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Performance highlights

Financial highlights from continuing operations'
Read more
Page 30
KPM APM REM
Adjusted operating profit before tax'

£7/88m

(2019: £1,149m)

KPM  REM
Total capital generation

£995m

(2019: £1,509m)

KPM

Assets under management
and administration

£367.2bn

(2019: £351.5bn)

KPM
IFRS profit after tax

£1,142m

(2019: £1,065m)

KPM APM
Shareholder Solvency |l coverage ratio™

182%

(2019: 176%)

KPM

Savings and Asset Management
net client outflows

£6.6bnN outflow

(2019: £1.3bn outflow)

Non-financial highlights

REM
Female representation on the Group Executive
Committee and their direct reports

30%

(2019: 29%)

REM
Net Promoter Score
(Retail Savings and Heritage)

+9

(2019: +8)

REM

REM

Employee sustainable
engagement score

80%

(2019: 68%)

Carbon
disclosure rating"

A-

(2019:B)

Direct carbon emissions: Scope 1and 2 (tCO.e)

3 ,1 26 (tCO,e)

(2019:4,007)

Key

KPM  Key performance measure (defined in glossary)

APM  Alternative performance measure (defined in glossary)

REM  Linked to remuneration measures for Executive Directors

i Continuing operations in 2019 excluded our Asia insurance operations and treasury services provided to Prudential plc which were presented

as discontinued operations.

ii Adjusted operating profit before tax is profit before tax excluding short-term fluctuations from investment returns, profit/(loss)on disposal of
business and corporate transactions, restructuring and other costs, and profit/{loss) before tax from discontinued operations.

ii Shareholder Solvency Il coverage ratio is the ratio of our own funds to solvency capital requirement (SCR), excluding the contribution to own
funds and SCR from the Group's ring-fenced With-Profits Fund. The Solvency Il position is presented assuming a recalculation of transitional
measures in line with management’s estimate of market and operating conditions as at the valuation date.

iv. Awarded by CDP, a global environmental disclosure body. The score is an indicator of how we measure, disclose and manage our carbon

emissions footprint.
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In these very difficult times,
we have two priorities:
keeping colleagues safe
and continuing to serve
our customers and clients

to the best of our abillities.

John Foley
Chief Executive
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M&G plc at aglance

A leader in savings and investments

Our vision To be the best loved and
most successful savings
and investments business.

Our purpose

To help people manage and grow
their savings so they can live the life
they want, while making the world
a little better along the way.

Our values NS

Care Integrity
We act with care - treating customers, clients We empower our people to do the right thing,
and colleagues with the same level of respect honouring our commitments to others and acting
that we would expect for ourselves. We also invest with conviction. Our business is built on trust
with care, making choices for the long-term. and we don't take that lightly.

Read more
Page 60

Our business model Our business model as an
asset manager and asset owner
brings us strategic advantages.

Read more
Page 14

£367.2bn  £232.3bn  £133.7bn

Total assets under Savings and Asset Management Heritage assets under
management assets under management management
and administration and administration . and administration

Image removed

i Includes Corporate AUMA of £1.2bn.
i Includes Institutional AUMA of £85.5bn.
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Our brands

OMRG ~ PRUDENTIAL Y/ O M&G

Investments

Real Estate

Our international asset manager, Founded in 1848, manages Our global real estate business,
established in 1931. long-term savings for customers one of the world'’s largest commercial
! in the UK and Europe. property investors.

Elnfracapital

M&G Wealth'

Invests in and builds essential - Our new integrated wealth management

infrastructure that society needs.

offering, established in 2020.

Our global reach

28 25

5

Markets globally . Offices worldwide Continents

Read more about our locations
www.mandgplc.com

Who we serve

5.3 million

Retail customers

800+

Institutional clients

Image removed

The new M&G Wealth visual identity will be revealed later in 2021.
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How we add value

- Committed to great
outcomes for our
customers and clients

With our wide-ranging investment expertise, we can
offer individual customers and institutional clients
innovative solutions to meet their changing needs

Making a difference the M&G way

Investments at work for good

For the last 60 years, M&G Charifund has been

helping charities to make their money work hard, so they
can help more people in need. Buckinghamshire-based
Roger and Jean Jefcoate Trust, which awards grants to

smaller healthcare and disability charities, has earned
over £3.5 million from its investment in M&G Charifund.
In 2020, the Trust was able to support 27 charities with
grants totalling £189,000 - including the likes of the
British Tinnitus Association, ME Research UK and
wheelchair sport charity WheelPower.

NS

Image removed

Image removed

N

Making a difference the M&G way

Helping families invest for the future

York-based customer James Clarke (pictured) has invested
with us for over 30 years. A decade ago, he cashed in his
investments with M&G to buy a house and, shortly after,
opened a Junior ISA with us for his youngest son. Mr Clarke
hopes that when his son is old enough he can put the money
towards a deposit for a house, travel or university. “It's not
getting easier for young people, but having something there
isreally important,” he says.

4 | M&G plc Annual Report and Accounts 2020



Image removed

Making a difference the M&G way

Helping local government workers
to secure a comfortable retirement

The Local Government Pension Scheme is one of the
biggest public sector pension plans in the UK. When one

of its pension fund asset pools, LGPS Central Limited,
began an emerging market bond manager search, it sought
candidates that displayed transparency, value for money
and - importantly - commitment to responsible investment.
M&G Investments was selected to manage a £300 million
mandate. Our appointment is testament to the strength

of our credit research and the importance we place on
integrating environmental, social and governance (ESG)
considerations into some of our investments.

;

Making a difference the M&G way

Delivering smoothed returns

With gross client inflows of £5.2bn, PruFund remains a
popular investment proposition for UK retail customers.
Many people are worried about the short-term ups and
downs that can come with investing directly in stocks
and shares, particularly given the impact of the COVID-19
pandemic. PruFund, and the underlying £143.2 billion
With-Profits Fund, helps by aiming to smooth out some
of those ups and downs. Customers also benefit because
risk is spread over a very wide range of different kinds of
investments, including private assets that would not usually
be accessible by individual investors.

Image removed
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How we add value continued

- Doing the right
things for sustainable
long-term growth

We're investing in new global investment capability,
an integrated wealth management offering and digital
innovation to ensure we're ready for the future

Image removed

Making a difference the M&G way

Extending our global reach

Our ambitious international growth plans will bring more of
our expertise in investments and savings to support more
customers, across more markets. In 2020 we expanded our
global investment reach, bringing online new investment
hubs in the US and Asia to complement our well-
established investment operation in London.

In Q3 2020, we opened our Chicago investment office,

housing some portfolio management and research and

US equity and fixed income dealing desks, giving our fund
managers better access to liquidity outside London trading >
hours. In September, M&G's new Singapore investment hub
went live taking over all our dealing in Asian equities and Image removed
providing Asian portfolio management services outside
London trading hours. This new capability allows us to
manage more of our policyholders’ money that is invested
in Asia ourselves.

Throughout the year, we've also been improving our access
to international investment opportunities with new private
asset teams in the US, India, Singapore and Europe, and
we've brought expertise even closer to our global clients,
with more investment specialists based in our 25 offices
around the world.
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Image removed

Making a difference the M&G way

M&G Wealth - a powerful

new force in the market

In 2020 we established M&G Wealth to meet rising demand
for high-quality advice and investment solutions as people
take more responsibility for their financial future.

We've brought together Ascentric, the platform acquired '
from Royal London in September 2020, Prudential Financial

Planning, The Advice Partnership (TAP) and the M&G Direct .

funds business to form an integrated wealth management
offering with £28 billion assets under management and
administration, providing a wide range of investment
services and solutions to customers.

These established advice, platform and investment
management capabilities will help us take advantage of this
exciting growth opportunity within the UK savings market.
We are already expanding our advice business through the
self-employed TAP model. By developing and improving
the Ascentric platform, we aim to attract external advisers
to use the platform.

Throughout 2021, we will continue to improve our digital
capabilities across M&G Wealth, including the development
of a new advice proposition which combines robo-advice
with the all-important human touch. This builds on the
digital investment in Prudential Financial Planners to

date which, combined with the planned introduction of
discretionary fund management services, means that we
will be well placed to help customers in a way which suits
their personal needs.

NS
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How we add value continued

nvesting
n a better future

for the planet
and soclety

We’'re playing a leading role in sustainable and
impact investing, to deliver resilient long-term
returns for customers, clients and shareholders,
and a better future for the world

Image removed

Making a difference the M&G way

Helping to build the world’s
digital infrastructure

Image removed M&G has been helping to build the next generation of
broadband infrastructure in the UK and Europe for more
than five years.

we committed new investment into broadband companies
in Wales and Northern Ireland to bring digital connectivity
to currently underserved rural communities. Through these
investments we expect to deliver high-speed broadband to
226,000 homes, businesses and premises and create over
800 local jobs to support the network build-outs.

< Through Infracapital, our infrastructure business, in 2020

These investments enable us to play our role in delivering
an increasingly essential service to society in tandem with
delivering value to our clients.

8 | M&G plc Annual Report and Accounts 2020



Making a difference the M&G way

Investing in the green economy

M&G is helping the UK to move to cleaner forms of transport
through its investments in new battery technology and
electric vehicles.

Infracapital has invested £150 million to help Zenobe Energy
accelerate the UK's transition to a green energy system
through grid-scale battery services and electric vehicle
charging infrastructure services. Within two years, Zenobe
Energy expects to deploy around 1,000 more electric buses
or vehicles through its network, saving approximately
770,000 tonnes of CO, over 15 years - a carbon saving
equivalent of 2.5 million trees.

This is just one example of how institutional capital can be
used to support the development of new technology that
will combat climate change and improve air quality for us all.

N

Image removed

Image removed
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Interim Chair’s statement

Welcome to our 2020 Annual Report

It is my privilege as Interim Chair of your
Company to introduce the 2020 M&G plc
Annual Report, which covers our first full year as
an independent business dedicated to helping
people to manage and grow their savings

Mike Evans, our Chair, has taken
atemporary leave of absence due
to a stress-related iliness. | hope
you will join me in wishing Mike a
speedy recovery.

If Mike were writing this introduction,
1 am sure he would have said that
2020 was not the year he expected.
It has been a year dominated by

the COVID-19 pandemic, which has
created unprecedented challenges
for businesses and governments
everywhere. Millions of people around
the world have been affected by
economic hardship, iliness and the
loss of people close to them.

On behalf of all of us at M&G, | would like
to express my sincere condolences to
those of you who have lost much-loved
relatives and friends during the year,

and our sympathies for the difficulties

so many more have faced. The discovery
of effective vaccines gives us all hope,
and although it is likely to be some time
before societies re-open fully, we remain
optimistic about the future.

Times like these are a test of purpose
and of our core values of care and
integrity. We are proud of how our
business has risen remarkably to the
challenges we have faced this year: in
the way in which we have looked after
our customer and clients, supported
our colleagues and given back to our
communities. Throughout all the trials
that 2020 has brought, we have never
lost sight of who we are here to serve.

We believe that now more than
ever before, good governance
and running our business in
a sustainable way will deliver
stronger returns over the
long-term for our customers,
clients and shareholders, and
better outcomes for society.”

Fiona Clutterbuck
Interim Chair

Itis a testament to the incredible
dedication, hard work and
professionalism of our M&G colleagues,
partners and suppliers that we have
continued to operate with great
resilience and minimal disruption

to the customers and clients who

have depended on us to look after

their money.

We believe that now more than ever,
good governance and running our
business in a sustainable way wil! deliver
stronger returns in the long-term for our
customers, clients and shareholders,
and better outcomes for society.

10 | M&G plc Annual Report and Accounts 2020
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The principles of sustainability are at

the heart of everything we do at M&G.
As the stewards of £367.2 billion

in assets under management and
administration, we have a responsibility
to make a positive difference to society
and the environment, as well as
continuing to deliver good outcomes for
customers and clients, and attractive
returns to shareholders. The Board gives
full consideration to environmental,
social and governance (ESG) factors
when assessing the impact of decisions.

The Companies Act 2006 requires
Directors to take into consideration

the interests of stakeholders in their
decision-making. We are complying with
that requirement and have set out how
our Directors have discharged this duty.
You can read more in our Section 172
Statement on page 84 of the governance
section of this report, and on pages 4,

60 and 64 of the Strategic Report.

Governance

As M&G plc grows its global

presence, we have been keen to
broaden the membership of the

Board to introduce more diverse
perspectives. In April, Massimo Tosato
was appointed as a Non-Executive
Director, bringing more than 30 years
of experience in international asset
management to M&G plc. in addition
to joining the Remuneration Committee,
Massimo has also become Chair of
M&G Group Limited.

In October, | joined the Board as Senior
Independent Director, replacing Caroline
Silver, who stepped down earlier in the
year due to other demands on her time.

| also joined the Audit, Risk, Remuneration
and Nomination Committees. While

| am Interim Chair, Clare Thompson,

Chair of the Audit Committee, has taken
on the responsibilities of the Senior
Independent Director.

We also say farewell to Robin Lawther,
who will step down from the Board

on 15 March 2021 due to other
professional commitments.

Replacing Robin as Non-Executive

Director and Chair of the Remuneration -

Committee is Clare Chapman.

Clare brings a wealth of leadership
experience from both the public sector
and international business, including
senior executive roles at BT Group,
the UK Department of Health and
Social Care and Tesco. She has also
held a number of Non-Executive roles
at listed companies over the past
decade. Her appointment is effective
from 15 March 2021. Let me take this
opportunity on behalf of the Board to
record our gratitude to both Robin and

Caroline for the invaluable contributions

they have made in helping to establish
M&G plc as an independent Company,
and to welcome Clare to M&G.

You can find a summary of our Board
evaluation process and the outcomes
and actions on page 96.

Dividend

The Board’s policy is to pay stable

or increasing dividends over time.

We were pleased to be able to maintain
our dividend policy in 2020 during the
COVID-19 pandemic, recognising the
importance of dividend income to many
long-term savers and investors at this
time. Having paid an interim dividend

in September 2020 of 6.00p per share,
the Board proposes a second interim
dividend in respect of 2020 of 12.23p
per share. Payable in April 2021, this will
maintain the total ordinary dividend at
the previous year’s level.

Thank you to all our shareholders,
customers, clients, colleagues and
partners for your support this year,
and best wishes to you all in 2021.

Fiona Clutterbuck
Interim Chair

It's a testament
to the dedication,
hard work and
professionalism of
all M&G colleagues,
partners and
suppliers that we've
continued to operate
with resilience
throughout
the pandemic.”

Fiona Clutterbuck
Interim Chair
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Market and industry trends

Opportunities for growth

Long-term structural changes are driving demand
for active, high-value savings and investments

solutions globally

The market forces shaping the global savings and investments industry

The savings and investments industry is large, with $21 trillion of assets in Europe alone. We expect this
to increase rapidly in the coming years, driven by four long-term economic and demographic trends:

Image removed

Image removed

Image removed

Image removed

Longer lives

Improvements in medicine,
diet and working conditions
are enabling most of

us to live longer lives.
Across Europe, the number
of people aged 65 or over

is expected to increase by
more than 50 million over
the next 40 years, according
to Eurostat. That's a total

of 150 million retirees,
equivalent to 30% of the
region's total population.

Greater life expectancy
requires everyone to

save more in order to

fund a longer retirement.
At the same time, the

ever increasing old-age
dependency ratio (the ratio
of people beyond working
age to those of working
age) reduces the resources
available to governments
to fund public pension
schemes. This is leading
more countries to defer the
statutory retirement age.

Savings gap

Ageing societies place
greater financial strain

on both retirees and on
governments supporting
them. Across the world,
this is leading to a widening
gap between the amount
that people have saved and
the amount they actually
need in order to maintain

a comfortable retirement.
In the UK alone, the World
Economic Forum estimates
this gap will grow from

an already substantial $8
trillion in 2015, to $33 trillion
by 2050.

It is therefore increasingly
important that people start
saving earlier, save more

and invest in assets which
generate good investment
returns. Trusted partners like
M&G can help people achieve
these goals and live the lives
that they want.

12 | M&G plec Annua! Report and Accounts 2020

Cashyields

In Europe, there are over

€11 trillion of deposits

sitting idle in cash, of which
€1.8 trillionisin the UK alone.
In many countries, household
cash savings increased to
record levels during the
pandemic. However, most

of these cash deposits are
earning very low or negative
real returns, due to continued
ultra-low interest rates

and the effects of inflation.
Many savers want alternative
options which offer the
potential for better returns
than cash, but with less risk
than full exposure to stock
market volatility.

New economy

The concept of sustainable
investing was little more
than an idea at the turn of
the century but, in just 20
years, it has transformed
the savings and investments
market, establishing itself
as one of its largest and
fastest-growing segments.
This shift has defined new
norms for investors, as

they are now expected to
maximise not only financial
returns, but also the positive
impact they have.

As the world tackles

the climate emergency,
businesses that are helping
the transition to a lower
carbon economy need
large amounts of capital

to develop innovative
technical solutions

and build new energy
infrastructure. This means
growing opportunities to
put savers’ money to work
investing in companies
and projects which will
transform our environment
and society for the better,
as well as offering the
potential for sustainable
financial returns.




Economic and financial
market developments

Global investor confidence was badly
shaken in the first half of 2020 with the
outbreak of COVID-19. Equity markets
fell steeply in March as investors
anticipated the inevitable recession
which would result from the economic
impact of the measures needed to
contain the virus. At its trough towards
the end of March, the FTSE 100 index
of leading UK companies was down by
more than one-third from the start of
the year.

Since then, there has been a marked
recovery in both bond and equity
markets, bolstered by supportive
economic policies from governments
and, towards the end of the year, positive
news on vaccines for COVID-19.

Credit spreads on corporate bonds
tightened to pre-pandemic levels, while
many equity markets rallied sharply to
regain losses. In fact, the S&P 500 index
of leading US shares ended the year
16% higher.

Appetite for risk assets continues to be
buoyed by historically low interest rates,
with the cost of borrowing now negative
or close to zero in many of the world’s
major economies.

Global GDP growth
%

2016 3.3
2017 3.8
2018 35
2019 28

2020 (4.4)

Source: IMF, World Economic Outlook,
October 2020 .

+50m

Growth in estimated number of
people aged 65 or over in Europe
inthe next 40 years

+$33trn

UK estimated pension savings
gap growth by 2050

€1Mtrn+

Deposits sitting idle
in cashin Europe

10-year interest rates
%
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Source: Bloomberg, European Central Bank

Savings and investments
industry developments
There are now three well-established

trends in the propositions being
developed by the global savings and

- investments industry for customers

and clients:

" - therise of passive strategies in

public markets

- high and growing demand for actively
managed private asset portfolios

- environmental, social and governance
(ESG) factors and sustainable
investing is rising exponentially

Passive strategies are taking a growing
share of public market assets, but at very
low revenue margins. As much as 24%
of global assets under management will
be in passive strategies by 2024, up from
18% in 2018, according to estimates
from international consultancy Boston
Consulting Group, but with their share

of the overall fee pool remaining static

at just 6%.

+
At the same time, demand for actively
managed private assets is high and
rising. In part, this is being driven by
the compression of investment returns
available in public markets as a result
of central bank action since the 2008
global financial crisis. Though such
assets tend to be less liquid than public
market assets, the additional returns
available make them an ideal fit for
investors with long-term liability profiles
such as pension and insurance funds.

The third major trend in savings

and investments is the increasingly
mainstream use of ESG investment
strategies. Annual growth in assets
managed in line with ESG considerations
is running at 16%, compared with 3% for
conventional investment approaches,
according to GSIA Global Sustainable
Investment Review 2018.

Shifts in global policy, especially in
respect of climate change, are fueling
this trend, as well as an increased
appetite among both individual and
institutional investors for their long-term
savings to have a positive impact on
society and the environment.

Outlook

Structural changes to the global
economy, largely driven by ageing
populations, will continue to provide
long-term support to the savings and
investments industry.

In the near term, the vast amount of
cash earning little or no return in deposit
accounts is a clear opportunity for asset
managers which are able to provide
diversified investment solutions offering
consistent returns.

At the same time, the desire among
individuals and institutions for their long-
term savings to have more of a positive
impact on the planet will favour those
asset managers which put sustainability
at the heart of their business.

Given these supportive macro-trends

in the savings and investments market,
we're optimistic about the growth
trajectory of our business. Over the
medium-term, we plan to broaden our
range of propositions in our different
geographic locations - bringing more of
our expertise in savings and investments
to more customers and clients, in

more markets.
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Our business model

What we do and how we do it

Qur purpose

To help people manage and grow

their savings so they can live the
life they want, while making the
world a little better along the way.

What we do

Savings and Asset Management

- We provide a range of savings and asset management
solutions to retail, wholesale and institutional
customers and clients globally.

- Our solutions range from mutual funds to smoothed
solutions backed by our leading With-Profits Fund,
through to pooled and bespoke segregated mandates
for institutional clients.

£332m

Adjusted operating profit
before tax

£232.3bn

Assets under management
and administration

Heritage

- We manage the investments for annuity customers
and other customers with long-term savings
products such as traditional with-profits policies.

- Qur Heritage business is closed to new customers,
but the long-term nature of solutions writtenin
the past means we expect existing customers to
be with us for many years to come.

£699m £133.7bn

Adjusted operating profit Assets under management
before tax and administration

How we do it

Savings and Asset Management

- Our solutions are backed by investment management
capabilities spanning both public and private markets.
Our approach to investing is active, thoughtful,
long-term and responsible.

- Our distribution is diversified. In UK Retail, our
solutions are distributed through independent
financial advisers and through our own wealth
management platform. Internationally, we partner
with local and global banks. Solutions for our
institutional clients are typically arranged directly
or in cooperation with specialist consultants.

- We continually invest in new technologies to help

our customers and their advisers interact more easity
and effectively with us, while improving efficiency.

Read more
Pages 42-46

Heritage

- For our annuity customers, we carefully manage
investments in order to generate the regularincome
we've agreed to pay them for their retirement.

- Heritage customers are invested in the same With-
Profits Fund which powers smoothed solutions in
our Savings and Asset Management segment. This is
a £143.2 billion global multi-asset fund with a strong
track record of smoothed returns spanning decades.

- Inour Heritage business, we hold capital to protect
customers' outcomes and in doing so we actively
manage our balance sheet to be as efficient as
possible with our financial resources.

- Heritage customers also benefit from our ongoing
investments in technology and innovation.

Sustainability in everything we do
We believe that a well governed business runs in a

sustainable way, delivers stronger, more resilient investment
returns in the long-term for customers, clients and
shareholders, and better outcomes for society. That's why
we are incorporating sustainable thinking into everything
.we do; from the way we invest, to the way we operate our
offices and interact with our customers and clients.
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Making a difference the M&G way

NS

We have a strong
business model

As an asset manager and asset owner,
we are best placed to bring value to
retail customers, institutional clients
and shareholders through:

A diversified and resilient source
of earnings.

In-house sponsorship of innovation
and access to seed capital, to deliver
new investment propositions to meet
changing customer and client needs.

An integrated retail offering that supports
customers along the entire savings and
investments value chain.

Access to diverse and specialised
asset management capabilities which
provide scope for higher asset returns

for customers and clients and higher
margins for shareholders.

Investment expertise and financial
strength to make a difference in
sustainable investing.

The outcomes we achieve
for our key stakeholders

Image removed

Customers and clients
Strong investment outcomes delivered
through innovative propositions that
address their financial needs.

Image removed

Colleagues
A great place to work. Growth and talent
development opportunities. At the forefront
of new ways of working.

Image removed

Image removed

Investors

Sustainable, attractive returns.
Balance of profitable growth and dividends.

Image removed

Communities and charities

Resilient, inclusive communities in which
people can live the lives they want.

More information on all our stakeholders
Pages 84-89 ’
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Our business model continued

How we create shareholder value

IFRS profit after tax

Profit after tax is a key performarice measure as it demonstrates to our shareholders the financial performance of the Group
during the year on an IFRS basis. Adjusted operating profit before tax is also a key performance measure as it demonstrates the
Group's longer-term performance and is less affected by short-term market volatility and non-recurring items than IFRS profit.
IFRS profit after tax is adjusted operating profit before tax plus adjusting items and tax.

More on adjusted operating profit before tax
Page 30

IFRS profit drivers

Adjusting
items Tax

£609m £(255)m

B Asset Management

Our Asset Management business manages assets on behalf of external
retail customers and institutional clients, as well as most of our own
internal funds. We generate revenues by charging fees which are typically
based on the level of assets under management. The fee level will depend
on the type and size of customer or client, and the type of assets being
managed. Adjusted operating profit before tax is the margin remaining
after deducting operating expenses from revenue earned.

# Annuities

Our book of Annuities is a business whereby our customers have paid us
alump sum in exchange for a regular stream of retirement income for the
rest of their lives. We invest these lump sums in assets which generate cash
flows closely matched to the expected future payments. The expected value
of all future payments is booked as a liability on the balance sheet with a
margin of prudence. The main recurring sources of profit are the investment
return on assets in excess of those allocated to match liabilities, and the
release of prudent margins as the business runs off.

Changes to assumptions over time can increase or decrease the liability,
resulting in a gain or loss. Life expectancy is the most important of such
assumptions. Gains or losses may also be generated by changes in asset
allocation or trading, and by other provision and reserve movements.

With-Profits

Customers in our Heritage segment, and in the Savings and Asset
Management segment through our PruFund offering, invest in our
unique £143bn With-Profits Fund. Typically, we structure solutions on
a90:10 basis, which means our customers receive 90% of the total
returns generated by the fund, and the remaining 10% is allocated to
shareholders. The portion allocated to shareholders is recognised as
profit when customers access their savings, meaning profit tends to
arise at the end of the contract. We refer to this profit as the shareholder
transfer, and we enter into hedging activities to reduce volatility in this
profit emergence.
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1FRS profit
after tax
Heritage Corporate Centre £1 ) 1 42 m
£699m £(243)m
.................... Adjusted operating
Ot:fr profit before tax
5 £788m
arties T g et
Savings and Asset 438
Management
£332m
With-Profits
o 207
Asset
Management
316
- Other -
(28)

Other

Other profits and losses arise across both the Savings and Asset
Management and Heritage segments. They are derived from business
outside of Asset Management, Annuities and With-Profits, and include
profits and losses from platform and service entity functions as well

as gains and losses on our seed capital investments and smaliler
international operations.

H Corporate Centre

The Corporate Centre includes the expenses relating to the operation of
our Head Office functions, and interest costs related to the £3.2 billion
nominal value of debt in issue.

B Adjusting items and tax
There are two significant components excluded from adjusted operating
profit before tax.

Firstly, short-term investment fluctuations which, for our annuity
business, include credit experience variances and fair value movements
on surplus assets. For our with-profits business, itincludes fair value
movements on instruments held today to hedge shareholder transfers
expected to emerge in the future. Driven by market conditions, gains on
such instruments were key factors behind the positive results of 2020.

The second key component is one-off Group-wide restructuring and
transformation costs.

Further detail on our adjusted operating profit before tax methodology
can be found on page 188. .

Taxes are primarily corporation tax on profits. The effective tax rate in
2020 was 18.3%, closely aligned to the UK corporate tax rate.




Total capital generation

+

In addition to profit measures we also consider capital generation as a key performance measure. Capital generation analyses

the movement in surplus regulatory capital, as measured by the Solvency Il regulations, before dividends and capital movements.

The movement in surplus is driven by both the change in available capital (known as own funds under Solvency Il), and the
change in regulatory capital requirements. Capital generation is integral to the running and monitoring of our business and -
ultimately our dividend policy. We analyse the drivers of capital generation in a similar way to IFRS profit after tax, considering
both operating capital generation and total capital generation as key performance measures.

More on capital generation
Page 30

Capital generation drivers .

Heritage Carporate Centre

£1,010m  £(198)m

Annuities
and other

831

Savings and Asset
Management

£500m

With-Profits

203

Asset
Management

301

-Operating
capital generation

£1,312m

Non-operating items

£(191)m
£(126)m

Total capital
generation

£995m

Other

(4)

B Asset Management

The key components of Asset Management operating capital generation
are the same as adjusted operating profit. The difference between
adjusted operating profit and operating capital generation is usually
expected to be small, and reflects the movement in regulatory capital
requirements which are not captured within adjusted operating profit.

H Annuities

At a high level, the main value drivers of operating capital generation
are the same as adjusted operating profit, although the calibration of
the assumptions typically differ. In normal circumstances, the capital
requirements for the annuity business are not expected to be utilised,
so these get released as the business runs off over time. As annuities
are relatively capital intensive, operating capital generation is generally
expected to be higher than adjusted operating profit.

With-Profits
Solvency Il is a market-based framework. Instead of recognising

profit towards the end of the contracts, as described for IFRS profit,

the future expected profit - which we refer to as the present value of
shareholder transfers - contributes to our available capital, and we hold
a corresponding capital requirement reflecting the risks inherent within
those future transfers. Operating capital generation in the year reflects
the movement in these two items, before tax and other non-operating
items. The movement in the value of the future shareholder transfers

is driven primarily by the emergence of expected real world returns,
instead of the risk-free rate which Solvency Il requires these transfers to
be valued with. The change in capital requirements is the net of capital
released as older business matures, capital requirements created when
new business is written, and changes in our hedging programme.

Other .
Drivers of operating capital generation from other business in the
Savings and Asset Management and Heritage segments are similar to
those described for adjusted operating profit. Differences in quantum
are normally expected to be relatively small and relate to movement in
regulatory capital requirements and other valuation differences.

M Corporate Centre

The impact of our Head Office and debt interest costs under Solvency
Il are comparable to adjusted operating profit, although some
differences do arise, primarily in relation to the Solvency |l treatment
of the debt, the inclusion of regulatory capital requirements and other
valuation differences.

B Non-operating items and tax

The nature of elements excluded from operating capital generation are
similar to the ‘adjusting items’ in IFRS profit, but the impact, particularly
with respect to market movements, can differ significantly, asis the
case in 2020. This is mostly due to Solvency Il also reflecting market
movements in our regulatory capital requirements, along with the
present value of shareholder transfers for with-profits business.

Tax is presented on a Solvency |l basis and therefore typically differs
from IFRS tax.
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Chief Executive’s statement

A foundational year

In less than ideal conditions, we have achieved
much in our first full year as an independent
business, laying the foundations for our return

to sustainable growth

Throughout the COVID-19 pandemic,
M&G continued to deliver on our
commitments to customers, clients and
shareholders, thanks to our diversified
and integrated business model and the
resolve of my colleagues.

We also laid the foundations for M&G's
return to growth, including fixing

Retail Asset Management and the
acceleration of our expansion into UK
wealth management.

