News release

24 March 2021

Annual Report and Accounts 2020

Following the release by M&G plc (the "Company") on 9 March 2021 of the Company's 2020 Full
Year Results Announcementforthe year ended 31 December 2020, the Company announcesthat it
has today issued the 2020 Annual Report and Accounts (“Annual Financial Report”).

The document is available to view on the Company's website here and, in accordance with Listing
Rule 9.6.1, a copy has been submitted to the National Storage Mechanism and will shortly be
available for inspection at https://data.fca.org.uk/#/nsm/nationalstoragemechanism

Printed copies of the Annual Financial Report are expected to be mailed to shareholders on or
around 14 April 2021, togetherwith the Company's 2021 Notice of Annual General Meeting, in line
with shareholder communication preferences.
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Principal risks and uncertainties

1 Business environment and market forces

News release

Strategic Change
Principal risk Management and mitigation Outlook Pillarsi from last
Changing customer preferencesand We conduct an annual strategic We believe competition will 2 Increasing
economic and political conditions planning process, whichissubjectto  intensify in response to 3
could adversely impact our abilityto oversight by the Risk and Resilience consumer demand, technological 4
deliver our strategy and have function and advances, the need for 5
implications for the profitability of the Board, and resultsin an approved economiesofscale, regulatory 6

our business model. strategy. The process considers the

potential impact of the widerbusiness

environment and, throughout the
The markets in which we operate &

. - . ear, we monitor and report onthe
are highly competitive while ¥ P

X deliveryoftheplan.
customer needs and expectations

are changing rapidly.
We continue to diversify our savings

. . . and investments business torespond
Economic factors, including those P

to developing customerneedsinterms
resulting from Brexitand the COVID- ping

19 pandemic, may impactthe of products, distribution and servicing.

We are also implementing a significant
demand for our products and our P gasie

- . digital transformation programme to
ability to generate an appropriate

e delivera
return. In addition, increased

diversified distribution strategy.
geopolitical risks and policy more diversified distribution strategy

) ) We have expanded our operationsin
uncertainty may impact our

. Europe to ensure that we can continue
products, investments and

. to grow and service our European
operating model.

customer base following

the UK’s departure fromthe European
Our key savings proposition, Union.
PruFund, accounts for a high
proportion of our total sales and we
are also heavilyreliant on the
intermediated channel for sales of

savings solutions. This heightens our

actionsand new market

entrants.

We have launched a number of
new products and the acquisition
of Ascentric broadens our
coverage of the Independent
Financial Advisor marketand
accelerates our move intohigh
value wealthmanagement. Work
isongoingto developnew
propositions and expand our
institutional and international

businesses.

We continueto focus on
minimising the impact of COVID-
19 pandemic onthe service we
provide to our customers.

We had prepared for a “no-deal”
Brexit to manage the risk that
the process and outcomes
compromisedour business

model and strategy. In the run-

1intn and immediatalvaftar 21
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2 Sustainability
Strategic Change
Principal risk M | mitigati Outlool Pillars' f |
Our stakeholdersincreasingly expect Sustainability risks, along with other risk types, We have made 1 New
that we meet the needs of the are identified, assessed and managed under the  specific firm-wide 2
present without M&G plc Risk Management Framework and public commitments 3
compromising the ability of future  specific emphasis on the management of thisrisk inrespectof 4
generations to meet their own will be outlined withinthe M&G plc ESG Risk Sustainability issues 5
needs. In additionwe recognise that Management Framework, whichis currently and we continueto 6
sustainability, including issues under development. addressand embed
concerning the climate, diversity sustainability within
and inclusion, corporate governance . . . . our products, business
o rp .g Consideration of ESG Risk is builtinto the P :
and biodiversity, is crucial to our - ) ) and operating model.
decision- making processes and a requirement of
success and that of the companies in ) . As 2020
key strategic board risk assessment papers.
which we invest. . . . . demonstrated,
Climate changerisk is being integrated intoour
. . . responding effectively
scenario analysis process with both | ted
. . to climate-relate
A failure to address and embed top down and bottom up consideration over a
A s . . incidents suchas
sustainability within our products, range oftime horizons.
. . flooding, world health
business and operating model could
. L issues such asthe
adversely impact our profitability, .
. COVID-19 pandemic
ronutatinn and nlanc farornuith
3 Investment performance and risk
Strategic Change
Principal risk Management and mitigation Outlook Pillars! from last
The investment objectivesand risk  Our fund managers are accountable for the Fund liquidity will 2 Increasing
profiles of ourfunds and segregated performance of the fundstheymanageandthe remainakeythemeas 3
mandates are agreed with our management of the risks to the funds. regulatory and market 4
customers and clients. A failure to developmentsimpact 5
deliver against these objectives funds’ investmentsin 6
8 J An independent Investment Risk and
(including sustained unquotedand hard- 7

