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NYSE PRU
NYSE

2017
117.15 107.28 0.75
115.23 98.65 0.75
109.13 102.92 0.75
113.82 103.92 0.75

2016
107.10 81.43 0.70
81.65 68.74 0.70
79.71 66.93 0.70
79.84 58.00 0.70

2018 31 1,295,412 422

15

14
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2017 10 2017 10 31 950,996 109.90 947,795
2017 11 2017 11 30 939,124 111.56 933,657
2017 12 2017 12 31 897,509 116.25 896,018
2,787,629 112.50 2,777,470 0
1
2 2016 12 2017 2017 12 31 12.5
2017 12 2018 2018 12 31
15
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2016 12 31

2014 2013 12 31 2015 2014

2013 12 31
2017 2016 2015
2018

11 30
31
28
28

2018 12 31

2015 2016 2017 12 31 167
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12 31
2017 2016 2015 2014 2013
32,001 30,964 28,521 29,293 26,237
5,303 5,906 5,972 6,179 5,415
16,435 15,520 14,829 15,256 14,729
4,127 3,752 3,772 3,719 3,485
1,301 443 0 (1,978) (3,199)
432 2,194 4,025 1,636 (5,206)
59,689 58,779 57,119 54,105 41,461
33,794 33,632 30,627 31,587 26,733
3,822 3,761 3,479 4,263 3,111
2,001 2,025 2,212 2,716 2,050
1,580 1,877 2,120 1,973 240
11,915 11,779 10,912 11,807 11,011
53,202 53,074 49,350 52,346 43,145
6,487 5,705 7,769 1,759 (1,684)
(1,438) 1,335 2,072 349 (1,058)
7,925 4,370 5,697 1,410 (626)
49 49 15 16 59
7,974 4,419 5,712 1,426 (567)
0 0 0 12 7
7,974 4,419 5,712 1,438 (560)
111 51 70 57 107
7,863 4,368 5,642 1,381 (667)
18.19 9.85 12.37 3.23 (1.57)
0.00 0.00 0.00 0.02 0.02
18.19 9.85 12.37 3.25 (1.55)
17.86 9.71 12.17 3.20 (1.57)
0.00 0.00 0.00 0.03 0.02
17.86 9.71 12.17 3.23 (1.55)
3.00 2.80 2.44 2.17 1.73
2.18 2.10 2.64 1.25 0.00
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2017 2016 2015 2014 2013
457,980 432,485 405,535 408,274 386,407
306,617 287,636 285,570 296,435 285,060
3 832,136 784,177 757,255 766,526 731,638
405,506 386,113 361,168 353,916 343,516
306,617 287,636 285,570 296,435 285,060
3 1,380 1,133 1,216 3,839 2,668
3 17,172 18,041 19,594 19,702 23,411
777,625 737,922 715,332 724,177 695,757
54,236 46,030 41,890 41,770 35,278
275 225 33 579 603
54,511 46,255 41,923 42,349 35,881
1 2017 2016 2015 2014 2013
2
2013 12 31
2013 12 31 1,935
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2017 2016 2015 2014 2013
422,552,221 429,574,173  447,101,369| 454,833,477 461055, 250
128.35 P|  107.15 @ $93.69 @ $90.10 @ $73.49®
/ 6.5 5.9 5.5 5.4 4.8
/ 14.5 9.5 13.5 3.3 -1.9
12 31 /
6.44 @ 10.72 @ 6.60 & 28.01 & -50.50 &
/ 16.8 P 288 Pl 200 @ 67.2 | e @
1
2 2017 2016 2015
2014 2013
3 2017 12 31
114.98 2016 12 31 104.06 2015 12 31 81.41 2014 12 31 90.46 2013
12 31 92.22 2017 2016 2015
2013 2017 18.19 17.86 2016
9.85 9.71 2015 12.37 12.17 2014
3.25 3.23 2013 (1.55) (1.55)
4 2017 0.75 2017
3.00 2016 0.70
2.80 2015 0.70
2015 2.44 2014
0.58 2014 2.17 2013
0.53 2013 1.73
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2003 11 8,400 usS

2003

2003

2004

F.S.B.

F.S.B.

2006

2006

635

15,000
2008

2007
72 20 600

2007
DLF
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2008 10 10
TBG LLC

2009 12 31 45

2011 AIG
AIG AIG
48 42

2011 419.5

2011 12 BRPS BRPS
BRPS

PRERS
PRERS

2012 11 110,000
250
2013

2012 12 10
75
2013 41,000

2013
1,350 700,000
615
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2015 2014 12
651
484 167
2016 1 119
770
2016
S.A. ILC AFP
40 899.90
532 ILC AFP
)
2-13-10
1987
PGIM 2-13-10
2006
2-13-10
1947 2001
2-15-7
1976
948
1965
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1974 2011

7. PG 3-2-1
1997

8. 2-13-10
2001 2009

9. 2-13-10
1963 2002

10. 4-24-3
1981

11. PG 4-24-3
1978 2011

12. 2-13-10
2006

13. PGIM 2-13-10
2007

14. 2-13-10
2008

15. 2-13-10
1955 2009

16. PGIM 2-13-10
2008

17. CLIS 35 1BM 6-26-1

A

1990 2011

18. 2-13-10
1963

19. JREF 2-13-10
2016

20. 2-13-10
2015
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HDI v.3.0 "
” 2015 2016 12 31
50 HDI v.3.0 32 2017 12 31
2016 12 31
HDI v.3.0
2017 LPP ®
LPP
®  PDI
PDI
PDI

® PPI
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2017
DOL
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FRB
2013
2015 12
FRB
FRB
FRB 2016

FRB 2016

FRB FRB
FRB

FRB
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DOL
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2017 12

ERISA

DOL

2019

DOL
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2016 12 31
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2017
2020
No.48 AG48
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NY DFS
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2015 11 NAIC

2017 12 NAIC
RBC C ]

2016

NAIC

NAIC

(i)AG43

C
@iv)
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2017 2016 2015 12 31
12.6 1.5 0.6

12 31 35.4

2017 NAIC

FINRA
SEC
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2017
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2016
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2017
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2017
IFRS 2017 12

IFRS IFRS
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PPC
PPC
2017 2016 2015 12 31
21 22 23
ERISA

SEC FINRA CFTC

DOL

1940

1934

1940

SEC FINRA
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SEC CFTC FINRA NFA

FINRA NFA

SEC CFTC

2016 EU EU
EU
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2017 10 NAIC
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19
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2017 12 19
3000
2.2
2017
FSB
2013
G-SII

11 FSB 2016

FSB

BCR

IAIS FSB
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2018 2018
25 200
22
2.5 200 3000
10 2018
24.2 27.5

2015 23.9 2016

23.4 2018 23.2
2019 10
G20
G20 FSB

1AIS

G-SI1 FSB 2016 11

G-SII
G-SIl 2018 11
IAIS
1AIS G-SIl
2014 11 FSB G20
2015 11
HLA BCR
HLA 2022 ICS BCR
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G-SIl1
ComFrame
ComFrame
2019 1AIS
ICS
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1AIS

1AIS IAIS

ComFrame

ICS ComFrame
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100
100 2017 12 31
2017 12
[ ]
PGIM 320,713 100
(PGIM, 1Inc.) (100 )
PGIM PGIM 345,115 100
(100 )
(PGIM Real Estate
Finance Holding
Company)
PGIM 315,948 100
(100 )
PGIM Investments,
Inc.
PGIM PGIM 132,563 100
PGIM (100 )
PGIM Financial LTD PGIM
100,471
LLC
Jennison Associates
LLC)
PREI LLC 202,948 100
PREI Acquisition PREI (100 )
LLC
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PGIM 152,845 100
(100 )
PGIM (Singapore) Pte
Ltd.

2,925,430 100
(100 )
(PRUCO Life Insurance
Company of Arizona)
6,390,577 100
(100 )
(Prudential Annuities
Holding Company, Inc.)
1, 535,989 100
(100 )
Prudential Retirement
Insurance and Annuity
Company
1, 539,282 100
coLl (100 )

(Prudential Legacy
Insurance Company of New
Jersey)
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281,273 100
(w00 )
Prudential Arizona PLNJ
Reinsurance Captive
Company
130,039 100
PLAZ (00 )
Dryden
Arizona Insurance Term PLNJ
Co
429,678 100
(w00 )
Prudential
Arizona Reinsurance
Term
283,516 100
(100 )
Prudential Term
Reinsurance Company
1,421,951 100
(w00 )
Prudential Arizona
Reinsurance Universal
Co
565,973 100
(100 )
Prudential Universal
Reinsurance Company
305,663 100
(w00 )
Gibraltar Universal
Life Reinsurance
Company
LLC 316,041
Hirakata, LLC
LLC
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Pru Intl
Insurance Svcs Co,
LLC

(Prudential Holdings
of Japan, Inc.)

Prudential Holdings
of Japan
Consolidated

Gibraltar
Life Insurance Co.,
Ltd

The Prudential Life
Insurance Company,
Ltd.

(The Prudential Life
Insurance Company of
Korea, Ltd.)