Above all, we are pivoting the entire
business to sustainable investing, so that
as the stewards of the long-term savings
of millions of people, we can make an
even bigger difference to people and

the planet.

A strong and
resilient performance

In an extremely challenging operating
environment, total assets under
management and administration
(AUMA) ended the year 4% higher at
£367.2 billion.

Adjusted operating profit before tax
was £788 million, a good outcome given
that, as an independent company, we
incurred Head Office and debt costs for
the first full year.

Our shareholder Solvency |l coverage

ratio strengthened to 182%, higher than
its pre-crisis levels, higher even than its
level at our market listing, and well above
our risk tolerance.

Despite market volatility, total capital
generation was £995 million for the year.

We remain committed to our policy of
a stable or increasing dividend and to
our ambitious three-year total capital

generation target of £2.2 billion.

However, the COVID-19 pandemic is

not over yet and financial markets have
continued to be relatively volatile, so

we need to be mindful that markets can
drive large changes in capital generation
in a short period of time.

Strength through
diversification

This strong and resilient financial
performance owes much to

our diversified and integrated
business model.

As asset owner, our proactive
management of the Heritage business
underpinned our earnings and our
dividend policy.

1

Our integrated business
model and our diversified
earnings position us
well for future growth.”

John Foley
Chief Executive

i Based on the main life fund (OBMG) return for
the five years to end of 2020. The return is net
of 30bps p.a. approximate deduction for fees.
Note that the actual return for the fund wilt be
slightly different post hypothecation.
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In Asset Management, our Institutional
business grew attracting £5.1 billion

of net client inflows in 2020, driven by
strong investment performance and
continued investment innovation.

Total AUMA on behalf of external
institutional clients grew 11% to

£85.5 billion. Revenue margins
strengthened by two basis points during
the year as clients moved more assets
into higher-value strategies.

The success of the Institutional business
helped to partially offset another difficult
year in Retail Asset Management.
Redemptions increased during the year
due to weak investment performance of
some of our larger funds.

In Retail Savings, net client inflows into
PruFund, our market-leading smoothed
solution for UK savers, remained positive
at £400 million, but were down on the
previous year mainly due to pandemic-
related restrictions on face-to-face
advice. Withdrawals were stable.

The £143.2 billion With-Profits Fund,
which underpins PruFund, continued
to generate strong financial outcomes.
Over the five years to the end of 2020,
the With-Profits Fund produced net
investment returns of 6.6% p.a'.

Our people

The passion and resolve of all colleagues
has been critical to our operational
resilience throughout the COVID-19
pandemic. | am extremely proud

of how, together, we responded to

the challenge.

Image removed




£2.2bn

Our ambitious three-year total capital
generation target to the end of 2022

The new vaccines give us hope for a
return to some kind of normality. In the
meantime, our priority remains the
well-being and safety of colleagues
while they continue to serve customers
and clients.

As the pandemic spread around the
globe, we responded swiftly and
effectively. Within two weeks in March,
almost all of our circa 6,000 staff were
equipped to work safely from home,
wherever in the world they are based.

We put no colleague on furlough
and received no financial assistance
from governments.

Flexible working patterns and
allowances for equipment helped our
colleagues to remain productive and
safe while serving our customers and
clients from their homes.

We encouraged colleagues to prioritise
care for dependents and help for their
local communities. M&G donated

more than £1.3 million to charities and
non-profit groups helping those worst
affected by the COVID-19 pandemic.

The Group Executive Committee and
| are profoundly grateful to colleagues
for their passionate commitment to
customers and clients, and to our
business during these difficult times.

Fixing Retail
Asset Management

In August we set out what we were
doing to reinvigorate our retail
funds business and we have made
good progress.

We have begun the revamp of the
product range, refreshing some funds
and consolidating others.

Our new propositions, like the
Climate Solutions Fund launched in
November, are aimed at the growing
market for sustainable savings and
investment strategies.

i Source: Morningstar, performance of
M&G (Lux) Global Maxima Fund USD Acc
12/12/2019-11/12/2020 net of fees, vs MSCI
ACWINRUSD index.

Image removed

We also cut fees across our UK retail
fund range to be more competitive, while
passing on the benefit of economies of
scale to European clients.

To improve fund performance,

we have introduced institutional
investment disciplines, moved to team-
oriented management and bolstered
data modelling.

Performance of our mutual fund range
markedly improved in the second half
of 2020, with 66% of funds, weighted
by size, performing above medianon a
6-month basis, and 78% on a 3-month
basis (as at 31 December 2020).

Over time, we are confident that these
measures will help us to retain assets
and return to net inflows.

Making a difference the M&G way

Using Al to deliver
strong returns

Launched in December 2019, the
M&G (Lux) Global Maxima Fund
approaches investing in a very
different way to other M&G equity
strategies. Fund managers use
artificial intelligence to analyse
historic data about thousands

of companies to learn what drives
share price outperformance,

using this information to make
selections to the portfolio. Maxima's
performance for its first customers,
in our Prudential South Africa
business, has been promising,
delivering a 19.02% return in 2020
compared to its MSCI AC World index
benchmark of 16.8%'.

80%

~ Employee sustainable engagement score
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Chief Executive’s statement continued

M&G Wealth

In September, we acquired the Ascentric
adviser business from insurer Royal
London, accelerating our expansion into
the fast-growing market for UK wealth
management services.

Ascentric brought £15.5 billion of

new assets under management and
administration, as well as 95,000 new
customers and relationships with more
than 4,000 advisers.

Critically, it gave us an important
component for our integrated wealth
business: an adviser platform on which
their customers' long-term savings can
be consolidated and administered.

In the autumn, we formally combined
Ascentric with our two restricted
advisory arms, Prudential Financial
Planning and The Advice Partnership,
as well as the reinvigorated M&G direct
funds business.

Making a difference the M&G way

Growing global
private assets

Building on our long established
expertise in private credit and private
equity, in 2020 we established
Catalyst, a new global investment
team financing privately owned
businesses which have traditionally
found it hard to access institutional
capital. Catalyst will be investing on
behalf of our With-Profits Fund and
external institutional clients, with a
focus on investments which aim to
create a more sustainable future for
the planet.
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7

Together, they form M&G Wealth. With
£28 billion of assets under management
and administration, we see M&G
Wealth as a powerful new force in UK
wealth management.

Our aim is to put PruFund, our market-
leading smoothed solution for UK
customers, on to the M&G Wealth
platform, opening up access to the
proposition to a wider group of advisers
and savers.

Sustainable investing

It is our belief that a sustainably-run
and well-governed company will deliver
better overall outcomes for customers
and clients, and stronger, more resilient
returns to shareholders.

We are embedding the principles of
sustainability across our business, with
ambitious corporate targets on net
zero carbon emissions and on diversity
and inclusion.

On our client investment portfolios, we
are committed to achieving net zero
carbon emissions by 2050, in line with
the Paris Agreement.

We see the rapid growth in sustainable
investing and environmental, social
and governance (ESG) strategies as a
permanent, structural change in the
behaviour of customers and clients.

Only active investment managers are
equipped to deliver the full benefits of
sustainable investing, through exclusion
and the active direction of capital

for impact.

M&G has a long history as a responsible
steward of savers' capital and we are
well-placed to champion sustainable
investing because of our combination
as asset owner and asset manager.

It gives us a number of competitive
advantages, including our ability as asset
owner to direct capital to sustainable
opportunities and its sponsorship of
innovation in investment.

An example of this is the With-Profits
Fund's allocation of £5 billion to a new
innovative private assets strategy which
aims to make a positive contribution to
society and the environment.

Image removed




350,000

Prudential customers using
our MyPru online portal

To implement this strategy, we formed

a new global team of private asset
investors called Catalyst, whose job

is to identify sustainable investment
opportunities among new and emerging
private companies. .

Catalyst is one in a series of innovations
in this field, which included the launch of
the Climate Solutions Fund in November.

Later this year, we will launch a
sustainable version of PruFund, our
market-leading smoothed solution for
UK retail savers.

Further modernisation

We continued with our five-year . .
digital transformation programme

to strengthen the operations of the
Heritage business, to improve outcomes
for our 5.3 million retail customers,

and to achieve business efficiencies.

We have now moved the accounts of
more than 800,000 customers from

a mix of legacy systems on to the
administration platform of our strategic
IT partner Diligenta, part of Tata |
Consultancy Services.

In addition, we increased the number of
Prudential customers with online access
to detailed and up-to-the-moment
information on their accounts through
the MyPru application, a real innovation
in our digital service.

Across the IT estate, our goal is to
simplify, and we remain on track to
reduce the number of applications by
¢.50%.

Adoption of a digital-first approach
to business was accelerated by the
demands of the COVID-138 pandemic.

We introduced restricted financial
advice via video calls to UK savers who
cannot or do not wish to leave their
homes. This raised the productivity of
our advisers, while cutting our carbon
emissions by 80% over the year.

The transformation programme remains
on track to deliver annual run-rate
shareholder cost savings of £145 million
in 2022.

In 2020, we identified further savings
from modernisation as we reshaped the
business in the face of the pandemic.

In line with our priority of supporting
colleague well-being during the crisis,
we dropped our target for a 10%
reduction in staff costs during the year.

Nonetheless, 250 colleagues took
voluntary redundancy and we continue
to seek to reduce costs. ’

Ready for growth

Our growth strategy is to leverage

the asset owner and asset manager
combination, while modernising our
business, the targeted acquisition of
new capabilities, and further innovation.

We are doing this while pivoting the
entire business to the rapidly growing
global market for sustainable investing.

As this report shows, we laid firm
foundations for future growth by
resetting parts of the business and
strengthening others, while still meeting
our commitments to customers, clients,
colleagues and shareholders.

In Europe, we expanded our sub-
advisory business. A PruFund-like
proposition is operationally ready for
European clients. We are working on the
necessary approvals for its distribution.

International operations were
strengthened with a new investment
hub in Chicago and a new fixed income
team. We also opened a European asset
management desk to Brexit-proof our
Asset Management business.

We agreed to take majority control of
our South African operation, which has
£12 billion of assets under management.

In Institutional, aside from winning

£13 billion of new mandates, we began
the repatriation of £25 billion of North
American and Asian With-Profits Fund
mandates from our former parent,
Prudential pic.

Alongside this, we created a

greater sense of One M&G among
colleagues, built around shared values
and collaboration.

| led a company-wide programme on
culture and conduct to ensure our
people live up to our values of care
and integrity.

Positive outlook

The foundational work we have
undertaken over the past 12 months
means that we are well-positioned to
seize the structural growth opportunities
in our markets.

Demand for high-value savings and
investment solutions will continue to
be driven for many decades by ageing
populations, the widening savings
gap, low interest rates and the shift to
sustainable investing.

In the UK, we will complete the revamp

of our retail funds offering and continue
to expand M&G Wealth by adding to the
range of propositions and tax wrappers.

Internationally, we will deepen our
relationships with our European partners
to obtain a greater share of investment
wallet, while growing our investment
capabilities in Singapore and the US.

Above all, we will champion sustainable
investing, with a series of innovations
for customers and clients, including
PruFund Planet, the sustainable version
of our market-leading smoothed
savings solution.

Our financial focus will remain on capital
generation to create long-term value for
shareholders and to underpin our policy
of a stable or increasing dividend.

We will also continue with the work
to improve the operational efficiency
of our entire business through further
modernisation, while balancing this
against the need to invest for growth.

As ever, there will be headwinds. But the
resilience of the M&G business model
has been demonstrated by the demands
of the COVID-19 pandemic and | am
confident we are now in a much stronger
position to return to growth.

John Foley
Chief Executive
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Chief Executive’'s Q& A

Sustainability at the heart of M&G

A short-conversation with

John Foley, Chief Executive

Why is sustainability

so important for M&G? _
John: We think that a well-governed
business, run in a sustainable way, will
deliver better overall outcomes for .
customers and clients and stronger,
more resilient returns to shareholders.

That holds true for us as an
international company employing
almost 6,000 people around the world
- and as the stewards of £367.2 billion
of savers’ capital.

Companies which fail to take the

path to sustainability - or do so with
insufficient urgency - will become non-
investable and, in time, wither away.

So how has M&G put its
own operations on a more
sustainable footing?

John: Since we became an
independent company in October
2019, we have worked hard to embed
the principles of sustainability into all
our activity.

We have ambitious corporate targets
on climate and on improving diversity
and inclusion across our workforce.

Our goal is to reduce the carbon
emissions from our own operations
to net zero by 2030, at latest.

We are also committed to 40% female
representation at senior levels of the
business and 20% representation
from Black, Asian and ethnic minorities
by 2025.

For obvious reasons, our top priority
has been our response to the COVID-19
pandemic. Yet even that has helped,

as our switch to digital restricted
advice cut carbon emissions in the
sales division by 80%.

To ensure the appropriate management
focus, we have introduced a number

of sustainability metrics into our
remuneration schemes.
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When you talk of a pivot to
sustainable investing, what
does that really mean?

John: Our responsibility at M&G is to be
good stewards of the capital that our
customers and clients entrust to us.

We also want to help make the world

a little better along the way and we
think that many of our customers want
that too. :

That means not only delivering the
financial outcomes they expect, but
also giving them the opportunity to
make a positive difference to society
or the environment.

So for new M&G investment
propositions, we are encouraging
a dual goals approach, where there
is both a financial objective and a
sustainability objective.

And we are actively looking for
opportunities to channel new capital
to those companies developing
solutions to tackle societal or
environmental issues.

What are you doing about
existing investments
which do not have a
sustainability objective?

John: Many clients are already asking
us to switch their investments and
we will encourage others to join us in
this action. Environmental, social and
governance factors are integrated to
a high standard across our retail fund
range in the UK and in Europe.

With more clarity around emerging
international standards, we want to
convert some portfolios to join our
Pilanet+ range, which includes ESG+,
sustainable and impact funds. In other
cases, we may offer a sustainability-
focused version of an existing retail
proposition or institutional mandate.
For example, in UK retail savings we are
planning a sustainability-focused version
of our market leading PruFund.

Does this mean M&G wiill
start to divest from certain
sectors and companies?

John: We will use our influence
as a leading global investor to
persuade companies to transition
to a sustainable future at pace.

For example, we want to see investee
companies completely phase out
mining and use of thermal coal by
2030 for developed countries, and
2040 for the rest of the world.

Qur preference has always been

to engage rather than exclude.

But we will sell the shares and debt of
companies which resist this transition.

We are weaving
sustainability
into everything
we do.”

John Foley
Chief Executive

Why do you think M&G can
make a positive difference
in sustainable investing?

John: We have some unique
advantages stemming from our
combination as asset manager
and asset owner.

With £143.2 billion under
management in our With-Profits
Fund, the asset owner has the scale
and influence to push for positive
change through its allocation

of capital.

That's why we are channeling

£5 billion into new private companies
which aim to make a difference to
people or the planet.

The asset owner is also a sponsor

of innovation in sustainable investing,
seeding new strategies, particularly
in infrastructure and private assets.

And as asset manager, we have
built up a reputation for the
quality of our engagement with
investee companies.

In a sense, this is not new to us.
After all, we have been responsible
stewards of savers' capital for more
than 170 years.




Our strategy

Delivering superior outcomes

Our strategy supports
our vision to become
the best-loved and most
successful savings and
investment business

Build
International

Protect
Heritage

With an established track record in
growing our business and entering
new markets, we're ideally placed

to capitalise on supportive long-term
economic trends, deliver superior
outcomes for customers and clients
and to generate sustainable value for
shareholders. Our approach is based
on key strategic pillars, covering our
growth markets within Retail Savings
and Asset Management, and the active
management of our Heritage business.

Our strategy also includes the
promotion of One M&G, which aims

to embed the vision, culture and
benefits of the combined Group as

a single entity, fostering a spirit of
collaboration, supporting new ways of
working and embedding sustainability
as we pursue long-term growth.

Our strategic priorities

One M&G

%, ©

tional EHIC

Europe

Execution of the Group’s strategy
is supported by four new Mega-
Propositions, which aim to produce
a new generation of products

and solutions for our customers
and clients. Active+ represents our

" core investment and stewardship

capabilities; Smooth+ combines our
active asset management and balance
sheet to provide insured solutions;
Planet+ underpins our sustainability
and impact propositions; and Custom+
offers sub-advised solutions as a
service through a customised set of

active asset management components.

Revitalise
UK

Expand
Institutional

See pages 24-29 for how we're delivering on our strategy

See pages 35 for more on Active Capital Management and Operational Efficiency

M&G plc Annual Report and Accounts 2020 | 23

uonewou; jedURUIY 8s5ueusanon Joday s6ajens

uonewIoU| 13410



Our strategy continued

How we deliver on our strategy

One M&G

Turn collaboration into competitive advantage
and embed sustainability in everything we do

Making a difference the M&G way

Creating aninclusive culture

Our leaders are key to creating a
strong, inclusive culture. During 2020,

including all senior leaders and
members of the Group Executive
Committee, took part in virtua!
training on how to lead with respect,
care and.integrity. Our 100 most
senior leaders also participated in

a 360-degree feedback exercise.

over 1,000 people managers, >

As arecently merged and newly-
independent business, we continue

to make organisational changes and

to modernise so that we can capture
the competitive advantages and other
benefits of operating as a single entity.
We're working hard to deliver our
vision through new ways of working,
greater collaboration across the business
and by embedding the principles of
sustainability in everything we do,
considering both the opportunities
and risks. This way we will create a
sustainable business for the long-term.

Our priorities

- Support the cuiture of One M&G:
Realise the vision, promote the culture
and access the benefits of M&G plc
as a single merged entity - one team
aligned around one purpose, one
vision and one mission.

- Promote diversity and inclusion:
Our Global D&l strategy lays out our
priorities and goals around gender,
LGBT+, disability, ethnicity/nationality
and life stages. During the year we
announced our commitment for 40%
of senior leaders to be women and
20% to be from a Black, Asian or
minority ethnic background by 2025,
in the process becoming the first
savings and investment company to
announce an ethnicity target.

- Embed sustainability considerations
in everything we do: Strengthen
our role in driving societal change
and promote better alignment with
our clients’ ESG objectives, both
as a corporate, with significant
invested assets of our own, and as
an asset manager.
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- Embrace change: Support growth
through new ways of working and
ongoing transformation, underpinning
colleagues’ welfare and reducing our
carbon footprint. Greater use of digital
technology will improve effectiveness
and efficiency, leading to better
customer and client engagement
and response.

Our progress in 2020

- We've successfully established a new
M&G Code of Conduct to help bring
our culture to life. Our Code guides
colleagues on coming together to
work as one team, and creating an
environment where we all feel safe,
valued and heard. It outlines how we
put our values and behaviours into
action every day and how we're aiways
doing the right thing by our customers,
clients, investors, regulators,
communities, and each other.

- During 2020, we made a commitment
to achieve net zero carbon emissions
on our total book of assets under
management and administration by
2050, in line with the Paris Agreement.
Within our investments business,
we've invested in improving our
research and analysis capability and
developing proprietary analytical
tools across assets, sectors and
geographies. This will improve our data
on our investments' exposure to the
financial risks and opportunities from
climate change, and other societal and
environmental issues, to help us better
determine the actions we need to take.

- We've also committed to reducing
our operational carbon emissions
as a corporate entity to net zero by
2030. Much is still to be done, but
during 2020 we've achieved RE100
compliance - which measures our
use of renewable energy - four years
ahead of schedule. Over 99% of our
global office estate is now powered by
renewable energy or Energy Attribute
Certificates (EAC) purchase. We're
also now offsetting the carbon impact
of all business travel and the estimated
energy use of our colleagues working
from home.

- Our business and our colleagues
adapted quickly to the new ways of
working following the pandemic-
related restrictions of office

. occupation. Home-working capacity
increased to include almost all of our
nearly 6,000 colleagues within two
weeks in March, ensuring we were
able to keep serving our customers
and clients with minimal disruption.

Key performance indicators

30% - 80%

Female Employee

representation sustainable

g the tive gag t score

committee and their (2019: 68%)
directreports Read more
(2019: 30%) Page 63
Read more
Page 60

3,126

Direct Carbon
Emissions: Scope
1and 2(tCOze)
(2019: 4,007)
Read more

Page 47



Revitalise UK

Reinvigorating our business in our largest market
to meet changing customer and client needs

Our current retail presence is focused on
the mass market in retail savings - where
we have a strong presence through
PruFund and the Retirement Account

(a flexible personal pension to enable
policyholders to save for retirement and
take an income from the same plan) -
and on more affluent customers in our
range of mutual funds. We're looking to
protect this position, and increase our
exposure to additional opportunities by
accessing a wider range of distribution
channels, while also developing
propositions that specifically cater for
targeted customer segments.

Our priorities

~ Develop and grow M&G Wealth:
Access new customers and their
advisers in more affluent segments
of the market, via digital delivery
of a multi-wrapper proposition
through Ascentric and the planned
development of model portfolio and
discretionary solutions.

- Rejuvenate our Retail Asset
Management business: Unlock
growth potential with new distribution
partners following a refresh and re-
pricing of our fund range, a focus on
improving investment performance
and the launch of new investment
strategies to improve the proposition
offered to our customers.

- Create sustainable with-profits
investments: Leverage our
established and unique position,
developing additional propositions to
meet customer needs. This includes
the planned launch of a sustainability-
focused version of PruFund, our
innovative solution for customers who
value smoothed investment returns
while knowing that their money is
delivering positive environmental
and societal impacts.

Our progress in 2020

~ In October, we established M&G
Wealth in the UK. This brings
together our well-established adviser
businesses of Prudential Financial
Planning and The Advice Partnership,
together with Ascentric, the digital
wealth management platform we
acquired during the year, and M&G
Direct. Together these businesses
comprise over 90,000 clients, with
assets under administration of
£28 billion, and underpin our strategy
to expand our service offering for
independent advisers, their clients
and our wider customer base, by
meeting the growing demand for
high-quality advice and supporting
wealth solutions.

~ We undertook a review of our UK
fund range, taking relevant actions to
ensure we are offering products to
our customers at competitive pricing.
We continue to work on a number
of initiatives to improve investment
performance and to develop and
launch new strategies to diversify and
enhance our client offering, such as
our new range of volatility-managed
sustainable multi-asset funds, and the
MB&G Climate Solutions fund.

- Our with-profits proposition continues
to provide customers with a smoothed
return, reducing the volatility of
direct investing in the markets and
providing access to a wide range of
asset strategies.

Key pefformance indicators

UK Retail Savings and UK Asset
Management (excludes Institutional
Asset Management)

£109.7bn

AUMA
(2019: £93.8bn)

£2.2bn

Net client outfiows
(2019: £2.6bn inflows)

Making a difference the M&G way

Tackling climate change
through targeted
investment strategies

We recently launched our M&G
Climate Solutions strategy, providing
customers with the opportunity

to address the climate emergency
while putting their savings to work.
Through its two funds, this positive
impact strategy invests in companies
that aim to provide solutions to

the challenge of climate change
while seeking to deliver attractive
investment returns. It focuses on
three main areas: clean energy, green
technology and the promotion of the
circular economy. .

NS

Image removed
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Our strategy continued

Expand Institutional

Broaden our capabilities and internationalise

Our trusted-partner and problem-
solving approach, combined with our
first-class credit investment capabilities,
have enabled us to build a strong
position in UK Institutional Asset
Management over the past two decades.
Mandates tend to be large, long-term,
and are minimally impacted by market
cycles. High-demand alternative
investment strategies provide scope

for clients to earn higher asset returns,
with the potential for us attract better
margins for this expertise. We're

now looking to grow our Institutional
business, particularly internationally.

Our priorities

- Leverage relationships with global
pension clients: Take our proven
trusted-partner approach from
the UK into growing international
pension markets, using our deep
credit investment capabilities and by
enhancing existing local distribution
capabilities in Europe and Asia.

Making a difference the M&G way

Focus on Institutional

Our long-term commitment to this
business and the breadth of our
offering to institutional.investors
means that we continue to grow
relationships five, 10 or even 20 years
after the initial investment. It is not
unusual for clients to develop several
funds with us over time as they
deepen their strategic partnership
with us. For example, one client

has been with us for 12 years, and
now has £1.5bn invested across five
different strategies.
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- Continue to build pipeline of
innovative client solutions: We
remain focused on creating funds that
meet the specific needs of our clients,
developing new strategies in proven
areas of expertise, such as private
debt, cash flow driven investments,
sustainability-focused funds and
emerging markets debt.

- Grow private assets: Continue to
expand the geographic reach and
range of our investment strategies in
private assets, building on our existing
strong and differentiated positions
in private credit, infrastructure and
real estate.

Our progress in 2020

- 2020 was another year of strong
progress, with net client inflows of
£5.1 billion, mainly into public debt
offerings including the European
credit fund, reflecting ongoing
strong investment performance.
We continue to work on developing
our capabilities in Europe and Asia,
with coverage currently extending
to the Netherlands, Switzerland,
Norway, South Korea and Japan.

- We combined our private and
alternative assets capabilities into
a single team. This will help us to
grow our international sourcing and
business development advantages,
and develop stronger innovation
through greater collaboration
between teams.

- In December 2020 we created
Catalyst, a new team specialising in
sourcing attractive sustainable and
impact investment opportunities in
privately held businesses. Catalyst will
manage a £5 billion internal mandate
on behalf of the With-Profits Fund,
as well as investing on behalf of
external institutional investors seeking
private credit exposure.

Key performance indicators
Institutional Asset Management

£85.5bn £5.1bn

AUMA Net client inflow
(2019: £70.5bn (2019: £0.1bn
AUMA) outflow)

image removed




Grow Europe

Build on the success of our trusted partner

approach and strong brand

We've distributed funds in Europe since
2002 and have a track record of building
strong long-term client relationships.
We currently operate through offices

in 10 European countries outside the

UK, and manage assets of £28.6 billion
on behalf of our wholesale distribution
partners. We anticipate that evolving
distribution partner needs and the low
level of cash returns will drive material
growth opportunities in our key markets,
but with increasing concentration among
distributors and providers. That means
we need to adapt our business to take
advantage of new opportunities and
build our scale and reach.

Our priorities

- Restore our Retail Asset
Management fund performance:
Following a period of net client
outflows, focus on improvements
in investment performance and
the promotion of investment
strategies that meet the needs of our
distribution partners, including our
sustainable investments.

- Enhance investment solutions:
Improve the delivery of our proposition
and broaden the range of solutions
we offer to clients through greater
collaboration across the business.

- Bring smoothed solutions to
European clients: Launch and
continue the roll out of smoothed
solutions based on PruFund, to meet
the needs of investors looking for
volatility-managed investments.

Our progress in 2020

- In preparation for Brexit, we
progressed plans to merge M&G
International Investments into M&G
Luxembourg SA. This will form a
single entity able to operate as a
management company for unitised
funds, act as the distribution company
for M&G Investments business in
Europe and to be the regulated
investment management company.
We've also established our presence
in Paris as a local investment office,
ensuring that we can continue
to manage segregated funds for
European clients.

Image removed

- We continued to build out our
investment solutions proposition,
responding to accelerating trends for
deeper and broader partnerships with
a smaller number of counterparties.
Investment solutions net assets
increased by over £1.3 billion in
2020, to £5.7 billion, with growth
driven by our strong capabilities
in fixed income, particularly
European Credit, Global High
Yield and Emerging Market Debt.
in addition to opening significant
new partnerships in Europe, the
existing solutions book also proved
resilient during the COVID-18
induced market downturn.

- During the year, we established
memoranda of understanding
with two key European banking
groups to distribute a new lower-
volatility multi-asset mutual fund
solution, based on PruFund and
managed by M&G Investments.

Making a difference the M&G way

Tailor-made solutions
to meet client needs

In 2020, our Investment Solutions
business in Europe grew by 40%
to £3.2 billionin AUMA.

The arrival of MiFID |l has created
a flourishing sub-advisory market
in Europe which is changing the
distribution landscape. We are
working with partners including
private banks and discretionary
managers to create customised
investment solutions to meet the
volatility and risk appetite of their
end customers.

NS

Given sustained low or negative
European bank rates, this solution
has been designed as a first step
into investment for customers with
a low appetite for risk. With around
€9 trillion currently held in cash
deposits in Europe (ex-UK), there is
exciting potential for this solution.

Key performance indicators
European Retail Asset
Management (excluding
Institutional Asset management)

£28.6bn  £8.4bn

AUMA Netclient outflow
(2019: £33.8bn) (2019: £2.4bn
outflow)
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Our strategy continued

Build International

Focused expansion in Asia, the Americas and Africa

Making a difference the M&G way

Expanding our Asian
equities focus

The addition of the Asia equities

team in late 2019 marked the first

time in M&G investments 100-year
history that investment capabilities,
ranging from portfolio management

to fundamental research to trade
execution, were located outside of >
our global headquarters in London.

Vikas Pershad, Portfolio Manager in

our Singapore office said:

“The accretion of assets under
management in Asia and the
expansion of our team underscored
the region’s appeal as a key long-
term growth driver. And we're just
getting started.”

Image removed

Almost 20 years of organic development
in asset management in Europe

have given us proven experience

in international growth. We aim to
leverage this know-how to develop
our businesses in Asia, Africa and the
Americas. Over time, we expect these
international markets to offer growth
and diversification, leading to more
resilient earnings and increasing global
capability and coverage.

Our priorities

- Develop Asia presence and
capabilities: Broaden our local
distribution reach through new
licences in target markets and by
extending existing relationships with

we will look to enhance local

and asset sourcing teams.

- Establish local operations in the
Americas: Promote local credit
investment management, research
and dealing capabilities from
our newly-established Chicago
office. At the same time, build local
distribution to access US offshore
and Latin America wealth markets,
supporting and complementing
our existing relationships with
bank partners.
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our global bank partners. In addition,

investment capability by adding to our
Asia-based investment management

- Complete acquisition of a controlling
interest in South Africa: The additional
holding in PPMSA will bring control of
a fifth investment management centre,
alongside our existing capabilities in
the UK, Europe, Asia and the US.

Our progress in 2020

- We've continued to broaden our
distribution reach in Asia, successfully
launching our first back-end load
share classes on our SICAV fund
range, for distribution in Taiwan.

- The Asia business has also made a
strong contribution to the Institutional
Asset Management strategy - the
equity asset management team
we acquired in 2019 continues to
establish a track record, winning
several new mandates, including
management of £11 billion of life
fund assets. During the year, we
obtained Discretionary Investment
Manager and Type 2 licences in
Japan, which will allow M&G to offer
additional mandate capabilities to
Japanese investors as well as target
large corporate and government
pension funds.

- In the US, our new Chicago office
became operational during 2020 and
has significantly enhanced our global
fixed income capability. We have also
grown offshore distribution reach,
securing new relationships with
some of the largest independent
broker dealers, and progressing the
onboarding of US wirehouses.