underperformance of funds), to
maintain risk profiles that are
consistent with our customers and
client’s expectations, or to ensure
that fund liquidity profiles are
appropriate for expected
redemptions may all lead to poor
customer outcomes and resultin
fund outflows. If these risks
materialise for our largerfunds or a
range of funds, our profitability,
reputation and plans forgrowth
may be impacted.

Performance team monitors and oversees fund

performance, liquidity and risks, reporting tothe

Chief Risk and Resilience Officer.

Such activities feed into established oversight and
escalation forums toidentify, measure and

oversee investment performance, investment risk

and fund liquidity risks.

to-trade assets.

The impact of the
COVID-19 pandemic
may continue tocause
sharp movementsin
market values,
interest rates,
dividendlevels, rental
income and defaults,
all of which could
adversely impact
investment
performance and fund

flows. While market
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4 Credit
Strategic Change

_Principal risk Management and mitigation Outlook Pillars' from last
We are exposed to therisk that a Our Credit Risk Framework sets standards for the Our credit risk 2 Increasing
party to afinancial instrument, assessment, measurementand management of  exposure isexpected 4

banking transaction or reinsurance credit risk, whichare monitored by adedicated, toreduceovertimeas 6

contract causes afinancial lossto us independentteam. We setand regularly review  our annuity business 7

by failing to discharge an obligation. limits for individual counterparties, issuers and runs off. In the near

In the case of invested assets this ratings, and monitorexposures against these term, there isarisk of

relatesto the risk of an issuerbeing limits. Our policy is to undertake transactions amaterial

unable to meet their obligations, with counterparties and invest in instruments of ~ deteriorationin credit

while for trading orbanking high quality. We have collateralarrangementsin conditionsasa

activities thisrelates to the risk that place for derivative, securedlending, reverse result of the market

the counterparty to any contractthe repurchase and reinsurance transactions. effects of the COVID-

business entersintois unable to 19 pandemic. Through

meet their obligations. Our solvency our annuity portfolios

isalso exposed to changesin the in particular, we are

value of invested creditassets exposed to excess

arising from credit spread widening downgradesand

and/ or credit rating downgrades. defaults, and to credit

5 Market

Strategic Change

Principal risk Management and mitigation Outlook Pillarsi from last
Our profitability and solvency are Market risk appetiteis setand monitoredto limit Our market risk 2 Increasing

sensitive to market fluctuations.
Significant changesin thelevel or
volatility of pricesin 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 investmentincome
denominatedin foreign currencies.
Furthermore, material fallsin
interest rates may increase the
amount that we need toset aside in
order to be able to meet our future
obligations.

our exposure to key marketrisks, and we have
prescribed limits onthe seed capital provided for
new funds. Our established approachto
managing market risk was successfully utilised
and adapted to monitorand respond tothe
impact of the COVID-19 pandemicon markets,
funds and operations.