Ltda.
Pruservicos
Participacoes, Ltda.
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1,403,283

24,192,274

$1,506,648

$13,827,353

$8,858,272

3, 725,274

297,718

100
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778,121 100
(100 )
Prudential Life
Insurance of Taiwan,
Inc.
SPA 254,117
Pramerica Life SPA) (
)
[ ]
400
2017 12 31 49,705 29,334
44 .93
11.86
9,009 2017
43.24
2017 2016
1,697 465
4,858 4,858
3,043 3,343
10 5,205 5,494
10 15 3,919 4,050
15 6,716 6,980
25,438 25,190

2016 2017
2016
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2017 12 ( 1)

1,128
3,024
429
176
3,629
2,292

7,048

6,197
1,754

7,950

12,479
14,578

27,057

7,649

7,649

49,705

27,781
21,924

49,705
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DAC
VOBA
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2017 75
2019
6.8
2017 12 31 1,950
2017 12 31 4.2
1,950 1,080
1,080
65
2017 12 31
( )
115
56
15

186
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1,150
560
2017 12 31
1-49 50-99 100-150 150
( )

1.00 0.4 1.1 0.4 0.1 0.0 2.0
1.00 -1.99 1.0 9.6 6.4 1.5 0.3 18.8
2.00 -2.99 0.9 0.6 0.4 2.5 0.4 4.8
3.00 -4.00 26.5 2.7 0.2 0.1 0.0 29.5
4.00 1.0 0.0 0.0 0.0 0.0 1.0
1 29.8 14.0 7.4 4.2 0.7 56.1
54 25 13 7 1 100

150
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2018 2019 12 31 10 2.70
2017 12 31

2018 14 2019 43

560

610
12
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30

2017 12 31
( )

125

24

10

159

1,250

240
100
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2018
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PGIM

PGIM
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12 31
2017 2016 2015
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2017 12 31 4.05
30 40
2017
18
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2017
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U.S.
GAAP

12 31
2017 2016 2015
42 ) (67)
4) (10) 1
38 (84) (66)
2017 12 31 2016
2016 2017

2016 12 31
2015

12
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U.S. GAAP
2017 12 31 1,790
U.S. GAAP
2017 12 31 3,656
AOCI
12 31
2017 2016 2015
U.S. GAAP
5,826 5,669 6,160
5,781 5,801 6,102

( 45 (132) 58
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175
2018
75
143
2017 2016
100

20

2017

157

75
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177

92

2016 48

75
94

63

66



22.2 23.4
2015
2016
12 31
12

35

2017 2016
26.7

26.7 2016 23.4
23.4 2017 22.2

2017

IRS

45
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12 31

2017 2016 2015

2,270 1,997 2,719

(369) (352) (341)

(249) a72) (5D

(126) (118) (116)
(2,858) 0 (108)

(106) (20) (31)
(1,438) 1,335 2,072

(22.2) 23.4 26.7

2015
19
2017
2017 2016 2015
26
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U.S. GAAP
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¢ 1)
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21
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12 31
2017 2016 2015
118 1) (581)
(168) (10) 138
@ 5 4
67 25 490
10 @ 51
218 4 57
(218) O (€D
0 0 0
336 an (524)
(168) (10) 138
@ 5 4
(151) 21 433
10 @ 51
2017 2016 2015
10 15
2017 2016 2015
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2017 12 31 2016 12 31
PFI PFI
(@) (@) (@) (@)
305,518 7,557 41,262 2,139 282,515 5,501 38,904 1,356
23,516 1,563 200 1 23,143 747 160 0
2,659 443 139 66 2,267 429 124 58
( 2 1,226 8 0 0 1,760 1 0 0
27,401 2,014 339 67 27,170 1,177 284 58
3,834 273 2,340 17 7,176 253 2,572 12
593 0 0 0 519 0 0 0
( 3) 270 136 2 0 146 7 3 0
5,328 8 436 0 6,383 1 799 0
7,721 0 577 0 7,108 0 1,198 0
14 13 0 0 0 0 0 0
350,679 10,001 44,956 2,223 331,017 6,939 43,760 1,426
( 3) 280,393 2,122 0 0 262,017 1,849 0 0
631,072 12,123 44,956 2,223 593,034 8,788 43,760 1,426
8,720 8,720 0 0 8,238 8,238 0 0
( 2 688 50 0 0 368 22 1 0
VIE 1,196 1,196 0 0 1,839 1,839 0 0
10,604 9,966 0 0 10,445 10,099 1 0
1 PFI
2017 12 31 1.9 4.9 2016 12 31
1.5 3.3
2
3 ASU2015-07
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GMAB  GMWB GMIWB

GMAB  GMWB GMIWB

NPR PFI
2017 12 31 87

VIE

VIE

VIE VIE

20

oTTI

oTTI
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oTTI

22

2016
2015 12 31
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12 31
2017 2016 2015

(102) 1,760 3,192
534 434 833
432 2,194 4,025
408 617 1,431
565 127 4
70 54 36
(1,147) 1,013 1,775
2 (51) (54)
(102) 1,760 3,192
(500) (771) (934)
(602) 989 2,258
544 (466) (679)
(58) 523 1,579
173 49 203
501 249 447
0 1 1
(128) 162 195
12) @n (13)
534 434 833
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oTTI (D
1
2 OTTI
2017 2016
2017 2016 12 31
585 773
2017 12 31
23 oTTI

188
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12 31
2017 2016 2015
1,227 1,229 1,809
(169) (144) 97)
(642) (456) (273)
® (12) ®)
(819) (612) (378)
408 617 1,431
( 2 585 773 1,536
OTTI
OTTI
565
546 588
2016 12 31
61 oTTI
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2017 12 31 70
72
2016 12 31 54
53
2017 12 31 1,147 2016
12 31 1,013 2017 12 31
869
481
350
370
26 GIC
152 2016 12 31
523
192
172
GIC 157
2017 2016

12 31 500 771
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2017 12 31 544
2016 12 31 466
DAC
2016 12 31
ALM 515
PFI orTi
PFI
oTTI
12 31
2017 2016 2015
57 56 31
112 88 66
169 144 97
23 61 111
(D 19 57 121
« 2 211 262 329
1 oTTI
2 ocl
12 31
2017 2016 2015

36 4 0
12 29 15
(D 121 111 82
( 2 169 144 97

2 0Cl
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2017 12 31
2017 2016
2017 2016
2017 2016

173 49

131

2015 12 31

2017 2016
249

15 OTTI
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oTTI
2016 12 31
12 31 oTTI
12 31 oTTI
orri
2015 12 31
203
249
98 78 44
2015 12 31

447

199/705

oOoOooodn

271
2016
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2017 12 31
2015 12 31
2017 12 31
132
30

193

EDINETOOOO
o o o o {0 e K )

oOoOooodn
128 2016
162 195
139
2016 12 31
2015 12 31
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oTTI

OTTI
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2017 12 31 PFI

2017 12 31
11 12

CI0 ERM

CI0

CI0 ERM
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PFI
2017 12 31
PFI
260,430 64.7 27,448 287,878
1,747 0.4 0 1,747
44,479 1.1 13,814 58,293
302 0.1 0 302
22,097 5.5 0 22,097
2,044 0.5 339 2,383
3,826 1.0 2,340 6,166
46,394 11.5 9,017 55,411
7,348 1.8 4,543 11,891
1) 7,505 1.9 3,159 10,664
6,103 1.5 631 6,734
402,275 100.0 61,291 463,566
( 2) 6,305 0 6,305
408,580 61,291 469,871
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2016 12 31
PFI
243,201 64.2 24,917 268,118
1,772 0.5 0 1,772
39,074 10.3 13,987 53,061
372 0.1 0 372
21,840 5.8 0 21,840
1,521 0.4 284 1,805
7,163 1.9 2,572 9,735
42,711 11.2 9,437 52,208
7,095 1.9 4,660 11,755
') 7,231 1.9 3,020 10,251
6,657 1.8 837 7,494
378,697 100.0 59,714 438,411
( 2 5,829 0 5,829
384,526 59,714 444,240
1
2
2017 PFI
20
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2017 2016 12 31 PFI
42
12 31
2017 2016
128,332 123,285
1,747 1,772
14,538 11,646
302 372
2,586 2,166
492 434
1,916 2,654
14,268 11,700
2,545 2,369
D 2,021 1,186
244 398
168,991 157,982
1
2017
2017 12 31 626
58
438
2016 12 31 557
53
361

2016 12 31 69
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U.S. GAAP
2016
2015
2017 12 31
PFI PE1
()]
(@D (@) (@D

4.61 6,464 3.06 3,624 3.90 10,088 1,770 11,858
3.61 695 1.73 41 3.40 736 0 736
7.26 247 5.66 79 6.80 326 50 376
4.13 1,285 4.05 515 4.10 1,800 449 2,249
5.41 250 4.00 97 4.92 347 271 618
1.31 158 1.25 14 1.31 172 25 197
7.64 498 6.03 132 7.24 630 265 895
4.44 9,597 3.21 4,502 3.95 14,099 2,830 16,929
(0.14) (306)  (0.12) (184)  (0.13) (490) @177) (667)
4.30 9,291 3.09 4,318 3.82 13,609 2,653 16,262
173 0 173 0 173

9,464 4,318 13,782 2,653 16,435
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2016 12 31
PFI PFI
(@)
(@] (@] (@]
4.63 6,043 3.14 3,472 3.95 9,515 1,606 11,211
3.80 721 1.75 37 3.59 758 0 758
6.49 232 4.80 75 5.97 307 59 366
4.35 1,306 4.23 445 432 1,751 476 2,227
5.49 252 4.05 %5 5.00 347 280 627
0.67 113 0.78 9 0.68 122 20 142
5.96 344 5.01 129 5.67 473 203 676
431 9,011 3.26 4,262 3.90 13,273 2,734 16,007
(0.14)  (48) (0.12) (165  (0.13)  (413) (156) (569)
4.17 8,763 3.14 4,007 3.77 12,860 2,578 15,438
82 0 82 0 82
2) - -
8,845 4,007 12,942 2,578 15,520
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2015 12 31
PFI PFI
(@)
(@] (@] (@]
4.67 5,686 3.23 3,190 4.03 8,876 1,602 10,568
3.79 688 1.66 32 3.59 720 0 720
6.07 197 4.77 69 5.67 266 70 336
4.62 1,338 4.45 390 4.58 1,728 512 2,240
5.52 250 3.93 84 5.01 334 285 619
0.25 38 0.32 5 0.25 43 12 55
6.17 356 5.32 133 5.91 489 222 711
4.33 8,553 3.35 3,903 3.97 12,456 2,793 15,249
(0.15)  (9) (0.13)  (155)  (0.14)  (394) (140) (534)
4.18 8,314 3.2 3,748 3.83 12,062 2,653 14,715
114 0 114 0 114
2) - -
8,428 3,748 12,176 2,653 14,820
1
2
3 2017 2016 2015 12 31 3.97 3.98
2017
2016
2016
2015
2017 2016
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95
2017 12 31 PFI
70
49
10
90
AA
PFI

12

414
2017
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2015
2017 2016 12 31
377
2016 12 31
102
150
89
2.42 70
91 AAA

30
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2017 12 31
)

2018 6,845 2.5
2019 8,175 3.0
2020 10,106 3.7
2021 11,420 4.1
2022 11,352 4.1
2023 11,787 4.3
2024 12,195 4.4
2025 11,163 4.0
2026 11,558 4.2
2027 12,945 4.7
2028 5,730 2.1
2029 141,010 51.2
254,286 92.3

