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Financial results Prudential plc 2013 Half Year Financial Report

Notes on the ifrs basis results

A: Basis of preparation and audit status

These condensed consolidated interim financial statements for the six months ended 30 June 2013 have been prepared in accordance
with IAS 34 ‘Interim Financial Reporting’ as issued by the International Accounting Standards Board (IASB) and as endorsed by the
European Union (EU). The Group’s policy for preparing this interim financial information is to use the accounting policies adopted by
the Group in its last consolidated financial statements, as updated by any changes in accounting policies it intends to make in its next
consolidated financial statements as a result of new or amended IFRSs that are applicable or available for early adoption for the next
annual financial statements and other policy improvements. EU-endorsed IFRSs may differ from IFRSs issued by the IASB if, at any
point in time, new or amended IFRSs have not been endorsed by the EU. At 30 June 2013, there were no unendorsed standards
effective for the period ended 30 June 2013 affecting the condensed consolidated financial statements of the Group, and there
were no differences between IFRSs endorsed by the EU and IFRSs issued by the IASB in terms of their application to the Group.
The IFRS basis results for the 2013 and 2012 half years are unaudited. Except for the effect of the adoption of the new and
amended accounting standards for Group IFRS reporting as explained in note B, the 2012 full year IFRS basis results have been
derived from the 2012 statutory accounts. The auditors have reported on the 2012 statutory accounts which have been delivered
to the Registrar of Companies. The auditors’ report was (i) unqualified, (ii) did not include a reference to any matters to which
the auditors drew attention by way of emphasis without qualifying their report, and (iii) did not contain a statement under
section 498(2) or (3) of the Companies Act 2006.
Except for the adoption of the new and amended accounting standards for Group IFRS reporting as described below, the
accounting policies applied by the Group in determining the IFRS basis results in this report are the same as those previously applied
in the Group’s consolidated financial statements for the year ended 31 December 2012.
B: Adoption of new and amended accounting standards in 2013

The following accounting standards and amendments issued and endorsed for use in the EU have been adopted for half year 2013:
Standards on joint arrangements and disclosures: IFRS 11, ‘Joint arrangements’, IFRS 12, ‘Disclosures of interest in other entities’
and IAS 28, ‘Investments in associates and joint ventures’

In May 2011, the IASB issued IFRS 11, ‘Joint arrangements’ to replace IAS 31, ‘Interests in Joint Ventures’. The standard also
incorporates the guidance contained in related interpretation in SIC-13 Jointly Controlled Entities – Non-Monetary Contributions
by Venturers. IFRS 11 requires a joint venture to be recognised as an investment and be accounted for using the equity method in
accordance with IAS 28. The attaching changes to disclosure requirements for parties to joint arrangements are specified in IFRS 12,
‘Disclosures of interest in other entities’, which replaces the disclosure requirements of IAS 28, ‘Investments in associates and
joint ventures’ and IAS 31, ‘Interests in Joint Ventures’.
The standards are effective from annual periods beginning on or after 1 January 2014 for IFRSs as endorsed by the EU and have
been early adopted by the Group from 1 January 2013. The Group has applied the standards for interests occurring on or after
1 January 2012 in accordance with the transition provisions of IFRS 11. The Group’s investments in joint ventures affected by these
standards are as described in note Y and there is no change to the classification of these investments as joint ventures under IFRS 11.
The Group has recognised its investment in joint ventures at 1 January 2012, as the aggregate of the carrying amounts of the assets
and liabilities that were previously proportionately consolidated by the Group. This determines the deemed cost of the Group’s
investments in joint ventures for applying equity accounting.
As a consequence, the standards have an impact on the individual assets and liabilities in the statement of financial position and the
Group’s investment in joint ventures is accounted for by applying a single line equity method, resulting in a reduction of £3,639 million
in reported total assets and total liabilities (half year 2012: £3,179 million; full year 2012: £3,435 million) with no impact on
shareholders’ equity. There is a reduction of £10 million in reported profit before tax attributable to shareholders (half year 2012:
£7 million; full year 2012: £18 million). This arises as the tax on the profits of the joint ventures are no longer presented in the tax line;
instead the tax charges are required to be netted against the Group’s share of joint ventures’ income included in profit before tax.
Adoption of the standard has no impact on profit after tax.
Disclosures required by IFRS 12 for interests in joint arrangements will be included in the Group’s full year 2013 Annual Report.
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Standards on consolidation and disclosures: IFRS 10, ‘Consolidated financial statements’, IFRS 12, ‘Disclosures of interest in
other entities’, and IAS 27, ‘Separate financial statements’