Key performance indicators
Retail Asset Management in Asia,
the Americas and Africa (excludes
Institutional Asset management)

£77bn £11bn

AUMA Net client outfiow
(2019: £9.2bn) (2019: £nil net
client flows)



Protect Heritage

Improving customer outcomes and increasing resilience

Our Heritage portfolio mainly comprises
annuities and traditional with-profits
policies. These propositions offer

our customers, many of whom are in
retirement, a source of dependable
income and stable capital investment.
Both the annuities and with-profits
businesses are well capitalised,
contributing highly stable earnings and
capital generation, which provides a high
degree of resilience to the company in
times of stress.

Our priorities

- Protect and increase resilience:
Migrate products onto modern and
resilient IT architecture, increasing
operational resilience, removing
points of failure and improving
disaster recovery.

- Deliverimproved customer service
outcomes: Target an improvement in
customer satisfaction and customer
effort scores, including the Net
Promotor Score, through better
service and response times, adopting
digital processes and improving
operational performance.

Our progress in 2020

~ We have seen a smallincrease in the
Net Promoter Score in respect of our
Heritage business as we transitioned
our customer service to new systems.
However, the improvements were not
as significant as we targeted for 2020.
We are now focused on resolving
customer service issues that emerged
through the recent migration of
policies to the new systems and other
COVID-19 related disruption.

- We migrated a further 394,000
corporate and individual pensions
to our new platform during 2020,
adding to the 433,000 customers
migrated from legacy platforms in
previous years. We're now able to
provide enhanced and more adaptable
customer service, modernised customer
benefit statements and greater
transparency of all product features,
costs and changes. Work is under
way to migrate a further 1.05 million
pension and bond customers in 2021.

- We've continued to make progress

in adopting digital processes.

Active users of MyPru have increased
to over 350,000 customers from
205,000 at the end of 2019, and
digital transactions now account for
around 7% of monthly interactions.
Web portal sessions were up 59%
for MyPru/PruRetire and up 13% for
PruAdviser in the second half of 2020
compared to the same period in 2019.

We're also seeing improvements in
how our customers interact with us -
for example, through the introduction
of digital document uploads and
electronic new business applications
that remove the need for a wet
signature. Bereavements notified via
our online tool increased to 25% in the
fourth quarter, up from 4% in January,
easing the burden on families and
accelerating the process.

Image removed

Key performance indicators

2.8/1,000 +8

Heritage Complaints Heritage Net
Ratio (12-month Promoter Score
rolling basis) (2019: +6)

(2019: 3.9/1,000)

Making a difference the M&G way

Supporting bereaved families

Given the age profile of our customer
base we anticipated that the
COVID-19 pandemic would lead to
an increase in bereavements and
took early steps to help families of
customers who had lost a loved
one. We introduced an interactive
voice response (IVR) to direct third
parties to our online notification tool
- removing phone waiting times and
ensuring the right information was
provided to expedite the process.
We also introduced a document
upload facility, reducing the effort
required to settle benefits.
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Our KPMs

Performance highlights

The key performance
measures outlined on
this page identify the
most relevant financial
measures used to
manage the Group’s
performance

Key

KPM  Key performance measure

APM  Alternative performance measure

IFRS profit after tax

Adjusted operating
profit before tax

Total capital generation

£788m

(2019: £1,149 million)

£995m

(2019: £1,509 million)

KPM  APM

KPM

The purpose of adjusted operating profit before
tax is to demonstrate the Group's longer-term
performance to equity holders, as it is less
affected by short-term market volatility and
non-recurring items than IFRS profit before tax.

Our adjusted operating profit before tax of

£788 million (2019: £1,149 million) was impacted
by the first full year of listed infrastructure cost
following the Demerger. Reductions in Retail
Asset Management fee-based revenues were
driven by industry-wide pressure on margins and
weak investment performance resulting in net
client outflows, whilst the strong performance

of Institutional Asset Management resulted in
netinflows.

For further information on adjusting items see
the segmental analysis, Note 3 of the notes to the
financial statements.

Operating capital generation

The level of surplus capital is an important
financial consideration for us. Capital generation
measures the change in surplus capital during
the period, before dividends and capital
movements, and we consider it to be integral to
the running and monitoring of the business, our
decisions on capital allocation and investment
and ultimately our dividend policy.

Total capital generation was £995 million

(2019: £1,509 million) reflecting an improved
operating result but also the impact of negative
market movements in the period, compared to
the positive market effects experienced in 2019.

Savings and Asset Management
net client flows

£1,142m

(2019: £1,065 million)

£1,312m

(2019: £1,276 million)

£6.6bn outflow

(2019: £1.3 billion outflow)

KPM

KPM

KPM

Profit after tax demonstrates to'our shareholders
the financial performance of the Group during
the year on an IFRS basis.

IFRS profit after tax attributable to equity
holders increased by 7% year on year. The fall in
adjusted operating profit was offset by gains of
£678 million arising from short-term fluctuations
ininvestment returns. These gains were partially
offset by £73 million restructuring costs.

Shareholder Solvency Il
coverage ratio

Operating capital generation represents the
longer-term components of the movements in
the Group's surplus capital, as it is less affected
by short-term market volatility and non-recurring
iterns than total capital generation.

Operating capital generation was resilient
during 2020, up 3% on 2019. in line with
adjusted operating profit before tax, operating
capital generation has been impacted by costs
arising following the Demerger and reduction
in Asset Management revenue. However,

this was more than offset by an increased
contribution from management actions taken
to protect the balance sheet, amongst other
offsetting movements.

Assets under management
and administration

Savings and Asset Management net client

flows indicate how our Savings and Asset
Management business grows and how
successful it is at retaining and attracting new
customer investments to its products and funds.

Net client flows in 2020 have been challenged
by weak investment performance in the Retail
Asset Management business. In contrast, our

Institutional Asset Management business and
our Retail Savings business both delivered net
client inflows.

Dividend per share

182%

(2019: 176%)

£367.2bn

(2019: £351.5 billion)

Ordinary 12.23p

(2019: 11.92p)

KPM  APM

KPM

KPM

The purpose of the shareholder view of the
Solvency Il coverage ratio is to provide what

we believe is a more relevant reflection of the
capital strength of the Group than the regufatory
Solvency Il coverage ratio.

The resilience of our capital position has

been demonstrated over the period, with our
shareholder Solvency Il coverage ratio increasing
by 6% to 182% at 31 December 2020, after
paying dividends of £562 million.
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AUMA is a key indicator of the scale of the
business and demonstrates our potential
earnings from investment return and fee income.

AUMA increased £15.7 billion on 2019 driven
by positive market movements of £13.4 billion
and the addition of £15.5 billion in relation to
the acquisition of Ascentric offset by net client
outflows of £13.2 billion, particularly in the
Retail Asset Management business.

Dividend per share is the return of value
to shareholders for each share held.

The Board has agreed to pay an ordinary
dividend of 12.23p on 28 April 2021.



Business and financial review

Demonstrating our financial resilience

| am proud that in our first full year as an
independent company we have delivered a strong
financial performance against the extremely
challenging backdrop of the COVID-19 pandemic

Despite financial markets operating

in extremely volatile and adverse
conditions, our financial performance
benefitted from our strong balance
sheet and diversified earnings resulting
from the combination of being an asset
manager and an asset owner.

Adjusted operating profit before tax
of £788 million (2019: £1,149 million)
demonstrates our ability to deliver
strong returns even in a challenging
environment. Total AUMA increased
to £367.2 billion (2019: £351.5 billion).
The completion of the acquisition of
Ascentric in the third quarter, positive
market movements and strong net
inflows in our Institutional Asset
Management business, together
outweighed the impact of net

client outfiows in our Retail Asset
Management business. The net client
inflows in our Institutional Asset
Management business reflect
consistently strong investment
performance and the attractive range of
innovative client solutions, while Retail
Asset Management net client flows were
impacted by market volatility and the
recent underperformance of some of
our larger funds.

We remain committed to achieving
£145 million of annual run-rate
shareholder cost savings by full year
2022 through our five-year investment
in digital transformation. Recognising
the headwinds we are experiencing in
our Retail Asset Management business,
we will continue to drive operational
efficiencies to enable us to counter
the margin pressure the industry is
experiencing. As we do this, we'll
carefully balance savings potential
with investment requirements and
cost to achieve.

Throughout the year, we also
demonstrated our proactive approach
to capital management, with total
capital generation of £995 million
(2019: £1,509 million) as we coupled
the stable and recurring nature of our

underlying capital generation from our

operating segments with management
actions to protect our balance sheet.
This strong performance led to an
increase in our shareholder Solvency

Il coverage ratio to 182% (2019: 176%),
after paying dividends of £562 million
in the period. Whilst the economic
outlook remains uncertain, this result
demonstrates our focus on proactively
and efficiently managing our balance
sheet, and our commitment to deliver
our ambitious three-year cumulative
total capital generation target of

£2.2 billion to the end of 2022.

Image removed

Parent Company liquidity remained at
comfortable levels and has not been
adversely affected by the global crisis,
with cash and liquid assets of £1.0 billion
at the end of 2020.

We paid dividends of £410 million on

29 May 2020, comprising an ordinary
dividend of 11.92 pence per share and a
special demerger dividend of 3.85 pence
per share. In addition, we paid an interim
ordinary dividend of £152 million equal

to 6.00 pence per share, in line with our
policy of paying one-third of the previous
year total dividend, on 30 September
2020. A second interim dividend of

£310 million equal to 12.23 pence per
share will be paid on 28 April 2021.

The audit tender process was
concluded in the last quarter and we
announced our intention to appoint
PwC as new external auditor effective
for the period commencing 1 January
2022. This will allow them to review the
prior year comparative data in advance
of the first effective reporting period
under IFRS 17 in 2023.

| am extremely pleased with what

we have achieved so far as a new
organisation and of the way we have
risen to the challenges posed by the
pandemic. This crisis might not yet

be over but we are confident about

the future as we continue to protect
our people, serve our customers and
clients, and deliver to our shareholders.

Clare Bousfield
Chief Financial Officer

The financial resilience
of our business was
evident, with our shareholder
Solvency Il coverage ratio
increasing to 182%.”

Clare Bousfield
Chief Financial Officer
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Business and financial review continued

Overview

The increase in IFRS profit after tax was driven
by positive movements in short-term fluctuations
and investment return offsetting the reduction in
adjusted operating profit before tax in the year

Adjusted operating profit before tax to IFRS profit after tax

The following table shows a reconciliation of adjusted operating profit before tax to IFRS profit after tax from
continuing operations:

For the year ended
31 December
£m . 2020 2019
Asset Management fee-based revenues 988 1,033
Other fee-based revenues 232 254
Total fee-based revenues 1,220 1,287
Annuity margin 438 458
With-profits shareholder transfer net of hedging gains/(losses) 251 242
Adjusted operating income 1,909 1,987
Asset Management operating expenses " (672) (652)
Other operating expenses (348) (311)
Adjusted operating expenses - (1,020) (963)
Other shareholder (loss)/profit (111) 110
Share of profit from joint ventures and associates 10 15
Adjusted operating profit before tax 788 1,149
Short-term fluctuations in investment returns 678 298
Profit on disposal of business and corporate transactions - © 53
Restructuring and other costs (73) (198)
IFRS profit attributable to non-controlling interests 4 3
IFRS profit before tax attributable to equity holders from continuing operations 1,397 1,305
Tax charge attributable to equity holders (255) (240)
IFRS profit after tax attributable to equity holders from continuing operations 1,742 1,065

i Restructuring costs excluded from adjusted operating profit before tax relate to merger and transformation costs of £73 million for the year ended
31 December 2020 (2019 : £62m). In 2019 restructuring costs also included rebranding and other change in control costs allocated to the shareholders.
Additional restructuring costs are included in the analysis of administrative and other expenses in Note 6 to the consclidated financial statements.

Making a difference the M&G way

Operational Efficiency Drive

As part of our drive for improved operational
efficiency, we have looked at ways to
consolidate and modernise the technology
we use to support customers. Having already
migrated 433,000 customers from legacy
platforms, in November 2020 we moved a
further 394,000 corporate and individual
Image removed < pensions to our new platform of choice,
BaNCS. This allows these customers easier
access to our MyPru servicing platform,
which now has 350,000 users. Work is
currently underway to migrate a further
1.05 million pension and bond customers
in October 2021. Migration away from
legacy inherited platforms is helping us
deliver greater servicing adaptability for our
customers and anticipate and respond to
future challenges.
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The following table shows adjusted operating profit before tax split by segment and source of earnings:

¢

For the year ended
31 December
£m ) 2020 2019
Asset Management - 316 381
With-profits : ) ) a4 55
Other . (28) 38
Savings and Asset Management 332 474
With-profits 207 187
Annuities ) : _ 438 458
Other . 54 107
Heritage 699 752
Corporate Centre (243) 77
Adjusted operating profit before tax 788 1,149

Adjusted operating profit bgfore tax sources of earnings
£m

2019

2020 : (243)

(400) (200) (¢} 200 . 400 600 800 1,000 1,200

W Savings and Asset Management @ Heritage # Corporate Centre

‘Adjusted operating profit before tax was £788 million for the year ended 31 December 2020 (2019: £1,149 million). The results
include the first full year of listed infrastructure costs, with £167 million of finance costs in relation to the subordinated debt,
£101 million of head office costs and £15 million foreign exchange gain in respect of the US dollar subordinated debt. The 2019
result benefitted from changes made to the staff pension schemes of £64 million which were not repeated in 2020. The fall in
fee-based revenue resulted from net client outflows in Retail Asset Management during 2020, particularly in the international
wholesale channel, and industry-wide pressure on margins.

_ IFRS profit after tax

IFRS profit after tax attributable to equity holders from continuing operations increased to £1,142 million compared to

£1,065 million for the year ended 31 December 2019. The fall in adjusted operating profit before tax was offset by the combined
positive impact of a £380 million increase in short-term fluctuations in investment returns and a £125 million reduction in
restructuring costs, less a £15 million increase in the equity holders tax charge. Short-term fluctuations primarity comprise gains
on equity hedges of £235 million, a benefit of £118 million from interest rate swaps purchased to protect the Solvency Hi capital
position and a £435 million increase from fair value movements on surplus annuity assets. These gains have been partially offset
by the strengthening of the credit risk allowance for shareholder-backed annuities by £117 million, in anticipation of short-

term deterioration in the number of company defaults and downgrades due to the current market conditions arising from the
COVID-19 pandemic. :

Equity holders’ effective tax rate for the year ended 31 December 2020 was 18.3% compared to 18.4% for the year ended

31 December 2019. Excluding non-recurring items, the equity holders’ effective tax rate was 18.8% (2019: 20.2%). The equity
holders’ effective tax rate of 18.3% was lower than the UK statutory rate of 19% (2019: 19%) primarily due to beneficial impacts
arising from adjustments to prior periods tax charges and non-taxable income during the period, partially offset by the
detrimental impact of non-deductible expenses. Our approach to tax is to act responsibly and transparently in all of our tax
affairs. We understand the importance to governments and societies of paying the right amount of tax at the right time in the
right place. The Group complies with statutory obligations in all the jurisdictions in which we operate and seeks to have an open
and effective relationship with tax authorities.

.
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Business and financial review continued

Capital generation
The following table shows an analysis of total capital generation:
For the year ended
31December
£m ) 2020 2019
Savjngs and Asset Management underlying capital generation a17 414
Heritage underlying capital generation 446 459
Corporate Centre underlying capital generation (286) 91)
Underlying capital generation 577 782
Other operating capital generation 735 494
Operating capital generation 1,312 1,276
Market movements (118) 538
Restructuring and other (73) (133)
Tax (126) (172)
Total capital generation 995 1,509

Total capital generation was £995 million for the year ended 31 December 2020 (2019: £1,509 million), reflecting improved
operating capital generation but also the impact of negative market movements in the period, compared to the positive market
movements experienced in 2019.

We analyse operating capital generation by considering both the contribution from underlying capital generation, which includes
the expected surplus capital from the life insurance business, as well as the adjusted operating profit before tax and associated
capital movements from other business and also the capital generated from other operating items.

Underlying capital generation fell to £577 million (2019: £782 million), primarily due to the expected impact of the first full year

of listed infrastructure costs in the Corporate Centre, with the underlying result from our operating segments remaining broadly
stable. This reduction, however, was offset by a larger benefit from other operating items of £735 million (2019: £494 million),
resulting in an increase in operating capital generation to £1,312 million (2019: £1,276 million).

Other operating capital generation was driven by a £408 million (2019: £157 million) benefit from management actions, along
with £167 million (2019: £214 million) due to assumption changes, which includes £242 million arising from longevity assumption
releases. The impact from model changes, experience variances and other items was £160 million (2019: £123 million) which includes
an increased contribution from the Corporate Centre of £88 million (2019: £68 million reduction), partially offset by a reduced

impact within Heritage. The change in Corporate Centre primarily reflects the impact of updates to the measurement approach of the
Group's leases under Solvency Il, while the 2019 result allowed for the establishment of operational risk capital for the new Head
Office function.

The adverse economic conditions experienced during 2020 reduced total capital generation by £118 million, whereas the 2019
result benefitted from £538 million of positive market movements. The 2020 market movements are net of a positive impact of
£346 million from equity and interest rate hedges, which protect the Group's capital position.

Capital position’

The Group's Solvency Il surplus increased to £4.8 billion as at 31 December 2020 (2019: £4.5 billion), equivalent to a shareholder
Solvency |l coverage ratio of 182% (2019: 176%), driven by total capital generation of £995 million offset by reductions of

£562 millic_)n for dividends paid to shareholders and £121 million from other capital movements.

Our With-Profits Fund continues to have a strong Solvency Il coverage ratio of 242%. While this is lower than the 267% as at
31 December 2019, it reflects the increased cost of options and guarantees and the distribution of £1.0 billion of excess surplus
in the fund to our with-profits policyholders announced in February 2020.

The regulatory Solvency Il coverage ratio of the Group as at 31 December 2020 was 144% (2019: 143%). This view of solvency
combines the shareholder position and the With-Profits Fund, but excludes all surplus within the With-Profits Fund.

i The shareholder, With-Profits Fund, and regulatory views of the Scolvency |l position presented above assume transitional measures which have been
recalculated using management’s estimate of the impact of operating and market conditions as at the valuation date.

Financing and liquidity

The following table shows key financing and liquidity information:

For the year ended

31 December

£m 2020 2019
Parent Company cash and liquid assets 4 ‘ 1,040 1,274
Nominal value of debt . 3,216 3,227
Leverage ratio 30% 31%
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The key metric we use to manage our debt is the leverage ratio, defined as the nominal value of debt as a percentage of the
Group's shareholder Solvency Il own funds. For further detail on Group's shareholder Solvency Il own funds see Note 38.2.2.
During 2020 our leverage ratio improved to 30% (2019: 31%).

The following table shows the movement in cash and liquid assets held by the Parent Company during the period:

For the year ended

31 December

£m ' 2020 2019
Opening cash and liquid assets at 1 January ' 1,274 18
Cash remittances from subsidiaries 737 a77
Special dividends from subsidiaries —_— 1177
Substitution of subordinated liabilities ' - 3.241
Corporate costs V (45) (37)
Interest paid on core structural borrowings (189) (22)
Cash dividends paid to equity holders } (562) (543)
Final dividend paid to equity holders prior to demerger — (2,968)
Acquisition of subsidiaries (86) (86)
Acquisition of own shares (105) —
Other shareholder income ’ 16 17
Closing cash and liquid assets at end of period' 1,040 1,274

i Closing cash and liquid assets at 31 December 2020 included a £1,001 million (2019; £1,200 million) inter-company loan asset with Prudential Capital
pic, which acts as the Group's treasury function.

Movements in cash and liquid assets held by the Parent Company for the year ended 31 December 2020 represent the
remittances and payments that will arise in the normal course of business. In comparison, the year ended 31 December 2019
included significant cash flows related to the demerger. Total cash and liquid assets have remained stable with cash remittances
of £737 million (2019: £477 million) received from our subsidiaries more than covering the cash dividend payments to equity
holders of £562 million and interest paid on core structural borrowings of £189 million (2019: £22 million).

Active Capital Management and Operational Efficiency
Our seventh strategic pillar is Active Capital Management and Operational Efficiency.

Active Capital Management Operational Efficiency operational simplicity and improved
The primary focus of our capital We remain focused on delivering customer outcomes.

management is financial strength and operational efficiencies through We have demonstrated our

financial stability. This is achieved our five-year investment in digital commitment to delivering

through actively managing the Group's transformation despite disruptions operational efficiencies through the
solvency position and the quality of caused by COVID-19. We remain on following actions:

the capital held. During the year we track to deliver £145 million annual run-

have demonstrated the benefits of rate shareholder cost savings by 2022. - PrqceeQing at pace with the

our proactive approach to capital The bandermic has given s the ratlonallsathn_programme of ourIT
management since, despite the impact pand 9 estate, remaining on track to reduce
of COVID-19 on the financial markets, ~ OPPOrtunity torethink the way we the number of applications by ¢.50%.

waork, improving our efficiency and
environmental footprint. We will continue
to execute already identified initiatives
whilst capturing these benefitson a

- Continuing with the digitisation of
the Heritage business migrating over
800,000 customers to the leading
BaNCS platform and continuing to

we delivered total capital generation of
£995 million increasing our shareholder
Solvency |l coverage ratio to 182%.

QOur total capital generation result permanent basis to deliver even greater . .
. - - . i decommission expensive legacy
includes a £408 million benefit from cost savings. We will carefully balance I . -

. . . ! policy administration systems.
management actions, driven by a investment requirements and cost to

contribution of £272 million from asset achieve, with savings potential.
trading and optimisation, as well as
£50 million from extending our equity
hedging programme.

Over the next two years our core
objectives will be to implement

A Our strategic pillars
the new target operating models

simplification of the With-Profits Fund
structure, pooling assets currently - -

) . Active Capital
spread across 103 investment Management and
building blocks into 28, delivering Operational Efficiency

. Protect Heritage

We remain committed to achieving our developed for business and support @ @ ; g:\:t:lli: UK
ambitious three-year total cumulative functions, allowing us to tackle growth 3’ Expand Institutiona
capital generation target of £2.2 billion opportunities as efficiently and @ @ 4' Grow Europe
to the end of 2022. effectively as possible and complete @ 5: Build Internationa]
6
7
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Business and financial review continued

Our Savings and Asset Management business

Savings and Asset Management financial
performance was impacted by net client outflows
in Retail Asset Management and industry-wide
pressure on retail margins

Assets under management and administration and net client flows
Savings and Asset Management AUMA

£bn
6.90 2323
N
2159
gy T
Opening AUMA Net client flows Acquisition Market Closing AUMA
1January 2020 of Ascentric movements 31 December 2020
Net client flows AUMA!
For the year ended As at
31 December 31December
£bn 2020 2019 2020 2019
Retail Savings 0.4 6.2 81.8 63.5
of which: PruFund 0.4 6.4 55.5 53.8
Retail Asset Management (12.1) (7.4) 64.2 74.9
Institutional Asset Management 51 (0.1) 85.5 76.8
Other - — 0.8 07
Total Savings and Asset Management! (6.6) (1.3) 232.3 215.9

i Included in total AUMA of £232.3 billion (2019: £215.9 billion) is £6.5 billion (2019: £6.4 billion) assets under advice.

Our Institutional business performed well with net client inflows foliowing continued strong investment performance and
highlighting the appeal of our range of innovative investment solutions. Net client inflows of £5.1 billion partially offset the impact
of the net outflows from our Retail Asset Management business with AUMA increasing to £232.3 billion at 31 December 2020.

Retail Savings AUMA increased 29% to £81.8 billion over the year to 31 December 2020, primarily as a result of the acquisition

of Ascentric, which increased AUMA by £16.1 billion. Net client inflows of £0.4 billion experienced by Retail Savings were lower
than 2019 with economic uncertainty and market volatility impacting investor sentiment across the retail savings market in 2020.
In addition, COVID-19 restrictions severely limited the extent to which advisers were able to interact face to face with customers
during the year leading to a significant reduction in new business sales.

PruFund AUMA increased 3% as a result of positive investment returns and net client inflows of £0.4 billion.

Retail Asset Management AUMA decreased 14% to £64.2 biltion over the year with net client flows impacted by the volatile

global markets and ongoing underperformance in some of our established funds, particularly in our international wholesale
channel. Overall net client outflows increased to £12.1 billion (2019: £7.4 billion) and were particularly high in the first quarter of
2020 at £5.6 billion but levelled off as investor sentiment improved in the last quarter with the approval of COVID-19 vaccines.
Performance improved markedly in the final quarter with 78% of wholesale assets above peer group medians in the three months
to December 2020. We continue to reinvigorate our Retail Asset Management proposition to improve investment performance,
offer greater value for money and evolve our fund range in order to diversify and increase client flows. In December, we launched
three sustainable muiti-asset fund ranges, cautious, balanced and growth, which aim to deliver total return within explicit
volatility limits while also making a positive contribution to solving some of the world’s major social and environmental challenges.
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Our further investment in building investment capabilities in Asia over the past year enabled us to win several new mandates from
our With-Profits Fund and to repatriate the management of those assets during the year. The most significant being a £9 billion
mandate to manage Asian and Japanese equities, with a further £2 billion expected to transition by early 2021. Additionally, the
MR&G fixed income team was awarded a £12 billion US fixed income mandate from our With-Profits Fund in Q4, of which £11 billion

has already transitioned with the remainder expected to complete in early 2021.

Institutional Asset Management AUMA increased 11% to £85.5 billion during the year, driven by strong net client inflows of

£5.1 billion and is now the largest component of our Savings and Asset Management AUMA. Consistently strong investment
performance has driven £3.3 billion of net client inflows into our public debt propositions. A further £0.7 billion of net client
inflows was received into our infrastructure offering and £0.6 billion of net client inflows into our real estate propositions in
2020. We continued to broaden our investment capabilities offering bespoke investment solutions to our clients, which are less
affected by market volatility and offer good margins. Leveraging our strong position in the UK, we aim to expand our business

capabilities internationally.

Our expertise in private assets, which offers private fixed income, alternatives, real estate and infrastructure equity offerings,

is @ key component of our institutional investment capability and represents a resilient, high-margin source of revenues. It also
underpins our ability to launch Catalyst, a team formed to manage a £5 billion mandate from our With-Profits Fund aimed at
delivering positive societal impact through innovation as well as investing on behalf of the external institutional investors seeking
private credit exposure. Our private assets under management increased 11% to £67.2 billion of AUMA as at 31 December 2020

(2019: £60.3 billion).

Adjusted operating profit before tax
The following table shows an analysis of adjusted operating profit before tax:

For the year ended

31 December

£m 2020 2019
Asset Management fee-based revenues 988 1,033
Other fee-based revenues 158 158
Total fee-based revenues 1,146 1,191
With-profits shareholder transfer net of hedging gains/(losses) 44 55
Adjusted operating income 1,190 1,246

Asset Management operating expenses
Other operating expenses

(672) (652)
(168) (165)

Adjusted operating expenses (840) (817)
Other shareholder (loss)/profit (28) 30
Share of profit from joint ventures and associates 10 15
Adjusted operating profit before tax 332 474
Adjusted operating profit before tax sources of earnings
The following table shows adjusted operating profit before tax split by source of earnings:
For the year ended
31December
£m 2020 2019
Asset Management 316 381
With-profits 44 55
Other (28) 38
Adjusted operating profit before tax 332 474
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Business and financial review continued

Savings and Asset Management by sources of earnings
£m

2019 |

2020 |

(100) (50) 0 50 100 150 200 250 300 350 400 450 500

@ Asset Management B With-Profits M Others

Adjusted operating profit before tax from our Asset Management activities decreased to £316 million in the year ended 31 December
2020 (2019: £381 miillion) driven by a 4% reduction in fee-based revenues to £988 million (2019: £1,033 million). The reduction in
average AUMA in Retail Asset Management, combined with the downward pressure on retail margins, resulted in lower fee-based
revenues of £466 million during the year (2019: £584 million). The lower pricing structure applied to our UK OEIC fund ranges in
August 2019 contributed to a £19m reduction whilst the suspension of the M&G Property Portfolio Fund in December 2013 led

to a further £13 million reduction in fee-based revenues in 2020. In contrast, revenue earned by Institutional Asset Management
increased to £480 million (2019: £429 million) as a result of higher average AUMA and improved revenue margins. Asset Management
adjusted operating expenses, excluding the £35 million one-off benefit resulting from changes to the Group’s defined benefit pension
schemes in 2019, reduced by £15 million over the year, driven by lower facilities costs and lower travel and entertainment costs.

The Asset Management average fee margin of 50 basis points (bps) was 7bps lower at 31 December 2020 compared to 31 December
2019 reflecting the continued industry-wide pressure on fees in Retail Asset Management. Average revenue margins in the
Institutional Asset Management business were 2bps higher at 28bps, compared to 26bps at 31 December 2019, reflecting our

focus on the provision of high-margin, innovative investment solutions for clients. This focus has resulted in favourable changes

to our product mix, with net client flows out of our lower margin products and into these more specialised, higher margin solutions.

The cost/income ratio for the Asset Management business was 71% (2019: 64%), with the increase largely driven by the reduction
in Retail Asset Management revenue and also the non-recurrence in 2020 of the £35 million past service credit.

The with-profits shareholder transfer, driven by PruFund, decreased to £54 million (2019: £73 million) as a result of the downward unit
price adjustment for the fall in financial markets at the start of 2020, which was not fully mitigated by later upward price adjustments
in the fourth quarter. in addition there were fair value losses of £10 million (2019: £18 million loss) on the derivative instruments used to
mitigate the equity risk to shareholders.

The other shareholder loss in the year to 31 December 2020 is driven by items impacted by the market volatility in 2020, including a
£16 million reduction in investment return on seed capital investments and a £5 million reduction in share of profit from associate.

In addition, 2020 includes an expected £4m loss on the Ascentric business acquired in the year. We expect Ascentric to strengthen
our investment proposition by increasing our tax wrapper offerings and distribution footprint in the platform market. As we integrate
Ascentric, build scale, automate operations and improve efficiency we expect the short-term impact on Savings and Assets
Management earnings to be limited.

