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Performance highlights

Financial highlights

Adjusted operating profit before tax

£721m

(2020: £788m)

Total capital generation'

£1,822m

(2020: £995m)

Operating capital generation'
(2020: £1,312m) ~

KPM' -
Assets under management and administration

£370.0bn

(2020: £367.2bn)

KPM
IFRS profit after tax

£92m profit

(2020: £1,142m)

Shareholder Solvency |l coverage ratio"

218%

(2020:182%)

KPM
Net client flows (excluding Heritage)

£0.6bn inflow

(2020: £6.6bn outflow)

Key

Key Performance Measure (defined in glossary)

Alternative Performance Measure (defined in glossary)

m Linked to remuneration measures for Executive Directors

ESG highlights

REM

Female representation on the M&G plc
Executive Committee and direct reports

35%

(2020: 30%)

REM
Net Promoter Score (Retail and Savings)

+3

(2020: +9)

REM
Employee sustainable engagement score

5%

(2020: 80%)

Carbon disclosure rating"™

B

(2020: A-)

REM

Direct carbon emissions:
Scope 1and 2¥

1,/69tCOe

(2020:2,916 tCOze)

Adjusted operating profit before tax is profit before tax excluding
short-term fluctuations from investment returns, profit or loss on
disposal of business and corporate transactions, amortisation of
intangible assets, restructuring and other costs.

Total capital generation is the total change in Soivency il surplus
capital before dividends and capital movements. Operating capital
generation is the total capital generation before tax, adjusted to
exclude market movements relative to those expected under
long-term assumptions and to remove other non-operating items,
including shareholder restructuring and other costs.

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 our ring-fenced With-Profits Fund.

The Solvency |l 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.

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

When reporting totals, market-based emissions are used. Note that
the 2020 figure has been restated, see page 49 for details.
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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

Care
We act with care - treating customers,
clients and colleagues with the same level
of respect that 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 buift
on trust and we don't take that lightly.

We changed our management structure in

Our business

October 2021 to give clear ownership for the
end to end customer journey and associated
financial results. Our new operating segments,

Asset Management and Retail and Savings,
reflect this new management structure.
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£370.0bn

total assets under management
and administration
(2020: £367.2bn)

£156.7bn

third party assets managed
(2020: £144.4bn)

£168.6bn

Retail and Savings assets managed
by our Asset Management business
(2020: £140.0bn)

£42 5bn

assets not managed by our
Asset Management business
(2020: £81.6bn)

Read more in our business model pages 10-13
and business review pages 27-36

Retail and Savings

i Total AUMA includes £2.2bn (2020: £1.2bn) of
corporate assets not recognised within either
Asset Management or Retail and Savings.

recaptured from Prudential plc during 2021.

i Includes £12.9bn of Retail and Savings fund mandates

Image removed
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Our global reach
Markets globally
Offices worldwide

Continents

Who we serve

51m

Retail customers

OO0+

Institutional clients

Our brands

H Pru

part of M&G plc

Our long-term savings business
in the UK and Europe, founded in 1848.

] M&G wealth

Our new integrated wealth management
offering, launched in 2020.

O M&G

Investments

Our international asset manager,
established in 1931.

O M&G

Real Estate

Our global real estate business,
one of the world's largest commercial
property investors.

Elnfracupital

Invests in and builds essential
infrastructure that society needs.

Image removed
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Interim Chair’s statement

Welcome to our 2021 Annual Report

As Interim Chair of your Company | am pleased
to introduce our Annual Report and Accounts

Last year | wrote to you with optimism
and hope for 2021, after a difficult 2020
for so many people, and | am pleased
that it proved to be a much more
positive year, thanks to the dedication of
scientists, physicians and many others
to develop new vaccines and treatments
for COVID-18.

It has also been a positive year for

our business which has delivered on
demerger commitments while making
exciting progress in a number of areas,
both organically and through strategic
acquisition. Particular highlights for

me include our M&G Wealth business

in the UK, where we have added new
capabilities and customer choice
through partnerships with Moneyfarm
and Ignition, and added adviser scale
through the acquisition of Sandringham;
the launch of a smoothed savings
proposition in Europe and the excellent
performance of our institutional asset
management business, all of which point
to our success in shaping our business
to meet our customers' changing needs.

We have also made good progress in
sustainability, a key focus for 2021.

Our Catalyst strategy has already
committed over £1.2 billion to
sustainably-focused private assets, and
just after the financial year closed we
announced our plans to further bolster
our capacity in this area by acquiring

a controlling stake in responsADbility,

a leading player in impact investing,
based in Europe and specialising in
emerging markets.

While science - and some signs of
economic recovery — gave us many
reasons to be more optimistic in 2021,
life was still by no means back to

normal for most of us. Work, education,
healthcare and travel have been
disrupted, and aithough spending more
time at home can offer some benefits,
the pandemic has affected mental health
and well-being across society.

At times like this, | am very conscious
of the responsibility that a business like
M&G has to support our customers,
colleagues and wider society. | am
especially proud of how we have risen
to the challenge this year: from the
efforts of our customer service teams to
improve how we serve and protect the
vuinerable, to the work of our employee
affinity groups to provide support

and fellowship to other colleagues,

and of course our broader work in

the community.

The number of our colleagues
volunteering in their local communities
has almost doubled during 2021, and we
have donated £4.6 million in charitable
support. This included helping Habitat
for Humanity to build four new COVID-19
care centres in India, working with
Barnardo's in the UK to help young
people vulnerable to digital exclusion

to access remote learning, with devices
and Wi-Fi connectivity; and continuing
to support older people experiencing
major life events and changes through
our partnership with Age UK.

We have also, more recently, made an
emergency corporate donation to our
partners SOS Children's Villages and
Habitat for Humanity, and through the
British Red Cross to the Ukrainian Red
Cross Society. All three charities are
working to help Ukrainians with housing
and other humanitarian aid following the
Russian invasion. Our own colleagues

in Poland are also working with Habitat
with Humanity to support refugees
arriving from Ukraine.

| would like to thank colleagues, partners
and suppliers for serving and supporting
our customers, clients and communities
with such commitment throughout

the year, even while facing challenges

of their own. ’

“We have delivered
on our demerger
commitments while

making exciting progress
in @ number of areas,

both organically
and through

strategic acquisition.”

Fiona Clutterbuck
Interim Chair

Image removed
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“Thank you to

colleagues, partners and
suppliers for serving

and supporting our

customers, clients and

communities with
such commitment,
even while facing

challenges of their own.”

Fiona Clutterbuck
Interim Chair

However, | am acutely aware that

some of our customers in our Retail

and Savings business experienced
unacceptable levels of service during the
year. | would like to apologise sincerely,
on behalf of the Board, to all those
affected, and you can read about the
actions we are taking to restore service
levels in on page 59 of this report.

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 96.

Governance

In March 2021, we welcomed Clare
Chapman to the Board as Non-
Executive Director and Chair of the
Remuneration Committee, following
Robin Lawther’s decision to step down
due to other professional commitments.
In December, we were delighted to
announce that Dev Sanyal will be joining
the Board on 16 May 2022. Dev's in-
depth experience of sustainability and
finance from his 32-year career at BP

- where he led the company's entry into
solar and offshore wind power - and
from his current role as Chief Executive
Officer of VARO Energy Group AG, will
be invaluable to us as M&G continues

to embed sustainability in everything
we do.

There has also been a change to the
executive membership of the Board.

In September, Clare Bousfield stepped
down from the Board and her role

as Chief Financial Officer to become
Managing Director of our Retail and
Savings business. In January, we were
pleased to announce the appointment
of Kathryn McLeland as our new Chief
Financial Officer and an Executive
Director of the Board. Kathryn joins us
in May from Barclays plc, where she
has been Group Treasurer since 2018.
While we will still be working closely
with Clare in her important new role, on
behalf of the Board | would like to thank
her for her hard work and dedication as
an Executive Director over the last three
years, and in particular her contribution
to M&G's successful demerger and
listing in 2019.

Finally, while | am writing to you

as Interim Chair of M&G plc, having
reviewed and signed off our 2021
Annual Report and Accounts, we
recently announced Edward Braham
will become the new Chair of M&G plc
from 14 March 2022. We searched for
some time for the right Chair to succeed
Mike Evans, who stepped down for
health reasons last year, and were
delighted Edward was able to join

us in March. Edward brings vast
experience from his long career at
Freshfields Bruckhaus Deringer and

I am very much looking forward to
working with him as | return to my role
as Senior Independent Director on
the Board.

It has been a great privilege to serve
the Company as Interim Chair for much
of M&G plc’s first two years as an
independent business, and | would like
to thank my fellow Board members and
all colleagues for their support.

Dividend and capital return

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 2021, recognising

the importance of dividend income to
many long-term savers and investors
during the pandemic. Having paid an
Interim dividend in September 2021 of
6.1 pence per share, the Board proposes
a second interim dividend in respect of
2021 of 12.2 pence per share. Payable in
April 2022, this will maintain the total
ordinary dividend at the previous year’s
level. In addition, we have announced
our intention to return £500 million to
shareholders by way of a share buy-
back programme, which is expected

to start shortly and to complete within
12 months.

Thank you to all our shareholders,
customers, clients, colleagues and
partners for your support this year,
and best wishes to you all in 2022.

Fiona Clutterbuck
Interim Chair
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Chief Executive's statement

Message from John Foley

While the world is still far from normal, we've
remained focused on delivering our strategic
commitments to customers, clients and shareholders

It's safe to say that when we demerged
from Prudential plc in October 2019,
none of us anticipated that our first

two full years of life as an independent
company would take place in the
shadow of a global pandemic and more
recently, the tragedy of the Russian
invasion of Ukraine.

It is a testament to the resilience

of our business model and the
determination of our people that we
have nonetheless delivered another
robust performance, demonstrating
our consistent strength in capital
generation and increasing our
shareholder Solvency Il ratio.

We've delivered on our commitments
to shareholders at demerger, and are
now making good progress on some
of our newer commitments such as our
pivot to sustainability,and on

the recovery of our retail asset
management business.

Meeting our commitments

In 2019 we set ourselves ambitious
targets. The most significant of

these was a three-year total capital
generation target of £2.2 billion - which
we have achieved a year early with a
total of £2.8 billion generated since
January 2020.

We also promised shareholders a stable
or increasing dividend policy, and we
have kept that promise throughout the
pandemic. With the 2021 second interim
dividend of 12.2 pence per share, we
will have returned 52 pence per share to
shareholders in dividends since 2019.

Given the strength of our capital
position, and our confidence in the
capital generative nature of our
business, we are pleased to announce
our intention to return £500 million to
shareholders by way of a share buy-
back programme, which is expected
to start shortly and to complete within
12 months.

Together, the interim dividend

and share buy-back programme will
result in us returning a total of £1.8 billion
of capital generated to shareholders
since the establishment of M&G as

an independent listed company just
over two years ago, roughly equivalent
to 32% of the Company’s market
capitalisation at the time of demerger.

We are also continuing to modernise our
business, progressing with our five-year
plan to invest in customer experience,
scalability, efficiency and capability while
also delivering our shareholder annual
run rate cost savings of £145 million. | am
pleased to say we have also delivered
this savings target a year early.

However, in our legacy business the
complexity and scale of replacing old
systems mean some of our customers
received poor levels of service in
2021. We are sincerely sorry for their
experiences and we have made a
significant investment to get the
issues resolved.

Progress towards
sustainable growth

At the end of the year, our total assets
under management and administration
were £370.0 billion, a £2.8 billion
increase from 2020. While market
conditions have not always been easy
during 2021, we have taken every
opportunity to execute on our plan

to return to sustainable growth.

Institutional asset management

had an excellent year, with assets
under management up and net client
inflows of £5.8 billion, largely due to
growth in mandates from European
financial institutions.

“We have delivered
another robust
performance, which

is a testament to the

resilience of our
business model

and the determination

of our people.”

John Foley
Chief Executive

image removed

6 | M&G plc Annual Report and Accounts 2021




Image removed

|
Building and funding homes and communities

M&G finances homes of all kinds - from social housing

and shared ownership, to private rental developments and
sustainable houses. What they have in common is our belief in
creating good quality homes and strong communities. We think
giving people what they need from their homes now and in the
future makes sense for the environment, for our business, and
for our customers, who include millions of pensioners, savers
and Prudential policyholders.

With more than 20 years of experience in the sector, M&G is now
a leader in social housing lending, helping to tackle the shortage of
homes in the UK. M&G's social housing team recently financed
180 homes at The Mill near Cardiff city centre - let through a
combination of market rent and discounted or social rent.

The development has transformed a derelict piece of land -
where a former paper mill used to stand - to a sustainable,
residential neighbourhood. “We've worked hard to create a
sense of community, with a village centre, green space and
community facilities,” says David Ward - CEO of Tirion Homes,
the not-for-profit housing company that collaborated with
M&G on the project.

The development also includes several low carbon homes,

using technology such as solar panels, heat pumps and battery
and thermal storage. “"Having tested them out here, we're hoping
to build many more of these in the future,” David adds.

Building on our strong market
position in the UK to internationalise
this business has been, and remains,
a key strategic priority for us.

tn January 2022, we announced
plans to acquire a controlling stake in
responsAbility, a Swiss-based asset
manager that has been specialising in
emerging market impact investing for
two decades. We are seeing growing
demand for impact products from
clients and believe we have a great
opportunity to build on our existing
capability in this space.

Eighteen months ago we announced
a series of measures to improve
investment outcomes and offer
better value to our retail asset
management customers

and clients. We are seeing the
positive effects of these steps on
fund performance and flows, which
were much improved during the year,
with international wholesale business

returning to growth in the second half.

“We have launched
Future+, a new
smoothed savings
proposition similar
to PruFund, in
two European
wholesale markets.”

M&G Wealth

At a time of rising inflation and negative
real interest rates, many people are
increasingly concerned about financial
planning and need access to good
quality, affordable financial advice.

Eighteen months ago, we launched

M&G Wealth, a new wealth management
business to meet the rising demand for
investment advice and wealth solutions.
We continued to invest in this business,
with the completion of our acquisition
of Sandringham Financial Partners in

At home, net client outflows from
PruFund, our smoothed solution for
UK retail savers, were £1.4 billion, due
to competitive pressure and pandemic
related restrictions on face-to-face
advice. During the year, we launched
our new PruFund Planet proposition,
giving customers the opportunity to

January 2022, to accelerate the growth
of our advisory capability across the UK.

Sandringham brings more than

£2.5 billion of assets under advice

to M&G Wealth's existing advice,
platform and investment businesses,
and relationships with around 180 IFA
Partners acting on behalf of more than
10,000 individual clients.

access the same smoothed returns and
risk profile as PruFund with additional
positive environmental and societal
outcomes from their investment. We are
also delighted to have launched Future+,
a new smoothed savings proposition
similar to PruFund, in two European

wholesale markets.
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Chief Executive’s statement continued

While many customers still want in-
person investment advice, we cannot
ignore the rapid growth of digital
investment services, which now
account for almost one in five UK direct
customers. To capitalise on this growing
segment, we have launched a hybrid
advice proposition for our advised
customers with digital specialist
Ignition, and in January 2022 also
announced a new partnership

with digital investment specialist
Moneyfarm. This will provide
technology and guidance to support
the development of a new M&G Wealth
direct digital investment service, and
also potentially offer us opportunities
to enter the European direct investment
market. To complete our offering,

we have also acquired TCF Investment,
a provider of model portfolio services.

South Africa

During the year, we took advantage

of an opportunity to add to our 49.99%
stake in our South African associate,
Prudential Portfolio Managers South
Africa (PPMSA), to become majority
shareholders in the business, which in
November was rebranded M&G South
Africa. South Africa joins Paris, Chicago,
Singapore, London and shortly, Zurich,
as one of our global investment hubs,
and we look forward to the perspectives
and opportunities our colleagues there
will contribute, as we help them support
their clients with our global capabilities.
We are delighted to welcome the teams
in Johannesburg and Cape Town.

Continuing to embed
sustainability

Last year, we committed to embedding
sustainability across everything we do
in our business, to help us deliver better
long-term outcomes for our customers
and clients, and stronger more resilient
returns to shareholders.

In May 2021, we published our 10 point
Sustainability Plan, which sets out how
we intend to achieve this, covering
everything from our targets to be carbon
net zero by 2030 as a business and

by 2050 as an investor, to how we are
aligning our people behind our ambition.
You can read more about this on pages
38-43, along with details of our latest
climate-related disclosures on page 44.
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One of the stand-out achievements

in 2021 has been the growth in our
range of Planet+ sustainability-focused
investment products to 20 funds,
covering a wide variety of themes and
asset classes. Some of these are brand
new strategies, such as the M&G Better
Heaith Solutions Fund, while others
have been part of our major programme
to convert our SICAV fund range to
become SFDR Article 8 and 9-classified.

Another sustainability highlight has been
the first year of our Catalyst strategy,
which is investing up to £5 billion from
the With-Profits Fund into innovative
privately-owned businesses working

to create a more sustainable world.

By the end of 2021, Catalyst had
deployed over £651 million in
investments and committed a further
£633 million into sustainable solutions
such as carbon neutral transport,
recycled thermoplastics, and carbon
capture and storage.

Executive and
organisational changes

To position us for our next phase of
strategic delivery, we took the decision
in 2021 to restructure part of our
organisation, bringing the Heritage,
Wealth and other savings operations
together to form our Retail and Savings
business - a change you will see
reflected in our segmental reporting for
this year's financial results.

Clare Bousfield, our Chief Financial
Officer since 2018, has moved to a

new role as Managing Director of the
Retail and Savings business, while

Jack Daniels continues to lead our Asset
Management business. A new Chief
Financial Officer, Kathryn McLeland,

will join us from Barclays plc in May.

Following the sad and untimely death of
Roddy Thomson in the spring, we have
appointed Vanessa Murden to fill his
role as Chief Operating Officer, who will
join us from the Lioyds Banking Group
in May.

| look forward to welcoming Kathryn
and Vanessa, subject to regulatory
approval, and would like to record my
thanks to Clare for her great support to
me as Chief Financial Officer.

| am also delighted that Edward
Braham, formerly the senior partner
at Freshfields Bruckhaus Deringer,
has been appointed Chair of the
Board on 14 March 2022. | would like
to put on record my gratitude to Fiona
Clutterbuck who has ably served as
Interim Chair over the past 15 months
and now returns to her role as Senior
Independent Director.

Outlook

| am pleased with the momentum we
are seeing across our business towards
sustainable growth, but there is still

a considerable amount of work to do.

While we press ahead with exciting
digital investment and advice
opportunities, we know there is still
much more to do on modernising and
digitalising our legacy business.

There is also much more to do on
sustainability: navigating the complex
issues involved in finding the surest
path to net zero; improving the
sustainability reporting that gives our
customers confidence in our delivery;
and developing meaningful approaches
as an investor to global challenges

such as biodiversity, water security

and social inequality.

We have demonstrated exceptionally
disciplined capital management since
demerger, and we need to continue this.
Having already achieved our three-year
total cumulative capital generation
target of £2.2 billion to the end of 2022,
we are committed to meet a £2.5 billion
operating capital generation target by
the end of 2024. This comfortably covers
expected dividend costs, and will allow
us to continue to deploy capital to scale
our capabilities in growing markets with
resilient and attractive margins.

Thanks

I would like to thank the Board, the
executive team, and my colleagues

at M&G for their hard work and

support during what has been another
challenging year for so many, but also a
very rewarding one in terms of delivery
and forward momentum. | am confident
that these collective efforts will stand
us in excellent stead to continue to
deliver for our customers, clients and
shareholders in 2022.

John Foley
Chief Executive
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Investing for
customers

and clients...

by developing
innovative solutions
to help them save
for the lifestyle
they want.

“It's good to see so many
companies committing to
do something about climate
change. We're at a pivotal
moment, and | want to
move with the times -
and hopefully be rewarded
for investing early in
sustainable solutions.”

Sian Hodson Kilroy
M&G customer

Image removed

Helping our customers
toinvest fora
sustainable future

Surrey-based customer Sian Hodson
Kilroy, a 27-year-old sales co-ordinator,
started investing with M&G last year.
After the widespread switch to home
working in 2020, Sian chose to invest
the money she was saving on petrol

in a way that could help the planet -

by investing in the M&G Sustainable
Multi Asset Balanced Fund.

Sian grew up learning about the
threat of climate change at school
and university and is pleased to be
investing for her future in a way that
will help contribute to a better world.
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Our business model

What we do and how we do it

Our business model

Working together as an asset manager and an asset owner, we support
customers and clients along the savings and investments value chain
in a sustainable way.

Our new operating segments, Asset Management and Retail and Savings,
reflect this model.

NS

r )

Asset Management

“We aim to
deliver innovative
solutions to our
clients through
a high value,
active approach
to investing.”

Jonathan (Jack) Daniels
Managing Director,
Asset Management

£315m

Adjusted operating profit
before tax

£325.3bn

Assetsunder management
and administration

iIncludes internal AUMA
of £168.6bn

Image removed

What we do:

- We provide a range of investment solutions to retail and institutional
clients globally.

- Our solutions range from mutual funds to bespoke mandates,
spanning both public and private assets, with a strong focus
on sustainability.

How wedoit:

- Our approach toinvesting is active, thoughtful, long-term

and responsible.

We invest globally, deploying resources and expertise across

geographies to deliver superior outcomes to our customers.

- Inthe UK, we serve retail customers through independent financial
advisers and M&G Wealth.

- Internationally, we partner with local and global banks, often
co-designing investment propositions.

- We typically arrange mandates with institutional clients directly
or in cooperation with specialist consultants.

- We continually invest in technology to interact more easily and
effectively with our clients.

Retail and Savings

“We partner
with customers
to address their

investment
needs,
leveraging our
strong asset
management
capabilities.”

Clare Bousfield
Managing Director,
Retail and Savings

£660m

Adjusted operating profit
before tax

£211.1bn

Assets under management
and administration

Image removed

What we do:

- Our Wealth proposition offers advice, platform, and investment
services, including smoothed solutions backed by our leading
With-Profits Fund.

- Our Heritage business comprises annuities and traditional
with-profits policies. Although both products are closed to new
customers, they offer a source of dependable income and stable
capital investment.

How we doit:

- We offer advice and provide a digital platform to M&G Wealth
customers so they can make informed investment decisions
and manage their savings.

~ We deliver smoothed solutions across Wealth and Heritage,
powered by our £143 billion With-Profits Fund.

- We carefully manage investments to generate the regular income
we agreed to pay our Heritage annuity customers.

- We manage our operations efficiently to improve customer outcomes.

y N

Sustainability in everything we do

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 and the
environment. That's why we incorporate 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.

Read more about Sustainability at M&G

Pages 38-43
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What makes
us different

Strong business model

Being both asset manager and asset owner, we
have a deep understanding of the needs of retail
customers and institutional clients. Through this
understanding, we develop new propositions
by rapidly deploying seed capital from the asset
owner, aiming to generate superior returns
and build a track record to attract third party
assets. Combining the reach of the asset
manager and the asset owner, we can support
customers and clients through their entire
investments and savings journeys, both in the
UK and internationally.

High value

investment solutions

We look for the best investment
opportunities across a wide range of asset
classes, to address customers’ and clients’

needs. Our comprehensive range of differentiated
and high value investment solutions is available
to customers and clients through their preferred
channel, platform and tax wrapper.

Proven investment
capabilities
We are an international active asset manager,
with one of the largest private asset franchises
in Europe. Our scale and capabilities are
not easy to replicate and are well-suited to
capturing value in the premium segments of the
growing savings and investments market.

Strong distribution and
customer engagement

We have a multi-channel international distribution
network with a number of established brands,
including M&G Investments and Prudential UK
and Europe. Our products are currently being

sold in 28 markets from 25 locations. We provide
investment solutions through both direct and
intermediated channels in the UK. We also
benefit from a distribution network in Europe, and
leverage strategic partnerships with global and
local banks outside of Europe.

Our financial strength

We have a strong balance sheet
underpinned by a sound and resilient
shareholder Solvency |l ratio of 218% and
total capital generation of £1.8 billion in 2021.
One of our priorities is to preserve our financial
strength while delivering on the commitments
to all of our stakeholders.

The outcomes we aim to deliver
to our key stakeholders

Image removed

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

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.

Communities
and charities
Resilient, inclusive
communities where
people can live the
lives they want.

Image removed

More information on all our stakeholders

Pages 96-101
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. Our business model continued

How we create shareholder value

IFRS profit after tax

Profit after tax is a key performance measure as it demonstrates to our shareholders the financial performance of M&G plc
during the year on an IFRS basis. Adjusted operating profit before tax is also a key performance measure as it demonstrates
MR&G pic'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 26
IFRS profit drivers
Retail and Savings Corporate Centre
£660m £(254)m
T
£41m Adjusted operating Adjusting -
profit before tax items
£721m £(640)m
Heritage
£620m
Asset
Management
£315m
...................... Other
E(1)m Tax lFRant’;rrolg;

£11m £92m

Asset Management

This 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 wifl depend on the
type and size of customer or client, and the type
of assets being managed. Performance fees and
carried interest also contribute to revenues, but
tend to be more volatile in nature. In addition,
the Asset Management result includes
investment income realised on seed capital.
Adjusted operating profit before tax is the margin
remaining after deducting operating expenses
from revenue earned.

Retail and Savings - Wealth

Our Wealth business generates revenues

by charging fees on our advice platform and
investment solution services. Adjusted operating
profit before tax is the margin remaining

after deducting operating expenses from
revenue earned.

Our Wealth business also generates earnings
through our PruFund offering, which is powered
by our unique £143 billion With-Profits Fund.
Typically, we structure solutions on a 90:10 basis,
which means our customers receive 30% of the
total returns generated by the fund, with the
remaining 10% allocated to shareholders.

12 | M&G plc Annual Report and Accounts 2021

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.

Retail and Savings - Heritage

Our book of annuities is a business whereby our
customers have paid us a lump 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. Gains or losses

may also be generated by changes in asset
allocation or trading, and by other provision and
reserve movements.

The Heritage business also includes traditional
with-profits policies, which are closed to new
customers. We generate earnings in the same
way we do for PruFund in Wealth.

Retail and Savings - Other

Other includes profits and losses from service
entity functions and international operations.

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.

Adjusting items and tax

Two significant components are 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, this includes fair value movements on
instruments held today to hedge shareholder
transfers expected to emerge in the future.
Short term fluctuations are closely linked to our
hedging strategy and were significantly negative
in 2021, reflecting the reversal of gains seenin
2020, as equity markets improved and interest
rates rose.

The second key component is one-off M&G plc
restructuring and transformation costs.

Further detail on our adjusted operating
profit before tax methodology can be found
on page 202.




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 li regulations, before dividends and other capital
movements, such as corporate transactions. 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 26

Capital generation drivers

Retail and Savings

£1,080m

Wealth
£25m
Heritage
£1,505m

Asset

Management

£328m
Other
£(50)m

Non-operating items

£736m

£(291)m

Operating
capital generation

£1,1177m

Total capital
Tax generation

£(31)m £1,822m

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 generally reflects the movementin
regulatory capital requirements which is not
captured within adjusted operating profit.

Retail and Savings - Wealth

In our Wealth business, the key drivers of
operating capital generation for our advice
platform and investment solutions are the same
as those described for adjusted operating profit.
We usually expect differences in quantum to

be relatively small and relate to movement

in regulatory capital requirements and other
valuation differences.

For our PruFund product, as Solvency llis a
market-based framework, instead of recognising
profit towards the end of the contracts, the
future expected profit - which we refer to as

the present value of shareholder transfers ~
contributes to our available capital. We also 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
required by Solvency II. 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.

Retail and Savings - Heritage

The main value drivers of operating capital
generation for our book of annuities are the
same as adjusted operating profit, although the
calibration of the assumptions typically differs.
In normal circumstances, we don't expect the
capital requirements for the annuity business to
be used, so these are released as the business
runs off over time. As annuities are relatively
capital intensive, we generally expect operating
capital generation to be higher than adjusted
operating profit.