Where appropriate, and subject torisk limits and
procedures, we use derivatives for risk reduction,
for example, to hedge equities, interestrates and
currency risks, and we carry outregularreviews
of hedging and investment strategies, including
asset-liability matching, informed by stress

testing.

exposure isexpected 4
toincrease asthe 5
growth ofthe PruFund 6
business outweighs 7
the reduction in

market risk that

occurs from therun-

off of the Heritage

book. Additionally,
there isthe potential

for further market
volatility asthe
COVID-19 pandemic
continues to impact
markets. However,

the risks are actively
managed and

monitored. As such,
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6 Corporate liquidity

Strategic Change

Principal risk M | mitigati Outlool Pillars' f |
We must carefully manage therisk Risk appetiteissetsuch that we maintain We expect the nature 2 Unchanged
that we have insufficientcash adequate liquid resources and our liquidity of our exposureto 4

resources to meet ourobligationsto position isregularlymonitored andstressed. We liquidity risk, and our 5

policyholders and creditorsasthey have detailedliquidity contingency funding plans approach to managng 6

fall due. Thisincludes ensuring each in place to manage a liquidity crisis. the risk, will remain
part of our business and M&G plc as materiallyunchanged
a whole has sufficient resources to in the short-term.

Liquidity, cash and collateralis managed for the

over outgoing cash flows, under a ) . . -
coveroutgaing cas W u Group by Prudential Capital, which holds liquid,
range of severe but plausible )
high grade assets and has access to external

scenarios.
funding.
7 Longevity
Strategic Change
Principal risk Management and mitigation Outlook Pillarsi from last
We make assumptions regardingthe We conduct annual reviews of longevity The pace oflongevity 6 Unchanged
life expectancy (longevity) of our assumptions, supported by detailed assessments improvements 7

customers when determining the of actual mortality experience and have ateam of amongthe annuitant

amount that should be set asideto  specialists undertaking longevityresearch. population has
pay future benefits and expenses. slowed in recent
Unexpected changesin the life We perform regular stress and scenario testingto years. Additionally,

expectancy of our customers could understand the size of the longevity risk exposure. our existing business

have a material adverse impacton will continueto run-
both profitability and solvency. This We have undertakenlongevity risk transfer off, reducing our

risk mainly arises from our large transactions, where attractive financialtermsare longevity exposure
annuity book and, although we no  available from suitable market participants. over the longer-term.

longer write new annuity business in

the open market, the size of the Anincrease in

back-book remains significant. mortality rates may
be expected to some
extent over the
short-term due to
the COVID-19
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8 Operational

News release

Princinal risk

A material failurein the processes
and controls supporting our
activities, that of our third-party
suppliers or of our technology could
result in poor customeroutcomes,
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 ourability to operate
effectively. Additionally, serious
failingsin the delivery and/or
persistent under performance of
third-party supplier arrangements
could impact the delivery of services

to our customers.

Our Operational Risk Framework defines our
approach to theidentification, assessment,
managementand reporting of operational risks
and associated controls across the business

including IT, data and outsourcing arrangements.

The benefits of our investmentin operational
resilience were demonstrated by ourability

to maintain effective business operations during
the disruption caused bythe COVID-19 pandemic.
We continue to progress our programme of work
to enhancethefirm’s resilience to material

operational incidents or business disruption.

We maintain, test and upgrade our IT
environment, processes and controls to maintain
IT performance and resilience and prevent, detect
and recover from securityincidents, including

cyber attacks.

We are continuing our programme of work to
enhance our oversight andrisk management of
third parties across the Group, including our
approach to selection, contracting andon-
boarding, managementand monitoring, and

terminationand exiting.

A rapid scalingupin
remote working
capacity and
capability has placed
significantly greater
reliance on virtual
environments and
introduced changes
in working practices.
This has heightened
operational risk in
the following key
areas: IT
connectivity;
datasecurity and
privacy; cyber crime;
fraud; and processing
failure due to

changesto controls.

Regulatory scrutiny
of, and reputational
damage from, issues
arising from the
processing of
customer data, and
the security

and resilience of our
technology and
processes will remain
high.