Capital generation
The following table shows an analysis of operating capital generation:

For the year ended

31December

£m 2020 2019
Asset Management underlying capital generation 308 379
With-profits underlying capital generation 88 —
of which: in-force . 100 61
of which: new business (12) (61)
Other underlying 21 35
Underlying capital generation 417 414
Other operating capital generation 83 45
Operating capital generation 500 459

Underlying capital generation for the year ended 31 December 2020 was stable at £417 million (2019: £414 million). Whilst the
contribution from our Asset Management business fell to £308 million (2019: £379 million) in line with the reduction in adjusted
operating profit before tax, this was offset by higher underlying capital generated from with-profits in-force business and lower
new business strain. The with-profits in-force business capital generation of £100 million (2019: £61 million) was driven by the
expected growth in future shareholder transfers which was greater in 2020 on higher opening asset values, while new business
strain fell to £12 million (2019: £61 million) mostly reflecting lower PruFund net client inflows, amongst other movements.

Other operating capital generation of £83 million (2019: £45 million) primarily reflected changes in the modelling and assumptions
relating to underlying capital requirements in respect of PruFund business, and also a beneficial impact of £31 million from the
extension of our equity hedging programme.
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Our Heritage business

Underlying performance of our Heritage business
remained strong, continuing to provide a stable and
sizeable underpin to our earnings

Assets under management and administration and net client flows

The AUMA reduction of £0.3 billion to £133.7 billion at 31 December 2020 (2019: £134.0 billion) was driven by net client outflows,
of £6.6 billion (2019: £7.6 billion net outflow), which were in line with expectations, offset by favourable market movements of
£6.3 billion. :

’

Adjusted operating profit before tax '
The following table shows an analysis of adjusted operating profit before tax:

For the year ended
31 December
£m 2020 2019
Fee-based revenues 74 96
Annuity margin 438 458
With-profits shareholder transfer net of hedging gains/(losses) 207 187
Adjusted operating income 719 741
Adjusted operating expenses (79) (87)
Other shareholder profit 59 98
Adjusted operating profit before tax 699 752
Adjusted operating profit before tax sources of earnings
The following table shows adjusted operating profit before tax split by source of earnings:
For the year ended
31December
£m 2020 2019
With-profits 207 187
Shareholder annuities 438 458
Other 54 107
Adjusted operating profit before tax ' 699 752

Heritage by sources of earnings
£m

2019 18/

2020 207

0 100 200 300 400 500 600 700 800

B With-Profits B Shareholder annuities B Other

The shareholder transfer relating to traditional with-profits business increased to £254 million (2019: £251 million), offset by
£47 million (2019: £64 million) of fair value losses on the derivative instruments used to mitigate equity risk to shareholders.

Adjusted operating expenses decreased by £8m during the year, in line with expectations as the Heritage business runs off.
Other shareholder profit primarily relates to insurance reserve releases as we complete the review of a number of legacy
remediation programmes.
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Business and financial review continued

The following table provides further analysis of the annuity margin:

For the year ended

31December

£m 2020 2019
Return on excess assets and margin release 188 216
Asset trading and portfolio management actions 59 110
Longevity assumption changes . 217 126
Other : ‘ (26) 6
Annuity margin 438 458

Longevity assumption changes resulted in a benefit of £217 million in the year ended 31 December 2020, primarily driven by
updates to current mortality assumptions, along with a marginal impact from moving from the CMI 17 mortality improvements
model to the CMI 18 model, adopted using the Group's own calibration. The 2019 result included a £126 million benefit in relation
to changing from the CMI 16 to the CMI 17 model. We continue to monitor the impacts of COVID-19 on our longevity assumptions.

Recurring sources of earnings from the annuity book, primarily the return on assets held to back capital requirements

and the release of the margins held in respect of credit risk, mortality and expenses, decreased by 13% to £188 million

(2019: £216 million). This mainly reflects a lower level of excess assets on the annuity portfolio following the payment of dividends
to the Parent Company and decreasing bond yields during the year.

During the year, we also earned £59 million from asset trading and portfolio management actions (2019: £110 million) which includes
the loss arising on the sale of a property in 2020 due to the impact on the valuation of annuity liabilities.

The credit quality of fixed income assets in the annuity portfolio remain strong.

Over 98% of the debt securities held by the shareholder annuity portfolio are investment grade and only 15% are BBB. In addition
81% of the shareholder annuity portfolio is held in debt securities either categorised as risk-free or secured (including cash).

We experienced limited downgrades over the year with only ¢.4% of bonds in the shareholder annuity portfolio subject to a
downgrade which changed the letter rating.

Capital generation .
The following table shows an analysis of operating capital generation:

For the year ended
31December
£m 2020 2019
With-profits underlying capital generation 105 71
Shareholder annuity and other underlying capital generation 341 388
Underlying capital generation 446 459
Model improvements (19) 142
Assumption changes 185 207
Management actions : : 374 167
Other including experience variances 24 1
Other operating capital generation 564 517
Operating capital generation 1,010 976

Traditional with-profits business generated underlying capital of £105 million during 2020 (2019: £71 million). Similar to Savings
and Asset Management with-profits business, this was driven by the expected growth in future shareholder transfers which was
greater in 2020 on higher opening asset values. There also continued to be significant underlying capital generation from the
shareholder annuity and other business, contributing £341 million (2019: £388 million).

Other operating capital generation increased to £564 million (2019: £517 million). The 2020 result includes a significant
benefit from a series of management actions taken to strengthen the balance sheet, which increased surplus by £374 million
(2019: £167 million). This included a contribution of £272 million from asset trading and optimisation, as well as a £62 million
capital release to reflect the reduced risk of legacy remediation programmes now coming to completion. However, the

£142 million benefit from model improvements in 2019 was not repeated in the 2020 results. ’

The impact of assumption changes primarily relates to the positive impact of £242 million from the longevity assumption updates
described in the adjusted operating profit before tax section, offset by a reduction from other assumptions of £57 million.

The 2019 result included a benefit of £105 million from changes to longevity assumptions coupled with a positive impact from
expense assumption changes of £88 million.
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Viability statement

In accordance with Section 31 of the UK
Corporate Governance Code, the Board
has undertaken a comprehensive and
robust assessment of the prospects and
viability of the Group.

Process for assessing
long-term prospects

The Group’s long-term prospects

are primarily assessed through the
strategic and financial planning process.
The main output of this process, on
which this assessment is based, is the
‘Business Plan’ which covers the period
to December 2024. The Business Plan
was approved by the Board in December
2020, following a robust review and
challenge process.

The Business Plan contains detailed
financial forecasts, including the related
risks and mitigating actions over the
planning period. The forecasts have been
prepared based on the business model
that management is deploying to deliver
our key strategic pillars, as explained on
page 23 of this document. The Business
Plan covers all the key measures that
underpin our Financial Management
Framewaork, which includes metrics on
capital, liquidity, debt and earnings.

The Business Plan considers the
implications of current and emerging

risks and the resulting uncertainties that
these present to the achievement of the
Business Plan, including the principal risks
and uncertainties to which the Group is
exposed as discussed on pages 68-75 of
this document. We assess these risks and
uncertainties through stress and scenario
testing as discussed later in this statement.

Progress against the Business Plan will
be monitored regularly by the Board.

Period for assessing viability

The Board considers that the four-

year period to December 2024 is an
appropriate period for this viability
assessment, being the period over which
the Board will monitor the performance
of the Group and the period covered by
the Business Plan approved by the Board.

Assessment of viability

The Board assessed the financial and
operational impact of the Group’s
principal risks on the ability to deliver
the Business Plan. The Board reviews
the principal risks to ensure that they
reflect current market conditions and
any changes to the Group risk profile.

As part of the strategic and financial
planning process, we considered the
impact of various severe, but plausible
stresses and scenarios on the ability to -
deliver the Business Plan.

The individual stresses are developed

by the Risk and Resilience team, with

the Investment Office and Finance
providing input into the development

of the relevant scenarios. The process
is overseen by the Group Risk Committee.

The following individual stresses were
considered as part of the Business Plan:
- 20% fall in equity prices

- 20% fallin property prices

(50bps) parallel shift in nominal yields
20% of the credit portfolio
downgrading by one full letter
+100bps spread widening

(A-rated assets)

In addition, the Business Plan was
subjected to a rigorous scenario
testing process.

The impact of scenarios related to
COVID-19 was an area of key focus for

this year's strategic and financial planning
process. COVID-19 has and will continue
to have animpact on our customers, our
people, the financial markets and the way
we manage our business and execute our
strategic plans. Accordingly, we developed
and tested four COVID-19 scenarios for the
purposes of the Business Plan:

- Optimistic - Activity normalisation
begins in 2020, with a relatively rapid
recovery toward prior economic trends

Baseline - Economic recovery

begins in Q12021, but is delayed due
to continued disruptions, with no
recovery of previous economic trends
Pessimistic 1 - Disruptions persist
and trend permanently reduced; real
interest rate environment held low to
assist recovery and support elevated
fiscal deficits

- Pessimistic 2 - Disruptions persist
and trend permanently reduced; fiscal
deficits curtailed by rising sovereign
risk premia and inflation expectations

We also considered various scenarios
associated with potential outcomes from
the ending of the Brexit transition period
and the uncertainty around the nature

of the trade deal which could have been
achieved with the EU at the time. We stress
tested our Business Plan against a ‘severe
Brexit scenario’, which had assumed an
exit with no trade deal compounded by
subsequent pressure on UK assets due to
capital flight. Under this scenario, short-
term GDP growth was assumed to be
1.5-2% lower than pre-Brexit trend which
would have resulted in a devaluation of
sterling and an increase in interest rates
as per our assumptions. The Directors
continue to be satisfied that this remains
areasonable basis for their assessment.

Climate risk is an emerging area of focus
for the Board and although not covered
specifically in the Business Plan, it has
been assessed as part of our Own Risk
and Solvency Assessment (ORSA),
which is an integral part of our risk
management process and is reviewed
by the Board. The ORSA assesses the
current and forward-looking solvency
position of the Group by analysing the
instantaneous balance sheet impact of
applying various internally generated
and regulatory stresses.

Climate-related stress testing is relatively
new and further work is required to
develop and refine the climate change
scenario testing approach and to assess
appropriate management actions that
could mitigate the impacts of climate-
related risks.

However, for the purpose of the ORSA,
three of the Intergovernmental Panel
on Climate Change (IPCC) scenarios
were assessed:

- Sustainability Short-Term - Taking
the green road with low challenges
to mitigation and adaptation (< 1.5°C
increase in global temperatures)

- Middle of the Road Short-Term -

Medium challenges to mitigation
and adaptation (2.0°C)

- Regional Rivalry Long-Term - a rocky
road with high challenges to mitigation
and adaptation (warming 2 4.0°C)

In assessing viability, the Board also
considered the availability of the £1.5bn
syndicated revolving credit facility which
matures in 2024. As at 31 December
2020, the facility remained undrawn.

In addition, the Group can access an
active £10bn Medium Term Note (MTN)
programme to meet any immediate
liquidity requirements.

The results of the stress and scenario
testing demonstrated that due to the
robust risk management process in place
and the broad range of mitigating actions
available, such as access to immediate
liquidity funding and the ability to reduce
dividends, the Group is able to withstand
the impact in each case with regards to
meeting all mandatory liabilities as they
fall due.

Statement of viability

Based on the results of the procedures
outlined above, the Board has a
reasonable expectation that the Group
will be able to continue in operation
and meet its liabilities as they fall

due over the four-year period ending
31 December 2024.
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Our approach to sustainability

Shaping a sustainable future

Our ambition for long-term business
resilience and a better world to live in

Why does
sustainability
matter to us?

We believe that well-governed
businesses, run in a sustainable way,
will deliver better overall outcomes for
customers and clients, stronger and
more resilient returns for shareholders,
and long-term benefits for society.
That’s why we think carefully about the
environmental, social and governance
(ESG) risks and opportunities associated
with the businesses, buildings and
infrastructure which we invest in

and manage.

However, we consider the key to our
long-term sustainability is not just

about making a difference with what we
do - it's also how we do it. This means
being mindful of the way we run our
own business, the impact we have on
the planet and our communities, and the
opportunity we have to influence others
through leading by example.

How we approach
sustainability as investors

As investors and stewards of our
customers’ money, our customers
are at the heart of our thinking
about sustainability.
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Our corporate commitments to sustainability

When it comes to sustainability, it's not enough to have good intentions. To ensure
we deliver on our purpose to make the world a little better, in March 2020

we made some specific company-wide commitments in two areas we see as
sustainability priorities: climate change, and diversity and inclusion. Most of these
commitments are ambitious long-term targets which we will continue to work
towards this year, and in coming years, and we will be regularly reporting our
progress to our shareholders and other stakeholders.

Commitments on climate change:
- Carbon net zero as a corporate entity by 2030.

- Carbon net zero investment portfolios by 2050, across our total assets under
management, to align with the Paris Agreement on climate change.

Commitments on diversity and inclusion:

- Year on year improvement in the representation of gender and ethnicity/
nationality in our senior leadership (Executive Committee and their direct
reports) every year, with the goals of achieving 40% female representation
and 20% representation from BAME backgrounds by 2025.

- We will aim to evaluate the diversity policy of investment managers that manage
assets on our behalf, including how an investment manager challenges its
investee companies to improve and maintain diversity in their business models.

- Achieving external benchmarks from the National Equality Index and
Stonewall's Top 100 Employers in 2020; and progressing to become a
Department of Work and Pensions Level 3: Disability Confident Leader

(achieved on time during 2020).

You can read more on how we are meeting our diversity and inclusion targets

Pages 60-63

Asset owner and

asset manager:

different responsibilities,
same commitment

We invest on behalf of our customers
in two separate capacities, with distinct
roles and responsibilities.

On behalf of the With-Profits Fund

and our pension savings and annuity
books, we serve as an asset owner.

Our responsibility as an asset owner is

to create the best customer outcome

in terms of general well-being in line

with our fiduciary duty, taking into
consideration financial security. To do this,
we make decisions about how to allocate
assets, what should be the financial and
sustainability investment requirements for
our mandates, and which asset manager
should manage them.

We also invest as an asset manager,
where we act on behalf of individual
savers and institutional clients, working
to meet their required investment
objectives. As asset manager, we must
follow the mandates set out in fund
objectives or agreed with institutional
clients. Sometimes, these mandates will
have sustainability policies which differ
from those we apply as asset owner.

As at 31 December 2020, we manage
£233.4 billion as at year end for external
clients and £133.8 billion on behalf of our
internal client.

While M&G's values of care and integrity
inform all our sustainability work, the
policies of asset manager and asset
owner may diverge on occasion.

Both asset owner and asset manager
share our group commitment to
achieving net zero carbon emissions
across our entire investment portfolio
by 2050, and a set of common ambitions
and ESG principles to help us achieve it.



Customer
led

We aim to: be relevant,
innovative and accessible,
meet customer and client demand
for sustainability and impact
solutions; communicate
clearly about our products,
policies, processes and
potential outcomes.

Sustainability governance

We have a clear governance
framework which we use to deliver our
responsibilities to our stakeholders,
including identifying and managing
risks, and managing conflicts between
stakeholder groups.

In 2020, the M&G plc Board refreshed
its terms of reference to formalise its
responsibility for setting sustainability
strategy, principles and values.

This was to reiterate the importance
of sustainability governance and
oversight taking place at the highest
level and having a regular place on the
Board's agenda.

We recognise that climate change has
the potential to impact our business
materially. Our Chief Financial Officer
(CFO) and our Chief Investment Officer
(CIO) are responsible for identifying and
managing the financial risks associated
with climate change. The CFQ is also the
appointed Board member responsible
for climate-related matters.

Sustainable ambitions across our business

Capability

enabled

We will use: world-class
people, research and proprietary
tools and data to understand ESG

risks and identify opportunities
across all asset classes;
our influence as a leading active
_ investor to engage and advocate
for sustainable performance,
our financial strength to make
investments which create
positive change.

Embedding sustainability
considerations in our business

Environmental, social and governance
risks and opportunities are evolving

fast, and are often complex and
interconnected. Managing these
effectively in a sustainable business
model requires a principles-based
approach, consistent with our purpose
and our core values of care and integrity.

Our sustainability principles:

We will consider sustainability and
ESG factors when determining
our corporate strategy and new
business initiatives.

- We will embed sustainability
considerations throughout
our business.

- We consider the interests of all our
stakeholders and ensure our views on
sustainability are consistent with our
long-term approach.

- We will manage our businesses to the
same principles of acting responsibly
that we hold our investee companies
to accounton.

- Weidentify and incorporate ESG
risk factors into our general risk
management process.

Sustainably

delivered

We wilt do this with:
an inclusive, accountable
culture focused on our
purpose and our values of care
and integrity; sustainability
. embedded in all we do,
from customer service
to risk management.

- We review our sustainability
thinking regularly in order to align
with scientific and technological
improvements, and changes in
the global economy, ethics and
consumer preferences. We aspire
to be a thought leader, to innovate,
and to advance understanding of
sustainability issues.

- We aim to use our influence as a
global investor and asset owner to
drive positive change in sustainability
policy and corporate standards.

We believe in active asset ownership
and management which encourages
companies to transition towards a
sustainable future.
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Our approach to sustainability continued

Making a
difference with.
responsible
investment

We take our responsibilities as long-
term stewards of our customers’ and
clients money seriously and believe
that long-term investment returns are
underpinned by good governance and
sustainable business models.

ESG risks and opportunities have the
potential to impact a company'’s financial
performance, so we systematically
include consideration of these into

our investment analysis and decision-
making in all asset classes on an iterative
basis. This enables every fund manager
to develop a rounded view of a company.
or asset, and empowers them to make
better informed investment decisions.

In 2020, UN PRI (Principles for
Responsible Investment) rated
M&G Investments as either A+ or
A for the quality of its responsible
investment activity in all eight

of our asset classes assessed,
placing us above average compared
to our peers in all categories.

A summary of the report, which
covers listed equity, infrastructure,
property and fixed income, and our
submission can be found on our
website www.mandgplc.comin
the Responsible Investing at M&G
Investments section.

Image removed
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Making a difference the M&G way

Our voting on executive pay during COVID-19

During the COVID-19 pandemic, some UK companies
claimed furlough payments from the Government, or cut

or cancelled dividends to shareholders, without adjusting
senior executive pay. Rather than take a ‘one size fits all’
approach to voting on remuneration, in the run-up to the
AGM season we looked for evidence that companies were
not disproportionately placing the burden of the economic
impact of the pandemic on certain sets of stakeholders.
We asked companies how executive pay would be altered
where staff had been furloughed, or where dividends had
been lowered or suspended. In some cases, companies
took our feedback on board and made changes, and in
others they did not - resulting in our voting against the
remuneration report or abstaining. As a result, M&G used
our vote to oppose more than 30% of remuneration reports
at annual meetings for FTSE 350 companies in the first half
of 2020, compared with 6% in 2019.



The three pillars of our investment process
ESG issues are integrated into all three pillars of our investment process:

Investment Research; Portfolic Management; and Engagement and Stewardship.

ESG research

Our large and highly rated team of analysts and researchers produce thematic
and sectoral analysis of present and future ESG risks and opportunities, as
well as using proprietary tools and a wide variety of data to assess individual
asset exposure to ESG issues. These generate actionable investment insights
and suggestions for fund managers, which feed into their investment decision-
making and portfolio construction process.

Portfolio management and ESG

All our wholesale equity and public fixed income strategies are now subject

to quarterly ESG Portfolio Reviews. Stewardship and sustainability specialists
meet with each portfolio manager to scrutinise and explore the impact of ESG
themes and risks on the fund, and assess how ESG considerations are being
factored into investment decision-making. For our range of funds with specific
impact or sustainability objectives or criteria, such as the M&G Positive impact
Fund, we will also review how well we are fulfilling these objectives.

Engagement and stewardship

M&G Investments is a tier one signatory of the UK Stewardship Code,

the benchmark in the UK for institutional investors to meet ownership
responsibilities in respect of their holdings. We were ‘early reporters’ to the
Financial Reporting Council for the new 2020 Code, and expect to be in the
first tranche of 2020 Code signatories.

As active stewards of our customers' and clients assets, we engage
constructively with investee company management on the responsible
allocation of capital and relevant ESG issues. We approach engagement with
a clear objective and require action to be taken in order within a defined time
period. Active and informed voting is an integral part of our responsibility; in
using our votes, we seek both to add value and protect the interests of our
clients as shareholders. Climate change is now a dominant theme within our
engagements, but during 2020 we have also questioned companies on a wide
range of other topics including diversity, board composition, modern slavery,
biodiversity, cladding, plastics and responses to the COVID-19 pandemic.

Where the nature of a business or its activities or behaviours breach our core
values, and we believe engagement is either inappropriate or will be ineffective
in influencing positive change, we will consider exclusion of an investment.

Responsible investing
inreal estate

Our approach to responsible
investment within our real estate
portfolio is to create and manage
exceptional places that enrich the

lives of people and communities

to deliver long-term value for our
investors, society and the environment.
We focus on: environmental excellence;
health, well-being and occupier
experience; and contributing to
communities and society.

M&G is driving environmental
improvements within our assets to
increase operational efficiency and

to reduce both carbon emissions

and the use of natural resources.

This will enable us to meet our

net zero targets and deliver future-
proof assets that attract and retain
occupiers. In 2020, we increased

the number of our real estate assets
covered by green building certification
from 31% of our AUMA in 2019 to 34%
of our AUMA (by value). In 2021, we plan
to extend this certification to existing
buildings and enhance our requirements
for certification on development and
refurbishment projects.

We also aim to design and manage
places that serve peoples' needs, are
safe and accessible and encourage
positive health and well-being. We have
reached over 1.1 million people with

our health, well-being and inclusivity
programmes since 2018.

For each of our funds we set objectives
to deliver positive environmental and
social value opportunities across

our portfolio, and gather metrics to
evidence improvements and outcomes.
We perform strongly in the Global

Real Estate Sustainability Benchmark
(GRESB) survey, which assesses the
sustainability performance of real estate
portfolios and assets in public, private
and direct sectors worldwide. In 2020,
our ten participating funds all achieved
a Green Star rating with an average
score of 4 Green Stars.
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Our approach to sustainability continued

Helping
customers
invest fora
sustainable
future

Making a difference the M&G way

Capturing carbon through
sustainable forestry

Trees play a crucial role in mitigating
climate change by capturing and
sequestering carbon. The recently
launched M&G Climate Solutions
Fund invests in Weyerhaeuser, an
American company that owns or
controls more than 25 million acres
of timberlands.

These forests capture carbon that
would otherwise be released into the
atmosphere, with Weyerhaeuser's
wood products storing the equivalent
of 9 million metric tons of CO,
annually. That's equal to removing
more than 2 million cars off the road
every year.

The company harvests only 2% of its
forests each year, most of which is
sold to the housebuilding sector, as
building a house out of wood is much
less carbon intensive than building
one from steel, bricks and cement.
All Weyerhaeuser timberlands are
reforested after harvesting and

all are certified to the Sustainable
Forestry Initiative.

N

Image removed

46 | M&G plc Annual Report and Accounts 2020

As more people become aware of the
need to act on the climate emergency to
ensure a positive future for themselves
and their families, consumer preferences
and needs are changing. Older people
need to make their savings last for
longer and may be concerned about the
impact of climate-related uncertainty
and change on their investments, and on
the planet future generations will inherit.
Younger people in particular are now
taking a greater interest in where their
money is invested.

We are working to help people who want
sustainable long-term financial returns,
and those who also want to use their
money to make a positive difference to
the environment and society.

We do this in many different ways.
Through M&G Wealth, we can help
people decide on their personal
financial and sustainability objectives,
understand the options and choose the
right products for them.

We are also growing our range of ESG,
sustainable and impact funds and
strategies so that all our clients and
customers have more choices, reflecting
their own evolving priorities and the
fast-evolving investment opportunities
in these areas.

2020 saw the launch of our newest
equity impact fund: the M&G Climate
Solutions Fund; and a new range of risk-
managed sustainable multi-asset funds.
The coming year will see further new
propositions, including a sustainability
focused version of our PruFund

Planet range.

As we grow our range of sustainability
and impact funds, we are also helping
our customers, clients and advisers to
understand the potential financial impact
and outcomes they can expect. We are
also working on reducing the carbon
footprint of the service we provide to
customers, reducing paperwork and
bringing in more options to interact

with us by video or digitally.

Image removed
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Making a difference the M&G way

Helping customers in lockdown

When the COVID-19 pandemic meant customers couldn't meet their Prudential

Financial Planning advisers in person, we had solutions to help them. Our new video
service - originally developed to help minimise our environmental impact - allowed
new and existing customers to talk to their financial advisers from the safety of their
own homes. The tool also allows advisers to share documents electronically and
capture signatures, so customers needn't worry about sending and receiving post.
Since launch, the service has saved well in excess of 60,000 miles in travel, and more
importantly, has given customers valuable peace of mind. “In these uncertain and -
unprecedented times, technology is helping us to keep a human connection with our
customers,” says Mark Torrado, a Partner at Prudential Financial Planning.
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Climate change and TCFD continued

Our accountability
and disclosures

Qur central principle is to manage
our own businesses to the same
high standards of responsible
action that we expect from our
investee companies.

As investors ourselves, we know that
shareholders need decision-useful
data on climate exposure to understand
climate-related opportunities and risks.
We support the recommendations of
the Financial Stability Board's TCFD

to improve transparency, and are
committed to implementing them in
full. The climate-related disclosures
made below, and in more detail in

our first Sustainability Report we will
publish as an independent company,
document our progress implementing
the recommendations.

Governance

Climate change has the potential

to materially impact our business

so we have allocated responsibility

for identifying and managing-the
financial risks to two first-line Senior
Management Functions: the Chief
Financial Officer (CFO), and the Chief
Investment Officer (CIO). The CFO

is also the appointed Board member
responsible for climate-related matters.
We have put in place a company-wide
ESG Programme of work to build our
capability and integrate consideration
of ESG risks and opportunities across
our business, functions and processes.
Implementation is overseen by the ESG
Steering Committee comprising senior
leaders from across the group. The M&G
plc Board are responsible for oversight
of the Group's ESG strategy. -
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Strategy -
towards net zero 2050

Having announced our new 2050 carbon
emissions target for our investment
portfolio in March 2020, we're in the
early stages of building our roadmap to
achieving this ambitious, but essential
goal. This is a complex task - due to

the evolving science, rapidly moving
international political and regulatory
landscapes, and fast-changing customer
needs and expectations. .

Our roadmap will therefore be an
iterative process. As an asset owner
we will tilt our strategic asset allocation
and underlying mandates to be lower
carbon; and as an asset manager we
will prioritise identifying and investing
in climate solutions; engaging with
investee companies to encourage the
necessary emissions reductions; and
reducing contentious high carbon
exposures. Over time, the proportion
of our portfolios which are non-aligned
will decline to zero.

Actions as an asset owner

As an asset owner we have committed
to making our portfolios carbon
neutral by 2050. We integrate ESG
considerations - including climate -
into the way we allocate between
asset classes and geographic regions,
through sensitivity analysis assessing
portfolio exposures to climate-related
physical, transition and litigation

risks, country risk categorisation and
benchmark construction. We will be
setting fund strategies, designing
mandates and selecting the managers
to run them with our 2050 commitment
in mind.

2050

We have committed

to making our investment
portfolios carbon neutral
by 2050

Actions as a real estate
owner and manager

With the built environment
contributing approximately

40% of global carbon emissions,
we must achieve decarbonisation
of this environment if we are to
limit the worst effects of climate
change. As one of the founding
signatories of Better Buildings
Partnership (BBP) Climate Change
Commitment, M&G Real Estate
made a commitmentin 2019 to
achieve net zero carbon emissions
by 2050 across its global real
estate portfolio.

M&G Real Estate’s Net Zero
Pathway details the progress we
have made to date and our plans

to ensure we achieve our net

zero target. We believe that by
proactively integrating net zero
thinking into our investment
processes, we can smooth the
transition to low carbon investing
and optimise value for investors.
This has been a strong focus within
our global real estate portfolio,
where we have driven a 27%
reduction in energy intensity
compared to 2012/13 - five years
ahead of our 2025 target. Over that
time, we have seen a 33% reduction
in absolute carbon emissions.

Across our global portfolio,

the amount of green energy
procured by our funds could power
41,000 homes annually, while on-site
photovoltaic solar panels generated
over 6 gigawatts of energy.



Actions as an asset manager

As an active asset manager, we are well
placed to help influence the need for
climate change, because we have the
options of disinvestment or exclusion
from our funds where we believe
engagement is either inappropriate

or will be ineffective in achieving
positive change.

In 2020, we have been further

stepping up consideration of climate
change in every stage of our investment
process - research, portfolio
management and engagement - and
will continue to deepen our capability
and coverage in the coming year.

Alsoin 2020, we developed new
proprietary tools to help investment
professionals identify the prevalence of
climate and related ESG issues within
companies and across their portfolios,
and to enable us to evidence to third
parties the integration of climate and
ESG within the investment process.

In early 2021, we will be testing an
innovative “whole systems” approach
to climate change scenario analysis,
in collaboration with the asset owner
and colleagues across finance, risk,

IT operations and sustainability, which
has the potential to further improve
our thinking on investment strategy.

One of our priorities in the near term-
is to expand the availability of carbon
emissions data of investments beyond
listed equities, public fixed income and
real estate to cover all asset classes.

We will do this through engagement,

encouraging our investee companies to
provide full transparent decision-useful
climate-related data through Taskforce

on Climate-related Financial Disclosures

(TCFD) aligned reporting, setting

science-based targets and participating

in initiatives such as CDP; by enhancing
our modelling capability to estimate
emissions across those elements of
the investment universe not covered,;
and by evaluating other available tools
and projects.

Making a difference the M&G way

Image removed

Building for the future while

preserving heritage

Our FUrst & Friedrich office scheme in DUsseldorf

has achieved high environmental accolades through
Leadership in Energy and Environmental Design (LEED)
Gold certification. The development has upgraded the
surrounding area, whilst preserving part of the city’s
heritage and enabling the local community to benefit
from the building’s electric car charging points.

It reflects the type of investment we believe will stand
the test of time - strong property fundamentals matched
by innovative design. This office makes a meaningful
contribution to the city and characterises our approach’
to responsible investing.

NS
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Climate change and TCFD continued

Image removed

With the COP26 due to take place

in Glasgow in November, working

to accelerate the pace of global
emissions reductions is a focus for

us this year, whether through our own
engagement programme or as part

of collective actions.

In 2020, we created a climate
engagement “Hot List”, which has
focused our engagement on climate
change to companies to which we

have the highest carbon exposure.

We expect companies on the list to
commit to the Paris Agreement with

net zero carbon emissions by 2050,

and deliver significant falling emissions
in the very near future.