For the traditional with-profit policies, the key
component of operating capital generation is
the same as for PruFund in Wealth. The change
in capital requirements for these policies

is driven by the net of capital released as

the business matures, and changes in our
hedging programme.

Retail and Savings - Other

Drivers of capita! generation from Other are
similar to those described for adjusted operating
profit, Differences can arise in quantum due to
different valuation bases between Solvency i
and IFRS, as well as movements in regulatory
capital requirements.

Corporate Centre

The impact of our Head Office and debt interest
costs under Solvency |l 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.

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, as is the case in 2021.
This is mostly due to Solvency |l 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 Il basis and
therefore typically differs from IFRS tax.

M&G plc Annual Report and Accounts 2021 | 13
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Market and industry trends

Opportunities for growth

Macro trends drive changes in the markets in
which we operate, generating significant growth

opportunities for us

The market forces shaping the global savings and investments industry

Long-term structural changes are driving demand for active, high value savings and investments. The savings and investments
industry is large, with €25 trillion of assets in Europe alone. We expect this to increase in the coming years, driven by four
long-term economic and demographic trends:

Image removed

Image removed

Image removed

Image removed

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

us to live longer lives.

In the European Union, the
number of people aged

65 or over is expected to
increase by more than

40 million over the next

40 years, according to
Eurostat. That's a total of
around 150 million retirees,
equivalent to approximately
30% of the region's

total population.

Greater life expectancy
means that everyone has
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. As a result, more
countries are deferring the
statutory retirement age,
which in turn is leading to
awidening savings gap.

40m

In the European Union, the
number of people aged 65 or
over is expected to increase
by more than 40 million over
the next 40 years.

Source: European Commission

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 in the
longer term.

Trusted partners like M&G
can help people achieve
these goals and live the lives
that they want.

$33tn

The Wortd Economic Forum
estimates the gap between the
amount that people have saved
and the amount they actually
needinorder to maintain a
comfortable retirement will
grow to $33 trillion by 2050.

Cashyields

In Europe, there are over
€12 trillion of deposits
sitting idle in cash - some
£1.8 trillion, in the UK
alone. Household cash
savings increased since
the beginning of the
pandemic, as restrictions
on economic activity and
the high uncertainty about
the pandemic and future
economic prospects
strengthened the reasons
for people to save.

The yields on cash deposits
are typically low or negative
in real terms, due to the
effects of rising inflation.
This increases the need

for alternative investment
options for savers, which
combine the potential for
better returns than cash with
less risk than full exposure
to stock market volatility.

Our products are designed to
put savers' money to work.

€12tn

In Europe, there are over

€12 trillion of deposits sitting
idle in cash - some £1.8 trillion,
inthe UK alone.

Source: European Central Bank

Green economy

Sustainability has become
an imperative in the
savings and investments
industry. This isn't just

a market trend, it's the
right thing to do for

our planet and society.
Financial institutions play
a key role in supporting
economic growth while
reducing pressures on
the environment and
considering social and
governance aspects.

The transitionto a
greener economy needs
large amounts of capital.
This means growing
opportunities to investin
companies and projects
which will transform

our environment and
society for the better,
while also offering the
potential for sustainable
financial returns.

We offer a diverse range
of sustainable funds and
products to help people
manage and grow their
savings while making the
world a little better.

$19tn

Estimated ESG invested
assets by 2025.

Source: ESG and sustainable
investment outlook, Broadridge
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Asset Management

Alternative and private assets

In recent years the alternative investments industry, which
includes investments in private equity, private debt and
private real assets, has experienced significant growth

in the value of assets under management as a result of
strong net flows and increasing allocations by investors.

In the current low interest rate environment, institutional
investors continue to turn to alternatives to diversify their
strategies and generate greater returns for their portfolios
by capturing the illiquidity premium.

The value of global assets under management run by
alternative asset managers has grown from $7.3 trillion in
2015 to $10.7 trillion in 2020, and is expected to grow to
$17.2 trillion by 2025, according to Preqin. Private debt,
real estate and infrastructure, three key areas of focus

of our asset management business, are expected to see
continued growth over the same period.

+60%

Estimated growth in globat
alternatives and private AUMA
Source: Future of Alternatives
2025 report, Preqin

Sustainable investments

Environmental, social and governance (ESG) factors are
becoming some of the most important investment criteria
for both retail customers and institutional clients, leading
to a significant increase in demand for responsible and
sustainable investments. According to the latest estimates
from Broadridge, the ESG assets could grow globally from
$7.8 trillion at end-September 2021 to $19 trillion by 2025.

Sustainable investments already account for a

dominant share of funds net inflows, especially in

Europe, where net inflows in ESG labelled funds outpaced
net flows in non-ESG funds among actively managed
strategies in 2021. This trend is expected to further
strengthen given the growing influence of regulation in
the region, such as the Sustainable Finance Disclosure
Regulation (SFDR).

Otn

Estil d ESG labelled funds
net new flows by 2030
Source: ESG and sustainable
investment outlook, Broadridge

Retail and Savings

Investments platforms

In recent years, investor demand in the UK has evolved
towards more customised and holistic solutions across a
broader product set to accommodate specific objectives
and constraints. This trend has been further accelerated by
the social distancing rules and remote working conditions
introduced during the pandemic.

This requires wealth managers to move beyond
constructing generic portfolios comprising traditional
packaged products into greater customisation, using
technology-driven distribution platforms to deliver their
enhanced propositions. The platform market in the UK
reached AUMA of £683 billion at end-June 2021, up 22%
from the same period in the previous year, while net inflows
grew by 40% to £15.5 billion, according to Langcat.

£683bn

UK platform market size
atend-June 2021
Source: Market Insight, Langcat

Financial advice

The pandemic has impacted household finances in two
ways. On one hand, it has increased the number of people
with low financial resilience by 3.5 million, according to
the FCA statistics, but at the same time created 6 million
‘accidental savers' according to a report by financial
consultancy LCP. In addition to this, the disruption caused
by changing taxes and allowances has created a very
complex path for individuals to navigate, driving increased
need for advice.

This is against a backdrop of UK Pension Freedoms, which
had already created an increased choice and flexibility for
individuals to manage their long-term savings. As a result,
in 2021, the number of active clients seeking financial

advice in the UK saw a renewed boost, after a tepid 2020.

+65%

Number of active clients seeking
tinancial advicein 2021 vs. 2020
Source: NextWealth, Financial Advice
Business Benchmarks 2021
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Building for

long-term growth...

by investing in technologies
and capabilities.

Image removed

Helping our customers to bridge the financial advice gap

In December 2021, M&G Wealth
launched MAP, a new low-cost hybrid
advice service to support customers
at retirement. Advice is still provided
by a human adviser but underpinned
by the digital automation of the
reporting, information gathering and
regulatory processes. This pioneering
blend of digital technology and human
advice allows us to deliver outcomes
much more efficiently, giving UK
customers access to financial advice
in an understandable, affordable and
sustainable way.

16 | M&G plic Annual Report and Accounts 2021

We're also developing the financial
advisers of the future at the M&G
Wealth Advice Academy. Launched in
September 2021, the Academy offers
candidates a structured training and
development programme that gives
trainees the relevant knowledge,
skills and behaviours needed to
become a successful adviser, creating
opportunities for more people to get
the advice they need.

“Our whole focus
in M&G Wealth
is to enable our

customers to have

the best possible
financial futures by
building a planet
friendly advice
service which is
accessible to and
inclusive for all.”

Richard Caldicott
Deputy CEO, M&G Wealth Advice




Our strategy

Focusing on sustainable growth

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

investment business

Our growth strategy is to leverage our
complementary capabilities as an asset
manager and an asset owner, capitalising
on long-term economic trends, to
deliver superior outcomes for customers
and clients. At the same time, we are
continuing on the journey to pivot 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.

The execution of our strategy is

based on our key strategic priorities,
underpinned by the One M&G strategic
priority, which expresses our alignment
to a single purpose, driving our values
of care and integrity and our focus

on sustainability.

These strategic priorities cover our

four growth markets of the UK, Europe,
other International markets in Asia,

the US and Africa, and Institutional
Asset Management. They also include
our Heritage business, a portfolio of
annuities and traditional with-profits
policies that are closed to new business.

We also have our Active Capital
Management and Operational Efficiency
strategic priority. The primary focus of
our capital management framework

is to maintain financial strength and
reward shareholders with attractive
returns. This is achieved through actively
managing M&G plc's solvency position
and the quality of capital held.

Qur strategic priorities provide an
important framework for reporting
progress against our ambitions,
which is communicated to the

Board on a quarterly basis via a set

of key performance indicators and
accompanying narrative to describe
major initiatives supporting execution.

We have made good progress against
our strategic priorities in 2021.

We continue to realise the benefit of
collaboration across the business as
One M&G, launching new investment
strategies at scale with seed capital from
the With-Profits Fund, and reaching new
milestones in our ambition to embed
sustainability in everything we do.

Our institutional business has had
another successful year with strong net
client inflows, while in Europe and our
other international markets flows from
distribution through wholesale partners
returned to a net positive position in the
second half of 2021.

In the UK, we have focused on the
development of M&G Wealth, acquiring
adviser firm Sandringham and launching
a hybrid-advice service through our
partnership with Ignition.

More recently, we announced in
January 2022 the acquisition of
responsAbility, a leading impact
investor with expertise in institutional
private assets, emerging markets and
sustainability; and a new partnership
between M&G Wealth and Moneyfarm,
to launch a direct investment service for
UK consumers. Both of these initiatives
support our strategy, bringing new
capabilities to our business. To complete
our offering, we have also acquired

TCF Investment, a provider of model
portfolio services.

More on Active Capital Management
and Operational Efficiency
Page 31

Our strategic priorities

\ International

Protect
Heritage

One M&G

9 )
os/'a . - 6\30
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~' Europe

Revitalise

Institutional
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Delivering on our strategy

Strategy at a glance

| Our strategic priorities

Description

One M&G

Operating segments:
AM R&S

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

- Foster the cuiture of One M&G
- Promote diversity and inclusion

- Achieve our net zero carbon emissions goals
for our business by 2030 at latest, and by 2050
for our investment portfolio

Revitalise UK

Operating segments:
AM R&S

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

- Develop and grow M&G Wealth
~ Rejuvenate our retail asset management business
- Create sustainable with-profits investments

Expand Institutional

Operating segment:
AM

Broaden our capabilities and internationalise

- Leverage relationships with global pension clients

- Continue to build pipeline of innovative client solutions
- Grow private assets

Grow Europe

Operating segments:
AM R&S

Build on the success of our trusted partner approach
and strong brand

- Restore our retail asset management fund performance
- Enhance investment solutions
- Bring smoothed solutions to European clients

Build International

Operating segment:
AM

Focused expansion in Asia, the Americas and Africa

- Develop Asia distribution presence and local asset
management capabilities

- Build out distribution in the Americas
- Embed and nurture acquired Africa operations

Protect Heritage

Operating segment:
R&S
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Improve customer outcomes and increase resilience
- Protect and increase resilience
- Deliver improved customer service outcomes



Our operating segments

AM Asset Management R&S Retail and Savings

Performance Highlights

5%

Employee sustainable
engagement score
(2020: 80%)

35%

Female representation among
the executive committee and
their direct reports

(2020: 30%)

1,769 tCO.e

Direct carbon emissions:
Scope 1and 2'
(2020: 2,916 tCO,€)

We have continued to focus on making progress towards
our diversity and inclusion goals and sustainability targets,
with improvements in both female representation and direct
carbon emissions, respectively. Sustainable Engagement
was again positive at 75%, albeit lower than the 2020
outcome. The continued impact of organisational and
transformational change on the workforce was a key factor
in 2021 results, as was our approach to both the COVID-19
pandemic and future ways of working.

i When reporting totals, market-based emissions are used. Note that the 2020 figure has been restated, see page 49 for details.

Wealth and UK Asset Management

£104bn £3.9bn

AUMA Net client outfiow
(2020: £102bn) (2020: £1.7bn outflow)

Our UK retail asset management business is beginning to see
the benefits of our strategic focus and continued investment,
with net client outflows reducing in the second half of 2021
following improvements in performance, the launch of new
fund strategies and the pricing changes across the fund range.
Sales of our flagship PruFund proposition remained subdued
in 2021 as a result of pandemic related restrictions on face-to-
face advice and other changes in market dynamics.

Institutional Asset Management

£103bn £5.8bn

AUMA Net client inflow
'(2020: £86bn AUMA) (2020: £5.1bn inflow)

The institutional business has enjoyed another successful
year, with net client inflows totalling over £5 billion, and
assets under management increasing to £103 billion.

This reflects our proven long-term trusted partner model,
together with new client wins after investment in expertise
to serve European insurers and entry into the German
spezialfonds market.

European Retail Asset Management and Savings

£37bn £0.8bn

AUMA Net client outflow
(2020: £37bn) {2020: £8.5bn outflow)

European wholesale asset management flows have seen a
significant improvement, with net client flows turning positive
again in the second haif of 2021 after significant outflows in
recent prior periods. This improvement is related to the focus on
improving investment performance, the development and launch
of in demand investment strategies, and proactive steps to deliver
investment propositions with more sustainable outcomes.

Retail Asset Management in Asia, the Americas and Africa

£5bn £0.5bn

AUMA Net client outfiow
(2020: £4bn) . (2020: £0.8bn outflow)

Our International retail business has benefited from the full
inclusion of our Africa operations for the first time, after

we secured a controlling stake in 2021. Flows also reflect
continued progress in building out our wholesale distribution
through the extension to the region of relationships with our
global bank partners.

3.7/1,000 +1

Heritage Complaints Ratio (12-month Heritage Net
rolling basis) Promoter Score
(2020:2.8/1,000) (2020: +8)

The key performance metrics for our in-force annuity and
traditional with-profits portfolios deteriorated through

2021, as a result of service level disruption from operational
changes to modernise the business, which were exacerbated
by lockdown restrictions. We have implemented a plan to
return service levels to those expected by our customers,
and new complaint volumes are now starting to fall.
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Delivering on our strategy continued

Our strategic priorities
1. One M&G
2. Revitalise UK

3. Expand Institutional

4. Grow Europe

5. Build International

6. Protect Heritage

7. Active Capital Management and
Operational Efficiency

More on Active Capital Management
and Operational Efficiency
Page 31

Image removed
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January to March

Image removed

Catalyst

5 J Welaunched Catalyst, a global

OO\ With-Profits
" Fund performance

In February 2021, as part of

our annual bonus declaration,

our With-Profits Fund announced

a positive return of 1.7% for 2020,

a year of highly unusual movements
in investment markets, compared
to a negative return of 11.5% for the
FTSE100 index. This underlines
the benefit to policyholders of the
fund's smoothing approach and

its globally-diversified multi-asset
portfolio, which aim to reduce the
impact of volatile markets and
deliver more dependable returns
over time.

M&G South Africa

" acquisition

We agreed to acquire a further
0.13% of the share capital of PPMSA
to secure a controlling stake in
the company. With assets under
management at acquisition of

~ £12 billion, and operations in South
Africa and Namibia, this represents
a fifth investment hub for M&G
alongside the UK, Europe, Asia and
North America. Following completion
of the acquisition in July, the
business has been rebranded
M&G South Africa. We expect that
the emerging markets expertise
offered by the business will drive
benefits across M&G plc through
increased collaboration.

investment team with a £5 billion
mandate from the Prudential With-
Profits Fund to invest in innovative
early stage private companies

which are working to create a

more sustainable future. At the

end of 2021, Catalyst had deployed
£651 million of capital, with a further
£633 million committed. Over time,
building a strong track record

will enable us to offer external
clients access to this flexible,
sustainably-focused strategy and its
investments in sectors such as clean
transport and carbon capture.

£651Im

of capital deployed by the Catatyst team

Image removed




Launch of sustainable funds

A J Inline with our 10 point sustainability

4

April to June

Image removed

Sustainability plan

' In our first Sustainability Report

as an independent company, we
communicated our 10 point plan to

plan, we continue to evolve our
investment strategies to deliver more
sustainable outcomes. In June, we
announced the addition of a sustainable
objective for the M&G Global Select and
M&G Pan European Select strategies,
in line with the Paris Agreement

goals on climate change, and the

SICAV classification requirements of
SFDR Article 9 (the highest available
sustainability classification for European
funds). We also launched the equity
impact fund, Better Health Solutions
Fund, which will invest in both better
healthcare and better well-being, such

as improved lifestyle, hygiene and safety.
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This focus on developing in-demand

long- lien i r X X L
address long-term challenges facing ou strategies, and improving investment

business and wider society. This plan

performance, contributed to a return to
positive net client inflows for retail funds
in Europe and Asia in the second half

of the year.

outlines the steps that we've committed
to undertake by putting sustainability

at the heart of everything we do: as an
investor, employer and business partner
and as a company run in the long-term
interests of our shareholders. As an
asset manager and an asset owner we
can both help our customers to invest
sustainably, and channel capital to
sustainable investment.

“As a global investor,
we are playing a part
in finding solutions
to some of the most
challenging issues
facing the world
and humankind.”

John Foley
Chief Executive

Image removed
Image removed

Scaling international

¢ O J we completed the repatriation of North

American and Asian assets from our
former parent Prudential plc, onboarding
investment mandates from the life fund
with a total value of £25 billion.

Digital advice

We appointed Ignition Advice to work
with us to develop a new low-cost
hybrid digital offering for UK customers.
The proposition aims to reduce the time
and cost to deliver advice, leading to
improved outcomes for those seeking
to invest or retire with smaller sums

of money, who often find it difficult to
access traditional sources of financial
advice. Thisis in line with M&G Wealth’s
focus on delivering a first-class,
digital-led and inclusive experience

. for our customers, while still retaining
the benefits of human relationships.
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Delivering on our strategy continued

- ) PruFund
We launched PruFund Planet, a people
' and planet focused version of PruFund,
the smoothed investment solution for
Our strategic priorities UK retail investors. The range of five

funds offers positive environmental

1. One M&G July to September and societal investment outcomes,
2. Revitalise UK and has been developed through an
3. Expand Institutional initial allocation of £500 million from the

With-Profits Fund, further demonstrating
how seed capital can be deployed to

4. Grow Europe

5. Build International accelerate development of new innovative
6. Protect Heritage investment strategies for the benefit of
- our customers.

7. Active Capital Management and

Operational Efficiency Image removed i : 5 O O m

Initial allocation from the With-Profits Fund
to develop PruFund Planet

équity asset management

We appointed Fabiana Fedeli as Chief
Investment Officer, Equities, continuing
our commitment to revitalise our active
investment capabilities. Her investment
experience includes the integration

of sustainability and impact into
investment processes while Global
Head of Fundamental Equities at Robeco
Asset Management. This experience
will be invaluable in supporting our
focus on developing more consistent
investment performance and launching
new strategies to meet evolving
customer needs, such as the demand
for thematics and sustainability funds.

Financial advice

In August, we announced the planned
acquisition of Sandringham, a provider
of independent financial advice with
around 180 advisers and £2.5 billion

of assets under advice for over 10,000
customers. This brings scale and
expertise to the business, in line with
our ambition to grow adviser numbers
and build advisory capability across the
UK. In September, we welcomed our
firstintake to our M&G Wealth Adviser
Academy, which was announced in
Image removed February, providing candidates with a
structured training and development
programme, and M&G with a new source
of growth in adviser numbers.

£2.5bn

of assets under advice brought
by Sandringham
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4

October to December

Image removed

Image removed

5

Smoothed proposition

in Europe

We have completed the final regulatory
step to allow us to offer a smoothed
retail investment product into our
European markets, modelled on our
popular PruFund proposition in the
UK. We anticipate strong demand
from cautious customers looking
for alternatives to low-yielding cash
and equivalents.

Asia
% e I Asia experienced another year of

progress, with institutional mandates

contributing net client inflows of

£0.6 billion. This included £1.4 billion
of new equity mandates, a successful

Institutional asset management

Our institutional asset management
business recorded net client inflows of
£2.2 billion in the fourth quarter, extending
the recent positive momentum in
performance and sales that has driven net
inflows of £5.8 billion in the year overall.
The business continued to benefit from

its proven trusted partnership approach,
but has also seen good progress in its
strategy to enter new segments with new
client wins in the German Spezialfonds
market, and with insurance clients as we
have developed expertise in this area.
Within private assets, we have deployed
capital of more than £11.5 billion in 2021

on behalf of our institutional clients,
demonstrating our strong market position.

Image removed

Pivot to sustainable investing
O Q
()

In October, we launched two new

sustainable credit funds, which share the
investment philosophy of the €3.3 billion

European Credit Investment Fund and
the €2.5 billion Total Return Credit
Investment Fund, with sustainability
factors at the core of their investment

process. The new funds will be classified

as Article 8 under SFDR, and their
launch adds to our growing range of
innovative sustainable funds, in line

fundraising for the Asia Property
Fund, and the securing of our first
discretionary investment management
client in Japan.

£1.4bn

of new equity mandates

with the execution of our 10 point
sustainability plan.
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Delivering on our strategy continued

Our focus for 2022

Our operating segments

AM Asset Management R&S Retail and Savings

| Our strategic priorities

Focus for 2022 -

One M&G

Operating segments:
AM R&S

- Implement steps to deliver our 10 point sustainability plan

- Continue the material transition of existing European funds to EU
Article 8/9 standards on sustainable investing

- Complete and embed our acquisition of responsAbility

- Build our reputation as a champion of diversity and inclusion,
and use our influence to encourage other companies
to deliver improvements

- Continue to strengthen our culture and respond to
colleague feedback

Revitalise UK

Operating segments:
AM R&S

- Re-establish activity levels with advisers following COVID-19, improve
service levels and extend PruFund Planet to ISAs and bonds

Roll-out of M&G Wealth hybrid digital advice service, and develop
model portfolios following acquisition of TCF

- Complete and embed our acquisition of Sandringham

- Work to launch direct consumer investment service in partnership
with Moneyfarm

Expand Institutional

Operating segment:
AM

- Focus on investment innovation and development of non-core
strategies to capture new opportunities for growth

Build origination capabilities in key target markets outside UK to
support growth

- Develop institutional distribution expertise to sell wider range of
existing capabilities

Grow Europe

Operating segments:
AM R8S

- Continue to focus on increasing distribution capacity in Europe,
serving large distribution partners

- Continue to expand our sustainability offering and thematic equities
- Launch and roil-out smoothed solutions proposition

Build International

Operating segment:
AM

- Continue to build reach in Asia through institutional relationships,
increased distribution capacity and new licences to open up new
market opportunities

- Leverage third party distribution relationships in the US; continue to
integrate Africa business and enhance collaboration

Protect Heritage

Operating segment:
R&S

Principal Risk Exposure

- Maintain focus on improving the quality of customer service, to
address the decline in customer net promoter score and higher level
of customer complaints during 2021

Continue to migrate customers to our enhanced policy platforms

We have identified 12 Principal Risks, which are explained in more detail in our Risk Management section on pages 72 to 78.

Our strategic priorities are exposed to some or all of these risks as follows:

- One M&G: Sustainability and ESG, Operational, Change, People, Regulatory compliance and Reputational risk.

- Revitalise UK, Expand Institutional, Grow Europe and Build international: Business environment and market forces,
Sustainability and ESG, Investment performance and risk, Credit, Market, Corporate liquidity, Operational, Change, People,
Regulatory compliance and Reputational risk.

- Protect Heritage: Business environment and market forces, Sustainability and ESG, Investment performance and risk, Credit,
Market, Corporate liquidity, Longevity, Operational, Change, People, Regulatory compliance and Reputational risk.
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Shaping a

sustainable

future...

Image removed

by helping to tackle
social and environmental

challenges.

EnergyNest

In April 2021, Infracapital committed to
invest €110 million in EnergyNest, the
Norway-based global market leader

in thermal batteries.

Decarbonising industrial processes
which generate excess heat remains
one of the major challenges in the
global fight against climate change
- and the electrification of industrial
heat is emerging as a significant
decarbonisation opportunity.

Through its innovative ThermalBattery™
energy storage solutions, EnergyNest
enables the transfer of industrial

waste heat into electricity and the

use of renewable power in industrial
heat processes.

EnergyNest's ThermalBattery™

(seen above) is made from abundant,
recyclable and non-hazardous materials.
It has a low carbon footprint, a lifespan of
30-50 years and very low energy losses.

“We're delighted to play arole in
providing a solution to store and
decarbonise energy while seeking to
create long-term value for investors,”
says Andy Matthews, Head of Greenfield
at Infracapital.

This investment will accelerate
EnergyNest's international growth plans
to deliver CO, and energy cost savings
to even more industrial customers, and
will also help us make progress towards
our target of net zero carbon emissions
across our investments by 2050.

€110m

Infracapital committed to invest
€110 million in EnergyNest,
the Norway-based global market
Iegder in thermal batteries
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Our key performance measures

Performance highlights

These key performance measures are the most relevant
financial indicators used to manage performance

Adjusted operating
profit before tax

Total capital
generation

IFRS profit
after tax

Operating capital
generation

£721m

(2020: £788m)

£1,822m

(2020: £995m)

£92m

(2020: £1,142m)

£1,117/m

(2020: £1,312m)

KPM  APM

KPM

KPM

KPM

Definition

The purpose of adjusted operating
profit before tax is to demonstrate
M&G plc’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.

Definition

The leve! 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.
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.

Definition

Profit after tax demonstrates to
our shareholders the financial
performance of M&G plc during
the year on an IFRS basis.

Definition

Operating capital generation
represents the longer-term
components of the movements in
M&G plc's surplus capital, as itis
less affected by short-term market
volatility and non-recurring items
than total capital generation.

Performance in 2021

Our adjusted operating profit
before tax of £721 million

(2020: £788 million) decreased 9%
driven mainly by lower benefit from
changes to longevity assumptions
in 2021.

For further information on
adjusting items see Note
3 Segmental Analysis

to the consolidated
financial statements.

Net client flows
(excluding Heritage)

Performancein 2021

Total capital generation was
£1,822 miltion (2020: £995 million)
reflecting positive market
movements over the yearas a
result of improved equity market
conditions and increased yields.

Shareholder
Solvency Il
coverage ratio

Performance in 2021

IFRS profit after tax attributable
to equity holders decreased to
£92 million (2020: £1,142 million)
as market conditions have led to
unrealised losses on derivative
contracts held to protect the
Solvency |l balance sheet,
reversing the unrealised gains
seen on these derivatives in 2020,
partly offset by the corresponding
reduction in tax.

Assets under
management and
administration

Performance in 2021

Operating capital generation fell
during 2021 by 15%, driven mainly
by lower expected returns on
surplus annuity assets, higher new
business strain due to a change

in hedging strategy, and a iower
benefit from assumption changes.

Dividend per share
(ordinary)

£0.6bn inflow

(2020: £6.6bn outflow)

218%

(2020: 182%)

£370.0bn

(2020: £367.2bn)

18.3p

(2020: 18.2p)

KPM

KPM  APM

KPM

KPM

Definition

Net client flows indicate how
our business grows and how
successful it is at retaining
and attracting new customers
and clients.

Definition

The purpose of the shareholder
view of the Solvency |l coverage
ratio is to provide what we believe
is a more relevant reflection of our
capital strength than is provided
by the regulatory Solvency Il
coverage ratio.

Definition

AUMA is a key indicator of

the scale of the business and
demonstrates our potential
earnings from investment return
and fee income.

Definition

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

Performance in 2021

Net client flows saw a significant
improvement in 2021, with a
£0.6 billion inflow compared to

a £6.6 billion outflow in 2020
which saw the peak in outflows
experienced at the height of the
COVID-18 pandemic.