8,389 3.1

8,850 3.2

3,801 1.4

275,326 100.0
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PFI
2017 12 31 2016 12 31
(@) 2 (@) 2 2
25,906 1,646 84 27,468 24,324 1,260 322 25,262
24,812 2,359 140 27,031 22,941 1,918 423 24,436
22,265 2,196 118 24,343 19,618 1,556 385 20,789
11,232 1,076 52 12,256 10,936 911 236 11,611
11,011 972 77 11,906 10,348 792 143 10,997
5,619 996 17 6,598 5,423 1,035 a1 6,417
10,621 998 137 11,482 9,220 774 275 9,719
6,266 782 77 6,971 6,227 667 121 6,773
6,061 590 37 6,614 5,843 401 14 6,130
8,179 77 28 8,928 7,442 625 116 7,951
4,373 318 33 4,658 3,775 251 66 3,960
3,866 348 23 4,191 3,653 226 92 3,787
140,211 13,058 823 152,446 129,750 10,416 2,334 137,832
( 3) 88,539 15,848 291 104,09 80,309 16,967 344 96,932
" 3,801 191 10 3,982 4,352 256 13 4,595
8,389 214 7 8,596 8,182 193 26 8,349
8,850 188 64 8,974 8,883 195 86 8,992
16,591 3,005 306 19,200 17,000 2,725 924 18,891
8,945 1,016 6 9,955 8,648 642 82 9,208
( 5) 275,326 33,520 1,507 307,339 257,214 31,394 3,809 284,799
1
2 2017 12 31 381
2016 12 31 380
3 2017 2016 12 31 75 76
11 10
4 2017 2016 12 31 99 95 A
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NAIC ( SVO )
NAIC NAIC
Baa BBB NAIC
Ba
BB+
NAIC NAIC
SVO
SVO
SVO NAIC

NAIC
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PFI
NAIC
2017 12 31 2016 12 31
NAIC
¢ DC 2
3 3
(»  ¢3 (y  ¢3
207,791 27,550 925 234,416 195,279 26,886 2,425 219,740
50,751 4,560 335 54,976 49,286 3,728 1,081 51,933
( 5( 8 258,542 32,110 1,260 289,392 244,565 30,614 3,506 271,673
10,201 670 79 10,792 8,546 454 182 8,818
4,681 501 105 5,077 2,878 200 82 2,996
1,666 225 57 1,834 879 73 28 924
236 14 6 244 346 53 11 388
16,784 1,410 247 17,947 12,649 780 303 13,126
C & D( 8
275,326 33,520 1,507 307,339 257,214 31,394 3,809 284,799
1
2 SVO NAIC 2017 2016 12 31
982 6,022 6,217 918 4,634
4,759
3 2017 12 31 381
2016 12 31 380
4 2017 12 31 156 91
2016 12 31
149 154
5 2017 12 31 222,763 35,779
2016 12 31 211,753 32,812
6 2017 12 31 9,975 6,809
2016 12 31 7,170 5,479
7 2017 12 31
17,910 NAIC
8 2017 12 31 165 2017
2,829
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2017 12 31 2016 12 31

(2 () 2 ()
7,613 7,686 8,002 8,125 7,147 7,200 7,955 8,063
419 442 816 818 463 473 877 880
40 46 23 22 56 62 42 41
42 43 9 9 58 58 9 8
275 379 0 0 458 556 0 0
8,389 8,596 8,850 8,974 8,182 8,349 8,883 8,992

2017 12 31
2017 2016 12 31 79
2016 12 31 95 93 2013
30
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2017 2016 12
31
500
2017
21
orTi

31 PFI

20

2017
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1,136

2017
100

2016

21

OTTI
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162
2017 2016 12
2016 12 31
2016 12 31 PFI
141
12 31
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PFI oTTI
2017 2016 2015 12 31 169 144 97
oTTI
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TAASIL
PFI TAASIL
2017 12 31 2016 12 31
245 245 655 655
13,816 14,073 13,903 13,997
2,294 2,311 2,032 2,052
961 966 1,142 1,150
1,363 1,392 1,333 1,349
1,050 1,057 915 926
357 410 330 376
(D 19,841 20,209 19,655 19,850
1,278 1,643 1,097 1,335
(2 21,364 22,097 21,407 21,840
1 2017 12 31 2016 12 31 92 NAIC
2 2017 12 31 2016 12 31
80
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PFI
2017 12 31 2016 12 31
0 0 1 1
(D 1,568 1,589 1,201 1,058
( 2 395 455 412 462
1,963 2,044 1,614 1,521
1 2017 12 31 2016 12 31 91 89
NAIC
2
PFI
2017 12 31 2016 12 31
45,623 41,964
661 636
196 252
5 9
(1D 46,485 42,861
oD (90)
2 46,394 42,771
1 2017 12 31 2016 12 31
99
2
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PFI
2017 12 31 2016 12 31
(@D) (@D)
( )
1):

14,965 32.8 13,817 32.9
8,666 19.0 8,066 19.2
5,776 12.7 5,476 13.1
2,440 5.3 2,341 5.6
4,671 10.2 4,506 10.7
2,027 4.5 1,796 4.3
1,774 3.9 1,774 4.2

641 1.4 621 1.5

612 1.3 595 1.4
41,572 91.1 38,992 92.9
2,528 5.5 1,725 4.1

619 1.4 504 1.2

904 2.0 743 1.8
45,623 100.0 41,964 100.0
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2017 12 31 2016 12 31
(@) (@)
( )
8,444 18.5 6,899 16.5
6,595 14.5 6,562 15.6
10,020 22.0 9,619 22.9
12,993 28.5 11,488 27.4
3,336 7.3 3,368 8.0
2,526 5.5 2,279 5.4
1,709 3.7 1,749 4.2
45,623 100.0 41,964 100.0
100
100
1.0
1.0
2017 12 31 PFI
2.45
54 2017 12 31 97

2017
2.71 63
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2017 12 31 2016 12 31 10
14
2017 12 31
PFI
2017 12 31
1.0
1.2 1.2 1.0
0 -59.99 26,217 672 204 27,093
60 - 69.99 11,882 488 112 12,482
70 - 79.99 5,436 410 29 5,875
80 73 43 57 173
43,608 1,613 402 45,623
PFI
2017 12 31
(@)
( )
2017 8,091 17.7
2016 7,301 16.0
2015 7,400 16.2
2014 6,742 14.8
2013 6,662 14.6
2012 3,487 7.6
2011 2,676 5.9
2010 3,264 7.2
45,623 100.0
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2017 12 31
(@)

( )
2018 1,762 3.8
2019 2,859 6.2
2020 3,996 8.6
2021 3,785 8.1
2022 3,895 8.4
2023 2,928 6.3
2024 4,868 10.5
2025 4,625 9.9
2026 4,402 9.5
2027 4,299 9.2
2028 2,206 4.7
2029 6,860 14.8

46,485 100.0

D

2)

225/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017 12 31 2016 12 31
( )

90 95
1 )
0 0
0 1
91 90
5 6
86 84

2017 12 31 2016 12 31
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PFI
2017 12 31 2016 12 31
1 762 156 0 918 3,193 545 2 3,736
1,841 1,076 20 2,897 2,207 1,229 16 3,420
11 1 1 11 9 0 2 7
2 2,614 1,233 21 3,826 5,409 1,774 20 7,163
1 2016 12 31 26
31 2017 30
2017 12 31
2
orTI
oTTI
oTTI
2017 12 31 2016 12 31 2015 12 31 PFI
0TTI 23 61 11

OTTI
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PFI
2017 12 31 2016 12 31
2,798 2,619
1,761 1,708
331 451
1 1,875 1,677
2 740 776
7,505 7,231
1 2017 12 31 2016 12 31 799 659
2
14
orTI
oTTI
2017 12 31 2016 12 31 2015 12 31 PFI
oTTI 16 57

121 oTTI
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608 237
1 3
3,369 3,959
8 13
634 571
1,644 1,032
41 14
6,305 5,829
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G-SI1
2017
12.5 13
750 8.875
2018 600
15
19
XXX AXXX
10
10 AXXX
2017 12 31 560

RBC
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2017

S&P

AM ( AW ) a
S&P AAZAG/AA AM A+

CFC

M&A
CFC
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2017 12 31 490
2017 12 31 2016 12 31
D 36,995 31,242
6,622 5,817
5,402 5,822
49,019 42,881
1
2016 12 31
AA
RBC
RBC NAIC RBC
RBC

RBC
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2016 12 31 RBC
RBC
RBC
(D) 457
PALAC 867
C 2 527
1 PRIAC PLNJ PLIC
2 PALAC RBC
RBC RBC
2017 35 21
2017 12 31
2017
2017 12 31 PALAC RBC 400
NAIC 2017 RBC
NAIC
RBC
AA
RBC
2017 30
D 893
C 2 935
1
2 PGFL
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RBC

AA

2017 12 31
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XXX
AXXX
2016 12 2017 2017 12 31
12.5
2017 12 2018 2018 12 31
15
10b5-1(c)
2017 2016
2017 12 31 0.75 321 2.8 313
2017 30 0.75 324 2.9 312
2017 30 0.75 328 2.9 313

2017 31 0.75 327 2.9 312
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2016 12 31 2.80 1,245 25.1 2,000
2015 12 31 2.44 1,115 12.1 1,000
2014 12 31 2.17 1,005 11.6 1,000
2013 12 31 1.73 810 10.0 750
2018 2018 21 2018
15 0.90
13
prefund
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2017 12 31
5,190
2017 12 31
2016 12 31 177 4,376
12 31
2017 2016
1 3,124 3,843
743 0
491 625
230 214
213 544
( 2 190 43
0 1,042
3