Meaningful engagement with our
investee companies on climate change
is part of what makes active investment
so powerful, whether on our own

or working collectively as part of the
Institutional Investors Group on Climate
Change or Climate Action 100+.
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Making a difference the M&G way

Engaging with investee companies
on emissions targets

In 2020, we met with an Australian petroleum company and asked
it to set a net zero ‘scope 3’ emissions target for 2050, while setting
clear expectations for the company to raise its 2030 ‘scope 1' and
‘scope 2' reduction targets and set a flaring target for gas.

We requested that the business clearly disclose the split of its
emissions between different processes, how it would hit an initial 30%
reduction target and how carbon offsets figured in its strategy. We also
asked the company how it would build its emissions reduction plan into
executive pay.

We are monitoring the company's public disclosures this year to see
how they will respond to our feedback and suggested targets before
determining our next steps.




Risk management .

The Taskforce on Climate Related Financial Disclosures (TCFD) requires that businesses disclose clear, comparable and
consistent information about the risks and opportunities presented by climate change. It recognises the severity of climate

risk and challenges misconceptions about the nature and timeframe of the impact of climate change. We take a holistic view

of climate change risk across transition, physical and liability risks and across a range of timeframes (Short-Term (ST): <3 years;
Medium Term (MT): 3-10 years; Long-Term (LT): 10+ years). The main categories of these risks are illustrated in the following
tables, and are applicable across our different legal entities and business areas.

Key Transition Risks ldentified

Risk Driver impact |dentified Horizon
Policy and Sectors with high carbon emitters leading to increased costs in terms of: ST/MT
Regulation - regulatory changes

- decarbonisation/new products
data collection and disclosure
potential legal fines

Associated financial impacts from investing in innovative solutions that reduce, ST/MT
minimise or mitigate the impact of climate change

- Time and resource involved in decommissioning legacy systems

Technology .

Strategic Changes to health and social care funding, incentives to save

Market Change/fiuctuations due to: ST/MT

- demand for products/services as clients and stakeholders demand more and become
more climate aware, or from knock-on impacts from changes to taxes, health and social
care funding or policy incentives to save

- revenue mix and sources resulting in decreased revenues: (e.g. shift in revenue from
oil supply to gas supply for customers in the Oil and Gas sector)

- fire sales or liquidity issues in carbon intensive assets
- the price for energy as the move to greener resources is made
- lending limitations and failed repayments

Reputation Failure to meet targets and commitments made to stakeholders within the ST/MT
required timeframes

Key Physical Risks Identified
Risk Driver Impact Identified Horizon

Acute The occurrence of extreme weather events resulting in: MT/LT
- issues with supply chain management resulting in lower revenues
- physical damage and changes to property values
- impact on our actuarial liabilities from changes to mortality

Chronic Climate changes such as global warming and changed weather patterns (including extreme MT/LT
weather conditions such as heat or cold waves and droughts) will impact human health
(for example impacting mortality rates, and increasing spread of vector borne diseases).
This would impact upon economic growth, monetary policy and lifestyle choices potentially
affecting the value of financial assets, expense inflation, lapse behaviours and lifestyle
choices with consequences for the propensity to save

Key Liability Risks Identified

Risk Driver Impact {dentified Horizon
Liability/ - Failure to identify investors exposure to loans or funding that results in loss due to climate- ST/MT/LT
Litigation based events or otherwise failing to disclose or manage climate risks leading to litigation of

the firm and/or directors
- Failure to comply with climate regulations could lead to fines or other regulatory sanctions
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Climate change and TCFD continued

Climate change
risk management

Climate change risk is integrated

into the M&G plc Risk Management
Framework, with risk oversight and
assurance delivered in accordance with
the Three Lines of Defence model and
oversight by the Executive and Group
Risk Committees.

Within M&G plc, climate change is
considered as a strategic thematic
priority within ESG Risk with oversight
from second line of defence Operational
Risk and Resilience, in addition to

being integrated into the existing risk
specialist areas. Consideration of ESG
Risk is built into the decision-making

and governance processes and a
requirement of key strategic board risk
assessment papers. Climate change risk
is also being integrated into our scenario
analysis process with both top down and
bottom up consideration over a range

of time considerations.

An M&G plc ESG Risk Management
Framework is being launched in 2021,
with the aim of providing additional
focus on the risk management activities
required for ESG and climate change
initiatives, including specific details

on the requirements to effectively
identify, monitor, manage and report on
ESG and climate change risks against
the proposed ESG Risk Appetite
Statement(s). The framework will
provide risk oversight and assurance

of key areas including ESG Culture and
outline how ESG is integrated into our
existing Reputational Risk Framework
to focus on the needs and expectations
of our stakeholders.

We are also building our risk
management controls to cater for

the diverse needs of a range of
stakeholders, geographical territories
and compliance requirements to identify
the most effective data, policy, process
and reporting approach for the future.
These risks will be assessed from an
Operational, Financial, Investment,
Transformation, Technological, People
and Reputational perspective.

52 | M&G plc Annual Report and Accounts 2020

Climate change
risk identification

We combine a range of approaches

to help us to identify, understand

and articulate climate risk, including
academic research, industry-shared
learning, scanning tools and relevant
data sources, and best practice guides.

We consider climate change risk from
three perspectives:

1. The impact that our strategy,
objectives and operation of the
business, our people and our
investments have on climate change
(Inside out);

2. How climate change will impact on our
business both in respect to threat and
the opportunity created (Outside in);
and

3. The expectations of our stakeholders
in respect to how we manage climate
change risk both from an inside
out and outside in perspective
(Reputationally).

Scenario analysis is an important tool in
assessing the impacts of these risks over
a range of time horizons and potential
climate pathways.

in 2020 M&G undertook initial climate
change scenario analysis, with a number
of climate change scenarios defined by
the Intergovernmental Panel on Climate
Change (IPCC) modelled over a short
(3-5 years) and longer-term (20 year)
time horizon. This analysis was used

to assess the climate-related financial
risks arising from both transition risk and
physical risk on our Solvency Il balance
sheet across our shareholder and
policyholder business.

We also continue to actively participate
in various external forums, including the
Bank of England’s Climate Financial Risk
Forum (CFRF) and CRO Forums, which
provide a useful platform to identify key
ESG and climate change risks.

Integrating climate change
risk management

We are integrating climate change

risk into a range of activities across

the third line of defence in all areas

of M&G plc and legal entities. At a
corporate level this has included putting
climate change at the heart of the risk
assessments of our business strategy to
help guide major decisions, investment
and resource across the business.

Our ESG risk management framework, in
addition to identifying new areas of risk
management activity linked to climate
change will also require existing risk
specialist areas to fully integrate ESG
considerations into their processes by
the close of 2021.

Throughout the past year, our
technology teams have developed

new capabilities in climate analytics,
including initiating market engagement
for the development of technical
climate and scenario modelling tools,
and engaging in proofs of concept
involving technology teams, investment
professionals and second line of defence
functions. The identified solutions will -
deliver fully integrated capabilities for
use within first line of defence decision-
making and risk management oversight.

ESG considerations have been built

into our Supplier Assessments, and

our Inherent Supplier Risk Assessment
process now requires an ESG evaluation
of potential suppliers to be undertaken
using rating measures to determine the
climate impact of a proposed partner.

Considerations of ESG and climate
change risk have also been built into
our ORSA (own risk and solvency
assessment) with detail on climate
change scenario analysis undertaken
to date.

We are now in the process of embedding
consideration of climate change into
People and Behavioural Risk assessment
and annual deep-dive process, with a
specific focus on the ‘the future of work’
in respect to our employees to create
working practices that support a low
carbon footprint post lockdown.



Making a difference the M&G way

Delivering a cleaner, healthier future for us all

In 2019 we joined RE100, a global corporate initiative aiming to accelerate a
global shift to clean energy. For our 2019 reporting year, 99.7% of our global
energy use was compliant with RE100 standards, which means powered by
renewable energy purchased directly, or through energy attribute certificates
(EACs). The remaining 0.3% is the energy used in our offices in Japan and South
Korea where we were unable to source renewable energy locally. For 2020,

we anticipate directly purchased renewable electricity and EACs for all of our
locations, with the exception of South Korea.

NS

Image removed

Metrics and targets

As a member of the Net Zero Asset
Manager (NZAM) initiative we have
committed not only to our 2050 net

zero carbon emissions target across our
total AUMA , but also to setting interim
targets for 2030, consistent with a fair
share of the 50% global reduction in

CO, identified as a requirement in the
IPCC special report on global warming of
1.5°C. We will take account of portfolio
Scope 1and 2 emissions and, to the
extent possible, material portfolio Scope
3 emissions and we will prioritise the
achievement of real economy emissions
reductions within the sectors and
companies in which we invest.

As an asset owner we are embarking
on the process to sign up to the UN
Principles for Responsible Investment
(PRI) and to achieve full membership of
the Net Zero Asset Owner Initiative by
the end of 2021.

In line with delivery of our net zero
corporate and investment targets

and our NZAM commitment, we are
reviewing the pilot version of the
Financial Sector Science-based Targets
Guidance recently published in October
2020, with a view to setting science-
based targets within the near future.

Our accountability and disclosures

Our central principle is to manage
our own businesses to the same

high standards of responsible action
that we expect from our investee
companies. We already review our
investee companies’ TCFD reporting,
and one of the tools we will use to carry
out our stewardship responsibilities
is to work with other shareholders to
file resotutions that encourage better
climate-related disclosures.

To this end, we have committed to file a
‘Say on Climate’ resolution at M&G pic's
2022 AGM to enable our shareholders
to vote on our Paris Alignment Strategy
for climate.

Additionally the performance measures
for the 2021 Long-Term Incentive

Plan (LTIP) include a measure aligned
to our commitment to reduce our

own carbon emissions to net zero by
2030. The Remuneration Committee
felt it was important to include this

to ensure personal accountability for
the commitment and to demonstrate
that sustainability is embedded in
everything we do. Further details of the
Sustainability LTIP metric can be found
in the Annual Report on Remuneration
which begins on page 118.
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Climate change and TCFD continued

Towards net zero 2030 as a business

Our corporate
sustainability pillars

Partnerships

Since making our commitment in
March 2020 to reach net zero carbon
emissions in our own business by 2030,
we have made excellent progress, both
in developing our long-term roadmap
to achieve this goal, and continuing our
already advanced work on reducing
our carbon footprint. Our corporate
sustainability strategy has three pillars:
Places, Partnerships and People.

Places

Our Places pillar focuses on reducing
carbon emissions associated with our
global operational activities, supporting
our 2030 Corporate Net Zero target.
This includes reducing our absolute
energy consumption and identifying
efficiency opportunities, whilst
sourcing renewable electricity across
our estate. We are signatories of RE100
and are committed to maintaining our
certification, we also offset all business
travel and estimated commuting
consumption in 2020.
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We have also recognised the impact
of home working on our emissions,
and have begun to offset our
estimated home-working energy
use. We also continue to address
use of other resources across our
business. Our focus remains to
improve our operational environmental
performance, such as waste and
recycling practices, and eliminating
single use plastics.

Partnerships

As a large and complex business,

our environmental footprint is greater
than just the buildings we occupy.

Our partnership pillar aims to embed
sustainability into our wider operation
including our key strategic partnerships
and supply chain. We are working

to embed ESG into our supply chain

relationships and procurement process.

While digital technology has been
essential in allowing us to continue

" to serve our customers with minimal

disruption during the COVID-19
pandemic, we are also considering the
environmental impact of our digital
footprint, including data centres and
digital assets.

People

Our people pillar is about creating

a culture of sustainability across
our business. The launch of our
Sustainability Hub has allowed us
to support colleagues’ learning on
core sustainability issues, as well as
provide resources on our strategies
and disclosures. We also continue
to support local communities
through school learning programmes
that focus on sustainability,

and remote environmental
volunteering opportunities.

Enforcement actions

No fines or regulatory actions
occurred during the year for
environmental incidents.



Greenhouse gas emissions statement

We have compiled our Global Greenhouse Gas (GHG) emissions in accordance with the Companies (Directors' Report) and
Limited Liability Partnerships (Energy and Carbon Report) Regulations 2018.

GHG emissions are broken down into three scopes: we have included full reporting for Scope 1and 2, and selected Scope 3 reporting
as best practice. Scope 1 emissions are our direct emissions from the combustion of fuel, fugitive emissions and company-owned
vehicles. Scope 2 emissions cover our indirect emissions from the purchase of electricity, heating and cooling. We have reported our
Scope 2 emissions using both the location and market-based methods in line with the GHG Protocol Scope 2 Guidance. Our Scope
3footprint includes business travel booked through our central travel management company, car travel in colleague-owned cars,
global water consumption (where data is available) and UK waste generated from our occupied properties with operationat control.

We continue to review the extent of our Scope 3 reporting and increase coverage where practicable. Please refer to our Basis
of Reporting on our website www.mandgplc.com for further detail on our methodology.

In the period covered by the report M&G plc has maintained certification to RE100 and has purchased either green energy or energy
attribute certificates for its electricity use globally. We have also purchased off-sets for a proportion of our 2020 home-waorking
energy use, as well as all business travel and estimated commuting for period October 2019 to December 2020. In the period covered
by the report, M&G plc has not completed any energy efficiency projects due to restrictions imposed by COVID-19 across our estate
and reduced occupancy of buildings. During 2020 we have a 16% reduction in carbon emissions {(market based) from building use.

2020 - 2019
Global ‘Global
{excluding (excluding
UK UK) Total UK UK) Total
Scope 1(tCO.e) Natural gas, oil (generators), 1,487 122 1,609 1,936 191 2,127
vehicle fleet, refrigerants
Scope 2 (tCOze) Electricity, purchased 2,268 1,244 3,512 4,213 1,636 5,849
Location based heat and steam
Scope 2 (tCO.e) Electricity, purchased 188 1,329 1,517 105 1,775 1,880
Market based (supplier  heat and steam
and residual mix)
When reporting totals market- 1,675 1,451 3,126 2,041 1,966 4,007
~ based emission are used
Scope 1and 2(tCO€) £ o e (Mwh) 16191 2,527 18,718 22,941 3264 26,205
tCO,e per FTE (Scope 1and 2) 0.56 0.74
2020 2019
Air travel (booked through central travel booker) . 1,281 8,946
Land travel 50 o127
Water (global where available data 4 11
Scope 3 (tCO,e) 9 )
Waste (UK only) 163 365
Total 1,498 9,449
Global Scope 1,2 and 3 (tCO.¢e) 4,624 13,456
Data Notes:
Reporting Period: 1 January 2020 to 31 December 2020
Baseline year: 2019
Independent Deloitte LLP has provided limited assurance over selected environmental metrics in accordance with the
Assurance: International Auditing and Assurance Standards Board's (ISAE3000 (Revised)) international standard.
Consolidation Operational Control
(boundary) approach:
Consistency with M&G plc owns and manages assets which are held on its balance sheet in the financial statements

financial statements: over which it does not have operational control due to fund governance structures. These are
excluded from the scope of reporting under the operational control approach.

Emission factor: Scope 1and 3 reporting uses the UK Defra 2020 GHG Conversion Factors.
Scope 2 calculations use the IEA GHG 2020 Conversion Factors for location-based reporting.
Market-based reporting uses supplier emission factors for our UK REGO-backed supply and
RE-DISS factors where available.

Accounting The Greenhouse Gas Protocol Corporate Accounting and Reporting Standard.
Methodology:

Materiality threshold: 5% of total emissions

Data Restatements: 2019 data has been re-stated to calendar year. Previously disclosed October 2018 to September 2019.

i Whenreporting totals market-based emissions are used.
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Social impact

Living up to our values and purpose

Helping make the world a little better is part

of our purpose. We invest time, expertise and
funding into long-term programmes to help build
more resilient and sustainable communities

Making a lasting difference

M&G has a proud heritage of making

a difference and creating positive
long-lasting impacts. We believe that

it's important to be active and engaged
to make our business and society
stronger and more resilient. We want our
investment to have a sustainable benefit
for our communities, our customers

and our business. So we work with
charities and NGOs on local, national
and international programmes that bring
colleagues together and make a lasting
difference to our communities.

£3./m

Total community
investment in 2020

N

Making a difference the M&G way

- Helping our communities

during COVID-19 pandemic

We work in partnership with charities
that provide frontline services to our
communities around the world and were
glad to be able to play a small part when
our communities needed help this year.

In 2020, we donated over £1.3 million to
ensure our existing charity partners and
local organisations close to our offices
could continue to deliver their critical
services and support to people in need.

M&G is a founding partner of the
National Emergencies Trust and
supported its appeal with corporate
donations as well as match funding
colleagues’ contributions.

The Trust was set up to ensure that
vital funding reached the most
vulnerable as quickly as possible,
prioritising those whose mental health
and well-being has been impacted

and helping those facing financial
hardship. The funds have also provided
support for long-term resilience
against the effects of COVID-19.

Royal Voluntary Service (RVS)

is one of our long-standing charity
partners in the UK. This year they
organised and delivered the NHS
Volunteer Responders programme in
England to protect those most at risk.
From April 2020, volunteers delivered
over 1.2 million tasks. This was the
first time an app was used to match
volunteers with patients at this scale.

Volunteer support where it’'s needed

Brian Bailey is 75 and has no close family. Throughout the
COVID-19 pandemic, he has relied on Royal Voluntary
Service volunteers to take him to and from the Royal
Leicester Infirmary, where he has undergone 37 treatments

for prostate cancer.

Image removed

“The treatment didn't faze me. The only thing | was worried
about was how I'd get there 37 times and not catch COVID

from taking four buses.”

Without the support from volunteer drivers, Brian adds, "I
would have refused the treatment...| wasn’t prepared to do
that journey. What the RVS volunteers have done for me is
wonderful - it took all that pressure off me. Thank you so

much from the bottom of my heart.”

Jenny, one of the volunteers who has helped Brian, says:

When I'm driving people like
Brian, | forget my own problems
and focus on others, which lifts my

spirits and makes me less self-centred

“Volunteering for Royal Voluntary Service was a small
step, but it led to rewards greater than | ever imagined.

Some of my clients have had an impact on me which | will

remember forever.”
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and more fulfilled and confident.”

Jenny
RVS volunteer driver




Making a difference the M&G way

A home of your own

Around 10,000 16 to 18 year-olds
leave foster or residential care in
England every year. Having been
shuttled from one home to another
during their childhood, they've never
enjoyed the sense of security that
comes with a home. At this early age,
the prospect of finding employment,
paying rent and other bills, and
maintaining a healthy lifestyle without
the support network and safety net of
a family can be a daunting prospect.

Our partnership with Habitat for
Humanity delivers supported
affordable accommodation for young
care leavers, one of the groups
identified as particularly vulnerable
to experiencing homelessness. Josh,
who found himself alone and steeping
rough at 22 is an example of just

how easily any of us can fall on hard
times as the result of misfortune.
“Just one night sleeping outside is
scary,” says Josh. “But | have my own
space now and it’s helping me gain
the confidence to stand on my own
two feet.”

Our financial aid allowed RVS to extend
its services to provide welfare checks
and emotional support to the most
vulnerable. This included: welfare

and companionship telephone calls;
essential grocery and prescription
drops; distribution of free food packs
to vulnerable people at home and to
NHS teams; and essential medical
transport journeys.

In support of our international
communities we provided funding to the
International Federation of Red Cross
and Red Crescent Societies to support
organisations working on the frontline.

)

When | was chosen to live
in one of the Habitat for
Humanity flats, | couldn’t wait
to move in. Life is starting
to get better now.”

Josh

Image removed

This included working with hospitals

to ensure they were fully equipped

to respond to increased demand,
addressing food and economic security,
and providing protection to people living
in inadequate housing with no access to
public health systems.

Providing a robust response to the
global COVID-19 pandemic emergency
was essential, but the second phase of
recovery and rebuilding communities
in the aftermath is also critical.

We recognise that the crisis will have
longer-term implications for the most
vulnerable in society.

We're working with our charity partners
so that we can continue to deliver our
social programme - which focuses on
supporting some of the most vulnerable
and disadvantaged in society - and wili
have a long-term benefit over a number
of years. We match fund all colleagues’

charitable donations and also encourage

colleagues to volunteer their services to
support local communities.

Breaking Barriers,
Building Futures

We believe we have a valuable part to
play in making society more inclusive
and resilient, and helping social mobility,
so more people can live the lives they
want. Breaking Barriers, Building Futures
is our flagship programme that uses
community investment and volunteering
to help achieve this purpose.

Our goal is to help empower a million
people to build better futures for
themselves, their families and their
communities by the end of 2023.

To achieve this, we are focusing

our community investment in three
areas: urban regeneration, economic
empowerment and skills and education.
Each is supported by flagship
international charity partnerships to
help us deliver our goal: channeling
investment and providing volunteering
opportunities to engage M&G
employees around the world.

We develop long-term programmes
with our charity partners which involve
support through funding, and also the
experience and expertise of our own
people. We ensure that the projects we
support are sustainable, and we work
closely with our partners to ensure that
our programmes continuously improve
and adapt to urgent and emerging
needs, such as the impact of COVID-19.
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Social impact continued

Making a difference the M&G way

Giving young people skills for life

The 2019-20 academic year saw the significant expansion
of the Skills for Life programme from one location in
London, to M&G offices in Edinburgh, Stirling and Reading,
and the addition of a new session on money covering
topics such as National Insurance, income tax, budgeting,
minimum wage and costs associated with university.

“Skills for Life took the pupils out of their shells and showed
them what is possible by applying skills in a range of
situations. The pupils were all treated as young adults and

expectations were equally high for all of them,” commented
teacher Garry MacDonald of Bo'ness Academy. >

Student feedback surveys have been equally positive,

Image removed

showing that confidence in core abilities and transferable
employability skills, including presenting and public
speaking, increased by 44%, networking by 34%, and

interview skills by 48%. Confidence around money
management rose by 26% and around banking and

financial terminotogy by 51%.

Furthermore, over 70% had a clearer idea of what

£c

Skills for Life took the pupils

out of their shells and showed

they wanted to do after school or college, and 100%
of teachers agreed that their students started to think

more confidently about their future after completing

the Skills for Life programme.

Urban regeneration

We want to help to create new
opportunities for people of all ages
and at all stages, working towards

a future where our communities

are more resilient and inclusive.
We're investing in urban regeneration
projects which help communities

to thrive:

Habitat for Humanity - Stopping
Homel€essness in its Tracks

This programme is working to build
a coalition of the public, voluntary
and private sectors to release and
repurpose vacant and empty
spaces to reduce homelessness
across Europe.
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them what is possible.”

Garry MacDonald
Teacher Bo'ness Academy

The partnership has launched pilot
programmes in London, Edinburgh
and Warsaw, with existing buildings
used to create future homes for
vulnerable groups.

The Tree Council -
Young Tree Champions

We're working with The Tree Council

to respond to the climate and

ecological crisis through a new

‘Young Trée Champions' programme.
The programme aims to inspire téachers
and young people across the UK to

be a ‘Force for Nature' and connect,
learn and share the power of trees to
help create a healthier future for people
and planet.

Through the launch of an engaging
new Young Tree Champions website,
more than 300 schools have signed

up to access an exclusive interactive
Club Space which hosts a suite of
bespoke teacher training opportunities
and curriculum linked resources to
help inspire them to learn outdoors
and tackle the crisis. The schools most
in need will have the opportunity to
participate in public speaking workshops
giving them the skills and confidence
to speak up for trees and nature.

They will also have the opportunity

to apply for free trees to plantin their
grounds and a ‘tech kit’ to help bring
them to life, with technology.



Economic empowerment

We know that many social and structural
factors can make it very difficult to save
and plan for the future. Through our
investment in economic empowerment,
we aim to help equip people with the
tools they need to be financially secure.

Junior Achievement Europe -
10X Challenge

10X is a financial and enterprise
education challenge designed to

reach students across Europe. It will .
include a digital platform developed to
equip secondary school students with
enterprise and financial capability skills.
It will also provide teachers with the
resources they need to teach enterprise
education and financial capability,
particularly around the topic of longer-
term saving and investment.

SOS Children’s Villages -
Empowering Families

We have partnered with SOS
Children’s Villages to deliver a three-
year international programme to help
prevent family breakdown. This will
ensure that children grow up in a stable
family and become resilient aduits
through holistic support inctuding
food security, shelter, education,
skills, and emotional well-being.

We're also supporting young adults
into education and employment
through school attendance, adult
learning, employment training

and access to vocational and
entrepreneurship support.

The programme is designed to be
sustainable and long-term, ensuring
that its impact on individuals and
families continues after they've
become self-reliant.

-

Skills and education

Our community investment activity

aims to break down barriers and create

a world where everyone has the skills
they need to maximise their full potential.
Through the skills and education pillar

of our programme, we're helping
communities prepare for the future.

Age UK - Building Resilience

The Building Resilience programme
provides an in-depth information and
advice service delivered at a local level,
as well as support, advice and referrals
to life-changing services through Age
UK's national Advice Line.

Older people are facing more complex
issues than ever before and the
programme aims to equip them with the
tools, skills and opportunities they need
to build resilience and overcome the
most challenging times.

The Talent Foundry - Skills for Life

A bespoke mentoring employability
programme for sixth form students
from some of the most disadvantaged
schools in the UK, Skills for Life helps
develop valuable new employment
skills in preparation for the next steps,
whether work or further education.
Designed by The Talent Foundryin
partnership with M&G plc, the sessions
are fully facilitated with professional,
experienced leads who engage the
students and draw on our colleagues’
experience to provide students with
real-life examples. The programme helps
students to develop employability skills
such as communication, networking
and interview preparation, as well as
managing budgets and finance. For the
last five years, colleagues across the UK
have been supporting the programme in
a range of different ways, including CV
reviews and mock interviews.

As Skills for Life enters its sixth year,
we've developed and launched a series
of virtual workshops as well as a new
digital platform that hosts a wealth

of resources aimed at improving the
employability of disadvantaged young
people - giving them unique insight into
the world of work and equipping them
with the skills they need to succeed.

Governance

We have established an operating
model for Corporate Responsibility
(CR) across M&G plc which provides
guidance to support each office and
market to manage charitable activities
within the framework of a consistent,
business-wide approach. ACR
Governance Committee is in place, with
senior management representation,
which oversees community investment
activity and agrees strategy and spend.
The Group Executive Committee and
the Board review the CR strategy

and performance on an annual

basis. A specialist CR team manages
activities across the business: devising
community investment initiatives,
measuring impact and spend, tracking
performance against annual competitor
benchmarking, as well as exploring
issues of key social importance to the
business and determining where we can
make the greatest social impact.

Charitable donations

We calculate our community investment
spend using the internationally
recognised London Benchmarking
Group (LBG) standard. This includes
cash donations to registered charitable
organisations, as well as a cash
equivalent for in-kind contributions.
Please see assurance statement
provided by Deloitte on our website

at www.mandgplc.com.

Our total community investment spend
in 2020 was £3.7m, of which £3.2m
was cash. The balance included in-kind
donations prepared in accordance
with London Benchmarking Group
guidelines. This included 450 colleagues
who dedicated 4,696 hours of
volunteer service in their communities.
Furthermore, £175,000 was donated
across the business by our employees
through our payroll giving scheme.
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Our people and culture

Supporting our people in a fast-changing world

As we adapt to meet new challenges in a fast-moving
world, we're continuing to improve the way we
support our workforce: focusing on keeping people
safe while enabling them to do their best work

5,901

Employees'

One team, One M&G

Our values form the basis of our
culture and ways of working.

Care

We act with care - treating
customers, clients and colleagues
with the same level of respect we

would expect for ourselves. We also
invest with care, making choices for
the long-term.

Integrity
We empower our people to
do the right thing, honouring
our commitments to others
and acting with conviction.
Our business is built on trust
and we don't take that lightly.

i Including all employees - permanent, part
time and those on fixed-term contracts.

ii 2.1days per employee or 11,191.7 days of
training across the headcount of 5,362
permanent employees at the end of 2020.
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11,192

Days of training'

Rising to the challenge
of COVID-19 pandemic

In 2019, one of our priorities for the
coming year was to embed new ways of
working. Nobody predicted the extent
of how radically our ways of working
would change in 2020, due to the impact
of the global COVID-19 pandemic.

But our people have risen admirably

to the challenge of continuing to serve
our clients and customers throughout,
demonstrating that our culture and
values are well established and have a
real impact on how we work and behave.

When the pandemic began, the safety of
M&G colleagues was paramount in our
decision-making. We were one of the
first organisations to close our offices
and in many of our markets, including
the UK, we did so ahead of any lockdown
being imposed by government.

Requiring some 6,000 people to work
from home has naturally brought
challenges. In April we surveyed
colleagues to identify how they were
coping with lockdown and what
support they needed. The response
was overwhelmingly positive, with
85% saying they trusted our leaders
to respond effectively to business
challenges presented by the virus, and
the same percentage feeling well-
connected to colleagues while working
from home.

However, many of our people did

tell us that they needed IT and office
equipment to help them work more
effectively at home. We worked with
our IT suppliers to meet this need,
reimbursing all employees up to £240
each to cover IT equipment, and up to
£400 for home office furniture.

30%

Female representation on the Executive
Committee and their direct reports

M&G supports me
in being open and visible.
It's an endorsement
of our culture that
| know | can reach
out for support when

it's needed.”

Jade Stuart
Telephone Account Manager

Image removed

We also delivered webinars to help
colleagues get the best out of our
technology platform when working
from home.

After nine months away from the office
during 2020, the pandemic is likely to
have brought about lasting change in
working practices. Our people have toid
us that in future they would like to spend
two to three days a week in the office,
with the remainder working from home.
When the time comes to reopen our
offices, we will engage with individuals
to identify what works best for them.
We'll be flexible and try to accommodate
their circumstances, whether they'd
prefer to work from home full time or
come into the office every day.



Employee gender
%

Group Executive Committee
and their direct reports gender
%

Employee profile gender diversity
Number of people

o Men 55% @ Men 70%
& Women 45% W Women 30%
One M&G, one culture A place where everybody

In our view, the long-term performance
of a business and the quality of its
culture are inextricably connected.

Our business relies on sustaining strong
relationships with our customers, clients,
shareholders and other stakeholders
which are built on trust. So we've
created a One M&G culture based on
two values: care and integrity.

This culture of care and integrity is
central to everything we do. It defines
how we behave towards each other,
how we interact with our stakeholders,
and above all, how we will deliver on our
purpose: to grow and manage people's
savings so that they can live the life they
want, while making the world a little
better along the way.

M&G plc focused
on people first
during the COVID-19
pandemic. From
emphasising mental
health and well-being,
to financial support, to
creating a comfortable
work environment.”

Ovo Gharoro
Head of Investment Data Solutions

Image removed

feels safe, valued and included

Our Global Diversity and Inclusion
Strategy lays out our priorities and goals,
with individual strands around gender,
LGBT+, disability, ethnicity/nationality
and life stages.