Key

Performance in 2021

The resilience of our capital
position has been demonstrated
over the period, with our
shareholder Solvency |l coverage
ratio increasing by 36% to 218%
at 31 December 2021, after paying
dividends of £466 million.

Performance in 2021

AUMA increased £2.8 billion on
2020 with positive market and
other movements offsetting the
£9.6 billion transfer to Rothesay
Life PLC.

KPM Key Performance Measure

APM Alternative Performance Measure
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Performance in 2021

Having paid an Interim dividend in
September 2021 of 6.1 pence per
share, the Board has agreed to pay
a second interim dividend of 12.2
pence per share on 28 April 2022.



Business and financial review

Our financial performance

Strong capital generation and diversified sources of

earnings provide a solid base for our strategic priorities

Our results for 2021 demonstrate our
consistent strength in proactively

and efficiently managing our balance
sheet, with total capital generation

of £1,822 million (2020: £995 million).
This strong performance has resulted

in the achievement of our total capital
generation target of £2.2 billion by the
end of 2022, a year earlier than planned.
The increase in total capital generation
has led to an increase in our shareholder
Solvency |l coverage ratio to 218%
(2020: 182%) after paying dividends

of £466 million, with other capital
movements providing a net benefit of
£32 million in the year.

We have also announced a new target
to deliver £2.5 billion of cumulative
operating capital generation by 2024.

Adjusted operating profit before tax

of £721 million (2020: £788 million)
demonstrates the benefits from our
diversified sources of earnings, resulting
from being an asset manager and an
asset owner against the backdrop of an
increasingly competitive environment.

Total AUMA increased to £370.0 billion
(2020: £367.2 billion) with positive
market and other movements
offsetting the £9.6 billion transfer to
Rothesay Life PLC. We returned to
net client inflows (excluding Heritage)
of £0.6 billion compared to net client
outflows (excluding Heritage) of

£6.6 billion in 2020. The main driver
of the improvement being £2.0 billion
of net client inflows in our Asset
Management business in the year,

a significant increase on 2020 which
saw a £6.8 billion net client outflow.

We have surpassed our £145 million
target by achieving £167 million of annual
run-rate shareholder cost savings

at the end of the year, delivering one
year early against our commitment to
deliver by the end of 2022 through our
five-year merger and transformation
programme. Since 2017 when we made
the commitment we have continued

to carefully balance additional savings
potential with the associated investment
to achieve, recognising the changes in
the dynamics of the business.

Adjusted operating profit before tax

The following table shows adjusted operating profit before tax split by segment and source of earnings:

As a consequence, we have invested
further in the business beyond the
original scope of the merger and
transformation programme, resulting
in the over-achievement of the target
one year earlier than anticipated.

The shareholder investment over four
years has been £385 million against

an expected initial investment of
approximately £250 million, driven by
the incremental cost saving initiatives
identified, and reflecting both additional
projects and some unanticipated costs
of delivering the original merger and
transformation programme. We will
remain focused on driving operational
efficiencies across the business as

we continue to deliver against our
strategic priorities.

As described in the Our business
model section, following a change in
management structure our operating
segments have been revised in the year
to “Asset Management” and “Retail

and Savings”.

Paul Cooper
Interim Chief Financial Officer

For the year ended
31 December
£m 2021 2020
Core Asset Management 277 283
Performance fees (including carried interest) and investment income 38 47
Asset Management 315 330
Wealth 41 (11
Heritage 620 699
Other (1) 13
Retail and Savings 660 701
Corporate Centre (254) (243)
Adjusted operating profit before tax 721 788

Adjusted operating profit before tax
was £721 million for the year ended
31 December 2021(2020: £788 miillion).

In Asset Management, revenue and
operating expenses have remained
relatively stable, and the reductionin
adjusted operating profit to £315 million
(2020: £330 million) is mainly driven

by lower performance fees and

carried interest.

In Retail and Savings, the total with-
profits shareholder transfer net of
hedging and other gains/losses has
increased by £47 million to £268 million,
primarily as a result of improved

market conditions leading to positive
unit price adjustments being made

to PruFund and higher outflows from
Retirement Account.

However, this has been offset by a
lower benefit from longevity assumption
changes on annuities leading to a )
reduction in Retail and Savings adjusted
operating profit to £660 million

(2020: £701 million). Head office costs
of £95 million (2020: £101 million)

have remained broadly stable and

the movement in Corporate Centre

is largely driven by adverse foreign
exchange movements on the USD
subordinated debt.
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Business and financial review continued

Adjusted operating profit before tax to IFRS profit after tax

The following table shows a reconciliation of adjusted operating profit before tax to [FRS profit after tax:

For the year ended
31December
£m 2021 2020
Total fee-based revenues 1,254 1,220
Annuity margin 369 438
With-profit shareholder transfer net of hedging and other gains/losses 268 221
Adjusted operatingincome 1,891 1,879
Adjusted operating expenses (1,063) (1,020)
Other shareholder loss (101) (77)
Share of profit from joint ventures and associates 6 10
Adjusted operating profit attributable to non-controlling interests {12) (4)
Adjusted operating profit before tax 721 788
Short-term fluctuations in investment returns (537) 678
Profit/(loss) on corporate transactions 35 -
Restructuring and other costs (146) (73)
Amortisation of intangibles acquired in business combinations (4) -
IFRS profit attributable to non-controlling interests 12 4
IFRS profit before tax attributable to equity holders 81 1,397
Tax credit/(charge) attributable to equity holders 1 (255)
IFRS profit after tax attributable to equity holders 92 1,142

IFRS profit after tax

IFRS profit after tax attributable to
equity holders decreased to £92 million
compared to £1,142 million in 2020. This
£1,050 million variance is reflective

of a £537 million loss in the year

(2020: £678 million gain) from short-
term fluctuations and an increase of
£73 million in restructuring and other
costs, offset by profit on corporate
transactions in the year and a reduction
in tax attributable to equity holders.

Market conditions have led to losses
from short-term fluctuationsin
investment returns in 2021 as financial
markets recover and the sizeable gains
seen in 2020 from the derivatives

held to protect the Solvency Il capital
position are reversed. These losses
primarily comprise a £99 million loss
(2020: £286 million gain) from the
annuity portfolio, including fair value
movements on the surplus assets and a
£103 million loss (2020: £118 million gain)
oninterest rate swaps purchased to
protect PAC’s Solvency |l capital position
against falls in interest rates, both due to
rising yields in the period.
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In addition, there was a £248 million

loss (2020: £235 million gain) as stock
markets recovered in the period on the
equity hedges used to protect the value
of future shareholder transfers from the
With-Profits Fund on PAC's Solvency

Il balance sheet. While these hedges
protect the Solvency Il balance sheet,
there is no corresponding item to protect
on the IFRS balance sheet, and therefore
when the fair value of the derivatives

fall as interest rates increase and equity
markets improve, there are no offsetting
fair value gains on an IFRS basis.

Profit on corporate transactions relates
to the gain on acquisition of a controlling
interest in PPMSA, previously an
associate, of £51 million in July 2021 and
a £16 million loss in respect of the Part
Vil transfer of annuities to Rothesay

Life PLC.

Restructuring and other costs includes
costs that relate to the transformation of
our business. In the year to 31 December
2021, these costs include £48 million in
respect of changes required to adapt

to future ways of working, of which

£29 million is an impairment of the lease
for one of our offices. Restructuring and
other costs also include £45 million

in relation to the integration of

Ascentric as we build out the new
capabilities across our business and

£35 million relating to the merger and
transformation programme.

The equity holders' effective tax rate

for the year ended 31 December 2021
was negative 13.6% (resulting in a tax
credit) compared to a positive rate of
18.3% for the year to 31 December 2020.
The equity holders' effective tax rate

of negative 13.6% is lower than the UK
statutory rate of 19% (2020: 18.3%).

The basis for a tax credit (negative
effective tax rate) when the Group

is profitable is due to beneficial tax
adjustments for both recurring and
non-recurring items. Excluding non-
recurring items, the equity holders
effective tax rate is 9.9% (2020: 18.8%)
which is primarily due to the utilisation of
tax capital losses on which no deferred
tax was previously recognised and
non-taxable income, partially offset by
adverse effects from non-deductible
expenses. The impact of the beneficial .
tax adjustments on the effective tax rate
is more significant than the prior period
due to the lower profit base.

Further information on tax is provided
in Note 9 of the consolidated
financial statements.



Capital generation
The following table shows an analysis of total capital generation:
For the year ended
31 December
£m 2021 2020
Asset Management underlying capital generation 313 311
Retail and Savings underlying capital generation 459 552
Corporate Centre underlying capital generation (288) (286)
Underlying capital generation 484 577
Other operating capital generation 633 735
Operating capital generation 1,117 1,312
Market movements 917 (118)
Restructuring and other (181) (73)
Tax (31) (126)
Total capital generation 1,822 995

Total capital generation was £1,822 million
for the year ended 31 December 2021
(2020: £995 million). Market movements
in 2021 have resulted in a positive

impact of £917 million (2020: negative
£118 million) as a result of improved equity
market conditions and increased yields;
offset by a loss on the surplus assetsin
the annuity portfolio.

Underlying capital generation fell

to £484 million (2020: £577 million).
This was primarily driven by Retail and
Savings which was impacted by lower
expected returns on surplus assets

in the annuity portfolio given the falls
in yields over 2020, and higher new
business strain due to a change in our
hedging strategy during the year.

Capital position

M&G plc's Solvency Il surplus increased
to £6.2 billion as at 31 December 2021
(2020: £4.8 billion), equivalent to a
shareholder Solvency Il coverage ratio
of 218% (2020: 182%), driven by total
capital generation of £1,822 million
(2020: £995 million) combined

with a deduction of £466 million
(2020: £562 million) from dividends
paid to shareholders in the year,

and an increase of £32 million

(2020: £121 million) from other

capital movements.

Other operating capital generation has
benefited from management actions
of £468 million (2020: £408 million)
and a release of capital driven by a
reduction in the SCR following the
Major Model Change approved by the
PRA in December and other smaller
model changes. However, these have
been partly offset by lower benefit
from assumption changes over 2021,

a reduced contribution from the
Corporate Centre due to the impact of
updates to the measurement approach
of the Group's leases in 2020, and
provision releases in 2020 which

have not repeated in 2021, leading to
other operating capital generation of
£633 million (2020: £735 million).

Our With-Profits Fund continues to

have a strong Solvency li coverage ratio
of 302%. This is higher than the 242%
reported at 31 December 2020, driven
by a £357 million increase in surplus from
management actions over the year.

The regulatory Solvency |l coverage
ratio of M&G plc as at 31 December
2021 was 168% (2020: 144%). This view
of solvency combines the shareholder
position and the With-Profits Fund but
excludes all surplus within the With-
Profits Fund.

Restructuring and other costs of

£181 million reflects the impact on the
capital position of transformation costs,
including the integration of Ascentric
and changes to our future ways of
working and associated changes to

our office space.

The shareholder, With-Profits Fund,
and regulatory views of the Solvency

Hl position presented here assume
transitional measures on technical
provisions which have been re-calculated
using management’s estimate of

the impact of operating and market
conditions at the valuation date.
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Business and financial review continued

Financing and liquidity

The following tables shows key financing and liquidity information:

£m
Nominal value of subordinated debt
Shareholder Solvency Il own funds
Leverage ratio

As at 31 December

2021 2020
3,216 3,216
1,409 10,643
28% 30%

The key metric we use to manage our debt is the leverage ratio, defined as nominal value of debt as a percentage of M&G plc’s
shareholder Solvency Il own funds. For further detail on shareholder Solvency Il own funds see Note 37.2.2. Our leverage ratio
of 28% at 31 December 2021 has fallen from 30% at 31 December 2020 as shareholder Solvency Il own funds increased.

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

£m 2021 2020
Opening cash and liquid assets at 1 January 1,040 1,274
Cash remittances from subsidiaries 1,458 737
Corporate costs (112) (45)
Interest paid on core structural borrowings (186) (189)
Cash dividends paid to equity holders (466) (562)
Acquisition of subsidiaries - (86)
Shares purchased by employee benefit trust - (105)
Capital injections into subsidiaries (25) -
Other shareholder income - 16
Closing cash and liquid assets at 31 December’ 1,709 1,040

i Closing cash and liquid assets at 31 December 2021 included a £1,651 million (2020: £1,001 million) inter-company loan asset with Prudential Capital plc,

which acts as M&G plc's treasury function.

Movements in cash and liquid assets
held by the Parent Company for the
year ended 31 December 2021 represent
the remittances and payments that
arise in the normal course of business.
Total cash and liquid assets

have increased with cash remittances
of £1,458 million (2020: £737 million)
received from our subsidiaries, more
than covering the cash dividend
payments to equity holders of

£466 million (2020: £562 million) and
interest paid on structural borrowings
of £186 million (2020: £189 million).

The remittance received from PAC in the
year to 31 December 2021 was higher
than the prior year, driven by PAC's higher
solvency ratio at 31 December 2020 than
the year before, and in line with our Active
Capital Management policy.

The current levels of capital and liquidity
reflect the continued market uncertainty.
We continue to monitor the short-term
volatility in the strength of the balance
sheet to make sure we deploy this capital
in the best interests of our shareholders.
In line with this, we have announced
our intention to return £500 million to
shareholders by way of a share buy-back

programme, which is expected to start
shortly and to complete within 12 months.

Dividends

We paid dividends of 12.2 pence per
share, equal to £310 million, on 28 April
2021. In addition, we paid an interim
ordinary dividend of 6.1 pence per
share, equal to £156 million, in line
with our policy of paying one-third of
the previous year total dividend, on

29 September 2021. A second interim
dividend of 12.2 pence per share, equal
to roughly £311 million, will be paid on
28 April 2022.

Image removed

individual clients.

Accelerating growth

M&G Wealth was formed in 2020 as a new force in the
fast-growing market for UK wealth management services.

We continued to invest in this business, with the completion
of our acquisition of Sandringham Financial Partners in

‘ January 2022, to accelerate the growth of our advisory

capability across the UK.

Sandringham brings more than £2.5 billion of assets
under advice to M&G Wealth's existing advice, platform
and investment businesses, and relationships with around
180 IFA Partners acting on behalf of more than 10,000
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Active Capital Management and Operational Efficiency
Our seventh strategic priority is Active Capital Management and Operational Efficiency.

ONO),

O
Qe

Our strategic priorities

1. One M&G

2. Revitalise UK

3. Expand Institutional

4.Grow Europe

5. Build International

6. Protect Heritage

7. Active Capital Management and
Operational Efficiency

Active Capital Management

The primary focus of our capital
management framework is to
maintain financial strength and reward
shareholders with attractive returns.
This is achieved through actively
managing M&G plc's solvency position
and the quality of capital held.

When deploying additional capital,
we prioritise investments in

the business that can generate
long-term sustainable earnings
growth. Any investment will always
be measured against the financial
attractiveness of capital returns,

as well as our Risk Appetite Framework

which sets out key trigger points
for the management of solvency,
liquidity, and dividend volatility.

During the year we have delivered

total capital generation of £1,822 million

increasing our shareholder Solvency il
coverage ratio to 218%.

Our total capital generation result
includes a £468 million benefit from
management actions, driven by a
contribution of £287 million from asset
trading and optimisation, as well as
£91 million from changes to our equity
and interest rate hedges.

i Starting from 2021 total dividend per share
of 18.3p (interim + second interim).

We have met our three-year total
cumulative capital generation target
of £2.2 billion to the end of 2022.

We have also announced a new target
to deliver £2.5 billion of cumulative
operating capital generation by 2024.

We continue to deploy our

capital to expand the business

with an aggregate investment of
approximately £260 million expected
in 2022 in respect of investments

in Sandringham, TCF Investment,
Moneyfarm and responsAbility.

In addition, we have announced our
intention to return £500 million to
shareholders by way of a share buy-
back programme, which is expected
to start shortly and to complete within
12 months.

Operational Efficiency

We remain focused on driving
operational efficiencies across the
business as we continue to deliver
against our strategic priorities.

As part of that, we have surpassed
our £145 million target by achieving
£167 million of annual run-rate
shareholder cost savings at the
end of the year, delivering one

year early against our commitment
to deliver by the end of 2022
through our five-year merger and
transformation programme.

We continue to transform the
business, and have entered contracts
with State Street and Accenture in
2021 to outsource Investment Middle
Office and IT Application Services
respectively. These deals combined
deliver significant annual savings
whilst providing scalable

and flexible services and new
innovation to enable future growth.

We are also focused on ensuring we
deliver the best possible outcomes
and service for our customers.

This year we have helped over 180,000
additional Heritage customers register
for an online account so they can
benefit from the self service and digital
channel capability available.

Capital Management Framework

Capital
returns
When appropriate
and through relevant
structures, e.g. special
dividend or buyback

. Financial
strength and
flexibility
Considers shareholder
Solvency Il coverage ratio,
parent company liquidity,
and leverage ratio

N

Investments
in the business
Organic investments
and acquisitions
that accelerate
corporate strategy

Attractive
dividends
Stable or increasing’
depending on growth

of underlying
capital generation
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Business and financial review continued

Asset Management

Our Institutional Asset Management business continues

to perform strongly as we reposition our Retail Asset

Management business for sustainable growth

Assets under management and administration and net client flows

Net client flows AUMAI

For the year ended
31 December As at 31 December
£bn 2021 2020 2021 2020
Retail Asset Management (3.8) (11.9) 52.7 58.1
Institutional Asset Management 5.8 51 103.1 85.5
Other - - 0.9 0.8
Total Asset Management 2.0 (6.8) 156.7 144.4

i £79 billion of total asset management AUMA relates to assets under advice (2020: £6.5 billion).

Our Asset Management business
saw a significant improvement in net
client flows with net client inflows of
£2.0 billion compared to net client
outflows of £6.8 billion in 2020.

Retail Asset Management flows
improved in 2021 with a reduction

in net client outflows to £3.8 billion
(2020: £11.9 billion), of which only

£0.8 billion were attributable to the
second half of 2021. There were two
one-off outflows in 2021 with the re-
opening of the M&G Property Portfolio
Fund in May resulting in initial net client
outflows of £0.9 billion, and a further
£0.9 billion of one-off outflows from
our European Strategic Value fund

due to withdrawals by Prudential plc.
The improvement in Retail flows in the
year was largely driven by a reduction
in net client outflows in the international
channel, which together with UK
wholesale accounted for the majority
of outflows in both periods.
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This was supported by positive flows
into the impact and sustainability
focused fund ranges - with net client
inflows of £0.2 billion and £1.1 billion
respectively. Investment performance
also improved year-on-year. In addition,
our partnerships with European
distributors continued to deliver strong
inflows within our Investment Solutions
business, with net inflows of £1.1 billion
in the year.

Retail Asset Management AUMA
decreased £5.4 billion to £52.7 billion
due to net client outflows in the

year, and in part due to the partial
reallocation of PPMSA to Institutional
Asset Management based on a
reassessment following the acquisition
of a controlling stake.

Institutional Asset Management AUMA
increased to £103.1 billion driven by net
client inflows of £5.8 billion, as well as
market and other movements including
the acquisition of a controlling interest
in PPMSA.

Our Institutional business has continued
to perform strongly, with some large
wins in the year in our Public Debt
business, with £4.4 billion of net client
inflows in 2021 and solid investment
performance in 2021.

Our expertise in private assets, which
offers private fixed income, alternatives,
real estate and infrastructure equity
offerings, is a key component of our
institutional investment capability, and
represents a resilient, high-margin
source of revenues. Our private assets
under managementincreased 15% to
£71.8 billion of AUMA as at 31 December
2021 (2020: £62.3 billion).



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

For the year ended
31December
£m 2021 2020
Fee-based revenues’ 976 989
Adjusted operating income . 976 989
Adjusted operating expenses (672) (669)
Other shareholder profit 17 4
Share of profit from joint ventures and associates 6 10
Adjusted operating profit attributable to non-controlling interests (12) (4)
) 315 330

Adjusted operating profit before tax

i £303 million of the fee-based revenues is in respect of assets managed on behalf of Retait and Savings (2020: £228 million).

Adjusted operating profit before tax
from our Asset Management activities
has decreased 5% to £315 million in

the year ended 31 December 2021
(2020: £330 million) primarily driven

by lower carried interest received on
Infracapital funds in 2021, offset by
favourable market returns on seed
capital investments and units held to
hedge management incentive schemes.

Revenue earned by Institutional

Asset Management has increased to
£539 million (2020: £481 million) as
AUMA continues to grow. However, we
have continued to experience the impact
of downward pressure on retail margins
and net client outflows on the revenue
earned by Retail Asset Management
which has fallen to £414 million

(2020: £466 million).

Capital generation

The lower pricing structure applied

to our UK OEICs in February 2021
contributed to a £41 million reduction
along with a £13 million fall following the
lower administration fees on our SICAVs
applied in November 2020.

Adjusted operating expenses are broadly
stable year-on-year.

The Asset Management average fee
margin of 32 basis points (bps) was
four bps lower at 31 December 2021
compared to 31 December 2020.
This reduction largely reflects the
new sustainable pricing structure
implemented in Retail Asset
Management, resulting in a decrease
of 11 bps to 39 bps at 31 December
2021. Average revenue margins in
the Institutional Asset Management
business remained broadly stable at
27 bps (2020: 28 bps).

The following table shows an analysis of operating capital generation:

The cost/income ratio for Asset
Management business decreased
slightly to 70% (31 December 2020: 71%)
with fee-based revenues and operating
expenses broadly stable in the year.

In July 2021, we acquired a controlling
interest in PPMSA - the share of

profit on joint ventures and associates
represents the profit on PPMSA up to
the date of acquisition. Post-acquisition,
PPMSA is presented within fee-based
revenues and operating expenses,

with non-controlling interests removed
to arrive at adjusted operating profit
before tax.

For the year ended

31December

£m 2021 2020
Underlying capital generation 313 3N
Other operating capital generation 15 2)
Operating capital generation 328 309

Operating capital generated by Asset
Management increased marginally to
£328 million (2020: £309 million) as a

result of increases in other operating

capital generation.

This increase reflects a reduction in
capital requirements as aresult of a
decrease in fixed cost base over 2020.
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Business and financial review continued

Retail and Savings

We are continuing to make good progress on
building our Wealth business

Assets under management and administration and net client flows

Net client flows AUMA!

For the year ended
31 December As at 31 December
£bn 2021 2020 2021 2020
Wealth (1.4) 041 84.2 79.5
Heritage (6.9) (6.6) 117.8 1337
Other - 01 91 8.4
Total Retail and Savings (8.3) 6.4) 2111 2216

i £169 billion of AUMA is managed internally by the Group’s Asset Management business (2020: £140 billion).

Wealth AUMA increased to

£84.2 billion with positive market and
other movements offsetting net client
outflows of £1.4 billion. Wealth net client
outflows were driven by an increase
in drawdowns as the retirement
products mature, as well as impacts
from increased transfers out due to
changes in market dynamics, such as
consolidation in the market and a shift
to digital post COVID-19.

The trends underscore the importance
of broadening the proposition offered in
our Wealth business.

The acquisition of Sandringham will
provide our customers with access

to whole of market advice, and our
partnership with Moneyfarm will provide
direct investment services to our UK
customers. To complete our offering,

we have also announced our intention

to acquire TCF Investment, a provider

of model portfolio services.

Heritage AUMA decreased to

£117.8 billion driven by the £9.6 billion
transfer to Rothesay Life PLC following
successful appeal in November 2021
and net client outflows of £6.9 billion

Adjusted operating profit before tax

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

in the year (2020: £6.6 billion), in line with
expectations, as the Heritage business
continues to run off.

Other Retail and Savings

AUMA increased to £9.1 billion
(2020: £8.4 billion) benefiting from
positive market movements.

PruFund is an investment solution
offered to customers of both Wealth
and Other Retail and Savings.
PruFund AUMA increased by 5% to
£58.4 billion as a result of positive
investment returns, offset partially by
net client outflows of £1.3 billion.

For the year ended

31 December

£m 2021 2020
Fee-based revenues 278 231
Annuity margin 369 438
With-profits shareholder transfer net of hedging and other gains/losses 268 221
Adjusted operating income 915 890
Adjusted operating expenses (296) (250)
Other shareholder profit 41 61
Adjusted operating profit before tax 660 701

Adjusted operating profit before

tax from our Retail and Savings
business reduced to £660 million
(2020: £701 million) primarily driven
by a reduction in the annuity margin.

Fee-based revenues relate primarily
to revenues from Ascentric, M&G
Wealth Advice (formerly Prudential
Financial Planning) and the unit-linked
business. The increase of £47 million
to £278 million includes an additional
£24 million due to the recognition of

a full year of revenue from Ascentric
compared to four months in 2020.
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Annuity margin is down £69 million
predominantly due to a lower benefit
from longevity assumption changes in
2021 than those reflected in 2020.

The with-profits shareholder

transfer increased to £366 million

(2020: £308 million), primarily as a

result of improved market conditions
leading to upward unit price adjustments
being made within PruFund and
increased claims on our Retirement
Account product.

This increase was offset by larger

fair value losses of £60 million

(2020: £57 million loss) on the derivative
instruments used to mitigate the equity

risk in respect of shareholder transfers
in the year, and an expense overrun of
£38 million in 2021 (2020: £31 million) on
new business written in the With-Profits
Fund due to recent lower sales volumes.

Adjusted operating expenses have
increased £46 million to £296 million
of which £30 million reflects a full year
of costs for Ascentric.

Other shareholder profit is down on
2020 which benefited primarily from
insurance reserve releases in relation
to a number of legacy remediation
programmes and other one-off items
that were not repeated in 2021.



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 2021 2020
Wealth 41 (11)
Heritage 620 699
- of which Annuities 369 438
- of which traditional with-profits 205 202
Other Retail and Savings (1) 13
Adjusted operating profit before tax 660 701

Adjusted operating profit before tax
from our Wealth business increased to
profit of £41 million (2020: £11 million
loss) driven by an improvement in the net
result from business written in PruFund
to £63 miltion (2020: £22 million).

The with-profits shareholder transfer

in respect of PruFund was £115 million
(2020: £54 million), which was partially
offset by fair value losses on hedges and
the expense overrun on new business.

Wealth also benefitted from a reduction
in the losses on its unit-linked and other
businesses. However, the loss from its
platform and advice business increased
slightly to £4 million (2020: £2 million
loss) which includes the full year results
from Ascentric.

Heritage adjusted operating profit
decreased 11% to £620 million
(2020: £699 million) largely driven by
the reduction in the annuity margin.

The following table provides further analysis of the annuity margin:

Traditional with-profits business
net result was stable in the year at
£205 million (2020: £202 million).

Other Retail and Savings is down

£14 million, primarily driven by a

£16 million cost in 2021 in relation to an
estimated future shareholder payment
to reimburse the With-Profits Fund for
its contribution to the cost to set-up and
grow the business written in Poland.

For the year ended
31December
£m 2021 2020

Return on excess assets and margin release 172 188
Asset trading and portfolio management actions 10 59
Longevity assumption changes 125 217
Other 62 (26)
Annuity margin 369 438

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 9% to

£172 million (2020: £188 million).

This was mainly due to a switch from
debt securities held in surplus assets

of the annuity portfolio to cash to pay
remittances to the holding company.
During 2021, we earned £10 million from
asset trading and portfolio management
actions, a reduction from 2020 impacted
by losses on property disposals in the
year due to the impact on the valuation
of annuity liabilities.

Longevity assumption changes are
down £92 million on 2020 due to the
significant favourable benefits in 2020
not being repeated in 2021.