In May 2011, the IASB issued these three standards to replace IAS 27, ‘Consolidated and separate financial statements’ and SIC-12
Consolidation – Special Purpose Entities.
The standards are effective for annual periods beginning on or after 1 January 2014 for IFRSs as endorsed by the EU and have been
early adopted by the Group for half year 2013. The Group has assessed whether the investment holdings as at 1 January 2013 that
need to be consolidated differ under IFRS 10 compared with IAS 27 or SIC-12. If the consolidation conclusion under IFRS 10 differs
as at 1 January 2013, the immediately preceding comparative period is adjusted to be consistent with the accounting conclusion
under IFRS 10.
Where there is a difference between the IFRS 10 and IAS 27/SIC-12 diagnosis so as to require consolidation, the principal effect
has been to ‘gross up’ the consolidated statement of financial position for:
AA The difference between the net value of the newly consolidated assets and liabilities (including those attributable to external

parties) and the previous carrying value for the Group’s interest; and

Application of the standards resulted in an increase of £1,416 million in total assets and total liabilities (half year 2012: £426 million;
full year 2012: £826 million) with no impact on shareholders’ equity and profit for the period.
Disclosures required by IFRS 12 for interests in other entities will be included in the Group’s full year 2013 Annual Report.
IFRS 13, ‘Fair value measurement’

Amendments to IAS 19, ‘Employee benefits’

These amendments are effective from annual periods beginning on or after 1 January 2013 and have been adopted by the Group
for 2013 half year reporting. The key revisions to the standard on accounting for pensions and other post-employment benefits are:
AA Presentation of actuarial gains and losses.

F ollowing the adoption of the amendment, the Group presents actuarial gains and losses in ‘other comprehensive income’ instead
of the ‘income statement’. This adoption had no impact on the Group’s total comprehensive income and shareholders’ equity.
AA The replacement of the expected return on plan assets with an amount based on the liability discount rate in the determination
of pension costs.
This revision altered the pension costs included in the Group’s income statement with a corresponding equal and opposite effect
on the actuarial gains and losses included in other comprehensive income. The effect of this change for Prudential is insignificant.
AA Enhanced disclosures, specifically on risks arising from defined benefit plans. The enhanced disclosures will be included in the
Group’s full year 2013 Annual Report.
AA The removal of the corridor option for actuarial gains and losses.
The Group did not previously apply the corridor option, therefore its removal had no impact to the Group.
Application of the amendment resulted in an increase of £28 million in profit before tax attributable to shareholders (half year 2012:
a decrease of £86 million; full year 2012: a decrease of £45 million) and an increase of £21 million in profit for the period (half year 2012:
a decrease of £65 million; full year 2012: a decrease of £34 million) with an equal and opposite effect in other comprehensive income
and therefore no impact on shareholders’ equity.
Amendments to IAS 1, ‘Presentation of financial statements’

These amendments, effective from annual periods beginning 1 January 2013, require items in other comprehensive income to be
presented separately based on whether or not they may be recycled to profit or loss in the future.
The Group has adopted these amendments for half year 2013 and amended the presentation of statement of other comprehensive
income, with no impact on the Group’s results and financial position.
Offsetting Financial Assets and Financial Liabilities (Amendment to IFRS 7, ‘Financial Instruments: Disclosures’)

The disclosure as required by this amendment in respect of all recognised financial instruments that have been offset in accordance
with IAS 32 will be included in the Group’s full year 2013 Annual Report if applicable.
Additional information on the quantitative effect of the adoption of the new and amended accounting standards on the Group’s
primary financial statements and supplementary analysis of profit is provided in note AC.
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In May 2011, the IASB issued IFRS 13, ‘Fair value measurement’ standard which creates a uniform framework to explain how to
measure fair value and aims to enhance fair value disclosures, but it does not change when to measure fair value or require additional
fair value measurements. The standard requires additional disclosure on the fair value of non-financial assets and liabilities and
enhanced disclosures of recurring Level 3 fair value measurements.
The standard is effective from annual periods beginning on or after 1 January 2013, with no adjustment to comparative results.
The Group has adopted the standard for half year 2013 and there is no material impact on the fair value measurement of the Group’s
assets and liabilities. Disclosures in note O are enhanced in providing detail of the methodology and underlying assumptions used to
determine fair value of Group’s financial instruments, in line with the new requirements for interim reporting.
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AA The equal and opposite liability or non-controlling interest for the external parties’ interests in the funds.