4,991 6,311
(D) 1,296 1,300
1,250 2,000
( 5 1,135 939
907 902
480 750
0 500
0 119
100 310
5,168 6,820

€Y)) (509)
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950

2017

350

2017

274
PLNJ
644

2016

149

74

2016
378 116

600

965
21
824

NJDOBI
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1,323
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104.7 36.2 19.6 9.8 4.8 175.1 164.7
7.7 3.4 1.8 0.5 0.4 13.8 13.2
112.4 39.6 21.4 10.3 5.2 188.9 177.9
0.3 2.5 0.0 0.0 0.0 2.8 3.0
120.0 43.5 21.7 12.8 5.4 203.4 193.3
NAIC
2017 12 31
2016
12 31
2
(1 2
0.8 2.1 1.3 4.2 5.4
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) 36.5 89.8 18.9 145.2 137.8
1.1 3.3 1.6 6.0 4.3
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3 0 3 2 0 2
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2 12 3 9 6
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12,643,593 12,643,593
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11,583 11,583 13,156 24,739
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450 450 5,715 6,165
281,331 5) 738,934 1,020,265 203,483 1,313,748
382,103 411,832 794,025 200,620 994,645
52,936 71,181 124,117 100,311 224,428
44,818 116,687 161,505 121,057 282,562
9,114 11,041 20,155 147,788 167,943
- 913,537 1,658,922 2,572,459 1,314,062 3,886,521
1) 2018
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42,020 29,942 17,356
49,293 5,715 5,712 5,289
13,156 13,299 5,715
42,709 32,607
ROE
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! 2
J 224,643 150,000 374,643
173,750 150,000 4,100 327,850
( 3) 62,500 0 62,500
150,000 150,000 5,000 305,000
218,368 150,000 5,000 373,368
150,000 150,000 300,000
150,000 150,000 5,000 305,000
153,750 150,000 5,000 308,750
173,750 150,000 323,750
185,000 150,000 335,000
150,000 150,000 5,000 305,000
D
ASC 718
ASC 718
2017
42,020 4,831,460 29,942
3,442,731 17,356 1,995,593 49,293
5,667,709 5,715 657,111 5,712 656,766
5,289 608,129 13,156 1,512,677 13,299
1,529,119 5,715 657,111
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( 3) 2017
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2017 12 31 2016 12 31 2015 12 31
1 2
3 5
4 6
2017 1,400,000 6,284,606 2,061,108 9,273,376 7,972,080 120,229 | 27,111,399
2016 1,400,000 5,285,346 1,864,985 8,947,438 6,844,507 101,979 | 24,444,255
2015 1,400,000 4,844,396 1,584,892 8,753,268 4,229 86,386 | 16,673,171
2017 770,000 2,513,842 824,460 4,259,475 731,136 50,158 9,149,071
2016 759,231 2,114,113 746,006 3,794,452 534,157 45,420 7,993,379
2015 759,231 1,709,796 559,386 3,091,157 415,023 40,200 6,507,870
2017 1,190,000 5,027,684 1,648,892 7,778,282 1,839,665 76,967 | 17,561,490
2016 1,190,000 4,228,226 1,491,997 7,506,580 1,467,470 80,641 | 15,964,914
2015 1,190,000 3,989,576 1,305,208 7,410,736 1,299,871 77,775 | 15,273,166
2017 770,000 3,142,303 1,030,568 5,915,828 889,770 50,853 | 11,799,322
2016 770,000 2,510,533 885,869 5,805,597 811,276 48,130 | 10,831,405
2015 770,000 2,564,772 839,069 6,074,419 664,376 45,195 | 10,957,831
7 2017 770,000 2,828,183 927,500 5,793,200 5,585,850 68,726 | 15,973,459
2016 770,000 2,378,393 839,253 4,655,628 4,931,849 64,298 | 13,639,421
2015 759,231 2,279,780 745,841 3,581,969 2,053,161 57,791 9,477,773
( 1) 2017
SESP 45,200 20,000
36,800 20,000 20,000
C 2
2017 2016 2015
1.25
2017
110.45 71,126 7,855,867
28,450 3,142,303 56,900 6,284,605 35,564 3,928,044 32,008
3,535,284
2016
63.59 103,896 6,606,747
41,558 2,642,673 83,116 5,285,346 49,350 3,138,167 46,754
2,973,087
2015
78.08 77,556 6,055,572
27,374 2,137,362 63,870 4,986,970 41,060 3,205,965 36,498
2,849,764
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4,662,000 4,611,376 4,183,200 4,764,238 4,140,500 4,612,768
2,331,000 1,925,249 2,093,000 1,701,452 1,820,000 1,266,410
3,962,000 3,816,282 3,556,000 3,950,580 3,570,000 3,840,736
3,108,000 2,764,738 2,789,500 2,951,704 2,975,000 2,902,390
3,290,000 2,503,200 2,789,500 1,866,128 2,240,000 1,341,969
2017 2016 2015 3,226
15,600 4,747 2017 2016 2015
43,090 64,393 197,029
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2014 12 31 2015 12 31
2016 12 31 2017 12 31
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2016
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2015 4,229 359
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4,281 562 3,016 1,341
1,062
2017
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2017 64,229 10,800 45,200 120,229
2016 47,964 8,615 45,400 101,979
2015 32,371 8,615 45,400 86,386
2017 19,358 10,800 20,000 50,158
2016 17,478 8,173 19,769 45,420
2015 14,800 8,308 17,092 40,200
2017 29,367 10,800 36,800 76,967
2016 33,041 10,600 37,000 80,641
2015 30,175 10,600 37,000 77,775
2017 20,053 10,800 20,000 50,853
2016 17,330 10,600 20,200 48,130
2015 14,395 10,600 20,200 45,195
2017 37,926 10,800 20,000 68,726
2016 35,806 8,292 20,200 64,298
2015 29,849 8,173 19,769 57,791
( D 2017 36,543
5,314
27,686 24,053
( 2) PESP SESP (a) PESP 50
401 (K)
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270,000
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2017
1
(GID) 2 (GED) 2

2017 14 0 73,611 110.45 2027 14 71,126 8,178,067
2016 42,061 84,122 63.59 2026 103,896 11,945,962
2015 10 57,268 28,634 78.08 2025 10 77,556 8,917,389
2014 11 73,594 0 84.53 2024 11
2013 12 247,094 0 57.00 2023 12
2012 14 223,685 0 59.41 2022 14
2017 14 0 29,445 110.45 2027 14 28,450 3,271,181
2016 16,824 33,650 63.59 2026 41,558 4,778,339
2015 10 10,106 10,107 78.08 2025 10 27,374 3,147,463
2014 11 7,504 0 84.53 2024 11
2017 14 0 58,889 110.45 2027 14 56,900 6,542,362
2016 33,649 67,298 63.59 2026 83,116 9,556,678
2015 10 47,162 23,581 78.08 2025 10 63,870 7,343,773
2014 11 60,607 0 84.53 2024 11
2013 12 135,660 0 57.00 2023 12
2012 14 57,895 0 59.41 2022 14
2017 14 0 36,806 110.45 2027 14 35,564 4,089,149
2016 0 39,958 63.59 2026 49,350 5,674,263
2015 10 30,318 15,160 78.08 2025 10 41,060 4,721,079
2014 11 38,962 0 84.53 2024 11
2017 14 0 33,125 110.45 2027 14 32,008 3,680,280
2016 0 37,856 63.59 2026 46,754 5,375,775
2015 10 0 13,475 78.08 2025 10 36,498 4,196,540
2012 11 8,553 0 59.41 2022 14
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2016 2015
ROE

298/705



2016
2019

@

2016 10
2016

@

2016

2018

2015

2016

2016

299/705

EDINETOOOO
o o o o {0 e K )
oOoOooodn

2015 2017
2017 2017

2016
2016
23,000,000

www .prudential .com/governance



EDINETOOOO
o o o o {0 e K )
oOoOooodn

10 15
10 15
20
20
07102
751
2017 2017
99

300/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

12

NYSE

2017

2017

2017

2017

301/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017

302/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

303/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

07102
751

independentdirectors@prudential .com

www . prudential .com/executivecomp.

304/705



governance

2017

2017

NYSE

NYSE

10

@
®

305/705

EDINETOOOO
o o o o {0 e K )
oOoOooodn

2016

www . prudential .com/

@

SEC



2017

2017

2017

2017

2017

2017

306/705

EDINETOOOO
o o o o {0 e K )
oOoOooodn



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017 6
2017
2017 4
2017

J
2017 6
2017

J

2017

307/705



EDINETOOOO
o o o o {0 e K )

ooooooo
120,000
(
10
Q)
(i)
2017
2017
560,000
2017 155,000

308/705



EDINETOOOO
o o o o {0 e K )

oooooog
)
55 3 57 4
)
2017 2016
( )
2017 2016
A) 52 51
(®) 5
©) 3 3
(O 1 -
61 58
»
SEC
®)
©
2017 1.9 1.5
2016 1.4 1.1
[0) 2017

309/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

250,000

310/705



(

(

(

(

(

)

)
31

)

)

)

(2017 12 31
2015 12 31

59

2016 12 31

134

193

(

)

EDINETOOOO
o o o o {0 e K )

OooooOodd
( )
2016 12 31 2017 12 31 2016 12 31
)
4
( 38
) 131
2017 12 31 2016 12 31 2017 12
2015 12 31
LLP
( 40 321 ) 35
( 32 12 )
)
110.33 (30 5 16 UFJ

311/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017 12 31 2016 12 31
2017 312,385 34,465,437
2016 202581 $346,780 38,260,237 $321,419 35,462,158
32,280,462 16y
2017 2,430 268,102
o S i 2,049 226,066 2,144 236,548
(€H)
o 22,097 2,437,962 21,840 2,409,607
® 5,752 634,618 5764 635,942
2017
4,147 457,539 2016 6,174 681,177 0748 1,075,497
7,149 788,749
2017 12 31
31593 65,426 2016 12 56,045 6,183,445 52,779 5,823,107
519 57,261
(€H)
11,891 1,311,934 11,755 1,296,929
2017 12 31
1,945
214,592 2016 12 31 12,308 1,357,942 11,283 1,244,853
1,556
171,673 )
6,775 747,486 7,508 828,358
469,871 51,840,867 444,240 49,012,999
(1) 14,490 1,598,682 14,127 1,558,632
o) 3325 366,847 3,204 353,497
18,992 2,095,387 17,661 1,048,538
1,591 175,535 2,314 255,304
) 17,035 1,879,472 14,780 1,630,677
306,617 33,829,054 287,636 31,734,880
$831,921 01,785,844 $783,962 86,494,507
@) 5
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2017 12 31 2016 12 31
$257,317 28,389,785 $240,908 26,579,380
148,189 16,349,692 145,205 16,020,468
6,411 707,326 5711 630,095
8,400 926,772 7,606 839,170
4,354 480,377 4,333 478,060
9,600 1,059,168 10,412 1,148,756
1,380 152,255 1,133 125,004
17,172 1,894,587 18,041 1,990,464
(1) 16,619 1,833,574 14,739 1,626,154
12 31
1,196
2016 12 31 1,518 167,481 2,150 237,210
)IEY)
306,617 33,829,054 287,636 31,734,880
771,577 85,790,070 737,874 81,409,638
( 23 )
0.01 10,000,000 0 0 0 0
( 0.0 ; 1,500,000,000
2017 12 31 2016 6 662 6 662
12 31 660,111,339
24,769 2,732,764 24,606 2,714,780
2017 12 31
237,559,118 2016 12 31 (16,284) (1,796,614) (15,316) (1,689,814)
230,537,166
17,074 1,883,774 14,621 1,613,135
28,504 3,144,846 21,946 2,421,302
54,069 5,965,433 45,863 5,060,065
275 30,341 225 24,824
54,344 5,995,774 46,088 5,084,889
$831,921 91,785,844 $783,962 86,494,527