Other includes a £31 million benefit from
the release of the annuity sales practices
review provision in the year compared to
£38 million of additional costs in 2020.
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Business and financial review continued

Capital generation
The following table shows an analysis of operating capital generation:
For the year ended
31 December
£m 2021 2020
Wealth 49 75
- of which with-profits - 60 . 88
- In-force 12 99
- New business (52) 11)
Heritage 378 446
- of which with-profits 142 105
- of which Shareholder annuity and other 236 341
Other Retail and Savings 32 31
Underlying capital generation 459 552
Model improvements 116 (32)
Assumption changes 18 167
Management actions and other (incl experience variances) 487 514
Other operating capital generation 621 649
Operating capital generation 1,080 1,201

Underlying capital generation for the
year ended 31 December 2021 feli to
£459 million (2020: £552 mitlion), with
areduction in contribution from both
Wealth and Heritage businesses.

In Weaith, the contribution from in-force
with-profits business increased to

£112 million (2020: £99 million) due to
the gap between expected return and
risk-free rates widening as yields fell
during 2020. This increase was offset

" by a reduction from new with-profits
business driven by increased new
business strain as a result of changes in
our hedging strategy. Capital generation
across the remainder of the Wealth
business also fell marginally over the
period reflecting a full year of Ascentric
losses. The combined impact across
the Wealth business was a reduction

in capital generation to £49 million
(2020: £75 million).
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Within the Heritage business, traditional
with-profits business generated
underlying capital of £142 million

during the year to 31 December 2021
(2020: £105 million) again increasing

as a result of the widening of the gap
between expected returns and risk-
free rates, partly offset by a reduction

in the value of equity hedges as equity
markets improved.

There also continued to be significant,
although reduced, capital generation
from the shareholder annuity and other
business, contributing £236 million
(2020: £342 million). The reduction in
underlying capital generation for the
annuity business is driven by a reduction
in the expected return on surplus assets
in the annuity portfolio as a result of falls
in yields over 2020.

Other operating capital generation
decreased to £621 million

(2020: £649 million), reflecting lower
impacts from assumptions changes
in 2021 than over the previous year.

This reduction is primarily in relation
to longevity assumption changes as
discussed in the adjusted operating
profit section, which were not as high
in 2021.

Management actions and other
generated capital of £487 million,
including a £287 million impact from
asset trading in the annuity portfolio,

a £91 million impact from the rebalance
of the equity and interest rate hedges,
and the release of counterparty credit
risk of £153 million following the Part VI
transfer to Rothesay Life PLC. This was
partially offset by a reduction in capital
generation of £21 million following the
merger of the SAIF with-profits sub fund
with the main with-profits sub fund in
April. Additionally, there was a reduction
in capital of £26 million as a result of
credit downgrades. In 2020 there was
significant benefit of £413 million from

a series of management actions taken
to strengthen the solvency position in
response to adverse market conditions.



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
2021, 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 priorities, as explained
on page 18 of this report. The Business
Plan covers all the key measures that
underpin our Financial Management
Framework, 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 72 to
78 of this report. 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.

The Board also considered and reviewed
the results of the annual Own Risk and
Solvency Assessment (ORSA), whichis
an integral part of our risk management
process. The process helped the Board
to assess the resilience of the Group's
solvency position to various risk and
stress scenarios. The Board confirms that
it has carried out a robust assessment

of the company's emerging and

principal risks.

Period for assessing viability

The Board considers that the three-year
period to December 2024 is appropriate
for assessing viability. This aligns with the
business planning horizon and so, reflects
the period over which key strategic
initiatives will be delivered, principal

risks will be managed and results will

be monitored.

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% fall in 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 various combined risk
scenarios to assess the resilience of our
financial position.

The impact of scenarios related to

COVID-19 was an area of key focus for

last year's strategic and financial planning

process and we continue to monitor the

ongoing impacts of the pandemic on our
business. As the situation has evolved, we
updated our scenarios in the Business Plan
as follows based on potential outcomes for
the global economy.

- Optimistic - Positive developments
allow for a faster pace of global
vaccination and a wide reopening of
economies globally.

- Baseline - Vaccines to be rolled out in
line with current projections, varying
by region, and for economic recovery
to continue as economies reopen.

- Pessimistic - Vaccination roll-out
is further disrupted, possibly by
the emergence of new strains of
the virus, delaying the timing of any
activity normalisation.

As economies begin to reopen

and a recovery takes hold, post the
unprecedented policy stimulus from both
governments and central banks, higher
inflation in the medium term remains an area
to consider.

As part of the Business Plan, we have
also tested the resilience of our financial
position in a high inflationary environment
and the economic implications resulting
fromit.

In addition, as part of its ORSA, the

Group undertook reverse stress testing

to determine scenarios that would result
in the shareholder solvency coverage
ratio falling below 100%. This included a
scenario where both market and longevity

ri
o]

sks were stressed and another in which
nly market risks were stressed.

The derived scenarios indicated that
the Group had the ability to withstand
severe events while still meeting its
capital requirements.

Climate risk has been an area of focus
for the Board and although not covered
specifically in the Business Plan, it has
been assessed as part of our ORSA.

We continue to refine our climate-related
scenario testing approach and to assess

a

ppropriate management actions that

could mitigate the impacts of climate-
related risks.

For the purpose of the ORSA, the
following scenarios were assessed:

Early action - The transition to a net
zero economy starts in 2021 so carbon
taxes and other policies intensify
relatively gradually over the scenario
horizon. Global carbon dioxide
emissions are reduced to net zero by
around 2050.

Late action - The implementation

of policy to drive the transition to a
net zero economy is delayed until
2031and is therefore more sudden
and disorderly.

No additional action - The scenario
primarily explores physical risks
from climate change. Here, there are
no new climate policies introduced
beyond those already implemented.

In assessing viability, the Board also
considered the availability of the

£1.5 billion syndicated revolving credit
facility which matures in 2024. As at

3
u

1 December 2021, the facility remained
ndrawn. In addition, the Group can

access an active £10 billion 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

d

ividends, the Group is able to withstand

the impact in each case with regards to
meeting all liabilities as they fall due.

Statement of viability
Based on the results of the procedures

o]

utlined 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 three-
year period ending 31 December 2024.
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Our approach to sustainability

Sustainability in everything that we do

This year, we've focused on embedding sustainability
across our business. Launched in May 2021, our 10 point
sustainability plan (see page 40) is a clear roadmap that will
guide us in transforming our business and our investments
to meet the needs of the future

Why
sustainability
matters

for us

At humanity's current rate

of consumption, we require

1.8 Earths to provide the
resources we need and absorb
our waste, whichis clearly an
unsustainable situation.

Urgent global action is required
by us all to change the way we
produce and consume to ensure
a more viable long-term future
for people today and for the
generations to come.

As an asset manager, asset owner
and a leading financial services
business, we can see the large

and complex risks emerging from

a transition to a more sustainable
planet. Our job is to help manage
and mitigate these for our customers
and clients, shareholders, and wider
society by supporting a just transition
and identifying new opportunities to
change things for the better.
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Our sustainability priorities

In March 2020 we decided to prioritise two areas for action: climate change,
and diversity and inclusion, and to hold ourselves accountable with specific
commitments in these areas. These are:

Commitments on climate'change:
- To achieve net zero carbon emissions for our own operations by 2030
at the latest.

- To achieve net zero carbon emissions across our investment portfolios by
2050 to align with the Paris Agreement on climate change.

Commitments on diversity and inclusion:

- To achieve 40% female representation and 20% representation from Black,
Asian and minority ethnic backgrounds by 2025. As an asset owner, 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.

~ To achieve external benchmarks including the National Equality Standard

and LGBT Great equality index.

Emerging themesin 2021

#1:
It’s not just about climate

Doing our bit to tackle global warming is
one of our two corporate sustainability
priorities, and we've made some
ambitious commitments to achieve net
zero carbon emissions in our operations
and investments (see page 40 and pages
44-57 for our Taskforce for Climate-
related Financial Disclosures).

However, climate is one of many
interconnected environmental systems
on Earth, which carry potentially
catastrophic economic and social risks if
human activity puts too much strainon
them. As responsible investors on behaif
of our customers and clients, we need

to consider issues such as biodiversity
loss, pollution, water use and over-
exploitation of natural resources, and how
to use our influence to encourage more
holistic thinking ’

about sustainability by the companies

in which we invest.

#2:
How do we achieve a just transition
to a sustainable planet?

Moving to a more sustainable way

of life will involve change for everyone,
with some people more vuinerable

to these changes than others.

We believe the costs and benefits

of the transition to a low carbon
economy should be shared fairly
between generations, regions and
communities. This is front of mind

as we approach issues such as the
phase-out of coal from our investments,
for example. We expect this to take
place earlier in developed countries
than in developing countries, where
there may be more reliance on coal,
and less investment capital available
to finance new infrastructure.

#3:
We need better data

Good sustainability data is essential
to enable the financing of a more
sustainable economy, so investors
can make informed decisions about
where to channel capital.

There's been encouraging progress

on mandatory climate disclosures for
public issuers during 2021, with more to
come following the creation of the new
International Sustainability Standards
Board, the EU's Sustainable Finance
regulations and the UK Government’s
forthcoming Sustainability

Disclosure Requirements.



Through our membership of industry
groups and disclosure organisations
we're also helping to develop ways

to measure corporate sustainability in new
areas such as water use and biodiversity.

However disclosure by public-listed
companies is not enough. As a major
investor in private assets, we

also need to see far better, and if
necessary mandatory, disclosure

by private companies.

#4:
Delivery matters

As more companies, cities, regions and
nations have committed to ambitious
carbon reduction targets in 2021,

more attention is now turning towards
how these will be delivered. In our
stewardship engagements with investee
companies, particularly the high intensity
carbon emitters, we're looking at the
credibility and accountability of their

net zero plans, not just their ambition.
Equally, we hope and expect our own
shareholders and customers to evaluate
our own plans in the same way.

#5:
Sustainable investing requires
along-term approach

Making the scale of change necessary
to tackle global systemic issues like
global warming, pollution and a just
transition will require significant
patient capital investment to fund
breakthrough technological innovation
and new infrastructure. With our scale,
private asset expertise, and long-term
outlook, we are well positioned to

help even early stage companies
develop the transformational solutions
of the future.

Sustainability as an asset owner and an asset manager

We invest on behalf of our customers in two separate capacities, each with

differing responsibilities.

On behalf of the With-Profits Fund and our pension savings and annuity books,
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, the financial and sustainability requirements for our investment
mandates, and which asset manager should manage them. M&G Investments
manages over 85% of the assets in the With-Profits Fund, with the remainder
managed by firms which are not part of M&G plc.

As an asset manager, M&G Investments acts on behalf of individual savers and
institutional clients including our asset owner, to meet their required investment
objectives. As an asset manager, we must follow the mandates set out in fund
objectives or agreed with institutional clients. Sometimes, mandates from
external institutional clients will have sustainability policies which differ from
those we apply as an asset owner. Our asset manager and asset owner each have
ESG investment Policies which are guided by our values of care and integrity,

and share a number of sustainability commitments including the M&G plc target
of achieving net zero carbon emissions across our entire investment portfolio by
2050, and the same sustainability principles.

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
with the same principles of acting
responsibly that we hold our investee
companies to account on.

One M&G

Supporting early-stage climate solutions

M&G's Catalyst team is investing up to £5 billion from
our With-Profits Fund into early stage private businesses
tackling some of the world’s most urgent environmental

and social challenges.

In July 2021, Catalyst invested in Storegga Geotechnologies,

an independent UK company pioneering carbon capture '
and storage (CCS) solutions which stop carbon from being
released into the atmosphere and permanently store it under
the seabed. CCS can play a key role in helping limit global
warming while heavy industries decarbonise. Storegga’s
Acorn project in Scotland has the potential to store more than
20 million tonnes of CO, emissions per year within its first
decade of operation, or around half the household emissions

of a city the size of London.

- We identify and incorporate ESG
risk factors into our general risk
management process. Read more
on page 73 and 79-82.

- 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.

Image removed
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Our approach to sustainability continued

Delivering on our sustainability ambitions

While achieving a sustainable future requires
long-term effort, we've made encouraging progress

in our first year

Develop our

pathway to
net zero 2050

Align alt our
people behind
our sustainability
ambition

.
Bediverse and \ - @

inclusive as a business

®

Integrate ESG
into our investments
and accelerate
engagement

Grow our Planet+

and as an investor @ SQ;\ ~ @ fund range
< @ >
Our 10 point v
sustainability
Develop pathway plan (C‘;F"
to net zero 2030 and o @ @ Set standards

set an example with our
corporate sustainability
practices

in sustainability
and ESG policies

N

Lead collective @ Set standards
action to deliver in disclosure and
change Help customers measurement
and their advisers
understand the
opportunities, risks
and outcomes of

sustainable investing

Develop our pathway to net zero by 2050

2021 progress:

- We et an initial interim target to reduce carbon emissions
by 50% for 20% of M&G Investments' assets under
management by 2030 with a robust delivery plan and
the support of our internal asset owner. We will grow this
commitment over time with external client consent and
improved carbon data.
We joined the Net Zero Asset Owner Alliance, a global group
of large investors committed to setting five-yearly interim
targets to reduce their carbon emissions to zero by 2050.
- We committed to phase-out of investment in thermal
coal by 2030 for OECD/EU countries and 2040 for
developing countries, which is vital to cutting our portfolio
carbon emissions.
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- We conducted advanced climate scenario modelling so
we can better understand the effect of climate change on
portfolios (see pages 55-56).

Priorities for 2022:

- Publishing interim net zero targets for our asset owner,
which will incorporate and build on the commitments made
with the asset managerin 2021.

- Implementing M&G pic's position on thermal coal investment.

- Developing new methodologies for measuring private asset
emissions data.

- Working to establish science based targets across all
our investments where agreed methodologies for asset
classes exist. '



@)

Integrate ESG into our investments and accelerate engagement

2021 progress: .

- We developed a new ESG Investment Policy (effective
1 January 2022) covering all asset classes, with which all M&G
Investments' fund managers must comply.

- We updated our Climate Hotlist of carbon intensive
investments to reflect portfolio changes and by the end
of 2021 we had initiated engagement with 34 of these
companies to understand their carbon transition plans.

- Our asset owner joined our asset manager as a signatory
to the FRC’s UK Stewardship Code and a signatory to UN
Principles for Responsible investment.

- Our Catalyst early stage private assets strategy deployed
over £650 million in ESG investments by the end of 2021,
with a further £633 million committed.

(@)

v

Grow our Planet+ fund range

Priorities for 2022:

- Continuing to develop new tools and approaches for
integrating sustainability considerations in private assets,
such as asset backed securities.

- Continuing our engagement with companies holding
thermal coal assets, and with those on our Climate Hotlist.

- Setting out our expectations to investee companies globally
on gender and ethnic diversity on boards.

- Continue to work with expert organisations and initiatives to
build our capability and industry knowledge of sustainability
issues including climate, nature and biodiversity.

2021 progress:
- We grew our Planet+ range of sustainably-focused products
to 20, with £5 billion in AUMA, including:

- launching PruFund Planet, a sustainably-focused version
of PrufFund.

- launching five new sustainable or impact fund strategies,
including the M&G Better Health Solutions Fund, the
M&G Sustainable Loan Fund and the Sustainable
European Credit Investment Fund.

Priorities for 2022:
- Continuing to convert our SICAV funds to become

SFDR Article 8 or 9 fundsin 2022.

- Attracting more assets under management into

Planet+ products.

oF

Set standards in sustainability and ESG policies

“Our research among financial
advisers suggests that half their
clients want an ESG or sustainable
alternative to conventional pension
and savings funds.”

David Macmillan

Chief Customer and
Innovation officer

Image removed

2021 progress:

- We committed to phase out public listed investments in
thermal coal by 2030 OECD and EU countries, and 2040
for developing countries.

- Our asset owner has committed to phase out all
investments in companies with over 5% of revenues from
tobacco production.

- We developed a new ESG Investment Policy for M&G
Investments, effective from 1 January 2022, and a new ESG
Investment policy for our asset owner.

- We published our positions to protect biodiversity
and support the just transition to a low carbon
sustainable economy.

- We became a signatory to the UN Global Compact.

Priorities for 2022

- Implementing M&G plc’s position on thermal coal inyestment.

- Developing thematic investment policies to help address
natural capital degradation and support societal well-being.

- Continuing our collaboration with CDP on water security
and holistic water transition issues.

We committed to phase
out of thermal coalin
OECD/EU countries by

2030

...and in developing
countries by

2040
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Our approach to sustainability continued

2

Set standards in disclosure and measurement

2021 progress: - We joined the Taskforce on Nature Related Disclosure Forum,
- We achieved ISS ESG Rating Prime Status, which is the which will help shape future biodiversity and nature related
top decile. measurement and disclosure.

Priorities for 2022:

- Continuing to support development and availability of
investment sustainability data, particularly in emerging areas
such as biodiversity and social equality.

- Collaborating with CDP to enhance their water questionnaire
for investee companies.

- Publishing Sustainable Accounting Standards Board (SASB)
aligned disclosures in our reporting.

- Publishing our annual Communication on Progress (COP) in
alignment with the UN Global Compact's reporting framework.

- Publishing more sustainability metrics across our mutual
fund ranges.

- Through improving our ESG disclosures, we improved our
standing in ESG ratings managed by S&P CSA, Sustainalytics,
ISS and Tortoise.

- We achieved a CDP rating of B for our carbon
disclosure reporting.

- Disclosing our water use and waste as a business (see
page 50.

- M&G was among the first tranche of Financial Reporting
Council-recognised signatories to the new UK Stewardship
Code 2020.

Aged

Help customers and their advisers understand the
opportunities, risks and outcomes of sustainable investing

- Supported by new resources, tools and tréining,
since July all M&G Wealth advice partners are required
to discuss ESG considerations with their clients.
Priorities for 2022:

- In Q1, publishing our first With-Profits Fund Stewardship
Report to help Retail and Savings policyholders and

2021 progress:

- In March, we started publishing SFDR information
for all our SICAV funds, to help international customers
understand the level of ESG integration of the fund.

- InJune, we began including carbon emissions data in factsheets
for all M&G mutual funds invested in public securities.

- We conducted research into ESG disclosure templates to
help customers better understand what ESG products aim
to do, and into making the ESG sections of fund reports
more accessible.

- We conducted extensive research on direct and advised
customers' attitudes to sustainable investing, and how
advisers can better support their clients' sustainability goals,
which is already helping shape our proposition.

(1)

Lead collective action to deliver change

customers understand how and where their money is
being invested.

- Continuing to add metrics and information on sustainability

outcomes to fund reports and factsheets, including new
sustainability indicators for our Article 8 and 9 SICAV funds.

- Working with the FCA and TISA to improve ESG customer

disclosures across the industry.

2021 progress:

- On behalf of 570 other investors, we co-led a successful
engagement with BASF, a chemicals company on the
Climate Action 100+ list of the world's largest corporate
greenhouse gas emitters. In March, this led to BASF
committing to achieve net zero carbon emissions
by 2050.

- We presented the investors' perspective on accelerating
the Just Water Transition at the World Leader Summit
at COP26.

- We chaired the International Corporate Governance
Network's Natural Capital working group, looking for
opportunities to engage investee companies on biodiversity
loss, water use and other natural issues.
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- As a member of the UK Sustainable Investment and

Finance Association’s policy committee, and the AB!
Climate Working Group, we have played a key role in
shaping our sector’s roadmap to net zero.

- We joined the Powering Past Coal Alliance, contributing

to their paper on Scaling up finance for the just transition
beyond coal.

Priorities for 2022:
- As a member of the Taskforce on Nature Related Financial

Disclosures Forum, supporting the development
of investment decision useful nature-related
financial disclosures.

- Continuing to work with CDP to help develop improved

global water disclosures.



8

Develop pathway to net zero 2030 and set an example
with our corporate sustainability practices

2021 progress: Priorities for 2022:

- Due partly to the COVID-19 pandemic, and partly to our - Extending the scope of our ISO14001 environmental
ongoing commitment to using 100% renewable electricity management certificate to include more of our offices
or energy attribution certificates, we achieved a 39% in early 2022.
reduction in building Scope 1 & 2 emissions from 2020. - Continuing to transition our vehicles to a fully electric

- To help reduce carbon emissions from home working, fleet, with a target date of 2026.
we launched a renewable energy switching service for - Adding net zero clauses to our supplier contracts.

UK colleagues. - "Say on Climate" resolution at our AGM in May 2022

- We engaged with our most carbon intensive suppliers

to understand their ambitions around sustainability Please see our greenh gas emissions st. 1t

and how their operations impact on us and our Scope 3 and water use disclosure on page 50

carbon emissions.

]

Be diverse and inclusive as a business and as an investor

2021 progress: - Welaunched our Aspire programme (see page 66) which

- We improved the percentage of women in senior leadership aims to improve diversity and inclusion in client-focused roles.
(Executive Committee and direct reports) to 35%. Priorities for 2022:

- We maintained the ethnic minority representation in senior - Continuing progress against our 2025 commitments of
leadership at 13% and also announced the appointment of a diversity in leadership of 40% women and 20% Black,
board director broadening the ethnic diversity of the board Asian or minority ethnic people at Executive Committee
effective from May 2022. and direct reports level.

- We achieved a year-on-year improvement of 1.2% in the - Improving our colleague inclusion and well-being indices
UK gender pay gap, and have published our first ethnicity from 83% and 78% respectively in the 2021 OneVoice
pay gap report. engagement survey.

- We achieved the LGBT Great Financial Services Gold - Setting minimum expectations for investee companies on
Standard in recognition of the progress we are making Board gender diversity, recognising progress on a pathway
towards our commitment of being an inclusive organisation to gender equality by 2027 can differ according to company

location and size, and reporting progress and actions taken.

38

Align all our people behind our sustainability ambition

2021 progress: Priorities for 2022:

- We've now delivered three phases of mandatory - Continuing to develop our internal Sustainability Hub for
sustainability training to all colleagues. colleagues and encouraging them to get involved.

- We've introduced mandatory sustainability objectives - Keeping colleagues engaged through all our communication
for all investment professionals. channels with our plans and our sustainability ambition.

- We launched our new Sustainability Hub to enable - Reviewing executive long-term incentives, including alignment
colleagues to access information and learning. to corporate sustainability goals and commitments.

- Our 2021 One Voice survey of all colleagues indicated

that 82% understand their role in our environmental 820/
sustainability efforts. O

- Introduced sustainability metrics for executive of colleagues say they understand their role
LTIP arrangements in our environmental sustainability efforts
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Climate change and TCFD

Our approach to climate change

Taking action on climate change is one of the key
priorities in our approach to sustainability

We are pleased to present these climate-related disclosures which have been prepared on a basis consistent with the four
pillars and eleven recommended disclosures as set out in June 2017 by the Financial Stability Board's Task Force on Climate-
Related Financial Disclosures (2017 TCFD Annex). In October 2021, the Financial Stability Board released additional guidance
implementing the recommendations of the Task Force on Climate-related Financial Disclosures (2021 TCFD Annex), which
supersedes the 2017 TCFD Annex. Whiist we have considered these in our disclosures, we acknowledge that we will require
more time to implement the 2021 TCFD Annex and therefore intend to apply the recommendations more fully in our 2022
report, in line with the Listing Rules {Disclosure of Climate-Related Financial Information) (No 2) Instrument 2021 as published

by the FCA.

The table below summarises how we comply with the recommendations of TCFD and where the relevant disclosures can be

found in this report.

TCFD Recommendations

Description

Section

Governance

Board’s oversight of
climate-related risks
and opportunities

The M&G plc Board is responsible for setting our strategic approach
to ESG (including climate) and our ESG values and principles.

The terms of reference for both the Audit Committee and the
Risk Committee have been updated to consider all ESG oversight.

ESG governance
page 87

Management’srolein
assessing and managing
risks and opportunities

Management of actions and opportunities arising from the
assessment of ESG risks (including climate) are discussed at
the Executive Risk Committee, chaired by the Chief Risk and
Compliance Officer.

Management of actions and opportunities arising from the
assessment of ESG risks are also discussed by the Executive
Committee as required.

Climate change and
TCFD page 46

Strategy

Climate-related risks and
opportunities over various
time horizons

In the short to medium term, the transition to net zero poses
challenges to us as investors in terms of its impact on asset
valuations. It also presents opportunities to channel capital
into climate solutions.

In the medium to long term, our operations and investment
portfolios will be exposed to physical risks resulting from extreme
weather events and to the impact of climate change on other
environmental systems such as biodiversity and water, and through
them on health, living standards and social stability.

Climate change and
TCFD page 47

Theimpacton the
organisation’s
businesses, strategy,
and financial planning

As part of our strategic priority, One M&G, we have implemented
steps to deliver on our 10 point sustainability plan, including
developing our pathway to net zero. In building climate
considerations into our overall strategy we are building out our
product range, with an increased focus on integrating ESG factors.
We are also altering the nature of assets in which we invest,
particularly through our position on thermal coal and from growth
in environmental impact investing.

Climate change and
TCFD page 47

Resilience of the
organisation’s strategy,
based on different
climate-related scenarios

We have also analysed the potential impact on our portfolio of
various climate transition scenarios in our scenario analysis on page
55. In our joint capacity as an asset manager and an asset owner,
we are developing our resilience by transitioning to net zero through
a mix of portfolio decarbonisation, investee engagement and ESG
integrated investment approaches.

The resilience of our balance sheet to climate risk has also been
assessed as part of the ORSA.

Climate change and
TCFD pages 51-53

Risk management

Processes for identifying
and assessing
climate-related risks

Climate-related risks and other ESG factors are identified and
assessed under a new bespoke Risk Management Framework
which further enhances how we identify a complex range of ESG
risks and is now being integrated across our business.

We also combine a range of other approaches to help us identify,
understand and articulate climate risk, including academic research,
industry-shared learning, scanning tools and relevant data sources,
scenario analysis and best practice guides.

Principal Risk page 73

Sustainability and
ESG Risk Management
pages 79-82
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[TCFD Recommendations Description Section
Processes for managing We have established a new ESG Risk Governance structure Risk management
climate-related risks across the business. This includes the setup of three discrete Risk pages 79-82

Management Working Groups across our three lines of defence,
focusing specifically on ESG (including climate) risk issues.

We also ensure effective risk controls, policies and practices
are in place to mitigate and reduce ESG risks, provide oversight
of progress made against key objectives and flag any barriers
to success.

Integration of climate risks
into the organisation’s overall
risk management

We consider climate change to be one of the thematic sustainability
priorities within ESG risk with oversight from second line Risk &
Resilience teams. Our bespoke ESG Risk Management Framework
was implemented in 2021 and is now being integrated across

the business.

We take a holistic view of climate change risks, focusing on
transition, physical and liability risks across a range of timeframes
(Short-term: < 3 years; Medium-term: 3-10 years; Long-term:

10+ years).

Risk management
pages 79-82

Metrics and targets

Metrics to manage
climate-related risks
and opportunities

To assess climate-related risks and opportunities, we focus on
all our operational and Scope 1 & 2 investment portfolio carbon
emissions. We intend to phase in Scope 3 emissions as data
becomes more robust and are developing further metrics to
monitor and manage climate-related risks.

Climate change and
TCFD page 54

Greenhouse gas emissions

Our total operational emissions in 2021 were 52% lower than

2020. Although partly affected by COVID-19 this also reflects our
commitment to purchase renewable electricity, with 98% of our
electricity use provided by renewable energy.

This year we are also able to report our Scope 1 & 2 financed carbon
portfolio emissions for equities and debt securities. These are set
out in our climate metrics on page 54.

Climate change and
TCFD page 50

Targets to manage
climate-related risk
and opportunities

We have committed to becoming carbon net zero in our own
business operations by 2030 at the latest.

We've also committed to achieving carbon net zero across our
investment portfolios by 2050 to align with the Paris Agreement. In
2021 we published initial interim targets towards this goal for our
asset manager, and will publish interim targets for our asset owner
in 2022.