Strategic Change
M | mitigati Outlook Pillars ¢ I

1
2
3
4
5
6
7

Increasing
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9 Change

Strategic Change
Principal risk M | mitigati Outlook Pillars' f |
We have a number of significant Project governance isin place (including oversight) In response to the Unchanged
change and transformation with reporting and escalation of risks to COVID-19 pandemic,

programmes underway to deliver managementand the Board.
our strategy for growth, key

financial and non-financial benefits . . .

X . . i Our Strategic Investment Boardis responsible for

(including cost savings, improved o . . -
prioritisation decisions, ensuring that the activities

customer experiences, greater o . . .
P "8 that maximise ourability to achieve the business

resilience and strengthening our ) .
net € plan, key regulatory items and growth activity are

control environment) and regulatory
. )' g deliveredand funded appropriately.
change. Failure to deliver these

programmes within timelines, scope
and cost may impact our business ~ We employasuite of metrics to monitor and

model and ability to deliver against "eport on the delivery, costs and benefits of our
our business plan and strategy. transformation programmes. We conduct regular
deep-dive assessments of transformation

programmes, individuallyand collectively.

we have reviewed
and, where
appropriate,
reprioritised our

change activity.

We remain
committedto our
extensive change
programme which
underpins our
strategy for growth,
meet appropriate
cost base targets,
deliver anumber of
key non-financial
benefits (including
improved customer
experiencesand
outcomesand
strengthened
resilience), and meet
regulatory
requirements. Our
exposure tochange
risk will therefore

remain material.

The uncertaintv of

1
2
3
4
5
6
7
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10 People

Strategic Change
Principal risk M | mitigati Outlook Pillars' f |
The success of our operationsis Our HR Framework includes policies for Diversity =~ Competition for top Increasing

highly dependenton our abilityto  and Inclusion, Employee Relations, Talentand talentis expected to
attract, retain and develop highly Resourcing, Remuneration,and Performanceand remain intense. We

the right mix of skills and behaviours objectivesand remuneration toour business ourinvestment in

1
2
3
qualified professional peoplewith  Learning. The framework is designed toalign staff continuetoincrease 4
5
to support our business strategy and strategy and culture. leadershipand 6

7

culture. manager

) developmentin
Our managementand Board receive regular P
. . . . order to be
As a large and listed public reporting on peopleissues and developments, for )
. . . successful and drive
company, and as we continue to example, the succession plans for critical talent,
. . . . the right culture,
implementour change programme, the managementofindustrial relations, pay,
. . . . behavior and norms
our people risk and associated culture anddiversity.
. . L . in today’s fast
reputational impact is heightened in
changing world.
a number of
We conduct regular surveys to better understand

areasincluding our pay practices ) )
! colleagues’ views onour business and culture, the

staff workloads and morale, the L ) ) . ) The COVID-19
findings of which drive actionstoimprove the

conduct of individuals or groups of pandemicledto a

experience of our staff. The Risk and Resilience

individuals and industrial relations L . rapid scalingup in
team has begun monitoring and reporting as a

(our own and that of key third-party remote working

series of indicators of behavioural risk.
providers). capacity and
capability which has
placed significantly
greaterrelianceon
virtual environments

and introduced
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News release

Princinal risk

Strategic

Change

M | mitigati Outlook Pillars __ from|

We operate in highly regulated
markets and interact witha number
of regulators across the globe,in an
environmentwhere the nature and
focus of regulation and laws remain
fluid. There are currently alarge
number of national and
international regulatory initiatives in
progress, with a 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.

Accountability for compliance withregulatoryand While we have made 1

legal requirements sits with our senior
management. Our dedicated Compliance function
supports our businesses by coordinating
regulatory activities, including interactions with
our regulators, recognising the obligation of our
regulated subsidiaries to meettheir distinct
regulatory requirements and to take decisions
independently in the interests of their customers.

The function provides guidance to, and oversight
of, the businessin relationto regulatory
compliance, financial crime and conflicts of
interest, and carries out routine monitoring and
deep-dive activities to assess compliance with

regulations and legislation.

National and global regulatory developments are
monitored and form part of our engagementwith
government policy teams and regulators, which

includes updates onour responses to the changes.

significant progressin 2

addressing historical

3

regulatory issues, the 4

legacy book will
remain an area of
considerable
managementand

regulatory focus.