@
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12 31
2017 2016 2015
$32,091 | 3,540,600 $30,964 |  3.416,258 $28521 | 3,146,722
5,303 585,080 5,906 651,609 5972 658,801
16435 | 1,813,274 15520 | 1,712,322 14829 | 1,636,084
4,127 455,332 3,752 413,958 3772 416,165
1,301 143,539 443 48,876 0 0
(289) (31,885) (269) (29,679) (180) (19,859)
2 2,427 47 5,186 39 4,303
699 77,121 2,416 266,557 4,166 459,635
432 47,663 2,194 242,064 4,025 444,078
59,689 | 6,585,487 58,779 | 6485087 57,119 | 6,301,939
33,794 | 3728492 33632 | 3710619 30627 | 3379077
3,822 421,681 3,761 414,951 3,479 383,838
2,001 230,700 2,025 223,418 2212 244,050
1,580 174,321 1,877 207,089 2,120 233,900
11,015 | 1,314,582 11,779 | 1,209,577 10912 | 1,203,921
53202 | 5869,777 53074 | 5855654 49350 | 5444,786
6,487 715,711 5,705 629,433 7,769 857,154
(1,438)  (158,655) 1,335 147,291 2,072 228,604
7,925 874,365 4370 482,142 5,697 628,550
49 5,406 49 5,406 15 1,655
7,974 879,771 4,419 487,548 5712 630,205
1 12,247 51 5,627 70 7,723
$7,863 867,525 $4,368 481,921 $5,642 622,482

314/705



EDINETOOOO
o o o o {0 e K )

oOoOooodn
12 31
2017 2016 2015
$18.19 2,007 $9.85 1,087 $12.37 1,365
$17.86 1,970 $9.71 1,071 $12.17 1,343
$3.00 331 $2.80 309 $2.44 269

315/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

12 31

2017 2016 2015
$7,974 879,771 $4,419 487,548 $5,712 630,205
751 82,858 256 28,244 (287) (31,665)
2,397 264,461 3,683 406,345 (5.486)|  (605,270)
71 7,833 (254) (28,024) (264) (29,127)
3,219 355,152 3,685 406,566 6,037  (666,062)
784 86,499 1,305 143,981 (2213)]  (244,160)
2435 268,654 2,380 262,585 (3824)]  (421,902)
10,409 | 1,148,425 6,799 750,134 1,888 208,303
93 10,261 %5 10,481 11 1,214
$10,316 | 1,138,164 $6,704 739,652 $1,877 207,089
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( )
( B
( ) ) )
2014 12 31 6 $24,565 14,888 ($13,088) ($651) $16,050 $41,770 $579 $42,349
(1,000) (1,000) (1,000)
B (167) (484) 651 0 0
28 28
(437) (437)
/ (148) (148)
84 274 358 358
(1,115) (1,115) (1,115)
5,642 5,642 70 5712
(3,765) (3,765) (59) (3.824)
1877 [T} 1888
2015 12 31 6 24,482 18,931 (13.814) 0 12,285 41,890 £ 41,923
n 1 (30) (19
(2,000) (2,000) (2,000)
B 9 (119 (119
7 7
(351) (351)
/ m 47
124 498 622 622
(1,245) (1,245) (1,245)
4,368 4,368 51 4,419
2,336 2.33% 4 2,380
6,104 % 6,799
206 12 31 6 24,606 21,946 (15,316) 0 14,621 45,863 225 46,088
5 ® 0 0
(1,250) (1.250) (1,250)
10 10
(50) (50)
/
(€)] (€]
158 22 440 440
(1,300) (1,300) (1,300)
7,863 7,863 111 7,974
2,453 2453 (18) 2435
10,316 ) 10,409
2017 12 31 $6 24,769 28,504 ($16,284) %0 $17,074 54,069 5275 54,344
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( )
B
( | ¢, )

2014 12 31 662 2,710,256 1,642,593 | ( 1,443,999) ( 71,825) 1,770,797 4,608,484 63,881 4,672,365
(110,330) (110,330) (110,330)
B (18,425) (53,400) 71,825 0 0
3,089 3,089
(48,214) (48,214)
/ (16,329) (16,329)
9,268 30,230 39,498 39,498
(123,018) (123,018) (123,018)
622,482 622,482 7,723 630,205
(415,392) (415,392) (6,509) (421,902)
207,089 1,214 208,303
2015 12 31 662 2,701,099 2,088,657 (1,524,099) 0 1,355,404 4,621,724 3,641 4,625,365
1,214 1,214 (3310) (2,09)
(220,660) (220,660) (220,660)
B (13,129) (13,129) (13,129)
772 772
(38,726) (38,726)
/ 51,965 51,965
13,681 54,944 68,625 68,625
(137,361) (137,361) (137,361)
481,921 481,921 5,627 487,548
257,731 257,731 4,855 262,585
739,652 10,481 750,134
2016 12 31 662 2,714,780 2,421,302 (1,689,814) 0 1,613,135 5,060,065 24,824 5,084,889
552 (552) 0 0
(137,913) (137,913) (137,913)
1,103 1,103
(5,517) (5,517)
/ (331) (331)
17,432 31,113 48,545 48,545
(143,429) (143,429) (143,429)
867,525 867,525 12,247 879,771
270,639 270,639 (1,986) 268,654
1,138,164 10261 |  1,148425
2017 12 31 662 2,732,764 3,144,846 | ( 1,796,614) 0 1,883,774 5,965,433 30,341 5,995,774
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12 31
2017 2016 2015
$7,974 879,771 $4,419 487,548 $5,712 630,205
()
(432) (47,663) (2194)  (242,064) (4,025 (444,079
(2,476) (273,177) (1,907)|  (210,399) (1,883)| (207,751
3,822 421,681 3761 414,951 3,479 383,838
222 24,493 318 35,085 113 12,467
(336) (37,070) 17 1,876 524 57,813
(1,240) (136,809) (968)| (106,799 (533) (58,806)
10940 | 1,207,010 10584 | 1,167,733 8,311 916,953
(1,619) (178,624) 618 68,184 1,217 134,272
(2,268) (250,228) 1,067 117,722 1,305 143,981
) (1,142) (125,997) (900) (99,297) (279) (30,672)
@ 13445 | 1,483,387 14815 | 1,634,539 13942 | 1538221
58244 | 6,426,061 49,713 |  5484,835 47,080 | 594,336
155 17,101 2711 29,899 235 25,928
40,728 | 4,493,520 34139 | 3,766,556 14313 | 1,579,153
4,550 502,002 3,502 386,376 4577 504,980
6,076 670,365 6,342 699,713 5,464 602,843
2,403 265,123 2,277 251,221 2,199 242,616
1,337 147,511 1,145 126,328 1,276 140,781
20225 | 3224304 43700 | 4,821,421 77,021 | 8497727
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2017 2016 2015
/
(68,667)|  (7,576,030) (66,857)| (7,376,333 (47,606)|  (5,252,370)
(41,076)|  (4,531,915) (36,5532)|  (4,030,576) (18,608)| (2,053,021
(2,875) (317,199) (3,083) (340,147) (4,055)| (447,389
(8,857) (977,193) (8,548) (943,101) (9392)| (1,036,219)
(1,929) (212,827) (1,882) (207,641) (1,782  (196,609)
(1,780) (196,387) (1,923) (212,165) (2,005)|  (221,212)
(28,301)| (3,122,449 (43,370)|  (4,785,012) (76,622)|  (8,453,705)
(64) (7,061) (532) (58,696) 0 0
(391) (43,139) 314 34,644 53 5,847
(712) (78,555) (227) (25,045) 106 11,695
(11,934)|  (1,316,679) (21,551)| (2,377,722) (7.746)|  (854,616)
26462 | 29195552 20642 | 3,270,402 23206 | 2,560,318
(25,657)| (2,830,737) (24,143)|  (2,663,697) (21,963)| (2,423,179)
815 89,919 561 61,895 (2270)| (250,449
(1,296) (142,988) (1,300) (143,429) (1,117 (123,239)
) 38 4193 292 32,216 68 7,502
(1,250) (137,913) (2,000) (220,660) (1,013)|  (111,764)
0 0 (119) (13,129) (651) (71,825)
246 27,141 426 47,001 209 23,059
90 1,225 135,154 2,742 302,525 5,166 569,965
90 (1,827) (201,573) (2,753) (303,739) 4957  (546,906)
0 0 21 2,317 19 2,096
Q@ (14) (1,545) (168) (18,535) (268) (29,568)
@ (1,258) (138,795) 3,201 353,166 (3571  (393,989)
110 12,136 50 5,517 69 7,613
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2017 2016 2015

( ) 363 40,050 (3,485) (384,500) 2,694 297,229
14,127 1,558,632 17,612 1,943,132 14,918 1,645,903
$14,490 1,598,682 $14,127 1,558,632 $17,612 1,943,132
$185 20,411 $770 84,954 $1,083 119,487
$1,248 137,692 $1,257 138,685 $1,324 146,077
$104 11,474 $115 12,688 $115 12,688
) $2,726 300,760 $3,228 356,145 $2,091 230,700
6,155 679,081 5,003 551,981 3,739 412,524
$3,429 378,322 $1,775 195,836 $1,648 181,824

) $196 21,625 $0 0 $0

132 14,564 0 0 0
$64 7,061 $0 0 $0 0

@
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2017 12 31 AU
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230
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ASU 2017-12 ASU 20019 1 1 ASU
815
ASU 2018-02 2018 2 ASU 2017 2019 1 1 ASU
ASU
220 2017 ASU
2017

3.

2015 8

2016 3

Administradora de Fondos de Pensiones Habitat SA.