During the year we announced our
commitment for 40% of senior leaders to
be women and 20% to be from a Black,
Asian or minority ethnic background by
2025, in the process becoming the first
savings and investment company to
announce an ethnicity target. From April
2021, we've committed to publishing a
combined gender and ethnicity pay gap
report which will guide us in future years
as we strive to reduce our gap across
the organisation.

We made pleasing progress on many
aspects of diversity and inclusion over
the last 12 months, including:

- reaching 50% female Board
representation - well ahead of the
Hampton Alexander target of 33%;

- reaching 30% of our senior leaders
being women;

- achieving the National
Equality Standard;

- becoming the first savings and
investment company to be recognised
as Disability Confident Level 3 leaders
by the Department of Work and
Pensions; and

- extending our commitment to support
black inclusion in several different
ways, including introducing the #|Am
campaign in support of the Black Lives
Matter movement and participating in
the #100blackinterns programme.

38
17
7
4 4
am Nz
Board Group Executive Senior

Committee (GEC) management

| love helping people
to embrace new
ways of working
by supporting them
to get the most out
of the technology
and tools we have
available at M&G.”

Dominic Emery
Employee Adoption Specialist

Image removed

Our Inclusion Index showed an 11%
improvement over the previous year.
However, the most accurate measure
of progress on inclusion lies in the
things that our people themselves
actually think and say - and here we're
pleased to report that the employee
survey discussed below found that
85% of respondents said they can be
themselves without worrying about
being accepted (up 6% on 2019).
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Our people and culture continued

Our well-established affinity networks
have continued to support diversity
and foster a sense of togetherness
throughout the year. Groups including
cultural diversity, LGBT+, disability,
mental health and more, represent the
broad diversity of people who work

at M&G and provide platforms for
discussion, insight and support.

Making a difference the M&G way

Setting out our expectations,
embedding our culture

Our culture programme is sponsored
by our Chief Executive and includes
workstreams headed by senior leaders
to provide direction.

During 2020, we launched a new Code
of Conduct, based on our values of

care and integrity, setting out the high
standards of behaviour that we expect
from all employees - from apprentices to
the Boardroom. All our people attended
workshops on our purpose, values and
behaviours during the year.

Our leaders are key to creating a unified
and appropriate culture, with the right
mindsets in place. In 2020, over 1,000
people managers, including all senior
leaders and members of the Group
Executive Committee (GEC), took part
in virtual training on how to lead with
respect, care and integrity. In addition,
our 100 most senior leaders participated
in a 360-degree exercise, which
provided them with valuable feedback
from a wide range of stakeholders.

This Is Me

One of the ways in which we support diversity and
inclusion is by sharing real stories from M&G employees

Image removed

who have experienced mental health or other issues.

Our This Is Me... project brings difficult matters into the
open and makes a positive difference to how colleagues

think and behave.

M&G IT specialist lan Brakspear says, “When | joined-

M&G plc as an apprentice back in 2015, | was sceptical
about revealing that | am autistic. But, after a chat

with the Apprenticeship team, | decided that it was the )

right decision.

“I'd spent my entire life trying to hide who | am and

1

finally, enough was enough. It was time to stop hiding

and start being me.

“Throughout my time at M&G, whenever | have told
people, I've been overwhelmed by the support and

response that | received.

“We often hear talk that M&G plc is a diverse and inclusive
work environment, and | can testify to that. All too often
those with neurodiversity are forgotten, but | am living

proof that M&G is a leader in this field."
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When | joined M&G as an
apprentice in 2015, | was sceptical
about revealing that | am autistic,
but I've been overwhelmed
by the support that | received.”

lan Brakspear
M&G IT specialist

Image removed




Continuing to promote
health and well-being

Our online Well-being Hub has been the
first port of call for anyone looking for
extra support while adjusting to remote
working during the COVID-19 pandemic.
Virtual cognitive behaviour therapy,
pilates and fitness sessions have been
complemented by online GP services
and an employee assistance helpline.

In April, we refocused our performance
management conversations to
concentrate on well-being, and as the
year progressed, we introduced a range
of virtual workshops to address specific
issues raised by the pandemic - such as
resilience, nutrition and mental health
during the Christmas holiday season.
Our Alone not Lonely and Managing
your Mindset programmes helped
people cope with extended periods of
remote working and isolation.

The pandemic has also been challenging
to many parents working at home.
Through M&G's corporate membership
of CityParents, a network offering
expert help and support to working
parents, during 2020 our people have
attended 122 webinar events on topics
such as supporting children with remote
learning, child mental health, and
balancing family and work needs.

A Disability Confident Leader

At M&G we know that an inclusive
environment makes us more accessible
and ensures we attract, engage,
promote and retain exceptional people.
We welcome applications from all
individuals regardless of age, gender,
gender identity, sexual orientation,
ethnicity, nationally, disability or military
service and welcome those who have
taken career breaks. We will consider
flexible working arrangements for any
of our roles.

We will make any reasonable adjustments
to our recruitment process, to enable all
candidates to be able to shine and be
their best selves during the process.

In 2020, we partnered with Leonard
Cheshire on their Change 100
Programme, to help students and
graduates with long-term health
conditions or disability gain work
placements. The programme started in
the Summer of 2020 where we placed
two interns from the programme on an
eight-week internship programme.

Our Technology For All campaign
highlights the accessibility features of
Microsoft 365 to all colleagues and our
Workplace Adjustments guide helps
colleagues and managers to access any
adjustments required to enable them

to continue to achieve their career and
personal goals.

Developing our teams

Our success depends on our people,
and we work hard to make sure we

give them the skills to support our
business objectives and enable them to
enjoy fulfilling and rewarding careers.
Our online learning platform is home

to over 22,000 programmes that are
available to all employees, regardless
of age, gender, location or seniority.
People can sign up to any or all three
development streams - leaders,
people managers and colleagues - to
receive a selection of curated online
learning resources every few weeks.
As our people progress at M&G, their
learning becomes more tailored to their
responsibilities and likely career path.

Despite the pandemic, in 2020 we
continued to base our performance
management approach on regular
conversations rather than a single once-
a-year session. Every person is given

a performance rating at the end of the
year reflecting their achievements and
behaviours, and is provided with training
before their main conversation with their
manager. For the coming year, all our
people will have a sustainability objective
as part of their annual objectives,

which will be taken into account in their
performance management.

My favourite thing
about working
at M&G plcis the
opportunity to discover,

develop and deploy

capabilities in me

that | didn’t even
know | had; all within
a safe and supportive

environment.”

Precious Appiah
Technical Adoption Apprentice

Image removed

Confirming our progress

Every year, the One Voice colleague
survey provides us with a rich source of
data about what it’s really like to work for
M&G. This year's survey, which achieved
a 71% response rate, showed that all key
metrics were up on the previous year,

by between 3 and 24 percentage points.
In our view, this demonstrates excellent
progress as we move steadily towards
being One M&G.

Standout results included:

- Sustainable engagement - 80%
- Inclusion index - 85%

- 79% of employees feel M&G plc has
a supportive culture

- 79% believe M&G plc acts responsibly

As we move into 2021, we'll
continue to listen, improve and drive
positive change.
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Non-Financial Reporting Statement

Playing our part as a responsible business

Since demerging in October 2019 and listing as

For details Page
an independent company, we've developed new Business model 14417
policies and enhanced existing ones to reflect our Principal risks 68-76
commitment to sustainability, our people, social Non-financial KPlis 24-29
matters, human rights, and anti-corruption and Social impact 56-59
anti-bribery . . Our employees 60-63
ESG policies and activities  42-55
(We will publish a separate
ESG report in 2020)
Anti-corruption Management and mitigation Outlook
and anti-bribery A dedicated Group Financial Crime During the COVID-19 pandemic, the

We’'re committed to the ‘highest levels of
integrity and business conduct and have
a zero tolerance approach to bribery and
corruption. We require all employees to
adhere to the M&G plc Anti-bribery and
Corruption Policy and to carry out their
duties with openness and transparency.

Periodic training and reporting
requirements ensure that employees are
aware of their obligations under the M&G
plc Anti-bribery and Corruption Policy

as well as its supporting standards.
Non-compliance could lead to criminal
prosecution, fines or reprimands and/

or cause significant damage to M&G
pic's reputation.

Principalrisk

As a financial services company,

MR&G is faced with potential risk of
financial crime. The consequences for
M&G should they fail to appropriately
manage financial crime risk can lead to
its systems, products and/or services
being used to facilitate criminal conduct,
leading to regulatory censure, imposition
of operational restrictions, loss of licence
and material reputational damage.
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Compliance (GFCC) function leads the
implementation of a framework across
the Group, includirﬁg policies, standards,
training, guidance and oversight.

This framework recognises the
obligation of the regulated subsidiaries
to meet their distinct FCC requirements
as prescribed under local law. GFCC,

in partnership with the dedicated
Compliance Monitoring team within

the Regulatory Compliance function,
performs routine monitoring and deep-
dive activities across the Group, and
also undertakes regular enterprise-wide
financial crime risk assessments which
cover all of our global activities.

M&G plc has begun a programme of
work to verify that the controls that
operate across the Group are sufficiently
comprehensive and resilient to mitigate
the risk of the facilitation of financial
crime in line with all relevant legal and
regulatory requirements. This work’
would anticipate taking any necessary
remediation on existing business where
appropriate in addition to ensuring that
the existing controls operate on an
on-going basis in line with internal and
external requirements.

financial services sector has seen a
marked increase in attempted financial
crime. We continue to work closely with
industry bodies and law enforcement
agencies to increase protection for both
customers and consumers, both in the
UK and overseas.

We are committed to playing our part
in creating a safe and secure global
financial system and detecting and
reporting criminal conduct to law
enforcement agencies wherever

we operate.

Humanrights

Our business is built on our core values
of care and integrity:

Care - we act with care, treating our
customers, clients and colleagues-with
the same respect we would expect
ourselves and we invest with care,
making choices for the long-term.

Integrity - we empower our people at
M&G to do the right thing, honouring
our commitments to others and acting
with conviction.

Care and integrity extend beyond our
company into the communities and
societies within which we operate.

A significant consideration to how we
do business and make the world a little
better along the way is a commitment
to support and respect human rights.
Human rights concerns all of us and is
core to our business interests and we
believe in supporting human rights by
acting responsibly and with integrity in
everything we do.




As a global company, we operate within
many countries and communities.

We aim to comply with local laws and
regulations in every jurisdiction where
we operate and strive to uphold the
principles and expectations outlined in
our Statement of Human Rights.

We are committed to working with all our
suppliers and stakeholders to help end
slavery, human trafficking, child labour
or any other abuse of human rights.

Our Procurement teams across our UK
businesses have further embedded a
coordinated response to the requirements
of the Modern Slavery Act 2015, with

a focus on our external supply chain,

as follows:

- Procurement highlights within
all tender activity the Group's
expectations around modern slavery.
This is undertaken regardless of the
supplier statutory position (therefore
suppliers under the £36 million .
threshold are not exempted from
our requirements).

- Procurement and Supplier Risk
Management determine the nature
of services provided by suppliers and
identify associated risks, including
any potential risk exposure to modern
slavery. Our Procurement team have
applied an additional sustainable
procurement questionnaire into our
existing RFP process, generating
increased insight into potential
supplier policies and practices
in relation to modern slavery.

Where suppliers are seen not to have
appropriate standards in place, we
will work in close collaboration to
improve standards.

Image removed

~

- Similarly, our Workplace Solutions
(previously Corporate Property) team
has developed and implemented
a supplier segmentation tool to
help identify, manage and mitigate
risks, including modern slavery.

This is applied across the lifecycle

of the deal at pre-contract,
contracting, deployment and ongoing
service monitoring.

- Whistleblowing mandatory training
for all M&G plc employees across our
organisation was rolled out in June
2020. This training detailed what,
when and how to raise a concern
with human rights violations (modern
slavery) included. No whistleblowing
cases that had been raised in the last
reporting period remained open at the
end of this reporting period.

Our Workplace Solutions team

have carried out refresher training
on Ethical Procurement (including
modern slavery) and briefed the
entire Workplace Solutions Team on
the risks and how to identify modern
slavery. M&G plc contracts remain
refreshed and updated for modern
slavery provisions.

We recognise our responsibility to
comply with all relevant legislation
included within the Modern Slavery Act
2015. Our Modern Slavery Transparency
Statement (to be published in May
2021), confirms how we comply with all
relevant legislation and the steps we've
taken to assess and mitigate against the
risk of modern slavery and human rights
violations within our business and supply
chains, as well as how we've managed
and will continue to proactively monitor
those risks.

Adherence to policies

Narrative within our Non-Financial
Reporting Statement covers the
following policies and developments
across 2020:

- Bribery, Corruption and Tax Evasion
Risk Policy

- Statement of Human Rights
- Whistleblowing Policy

- Supplier Code of Conduct
- M&G plc Code of Conduct

Some of these policies have only
recently been implemented and will be
reviewed during 2021, others are more
embedded into our business.

Looking to 2021, we are soon to

publish our supporting Anti-Bribery,
Corruption and Tax Evasion Standards.
Alongside this we are due to undertake
an initial mapping exercise and proposal
document for our business to adopt a
modern slavery policy which defines our
Group Governance Framework position
using UK legislation (Modern Slavery
Act 2015) as our minimum standard.

We will be able to report further on
implementation of these policies and
frameworks in the 2022 Annual Report.

Care and integrity extend
beyond our company
into the communities and
societies around us.”

Lee Bullen
Commercial Officer
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Risk management

Our framework

Our risk management is supported
by an embedded risk culture and

strong risk governance

As part of our business operations,
we take on risks on behalf of our
shareholders, customers and clients.
We generate shareholder value by
selectively taking exposure to risks
where such risks are adequately
rewarded, and can be appropriately
quantified and managed to safeqguard
our ability to meet commitments to
customers and clients, comply with
regulations and protect our reputation.
The Board has ultimate responsibility
for these risks across the Group.

To assist the Board in discharging

its responsibilities, we have a
comprehensive approach to identifying,
measuring, managing, monitoring

and reporting current and emerging
risks (‘the Risk Management Cycle’),
supported by an embedded risk culture
and strong risk governance. This is

set out in the Group Risk Management
Framework, key elements of which are
described below.

Our Risk Management Framework is
designed to manage risk within agreed
appetite levels which are aligned to
delivering our strategy for customers,
clients and shareholders.

Risk culture and governance

The Board is responsible for instilling
an appropriate corporate risk culture
within the Group. Working together
with our senior management, the
Board promotes a responsible culture
of risk management by emphasising
and embedding the importance of
balancing risk with profitability and
growth in decision-making, while also
ensuring compliance with regulatory
requirements and internal policies.

To help embed our risk culture, the
Board sets and approves:

- Risk appetite and associated risk
mandates and limits, determining
how these are then delegated or
cascaded to our businesses and/or
individuals to execute

- The Risk Management Framework
and supporting risk policies

- Assignment of responsibilities for
controls and reporting

66 | M&G ple Annual Report and Accounts 2020

The Risk Committee supports the Board
in these activities providing leadership,
direction and oversight, and the Audit
Committee assists the Board in meeting
its responsibilities for the integrity of our
financial reporting, including obligations
for the effectiveness of our internal
control and risk management systems.
The Remuneration Committee ensures
that compensation structures place
appropriate weight on all individuals
adopting the required risk culture

and behaviours.

The system of internal control, including
risk management, which supports the
Board and Risk and Audit Committees

is based on the principles of ‘Three Lines
of Defence’; 1) risk identification and
management, 2) risk oversight, advice
and challenge and 3) independent
assurance (see Figure 1).

First line business areas identify and
manage risks and are overseen by the
second line Risk and Resilience and
Compliance functions. The second
line Risk and Compliance functions
are structuraily independent of the
first line, providing risk oversight,
advice and challenge, as well as
compliance monitoring and assurance.
Third line Internal Audit is empowered
by the Audit Committee to audit

the design and effectiveness of
internal controls, including the risk
management system.

Risk appetite and limits

We specify our risk appetite and
tolerance to take on risk through risk
appetite statements and limits that are
aligned to, and reviewed with respect
to, our business model and strategy.
Risk appetite is the amount and type

of risk we are willing to accept in pursuit
of our business objectives.

We have established aggregate risk
appetite statements and limits for capital
(regulatory and economic), liquidity

and dividend volatility. The capital risk
appetite is supported by a solvency
intervention ladder which sets out
management actions for implementation
or consideration at different levels of
regulatory solvency.

COVID-19 pandemic

The risk and control environment
was heavily impacted by the
COVID-19 pandemic, which resulted
in significant market volatility

and operational challenges.

We responded quickly at the start of
the pandemic to mobilise resources
and stand up business continuity
protocols. We also established

an Executive Solvency Monitoring
Group to provide additional oversight
of financial risks.

While the pandemic has not

resulted in new principal risks being
identified, it has impacted the Group
across our risk profile as detailed in
the principal risks on the following
pages. A rapid scaling up in remote
working capacity and capability

has heightened operational risk

in the following key areas:

IT connectivity; data security and
privacy; cyber crime; fraud; and
processing failure due to changes

to controls. We continue to progress
our programme of work to enhance
operational resilience and to maintain,
test and upgrade our IT environment
and controls. In addition, the
pandemic has heightened people
risks in areas including staff morale
and wellbeing and we have therefore
put the safety and wellbeing of our
staff at the forefront of our response
to the pandemic.

Credit risk remains a key area of
focus as the impacts of restrictions
and lockdowns filter through
economies. Through our annuity
portfolios in particular, we are
exposed to excess downgrades
and defaults, and to credit spread
widening. However, trading over
the last decade hasled to a
significant increase in the proportion
of secured assets and a defensive
and diversified credit portfotio.

The uncertainty of the impact that
the pandemic will have on our future
business and operating environment
requires us to continually monitor
and assess the risks related to

our change activity. We remain
committed to our extensive
transformation programme and in
response to the pandemic, we have
reviewed and, where appropriate,
reprioritised our change activity.



Figure 1

Board of Directors

Risk Committee

Three lines of defence
First line
Risk identification and management

- |dentify, own, manage and
report risks

- Execute business plan and strategy

Establish and maintain controls

Stress/scenario modelling

- Operate within systems
and controls

- Ongoing self-assessment of control
environment effectiveness

Second line
Oversight, advice and challenge
- Owner of Risk and
Compliance Framework

- Stress/scenario setting
and oversight

- Regulatory liaison

- Proactive and reactive advice
and guidance

- Risk and compliance monitoring
and assurance activities

- Risk and compliance reporting

Third line
Assurance
- Independent assurance of first

line of defence and second line
of defence

- Independent thematic reviews and
risk and controls assessment

Our expected ability to stay within
appetite is assessed during the annual
business planning process, with the
actual position monitored and managed
reqularly throughout the year.

We also have risk appetite statements
and accompanying financial limits

in place for significant individuat

risks, including a comprehensive
Group Approved Limits Framework.
In combination, the individual appetite
statements and limits are set such that
we operate in line with the aggregate
approved risk appetite statements
even when the individual limits are
fully utilised.

We use prescribed indicators to inform
whether a risk may move out of appetite
and, together with limit utilisation, this is
a core element of risk reporting to Board
and Executive Risk Committees with
appropriate management actions.

Climate risks

Climate change risk is currently '
managed through the M&G plc Risk
Management Framework, with risk
oversight and assurance delivered

in accordance with the three lines of
defence model. In addition an M&G plc
ESG Risk Management Framework is
being established to provide additional
focus on the risk management activities.
required for ESG and climate change
initiatives, including specific details on
the requirements to effectively identify,
monitor, manage and report on ESG and
climate change risks. The management
and monitoring of ESG risk, including
climate change risk, will also align to our
ESG risk appetite statement(s), which
are currently under development, to
support our ESG-related commitments
and targets, with the aspiration of
meeting stakeholder expectations.

We are also building our risk
management controls to cater for the
diverse needs of a range of stakeholders
groups, geographical! territories and
compliance requirements to identify the
most effective data, policy, process and
reporting approach for the future.

Sustainability risks, along with other
risk types, are identified, assessed

and managed under the M&G plc Risk
Management Framework and specific
emphasis on the management of this
risk will be outlined within the M&G pic
ESG Risk Management Framework,
which is currently under development.
Consideration of ESG Risk is built into
the decision-making processes and a
requirement of key strategic board risk
assessment papers. Climate change
risk is being integrated into our scenario
analysis process with both top down and
bottom up consideration over a range of
time horizons.

Climate change is significant to our
corporate operations and the large
portfolios of assets we manage on

our own balance sheet and for clients,
making ESG risks critical to our business
model and priorities.

We combine a range of approaches

to help us to identify, understand

and articulate climate risks, including
academic research, industry-shared
learning, scanning tools and relevant
data sources, and best practice guides.

Scenario analysis is an important tool in
assessing the impacts of these risks over
arange of time horizons and potential
climate pathways. M&G has undertaken
climate scenario analysis with further
work underway to develop and enhance
our approach to provide additional
insights into the climate risk faced by the
business both now and in the future.

M&G plc Annual Report and Accounts 2020 | 67

uoIIeWIIO U] [BIDURUI asueusanon yoday jBajens

uojjew.Iou) 19Y30



Risk management continued

Principal risks and uncertainties

1 Business environment and market forces

Principal risk

Changing customer preferences
and economic and political
conditions could adversely
impact our ability to deliver our
strategy and have implications
for the profitability of our
business model.

The markets in which we operate
are highly competitive while
customer needs and expectations
are changing rapidly.

Economic factors, including those
resuiting from Brexit and the
COVID-19 pandemic, may impact
the demand for our products

and our ability to generate an
appropriate return. In addition,
increased geopolitical risks and
policy uncertainty may impact
our products, investments and
operating model.

Our key savings proposition,
PruFund, accounts for a high
proportion of our total sales
and we are also heavily reliant
on the intermediated channel
for sales of savings solutions.
This heightens our exposure to
changing economic conditions
and customer preferences.

Our success depends upon
our capacity to anticipate and
respond appropriately to such
external influences.

Management and mitigation

We conduct an annual strategic
planning process, which is
subject to oversight by the Risk
and Resilience function and

the Board, and results in an
approved strategy. The process
considers the potential

impact of the wider business *
environment and, throughout
the year, we monitor and report
on the delivery of the plan.

We continue to diversify our
savings and investments
business to respond to
developing customer needs in
terms of products, distribution
and servicing. We are also
implementing a significant
digital transformation
programme to deliver a

more diversified distribution
strategy. We have expanded
our operations in Europe to
ensure that we can continue to
grow and service our European
customer base following

the UK's departure from the
European Union.

Strategic

Outlook pillars

We believe competition
will intensify in response
to consumer demand,
technological advances,
the need for economies of
scale, regulatory actions
and new market entrants.

We have launched a
number of new products
and the acquisition of
Ascentric broadens

@EOOOE

- our coverage of the
- Independent Financial

Advisor market and
accelerates our move
into high value wealth
management. Work is
ongoing to develop new
propositions and expand
our institutional and
international businesses.

We continue to focus on
minimising the impact of
COVID-19 pandemic on
the service we provide to
our customers.

We had prepared for

a “no-deal” Brexit to
manage the risk that the
process and outcomes
compromised our business
model and strategy. In the
run-up to, and immediately
after 31 December

2020, potential impacts
were monitored with no
material issues identified.
Monitoring will continue

in 2021 noting that there
are residual risks in
respect of temporary
equivalence arrangements
and that discussions
continue between the UK
and EU with regards to
financial services.

Change from
last year

o
O
O

Our strategic pillars

1. One M&G
@ @ . Revitalise UK

. Expand Institutional

. Grow Europe

. Build International

0,00
5

. Protect Heritage

Nl b |Ww|N

. Active Capital Management

and Operational Efficiency

68 | M&G plc Annual Report and Accounts 2020



2 Sustainability

Principal risk

Our stakeholders increasingly
expect that we meet the

needs of the present without
compromising the ability of future
generations to meet their own
needs. In addition we recognise
that sustainability, including
issues concerning the climate,
diversity and inclusion, corporate
governance and biodiversity, is
crucial to our success and that of
the companies in which we invest.

A failure to address and embed
sustainability within our
products, business and operating
model could adversely impact our
profitability, reputation and plans
for growth.

Management and mitigation

Sustainability risks, along with
other risk types, are identified,
assessed and managed under
the M&G plc Risk Management
Framework and specific
emphasis on the management
of this risk will be outlined
within the M&G plc ESG Risk
Management Framework, which
is currently under development.

Consideration of ESG Risk
is built into the decision-
making processes and a
requirement of key strategic
board risk assessment papers.
Climate change risk is being
integrated into our scenario
analysis process with both
top down and bottom up
consideration over a range
of time horizons.

3 Investment performance and risk

Principal risk

The investment objectives and
risk profiles of our funds and
segregated mandates are agreed
with our customers and clients.
A failure to deliver against these
objectives (including sustained
underperformance of funds),

to maintain risk profiles that are
consistent with our customers
and clients expectations, or to
ensure that fund liquidity profiles
are appropriate for expected
redemptions may all lead to poor
customer outcomes and result

in fund outflows. If these risks
materialise for our larger funds or
arange of funds, our profitability,
reputation and plans for growth
may be impacted.

Management and mitigation

Our fund managers are
accountable for the
performance of the funds they
manage and the management
of the risks to the funds.

An independent Investment
Risk and Performance team
monitors and oversees fund
performance, liquidity and risks,
reporting to the Chief Risk and
Resilience Officer.

Such activities feed into
established oversight and
escalation forums to identify,
measure and oversee
investment performance,
investment risk and fund
liquidity risks.

Outlook

We have made specific
firm-wide public
commitments in respect
of Sustainability issues
and we continue to
address and embed
sustainability within

our products, business
and operating model.
As 2020 demonstrated,
responding effectivelyto
climate-related incidents
such as flooding, world
health issues such as
the COVID-19 pandemic
and the increase in
public activism and
demonstrations on
issues such as equality,
requires that we meet
the expectations

of a wide range of
stakeholder groups.

Outlook

Fund liquidity will remain
a key theme as regulatory
and market developments
impact funds' investments
in unquoted and hard-to-
trade assets.

The impact of the
COVID-19 pandemic may
continue to cause sharp
movements in market
values, interest rates,
dividend levels, rental
income and defaults, all
of which could adversely
impact investment
performance and fund
flows. While market
volatility persists and
customer confidence

remains low, there is a risk

of further deterioration of
fund flows.

Ensuring that our
customers understand

the risks to which they are
exposed, including liquidity
risk, and delivering strong
fund performance will be
key to our success.

Strategic
pillars

OOOOOO

Strategic
pillars

QOOOO®

Change from
last year

@
O
©)

New Risk

Change from

last year

o
O
©)
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Risk management continued

4 Credit

Principal risk

We are exposed to the risk

that a party to a financial
instrument, banking transaction
or reinsurance contract causes

a financial loss to us by failing to
discharge an obligation. In the
case of invested assets this
relates to the risk of anissuer
being unable to meet their
obligations, while for trading or
banking activities this relates to
the risk that the counterparty

to any contract the business
enters into is unable to meet their
obligations. Our solvency is also
exposed to changes in the value
of invested credit assets arising
from credit spread widening and/
or credit rating downgrades.

5 Market

Principal risk

Our profitability and solvency are
sensitive to market fluctuations.
Significant changes in the level

or volatility of prices in equity,
property or bond markets could
have material adverse effects

on our revenues and returns

from our savings and investment
management businesses, while
exchange rate movements could
impact fee and investment
income denominated in foreign
currencies. Furthermore, material
falls in interest rates may increase
the amount that we need to set
aside in order to be able to meet
our future obligations.

Management and mitigation

Our Credit Risk Framework sets
standards for the assessment,
measurement and management
of credit risk, which are

‘monitored by a dedicated,

independent team. We set

and regularly review limits

for individual counterparties,
issuers and ratings, and monitor
exposures against these limits.
Qur policy is to undertake
transactions with counterparties
and invest in instruments of
high quality. We have collateral
arrangements in place for
derivative, secured lending,
reverse repurchase and
reinsurance transactions.

‘Management and mitigation

Market risk appetite is set and
monitored to limit our exposure
to key market risks, and we have
prescribed limits on the seed
capital provided for new funds.
Our established approach to
managing market risk was
successfully utilised and
adapted to monitor and respond
to the impact of the COVID-19
‘pandemic on markets, funds
and operations.

Where appropriate, and subject
to risk limits and procedures,

we use derivatives for risk
reduction, for example, to hedge
equities, interest rates and
currency risks, and we carry out
regular reviews of hedging and
investment strategies, including
asset-liability matching,
informed by stress testing.

Outlook

Our credit risk exposure

is expected to reduce

over time as our annuity
business runs off. In the
near term, there is a risk

of a material deterioration
in credit conditions as a
result of the market effects
of the COVID-19 pandemic.
Through our annuity
portfolios in particular,

we are exposed to excess
downgrades and defaults,
and to credit spread
widening. However, trading
over the last decade

has led to a significant
increase in the proportion
of secured assets and a
defensive and diversified
credit portfolio.

Outlook

Qur market risk exposure
is expected to increase as
the growth of the PruFund
business outweighs the
reduction in market risk
that occurs from the run-
off of the Heritage book.
Additionally, there is the
potential for further market
volatility as the COVID-19
pandemic continues to
impact markets. However,
the risks are actively
managed and monitored.
As such, we do not expect
our market risk exposure,
net of risk reduction
activity, to be materially
impacted in the short-term.

Strategic
pillars

©J0JOIO;

Strategic
pillars

ololololo

Change from
last year

o
O .
®

Change from
last year

o
O
©)

Our strategic pillars

. Protect Heritage

1. One M&G
@ @ 2. Revitalise UK
@@ 3. Expand Institutional
4, Grow Europe
@ S. Build International
6
7.

. Active Capital Management

and Operational Efficiency
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6 Corporate liquidity

Principal risk

We must carefully manage the
risk that we have insufficient -
cash resources to meet our
obligations to policyholders

and creditors as they fall due.
This includes ensuring each part
of our business and M&G pic as
awhole has sufficient resources
to cover outgoing cash flows,
under a range of severe but
plausible scenarios.

7 Longevity

Principal risk

We make assumptions
regarding the life expectancy
(longevity) of our customers
when determining the amount
that should be set aside to pay
future benefits and expenses.
Unexpected changes in the life
expectancy of our customers
could have a material adverse
impact on both profitability and
solvency. This risk mainly arises
from our large annuity book and,
although we no longer write new
annuity business in the open
market, the size of the back-book
remains significant.