As we continueto
expand our
international
presence, our
engagementand
compliance with
regulatory regimes
beyond the UK will
become more
material. For
example our
expansion inthe US
means that the US
sanctionsregimeis
becoming more
significant for us.

5
6

Unchanged

M&G plc, Incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number 11444019. M&G plc is a holding company, some of
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12 Reputational

News release

Princinal risk

Strategic Change
M | mitigati Outlook Pillars ¢ I

Our reputation isthe sum of our
stakeholders’ perceptions, which are
shaped by the nature of their
expectations and our ability to meet
them. Consequently, thereis arisk
that through our activities,
behaviours or communications, we
fail to meet stakeholder
expectations in ways which
adversely impact trust and
reputation. Failure toeffectively
manage reputational risk could
therefore have an adverse impact
on our revenues and cost base, our
ability to attract and retainthe best

staff and could also resultin

Our Reputational Risk Management Framework The COVID-19 1 Unchanged
and dedicated Reputational Risk team monitorand pandemic andthe 2
report on reputational risks utilising a suite of ongoingsocio- 3
metrics to monitor stakeholder groups. political climate, 4
together withan 5
increase inactivities 6

We have embedded reputational risk champions

being undertakenb
within ourbusiness andthey performan active g ¥

o e I . the business means
role in identifying and monitoring key reputational

. . . that we couldface an
risks and drivers. Champions also supportour

. . . ) increasing range and
businessesin creating processes thatinclude full grang

severity of
consideration of reputational risks inkey ¥

- reputational events.
decisions.

A number of factors
mean that such
pressures will

increase, including

iOur strategic pillars are detailed on page 23 of the M&G plc Annual Report and Accounts 2020
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Responsibility statement of the Directors in respect of the annual

financial report

The Directors areresponsible for preparing the Annual Report andthe consolidated and Company financial statementsin
accordance with applicable law and regulations.

Company law requires the Directors to prepare consolidated and Company financial statements for each financial year. Under that
law they are required to prepare the consolidated financial statements in accordance withinternational accounting standardsin
conformity with the requirements of the Companies Act 2006 and applicable law and have elected to prepare the Company
financial statements in accordance with UK accounting standards, including FRS 101 Reduced Disclosure Framework. Inaddition
the financial statements are required under the UK Disclosure Guidance and TransparencyRules to be prepared inaccordance
with International Financial Reporting Standards adopted pursuant to Regulation (EC) No 1606/2002 as it applies in the European
Union.

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Group and Companyand of the Group’s profit or loss for that period.

In preparing the consolidated and Company financial statements, the Directors are requiredto:

- select suitable accounting policies and thenapplythem consistently;
- make judgements and estimates thatare reasonable, relevant and prudent;

- for the consolidatedfinancial statements, state whether theyhave been prepared inaccordance with international
accounting standards in conformity with the requirements of the Companies Act 2006 and International Financial Reporting
Standards adopted pursuantto Regulation (EC) No 1606/2002 as it appliesin the European Union;

- for the Company financial statements, state whetherapplicable UKaccounting standards have beenfollowed, subject to

any material departures disclosed and explained inthe Companyfinancial statements;

- assess the Group and Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going

concern; and

- use the going concem basis of accounting unless they eitherintend toliquidate the Group or the Company or to cease

operations, or have no realistic alternative butto doso.

The Directors areresponsible for keeping adequate accounting records thatare sufficientto showand explainthe Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable themto ensure
that its financial statements comply with the Companies Act 2006. They are responsible for suchinternal control as they
determineis necessary to enable the preparation of financial statements that are free from material misstatement, whetherdue
to fraud or error, and have general responsibility for taking such steps as are reasonably open tothem tosafeguardthe asse ts of
the Group and topreventand detect fraud and other irregularities.

Under applicable law and regulations, the Directors are also responsible for preparing a Strategic Report, Directors’ Report,
Directors’ Remuneration Reportand Corporate Governance Statement that complies withthatlaw and those regulations.