Climate change and
TCFD page 47

Progress in reporting in 2021

Our reporting under the TCFD framework is evolving in line with our response to managing climate-related risk and opportunities.
This year we have undertaken our first detailed bottom up climate scenario analysis covering equity, debt securities and real estate
portfolios and developed our Net Zero Investment Framework portfolio metrics aligned to the Partnership for Carbon Accounting
Financials (PCAF). We have published our position statements to protect biodiversity and support a just transition to a low carbon,
sustainable economy and society. In 2021 we have extended our overall ESG reporting through publishing Sustainable Accounting
Standards Board (SASB) aligned disclosures along with our annual Communication on Progress (COP) in alignment with the UN
Global Compact’s reporting framework.

Priorities for 2022
During 2022 we will continue to implement steps to deliver our 10 point sustainability plan, including progress towards the net
zero carbon commitments for our business. :

For our investment portfolios a key priority in 2022 will be the publication of interim net zero targets as an asset owner, which will
incorporate and build on the commitments we have made as an asset manager in 2021 with the inclusion of targets for externally
managed assets. Alongside this, both asset owner and asset manager will begin implementing our policy to phase out of thermal
coal investment.

We are conscious that the management of climate-related risks and opportunities, including meaningful delivery against emissions
reduction targets, is heavily dependent on the availability of reliable carbon data and methodologies. As major owners and
investors in private assets, we will continue our efforts to develop new methodologies for measuring private asset emissions.
This will help us increase the assets under management covered by our interim net zero targets.

Shareholders will be given the opportunity to vote on our climate transition roadmap through a “Say on Climate” resolution at the
AGM in May 2022.
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Climate change and TCFD continued

The role of management on climate

As part of our overall ESG strategy

we have developed an ESG Risk
Management Framework and Policy,
which defines our approach to
identifying, managing and assessing
ESG risks, including climate.
Management of actions arising from

the assessment of climate-related risks
and opportunities, such as the results of
the scenario analysis performed across
our investment portfolio, are discussed
at the Executive Risk Committee, chaired
by the Chief Risk and Compliance
Officer. In addition to this, climate risks
are also escalated within risk reporting,
which is provided to both the Risk
Committee and equivalent subsidiary
Committees, with further escalation to
the Board (and subsidiary Boards) as
required. Management of actions arising
from the assessment of climate risks
and opportunities are discussed by the

Our sustainability objective, with regards
to ensuring that customers and clients
can invest purposefully, joining us on

our mission to help to fix the planet, is
sponsored by the Chief Customer and
Innovation Officer.

Qur Environmental Policy is sponsored
by our Chief People and Corporate
Affairs Officer. This policy supports our
goal to achieve net zero by 2030 across
our operational activities.

As part of our overall ESG strategy,

as set by the Board, the responsibility
for ESG investment policy, on the asset
management side, has been assigned
to the Chief Investment Officer (CIO).
Effectiveness of climate investment
strategy is reported to the Executive
Investment Committee, which the

CIO chairs.

One example of these committees is
the monthly Investment Leadership
team meeting, in which material ESG
issues (including climate-related) and
ESG policy decisions are escalated for
decision by the CIO.

Remuneration

Our Executive Committee all have
sustainability objectives within their
personal performance management
scorecards, which are cascaded
within each of their organisations

as appropriate.

The executive LTIP arrangements for
2021 include a 7.5% weighting attributed
to sustainability, focusing on reducing
the Company's Scope 1,2 and 3
emissions, relative to the 2019 base year.

More information on the Role
of the Board in ESG governance

. . . Management, as members of the Page 87
Executive Committee, as required. ; )
Group Executive Committee, report
All sustainability disclosures and directly into the Chief Executive,
reporting are presented to the allowing material climate and other
Management Disclosure Committee ESG issues and policy decisions to be
(MDC) for approval, prior to the Group escalated to the Board accordingly.
Audit Committee. The MDC is chaired In discharging their responsibilities,
by the Chief Financial Officer. management attend various committees
and initiatives to enable information
sharing between business units and
to monitor climate-related issues.
Board oversight
Regulated
Fund Board Entity Board! M&G plc Board

Accountability and oversight of ESG for the
products/investments within their remit

Responsible for setting Group's business strategy including ESG, purpose,
values and culture

Audit Risk Remuneration Nomination
i Includesthe Committee Committee Committee Committee
With-Profits Committee.
Reporting Assessment of Senior Management Board Skills
and Assurance Climate Risk Remuneration and Experience
Targets
Executive oversight . .
Executive Committee

Responsible for implementing the Group's business strategy including ESG, purpose,
values and culture, and setting ESG priorities

Executive Investment
Committee

Management
Disclosure Committee

Executive Risk
Committee

Climate Investment Strategy

Reporting and Disclosure

Assessment of Climate Risk
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Our climate strategy and targets

Strategy

Climate change, biodiversity loss

and ecosystem collapse are now
recognised as a global risk in terms
of likelihood and impact, affecting all
geographies, sectors and economies.
Addressing these risks requires a
systemic shift in global production
and consumption, and in the way

the financial sector allocates capital.
Insufficient action today increases the
risk of much greater policy action in
the future, disorderly transitions and
market shocks.

We recognise that the actions required
to address these risks are likely to have a
material impact on our business, clients,
customers and shareholders.

Climate has been an area of focus
during 2021, and has helped shape

new propositions within our Planet +
range of sustainably-focused products.
Our Business Plan takes into account
demand when forecasting AUMA and
therefore will indirectly include the short
term impact of growing demand for

ESG integrated products. In additional
to this all market indicators used in the
Business Plan and to derive forecasts
over the projection period, including
relevant market returns are assumed to
include all currently available information
regarding the effect of climate risk on
specific sectors.

Due to the horizon of the Business Plan
(3 years), only the short-term transition
risks are considered relevant.

Physical and transition climate risks
have also been assessed as part of

our Own Risk Solvency Assessment
(ORSA). This included stress-testing
our solvency coverage ratio across 3
climate scenarios, covering different
climate pathways over a 30 year time
horizon, with varying levels of transition
to a low carbon economy (including

nil transition).

Under each of the scenarios tested, the
results remained within our solvency risk
appetite, demonstrating our resilience as
a business.

Our priority, as part of our 10 point
sustainability plan, is progress towards
our net zero carbon commitments.

This is the most significant way we

can directly reduce our contribution to
climate change as a business. This forms
part of our key strategic priorities under
One M&G for 2022.

Our net zero commitments are
supported by a number of initiatives,
from implementation of our coal
policy, to updating our product range,
continuing to transition our existing
European funds to SFDR Article 8/9
standard on sustainable investing.

As an international savings and
investments business we aim to use
our influence in the financial services
sector to press for change, through

a combination of leveraging investor
power and collaboration with regulators
and organisations helping to fight
climate change.

Our net zero commitments

The Inter-Governmental Panel on
Climate Change (IPCC) has concluded
that to keep global warming under
1.5°C, carbon emissions will have to be
cut by 45% between 2010 and 2030
and reach net zero by or before 2050.
That is why we have committed to being
carbon net zero in our own operations
by 2030 at the latest, and to achieve
carbon net zero investment portfolios by
2050. When referring to our investment
net zero targets this includes Scopes

1, 2 and 3 carbon emissions (including
investments, operations, supply chain).

Thermal coal is the single largest source
of CO, in the power sector and one

of the largest contributors to climate
change. It is therefore a priority in our
climate planning due to its material
impact. In order to limit global warming
to 1.5°C, the IPCC indicates that
combustion of thermal coal needs to
be phased out by 2030 in OECD and
EU countries and by 2040 (latest) in
developing countries, with around 80%
of the reduction occurring within the
next decade.

As an asset owner and asset manager
we have committed to play our part by
phasing out thermal coal from our public
listed investments to these timescales.
You can read more about this on page 51.

In setting a later target for developing
countries, we recognise that the effects
of addressing climate change should

not be disproportionately borne by

the poorest. We believe that the costs
and benefits of the transition to a more
sustainable economy should be shared
fairly between generations, communities
and regions, a position set out in our Just
Transition statement published in 2021.

Our operational targets

We aim to become carbon net zero by
2030 across our corporate operations.
The impact of our corporate emissions
is relatively small compared to that of
our investment portfolios, but we aim to
lead by example and therefore have set
ourselves net zero targets, aligned with
the Paris Agreement. When referring to
our operational net zero targets these
are defined as below:

- reduce our Scope 1 & 2 (market
based) carbon emissions from our
direct operations by 46% by 2030
from a 2019 baseline. The remainder
of our Scope 1 & 2 emissions will then
be offset.

- reduce our Scope 1and 3 business
travel carbon emissions by 46%
by 2030. Similarly the remaining
emissions will be offset.

- engaging with suppliers on science
based emissions targets, with an
aim to cover a minimum of 67% of
our Scope 3 supply chain emissions
by 2030.

We have also committed to purchase
100% renewable electricity across our
operational estate by 2025.

“Embedding the principles
of sustainability throughout our business
means embracing constant change,
at a pace far greater than any we have
experienced in our 170-year history.”

John Foley
Chief Executive
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Climate change and TCFD continued

How climate risk is built into
our operations

Reporting

For our corporate activities we report
on our Scope 1, 2 & 3 emissions on at
least an annual basis and obtain third
party verification across Scope 1 & 2
and most applicable Scope 3 emissions
(see pages 49-50).

Culture

We have rolled out mandatory training
for all colleagues to raise awareness

of the actions the business is taking to
address key issues around sustainability,
including climate, and how they can
support these behaviours. In 2021 we
also launched a campaign “Carbon Zero
Heroes", where colleagues shared their
climate stories and have developed an
internal hub which hosts sustainability
information and resources that all
colleagues can access.

Risk assessments

We have an Environmental Policy
which is applicable to all of our offices
internationally which details the
requirements we have set for our
own environmental footprint from the
operation of our buildings, business
related travel and our supply chain.
During 2021 we engaged with each
of our offices on their environmental
performance to understand
opportunities for improvement.

We also maintain an environmental
management system certified to
1SO14001 across much of our UK

estate and will extend the scope of the
certificate to include more UK offices

in 2022. Our other office locations align
with the principles of our environmental
management system.

Our UK environmental management
system includes a sustainability

risk assessment for our corporate
operations. As part of this process we
understood our impact linked to home
working as a new material source of
carbon emissions. As a result we have
purchased carbon off-sets which cover
our business travel and estimated
colleague homeworking emissions in
2021. We also launched a green energy
switching service for our UK colleagues.
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We are committed to procuring high
quality off-sets externally verified by
Gold Standard and Verified Carbon
Standard and support the Oxford
Principles for Net Zero Aligned
Carbon Offsetting.

Office energy use

In 2021 we reduced our emissions

in relation to office energy use by
significantly more than our annual target
of 4.2%, due to reduced occupancy
relating to COVID-19 and through
continued adoption of energy attribute
certificates (EACs) and green tariffs.

In 2021 98% of our electricity use was
provided by renewable energy (74%
via procurement and 24% via EACs).
The remaining 2% could not be covered
due to a limited availability of green
energy in those locations. We will
continue to target reductions in our
Scope 1 & 2 emissions from our offices,
whilst also working towards our 100%
renewable electricity commitment.
Our office selection now includes
requirements around energy use and
type as well as increased use of tools
such as green lease clauses to enable
better provision of environmental data.

During 2021 we made changes to our
offices to reflect how our colleagues will
use our spaces moving forward.

We have also completed lamp
replacements in our Bath office switching
to LED, expected to reduce lighting
energy use by 40% in that office.

Waste

We aim to reduce the volume of waste
each of our offices generate, maximise
recycling rates and minimise the

amount we send to landfill. Qur UK
operational recycling rate for 2021 was
66%. We have a zero waste to landfill
commitment for our UK offices where we
have operational control and promote
this as best practice for all other offices.

Travel

In 2021 our business travel emissions
were 96% lower than our 2019 baseline,
and represented 16% of our operational
emissions. The reduced emissions
from business travel were largely due
to ongoing travel restrictions across

the world during 2021 as a result of
COVID-19.

While travelling will be necessary

in some circumstances, we are
encouraging colleagues to maintain
reduced levels of business travel
emissions through continued use of
technology and adoption of lower
carbon modes of travel. To support
this, where colleagues use our central
travel booking system we will provide
colleagues with carbon impact data
at point of booking to help them make
informed decisions.

For our company fleet we have
implemented an ultra-low emission
vehicle policy for all company cars and
aim to transition our car fleet to fully
electric vehicies by 2026.

CDP
In 2021 we achieved a rating of B (2020:

" A-) from CDP, which assesses how

businesses are responding to climate
risk and opportunities. Our rating
represents a fall from the previous year
and aligns with the average score for
the financial services sector as CDP
continue to evolve their disclosure and
scoring system in response to market
needs and the rising urgency of the
environmental challenges.

Suppliers

The goods and services we procure

are a significant source of Scope 3
emissions for our corporate operations.
Throughout 2021 we met with a
selection of our suppliers which make
up 68% of our supply chain carbon
emissions (based on a 2019 baseline)
to understand their sustainability plans
and how their operations impact on our
Scope 3 carbon emissions.

We have updated the sustainability
requirements in our Supplier Code of
Conduct and now require all suppliers
to have clear procedures in place to
ensure direct and indirect environmental
impacts associated with goods and
services are understood, measured and
managed. All our supply chain decisions
that involve a market assessment now
include environmental factors as part

of the decision-making criteria.

Enforcement actions

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



Progress towards net zero

In 2021 overall our operational emissions have reduced, this is as a resuit of lower business travel and lower building occupancy,
due to ongoing restrictions associated with COVID-19 and our purchase of renewable electricity. Whilst this has aided in our
journey towards achieving our emissions targets for business operations this year the challenge moving forward will be to
maintain the progress we have made, through the initiatives highlighted in how climate risk is built into our operations.

Total operational CO,e emissions

10,000 9,449
9,000
8,000
7,000
6,000

5,000

CO,e emissions

4,000
3,000

2,000 1,601

368
169
l .

2019 2020 2021
Year

1,587 , 5,9 1,500

1,000

0

W Scope1 ® Scope2 B Scope 3 (as defined on page 50)

Our operational performance for the year

Similarly in 2021 our office environmental performance has continued to be impacted by the COVID-19 pandemic. Many of
our offices, particularly in the UK, have not been fully operational throughout the year as staff continued to work from home.
Inconsistent occupancy levels have resulted in unusual performance patterns compared with a typical year.

Restated Restated

2021 2020 2019

Global carbon emissions - Scope 1 & 2 (market based) (tCO-e) ' 1,769’ 2,916 4,007
Energy use for électricity and fuel (MWh) ' 21,604 19,417 25,686
Water consumption across occupied estate (m3)# 17,516’ 12,250 32,385
UK waste from.operational activities (tonnes) 141 188 365
UK waste from operational activities - Scope 3 emissions (tCO-¢e) 92" 169 ~ 502
Travel emissions (business travel - Scope 3 and company vehicles - Scope 1&2) (tCO.e) 348 1,752 9,852

*  KPMG has provided limited assurance over selected metrics in 2021 (as indicated by * here) in accordance with “International Standard on Assurance
(UK) 3000” - "Assurance Engagement other than Audits or Reviews of Historical Financial Information (ISAE (UK) 3000)" and, in respect of the
greenhouse gas emissions, in accordance with “International Standard on Assurance Engagements 3410" - “Assurance Engagement on Greenhouse
Gas Statements (ISAE 3410)", issued by the International Auditing and Assurance Standards Board. The assurance statement can be found on
our website.

i 2020 data has been re-stated to include updated data. Previously modelled data included a small number of proxied data points.

ii 2019 data has been re-stated to calendar year. Previously disclosed October 2018 to September 2019 in the 2019 annual report.

ii Theincrease in water consumption is the result of an increase in the number of offices reporting consumption - 22in 2021, up from 13 in 2020.
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Climate change and TCFD continued

Greenhouse Gas Emissions Statement

We have compiled our globat 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 1 & 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 (including use
of company electrical vehicles), 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. Qur Scope 3 footprint 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 operational control.

We continue to review the extent of our Scope 3 reporting and increase coverage where practicable. Please refer to our Basis
of Reporting for further detail on our methodology, which can be found on our website.

2021 2020 2019
UK Total UK Total UK Total
Scope 1(tCO,e) Natural gas, oil 1,531.28 1,600.57* 1,454.58 1,587.03 1,936.40 2,127.56
i (generators), vehicle
fleet, refrigerants
Scope 2 (tCO.e) Electricity, Purchased 2,237.37 4,215.02* 2,208.00 3,214.14 4,213.00 5,848.90
Location based heat and steam-
Scope 2 (tCO,e) Electricity, Purchased 2.56 168.50" 188.73 1,328.68 105.00 1,879.90
Market based heat and steam
Scope 1& iwhen reporting totals 1,533.84 1,769.07* 1,643.31 291572 2,041.40 4,007.46
2 (tCO.e) market-based emissions
are used
EAC volumes (MWh) 43 3,555
Energy Energy use (kWh) 17,837,006 21,919,921* 16,782,421 19,416,554 22,940,668 26,205,149
tCO.e per FTE 0.31* 0.52 0.74
(Scope 1&2)
2021 2020 2018
Air travel (booked through central travel booker) 251.96* 1,281.00 8,946.00
Land travel (booked through central travel booker) 20.56* 46.30 126.60
Water (global where available data) 2.65* 4.22 1118
Scope 3 (tCO:2) .~ te (UK only) 92.35° 169.00 _ 365.00
Total 367.52* 1,500.52 9,448.78
Global Scope 1,2 and 3 (tCO.e) 2,136.59* 4,416.24 13,456.24
Reporting period: 1 January 2021 to 31 December 2021
Baseline year: 2019 .
Independent KPMG has provided limited assurance over selected environmental metrics (as indicated by *) in
Assurance: accordance with “International Standard on Assurance (UK) 3000" - “Assurance Engagement other

than Audits or Reviews of Historical Financial Information (ISAE (UK) 3000)" and, in respect of the
greenhouse gas emissions, in accordance with “International Standard on Assurance Engagements
3410” - "Assurance Engagement on Greenhouse Gas Statements (ISAE 3410)", issued by the
International Auditing and Assurance Standards Board.

The assurance statement can be found on our website.

Consolidation
(boundary) approach:

Operational contro!

Consistency with
financial statements:

M&G plc owns and manages assets which are held on its balance sheet in the 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 2021 GHG Conversion Factors.

Scope 2 calculations use the IEA GHG 2021 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
methodology:

The Greenhouse Gas Protocol Corporate Accounting and Reporting Standard, as amended in 2004.
UK Government Conversion Factors for greenhouse gas (GHG), 2021 - for energy conversion from
passenger vehicles

Materiality threshold:

5%

Data restatements:

See footnotes on page 49 for restatements made to prior years.
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Climate and our asset manager

Climate targets
and commitments

As an asset manager we have committed
to achieve carbon net zero investment
portfolios by 2050, across our total assets
under management, and to align with
keeping global warming to 1.5°C.

In 2021, as a founding member of the

Net Zero Asset Managers Initiative, we
published our initial interim net zero target
for 2030 to reduce Scope 1 & 2 carbon
emissions by 50% for £58 billion in public
listed equities and debt securities, using
2019 as the baseline year. The £58 billion
committed represents 20% of our total
AUM as an asset manager, excludes our
real estate portfolios and is managed

on behalf of our internal asset owner.
Scope 3 emissions are not included at this
stage due to poor data availability.

By focusing initially on this pool of
assets, we will develop best practices in
alignment to net zero and be in a good
position to add further assets under
management over time.

Pathway to net zero

Our journey towards our net zero target
has four main tracks:

- Engaging with investees to ensure they
have science based, carbon transition
plans aligned with the goals of the
Paris Agreement.

- Engaging with clients and customers
to encourage a move towards
Paris-alignment of mandates and
fund objectives.

- Increasing capital directed to climate
solutions, companies and projects.

- Transitioning portfolios, or if
unsuccessful, divesting.

These will be supported by:

- Collaboration with regulators and
other organisations to improve climate
data reporting and standardise
measurement methodologies.

- Collective action to accelerate investee
alignment to the Paris Agreement
climate goals.

Continuous development of our
own processes, data and reporting
to enable us to deliver effectively
and accountably.

Similarly for our direct real estate
investments we are focusing on the
following areas to achieve net zero:

- Reducing operational and embodied
carbon emissions from our properties.

- Taking our occupiers on the net
zero journey to align to our 2050
climate commitment.

- Reducing emissions through
onsite renewable energy as well as
procurement of green electricity.

We are one of the founding signatories

of the Better Buildings Partnership (BBP)
Climate Change Commitment, which
supports our net zero commitment across
our real estate portfolio.

Net zero investment
framework

Our new Net Zero Investment
Framework (NZIF) draws on our work
as a member of the Paris Aligned
Investor Initiative and the Institutional
Investor Group on Climate Change
(IIGCC) to establish actions, metrics
and methodologies to enable us to
decarbonise our portfolios, reduce
climate-related risk and allocate more to
climate solutions. We do not take a linear
approach to decarbonisation because this
can create unintended consequences:
such as incentivising divestment to

pass the problem onto someone

else, and missing out on transition
related opportunities. We believe that
encouraging intensive emitters to put in
place robust transition plans and invest
in climate solutions is a more responsible
and effective approach.

Coal

Phasing out thermal coal from our
investment portfolios is key to achieving
our net zero targets. Our position

on thermal coal is a forward-looking
approach which supports investee
companies which have credible science
based thermal coal phase-out plans
compatible with IPCC recommended
timelines. During 2021, we have
performed extensive screening and
analysis of our portfolios to understand
our exposures and flag investees of
concern. We have been engaging actively
with these investee companies to identify
those which cannot or will not align to
our position and are thus candidates for
divestment from April 2022. In parallel,
we have been working with clients

and our regulator to secure the
required consent to implement this
policy across our mutual fund ranges
and segregated mandates.

Client engagement

We are committed to supporting all

our clients to make informed climate
decisions and increasing the numbers
and proportion of those committed to net
zero by 2050, which will in turn enable us
to expand the coverage of our own net
zero targets. A number of our segregated
clients have set, or are setting net zero
targets for their assets at scheme level,
and we are working with them to align
their mandates.

Data and analysis

Across the asset management industry,
the biggest challenge in understanding
climate risk and measuring progress

is availability of reliable corporate
targets and emissions data: particularly
Scope 3 emissions data, and data for
private assets.

In a bid to overcome this challenge

we have developed a wide range of
proprietary tools. These are available to
our analysts and investment teams to help
them identify, understand and assess
climate risks for different types of assets,
drawing on a database of ESG information
refreshed daily by our data vendors.

In 2020 we developed a proprietary
Integrated ESG Scorecard which
acknowledges the qualitative nature

of many ESG considerations within the
context of a structured and disciplined
framework. With this scorecard, we are
able to perform climate vulnerability
assessments for over 1,400 companies,
looking at the potential risks and
opportunities from possible transition
scenarios. We have also developed a
separate scorecard for asset-backed
securities transactions.

Other tools include:

- Our Climate Dashboard which collates
quantitative outputs alongside
artificial intelligence (Al) to deliver
contextual climate information.

- Our Portfolio Analysis Tool which
allows fund managers to visualise
their portfolios against existing
or prospective ESG benchmarks,
including NZIF climate metrics, and
can provide a forecast trajectory of
emissions across portfolios.

We have also recently developed an

Al based tool to estimate emissions of
privately owned companies which do not
publish carbon data.
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Climate change and TCFD continued

Image removed

Filling carbon data gaps

In order to understand and manage climate risk in our
investment portfolios, and guide our transition towards net
zero, we need to be able to assess and monitor portfolio
level carbon emissions closely. As major investors in private
assets, this is a particular challenge because unlike public
listed companies, private companies generally do not

‘ disclose detailed financial and environmental data.

To help address this problem, we built the “Carbonator”,

a web application that combines multiple machine learning
models to estimate Scope 1 and 2 emissions of private
companies based on the business features and reported
emissions of public listed companies. Armed with this
information, our analysts can compare the estimates against
the relevant peer group and use the results as a basis for
climate engagement with an investee company.

Across our real estate portfolio our
current environmental data management
programme captures environmental
performance data (including energy
and carbon) on all assets where we
have operational control on energy

use, water and waste. We also

engage with occupiers to gather the
environmental data for assets where
they have operational control. This data
is subject to a rigorous quarterly review
process and annual collation by our
external consultants.

Sustainable investment
opportunities

In 2021 we grew our Planet + range of
sustainably-focused products to 20,
with c.£5 billion in AUMA. These offer
customers a wide choice of ESG-
screened, sustainable and impact
strategies across different asset
classes and themes. The M&G Climate
Solutions Fund, for example, aims to offer
customers capital growth and income
by investing in companies tackling the
challenge of climate change through
clean energy, green technology or the
circular economy.
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The M&G Global Sustain Paris Aligned
Fund only invests in companies which
have science-based targets to reach net
zero by 2050, or which have significantly
lower carbon intensity than the

fund’s benchmark.

The Catalyst team deployed over

£650 million on behalf of the asset
owner into sustainability-focused
private investments by the end of 2021,
with a further £633 million committed.
These included companies aiming to
mitigate or reduce climate risk, such as
carbon-neutral transport solutions, and
carbon capture and storage. An example
is our investment in Storegga
Geotechnologies, which you can read
more about on page 39.

During the year, Infracapital, our private
infrastructure equity arm, held a final
close of its latest greenfield infrastructure
investment strategy, raising €1.5 billion
from a global investor base. Of this,
more than 50% of the capital has been
allocated to businesses at the forefront
of supporting the decarbonisation
agenda and digital connectivity in
Europe including EV battery storage,
electric buses, and thermal battery
energy solutions.

Next steps

Our key priority for 2022 is the integration
of the NZIF and scenario analysis

output into decision-making across our
investment teams. Leveraging our NZIF
data platform, we will work on building
bottom up transition plans to enable us
to set targets for sub portfolios, sectors,
financing transition and engagement.

Our other priorities include:

- Scaling our portfolio emissions climate
targets through client engagement.

- Implementation of our coal policy.

- Continuing engagement with our
Climate Hotlist investee companies
to understand their climate
transition plans.

- Growing our Planet+ range of
sustainably-focused strategies.

In terms of direct real estate investments,
we are strengthening our consideration of
physical and transition risks (specifically
energy efficiency and net zero carbon
performance) by undertaking work to set
interim targets at fund levels.

Following on from scenario analysis, we
are undertaking a detailed physical risk
review of our highest risk investments and
going forward will be working to enhance
our capabilities to pre-screen potential
investments for climate risk.



Climate and our asset owner

Climate targets
and commitments

As an asset owner, sustainability is a key
part of our decision-making. Our belief

is that businesses and behaviours that
reflect ESG best practices, including
proper consideration of climate related
risk and opportunities, are better
positioned to deliver sustainable success
over time horizons that meet the needs of
our savers and policyholders.

In September 2021 we joined the
UN-convened Net Zero Asset Owners
Alliance (NZAOA), the global institutional
investor group acting to help limit global
warming to 1.5°C as outlined by the Paris
Agreement. As an NZAOA member we
are committed to transition £128 billion
of our investment portfolios to net zero
carbon emissions by 2050.

In 2021 we began the process of
implementing our position on thermal coal

to meet our 2030 and 2040 commitments.

This work has been performed alongside
our asset manager, M&G Investments.

Pathway to net zero

To provide transparency on how we are
delivering on our climate commitments,
we have also become a signatory of the
Principles for Responsible Investment
(PRI}, the UN-backed organisation
promoting the integration of ESG

factors in asset ownership decisions.
Our responsible investment activities will
be assessed by PRI annually from 2023.

In 2021 we became signatories of the
Financial Reporting Council Stewardship
Code, which sets high stewardship
standards for those investing money on
behalf of UK savers and pensioners, and
those that support them. We have made
our first submission to the Code, outlining
how we comply with its 12 principles
that demonstrate effective investment
stewardship, and we will be making our
second submission in 2022.