2016 3 Inversiones La Construccion S.A. ILC

Administradora de Fondos de Pensiones Habitat S.A.
AFP Habitat 40% 1 899.90
532 ILC

AFP Habitat
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2017 12 31
AOCI
OTTI(4)
$ 22837 $ 3647 $ 346 $ 26138 $ 0
9,366 1,111 6 10,471 0
88,062 15,650 203 103,419 0
81,967 8,671 414 90,224 (10)
31,852 2,051 169 33,734 (13)
26,389 3,118 99 29,408 (5)
23,322 1,242 337 24,227 0
11,965 278 10 12,233 (237)
13,134 238 o1 13,281 0
3,491 165 11 3,645 o)
$ 312385 $ 36171 $ 1776 $ 346780 $ (267)
$ 4147 $ 2056 29 $ 6174
2017 12 31
$ 865 265 0 $ 1130
654 82 0 736
84 2 0 86
0 0 0
446 ) 0 478
$ 2049 381 0 $ 2430
2,660 2,660
553
4,627 4,913
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2016 12 31
AOCI
OTTI(4)
$ 21505 $ 3280 $ 1001 $ 23784 $
9,060 716 84 9,602
79,862 16,748 354 96,256
76,383 6,460 1,232 81,611 17)
o) 29,974 2,122 308 31,788 22)
25,758 2,784 305 28,237 6)
21,383 646 1,149 20,880 0
) 11,759 229 53 11,935 (2889)
12,589 240 125 12,704 @)
®3) 4,308 238 14 4,532 ®)
0 $ 202581 $ 33463 $ 4625 $ 321419 $  (337)
$ 7149 $ 2641 $ 42 $ 9748
2016 12 31
$ 839 % 262 $ 0 $ 1101
651 71 0 722
) 81 4 0 85
0 0 0 0
©) 573 43 0 616
) $ 2144 $ 38 $ 0 $ 2524
o 1,456 1,456
2
©)
@ AOCI
649

(5) 4,403 4,403

350/705
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2017 12 31
12 12
@
$ 3450 $ 28 $ 6391 $ 318 $ 9841 $ 346
44 0 287 6 331 6
4,417 55 2,037 238 7,354 293
7,914 110 6,831 304 14,745 414
4,596 76 2,009 93 6,605 169
2,260 21 1,678 78 3,938 99
1,213 20 5,339 317 6,552 337
564 2 366 8 930 10
2,503 17 2,212 74 4,805 o1
584 4 286 7 870 11
$ 27635 $ 333 $ 28336 $ 1443 $ 55971 $ 1,776
$ 358 $ 28 $ 0o 3 1 $ 38 $ 29
1) 2017 12 31 12 1

AOCI

351/705
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2016 12 31
12 12
@
$ 9345 $ 1001 $ 0o 3 0 $ 9345 $ 1,001
2,677 79 19 5 2,696 84
6,076 325 310 29 6,386 354
22,803 905 2,943 327 25,746 1,232
7,797 228 1,296 80 9,003 308
5,196 162 1,047 143 6,243 305
6,557 350 4,916 799 11,473 1,149
2,357 20 1,581 33 3,938 53
4,879 123 60 2 4,939 125
926 12 78 2 1,004 14
$ 68613 $ 3205 $ 12250 $ 1420 $ 80863 $ 4,625
$ 637 $ 44 $ 12 $ 1 $ 649 $ 42
(1) 2016 12 31 12 1
AOCI
2017 2016 12 31
NAIC 1 2
1,470 4,233 306 392
2017 12 31 12 1,443
2016 12 31 12 1,420
2
2017 2016 12 31 OTTI
2017 12 31
2017 12 31 8 20%
5 6 2016 12 31
9 20% 8
6 2 2017 2016 12 31

OTTI

352/705
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2017 12 31
$ 8,244 $ 8711 $ 0 $ 0
1 5 47,967 51,936 176 183
5 10 69,445 75,596 565 642
10 @ 158,139 181,378 862 1,127
11,965 12,233 0 0
13,134 13,281 0 0
3,491 3,645 446 478

$ 312,385 $ 346,780 $ 2,049 $ 2,430

@) 2,660 2,660
4,627 4,913

353/705
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(3) 2017 2016 2015 12 31

(4) 2017 2016 2015 12 31
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ooooogd
12 31
2017 2016 2015
$ 34002 $ 29878 $ 27,679
24,460 19,710 19,559
1,548 1,433 2,115
(700) (545) (340)
(267) (222) (142)
$ 153 $ 272 $ 235
$ 4552 $ 3504 $ 4,589
1,187 608 746
(94) (158) (169)
(27) (74) (126)
218 (125) 158
oTTI
2 1 1
2 2 12
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OTTI ocCl
12 31
2017 2016
$ 3B S 532
10 41
11 1
15 24
(58) (229)
(1) (13) (2
(%) (8)
$ 39 $ 359
(1)

2017 12 31 2016 12 31
$ 245 $ 245 $ 655 $ 655
13,816 14,073 13,903 13,997
2,294 2311 2,032 2,052
1) 961 966 1,142 1,150
@) 1,363 1,392 1,333 1,349
1,050 1,057 915 926
357 410 330 376
19,841 20,209 19,655 19,850
1,278 1,643 1,097 1,335
$ 21364 $ 22097 $ 21407 $ 21,840

(1)
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2017 2016 2015 12 31
300 75 (642)

2017 12 31 2016 12 31
$ % $ % $ % % 26
3,509 3,507 3,634 3,453
1,007 1,155 985 1,056
6 7 4 5
$ 4547 4694 $ 4649 4,540
1,058 1,224
$ 5752 $ 5764

2017 2016 2015 12 31

256 164 (366)

356/705
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10%

2017 12 31 2016 12 31

64,628 $ 76311 % 60,240 $ 73,051

844 1,103 818 1,075
657 667 537 550
23 23 16 16

66,152 $ 78104 $ 61611 $ 74,692

2017 12 31 2016 12 31
9425  $ 10989 $ 7581 $ 9,435
0 0 0 0
15 15 44 44
0 0 0 0

9440 $ 11,004 $ 7625 % 9,479

357/705
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31

2017 12 31
31
9%
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2017 12 31 2016 12 31

$ 12,670 29% $ 12424 23.9%
8,543 155 8,555 16.5
15,465 28.0 13,733 26.4
9,451 17.1 8,075 155
2,067 37 2,274 4.4
3,888 7.0 3,966 7.6
52,084 94.2 49,027 94.3
3,203 5.8 2,958 57
55,287 100.0% 51,085  100.0%

(100) (98)

55,187 51,887

663 638

196 252

5 10

864 900

(6) 8)

858 892

@) $ 56,045 $ 52,779

2017 2016 12
503 519
2017 12
27% 9%

6% 1%

358/705
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2017 12 31
9% 2 % 2 % 0 $ 6 $106
2 1 (1) 0 (D 1
(€] 0 0 )
0 0 0 0
97 3 % $ 0 $ $ 106
2016 12 31
97 2 % 3 % 0o $ 10 $ 112
0 0 (1) 0 (5) (6)
(1) 0 0 0 1)
0 0 0 0 1
9 2 % $ 0o $ 6 $ 106

359/705
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2017 12 31
$ 7 $ 0o $ 0o s 0 $ 0 $ 7
90 3 1 0 5 99
1) $ 97 % 3 3 13 0o $ 5 $ 106
@
$ 5% 39 3 0o 3 0 % 2 $ 16
52,009 3,164 196 5 661 56,035
1) $ 5208 $ 328 $ 196 $ 5 % 663 $ 56,151
(1) 2017 12 31
2
2016 12 31
$ 6 $ 0o 3 0o 3 0o $ 0o % 6
90 2 2 0 6 100
) $ % $ 2 3 2 3 0o $ 6 $ 106
@
$ 16 $ 33 0o 3 0o $ 2 $ 148
48,911 2,928 252 10 636 52,737
) $ 49027 $ 2958 $ 252 $ 0 3 638 $ 52885

(1) 2016 12 31
@

360/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017 12 31
1.0
12 12 1.0
0%-59.99% $ 30082 $ 639 $ 251 $ 30,972
60%-69.99% 13,658 530 121 14,309
70%-79.99% 5,994 514 29 6,537
80% 93 54 119 266
$ 49827 $ 1,737 $ 520 $ 52,084
2017 12 31
1.0
12 12 1.0
0%-59.99% $ 2988 $ 170 $ 5 % 3,163
60%-69.99% 40 0 40
70%-79.99% 0 0 0
80% 0 0 0
$ 3028 $ 170 $ 5 % 3,203
2017 12 31
1.0
12 12 10
0%-59.99% $ 33070 $ 809 $ 256 $ 34135
60%-69.99% 13,698 530 121 14,349
70%-79.99% 5,994 514 29 6,537
80% 93 54 119 266

$ 52855 $ 1,907 $ 525 $ 55287

361/705
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2016 12 31
1.0
12 12 1.0
0%-59.99% $ 28131 $ 446 $ 626 $ 29,203
60%-69.99% 12,608 401 115 13,124
70%-79.99% 5,383 694 56 6,133
80% 373 62 132 567
$ 46495 $ 1,603 $ 929 $ 49,027
2016 12 31
1.0
12 12 1.0
0%-59.99% $ 2803 $ 114 $ 17 $ 2,934
60%-69.99% 24 0 0 24
70%-79.99% 0 0 0 0
80% 0 0 0 0
$ 2827 % 114 $ 17 $ 2,958
2016 12 31
10
12 12 10
0%-59.99% $ 30934 $ 560 $ 643 $ 32,137
60%-69.99% 12,632 401 115 13,148
70%-79.99% 5,383 694 56 6,133
80% 373 62 132 567

$ 49322 % 1,717 $ 946 $ 51,985

362/705
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2017 12 31
30-59 60-89 90 &) %)
$ 52,084 $ 0 $ 0 $ 0o 3 0 $ 52,084 $ 71
3,201 0 0 2 2 3,203 23
191 3 0 2 5 196 2
5 0 0 0 0 5
663 0 0 0 0 663
$ 56,144 $ 3 $ 0 $ 4 3 7 $ 56,151 $ 96
(1) 2017 12 31
2016 12 31
30-59 60-89 90 ) %)
$ 49,006 $ 21 $ 0 $ 0o $ 21 $ 49027 $ 49
2,956 0 0 2 2 2,958 2
241 7 1 3 11 252 3
10 0 0 0 10 0
638 0 0 0 638 0
$ 52,851 $ 28 $ 1 $ 5 $ 34 $ 52885 $ 54
(1) 2016 12 31
2 2
2017 2016 12 31
2
0
2017 2016 12 31 12
0 47 2017 2016 12 31
2
2017 12 31 5

363/705
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12 31
2017 2016
$ 4280 $ 4,059
3,222 2,660
1,218 1,291
8,720 8,010
@) 2,409 2,195
2 1,179 1,078
$ 12,308 $ 11,283
(1) 2017 2016 12 31 799 659
@]
14
2017 2016 12 31 451
216 2017 2016 12 31
310 93 82,126

36,279 79,185 34,880

364/705
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7
12 31
2017 2016
(1) $ 62,292 $ 59,897
%) $ 15225 $ 14,787
47,067 45,110
$ 62,292 $ 59,897
$ 5515 $ 5,135
696 592
$ 6211 $ 5,727
(@8]
2
12 31
2017 2016 2015
@ $ 6392 $ 5360 $ 4356
2 (2,300) (1,995) (1,803)
$ 4092 $ 3365 $ 2,553
$ 409 $ 247 $ 216
123 103 32
$ 532 $ 350 $ 248
(@8]