The Directors areresponsible for the maintenance and integrity of the corporate and financial information included on the
Company’s website. Legislation inthe UK governing the preparation and dissemination of financial statements may differfrom
legislation in other jurisdictions.

Responsibility statement of the Directors in respect of the annual financial report

We confirm that tothe best of our knowledge:
- the financial statements, preparedin accordance with the applicable set of accounting standards, give a true and fair view
of the assets, liabilities, financial position and profit or loss of the Company and the undertakings includedin the

consolidationtaken as awhole; and

- the Strategic Report includes a fair review of the development and performance of the business and the position of the
Company and the undertakings includedin the consolidationtaken as a whole, together with a description of the principal
risks and uncertainties thatthey face.

We consider the Annual Report and Accounts, taken as a whole, is fair, balanced and understandable and provides the
information necessary for shareholders toassess the Group’s position and performance, business model and strategy.

M&G plc, Incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number 11444019. M&G plc is a holding company, some of
whose subsidiaries are authorised and regulated, as applicable, by the Prudential Regulation Authority and the Financial Conduct Authority. The Prudential Regulation Authority and the Financial
Conduct Authority replaced the Financial Services Authority on 1 April 2013.
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Clare Bousfield
Chief Financial Officer
8 March 2021

37 Related party transactions

The Group and its related parties comprise members of the M&G plc Group, as well as the Group's joint ventures and associates,

and any entity controlled by those parties.

37.1 Transactions with Prudential plc

For the year ended 31 December2019the Group earned revenue of £16m andincurred expenses of £63m with entities of the
Prudential plc group upto the point of demerger on21 October 2019 at which point Prudential plcgroup entities ceased to be
related parties.

37.2 Transactions with the Group’s joint ventures and associates

The Group received dividends of £19m for the year ended 31 December 2020 (2019: £192m) and made additional capital
injections of £5m in the year ended 31 December 2020(2019: £4m) into joint ventures or associates accounted for using the
equity method. In addition, the Group had balances due from joint ventures or associates accounted for using the equity method
of £133m asat 31 December2020(2019: £132m) and balances due to jointventures or associates accounted for using the equity
method of £nil asat 31 December 2020 (2019: £nil).

Furthermore, inthe normal course of business a number of investments into and divestments from investment vehicles managed
by the Group were made. This includes investment vehicles which are classified as investments in associates and joint ventures
measured at FVTPL.The Group entities paid amounts for the issue of shares or units and received amounts for the cancellation of

shares or units. These transactions are not consideredto be material to the Group.

37.3 Compensation of key management personnel

The members of the Executive Committee, which was formed in 2019, are deemed to have power to influence the direction,
planning and control the activities of the Group, and hence are also considered to be key management personnel.

Key management personnel of the Company may from time to time purchase insurance, asset management or annuity products
marketed by the Group companies in the ordinary course of business on substantially the same terms as those prevailing at the

time for comparable transactions with other persons.

Other transactions with key managementpersonnelare not deemed to be significant eitherby virtue of their size orin the context
of the key management personnel’s respective financial positions. All of these transactions are on terms broadly equivalent to those
that prevail in arm’s length transactions.

The summary of compensation of keymanagement personnel is as follows:

News release

For the year ended 31

2020 2019

£m £m
Salaries and short-term benefits 11.7 11.1
Post-employmentbenefits 0.6 0.6
Share-based payments 4.0 5.9
Total 16.3 17.6

M&G plc, Incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number 11444019. M&G plc is a holding company, some of
whose subsidiaries are authorised and regulated, as applicable, by the Prudential Regulation Authority and the Financial Conduct Authority. The Prudential Regulation Authority and the Financial
Conduct Authority replaced the Financial Services Authority on 1 April 2013.
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Information concerning individual directors’ emoluments, interests and transactions are provided inthe single figure tablesin the

Remuneration Report onpages 118 and 126.
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Conduct Authority replaced the Financial Services Authority on 1 April 2013.