Integrating climate risk
into asset allocation/
manager selection

We consider climate risk as a key
investment risk when setting our asset
allocations, alongside other investment
risks. We therefore incorporate climate
risk analysis into our investment
assumptions and modelling processes,
which are used to generate strategic
asset allocations.

We have processes in place internally to
monitor and report on the effectiveness
of our climate investment strategy to the
Executive Investment Committee for PAC.

We conduct scenario analysis in order to
assess the exposure to climate-related
risks of our assets under management
across asset classes and geographies.
This analysis enables us to assess the
exposure of our portfolio to climate risk
on a forward-looking basis using various
scenarios. We then convert exposures
into risk measures for different asset
classes and regions in aggregate, whilst
remaining cognisant of significant
heterogeneity within each asset class.

In addition to scenario analysis, we also
consider measures of climate vulnerability
and adaptability when we assess country
risk. Such measures help us modify and
make more precise the risk premium and
volatility assumptions we use for portfolio
construction. Countries categorised as
high climate risk exposures are given
higher volatility assumptions, impacting
their allocation within our risk budget.
Within the regions we consider, both
Asian and other emerging markets appear
as higher risk from a climate perspective.

Where there is sufficient heterogeneity
among companies listed in a particular
market, we take into account the
performance of these on various ESG
measures, of which climate metrics

are a key component. We may then
construct a customer benchmark index
to ensure the portfolios are tilted in such
a way as to better optimise their climate
risk exposures.

We may also employ techniques

such as portfolio exclusion (e.g.
companies deemed to be in breach of the
United Nations Global Compact Principles
on the environment), and encourage
engagement from our asset managers
with companies we invest in to change
their behaviour to reduce their exposures
to climate risk.

ESG risks including climate are also
integrated into the asset owner’s
manager selection and ongoing
investment due diligence through the
initial screening process; investment due
diligence meetings; and mandate design.
One example is our £5 billion Catalyst
mandate, which has climate risk at

its forefront.

In 2021, we worked alongside our

asset manager, M&G Investments, as it
committed to reduce carbon emissions
by 50% by 2030 for £58 billion in public
listed equities and debt securities, all of
which represent funds managed on our
behalf as an asset owner.

Next steps

As a result of our NZAOA membership
we have committed to publish interim
targets every five years. Our priority for
2022 is to develop an appropriate NZAOA
interim carbon emission reduction target
for 2030 and will continue to build on

this with the addition of targets for our
externally-managed portfolios. The target
will be science based and in line with the
Paris Aligned Investment Initiative Net
Zero Investment Framework and NZAOA
Target Setting Protocol. We are currently
embedding the monitoring and reporting
required for the NZAOA.
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Climate change and TCFD continued

Climate metrics

Over the past 12 months we have made significant progress, enabling greater transparency through an expanded set of climate-
related metrics, which build on the weighted average carbon intensity (WACI) disclosed in our 2020 sustainability report, to
include financed carbon emissions across equities and debt securities. WACI published in our 2020 Sustainability Report is not
directly comparable due to differing methodology and having historically been calculated in USD. Calculation of these metrics
is an important step forward in our commitment to improving transparency and monitoring progress towards our climate
commitments and targets.

Financed carbon emissions and weighted average carbon intensity have been calculated in line with the approach prescribed
by the Partnership for Carbon Accounting Financials (PCAF), utilising data sourced from Morgan Stanley Capital International.
More information on the basis of these calculations and limitations is set out in the supplementary information on page 316 and
results should be interpreted taking these limitations into consideration.

The coverage of these metrics represent 59% of total AUMA, excluding real estate and cash.

Debt

Overall  Equities securities

Financed Carbon Emissions - Scope 1& 2 (mn tCO.e) 12.41 7.4 5.00
Financed Carbon Emissions/AUM - Scope 1 & 2 (tCO,e/£m invested) 100.60 109.23 90.06
Weighted Average Carbon Intensity (tCO,e/Em sales) 244,00 250.42 238.37

Emissions data has been compiled for our direct real estate assets, however due to the work involved to collate this data the most
recent figures available are for the year ended 31 December 2020. These have been calculated as follows:

- Scope 1: Emissions from the combustion of fuel e.g. from use of gas to heat buildings.

- Scope 2: Indirect emissions from electricity consumption or other energy generated by third parties.

- Scope 3: Indirect emissions from our value chain e.g. occupier energy consumption, emissions from materials purchased,
and our supply chain emissions.

The carbon emissions below represent 100% of the direct real estate equity portfolio held by our internal asset owner as at

31 December 2020. The asset manager figures account for 90% of direct real estate 2020 AUM of £32 billion (excluding cash).
Carbon emissions are not provided for indirect externally managed funds and for a limited number of discretionary funds where
we continue to engage with investors to enable gathering this data

Asset Manager Asset Owner
GHG Emissions Scope 18& 2 (tCO.e) 82,892 35,157
GHG Emissions Scope 1, 2 and 3 (tCO,e) 689,868 351,558
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Climate impact on our investment portfolio

We have conducted detailed work

with analytics providers on scenario
analysis to evaluate how various climate
scenarios could affect the future value
of our AUMA. These climate scenario
models serve as a lens to assist better
awareness and understanding showing
physical and transition risks present
across our holdings. This will better
equip us to integrate climate into
decision-making and enact mitigation
and adaptation planning in our
portfolios, while working toward our net
zero commitments.

High level methodology

M&G procured the services of two third
parties to undertake scenario analysis
at the asset/counterparty level: Baringa
Partners for financial assets (listed
equities and public debt securities); and
Marsh for real estate asset modelling.
Physical risk for each was supported

by the Cross Dependency Initiative
(XDI). Both third parties are industry-
leaders, and have extensive experience
undertaking climate scenario modelling.

Limitations

Scenario analysis involves making a wide
range of assumptions about the future
state of the world and translating these
assumptions into company and security
impacts. All scenario analysis is, by its
nature, uncertain. Climate scenario
analysis in particular is limited by

the complexity of projecting future
climate states and challenges sourcing
reliable and complete data required to
complete counterparty-level modelling.
Details of the modelling assumptions
applied and limitations is set out in

the supplementary information on
pages 314-318 and results should be
interpreted with these in mind.

Key outputs

The equities and debt securities climate )

change model provides outputs based
on three scenarios:

- Anorderly 2°C scenario, predicting a
1.6°C temperature rise by 2081-2100
as a result of immediate climate action.

- Adisorderly 2°C scenario, in which
climate action is not taken until 2030.

- A 4°C scenario, which predicts an
average temperature change of 4.3°C
by 2081-2100, assuming no global
response to climate change.

The model produces key outputs
of Value at Risk and Temperature
Alignment for each year of the
projection period.

The real estate asset modelling output is
limited to Representative Concentration
Pathway (RCP) 2.6 and 8.5 only, as
produced by the IPCC. These broadly
align to the orderly 2°C scenario and a
4°C scenario. The output of this model is
limited to Value at Risk due to the nature
of the investments.

Value at Risk identifies how much

of an asset's value could be lost
based on global carbon prices, major
electrification and damage to physical
assets as a result of extreme weather.
The model quantifies the extent to
which physical and transitional climate
risks impact the value of our equity,
debt securities and real estate assets,
including anticipating default rates
onloans.

The temperature alignment metric
indicates an asset’s alignment to a
particular future temperature change.
The equities and debt securities

climate change model uses companies’
historical emissions data to predict
future emissions intensity, and compare
these projected figures against sector-
and region-specific pathways, to provide
a temperature alignment metric for each
asset. This metric is a valuable tool in
identifying outliers in portfolios, and
when aggregated to portfolio level can
be a useful tool in setting strategy and
investment decisions.

Asset selection

Modelling every counterparty on a
bottom up basis across all funds is

not yet feasible at this stage due to

the availability of corporate climate
information. We have however ensured
that the models have good coverage
across all key funds and biggest
counterparties, and cover three of

our most significant asset classes:
equities, debt securities and real estate.
Where appropriate, we have proxied
missing data points against industry,
sector and geographical averages to
improve asset coverage.

For the asset owner, we have modelled
the largest with-profits portfolio
(where our PruFund Growth productis
invested) and our largest shareholder
annuity portfolio. Coverage by asset

is not complete, in particular we have
only modelled our publicly listed
assets (where data is available) and our
property portfolio. Little data is currently
available for our private and alternative
assets. We will develop our capabilities
as models are enhanced and data
collection improves.

In total, the models covered around 63%
of total AUMA, excluding cash.

The equity and debt securities
results represent 1,755 distinct
counterparty/security exposures
covering ¢.£184 billion of AUMA.

The assets modelled cover all sectors
and geographies to which we have
significant exposure.

Our Real Estate results represent 876
distinct assets.

Further enhancements

For future iterations of our TCFD
scenario analysis, we will aim to:

- More fully model our balance sheet,
incorporating consideration of
liabilities (and perhaps capital position)
alongside our asset portfolios in each
climate scenario.

- Improve data coverage across asset
classes other than equities, debt
securities and property. We are a
diversified investor with a material
portion of our asset portfolios invested
in alternative and private assets which
are not currently included in our
scenario analysis modelling due to
current data limitations.

- Carry out scenario analysis across
asset portfolios other than the ones
specified in this report.

Ultimately, the objective of this scenario
analysis is to highlight upcoming trends
and inform users on how our business

is exposed to future climate change

risk at a counterparty, sector, and
portfolio level. These results can then
be integrated into our business strategy.
in order to do this more effectively, the
scope of the analysis should be as wide
and comprehensive as possible.

Whilst working to improve coverage
we are also developing an approach to
embed insights from scenario analysis
within wider strategic investment
decision-making. Over time this will
improve our resilience to the effects

of physical and transitional climate risk.
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Climate change and TCFD continued

Equities and debt securities
climate change model resulits

Under all 3 scenarios, equity valuations fell
to varying degrees over time. Equities are
most severely hit in the 2°C scenarios
with the timing of the shock immediate

in an orderly transition and delayed to
€.2030-2035 in a disorderly transition.

In contrast, under the 4°C scenario
equities perform relatively well.

Without the need to adapt and transition
impacts are limited to those companies
which are most exposed to physical risk.

In a similar way to equity valuations,

the model predicted a fall in the value

of corporate debt securities across the

. three scenarios, with severity and timing
depending on the scenario in question.
However the impacts are less severe
than those modelled for equities.

For both equities and corporate debt
securities the 4°C scenario results
in the least impact on valuations.
This is because we have concentrated
on modelling first order impacts on
companies, (e.g. carbon prices) and not
necessarily modelled potential second
order impacts (such as demand factors
driven from GDP changes). This model
is also limited by the 2050 timeline,
after which, the effects felt as a result

_ of physical risk may be more severe.

The shocks in value to government debt
securities followed the same trend as the
shocks to the corporate debt securities,
however the 4°C scenario (in which
physical risk plays a key impact) is more
significant in respect of sovereigns.

The results for our public equity and
debt security investments as an asset
owner form a subset of this analysis
and are set out on pages 316.

Real estate asset modelling

Under each scenario assets were rated
low, medium or high risk (high risk being
at least 1% marginal value at risk by
2100). The key conclusions of our real
estate analysis are as follows:

- Under an orderly 2°C scenario (RCP
2.6) between 5.8% and 8.6% of assets
will be rated high risk by 2050 and
2100 respectively.

- Under a 4°C scenario (RCP 8.5)
these percentages increase to 6.2%
and 11.3%.

Further detail on our real estate analysis
is set out on pages 317 to 318.
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Climate stewardship and engagement

Why and how we engage

As an active investor, and stewards

of our customers’ assets, we have a
responsibility to use our expertise to
identify climate risks and opportunities,
and to use our influence and our votes to
press for positive change. In particular, we
believe investors have an important role to
play in encouraging businesses with high
fossil fuel exposure to meet long-term
energy and infrastructure needs in a more
sustainable and responsible manner.

Engagement as
an asset manager

Central to our NZIF are our own dedicated
Climate Hotlist and Thermal Coal
engagement programmes to encourage
investee companies to adopt science
based emissions targets and robust plans
to achieve these.

Climate

Our climate engagement programme
focuses on a target Climate Hotlist of 100
investee companies, updated every six
months based on highest emissions and
largest M&G-wide exposure. We have a
specific engagement strategy for each
company with a clear objective, key
performance indicators to determine
progress to delivery, and a timetable for
engagement, tracked by our engagement
dashboard. Overall, we expect companies
to commit to reaching net zeroin line

with the Paris Agreement, and to provide
credible targets and metrics for how they
willdo so, preferably evidenced by the
Science Based Targets initiative (SBTi).
We also specifically engage on strategy,
disclosure, stranded asset risk, goals and
targets to achieve decarbonisation.

If we find that investee companies are
not making adequate progress on these
objectives we will use our vote to hold
Directors to account. As a last resort, if
we feel that investees cannot or will not
commit to Paris-alignment, we can divest
from the company.

We also work with the Climate Action
100+ (CA100+) programme of leading
institutional investors to engage
collectively with major emitters.
Through the course of 2021, M&G
Investments continued to participate in
CA100+ collective engagement groups.

We represent the over 600 investor
members of CA100+ in engagement
with various investee companies,
covering industries such as mining and
manufacturing, and are active members
of working groups on two multinational
energy companies, and a large
chemicals company.

The groups have continued to
concentrate on the updated CA100+
Benchmark, and to keep pressure on
the companies’ disclosure weaknesses.
In addition, we sit on the IIGCC
Corporate Programme Advisory Group,
which helps set future CA100+ priorities,
the IIGCC Escalation Working Group
and we recently joined the Net Zero
Stewardship Working Group.

Coal

Our dedicated coal engagement
programme is currently targeting investee
companies with thermal coal exposure
where it is not clear that they have a
science based, time bound phase out
plan. If after engagement we feel that
investees cannot or will not commit to
a credible phase-out plan by 2030 for
OECD and EU countries, or 2040 for
developing countries, they will become
candidates for divestment.

Engagement as an
asset owner

We view engagement with investee
companies as a key method of improving
corporate sustainability, including climate
change policy, emissions and related
disclosures, but as an asset owner we

do not engage directly. Instead, we

rely on the asset managers that we
appoint, including our internal asset
manager, M&G Investments. We currently
ask our asset managers to carry out
engagement on our behalf in line with our
engagement priorities.

We expect the managers of our active
equity strategies to engage actively on
our behalf, in line with our ESG priorities,
especially investing to mitigate the impact
of climate change. We also expect the
managers of our fixed income strategies
to engage actively as well, although such
opportunities will be fewer. We do not
currently expect managers of our passive
equity strategies and our alternative and
property assets to engage actively.

We also intend to improve both
the monitoring process of how our
asset managers engage, as well as
engagement outcomes.

Using our influence
tolead change

Regulatory consultation

We actively engage in consulitative
processes with our regulators as they
develop climate-related initiatives, both

in our own right, and through investor
organisations such as the Investment
Association and UK Sustainable
Investment and Finance Association
(UKSIF). Notably in 2021 we have
contributed to consultations on the

FCA's new rules to extend the TCFD
disclosures regime and its proposals

for a new Sustainability Disclosures
Requirements (SDR) regime. As a member
of the Association of British Insurers’ (ABI)
Board subgroup on Climate Change and a
core member of its climate working group,
we have been instrumental in defining the
ABI's Climate Change Roadmap, and led
the ABI's Race to Zero roundtable with
colleagues across the sector.

Leveraging investor power

Through our membership of the IIGCC,
Paris Aligned Investor Initiative, and
service on lIGCC working groups, we

are helping form a more harmonious

and considered approach to assessing
asset class frameworks for 1.5°C degree
alignment with respect to decarbonisation
and climate solutions.

Powering Past Coal Alliance

To help accelerate the phase-out of
thermal coal, M&G plc has joined a
coalition of governments, businesses and
organisations in the Powering Past Coal
Alliance (PPCA) and has contributed to its
policy brief “Financing the just transition
beyond coal”.

Collaboration with CDP

Improving carbon data for private assets
is a priority for us, and we have worked
with the global disclosure organisation the
Carbon Disclosure Project (CDP) on a pilot
to develop greater climate transparency
for private equity and leveraged loans.

We hope that this can encourage more
widespread estimation of private asset
emissions moving forward.

Additionally we are also collaborating
with CDP on water security and holistic
water transition issues, which pose global
systemic risk and are closely linked to
climate change. We represented an
investor's perspective on this topic at
COP26 in the Blue Zone Water Pavilion
and at the Marrakesh Partnership Global
Climate Action Water event, and our

film “Water Pressures” outlining our
experience as investors in South Africa is
available to see on our website.
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Customers and clients

Serving our customers and clients

Helping customers and clients achieve their :

financial goals

Our purpose is to help people manage
and grow their savings, so they can live
the life they want. During 2021, we've
worked on deepening our understanding
of our customers' and clients’ needs, and
making progress in improving how we
serve them.

Understanding our
customers better

Research helps shape our customer
strategy and informs the design of
our customer propositions, journeys
and communications.

For example, during 2021 we undertook
a major study into customer and adviser
attitudes towards ESG and sustainable
investing, including how the costs

of the transition to more sustainable
investments should be shared.

Insights from this work are already
helping inform decisions about our
ESG-focused fund proposition.

Another key theme has been
understanding customer needs in
financial advice, as we seek to grow

and develop M&G Wealth. In 2021, we
have explored the existing advice and
education gap for customers who invest
in funds directly with M&G, and sought
to understand how customers might
react to communications informing
them to either review their investments
or that their investments were under-
performing. This research provided new
information about our customers and
their openness to advice and was used
to refine communications prompting
people to review the suitability of

their investments.

In another research project, we have
been exploring drivers to support the
growth of TAP (The Advice Partnership),
the self-employed, restricted advice
arm of M&G Wealth: an iterative project
allowing the team to build a compelling
advice service for customers.

In early 2021, we also undertook a
major project researching client needs
and expectations across all asset
management client segments globally
covering institutional, global banks,
insurances, platforms, consultants
and wholesale markets.
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The research investigated the impact

of COVID-19, hybrid working, M&G plic
strategy and ESG and is now being used
to shape our client experience strategy.

While our dedicated customer research
lab in Edinburgh was closed due to
COVID-19, our MyView panels of
customers and advisers have been very
busy this year: helping us improve the
way we communicate tactically on a
wide range of topics from ESG reporting
to helping people sign up for digital
services. Customers have also helped
us evaluate new features for our MyPru
digital service, and given feedback on
our new digital fact find to help us refine
and improve this.

At a brand level, we currently have seven
ongoing tracking studies monitoring our
brand relationship with customers and
advisors in different markets, and also
monitoring the performance of journey
types and touchpoints to identify areas
where we can improve.

Putting client service
at the heart of asset
management growth

One of our key goals is to achieve
sustainable growth in our asset
management business, through
the strategic pillars of expanding
institutional, particularly in private
assets; growing our international
business; and stabilising the UK.

To achieve this, we need to remain at

the forefront of client service. From our
research at the start of 2021, we learned
that clients value the quality and
professionalism of our investment and
client facing teams and the client service
we provide, but we had more todo in
technology and ESG.

Since then, we've taken significant steps
on extending our ESG ambitions and
capabilities, set out in our Sustainability
Plan update on pages 40-43. We're also
building a new scalable technology-
enabled, distribution platform,
marketing, and end-to-end service
model to ensure that as we grow our
business internationally, clients in all
jurisdictions receive world class service.

Also essential to our growth plans is our
ability to develop innovative products
which meet our clients’ evolving

needs, drawing on our broad and

deep expertise across different asset
classes. 2021 saw the launch of nine new
institutional strategies, including the
M&G Sustainable Loan Fund, offering
exposure to loans of private companies
demonstrating strong ESG credentials
and co-seeded by the With-Profits Fund
and the Swedish government employees
pension scheme.

Among new strategies for 2022, we

will be launching the M&G European
Enhanced Value Fund, a deal-led,
closed-end fund which combines

the expertise of M&G's Real Estate,
Restructuring and Debt Solutions teams
to unlock a wider pool of value-add

real estate investment opportunities
across Europe.

Engaging with customers
and clients on coal

In March 2021, we announced we will
phase out thermal coal from all our
actively invested public investments - an
ambitious and far reaching commitment
which will affect over 270 M&G
investment funds and mandates
containing a total of £163 billion in

assets under management as at

31 December 2021.

Since then, we've written to more
than 203,000 direct customers and
wholesale clients to explain why we're
taking this step, and how this will affect
their investments with us. We've also
engaged with over 630 institutional
clients and intermediaries to seek
consent to align their mandates to
this new policy on coal, with the vast
maijority of responses received to
date supportive.

Supporting vulnerable
customers

Some of our customers need extra
support from us: either because of the
uncertain times we are living through or
because they have additional needs due
to certain vulnerabilities. This year, we've
made improvements to support our
vulnerable customers and specifically to
help customers through the difficulties
that COVID-19 has presented.



These include:

- Enhancing the Serious {ll Health claim
process for pension customers, to
make it easier and quicker for them to
claim their benefits.

Introducing a digital document upload
capability that has enabled our
customers to upload key documents
required without needing to leave their
house to post paperwork back to us.

- Rolling out mandatory training,
based on best practice research,
to ali colleagues to ensure the best
support to customers who have
urgent vulnerability needs and find
themselves in a crisis situation.

- Commencing a key "high risk"
journey review through the lens of
our vulnerable customers to ensure
we have designed the experience
in the best way we can to support
their needs, and where we haven't to
implement appropriate improvements,
which will continue into 2022.

Modernising our
Heritage business

One of our goals at demerger in 2019
was to transform our Heritage business
to deliver the best possible outcomes
and service for our customers, and we
continue to make progress towards
this goal.

This year, we've helped over 180,000
additional customers register for an
online account so they can benefit from
the self-service and digital channe
capability available. :

This capability now includes secure
messaging and webchat for both
customers and advisers, to reduce

the reliance on paper and phone.
Heritage customers and their advisers
also have access to more key documents
online, such as the retirement options
pack and policy information which cuts
paperwork and postage, and reduces
waiting times.

While we have made very significant
progress in the modernisation of our
business, the journey has not always
been straightforward. The scale and
complexity of the changes required and
the additional impact of COVID-19 have
meant that some customers experienced
service delays during 2021, which we've
seen reflected in the fall in our Retail and
Savings net promoter score this year.
We regret the inconvenience we have
caused customers, and we are doing
everything to remedy these issues.
Among the actions we are taking are
streamlining operational processes,
increasing controls, and making it
easier for customers to escalate urgent
requirements to us, including by

social media.

Improving the experience of
Retail and Savings customers

As we continue to modernise our
business, we're taking a three pronged
customer-centric approach to the
design process: listening to what our
customers are saying about what they
find frustrating or hard; using these
insights to drive improvements to

our services; and finally, building new
digital capabilities and supporting our
customers to get the best of them.

One M&G

Helping customers access their pensions

in ways that work for them

M&G Wealth customer service executive Shah Majidova is

During 2021, we have

- Simplified our identification and
verification process allowing us to fulfil
customer requests much quicker.

- Increased the speed of payment for
internal transfers between pension
arrangements by replacing the BACS
payment system for these payments.

- Improved our retirement call
frameworks to make those
conversations easier for customers.

Enhanced our paperless process to
allow Investment Bond customers
to withdraw funds more quickly

by phone, rather than submitting
requests in writing.

Made it easier for Corporate
Pensions scheme managers to
ensure contributions are applied
correctly to each scheme member,
with a new end-to-end submission
process, a suite of new customer
communications and improved
help and how-to guides for
operational teams.

Introduced text messaging for
Corporate Pensions customers to
keep them informed of the progress
of their claim.

based at our Craigforth office in Scotland, taking calls from
customers with questions about their Prudential savings.

In December she took a call from Cathleen/, a recently retired
unadvised customer considering withdrawing her pension.
Shah talked Cathleen through the options open to her with
the flexibility that her Prudential Retirement Account offers,
as well as explaining the possible tax implications and
signposting her to PensionWise and other sources of advice.
Cathleen eventually decided to make a one off withdrawal

of a portion of her pension savings, leaving the rest in her
account to grow. Cathleen said of Shah: "You have been
more than helpful: | am very impressed.”

»

i name changed for privacy

Image removed
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Social impact

Living up to our values and purpose

We're committed to the communities in which
we operate - investing in long-term programmes
that encourage social mobility, resilience

and sustainability

Through our three strategic pillars; urban
regeneration, economic empowerment,
and skills and education, we investin

the essential needs for communities to
thrive, equipping people with the tools
to be financially secure and providing
opportunities to prepare for the future.

We want to help create new
opportunities for people of all ages and
at all life stages, working towards a
future where our communities are more
resilient, inclusive and sustainable.

The communities we support are
diverse and spread across the globe

- from Stirling and Reading, to Milan,
Johannesburg and Mumbai - and they
face different, complex needs. We strive
to ensure that while our support is
strategic and corporate, it's tailored
precisely to meet local needs and deliver
local impact. To achieve this, we work
closely with charity partners to fund

and develop long-term programmes,
drawing extensively on the experience
and expertise of local people.

We ensure that the projects we support
are sustainable, continuously improving
and flexible enough to adapt to urgent
and emerging needs, such as the impact
of COVID-19.

Helping our communities
during COVID-19

We are fully committed to supporting
charities which are providing frontline
services to our communities around
the world.

For example, in the UK we helped young
people vulnerable to digital exclusion to
access technology devices and Wi-Fi
connectivity, ensuring that they could
continue with remote learning during
the pandemic.

In India, we supported the construction
of four COVID Care centres and
provided oxygen concentrators

that enabled vulnerable individuals

to access safe shelter to isolate or
quarantine, keeping families safe and
preventing transmission.

One M&G

The Tree Council: Wales

Llanmartin Primary School has embedded the Young
Tree Champions programme in its curriculum across all

year groups.

The school has created authentic learning opportunities '
for their students, including a high quality outdoor

teaching resource to engage students in learning across
the curriculum - from food to biodiversity, worid trade to

local history, sustainability to literature.

“We want to give the children the responsibility and
knowledge of how to look after nature around them.”

Vicky Curtis, Headteacher

Urban regeneration

Our goal is to help create an environment
where everyone has the opportunity to
build a secure future. Through our urban
regeneration pillar, we're investing to
help communities to thrive:

The Tree Council -
Young Tree Champions

We're working with The Tree Council
to give young people the confidence to
protect and take action to help tackle
the ecological crisis. This programme
aims to plant trees, orchards and
fruiting hedgerows in UK schools

that would benefit from them

most - including those with barren,
concrete playgrounds.

During its first year, 149 schools took
partin the programme. Each school
created a Young Tree Champion club -
and in total these clubs engaged 36,783
students and teachers in planting 445
trees in school grounds, embedding
the programme into the curriculum

and involving local communities.

36,783

students were engaged in the
Young Tree Champion club
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Habitat for Humanity

Following the model of repurposing existing vacant
property, six renovated empty spaces in Warsaw
have been turned into apartments to provide shelter
and support for up to 16 people and will be used '
by single parents, refugees, sick and disabled
people and young care leavers. The cost of renting
an apartment will be less than the market rate and
tenants will also be supported to learn Polish and
assisted in finding a job. After one year, the aim is
that people will be ready to rent an apartment on
the commercial market.

Image removed

Bespoke, curriculum-linked resources
and activities are hosted on a new
interactive Young Tree Champions
website available to all schools across
the UK. Registered schools benefit from
free online teacher training, covering
topics such as site planning, tree
planting and public speaking sessions,
as well as student activity plans, live
in-school pupil workshops, talking-
tree-trail tech kits and tree packs for
their grounds.

Habitat for Humanity - Stopping
Homelessness inits Tracks

We've helped to establish a coalition of
the public, voluntary and private sectors
to re-purpose empty commercial and
office spaces to address the social
housing crisis in the UK and across
Europe. This partnership has completed
construction programmes in London and
Warsaw, and has projects commencing
in Southern Poland and Scotland.
Existing buildings are renovated

and used to create future homes for
vulnerable groups including refugees,
women fleeing domestic abuse, young
care leavers, and low-income families.