Management and mitigation

Risk appetite is set such that
we maintain adequate liquid
resources and our liquidity
position is regularly monitored
and stressed. We have detailed
liquidity contingency funding
plans in place to manage a
liquidity crisis.

Liquidity, cash and collateral

is managed for the Group by
Prudential Capital, which holds
liquid, high grade assets and has
access to external funding.

Managemen} and mitigation

We conduct annual reviews

of longevity assumptions,
supported by detailed
assessments of actual mortality
experience and have a team

of specialists undertaking
longevity research.

We perform regular stress and
scenario testing to understand
the size of the longevity

risk exposure.

We have undertaken longevity
risk transfer transactions,
where attractive financial terms
are available from suitable
market participants.

Change from
last year

®
o
®

Strategic
piltars

®

Outlook

We expect the nature of
our exposure to liquidity
risk, and our approach
to managing the risk,
will remain materially
unchanged in the
short-term.

OO

Strategic
pillars

® ©
© @
®

Change from

Outlook last year

The pace of longevity
improvements among the
annuitant population has
slowed in recent years.
Additionally, our existing
business will continue

to run-off, reducing our
longevity exposure over
the longer-term.

Anincrease in mortality
rates may be expected

to some extent over the
short-term due to the
CQOVID-19 pandemic,
particularly in relation to
the annuitant population
which has a higher average
age than the non-annuitant
population. However, the
longer-term implications
for mortality rates amongst
the annuitant population
are not yet clear, increasing
uncertainty in relation to
our assumptions.
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Risk management continued

8 Operational

Principal risk

A material failure in the
processes and controls
supporting our activities, that
of our third-party suppliers or
of our technology could resuit

in poor customer outcomes,
reputational damage, increased
costs and regulatory censure.
We have a high dependency
ontechnology and the loss

or sustained unavailability of
key hardware or software,
inadequate information security
arrangements and ineffective use

of digital solutions could impact -

our ability to operate effectively.
Additionally, serious failings in
the delivery and/or persistent
under performance of third-party
supplier arrangements could
impact the delivery of services

to our customers.

Management and mitigation

Our Operational Risk

Framework defines our

approach to the identification,
assessment, management and
reporting of operational risks
and associated controls across
the business including IT, data
and outsourcing arrangements.

The benefits of our investment
in operational resilience were
demonstrated by our ability

to maintain effective business
operations during the disruption
caused by the COVID-19
pandemic. We continue to
progress our programme of
work to enhance the firm's
resilience to material operational

_incidents or business disruption.

We maintain, test and upgrade
our IT environment, processes
and controls to maintain IT
performance and resilience
and prevent, detect and
recover from security incidents,
including cyber attacks.

We are continuing our
programme of work to
enhance our oversight and risk
management of third parties
across the Group, including
our approach to selection,
contracting and on-boarding,
management and monitoring,
and termination and exiting.

" cyber crime; fraud; and

Strategic

Outlook pillars

A rapid scaling up

in remote working
capacity and capability
has placed significantly
greater reliance on
virtual'environments and
introduced changes in
working practices. This has
heightened operational
risk in the following key
areas: IT connectivity;
data security and privacy;

QEOOOOO

processing failure due to
changes to controls.

Regulatory scrutiny of, and
reputational damage from,
issues arising from the
processing of customer
data, and the security

and resilience of our
technology and processes
will remain high.

Like many of our peers, our
increasing dependency
on third parties for
critical activities such as
customer engagement,
investment management,
fund administration

and technology will
increase the importance
of managing third-party
risks, including having
contingency planning in
case of outage or failure.

Change from
last year

o
O
O

Our strategic pillars

1. One M&G
@ @ . Revitalise UK

. Grow Europe

@@ . Expand institutional
®

. Build International

. Protect Heritage

NS~ |WIN

. Active Capital Management

and Operational Efficiency
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9 Change

Principal risk

We have a number of significant
change and transformation
programmes underway to )
deliver our strategy for growth,
key financial and non-financial
benefits (including cost
savings, improved customer
experiences, greater resilience
and strengthening our control
environment) and regulatory
change. Failure to deliver these
programmes within timelines,
scope and cost may impact our
business model and ability to
deliver against our business plan
and strategy.

Management and mitigation

Project governance is in place
(including oversight) with
reporting and escalation of risks
to management and the Board.

Our Strategic Investment Board
is responsible for prioritisation
decisions, ensuring that the
activities that maximise our
ability to achieve the business
plan, key regulatory items and
growth activity are delivered
and funded appropriately.

We employ a suite of metrics

to monitor and report on the
delivery, costs and benefits

of our transformation
programmes. We conduct
regular deep-dive assessments
of transformation programmes,
individually and collectively.

‘In response to the

Change from
last year

@
[
®

Strategic
Outlook

COVID-19 pandemic, we
have reviewed and, where
appropriate, reprioritised
our change activity.

We remain committed

to our extensive change
programme which
underpins our strategy for
growth, meet appropriate
cost base targets, deliver

a number of key non-
financial benefits (including
improved customer
experiences and outcomes
and strengthened
resilience), and meet
regulatory requirements.
Our exposure to change
risk will therefore

remain material.

QOOOOOO i

The uncertainty of the
impact that the COVID-19
pandemic will have on

. our future business and

operating environment
requires us to continually
monitor and assess

the risks related to our
change activity.
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Risk management continued

10 People

Principal risk

The success of our operations is
highly dependent on our ability
to attract, retain and develop
highly qualified professional
people with the right mix of skills
and behaviours to support our
business strategy and cuiture.

As a large and listed public
company, and as we continue

to implement our change
programme, our people risk and
associated reputational impact
is heightened in a number of
areas including our pay practices,
staff workloads and morale, the
conduct of individuals or groups
of individuals and industrial
relations (our own and that of
key third-party providers).

Management and mitigation

Qur HR Framework includes
policies for Diversity and
Inclusion, Employee Relations,
Talent and Resourcing,
Remuneration, and Performance
and Learning. The framework

is designed to align staff
objectives and remuneration

to our business strategy

and culture.

Our management and Board
receive regular reporting

on people issues and
developments, for example,
the succession plans for critical
talent, the management of
industrial relations, pay, culture
and diversity.

We conduct regular surveys to
better understand colleagues’
views on our business and
culture, the findings of which
drive actions to improve the
experience of our staff. The Risk
and Resilience team has begun
monitoring and reporting

as a series of indicators of
behavioural risk.

Strategic
Outlook

Competition for top tatent
is expected to remain
intense. We continue to
increase our investment in
leadership and manager
development in order to
be successful and drive
the right cuiture, behaviour
and norms in today's fast
changing world.

The COVID-19 pandemic
led to a rapid scaling up in
remote working capacity
and capability which

has placed significantly
greater reliance on
virtual environments and
introduced changes in
working practices. This has
heightened risks in areas
including staff morale
and well-being. These,
and other risks, are being
monitored and managed
through our bespoke
incident management
procedures and we have
put the safety and well-
being of our staff at the
forefront of our response
to the pandemic.

Change from
last year

o
O
®

Our strategic pillars

1. One M&G
@ @ Revitalise UK

. Build International

. Protect Heritage

2. :
@@ 3. Expand Institutional
4. Grow Europe
® s
6.
7.

. Active Capital Management
and Operational Efficiency
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Risk management continued

Emerging risks

Emerging risks are newly developing

or evolving risks which are potentially
significant but are generally
characterised by a high degree of
uncertainty and are therefore difficult

to quantify. We undertake an annual
assessment to identify the Group's
emerging risks and assess which will be
subject to management and monitoring.
The assessment brings together input
from subject matter experts across

the first and second lines of defence
and incorporates a range of inputs
including internal risk and control self-
assessments and external perspectives.

We carry out a light touch review of the
development of emerging risks during
the year to update the assessment

of emerging risks, key indicators and
the progress of actions, incorporating
any material developments since the
annual assessment.

Basis of preparation

The Strategic Report presented in our
Annual Report and Accounts for the
year ended 31 December 2020 has
been prepared in accordance with the
Companies Act 2006 and the Disclosure
and Transparency Rules (DTR) issued
by the FCA. In accordance with Section
414C of the Companies Act 2006,
DTR4.1.8and DTR4.1.9,the Group is
required to provide a fair, balanced and
understandable review of the business,
including key performance indicators to
the extent necessary, and a description
of the principal risks and uncertainties
facing the Group.
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Risk

Social cohesion

Description

The widening gulf between empowered and
disenfranchised groups in society, growing
cultural divisions and wealth inequality

may lead to a lack of societal cohesion and
increased activism.

Monetary and trade policies

Increasing trade tensions and conflicts
between the world's major trading blocs could
lead to increased trade barriers, regulatory
fragmentation and the reversal of globalisation.
The low interest rate environment that has
prevailed in many advanced economies since
the financial crisis also poses a variety of risks.

Longer-term impact of the
COVID-19 pandemic

The longer-term economic, political and social
implications of the current COVID-18 pandemic
are highly uncertain. Additionally, the impact on
productivity, innovation and health and safety
due to new ways of working is uncertain.

Artificial intelligence and
digital disruption

The progress in artificial intelligence and
cognitive computing may result in unforeseen
risks or unpredictable outcomes. Keeping pace
and managing obsolescence in the face of
rapid change creates strategic, financial and
operational risks for firms.

The risk management Section of the
Strategic Report describes the principal
risks and uncertainties on pages 68-75.

In preparing this Strategic Report we
have considered the Guidance on
the Strategic Report as issued by the

Financial Reporting Council in July 2018.

In addition the Board has also .
considered the guidelines with respect
to alternative performani:e measures
(‘APMSs’) as issued by the European
Securities and Markets Authority
(ESMA) in October 2015.

Our Board believes that the APMs
identified within the Strategic Report are
useful for management and investors

in assessing the performance of the
business during the year, in conjunction
with the relevant IFRS results included
within the Group's consolidated financial
statements.

JohnFoley
Chief Executive Officer
8 March 2021
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Interim Chair’s introduction to governance

Governance to support our business

2020 was the year of the unexpected and the
unprecedented. I'm pleased that over this period
the Board and our governance structures have
supported the resilient performance of our business

As the Interim Chair | have presented a
summary of the most important areas
of this Governance Report. | hope the
Report brings to life the way in which
Mike as Chair and the Board as a whole
operated day-to-day in 2020.

Culture

With limited time on any Board agenda,
part of the Chair's role is to prioritise.
We decided to put culture at the top

of our agenda in 2020, as our first full
year as a listed company. We wanted
to set out, right from the start, the kind
of business we want to be and how

we want our colleagues to treat each
other and our customers and clients.
The Board has overseen all aspects of
culture development: approving the
firm’'s first Code of Conduct; developing
a culture dashboard to measure and
assess our behaviours; embedding
culture in our incentive design; and
setting a Board culture that can be
replicated proudly across the business.
As it turned out, 2020 was a year in
which we relied more than ever on

our culture of care and integrity, given
the challenging working environment
caused by COVID-19. Our shared
behaviours and values have kept us
working well together.

Enhancing our strength
as a Board

In April 2020, we were delighted to
welcome Massimo Tosato to our Board.
We considered the skills that we needed
to add to our collective expertise and
agreed that Massimo was an excellent
fit to provide international asset
management experience. Massimo has
also taken on the Chair of M&G Group
Limited, one of our major subsidiaries,
and this has forged a valuable
governance link between parent

and subsidiary.

In October 2020, | joined the Board in
the role of Senior Independent Director
(SID), which provides both support for
the Chair and a communication channel
for shareholders as needed. The Board
was looking for knowledge of financial
services and listed company experience
for this role.

Mike also oversaw development of the
skills of our Non-Executives. | thank
Clare Thompson for acting as SID
between May and October and taking

on the duties again in 2021 to support
me as Interim Chair. | also thank Robin
Lawther for adding her experience to the
Audit Committee from May 2020 and to
Clive Adamson and Clare who joined the
Nomination Committee at this time.

2020 was a year in which we relied
more than ever on our culture of care and
integrity, given the challenging working
environment caused by COVID-19.
Our shared behaviours and values
have kept us working well together.”

Fiona Clutterbuck
Interim Chair
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Looking forward

One of the most important things we can
doas a Board s reflect on our performance
and always be thinking about how we

can improve and enhance what we do

to be truly effective and entrepreneurial.
Our evaluation process at the end of 2020
was rigorous and we have given you a

real flavour in this report of the points it
raised. Itis one of my tasks as Interim Chair
to make sure we act on the results of the
evaluation and make the most of what it
canteachus.

AGM

On the Board's behalf, I'd like to thank

all our shareholders who voted via proxy
and who put forward questions to our first
AGM in 2020. We were pleased to have
your voting support in such high levels
and to hear your views, although it was
disappointing not to hold the meeting
face-to-face. We look forward to being
able to engage more fully in the future.

Finally, I'd like to thank Robin Lawther

for her service at M&G plc, as she steps
down from the Board on 15 March 2021.
Robin has been instrumental in building
strong incentive designs with a focus

on regulatory requirements, ensuring
alignment between risk and remuneration
and delivering our first Directors’
Remuneration Policy with very strong
shareholder supportin May 2020. | wish
Robin all the best for the future and we
look forward to welcoming Clare Chapman
to the Board very shortly as our new
Remuneration Committee Chair.

Fiona Clutterbuck
Interim Chair

Image removed




How we comply with the Corporate Governance Code

During 2020, the Board has
complied with the 2018 UK
Corporate Governance Code
and applied its Principles
and Provisions

Code Principle
Board Leadership and Company Purpose

A

The Board has been found to have operated effectively over 2020. Focus on the long-term success of the
company has been a theme of decision-making around a number of key decisions, including the Group’s
Business Plan, our culture journey and the acquisition of Ascentric.

The Company purpose and values have been strongly reinforced in 2020 by the Board's approval of our
Code of Conduct and its oversight of the Group's culture journey. The Board has monitored strategy to
ensure alignment with its culture.

The Board has measured performance carefully through dedicated presentations from all key parts of the
business and regular management information. Through the Audit Committee, the Board has tested and
challenged the Group's controls and is satisfied with their robustness.

This year, stakeholder engagement has covered a range of topics, with focus on customers and clients as
the Group has strived to help people look after their money through the pandemic and on employees, given
the home-working challenges presented by COVID-19 and the Board's focus on the Group's culture.

The processes for approving our Code of Conduct and the annual review of policies gave the Board the
opportunity to ensure that these were consistent with the Group's values. We were pleased that our
Employee Opinion Survey in 2020 showed that our workforce feels comfortable in speaking out and we
have embedded this important principle within our Code of Conduct.

Division of Responsibilities

F

Mike Evans, as Chair throughout 2020, has led the Board effectively and the Board has focused on
developing its working practices, the relationships between Non-Executive and Executive Directors

and how the Board tests and appraises its own performance on an ongoing basis.

The Board has maintained the required composition throughout the year and when vacancies arose,
Non-Executives were flexible in their roles. In 2020 Clare Thompson took on the SID role on an interim basis
and Robin Lawther joined the Audit Committee. In early 2021, Fiona Clutterbuck took on the role of Interim
Chair and Clare Thompson has again taken on SID duties.

All Non-Executive Directors have committed appropriate time to their roles and made themselves available
for additional meetings required due to COVID-19 impacts.

The Company Secretary has been effective throughout the year and has enhanced Board paper preparation
and reporting processes.

Composition, Succession and Evaluation

J

The appointments of Massimo Tosato and Fiona Clutterbuck appropriately addressed gaps in the Board's
skills map and composition, and were transparent selections, with weight given to gender, ethnicity and
diversity of thought, as well as skills and experience.

The Nomination Committee considered and refreshed Committee membership in May 2020 and at the point
when new Directors Massimo Tosato and Fiona Clutterbuck joined the Board. The Board members have all
served for three years or less.

The evaluation of the Board was externally facilitated this year by Lintstock and the Board was found to be
operating effectively.

Audit, risk and internal control

M The Audit Committee has led on assessing auditor independence and effectiveness and has reviewed all

material narrative and financial statements, including full year, half year and Q1 Trading Updates in 2020.
The Committee has also overseen the audit tender process.

The Board is satisfied that a fair, balanced and understandable assessment of the firm's financial position

is presented. .

The Risk Committee has assessed Principal Risks, including COVID-19 specific ones throughout 2020,

and set and monitored risk appetite. The Audit Committee has overseen the Integrated Control Framewaork,
which was newly introduced in 2020.

Remuneration

p

Remuneration design evolved during 2020 to take into account the cuiture that the Group wants to promote
and the risk limits to which colleagues must adhere. Executive remuneration is linked to the successful
delivery of the Group's strategy.

The Remuneration Committee has led a formal and independent process to measure and chalienge
executive remuneration. None of the Executive or Non-Executive Directors have taken any role in setting
their own remuneration.

Remuneration outcomes for Executive Directors are ultimately determined by the Remuneration

Committee, applying independent judgement and ensuring the wider context of business success,
culture and risk appetite are taken into account alongside any applicable regulations.

The table below sets out examples of how the Board has done
this for each Principle, enabling our shareholders to evaluate
our Code compliance for themselves.

We have not attempted to include all details in this table, but
focused on the key actions that.demonstrate our adherence
to the Code and we've signposted different parts of the
Governance Report where you can find more information.

. Read More

' Board effectiveness

Page 96

Decision-making
Page 84

Control environment
Page 100-106

Stakehold
Page 84-89

Chairand
Board effectiveness
Page 96

Board appointment process
Page 98

C ittee bership
and Board skills

Page 82-83

Board effectiveness
Page 96

Audit Committee and Risk
Committee roles and reports
Page 100-108

Remuneration Committee role
and report
Page 109-117
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Governance at a glance

A balanced Board, a balanced agenda

These pages tell you more about the composition
of the Board and its members, the meetings we have
held over 2020 and how we have spent our time

Board diversity Group Executive Committee (GEC) diversity
" # Male:4 50% | Male: 7! 78%

B Female: 4 50% W Female: 2 22%

Male (8) : Female (2) as of 4 January
2021 following the appointment of
Peter Grewal as M&G plc's Chief Risk
and Resilience Officer.

Senior managers: direct reports of GEC diversity Board nationality and ethnicity

| Male: 38 69% B British: 6 75%
@ Female: 17 31% ’ W British/American: 1 12.5%

B Italian: 1 12.5%

For more information on the Group's Diversity policy and goals
Page 61

How the Board spent its time

The Board seeks to balance its agendas in order to ensure it covers all its statutory and regulatory duties as well as allowing
time for strategic and governance matters. )

This section shows how the agenda is weighted between regular items and specific focus areas for the Board in 2020.

The typical Board agenda allows time for:

- General matters - minutes, matters arising and reports from the Chairs of each committee on its activities;

- Business updates - regular performance and financial reporting. The Chief Executive and Chief Financia! Officer will both
typically report in this section, with a rolling programme of reporting from the Chief Investment Officer, Chief Customer and
Distribution Officer and Chief Operating Officer;

- Strategy - which covers projects and transactions, as well as approvals which the Board is requested to give under the
Group's delegated authority framework, such as the Business plan and dividend, and updates on Strategy progress; and

- Risk, regulatory and governance - regular reporting from the Risk, Regulatory Affairs, Compliance, Legal and Company
Secretariat functions.

In addition to the regular reporting above, the key focus areas for
the Board in 2020 are set outin the table on
page 96.
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Board and Committee attendance

Total meetings
Clive Adamson
Fiona Clutterbuck
Mike Evans
Robin Lawther
John Foley
Clare Bousfield
Clare Thompson
Massimo Tosato
Caroline Silver

Board
18
18/18
2/2
17/18
17/18
18/18
18/18
17/18
15/15
6/8

Audit
Committee
16

16/16
2/2
1A

16/16

4/7

Risk
Committee
10

10/10
2/2
10/10

10/10

3/4

R ation N tion
Committee Committee
6 2
- 11
2/2 RV
- 2/2
6/6 2/2
6/6 11
3/3
2/3 0N

The Board held a number of ad hoc meetings during 2020 given the COVID-19 crisis. As a result, some meetings were called
with less notice than would be usual meaning attendance for Directors was more challenging.

All absences from Board or Committee meetings were a result of serious or unforeseen circumstances outside the
Director’s control. In all cases, Directors unable to attend reviewed documentation and provided comments as appropriate

to the meeting Chair.

Board:

Of the 18 Board meetings held, four were joint with Audit and one was joint with the PAC Board. The Board also held fi

ive ad hoc

Committee meetings throughout the year. Massimo Tosato joined the Board and the Remuneration Committee on 1 April 2020.
Caroline Silver stepped down from the Board and all Committees on 27 May 2020. Fiona Clutterbuck joined the Board and all

Committees on 9 October 2020.

Audit Committee:

Of the 16 meetings held by the Audit Committee, four were joint with the Board and three were joint with the Risk Committee.

Robin Lawther became a member of the Audit Committee with effect from 27 May 2020.

Risk Committee:

Of the 10 meetings held by the Risk Committee, three were joint with Audit.

Nomination Committee:

Two meetings were held. Clive Adamson and Clare Thompson became members of the Nomination Committee with effect

from 27 May 2020.

M&G plc Annual Report and Accounts 2020 | 81

ajueusanon woday ojBayens

uopew.oyu;l [ejdueuldy

uonRewIoU| JAYIO



Board of Directors

Experienced leadership

This section shows the skills and experience of each
Director and the specific strengths they contribute
to the Company’s long-term sustainable success

Image removed

Image removed

Image removed

Image removed

Mike Evans John Foley Clare Bousfield
Chair of the Board Chief Executive Chief Financial Officer
N Appointment: 2 July 2018 Appointment: 23 January 2019

Appointment: 1 October 2018

Age: 64

Age: 52

Age: 59

Relevant skills and experience

Mike Evans'is a qualified actuary
with over 37 years' experience in
savings and investments, including
11years on the Board of Hargreaves
Lansdown plc, eight of which were
as Chair.

Prior to being appointed Chair

of M&G plc, he was Chair of ZPG
plc until July 2018, and served as
Senior Independent Director of
Chesnara plc and a Non-Executive
Director of esure plc and CBRE
Global investors UK. Mike spent

20 years at Skandia UK in his early
career, rising to become Chief
Operating Officer.

Other appointments

- None

Strengths

- Chair experience.

- Executive background
as actuary, COO and
General Manager.

- Lifeinsurance, general
insurance and wealth/asset
management experience.

- Platform-led
technology businesses.

Key

Relevant skills and experience

John Foley was appointed to the
Board of M&G plc on 2 July 2018,
following his appointment as Chief
Executive of M&G Prudential in
August 2017.

Prior to this, John spent 17 years
within the Prudential plc Group

in a number of senior roles,
including Chief Executive Officer of
Prudential Capital and Group Chief
Risk Officer, Group Investment
Director and, most recently, Chief
Executive Officer of Prudential UK
& Europe. In January 2016, he re-
joined the Prudential Board, having
already served a previous term
while Group Chief Risk Officer.

Prior to joining the Prudential
Group, John spent over 20 years at
Hill Samuel & Co, where he worked
in every division of the bank,
culminating in senior roles in risk,
capital markets and treasury for
the combined TSB and Hill Samuel
Bank. John spent three years as
General Manager, global capital
markets at National Australia Bank.

Other appointments

- None

Strengths

- Management and leadership.

- Deep historical experience of
the Group.

Committee Chairs

Committee Members

R Risk Committee

R Risk Committee

A Audit Committee

A Audit Committee

R Remuneration Committee

R Remuneration Committee

N Nomination Committee

N Nomination Committee
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Relevant skills and experience
Clare Bousfield joined Prudential
UK and Europe in November 2016
as Chief Executive Officer of PAC, a
material subsidiary of M&G plc.
Clare was appointed Chief Financial
Officer of M&G plc in August

2018 and joined the Board in
January 2019.

Clare brings significant financial
and accounting experience to the
Board from a range of roles across
the insurance and financial services
industries spanning more than

25 years. .

She was previously Chief

Financial Officer at Aegon UK.
Clare also worked as CFO in various
businesses within Swiss Re.

Clare was a Non-Executive Director
and Chair of the Audit Committee at
Pacific Life Re from 2018-2020.
Other appointments

- Non-Executive Director and
Audit Committee Chair at
RSA Insurance Group plc

- Royal & Sun Alliance
Insurance plc
Strengths
- Significant finance background.
- Non-Executive perspective
and experience.

Fiona Clutterbuck
Interim Chair; permanent
Senior Independent Director

R A RN
Appointment: 8 October 2020
Age: 62

Relevant skills and experience

Fiona Clutterbuck was appointed as
the Senior Independent Director and
is currently Interim Chair.

Fiona is chair of Paragon Banking
Group PLC and a Non-Executive
Director at Sampo plc, the Nordic
financial services group. She was
previously a Non-Executive Director
of Hargreaves Lansdown plc,

until 8 October 2020. Her most
recent executive role was Head of
Strategy, Corporate Development
and Communications at Pearl/
Phoenix Group (2008-2018), and she
was previously Head of Financial
Institutions Advisory at ABN AMRO
Investment Bank and Global Co-
Head of the Financial Institutions
Group at HSBC Investment Bank.

Other appointments

- Paragon Bank plc

- Paragon Banking Group plc

- Sampoplc

Strengths

- Background as barrister, banker
and Managing Director.

- Significant banking and wealth/
asset management experience.

- Professional services and
technology-led innovation.
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Image removed
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Clive Adamson
Independent
Non-Executive Director

R A N
Appointment: 22 March 2019
Age: 64

Relevant skills and experience
Clive Adamson has considerable
experience of UK and global
economic, banking and regulatory
matters gained from an extensive
career in banking and financial
services regulation, including senior
executive and advisory positions
with the FCA and its predecessor,
the Financial Services Authority.
Clive is a Non-Executive Director on
the PAC Board and Chair of the PAC
Risk Committee.

He s also a Non-Executive Director
of J.P. Morgan Securities plc and
Ashmore Group plc and a Senior
Advisor at McKinsey & Company.
Clive served as a Non-Executive
Director and Risk Committee Chair
of CYBG plc from January 2017 to
November 2018.

Other appointments

- J.P.Morgan Securities plc

- J.P.Morgan Europe Limited

- Ashmore Group plc

- McKinsey & Company
(Senior Advisor)

Strengths

- Executive background as banker
and regulator.

- Deep life and with-
profits experience.

- Emerging markets
investment experience.

- Professional services.

Robin Lawther CBE

Clare Thompson
Independent
Non-Executive Director
and Interim SID

A R RN

Appointment: 7 May 2019

Age: 66

Relevant skills and experience

Clare Thompson is an experienced
Non-Executive Director with

a deep understanding of the
insurance sector. With extensive
financial services and audit
experience, Clare spent 23 years
as lead audit partner on major
financial services groups at PwC,
predominantly in the insurance and
investment sectors.

Since stepping down from

her executive career, Clare

has developed a portfolio of
Non-Executive directorships: as
well as a previous Non-Executive
Director role at Direct Line Group
plc, she currently serves on the
Board of Bupa Group. Clare holds
a B.A.in Mathematics from the
University of York and is a Fellow
of the Institute of Chartered
Accountants in England and Wales.

Other appointments

- Bupa

Strengths

- Executive background as
accountant and audit partner.

- Significant advisory / .
professional services work,

specifically for life insurance and
investment clients.

- Healthcare.

Robin Lawther served as Remuneration Committee Chair through 2020.

On 19 June 2020, the Company announced Ms Lawther's intention to step
down from the Board on 15 March 2021. Ms Lawther will not therefore stand
for re-election at the Company's forthcoming AGM.

Massimo Tosato
Independent :
Non-Executive Director

Alan Porter
General Counsel and
Company Secretary

R Appointment: 22 July 2019
Appointment: 1 April 2020 Age: 57
Age: 66 Relevant skills and experience

Relevant skills and experience

Massimo Tosato joined M&G plc

as an Independent Non-Executive
Director and is also Chairman of
M&G Group Limited. Massimo has
more than 30 years’ experience as
aninvestment banking and asset
management entrepreneur and
senior manager.

Massimo's career has included
21years at Schroders, where he
served most recently as Chief
Executive of Schroder Investment
Management Limited and Executive
Vice Chairman of Schroders plc.

He has also held Board positions

at Nutmeg, an online discretionary
investment management start-

up, Banca Nazionale del Lavoro,
and served as Vice President of
the European Fund and Asset
Management Association (EFAMA).

Massimo is currently Non-Executive
Director of Banca Intermobiliare
and serves on the Board of
Overseers of Columbia Business
School in New York and, untit
31March 2020, he was also Non-
Executive Director of Pictet Asset
Management in Geneva.

Other appointments

- Trilantic Europe

- Columbia Business School of
Columbia University

~ Banca Intermobiliare di
Investimenti e Gestione Spa

- Montpelier Investimenti srl

Strengths

- Deep asset management
experience in executive career.

- CEO experience.

- Regulatory experience.

- International perspective.
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Alan Porter was appointed General

" Counse!l and Company Secretary in

July 2019, having held the same
role at Prudential plc since
September 2012. Prior to that, he
was the Group General Counsel

of Tesco plc for four years and

held various senior legal positions
at British American Tobacco plc
and Farmers Insurance Group.

He began his career at Simmons

& Simmons. Alan was Chairman

of the GC100 - the association of
General Counsels and Company
Secretaries of the FTSE 100 - from
January 2018 to January 2020,

and is currently 2 member of the
Takeover Panel. Alan is a solicitor
and also a member of the State Bar
of California.
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Our stakeholders

How we engage with our stakeholders

Section 172 Statement

At M&G plc, the Board seeks to consider the interests
of all our stakeholders when reaching decisions

This will involve a detailed assessment of the effect of a decision on relevant
stakeholder groups. Our considerations also include M&G’s impact on the
environment and our part in tackling climate risk, as well as how our activities
affect the many communities we serve. We are always mindful of our reputation.
This section gives you more detail on how we have engaged with and taken
account of our stakeholders' interests over the year.

Reporting requirement Page
Who our key stakeholders are 85-89
and how we have engaged with

them in 2020

How we have taken our 84

stakeholders interests
into account when making
principal decisions

How the Board has considered 80-91
our stakeholders during 2020

Principal Decisions

Section 172 of the Companies Act 2006 requires a director of 2 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 discharging section 172 duties, the Board has regard to the factors set out above, as relevant, and also additional factors,
which are specific to the matter under consideration. It is understood that the importance of each factor will vary depending

on the decision being taken.

Board decisions

Set out below are some examples of what stakeholder implications were considered when key decisions have been taken

by the Board.
Acquisition of Ascentric

In September 2020, M&G acquired
the Ascentric platform from
Royal London.

In making a decision on the acquisition,
the Board considered, among other
things, its long-term ambitions for
growth and how the acquisition
would support that ambition. It also
thought about how our customer
and advisor experience could be
improved. The Board was mindful of
the regulatory requirements involved
in acquiring the business and spent
time considering its governance and
its fit within the Group.