@

365/705
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12 31
2017 2016 2015
1) $ 11482 $ 10920 $ 10,347
@) 215 208 202
377 366 337
920 986 1,205
2,267 2,243 2,255
617 627 619
203 145 56
1,117 731 717
17,198 16,226 15,738
(763) (706) (909)
$ 16435 $ 15520 $ 14,829
(€8]
2017 12 31 111
22 1 1
2017 12 31 12
12 31
2017 2016 2015

$ 581 $ 666 $ 1,634

1,066 376 451
70 55 37

12 15 40

(23) (94) (122)

(1) (1,275) 1,175 1,970
1 1 15

$ 432 % 2194 $ 4,025

@

366/705
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12 31
2017 2016 2015

oTTI $ 286 $ 312 $ 234

34,109 28,526 24,673

2,027 2,599 2,427

@) (39) 1,316 1,165

@ 15 1) (25)

$ 36398 $ 32732 $ 28474

(1) 21
(2 2017 12 31

2017 12 31 2016 12 31

30 30

$ 911 $ 7349 $ 8260 $ 950 $ 6417 $ 7,367

1 0 1 0 0 0
0 0 0 6 0 6
0 139 139 0 233 233
0 0 0 0 0 0

@
$ 912 $ 7488 $ 8400 $ 956 $ 6650 $ 7,606

@ 30

367/705
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2017 12 31 2016 12 31
30 30
87 $ 35 122 $ 9 $ 0 $ 9
103 0 103 18 0 18
335 0 335 279 0 279
2,961 0 2,961 2,731 0 2,731
655 0 655 786 0 786
0 0 0 55 74 129
178 0 178 381 0 381
4,319 $ 35 4354 $ 4,259 $ 74 $ 4333
30

368/705

12 31
2017 2016
$ 13303 $ 11,393
369 477
1 2
2,992 3,386
171 368

$ 16,836 $ 15,626




)

@

OTC

2016 12 31 7,185

5,590

2017 2016 12 31

2016 12 31
2016 12 31

2017 2016 12 31

2017 12 31
599
73
45 54
35
604 605
59

369/705
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12 31
2017 2016
$ 8,400 $ 7,606
4,354 4,333
3,064 3,462
436 1,001
$ 16,254 $ 16,402
oTC
5,126
4,527
oTC
78
2017 2016 12 31
33
2017

89

oOoOooodn

1,595

2017
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VIE
VIE 1
2
VIE
1 VIE 2 VIE
VIE VIE
VIE
CLO
100%
CLO
1 2
VIE VIE
VIE
VIE
VIE

VIE

370/705



VIE
VIE

VIE
VIE )

VIE

(1) 2017 2016 12 31
1,716 1,386
@) VIE
31

1 VIE

VIE

2017

2016 12 31

VIE

VIE

VIE

EDINETOOOO

o o o o {0 e K )

OooooOodd
VIE VIE
VIE(D) VIE
12 31 12 31
2017 2016 2017 2016
69 3 65 $ 275 $ 269
83 81 810 783
0 0
1,652 2,140 0
617 503 0 0
1,389 1,083 97 114
164 618 0 1
7 10 4 4
440 424 150 1
4,421 4,924 1345 $ 1181
1,518 2,150 0o % 0
433 611 0 7
1951 $ 2761 $ 0o s 7
100% VIE
2017 12 31 2016 12
VIE
2 VIE
CLO
VIE
1,013 515

371/705
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VIE
VIE

12 31
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VIE 1
2
2017 2016 12 31
8,720 8,010
VIE
VIE VIE
4
DAC
2017 2016 2015

$ 17661 $ 16718 $ 15971

2,820 2,845 2,653
247 445 280
(1,827) (2,322) (2,400)
(190) (199) 477
281 174 (263)

$ 18992 $ 17661 $ 16,718

372/705
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12 31
2017 2016 2015
$ 1483 $ 994 $ 341
$ 63 $ 60 $ 27
$ 49 $ 49 $ 15
2015 2016 AFP Habitat
2016 2017 Enterprise
Group Limited CT Corp
2017 2016 2015 12 31
36 32 34
8.
12 31 VOBA
2017 2016 2015

$ 2314 $ 288 $ 2836

(56) (246) 128
(311) (351) (385)
(456) (112) 214

75 81 86
25 114 (57)
0 0 6

$ 1591 $ 2314 $ 2828

373/705
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2017 12 31 VOBA
VOBA
$ 223 12
$ 38 5
$ 1,178 9
$ 0 7
$ 145 9
BSN $ 7 8
12 31
2017 2016 2015
6.40% 6.40% 6.40%
5.96% 6.00% 6.05%
1.28% 2.87% 1.28% 2.87% 1.28% 2.87%
2.60% 2.60% 2.60%
3.00% 6.17% 3.00% 6.17% 3.00% 6.17%
BSN 4.07% 5.51% 4.07% 5.51% 4.07% 5.51%

2018 2019 2020 2021 2022

VOBA $ 204 $ 182 $ 164 $ 152 $ 138

374/705
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9.
2014 12 31
$ 444 % 235 $ 152 $ 831
0 0 0 0
444 235 152 831
2015
0 0 0
(1) 0 @ ©) M
2015 12 31
444 231 149 824
0 0 0 0
444 231 149 824
2016
0 0
1) 0 6 10
2016 12 31
444 230 159 833
0 0 0 0
444 230 159 833
2017
0
1) 0 5 5 10
2017 12 31
444 235 164 843
0 0 0 0
$ 444 % 235 $ 164 $ 843
@
2 12 31 1

2017 2016 12 31

375/705
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12 31
2017 2016
$ 623 $ (382 $ 241 $ 548 $ (341 $ 207
174 (116) 58 243 (179) 64
149 (109) 40 138 (102) 36
3 N/A 3 3 N/A 3
$ 342 $ 310
2017 2016 12 31 256 217
2017 2016 2015 12 31
51 116 64 2018
52 2019 48 2020 40 2021 37 2022 33
2017 2016 2015
20
10.
12 31
2017 2016

$ 172586 $ 161,406

67,090 63,486
14,849 13,173
254,525 238,065
2,792 2,843

$ 257,317 $ 240,908

376/705



8%

14%

14%

8%

1.0%

1

7.3%

6%

PFL

3%

1%

4%

1%

EDINETOOOO
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2.5%
2017 2016 12 31
2017 2016 2015

0.1%

0.1% 11.3%

11

PFL

377/705

oOoOooodn

7.5

9.5%
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2.6% 6.4%
12 31
2017 2016

$ 41,449 $ 40,338

28,152 28,350

14,002 14,528

4,631 4,794

36,879 34,452

23,076 22,743

$ 148189 $ 145,205

2017 2016 12 31
FANIP 4,165
3,758 15
3
0.0% 2.6% 7 5 2017
2016 12 31 3,211 3,210
957 550
2017 2016 12 31
FHLBNY 436 1,001
1.2% 2.1%
5 7 FHLBNY 14
0% 7.6

0% 13.3% 8%
1%

378/705



11.

MVA

MVA

379/705

EDINETOOOO
o o o o {0 e K )
oOoOooodn

@
2
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2017 2016
12 31
2017 12 31 2016 12 31
(1) @)
$ 129231 3 100 $ 119433 $ 152
$ 288 % 0o 3 493 % 0
66 66 65 66
$ 35431 3 146319 $ 33843 $ 135,462
$ 2611 3 3762 $ 3714 $ 5,788
68 66 67 65
0.24 0.27
@
12 31
2017 2016

$ 9365 $ 8,144

15969 $ 14,513

$ 241598 $ 225084
55 56

&+

380/705
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12 31
2017 2016

$ 93,798 $ 86,751

58,939 48,789
1,382 914
4,391 10,124

$ 158510 $ 146,578

MVA
2017 12 31 8,308 2016 12 31 8,566
2017 2016 2015 12 31
GMDB
GMIB
GMAB GMWB
GMIWB
20
U.S.GAAP

13

381/705
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GMAB/GMWB/

GMDB GMIB GMIWB

2014 12 31 $ 2850 $ 642 $ 467 $ 8,182

o) 517 167 (40) 252

(22) (85) (16) 0

©) (193) (10) 41 0

203) 2 0 (12) ()

2015 12 31 3,150 714 440 8,433

o) 927 98 (18) (194)

(36) (91) (15) 0

©) 102 0 49 0

@A) 0 0 18 Q)

2016 12 31 4,143 721 474 8,238

@) 685 37 (20) 479

(15) (74) (15) 0

290 13 (30) 0

@ 7 0 10 4

2017 12 31 $ 5110  $ 697 $ 419 $ 8,721
1)
2
©)

GMDB
GMIB
GMIB
GMDB

GMIB

382/705



GMAB
GMAB

GMWB

GMWB

GMIWB

GMIWB
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GMAB

GMIWB

GMIWB
GMIWB
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1)

2014

2015

2016

2017

12

12

12

12

DAC
DSl

31

31

31

31

NJDOBI

EDINETOOOO
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@
©)
DSl

$ 1514

(392)
16
1,189
47
118
(231)

1,127

157
(105)

(13)

$ 1,168

22
2001 12 18
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2000
2000
AOCI
2017 2016 12 31
1,790 1,647
2017 2016 12 31
3,656 3,011
AOCI
2015 12 4 2016
2016 12 9
2017 2017 12 8
2018
2015 2016 12 31 58

32 2017 12 31 86

385/705
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12 31

2017 2016

$ 48870 $ 49,281
829 932
5,446 4,658
5,146 5,204
5,070 4,262
65361 64,337
41043 38,69
339 283
2,340 2,572
9,017 9,437
4,543 4,660
3,159 3,020
632 837
61073 59,505
789 1,310

474 491

249 206
62585 61512
2776 2,825
3,627 2,990
(3656) (3,011

$ 2747 $ 2804
2017 2016
11 $ 4658 $ 4509
142 (48)

646 197

12 31 $ 5446 $ 4,658

386/705



12 31
13.
2015 4 1
HDI v.3.0
2015 4 1
2016 12 31
29

2016 12 31
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2017 2016 2015

$ 2524 $ 2619 $ 2,668

2669 2597 2,709

534 433 834

113 36 23

5840 5685 6,234

3220 3283 3366

133 132 135

2007 1941 2130

382 402 423

5742 5758 6,054

98 (73) 180

43 (120) 136

$ 55 $ 47 $ 44

® 50%
2016 12 31 HDI v.3.0

387/705
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2013 1
3
141 700,000
2017 12