Economic empowerment

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

Junior Achievement Europe -
10X Challenge

10X Challenge is a financial and
enterprise education challenge designed
to engage students across Europe.

The digital platform and resources
equip secondary school students with
enterprise and financial capability skills.
10X Challenge also provides teachers
with the resources they need to teach
enterprise education and financial
capability, particularly around the topic
of longer-term saving and investment.

“Students can take ownership of their
work and learn and develop skills to help
them excel in the future.” Educator

SOS Children’s Villages -
Empowering Families

This international programme helps
young people and their families in
Europe and India to realise their full
potential by accessing entrepreneurship
and leadership skills. The programme
has been helping to address the
negative effects on young people’s
mental health during the pandemic.
We've supported these young people
through digital mentorships involving
M&G colleagues, distance learning
activities, and apprenticeships - helping
them to take the next steps in their
employability journeys.

“I am proud that
together with
our partners we
have created a
safe environment
for vulnerable
individuals to become
independent.
We believe that you
can do so much
more working in
partnership than
on your own.”

Magdalena Ruszkowska-Cieslak
National Director of
Habitat for Humanity Poland

“The best part about the 10X Challenge
is that it gave us an opportunity to
wake up and do something different
other than just school and studying and
prove that we can create something
successful, profitable, and meaningful.”

Participant, 10X Challenge
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Social impact continued

Image removed

SOS Children’s Villages

Hugo is currently studying for his
Master's degree at the Business
School of Amiens, in France. Hugo's
family situation growing up was
difficult. His mother abandoned him,

and his father was violent. At just 15

years old he was taken into foster care
but at 18 no longer qualified for state
support. This is when he first found
himself at the SOS Children's Village
Youth Centre, where he received
the support he needed to succeed.
Having successfully completed his
fourth year of studies, Hugo is now
in his final year before graduating.

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 our skills and education pillar,
we're helping communities prepare for
the future: i

Age UK - Building Resilience

This programme provides a detailed,
local advice and information service
delivered for older, vuinerable people

in need across the UK. Since launching
in September 2020, we've enabled

Age UK to support 2,296 older people,
equipping them with the tools, skills and
opportunities needed to build resilience
and overcome the most challenging
times, and helped 16,000 older people
through calls to Age UK's National
Advice Line.

1,948+

older people supported by Age UK
since the Building Resilience programme
waslaunched in September 2020
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The Talent Foundry - Skills for Life

Since the start of the pandemic,
students have faced unprecedented
disruption to their education, from
cancelled exams to schools and
college closures and this disruption
has had a disproportionate impact
on students from lower socio-
economic backgrounds.

“Meeting SOS
Children’s Villages
was a turning point
in my life. Without
them, | never would
have succeeded.”

Hugo
Student

By expanding our long-standing Skills
for Life Programme, we've been able to
increase our support to disadvantaged

young people this year.

The programme consists of interactive
workshops, delivered virtually or in
person, exploring students’ strengths and
areas of development, and how best to
promote themselves when applying for
jobs, university, or apprenticeships. In total
we reached 2,908 students through a
combination of face-to-face and virtual
delivery over the last academic year.

“The students were really engaged with
the programme. They've been coming and
asking when the next session is, and they’ve
really got something out of taking part.
It's the most engaging few hours they’ve
had this whole term. Thank you and
looking forward to the next one.”

Teacher
Inverclyde Academy




Governance

We've established an operating model
for Corporate Responsibility (CR) across
the business. This provides guidance
and support so that each office and
market can manage charitable activities
within the framework of a consistent,
business-wide approach.

Our CR Governance Committee includes
representation from senior management
and oversees community investment
activity as well as agreeing strategy

and spend.

Our CR strategy and performance is
reviewed by the M&G plc Executive
Committee quarterly and by the
Board annually.

The CRteam is responsible for
managing all CR activities across

the business: devising community
investment initiatives, measuring
impact and spend, and tracking
performance against annual competitor
benchmarking, as well as refining issues
of key social importance to the business
and determining where we can have

the greatest social impact.

Charitable donations

We calculate our community investment
spend using the Business for Societal
Impact standard (B4Sl). This includes
cash donations to registered charitable
organisations, as well as a cash
equivalent for in-kind contributions.

Our total community investment
spend in 2021 was £4.6 million’, of which
£3.8 million was cash. The balance
included in-kind donations prepared
in accordance with B4S| guidelines.
This included 862 colleagues who
dedicated 7,280 hours of volunteer
service in their communities.
Furthermore, £168,747 was donated
across the business by our employees
through our payroll giving scheme.

£4.6m

total community investment
spendin 2021

M&G’s Community Fund

The Community Fund is an annual grant

programme that supports local charities and
projects with small donations. The Committee
includes over 40 colleagues across M&G
locations and since its launch in September
2019, has awarded grants to almost 200 charities '
globally across our markets. This includes The
Empowering Children Foundation in Poland
which aims to ensure that all children have a safe
childhood and are treated with respect. M&G's
donation supported the Child and Family Centre
in Warsaw helping at risk families experiencing
emotional and parenting difficulties. The centre
offers counselling, therapy, psychological support,
parenting skills workshops and therapy groups.

“Thanks to M&G’s
donation we were
able to organise
a therapeutic
group for mothers
experiencing
postpartum
emotional difficulties
and parenting
skills workshops.

It was extremely
important to reach
these parents during
the pandemic and
provide a safe group
space to support
their well-being.”

Urszula Kubicka-Kraszyriska
Child and Family Centre Co-ordinator,
The Empowering Children Foundation

* KPMG has provided limited assurance over
the total community investment spend in
2021 (as indicated by ) in accordance with
“International Standard on Assurance (UK)
3000" - “Assurance Engagement other than
Audits or Reviews of Historical Financial
Information (ISAE (UK) 3000)", issued by
the International Auditing and Assurance
Standards Board. The assurance statement
can be found on our website.

Image removed
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One team, One M&G

Shaping our response, guiding our support

While COVID-19 has necessitated new ways of
working and new ways of thinking, our culture has
remained a constant beacon

Navigating the pandemic

While the pandemic continued to bring
fresh and disruptive challenges during
2021, it also presented opportunities,
with new ways of working and new ways
of thinking becoming established as the
new reality.

Keeping our people safe, whether
working remotely or in the office, is

our top priority. So we developed and
shared a set of key principles - based on
colleague feedback and shaped by their
wishes and needs - to explain the new
approach to working at M&G.

Our ways of working principles

- Customer-centric

- Culture led

- Hybrid working

- Promote flexibility and choice

- Empower managers and teams

- Promote inclusion and well-being

- Benefit the environment

Our people need to connect and make
the most of their time together, and

we quickly realised that our traditional
office layouts could be significantly
improved to better support a new and
quite different way of working. So we've
made several changes, enabling greater
productivity and empowering people

to work in different ways compared to
remote-working.

In addition, we:

- Introduced the M&G Workspace
app to enable our people to prioritise
their days in the office and to support
team-working.

- Supported colleagues who were
nervous about a return to the office
after so many months at home. Inthe
UK, we delivered over 30 informal
Connect Days which enabled people to
come into the office on pre-agreed day
and re-familiarise themselves with their
commute, see our new office layouts
in action and meet up with friends
and colleagues.

- Delivered briefing calls across all
locations - for managers, to help
them engage with their teams on
the back-to-the-office strategy,
and for colleagues, giving them an
opportunity to ask questions about
any topics that concerned them.

The well-being and security of our
people is our priority and we conducted
COVID-19risk assessments in
alignment with government guidelines
to ensure that all our offices were
COVID-19 secure.

We also asked all colleagues to complete
mandatory training, including a health

" and safety video, ahead of any return to

an office.

“Passion, entrepreneurial
spirit and customer focus
are key skills in my role.
M&G constantly empowers
me to express them
to the fullest, creating
an environment where
everyone can contribute
and succeed.”

Ludovico Manfredonia
Sales Manager, M&G Italy

Image removed
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Strengthening our culture,
listening to our colleagues

Our culture defines who we are and
how we behave towards our customers,
clients and colleagues. It guided us
through all our activities and actions in
2021, helping us act with care, empower
our people, honour our commitments
and act with conviction.

By the end of February, all people had
attended sessions to fully understand
our Purpose, Values and Behaviours.
995 new employees joined us during
2021 and we updated our induction
process to include more emphasis on
how our culture sits at the centre of
M&G. Our Culture Programme sponsor,
Catherine Ross, was appointed to the
M&G plc Executive Committee during
the year, ensuring that culture will
always be a key factor in executive
decision-making.

We continually encourage, listen to and
act on colleague feedback. Initiatives such
as our annual employee opinion survey,
town hall events, the colleague forum,
Q&A sessions with leaders and a

culture diagnostic exercise all help us

take accurate readouts of how we're
performing for our people. This insight has
helped to shape the work of the culture
programme which continues at pace.

In July, M&G plc announced a new

role of a Colleague Support Adviser.
This role plays a key part in advising and
supporting UK colleagues through any
process, formal or informal, that impacts
them personally at work. If colleagues
have personal concerns such as

conflict with a colleague they have the
opportunity to talk the situation through
and receive guidance or coaching on
achieving resolution.

5,587

Employees'
(2020: 5,961)

i Including all employees - permanent, part
time and those on fixed-term contracts
(as of 31 December 2021).



We know that managing people is a
privilege and requires specific expertise
- and we've therefore invested in our
people managers, helping them to
strengthen and evolve our culture.
We've set out what we expect from
our managers and have developed
and launched a new People Manager
Academy to provide state-of-the-art
training and help build these skills.
On-demand resources support our
managers through critical moments
such as recruitment, cascading
information and holding effective
one-to-one meetings.

Tracking our progress

Every year, our One Voice employee
opinion survey tracks what our people
think of life at M&G, showing us what
we're getting right and where we

can improve. Despite the enormous
challenges of the last 12 months, we
largely maintained the progress we
made in the previous year.

Areas where we scored particularly well
included the response rate up from 71%
to 75%, the number of our people who
believe they're treated with respect
(91%, 10 points above the financial
sector norm) and those who believe

it’s safe to speak up at M&G (79%, four
points above the norm). This latter score,
an increase of 1% point over last year, is
particularly pleasing as it demonstrates
the importance of our continuing focus
on psychological safety. During 2021 we
delivered many sessions on this topic to
leaders and their teams.

This important colleague feedback has
been incorporated into the ongoing
culture change programme to drive
tangible improvements over the
coming year.

Inclusion and diversity:
the bedrock of our culture

Aninclusive, diverse and healthy
working environment isn't just good for
our people - it's good for our business
too, because it enables us to attract,
engage, promote and retain the talented
individuals who are crucial to delivering
our business strategy.

5%

Employee sustainable
engagement score

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.

In 2021, we maintained our good
progress on a number of key metrics.
For example, the One Voice survey
showed the inclusion index remaining
steady at 83%, despite the impact of the
pandemic and new working practices,
following an initial rise of 11 points

in 2020.

Our diversity and inclusion strategy is
supported by a five-year plan and a clear
governance model that spans all levels of
M&G. It establishes global workstreams
across gender, ethnicity/nationality,
Lesbian, Gay, Bisexual and Transgender
(LGBT+), disability and life stages
(generations). Accountability is driven
through simple yet effective impact
measures including three core targets:

- 40% women and 20% ethnicity
in senior leadership (Executive
committee and direct reports ) by
2025. The percentage of women
at Executive committee and direct
reports level has improved to 35%
during the year compared to 30%
in 2020, and the ethnic minority
representation has remained
comparable year-on-year at 13%.

- Year-on-year improvement in the M&G
inclusion index, which was steady
versus last year, as reported above.

- Positive impact on the M&G plc
brand position.

35%

Female representation on the
Executive Committee and their

directreports

Employee gender
%

H Men
3,079 55%
W Women

2,508 45%

Group Executive Committee
and their direct reports gender
%

B Men
47 65%
B Women

25 35%

Employee profile gender diversity
Number of peopie

39
22
8
3 3 I 3
Board Group Executive Senior

Committee (GEC) management
MW Men ® Women

All data in graphs as of 31 December 2021,
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One team, One M&G continued

Employee ethnicity
%
B Black, Asian
and minority
ethnic' 1%
B White 89%

O

Group Executive Committee
and their direct reports ethnicity
%

# Black, Asian
and minority
ethnic'

& White

13%
87%

O

Employee profile ethnicity diversity
Number of people

Board (nationality and ethnicity)

|

@ (talian @ British

Group Executive Committee (GEC)
1 1

Senior management

8 61
B Black, Asian and minority ethnic’
B White

i Includes our undisclosed population.
All data in graphs as of 31 December 2021.

We continued to work hard to leverage
the diversity of our talent pipeline,

in support of our ethnicity target.

For example, during the year we
launched the Aspire programme, which
aims to improve diversity and inclusion in
client-focused roles.

Aspire is providing 12-month
secondments in investment and

client focused distribution roles.
Although targeted to our Black, Asian
and minority ethnic communities, Aspire
programme is open to all colleagues
who are eligible to work in the UK.

The successful candidates comprise a
cohort of 82% identifying as Black, Asian
or minority ethnic and 64% women.
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The programme also incorporates
development opportunities, mentoring
and coaching - and we'll be actively
monitoring its progress with the
intention of rolling it out across other
areas of our business.

We continued to enhance our reporting
metrics over the last year. For example,
in May 2021 we published pay gap

data inclusive of ethnicity for 2020 and
2021 - with the gender gap for 2021
recorded as 29.3% (2020: 30.5%), and
the ethnicity gap recorded as 5.7%
(2020: 9.3%).

We became the first business in our
sector to publish data for gender and
ethnicity across a two-year period.

Supporting our ambition to build the
most inclusive culture, our colleague-
led diversity networks provide
invaluable support and networking
opportunities for our people globally.
These networks, aligned to our five
global workstreams include:

- Cultural Awareness Network - aims to
grow understanding of and celebrate
the diverse cultural backgrounds of
our people.

- Pride - fosters a safe environment
where everyone who identifies
as LGBT+ can feel comfortable
being themselves.

- Elevate - seeks to support and
promote gender balance by
empowering people at all levels to
achieve their true potential.

- Mind Matters - aims to increase the
awareness of and provide resources
for people to better manage their
mental health and wellness.

- Enable - creates an environment for
people of all abilities and those who
care for others to be able to achieve
their greatest potential.

- Future of Work - ensures we evolve
working practices to meet the needs
of our diverse, multi-generational and
digitally-enabled workforce.

Accreditations and awards

We again gathered a pleasing set of
accolades in 2021, including:

- Top100 employer in 2021 Social
Mobility Employer Index.

- Awarded the National Equality
Standard, recognised globally and
supported by the Home Office, the
CBl and the EHRC.

- Achieved Disability Confident Leader
Level 3, through the Department
of Work and Pensions Disability
Confident Scheme.

- Achieved an overall score of 67.9%
against an average of 66% in the
Bloomberg Gender-Equality Index,
and a disclosure score of 96.2%
against an average of 94%.

Recognising the importance
of health and well-being

As our people got into the rhythm

of working from home, we listened
closely to what they were saying - and
addressed their evolving needs in the
following ways:

- Supportive Technology - our new
M&G Well-being and Inclusion
Microsoft Teams app centralises all
diversity, inclusion and well-being
resources in one place.

- Frequency and Availability - Weli-
being Wednesdays provide weekly
well-being events on topics including
managing stress and anxiety,
recognising the signs of burnout
and addressing the impact of grief
and loss. Over 2,700 colleagues
registered for these events, and video
content is available to all our people
24/7 via our Well-being On-Demand
channel. Our Diversity Networks also
integrated well-being offerings into
their plans.

- Communications - the Invest in
Yourself communications campaign
shares colleague case studies
highlighting the positive impact of our
well-being resources.

- Manager support - we provided
bespoke well-being training in
partnership with MindGym focusing
on managing stress and burnout.

A clinical psychiatrist conducted
workshops with leadership teams
focused on stress and burnout, while
we also introduced manager mental
health and remote working toolkits.

Our virtual GP and cognitive behavioural
therapy services continued to be
available 24/7 while we also grew our
Mental Health First Aider network to
help meet the inevitable increase in
demand caused by lockdowns. We now
have over 78 trained colleagues around
the world - and with the programme
rolled out to India in 2020, this is a now
a truly global resource for our people,
wherever they're based.



“M&G has been
fantastic in providing
me with the
understanding and
flexibility that I've

. needed to care for
my husband who has
Multiple Sclerosis.
| can still work
full-time, just with
flexible hours.”

Lynn Ross
Technology Risk Consultant

Image removed

Supporting young people

The pandemic had a particularly

heavy impact on some demographics,
including young people. Our response
was to partner Investment 20/20 and
the Department for Work & Pensions

to support the Government's Kickstart
initiative, which aims to boost youth
employment opportunities. It targets
16-24 year-olds on Universal Credit who
have been long-term unemployed, giving
us access to a wide pool of diverse
talent from varied social, economic and
educational backgrounds. We achieved
the aims agreed with our partners

by offering three work placements.

In addition, we were recognised as

an early adopter and industry leader

for recruiting the highest number of
Kickstarters in our sector.

Our Apprenticeship Programme is
designed to offer young people the
chance to gain a qualification while
learning on the job and earning a salary.
Our 2021 apprenticeship cohort continues
to contribute to our commitment to
improve the overall diversity of our
talent pipeline, with 55% of the group
female, 35% identifying as Black, Asian
or of an ethnic minority background
and 30% disclosing from a social
mobility perspective.

At the end of the year,
RateMyApprenticeship - the UK's
leading job resource for young people
- ranked us #1in the Top 100 UK
Apprenticeships Employers table in
the Savings, Insurance and Investment
sectors, and third in the country across
all industries.

The 2020 apprentice cohort managed
the stresses caused by the pandemic
well and adapted smoothly to working
from home. The first of these apprentices
completed the programme in November
with the remainder set to follow in March
2022. Our target is to offer a permanent
role or extended fixed-term contract to
80% of the cohort.

Our focus on internships continued,
with an eight-week virtual internship for
16 interns across our Investment and
Technology teams. Diversity remains

a key focus for this programme, which
feeds the graduate scheme. This year,
we partnered with the Leonard Cheshire
Change 100 scheme, an initiative to
support students with disabilities

to gain work placements. We also
partnered with 100 Black Interns and
offered a place on our 2021 Internship
Scheme to one successful candidate.
Following these successes, we'll
continue to work with both organisations
on future campaigns.

Towards the end of the year, we also
achieved formal accreditation as a Living
Wage employer. This not only commits
us to ensuring that we pay the Living
Wage to our own directly employed
colleagues - it also commits our UK
supply chain partners with contracted
staff who meet the Resolution
Foundation’s definition of working for
M&G to pay the Living Wage.

Developing our people

The 2020 colleague survey highlighted

a desire for additional support around
development and career opportunities.
Our response during 2021 included
launching a new app that makes it easier
for our people to access learning tools -
from anywhere and at any time. The app
includes dedicated sections on career
development, manager toolkits, digital
skills and building the core behavioural
skills, such as communication, empathy,
innovation and resilience, that we believe
are essential to taking performance and
careers to the next level.

Our aim is to ensure that our people
have access to the right kind of learning,
enabling them to continue to develop
and perform at their best. Over the

last 12 months, we saw the number of
colleagues accessing our digital learning
tools rise by 94%, with 77% of our
people adding to their skills by using our
digital on-demand resources at some
point during the year.

Sustainability is another increasingly
important area for everybody at M&G.

In the year that the UK hosted the COP26
climate conference, we renewed our
efforts to help our people understand what
the drive towards greater sustainability
means for our business and how we can all
make a positive impact. For example, we
launched three learning modules that were
completed by all colleagues. These have
covered a broad range of sustainability
topics from climate change through to
bringing our own 10 point sustainability
plan to life, so everyone can understand
and connect with our approach.

“M&G provides me the
resources and opportunities to
develop myself continuously,
such as raising self-awareness
on how | can lead with
care and contribute to a
respectful environment.”

Eunice Khoo
Manager, Property Research,
M&G Real Estate

Image removed
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Non-Financial Reporting Statement

Playing our part as a responsible business

As a responsible business and as part of our
corporate responsibilities, we've developed new
policies/standards and enhanced existing policies
to reflect our continued commitments to ESG,
our employees, social matters, human rights,

and anti-corruption and anti-bribery

For details Page
Business model 10-13
ESG policies and activities 38-57

over the past year
Non-financial KPIs 1

Our employees 64-67
Principal risks 72-78
Social impact 60-63

Anti-corruption
and anti-bribery

We're committed to the highest levels of
integrity and business conduct and have
a zero tolerance approach to bribery and
corruption given its adverse impact on
society and undermining of economic
development. We require all our
employees across the globe, including
firms that conduct activity on our

behalf, to adhere to the M&G plc policy
requirements concerning anti-bribery
and anti-corruption and to carry out their
duties with openness and transparency.

Periodic training and reporting
requirements ensure that employees
(and associated persons) are aware of
their obligations under the UK Bribery
Act 2010. Non-compliance could lead to
criminal prosecution, fines or reprimands
and/or cause significant damage to M&G
plic's reputation.
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Human rights

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. Our business is built on trust
and we don't take that lightly.

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. 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.

As a global company, we operate within
many countries and communities.

We aim to comply with tocal laws and
regulations in every jurisdiction where
we operate and strive to uphold the
principles and expectations outlined in
our Statement of Human Rights.

As aresponsible business and as part
of our corporate responsibilities, M&G
made a commitment in our 2020 Annual
Report and Accounts to adopt a Modern
Slavery policy/standard which defines
our Group Governance Framework
(GGF) position and appetite using UK
legislation (Modern Slavery Act 2015)

as our starting point as a minimum
standard. By M&G having this in place,
through annual attestation we can
actively assess our approach and ensure
we meet the minimum standards as
stipulated by the UK Home Office, whilst
ensuring we are compliant in our licence
to operate in line with the Modern
Slavery Act 2015.

Our M&G plc Supply Chain Modern
Slavery Business Standard supports
the management of Modern Slavery
risk and how we approach third party
supplier relationships. The standard
details how M&G pic define this risk
and how we mitigate this within our
corporate activities, outlining our
internal processes to identify potential
exposure, how we effectively monitor
our suppliers, escalate any known/
potential exposures and actions that
need to be taken to assess viability in
greater detail.




Our experienced Procurement and
Supplier Risk Management 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. Where suppliers are not seen
to have appropriate standards in place,
we will work in close collaboration to
improve standards.

)

Using validated sources including the
Chartered Institute of Procurement
and Supply (CIPS) and our
experienced employees within this
area of expertise, we undertook

an exercise to review the common
procurement category themes where
Modern Slavery exposure is most
likely to be present within the financial
services industry and mapped these
against our existing categories.

This has enabled us to understand and
visualise potential supply chain risks
collaboratively whilst we look to drive
wider initiatives in line with our ESG
commitments to enhance audit and
compliance on our high risk suppliers.

- As part of our ESG initiatives we
have carried out in-depth reviews
on our core suppliers to M&G plc to
understand the potential inherent risk
‘to our business and, where needed,
have taken the necessary steps
to improve standards. This will be
embedded into our annual governance
activity while we look to continue
assessing those high risk suppliers,
which have been identified through
the category mapping exercise which
will take place in 2022.

Revisions were made to our Supplier
Code of Conduct to reference ESG
topics including Modern Slavery.

- Weremain committed to upskilling
our staff around Modern Slavery
and throughout 2021 we have been
working toward producing an annual
training module. Employees across
our Commercial, Procurement,
Workplace Solutions and Supplier
Managers were our initial target for
this. Our Board and Senior Executives
have also undertaken this early to be
able to demonstrate to colleagues and
wider stakeholders our commitment
to combatting modern slavery and
human trafficking. There are plans to
make this mandatory across the wider
business in 2022.

- M&G plc contracts remain
refreshed and updated for Modern
Slavery provisions.

- We recognise our responsibility to
comply with all relevant fegislation
included within the Modern Slavery
Act 2015. Our Modern Slavery Act
Transparency Statement (to be
published in May 2022), 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.

Emma-Grace Brien

“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.”

Supplier Risk Management Specialist

Image removed

Adherence to policies

Narrative within our Non-Financial
Reporting Statement covers the
following policies/standards and
developments across 2021

- Bribery, Corruption and Tax Evasion
Risk Policy.

- Statement of Human Rights.

- Supply Chain Modern Slavery
Business Standards.

Some of these policies have only
recently been implemented and will be

. reviewed during 2022, others are more

embedded into our business.

M&G plc has zero tolerance to bribery,
supported by its Group Financial

Crime Compliance Policy and Business
Standards. The resulting framework
enables our employees to act lawfully
with high degrees of integrity in all

our business dealings. Alongside this
we will be looking to embed the new
Supply Chain Modern Slavery Business
Standard and enhanced processes into
the business. This will allow us to actively
assess our position to these risks

and how we mitigate them within our
business and supply chain, to support
our continued commitment to working
with our suppliers and stakeholders

to help end slavery, human trafficking,
child labour or any other abuse of
human rights.
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Risk management

Our framework

Our risk management framework allows us to deliver
for our customers, clients and shareholders whilst
managing risk within agreed appetite levels

2021 continued to highlight the
importance of effective risk
management to the success of
companies as we have had to navigate
a sustained challenging financial and
operational environment significantly
impacted by a global pandemic.

Upon my joining as CRO in January 2021
we reviewed the Risk Framework and
Risk function to ensure that both are

fit for purpose and positioned well for
the future.

This review identified no fundamental
issues and showed-a number of
strengths and recent positive
enhancements in our approach to risk
management as well as opportunities
to embed a further step change in

risk understanding, awareness and
accountability across the organisation.

In October 2021 we combined the Risk
and Compliance functions to create

a single second line function which

will drive an integrated and consistent
second line approach and enhance

the value we bring to the Company.
These enhancements will ensure a more
mature three lines of defence model
underpinned by a stronger risk culture.

Peter Grewal
Chief Risk and Compliance Officer

Risk framework

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

guantified and managed to safeguard
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 M&G plc. 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

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 aiso
ensuring compliance with regulatory
requirements and internal policies.

Qur approach to risk culture is

centred around the organisation-

wide programme of “| Am Managing
Risk", which requires colleagues

to take personal responsibility and
accountability for identifying, assessing,
managing and reporting risk and
working together to do the right thing
for our customers and clients, our other
stakeholders and our business.

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.

N Assignment of responsibilities for

controls and reporting.

“Our risk management

Is supported by

strong governance,

an embedded
risk culture and
independent
monitoring
and oversight”

Peter Grewal
Chief Risk and Compliance Officer

Image removed
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Governance

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 below).

I Board of Directors

o

| Risk and Audit Commiittees

PaN

Three lines of defence

Risk identification
and management

- Identify, 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

Oversight, advice
and challenge

- Oversight, advice and challenge

- Owner of Risk and
Compliance Framework

- Stress/scenario setting and oversight
- Regutatory liaison

- Proactive and reactive advice
and guidance

- Risk and compliance monitoring and
assurance activities

- Risk and compliance reporting

3 Assurance

- Independent assurance of first line of
defence and second line of defence

- Independent thematic reviews and
risk and controls assessment

First line business areas identify

and manage risks and are overseen
by the second line Risk and Compliance
function. The second line Risk and
Compliance function is structurally
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,

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.

Our expected ability to stay within appetite
is assessed during the annual business
planning process, with the actual position
monitored and managed regularly
throughout the year.

We also have risk appetite statements and
accompanying individual risk thresholds
in place for significant financial and non-
financial risks, including a comprehensive
Group Approved Limits Framework and
Non-Financial Risk Appetite Statement.
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 used.

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.