Finally, the Board considered people
and the realities of assimilating a new
business into the Group. It was felt
that Ascentric had a similar culture to
the firm, grounded in meeting advisor
and client needs, and would be the
right fit.

84 | M&G plc Annual Report and Accounts 2020

Dividend Payments in 2020

In May and September 2020 the
Board made dividend payments
to shareholders in line with its
Dividend Policy.

The Board held a number of ad hoc
meetings in April and again in July
to test at the time of both payments,
that the firm'’s solvency and financial
position remained robust.

While this is standard practice when
determining a dividend payment,
extra attention and consideration
needed to be given due to the
uncertainty and volatility in markets
caused by the COVID-19 pandemic
during 2020.

The Board considers all its
stakeholders when determining

the appropriateness of paying a
dividend, with wide considerations
across social and economic impacts
of COVID-19. In particular, the Board
balanced immediate expectations
around the Dividend Policy and
returns to investors with ensuring the
longer-term needs of the business
were supported.

Code of Conduct

In September 2020, the Board
approved the Group’s Code of
Conduct. This was the output of a
number of dedicated sessions on
culture and people.

The Board considered how the
interests of colleagues would be met
through the Code and how it could
deliver clear messaging around
values and purpose.

The Board also ensured that the Code
contained information to support:

- expected behaviours around
treating clients fairly;

~ business integrity and behaviours
we expect for our community and
industry; and

- maintaining a reputation for high
standard of business conduct.




Colleagues

Our colleagues are the most valuable
asset we have and are critical to our
success as a business. We have an
established approach to the way we
engage with colleagues at all levels, from
the Board to the Executive Directors

and senior leaders, which includes both
formal and informal meetings.

We have embraced the use of technology
to deliver messages and this was
particularly effective during the early
days of the pandemic when our Chief
Executive delivered a weekly vlog to all
colleagues in order to provide updates
on the impact on the business.

The Chair and members of the Group
Executive Committee also took part

in video messages and interviews.
These were delivered to colleagues via
a dedicated communication channel,
providing them with insight as to how
the business is developing as a listed
company as well as practical updates
on remote working practices.

Colleague welfare, as well as customer
focus, has been at the centre of
everything we have tried to do during
the COVID-19 pandemic particularly
as work patterns flexed and changed.
The Board understood and recognised
the need to constantly adapt and
modify available resources to help
colleagues access remote wellbeing
support, advice and resources.

Culture programme

One of our key priorities during the year
was to develop a great culture for M&G
plc. The Board received regular updates
on culture activities, in addition to its
quarterly review of people data, and
recognised its crucial role in providing
oversight and ensuring stewardship of
the firm's culture. The Board was kept up
to date on various culture workstreams
and a dashboard has been specifically
created to measure and track culture

Image removed

actions through 2021. The Board also
engaged with its material subsidiaries (PAC
and MGG) on culture-related issues that
affect their businesses before approving
the new M&G plc Code of Conduct.

Please see page 84 for further details.

Annual engagement survey

Listening to colleague feedback is
important to us and our annual One Voice
survey captures feedback and tracks
engagement across the Group. The One
Voice survey is supplemented by a series
of “pulse” engagement surveys which
this year included a special COVID-19
pandemic survey to understand how

the pandemic was impacting colleagues
and how the business could help more.
We carried out an additional pulse survey
later in the year to gauge colleagues’
reactions to improvements we had made
to our working practices.

Survey results were discussed at
Board and Group Executive Committee
level in Q3 2020 to identify areas

for improvement which were then
communicated back to the business.
The continued impact of organisational
and transformational change on the
workforce was a key factor in 2020, as
was the business's approach to both the
COVID-19 pandemic and future ways
of working.

Each function has its own action plan for
2021, the progress of which is tracked
and discussed quarterly at the Group
Executive Committee meetings.

Virtual Town Hall events

Directors have adapted to the challenges
that the COVID-19 pandemic has
presented to traditional ways of working
by presenting interactive updates

across business functions and locations.
These included the "In conversation
with"” series in which the Chief Executive
and other key members of senior
management presented items such

as the half year results and the 2020
agenda for global distribution, providing
the opportunity for colleagues to

raise questions. Virtual presentations
by senior management included a
focus on what M&G plc's culture, and
specifically its purpose, values and
behaviours, mean to them. All directors
and colleagues have also attended
mandatory training workshops
conducted by external consultants to
explore the role we all play in building
an environment that champions and
reinforces the right culture.

Site visits

Travel restrictions caused by the
COVID-19 pandemic have unfortunately
meant the Board was unable to make
any site visits in 2020. The Board held
two virtual stakeholder management
sessions with colleagues in H2 2020:
the first with the UK Colleague Forum
Chair in August and a second with
colleagues across our European offices.
Both sessions were well received by
Board members and colleagues. The goal
of these site visits was to give the Board
a better understanding of the employee
voice including how the pandemic was
impacting the working environment, the
obstacles colleagues were facing and
how this could be improved. They also
allowed the Board to understand how
colleagues were coping from a well-being
perspective. Similar sessions will be run
in early 2021 across our Asia offices and
for graduates and apprentices.

Colleagues as shareholders

The Board approved a further

offer of the UK Sharesave and
International Sharesave plans to

all eligible employees in July 2020
which was launched in September.
This builds on the Group’s ambitions
to align employee interests with our
business strategy.
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Our stakeholders continued

How we engage with stakeholders

Customers
and clients

We consider the needs of our customer
in everything we do. One of the key
ways that the Board monitors our
customers and what we are offering
them is the regular reporting from the
Chief Customer and Distribution Officer
(CCDO) toits scheduled meetings.

As well as qualitative reporting from
the CCDO, the Board also receives data
on customer satisfaction, complaints
and outcomes.

Through 2020, the Board has focused
specific attention on the following, when

- the COVID-19 pandemic and
our response;

- customer vulnerability in different
sections of our business;

we consider the needs of our customers:

Image removed

- ESG and Sustainability and how
our products can both meet our
own business principles and give
customers what they want; and

- Value Assessment, to ensure we
continue to treat our customers fairly.

Our infrastructure was able to support
remote working well in all global locations
and we communicated with clients to
make sure that we were able to leverage
our adoption of digital working.

The Board considered the needs of our
clients and customers when reviewing

its global growth strategies particularly
around new products and solutions for
clients including the four new Mega
propositions: Active+, Smooth+, Planet+
and Custom+ which aim to introduce a
new generation of products and solutions
for our clients. The Board also ensures
that our customer offering aligns with our
overall strategy.

{1

I’'m over the moon. | already trusted
Prudential and PruFund, but finding
my PruFund investment had grown
over the last 12 months despite the
pandemic blew me away. I'm so pleased
I've always stuck with Prudential and
| wouldn't go elsewhere.” |

Alan
PruFund customer
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The acquisition and integration of
Ascentric enabled us to strengthen

our position in the UK savings and
investment market. It complemented
our existing offering to advisers and
customers with a well-established
wealth management platform

allowing us to provide a wider range of
investment solutions to more customers.

The Board also considered brand during
2020 and considered how changes to
our external presentation would help
customers. This include tying together
our M&G pic “family of brands”, while still
ensuring consistency and clarity for our
customers on our Investments and Real
Estate capabilities.

Read more
Pages 4-5




Investors

Institutional shareholders

The Board is kept aware of major
shareholder issues and concerns
through reports from a variety of
sources including the Chief Executive
and Chief Financial Officer reports, a
regular report at Board meetings by
the Director of Investor Relations and
feedback from the Chair on governance
meetings with major investors.

The Chair of the Remuneration
Committee also reports to the Board
on discussions with shareholders.
The Investor Relations Report covers
share price performance, investor
meetings, and analyst reports, views
and forecasts.

Investor engagement

2020 was a year in which continual
engagement was even more crucial
as investors tried to navigate the
economic and financial market fallout
of the COVID-19 pandemic.

In the early part of 2020, we conducted
a number of meetings with the Chair,
and the Chair of the Remuneration
Committee to discuss with investors
broad issues of governance, and to
hear their views on our Remuneration
Policy, which was subsequently
approved at our 2020 AGM.

We announced our 2019 full year
results on 10 March, just prior to
lockdown, which meant that all
planned roadshow activity following
the announcement was immediately
moved onto a virtual basis and held via
conference calls and video meetings.

Image removed

Given the financial market turmoil that
ensued as the pandemic grew, we opted
to publish an ad-hoc Q1 business update
on 27 May, the date of our first AGM.
This allowed us to provide an update to
the market on business trends, balance
sheet position, actions taken to mitigate
the effects of the crisis, and to confirm
payment of the dividend that we had
announced with our full year results.
Our half year results were announced on
12 August. Around both announcements
and throughout the rest of the year, we
have engaged with investors through

a variety of means including virtual
roadshows, attendance at virtual
investor conferences, and by analyst-
sponsored group investor meetings.
This helps the Board to understand what
investor concerns are.

In aggregate we have had 359
touchpoints with investors across 186
investment institutions representing
55.72% of our shareholder register.

Retail shareholders

Retail shareholders have dedicated
services in place via the Group
Secretariat team and the Company's
registrar, EQuiniti.

Key information is also available on

the Company's website including the
‘Shareholder Information' page which
contains information on corporate
governance, dividends, the AGM and
share dealing, as well as answers to some
of the most frequently asked questions.
These sections continue to be developed
and updated to ensure content is clear,
concise and easily accessible.

The Board recognises the AGM as

an important formal interaction with
predominantly retail shareholders and
was disappointed not to be able to
hold its first AGM in person. However,
ensuring the safety of shareholders
and staff, as well as compliance

with government guidelines during
unprecedented circumstances

was paramount.

The Board instead offered shareholders
an enhanced Q&A opportunity in
advance of the meeting with answers
posted on the Company’s website.
Reliance was also placed on the robust
and well-known proxy voting service
which ensured all shareholders had
the opportunity to vote in advance of
the meeting.

The AGM represents an excellent
opportunity for the Board to meet the
Company's retail shareholders, so we
intend to give appropriate opportunity
for shareholder engagement around
the 2021 AGM, albeit physical meetings
will need to be restricted in accordance
with the prevailing government
guidelines on COVID-19.
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Our stakeholders continued

How we engage with stakeholders

Communities
and charities

We have a clearly defined overarching
social purpose. Flagship programmes
(urban regeneration; economic
empowerment; and skills and
education) support each pillar of

the Group’s strategy.

The community investment strategy
and how it is being delivered, has
been reviewed by the Corporate
Responsibility Governance Committee
and discussed at Executive Committee
and Board level.

Image removed

Over 2020, the Board considered
MR&G plc’s social purpose, the flagship
programmes within social purpose;
how colleagues have been engaged in
community and charity work and how
we compare to other listed companies.

We establish long-term relationships
with our charity partners to improve
lives, build communities and provide
support, not only through funding, but
also with the experience and expertise
of our colleagues.

The projects we support are
sustainable and we work closely
with our partners to ensure that our
programmes continuously improve,
for example, we found opportunity in
2020 to become a founding partner
of the National Emergencies Trust
and to support their appeal during
the pandemic. Please see page 56
for further details.

Read more
Page 56-59

Regulators

It's vitally important that we continue
to maintain strong regulatory
relationships - communicating openly,
working collaboratively and providing
the Financial Conduct Authority (FCA),
Prudential Regulation Authority (PRA)
and all our other global regulators with
timely notification of issues.

We aim to approach our relationship
with our regulators, as stakeholders,
in an open and constructive manner
at all times.
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During the year, we worked hard to
ensure we met both our regulatory
obligations as a global independent
business and the objectives of our
policyholders, while at the same time
continuing to support the real economy,
particularly during the disruption from
the COVID-19 pandemic.

This approach included significant
engagement from the Board and
members of the Senior Executive
team with our regulators on a range of
key risks. The Chair and other Board
members met separately with the
supervisory teams at the PRA and FCA
to discuss key areas of focus.

The Board receives areport on
regulatory matters from the Director
of Public Policy and Regulation at
every Board meeting and all relevant
regulatory correspondence is made
available to the Board in a timely
manner via a dedicated Reading
Room. The Board has held additional
meetings over 2020 to discuss
responses to specific regulator requests
and recommendations.




Business partners

1

Image removed

M&G continues to rely on third-party
suppliers and outsourcers and the Board
recognises the huge importance that
they have in our operating model.

The Board is involved in key
decisions relating to material
outsourcer arrangements.

The Board also approves M&G plc's
Modern Slavery Statement which, given
the nature of our business and our use
of third parties, is focused on our efforts
to detect and prevent modern slavery

in our supply chain. This provides the
Board with oversight of the controls in
place to manage an important risk in our
supply chain.

We are delighted to be
partnering with M&G
on the Empowering Famllles
programme, supporting

young people and their
families to access quality
education and better jobs
to build successful futures
for themselves.”

Alison Wallace

CEO of SOS Children's Villages

Twice a year the Chief Operating
Officer provides a full report to the
Board on all functional matters as

well as ad hoc reports on projects as
necessary. The COO leads the change
and transformation work for the Group
and the Board has maintained careful
oversight of this, both in terms of cost
and suppliers.

The Risk and Audit Committees
regularly examine issues related to
suppliers and partners, a particular
example being the Audit Committee’s
consideration of the audit tender,
which culminated in the decision

in 2020 to appoint PwC as the
Company's external auditor for the
year commencing 1 January 2022.
Please see page 106 for further details.

Image removed
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Board activities

The Board’s Year

The timeline below sets out key decisions and
actions during 2020 and how stakeholders were
involved or their interests taken account of

2020

— 0

"r

Strategy, governance, risk and opportunity management

?

—0

—0

January February March April May June

- Launch of M&G plc's - Report from the - Approval - Appointment - M&G plc’s first - First Board
vision for its culture. Chief Operating of dividend. of Massimo AGM held on Strategy Offsite

- Board approval of Officer on customer — Announcement of Tosato as Non- 27 May 2020. meeting as M&G plc
M&G plc's Global service, investment 2019 results. Executive Director. - Ascentric held virtually.
Diversity and operations, deal signed.

Inclusion Strategy
putting in place a

strategic framework,

success measures
and goals through
to 2025.

Read more
Page 62

technology and
commercial issues.

Image removed

Image removed

- Regular investment
performance review.

- Customer and
Distribution Update.

- Mid-year One Voice
Pulse survey.

Image removed

Understanding the views of stakeholders, the interests of colleagues and the fostering of business relationships

- Recognising the
importance to

employees of a great

environment to work
in, supported by well
understood cuiture.
Ensuring that all
colleagues are
supported by the
firm's approach to
D&l and that our
business partners
and regulators,

with whom we
interact every day,
recognise us as an
inclusive firm.

- Reviewing
operations involves
looking at how
our technology
serves clients
and colleagues;
how third-party
relationships are
being managed
and whether our
customers and
clients are satisfied
with how we interact
with them.
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- Considering
the views of the
regulator, given
the critical parts
that solvency and
risk appetite play
in dividend.

- Thinking about
the business
longer-term.

- Ensuring all our
stakeholder needs
are met by bringing
the right skills on to
the Board.

- Overseeing the
products we provide
to our customers
and monitoring
the performance
of investments
made for our
asset management
clients.

- Engaging with our
retail shareholders
using online voting
and Q&A due
to COVID-19
restrictions.

- Discussion
of strategic
priorities and
key growth
initiatives - thinking
about our business
longer-term.

Image removed




—0

?

"r

?

’\r

?

July August September October November December
- Half year - Ascentric formally - Appointment of - Reviewing policies - Approved .
results announced. becomes a part of Fiona Clutterbuck as across the Group, 2021-2024
M&G plc. Senior Independent including the Risk Business Plan.
Image removed Read more Director. Management - Reviewed Corporate
Page 7 Framework and Responsibility
. supporting the programme.
. firm's move from ;
- Operations Update. - Review of
- Regular investment Image removed the Sarbanes- Fund pricing.
Oxley reporting

performance review.

- Monitoring
performance
for our clients -
the frequency
of which was
increased given the
turbulent markets.

Image removed

Image removed

- Ascentric ensures
our advisors and
customers have a
well-established
digital wealth
management
platform, allowing
us to provide a wider
range of investment
solutions to
more customers.

Image removed

Approval of PwC as
new auditor for the
period commencing
1January 2022.
One Voice survey
results reveal
increased employee
engagement and
improved scores

on all ten survey
category themes.
Launch of Culture
Change Programme.
Introduction of

the M&G plc Code
of Conduct.
Customer and
Distribution Update.

- The Audit Tender
process involved
interaction with
prospective
business partners
to assess suitability
and audit quality.

- The Executive
team listened to
feedback from the
One Voice survey
results, including
the desire to build
onand strengthen a
sense of belonging
before identifying
areas of action to lay
the foundations of
inclusion, respect
and shared purpose.

Image removed

model, inherited
from our former
" parent company,
to our Integrated

Control Framework.

.

- Considering how
risk and controls
protect our
customers and
clients and support
our regulatory
requirements.
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- Regular investment

performance review.

- Reviewing the
priorities and
needs of our
communities and
charity partners had
a particular focus
in 2020 given the

COVID-19 pandemic.

Image removed

- Thinking about long-

term consequences
of the Business
Plan and how the
different aspects

of it would impact

varying stakeholders

including investors
and colleagues.

- Ensuring keen
pricing for clients
is monitored.
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Division of responsibilities and Boardroom practice

Governance structure

This part of the report sets out the Board’s
corporate governance structures

Roles and responsibilities
of the Board

The Group's governance is designed

to support a clear understanding and
delivery of its strategy. The Board

has responsibility for the oversight,
governance, direction, long-term
sustainability and success of the
business and affairs of the Group and is
responsible to shareholders for creating
and delivering sustainable shareholder
value. The Board is also responsible for:

- approving the Group's business
strategy proposed by management,
as well as setting its purpose, values,
standards and culture and ensuring
that these are aligned;

- oversight of effective Group risk
management and internal control
processes including a robust
assessment of the Group’s emerging
and principal risks;

- the approval of any changes relating to

the Group's capital, corporate and/or
listed structure; and

- oversight of the Group's ESG strategy.

In discharging its responsibilities the
Board is supported by management
and ensures a clear division of
responsibilities between the Chair,
the Chief Executive, the Senior
Independent Director and the
Non-Executive Directors.

The Board has delegated certain
responsibilities to its Committees

and, in compliance with the Code,

has established an Audit Committee,

a Nomination Committee and a
Remuneration Committee. A separate
Risk Committee has also been
established. The Terms of Reference for
each of the Board's Committees were
most recently updated and approved
on 2 December 2020 and are available
to view on the Company's website:
www.mandgplc.com/investors/
shareholder-information/corporate-
governance. The Committee Chairs are
responsible for reporting to the Board
on the Committees’ activities.

In addition, all Non-Executive Directors
are invited to attend all Committee
meetings, and papers of those meetings
are made available to them.
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Board composition

The Board is comprised of eight
Directors: a Non-Executive Chair,

two Executive Directors, a Senior
Independent Director and four Non-
Executive Directors, three of whom take
on a Committee Chair role. Currently,
Fiona Clutterbuck is Interim Chair as
Mike Evans is on a leave of absence
and Clare Thompson is Interim Senior
Independent Director as well as Audit
Committee Chair. The Board considers
all its Non-Executive Directors to be
independent and that it has complied
with the requirements of the Code in
relation to the balance of executive and
independent Non-Executive Directors
on the Board, and the composition

of the Company's Audit Committee,
Remuneration Committee and
Nomination Committee.

Schedule of Matters Reserved
for the Board and delegations

Matters and decisions that require Board
approval are set out in a formal Schedule
of Matters Reserved to the Board (last
reviewed and updated on 2 December
2020). This includes approval of the
Group's strategic aims, objectives

and purpose and the annual Group
financial budgets.

Other specific responsibilities are
delegated to Board Committees which
operate within clearly defined terms

of reference approved by the Board.
Day-to-day management of the business
of the Group is delegated to the Chief
Executive. Full details of the Schedule

of Matters Reserved for decision by the
Board and the responsibilities delegated
to the Board Committees can be found
under the Corporate Governance
section of the Group’s website.

The roles of the Chair and the
Chief Executive

The roles’of the Chair and the Chief
Executive are clearly segregated.

The division of responsibilities between
them is set out in writing and was
approved by the Board on 20 September
2019. The Chair leads the Board,
facilitating engagement at meetings by
drawing on members’ skills, experience
and knowledge, and is responsible

for the Board’s overall effectiveness
and oversight of the management of
the Company.

The Chief Executive is responsible for
the proposal and delivery of strategy,
the day-to-day management of the
Group and for ensuring information is
presented to the Board to enable it to
make decisions effectively.

Directors’ inductions,
training and development

All new Board members are provided
with a structured induction programme
on appointment which includes an
overview of all business areas within the
Group as well as key functions.

Regular updates are given at each
Board meeting on market and industry
activities and legal and regulatory
changes relevant to the business.

The Board holds an annual Strategy
Offsite, next scheduled for June 2021.

In 2020, dedicated Directors’ training
sessions included sessions on:

- Information technology systems,
frameworks and transformation

- Internal controls processes
and systems

- The Group’s Internal Model
(Solvency Il Interna! Model)

- Tax history of the Group
- Cyber security and crime

- ESG overview, with a focus
on climate change

For each year, the Board plans training
on a forward-looking basis, collecting
feedback from Non-Executive Directors
on topics of interest.

Board members receive formal papers a
week ahead of each Board or Committee
meeting, which enables them to make
informed decisions on the issues under
consideration. In addition to formal
Board meetings, the Chair maintains
regular contact throughout the year

with the Chief Executive, Chief Financial
Officer and Group Executive Committee
to discuss specific issues.

The Company Secretary acts as

an advisor to the Board on matters
concerning governance and ensures
compliance with Board procedures.

All Directors had access to the Company
Secretary’s advice during 2020.
Directors may also take independent

_ professional advice at the Company’s

expense if required. In the event that any
Director has concerns about the running
of the Company, or a proposed action
that cannot be resolved within the Board
forum, these may be reflected in the
Board minutes.



The Company Secretary circulates minutes of each Board meeting following the meeting for comment and approval to ensure an
accurate record is captured.

Tenure, election and re-appointment of Directors )
Directors are typically appointed by the Board and then put forward for election by shareholders at the subsequent AGM. i
Al Non-Executive Directors are appointed for initial terms of three years and may be terminated by either party upon six months’

written notice or by shareholder vote at the AGM. The Non-Executive Directors do not have any entitlement to compensation if
their office is terminated.

Full details of the remuneration of the Non-Executive Directors can be found on page 125 of this document in the Directors'
Remuneration Report. More information about the appointment process for Directors can be found on page 98 of this document
in the Nomination Committee Report.

Group Governance Framework
Forums and Documents .

The Group has established a Group Governance Framework (GGF) which comprises three parts: (i) the forums we use to
govern; (ii) how we make decisions and (jii) how we conduct ourselves. The forums and documents comprising the GGF are set
out below:

GGF Forum / Item . Key Documents
The forums we - The M&G plc Board and Committees - Listing Rules
use to govern - UK Corporate Governance Code

- Matters Reserved and Terms of Reference
- Division of Responsibilities

- Our Material Subsidiaries (PAC and MGG) - Supervisory Statement 5/16
and their Committees - see further in - Material Subsidiary Corporate -
paragraph below Governance Manual

- Terms of Reference and (for PAC) Management
Responsibility Map (MRM)

- Our other regulated and non- - Aligned Subsidiary processes delivered
regulated subsidiaries by Group Secretariat
- Terms of Reference and (for regulated
entities) MRMs
- Our Executive Committee and the - Executive Governance Manual
management committee structure - Terms of Reference
How we - Our approvals and decision- - Delegated Authorities (setting out M&G plc’s
make decisions making framework thresholds at which approvals can be given by
management or require Board input)
How we conduct " - Our Code of Conduct, employee policies - M&G plc Code of Conduct
ourselves and ways of working - M&G plc's internal policies

- Group Risk Framework

At the end of 2020, and following a full year operating as an independent Company, the Board determined that it would be
appropriate to examine the broader governance arrangements of the Group and its Material Subsidiaries and a review was
commenced in late 2020.

Subsidiaries

Independent Non-Executive Directors are appointed to the Boards of M&G plc’s Material Subsidiaries: M&G Group Limited (MGG)
and The Prudential Assurance Company Limited (PAC). Each of these entities has a Board of Directors led by an independent
chair and an audit committee and risk committee, comprised entirely of independent Non-Executive Directors. The PAC Board
also has a With-Profits Committee and an Independent Governance Committee, as required by regulation, which are also
comprised of independent Non-Executive Directors. Dialogue between the Board, Audit and Risk Committee Chairs at Group
level occurs on an ongoing basis with their counterparts in the Material Subsidiaries, to ensure an effective information flow

and escalation of issues. The Boards and Committees of the Material Subsidiaries are also committed to the highest standards

of governance and follow the Group's internal Policies, set out in a dedicated manual - the Material Subsidiary Corporate
Governance Manual, which covers appointment of Directors, annual evaluation, and standards and delivery of board materials.
The governance arrangements for the Material Subsidiaries are overseen by the Nomination Committee.
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Division of responsibilities and Boardroom practice continued
Governance structure

Executive Governance

The Group has established an Executive Governance framework comprising management committees aligned under the
members of the Group Executive Committee. The Executive Governance framework supports the Executive Committee
members and, as required, subsidiary boards within the Group, with specialist review and advice. The Executive Committee
oversees the Executive Governance framework and its processes are set out in a dedicated manual - the Executive
Governance Manual. .

Governance structure: roles and responsibilities
The diagram below sets out the roles and responsibilities of the Board members and the Company Secretary.
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Chair

leads the Board and is responsible
for its overall effectiveness in
oversight of the management of
the Company

sets the Board agenda which is
primarily focused on delivering the
Company's strategic objectives and
developments to its strategy

draws out knowledge and
experience from Non-
Executive Directors

shapes the culture in
the Boardroom

ensures that adequate time is
available for discussion of these
issues and that all Directors
contribute effectively

Chief Executive

leads the business, implements
strategy and chairs the

Executive Committee

responsible for all operational and
strategic management of the Group
ensures management fulfils its
obligations to the Board to provide
information in an accurate and
timely manner

manages the Group's risk profile
keeps the Chair informed of all
material issues

sets the vision for the Group's
culture, values and purpose

Senior Independent Director

works closely with the Chair,
acting as a sounding board and
providing support

acts as an intermediary for other
Directors as and when necessary

is available to shareholders and
other Non-Executive Directors to
address any concerns or issues
they feel have not been adequately
dealt with through the usual
channels of communication

with the Non-Executive Directors,
reviews the Chair's performance
and carries out succession
planning for the Chair’s role

attends sufficient meetings with
major shareholders to obtain a
balanced understanding of their
issues and concerns

Chief Financial Officer

reports directly to the
Chief Executive

has responsibility for the Finance
func_tibn and its operations

supports the Chief Executive in
all aspects of financial reporting,
investor engagement and
business planning

is a member of the Group
Executive Committee

Non-Executive Directors

- provide constructive challenge,
strategic guidance and specialist
advice to hold management
to account

- scrutinise and hold to account
the performance of management
and individual Executive Directors
against performance objectives

- sitonvarious committees to
provide challenge, guidance and
direction on specific areas, and
report back to the Board on these

The Board makes the Non-Executive
Directors collectively responsible

for engagement with the workforce.
The Board specifically tested this
through its Board evaluation and
determined that, given the pandemic
environment in 2020, engagement
with the workforce should remain

a priority for 2021. See page 96 for
more details.

Company Secretary

- supports the Chair and Chief
Executive in fulfilling their duties

- provides regular corporate
governance updates on topics
which may affect the Company or
the Board

- available to all Directors for advice
and support

- manages the Group’s Secretariat
function which provides
administrative and governance
support to the Board and
its Committees

- is a member of the Group
Executive Committee



Board Committees and Group Executive Committee

The Board has established an Audit Committee, a Nomination Committee, a Remuneration Committee and a Risk Committee.
These committees form the independent oversight element of the Group Governance Framework by the Non-Executive
Directors. The terms of reference for each of the Board’'s committees are documented formally, approved by the Board and

updated as necessary. Each Committee Chair provides regular reports to the Board on the matters covered at each Committee
meeting. Full details of each Committee's activities throughout the year are detailed on pages 98 to 111 in the Committee Reports.

The Executive Committee is established by the Chief Executive and reports to him.

Nomination Committee

overseeing the composition of the
Board and its Committees

assisted by Group HR, recruitment
of new Board members

succession planning for the Board
and its Committees

taking an active role, together with
HR and other management, with
respect to the Group's diversity and
inclusion strategy and associated
objectives, including monitoring of
their effectiveness

Remuneration Committee

establishing, approving and
maintaining the principles and
framework of the remuneration
policies of the Group and ensuring
compliance with those policies

determining the design,
implementation and operation of
remuneration arrangements for
the Chair, the Executive Directors,
members of senior management,
and certain other individuals
identified by relevant regulations

Audit Committee

- reviewing the effectiveness

of the Group’s system of
internal financial controls and
internal control systems and
whistleblowing procedures

reviewing the Group’s
financial statements,

related announcements and
other financial information
provided to shareholders and
other stakeholders

monitoring and reviewing internal
audit activities, reports and findings

receiving and reviewing
reports from the Company’s
external auditors

monitoring the effectiveness and
independence of the Company's
external auditors and making
recommendations to the Board
in respect of their remuneration,
appointment and dismissal

Risk Committee

- advising the Board on the
Company's emerging risks, risk
strategy, risk policies, risk appetite
and current risk exposures

- overseeing the implementation
and maintenance of the overall
Risk Management Framework
and systems

- overseeing the Company’s
procedures for detecting fraud,
preventing bribery and non-
compliance

- reviewing the Company’s risk
assessment processes and
capability to identify and manage
new risks

Executive Committee

The members of the Executive Committee are the Chief Executive, Chief
Financial Officer, Chief Risk and Resilience Officer, Chief Investment Officer,
Chief Operating Officer, Chief Customer and Distribution Officer, General
Counsel and Company Secretary, Chief International Officer, Chief Human
Resources Officer, and Director of Public Policy and Regulation.

This Committee is led by the Chief Executive and has responsibility for the
operational management of the business on a day-to-day basis.

The Committee leads on: the development and implementation of strategy,
operational plans, policies, procedures and budgets; prioritisation and
allocation of resources; and promotion of the Group's culture and values.

The Committee reviews all material or strategic matters being proposed to the
Board and approves certain levels of expenditure under the Group's delegated

authority framework.
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