COVID-19 pandemic

The pandemic has continued to impact the Group across our risk profile as
detailed in the principal risks on the following pages.

in spite of the successful vaccine roll-out in many developed countries, COVID-19
continues to be a risk to market values, interest rates, credit spreads, dividend
levels, rental income and defaults, all of which could adversely impact investment
performance across our funds. In addition, due to unusually accommodative
monetary policies implemented by central banks globally, there is a risk of market
volatility as and when these are unwound. In the course of this process, sentiment
in the financial markets may also be impacted by rising inflation expectations, with
subsequent negative impacts on the value of some asset classes.

Higher levels of hybrid working have contributed to an increased digital footprint
and potential susceptibility to technology disruption and data loss through cyber-
attacks. Our security control environment has matured during 2021 as a resuit

of continued focus through a dedicated multi-year programme. The programme
strengthens our cyber posture by delivering sustainable controls across

key areas.

One of the most visible impacts of COVID-19 has been the acceleration of digital
transformation and digital adoption in the general population. We expect to
continue to undertake significant change to achieve our strategic priorities
particularly in respect of our target operating model, process and digital
transformation, new product offerings and ESG.

We have implemented a cautious and structured approach to the “Return to
Office" for UK colleagues, following the reopening of all UK offices in October
2021. We are doing this in line with the latest government guidance and with
consideration of individuals' preferences and safety concerns, whilst ensuring
that a sense of community and organisational synergies are maintained. As we
have done throughout the pandemic, we continue to put the safety and well-being
of our colleagues at the forefront of our response.
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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 resulting from 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 conflicts, and policy
uncertainty, may impact
our products, investments
and operating model.

Our key savings
proposition, PruFund,
accounts for a significant
proportion of our total sales
and we are also significantly
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 externalinfluences.

Management and mitigation

We conduct an annual
strategic planning process,
which is subject to oversight
by the Risk 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

Qutlook priorities

In spite of the successful vaccine
roll-out in many developed
countries (and to a lesser extentin
developing countries), COVID-19
and its economic impact continues
to be a risk to investment
performance across our funds.
These headwinds could impact
solvency and reduce the value of
AUM and therefore fee income.

OEOOOO

Additionally, we believe
competition across all market
segments 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 work is ongoing
to develop new propositions

and expand our institutional and
international businesses.

The conflict in Ukraine has
potential to impact our risk profile
including but not limited to:
adverse and volatile economic
and market conditions; impacts
on investment performance and
underlying assets; increased
cyber risk; and regulatory risk
from sanctions. The uncertainty
around these impacts requires
us to continually monitor and
assess developments. We have
responded to events by mobilising
resources and standing up
incident response protocols.
This includes bringing together
colleagues from across the
business to provide an enhanced
monitoring and decision-making
capability. These protocols allow
us to effectively manage risks for
our stakeholders and respond

to potential adverse impacts in

a timely manner.

Change from
last year

Neutral

Our strategic priorities

@ @ 1. One M&G

. Expand Institutional

. Grow Europe

. Revitalise UK
Qe
®

. Build International

. Protect Heritage

Njo|jo |~ |W|N

. Active Capital Management

and Operational Efficiency
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2 Sustainability and ESG

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 are
identified, assessed and
managed under the M&G

plc ESG Risk Management
Framework and Policy, which
was developedin 2021 andis
currently being embedded.

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 leveraging the
Bank of England'’s 2021 Ciimate
Biennial Exploratory exercise.

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 Compliance Officer.

Such activities feed into
established oversight and
escalation forums to identify,
measure and oversee
investment performance,
investment risk and fund
liquidity risks.

Outlook

Following COP26, governments
have committed to take action to
reduce emissions in the coming
years, with further more ambitious
action needed to meet the

goal of restricting end Century
temperature increases to well
below 2C. We have made specific
firm-wide public commitmentsin
respect of Sustainability issues
and we continue to embed
sustainability and ESG principles
within our products (e.g. launch of
PruFund Planet), business and
operating model to ensure that we
meet the expectations of a wide
range of stakeholder groups.

Outlook

The impact of the COVID-19
pandemic on economies

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 a
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 Change from
priorities last year

@ Increased

Strategic Change from
priorities last year
Neutral

OOOOOE
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Risk management continued

4 Credit

Principal risk

We are exposed to the
risk that a party toa
financial instrument,
banking transaction or
reinsurance contract
causes a financial loss to
us by failing to discharge
anobligation. In the case
of invested assets this
relates to the risk of an
issuer 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
entersintois 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. Our 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.

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.

We have procedures in place
to respond to significant
market events and disruptions,
bringing together colleagues
from across the business

to provide an enhanced
monitoring and decision-
making capability.

Outlook

Our credit risk exposure is
expected to reduce over time

as our annuity business runs off.
In the near term, there remains

a risk of deterioration in credit
conditions as a result of the
ongoing 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 increasein

the proportion of secured assets
and a defensive and diversified
credit portfolio.

Outlook

Our market risk exposure is
expected to decrease given the
majority of new products being
sold contain minimal exposure to
financial risks. Due to unusually
accommodative monetary policies
implemented by central banks
globally, there is a risk of market
volatility as and when these are
unwound, in particular if this is
carried out in an un-coordinated
manner. in the course of this
process, sentiment in the financial
markets may also be impacted

by potential rising inflation
expectations, with subsequent
negative impacts on the value of
some asset classes, in particular
fixed income securities.

Strategic
priorities

OEOOOOE

Strategic
priorities

OOOOOE

Change from
last year

Decreased

Change from
tast year

Decreased
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6 Corporate liquidity

Principal risk

We must carefully manage the
risk that we have insufficient
cashresources to meet our
obligations to policyholders
and creditors as they fall due.
This includes ensuring each
part of our business and M&G
plc as a whole has sufficient
resources to cover outgoing
cash flows, under arange of
severe but plausible scenarios.

7 Longevity

Principal risk

We make assumptions
regarding the life expectancy
(tongevity) 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.

Management 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.

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.

Outlook

The pace of longevity
improvements among the
annuitant population has
slowed in recent years.
Additionally, as our closed
non-profit annuity book
runs-off our longevity
exposure is expected to

reduce over the longer term.

Strategic Change from
priorities last year
@ Neutral
Strategic Change from
priorities last year

@ Neutral
@

Our strategic priorities

1. One M&G
@ @ . Revitalise UK

. Expand Institutional

. Grow Europe

Qo
o

. Protect Heritage

2
3
4
5. Build International
6
7

. Active Capital Management
and Operational Efficiency
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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
resultin poor customer
outcomes, reputational
damage, increased costs

and regulatory censure.

We have a high dependency
on technology 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.

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

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.

Our security control environment
has matured as a result of
continued focus from the
Technology leadership team

and the multi-year Strategic
Secure Programme continues

to strengthen the cyber posture.

We have enhanced our oversight
and risk management of third
parties across M&G plc, including
our approach to selection,
contracting and onboarding,
management and monitoring, and
termination and exiting.

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.

Outlook

Exposure to technology risk
remains material, driven by
our digital footprint, higher
levels of hybrid working

and the evolving external
cyber-threat landscape.
Our strategic technology
programmes will continue
to enhance our control
environment through 2022.

Our dependency on

third parties for critical
activities such as customer
engagement, investment
management, fund
administration is reflected
in our ongoing focus on
managing third party risks.
Our enhanced approach

is designed to provide a
scalable and sustainable
oversight model.

Outlook

One of the most visible
impacts of COVID-19 has
been the rapid acceleration
of digital transformation
and digital adoption in

the general population.

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, digital
transformation and
strengthened resilience),
and meet regulatory
requirements. Our exposure
to change risk will therefore
remain material.

Strategic
priorities

QOOOOOO

Strategic
priorities

QEOOOOO

Change from
last year

Decreased

Change from
last year

Neutral
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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 culture.

As alarge and listed public
company, and as we continue
toimplement our change
programme, our people risk
and associated reputational
impactis heightenedina
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

Our HR Framework includes
policies and standards for
Diversity and Inclusion, Employee
Relations, Remuneration, Talent,
Resourcing, 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.

11 Regulatory compliance

Principal risk

We operate in highly regulated
markets and interact with a
number of regulators across
the globe, in an environment
where the nature and focus

of regulation and laws remain
fluid. There are currently

a large number of national

and international regulatory
initiatives in progress, witha
continuing focus on solvency
and capital standards,
financial crime, conduct

of business and systemic
risks. The consequences of
non-compliance can be wide
ranging and include customer
detriment, reputational
damage, fines and restrictions
on operations or products.

Management and mitigation

Accountability for compliance with
regulatory and legal requirements
sits with our senior management.
Our Compliance function supports
our businesses by providing
guidance to, and oversight of, the
business in relation to regulatory
compliance and conflicts of
interest, and carries out routine
monitoring and deep-dive
activities to assess compliance
with regulations and legislation.

A dedicated Group Financial
Crime Compliance functionis
leading the implementation
of a strengthened financial
crime compliance framework
across M&G plc. in 2021, we
increased our capabilities
and introduced new systems
in line with our target
operating model and ongoing
transformation programme.

National and global regulatory
developments are monitored and
form part of our engagement with
government policy teams and
regulators, which includes updates
on our responses to the changes.

Qutlook

With the reduction of COVID-19
related restrictions in the UK,
a cautious and structured
approach to the “Return to
Office"” for UK colleagues,
following the reopening of all
UK offices in October 2021,
is being implemented with
consideration of individuals'
preferences and safety
concerns, whilst ensuring
that a sense of community
and organisational synergies
are maintained.

Competition for top talent 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 culture,
behaviour and norms in
today's fast changing world.

Outlook

As we continue to

expand our international
presence and deliver our
business transformation,
there is an increased
dependency on having
good working relationships
across regulators.

The Financial Crime
programme continues
to progress, and is
entering a key phase
in the implementation
of the operating model
and enhancing tools to
comprehensively scan
and monitor activity.

Regulators have an
increased focus on
governance, senior
management, conflicts
of interest, culture, fair
outcomes for customers,
risk management and the
control environment.

Strategic Change from
priorities last year
@ Neutral

Strategic Change from
priorities last year
Neutral

OOOOOOO
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Risk management continued

12 Reputational

Principal risk

Our reputation is the sum of
our stakeholders’ perceptions,
which are shaped by the
nature of their expectations
and our ability to meet

them. Consequently, there

is arisk that through our
activities, behaviours or
communications, we fail to
meet stakeholder expectations
in ways which adversely
impact trust and reputation.
Failure to effectively manage
reputational risk could
therefore have an adverse
impact on our revenues and
cost base, our ability to attract
and retain the best staff and
could also resuit in regulatory
intervention or action.

Management and mitigation

Our Reputational Risk
Management Framework and
dedicated Reputational Risk
team monitor and report on
reputational risks utilising

a suite of metrics to monitor
stakeholder groups.

We have embedded reputational
risk champions within our
business and they perform an
active role in identifying and
monitoring key reputational risks
and drivers. The reputational

risk champions also support our
businesses in creating processes
that include full consideration of

reputational risks in key decisions.

Outlook

We still have a relatively
new corporate identity, and,
as such, we are subject to
significant scrutiny over our
strategy, commitments and
disclosures. Whilst driving
our sustainability agenda
remains a priority, the
ongoing management of
other key stakeholders
remains key. Additionally,
the socio-political climate,
together with an increase in
activities being undertaken
by the business, means that
we could face an increasing
range and severity of
reputational events.

The effective management
of all stakeholder groups
will be necessary for the
successful delivery of

our strategy and for the
ongoing sustainability of
the business.

Strategic
priorities

QEOOOO®O

Change from
last year

Neutral

Our strategic priorities

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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Sustainability and ESG risk management

Sustainability is crucial to our success
and that of the companies in which we
invest. A failure to address and embed
sustainability considerations within our
products, business and operating model
could adversely impact on our financial
performance, reputation and plans

for future growth. Consequently we
consider sustainability a “principal risk”
which means that we recognise the
considerable threats and the potential
benefits that sustainability risk could
have on our business and that of the
companies that we invest in.

Our stakeholders increasingly

expect us to consider and acton a
broad range of sustainability issues,
including those concerning the climate,
diversity and inclusion and corporate
governance. Therefore we consider
these broad range of issues through an
environmental, social and governance
(ESG) lens to identify, assess and
manage the risks, enabling us and others
to benchmark our success.

Protect reputation
Integrate the Reputational
Risk Framework across
M&G's legal entities
and differing business

and our values of “care
and integrity”

environments and territories

Embed risk

governance
Create a robust decision-
making and escalation
environment on ESG risk
issues, demonstrating
prudent and effective
controls to facilitate effective
entrepreneurial leadership

We currently consider ESG risk from
three broad dimensions:

1. Inside out - arising from how our
business impacts on the planet and
society, as we seek to create and
drive value for our stakeholders, from
customers to shareholders.

2. Outside in - arising from the impact
of ESG factors on our organisation,
ensuring that any “real time” response
aligns to our positioning on ESG.

3. Reputation - Our ability to meet a
range of key stakeholder expectations
on sustainability and ESG issues,
whilst reinforcing our brand values of
care and integrity.

Our ESG risk
management approach

The identification, assessment and
management of ESG risk is conducted in
line with the M&G plc Risk Management
Framework, with risk governance

based on the “Three lines of Defence”
(3LoD) model.

ESGrisk culture
Through engagement,
training and collaboration,
build a culture of awareness
and understanding of ESG
Risk to underpin an effective
three lines of defence, in
line with our commitments
and in accordance with our
core principles

ESG Risk
Management
Framework

Manage and report

effectively on ESGrisk
Ensure effective risk
controls, policy and
practices arein place to
mitigate and minimise ESG
risks, and provide oversight
of progress made against
key objectives and flag any
barriers to success

Recognising the complex range of risks
that sit under ESG, we have developed
a specific ESG risk management
framework to further enhance

our approach to the identification,
assessment and management of ESG
risks. The framework, which has been
approved by the Risk Committee, is
intended to help inform, educate and
communicate the importance of ESG
risk across the business and consists of
five core components: ESG risk culture,
identifying and assessing ESG risk,
managing and reporting effectively on
ESG risk, embedding risk governance
and protecting reputation.

The framework is supported by an ESG
risk policy, which articulates our ESG risk
appetite and sets out key requirements,
applicable to all business areas, for the
management of ESG risk in a manner
consistent with our risk appetite.

ESG risks are escalated within risk
reporting, which is provided to Board
and Executive Risk Committees, with
further escalation to the relevant Boards
as required.

identify and

assess ESGrisk

|dentify potential ESG risks
and impacts, considering

both the contribution the

business makes to ESG
(“inside out™) and the impact

of external ESG events on
the business (“outside in")
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Risk management continued

Climate change risk

The Task Force on Climate-related 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 risks across transition, physical and liability risks and across a range of timeframes (Short-Term (ST):

< 3years; Medium-Term (MT): 3-10 years; Long-Term (LT): 10+ years)..

The main categories of these risks are illustrated in the tables below and are applicable across our different legal entities
and business areas. .

Climate-related risks

Key Physical Risks Identified
Risk Driver Impact Identified Horizon

Acute The increasing frequency and severity of extreme weather events MT/LT
(for example heatwaves, droughts, and floods), could result in:

- Damage and disruption to our own operations and those of our
critical suppliers.

- Damage and disruption to the operations and assets of the companies
we invest in, impacting asset values.

- Damage and disruption to the properties we invest in, impacting the value
of those properties.

- Impacts to our actuarial liabilities from changes to mortality, expenses
and (indirectly) lapse behaviours.

Chronic Longer-term shifts in climate patterns (for example, increased average MT/LT
temperatures, sea level rise and higher precipitation) could have wide ranging

impacts on living and working conditions and human health. This would

result in implications for economic growth, monetary policy and lifestyle

choices which have the potential to impact the value of the assets that we

hold and the value of our actuarial liabilities (through impacts to mortality

rates, expense levels and lapse behaviours). Such changes are likely to vary

across geographies and may also have implications for the propensity to save,
impacting new business volumes.

Key Liability Risks Identified

Liability/Litigation - Failure to appropriately identify, respond to and disclose the risks arising ST/MT/LT
from climate change and the impact they may have on shareholders,
customers and clients leading to litigation of the firm and/or Directors.

- Failure to comply with climate regulations could lead to fines or other
regulatory sanctions (for example Capital add-ons).

Policy and Regulation Policy actions around climate change could have significant impacts on both ST/MT/LT
M&G and the companies that we invest in. For example:
- Carbon-pricing mechanisms increase the costs incurred by high carbon
emitters, potentially negatively impacting financial performance unless steps
are taken to reduce emissions.
- Increased disclosure requirements in relation to climate risks, with non-
compliance potentially resulting in fines, regulatory sanctions and challenges
from investors and other stakeholders.
- Policy could also impact tax revenues, provision of health and social care and
propensity to save.

- Impacts are also likely to vary across industrial sectors and geographies.

' Technology Technological improvements or innovations that support a transition to ST/MT
alower-carbon economy could have a significant impact on M&G and the
companies that we invest in. For example:

- Technology advances could affect the competitiveness, production and
distribution costs and ultimately demand for certain organisations goods
and services (for example the switch to renewable energy).

- M&G and its customers and clients could benefit from or miss out on
investments in innovative solutions that reduce, minimise or mitigate the
impacts of climate change.

- Organisations may have to dedicate time and resource t6 decommission
legacy systems.
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Key Liability Risks Identified continued
Risk Driver
Market

Impact Identified
Change/fluctuations in the demand for M&G propositions and the value of the

companies that M&G invests for example due to:

- Demand shifts as stakeholders become more climate aware and place
greater scrutiny on company climate impact and plans, or from knock-on
impacts from changes to taxes, health and social care funding or policy
incentives to save.

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

- Fire sales or liquidity issues in carbon intensive assets driven by, for example,
a lack of consistent and reliable information on climate exposures.

- The price for energy as a result of the greening of the energy sector.

failed repayments.

Horizon

ST/MT/LT

Impacts to Company credit standings resulting in lending limitation and

Reputation

Risk arising from the failure to meet targets and commitments made to

ST/MT

stakeholders within timeframes required by regulation or committed by

management.

Climate change risk
management as a business

The identification, assessment and
management of climate-related risks,
along with other ESG-related risks, is
integrated into the M&G plc ESG Risk
Management Framework. As climate
change is one of our sustainability
thematic priorities it is a key area of
oversight for second line Risk and
Compliance teams. Consideration and
prioritisation of climate risk is also
built into the decision-making and
governance processes andis a
requirement of key strategic Board risk
assessment papers.

Scenario analysis is an important tool
in the identification, assessment and
management of climate change risk.
Over the course of 2021 our existing
in-house climate risk modelling
capabilities have been supplemented
with scenario analysis conducted in
partnership with a leading climate risk
modelling consultancy.

More on scenario analysis,
see pages 55 and 56

Climate change risk identification

We combine a range of approaches

to help us identify, understand and
articulate climate risk, including
academic research, industry-shared
learning, scanning tools and relevant
data sources, scenario analysis and best
practice guides.

In 2021, M&G participated in the

Bank of England's Climate Biennial
Exploratory Scenario exercise (CBES)
which explored how the values of our
assets and liabilities might be impacted
by the transition and physical risks
emerging across three different climate
pathways over a 30-year time horizon.
In conducting this exercise we used both
our existing in-house climate risk model
and scenario analysis conducted with
our consultancy partner. A number of
climate scenarios, consistent with the
CBES scenarios, were also considered
as part of our Own Risk and Solvency
Assessment (ORSA).

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

Across M&G plc and its subsidiaries we
continue to integrate climate change risk
into a range of activities across the three
lines of defence. At the corporate level
this includes putting climate change

at the heart of the risk assessments

for key strategic decisions, helping to
guide investment and resources across
the business. Our bespoke ESG risk
management framework has been
implemented in 2021 and is now being
integrated across the business. As part
of this integration journey, we are
establishing a new ESG Risk Governance
structure across the business, which
includes the setup of three discrete Risk
Management Working Groups, focusing
specifically on Environment (including
climate change), Social and Governance
risk issues. Examples of the activities
undertaken across the three lines of
defence are set out overleaf:
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Risk management continued

Examples of activities undertaken across the three lines of defence

Business areas (BAs)/first line of defence

Responsible for managing the ESG risks (including climate-related risks) that they are exposed to and for facilitating and

evidencing this by:

- Maintaining the governance structure to support ESG implementation.
- Ensuring that business areas are undertaking appropriate analysis to identify ESG risk relevant to their areas.

- Ensuring individual ESG risk (including climate change) are mitigated within agreed appetite or appropriately risk accepted.
- Co-ordinating with control owners to ensure ESG controls are being developed, managed and reported.

Risk and Compliance oversight/second line of defence

Responsible for providing guidance, independent oversight and assurance on ESG risks (including climate-related risks), including:

- Reviewing first line of defence entity/project papers.

- Developing ESG guidance and training.

Internal audit/third line of defence

Challenging that appropriate reporting and measures are in place.

Challenging outputs in terms of industry trends, learning and best practice.

Ensuring appropriate stress/scenario testing are in place to monitor material ESG (including climate change) risk.

- Providing independent ESG assurance to Executive and Boards across the first and second lines of defence.

- Assessing the quality, effectiveness, reliability of M&G plc's ESG approach.

- Providing independent challenge on the consistency of external ESG disclosures.

Throughout the past year we have
continued to invest in and develop new
capabilities in climate analytics, drawing
on expertise from across our business
(including technology, investment and
risk professionals). Over the coming
year we are looking to further integrate
these new capabilities into our decision-
making and risk oversight processes.

Climate change risk
management as an
asset owner

We use a number of methods to identify
where our business and our investment
portfolios are exposed to climate

risk. Chief among these is scenario
modelling. We are able to model our
portfolio exposures and how they
behave in different climate scenarios

on an ad hoc basis, and will extend this
capability across our portfolios, with
regular refreshes. This will enable us

to identify climate-related risks to the
balance sheet, as well as track how
individual climate risk exposures change
over time. We will be able to take into
account future developments in climate
science and measurement by changing
or adjusting the scenario parameters
that we use within our modelling.
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Our approach to scenario modelling

is to incorporate bottom-up analysis
(derived from security specific data)
into a scenario parameterised in a top-
down fashion. We are therefore able to
identify security-specific risks to our
investment portfolios and balance sheet
and understand how they interact with
economy-wide effects such as interest
rates, carbon prices and physical

risk effects.

Any conclusions we draw from scenario
modelling are incorporated into our
process for setting strategic asset
allocations (SAAs). Our portfolio

SAAs are then set at the geographical
and sector level with portfolio
positioning that best accounts for the
risks identified.

We are also aware that scenario
modelling does not identify all climate-
related risks. We also consider various
topical ESG issues, and their impact or
contribution to climate change. We then
contextualise these conclusions in our
investment strategy at portfolio level to
best manage these risks as they arise.

We regularly identify and monitor
risks, including climate-related risks,
with a frequency no less than annually.
We devise mitigating actions against
identified risks, and implement them
as appropriate.

Climate change
risk management
as an asset manager

Similarly as an asset manager we also
employ scenario modelling to identify
exposure to climate risk across our
portfolios. This includes physical risk
modelling across our direct real estate
investments to identify assets most at
risk and plan to mitigate accordingly.

We are scaling our client engagement,
using detailed analysis and tools to
enable investee companies to consider
climate risks and develop solutions
accordingly. These tools include our
climate and coal dashboards which
provide a quantitative assessment of
investee's exposure to certain climate
factors, along with our ESG scorecard
which acknowledges the qualitative
nature of many ESG considerations.

In 2021, we implemented quarterly risk
reviews to highlight and discuss material
ESG risks and opportunities, such as
climate, and to support the integration
of ESG factors, including climate,

into our investment decision-making.
These reviews cover all major public
equity and fixed income strategies with
separate reviews undertaken for multi-
asset portfolios.



Emerging risks

Emerging risks are newly developing Risk
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

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

emerging risks and assess which will be
trade policies

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-

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.

assessments and external perspectives.  Longer-term impact of the

We carry out a light touch review of the COVID-19 pandemic

development of emerging risks during
the year to update the assessment of
emerging risks and our preparedness

The longer-term economic, political and socia!
implications of the current COVID-19 pandemic
remain uncertain. Additionally, the impact on
productivity, innovation and health and safety
due to new ways of working is uncertain.

should the risk emerge, incorporating Artificial intelligence
any material developments since the and digital disruption
annual assessment.

The progress in artificial intelligence and cognitive
computing may resuit 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.
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Risk management continued

Basis of preparation

The Strategic Report presented in our Annual Report and Accounts for the year ended 31 December 2021 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, DTR 4.1.8 and DTR 4.1.9, 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.

The risk management section of the Strategic Report describes the principal risks and uncertaintieson .
pages 70-83. “

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 performance measures (APMs)
asissued 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 investorsin
assessing the performance of the business during the year, in conjunction with the relevant IFRS results included within
the Group's consolidated financial statements.

/

John Foley
Chief Executive Officer
7 March 2022
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Interim Chair’s introduction to governance

Governance to support our business

| am proud to open this Governance
Report by highlighting some of the
areas of governance which have had
the most impact on us as a Board

and as a business. | am also delighted
to use this opportunity to welcome
Edward Braham as our new Chair, who
will take on the role with effect from

14 March 2022. Edward's experience
of building international businesses
while leading one of the largest global
law firms, developing teams, managing
stakeholders, as well as his strong
transformational track record, make him
a compelling choice for M&G.

Composition

The Nomination Committee has had

a very busy schedule this year, on

the Chair and Chief Financial Officer
succession activities, and also on the
review of the Board level skills that our
business needs.

Clare Chapman joined our Board in
March 2021, and has brought great focus
to employee matters, critical for one of
our key stakeholder groups.

We are also delighted to be welcoming
Dev Sanyal to the Board in May 2022,
bringing expertise in sustainable energy
and executive operations.

Kathryn McLeland will also be joining
the Board in May as our new Chief
Financial Officer.

ESG focus

Environmental and climate issues have
been a focus of the Board's agenda in
2021. On the next page we describe
how we are embedding governance in
this area and our achievements to date,
including the approval of M&G plc's

first Sustainability Report, the approval
of our first interim target towards our
goal of achieving net zero across our
entire investment portfolio by 2050, and
changes to our governance to recognise
the increased work required around ESG
risk oversight and climate reporting.

These changes recognise that the
Non-Executive workload around
environmental and climate matters is
increasing, but we feel well positioned
to take on this challenge and we are
very supportive of John's ambitions in
this area.

This year we will be asking our
shareholders to support our climate
transition plan through a specific “Say
on Climate" resolution to be put to our
shareholders at our AGM.

Culture

Culture was a key agenda item in 2020,
and was an area of continued focus

in 2021. This was a year in which we
could build on our foundation work

and the Board used this opportunity

to debate its own role in overseeing
culture and the data it needed to do this.
Significant progress has been made but
there is still more to do.

“Welcome to our

Governance Report. We hope
this section demonstrates to

you how the governance of

M&G contributes to its long-term

sustainable success and how
the Board has carried out its

duties throughout the year.”

Fiona Clutterbuck
Interim Chair

Review and evaluation

In addition to our regular year end
evaluation, the Non-Executive Directors
carried out a review of the governance
across M&G plc with the aim of ensuring
we maintained simple, purposeful and
efficient structures. We collaborated
with the Boards of PAC and MGG (our
Material Subsidiaries) on this project,
which was a very successful process.

It is one of the key tasks of the Chair to
ensure evaluation and self-assessment
by the Board takes place to improve how
we operate.

AGM

We thank all our shareholders who voted
via proxy and who put forward questions
to our AGM in 2021. While COVID-19
restrictions have made the traditional
in-person meetings difficult, we
nonetheless view the AGM as a critical
point of engagement with shareholders
and we strive to ensure your voting
support remains at the high levels we
have seen in 2021.

Fiona Clutterbuck
Interim Chair

Image removed
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