2
2011
2006

2004
2000
1 30

2013 1 20
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12 31

2017 2016 2015

$ 31,797 $ 30654 $ 27,99
2,105 2,073 2,147
(1,811) (1,763) (1,622)

$ 32001 $ 3094 $ 28521

$ 4541 $ 5031 $ 5,127
1,176 1,243 1,179

(414) (368) (334)

$ 5303 $ 5906 $ 5,972

$ 33261 $ 32957 $ 20242
3,230 3,110 3,107
(2,697) (2,435) (1,722)

$ 33794 $ 33632 $ 30627

389/705



12 31
@)
(1)
12 31
(2 2017
2017

4

@

2016 12 31
2,145
2016 12 31

2017 12 31

2017

2,049
1,301

59

390/705

2016 12 31

1,205
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2017 2016

$ 698 658
4,290 3,388

171 165

$ 5,159 4,211

2017 2016
682 656

13
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14.
12 31
2017 2016
$ 50 $ 65
LLC 500 525
550 590
1 830 543
(€] $ 1,380 $ 1,133
$ 277 $ 292
$ 1,110 $ 1,020
22 21
2 0.99% 0.43%
(1) 2017 2016 12 31 880 535
@ 1
2017 2016 12 31
3.0
LLC
7.0
NJDOBI

7.0

391/705
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FHLBNY FHLBNY
FHLBNY
FHLBNY
FHLBNY
FHLBNY
4.5% FHLBNY
FHLBNY S&P/ /
A- [A3 /A-
FHLBNY NJDOBI
FHLBNY 90 FHLBNY
FHLBNY
2017 2016 12 31 49 78
NJDOBI 5%
FHLBNY 2016 12 31
5% 6.2
5.3 FHLBNY FHLBNY
2017 12 31 0.4
0.8
2017 12
31 6.9 2017 12 31 FHLBNY
PRIAC
FHLBB PRIAC
PRIAC FHLBB
FHLBB 30 45%
PRIAC FHLBB
2017 2016 12 31 10 2017 12 31

FHLBB PRIAC

392/705



2017 12 31

2017 7

755

12 31

FHLBB

4.0

100

2017 12 31

462
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5% 25%
PRIAC 2017 12 31 231
5 2022 7 $ 4000 $ 0
3 2019 9 100,000 0
2022 7
U.S. GAAP AOCI
20.958
2016 9 3 100
2
2017 12 31
823
2017
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2013 11 10
144A 15
2023 11 4.419%
15
1.777%
30
U.S. GAAP AOCI
7.0

4.419%
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12 31
12 31
1) 2017 2016
2019-2025  5.36%-8.30% $ 840 $ 840
2021-2037  3.52%-5.26% 5,187 4,403
2018-2049  2.30%-11.31% 8,882 9,236
@ 2019-2027  0.89%-3.85% 226 177
] 0 499
2024-2037  2.25%-2.74% 2,100 1,456
©) 2020 1.69%-5.49% 29 1,063
@) 2019-2025  0.26%-4.07% 573 409
(5) 2042-2068  4.50%-8.88% 6,622 5,817
24,459 23,900
(6) 7,287 5,859
@ $ 17172 $ 18041
(1) 2017 12 31
(2) 2017 2016 12 31 107 82
(3) 2017 2016 12 31 0 55
@ 2017 2016 12 31 245 221
(5) 2017 12 31 6,566 56
(6)
(7) 2017 2016 12 31 15,304
15,389
2017 2016 12 31
2017 12 31

2019 2020 2021 2022 2023

$1,713 $1298 $ 564 $ 73 $ 13524 $ 17,172
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102.62
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840
NJDOBI
NJDOBI
2017 2016 12 31
2009 2019 9 5.36%
2014 9 18
1,000 10.1235 51
98.78
2017 12 31
11.7643 5.88 1 85.00
2014 9 18
2017 12 31
10%
1 20 10
XXX
XXX

2017 12 31 175
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2013 12 1
35
2.88
2014 12 1
1.75 10
1
24
XXX
12 31 2.10
1
1
2017 11
17
22
1
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20
45
2017 12 31
2017 12
20
2017
2.5
1 500
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2017 3
31 560
2017 9 2007
2015 2
PLIC
4.0
PLIC
2017 12 31
2017 12
19
2047 3.91% 900
5.1% 6.63% 8
2017 12 31

470

1.0

2016
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AXXX
20
2017 12
AXXX
500
20 PLIC
PLIC
15
2049 3.94% 10
2033 2043

15
12 31 20 7.6
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®
InterNotes 2017 12 31
454
2017 2016 12 31
5.22%
5.54%
FANIP FANIP
10
2017 12 31
799 2017 226
28 41 2016 12 31
140
]

2008 6 600 8.88% 6/15/2018 LIBOR + 5.00% 6/15/2038 6/15/2068
2012 8 1,000 5.88% 9/15/2022 LIBOR + 4.18% 9/15/2042
2012 11 % 1,500 5.63% 6/15/2023 LIBOR + 3.92% 6/15/2043
2012 12 575 5.75% 12/4/2017 5.75% 12/15/2052
2013 3 710 5.70% 3/15/2018 5.70% 3/15/2053
2013 3 500 5.20% 3/15/2024 LIBOR + 3.04% 3/15/2044
2015 5 1,000 5.38% 5/15/2025 LIBOR + 3.03% 3/15/2045
2017 9 750 4.50% 9/15/2027 LIBOR + 2.38% 9/15/2047

@
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5 10
2012
8.88% 2036 3 5.90%
2038 6 8.88%
2014 500
500 2019 2024
PRIAC
PRIAC
PRIAC
2017 12 31
2017 12 31
2017 2016
2015 12 31 3 5 7
21
2017 2016 2015 12 31
1,334 1,324 1,328 2017 12 31
15 2016 2015 12 31 11
2016 12 31

36
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2014

2015

2016

2017

31

31

31

31

@

)

)

)
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27.50
PRU
2015
87.50 B 20

B B
660.1 205.3 4548

0.0 0.0 0.0

0.0 12.1 (12.2)

0.0 (4.4) 4.4
660.1 213.0 4471

0.0 0.0 0.0

0.0 25.1 (25.1)

0.0 (7.6) 76
660.1 2305 4296

0.0 0.0 0.0

0.0 115 (11.5)

0.0 (4.5) 45
660.1 2375 4226




2015 6
1.0
500 6.1
2015 12
15
2015 7 1 2016 6 30
2016 8 2016
2016
20 25.1
2016 12
1.25
1.25 115
2017 12
15
10b5-1(c)
B
2015 1 2 2014 12 1
B 651

484

770

2.0

2016 1
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2017 2016 2015 12 31
€Y
(b)
B
2017 12 31 U.S. GAAP 28,504
2017 12
31
4,376
2017 12 31
8,450 726
NJDOBI
12 @) 12
31 2017 12 31 9,948 10% (ii) 12
31 12 2017 12 31 505
NJDOBI
NJDOBI

2018 6 28 995
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2018
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806 156 2018
83%
100%
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2017 2016
5,253
2016 12 31
2017
2,018

8,059

NAIC
RBC
PALAC

FSA

RBC

2016
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U.S. GAAP
2015 12 31 217
9,948 11,290 PALAC
2015 12 31
340 PALAC 2017
5,718
RBC
RBC
NAIC
2017 12 31
4.0
U.S. GAAP
2017 12 31
35
2017 2016 12 31 2017 2016

NAIC
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5214
2017
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2016 12 31
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12 31

2014 12 31
ocCl
AQOCI

2015 12 31
OCl
AQOCI

2016 12 31
ocCl
AQOCI

2017 12 31

(1) 2017 2016
1,165
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1)

$ (975) 19,251 (2,226) 16,050
(245) (3,161) (457) (3,863)

17 (2,325) 193 (2,115)

116 2,008 89 2,213

(1,087) 15,773 (2,401) 12,285

199 5,176 (468) 4,907

13 (1,493) 214 (1,266)

(98) (1,285) 78 (1,305)

(973) 18,171 (2,577) 14,621

768 4,026 (153) 4,641

1 (1,629) 224 (1,404)

(65) (600) (119) (784)

$ (269) 19,968 (2,625) 17,074
2015 12 31 39 1,316
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2016 2015 2014
M
$ B % @13 % (8)
2 0 9)
€] (13) 17
- ) (5) ) ©)]
- (16) 456 247 ©)
1,647 1,042 2,085
1,629 1,493 2,325 (4)
3 8 13 )
(227) (222) (206) (5)
(224) (214) (193)
$ 1404 $ 1,266 $ 2,115
AOCI AOCI

18

AOCI
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OTTI
DAC « )
DS
VOBA
)
2014 12 31 $ 349 $ 6 $ 3 $ 3 $ (110 $ 204
(€) 1 )
(97) 35 (62)
oTTI @ (15) 5 (10)
DAC DSl VOBA 12 ) 8
11 @ 7
1 0 1
2015 12 31 234 6 14 (31) (77 146
93 (31) 62
1 0 1
oTTI 6] (16) 5 (1)
DAC DSl VOBA (12) 3 ®
(20) (3) (23)
(16) 6 (10)
2016 12 31 $ 312 $ 5 $ ® % @n $ @n % 157
79 (22) 57
(85) 23 (62)
oTTI &) (20) 5 (15)
DAC DSl VOBA
3 @ 2
9 %) 7
1 0 1
2017 12 31 $ 286 $ @ $ 3 $ (46) $ 94 $ 147
D OTTI oTTI

AOCI
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AQOCI
DAC )
DSI
VOBA
(€N )
2014 12 31 $ 36,764 $ (1455) $ (1,282) % (5036 $ (9944 $ 19,047
(6,312) 2,268 (4,043)
(2,228) 801 (1,427)
oTTI @ 15 5) 10
DAC DSl VOBA 695 (240) 455
200 (67) 133
2,234 (782) 1,452
2015 12 31 28,240 (760) (1,082) (2,802) (7,969) 15,627
5,658 (1,910) 3,748
(1,494) 504 (990)
oTTI %) 16 5) 1
DAC DSl VOBA (296) 93 (203)
(54) 9 (63)
(a78) 62 (116)
2016 12 31 32,420 (1,056) (1,136) (2,980) (9,234) 18,014
5,216 (1,425) 3,791
(1,544) 421 (1,123)
oTTI @ 20 5) 15
DAC DSl VOBA
(524) 191 (333)
(107) 25 (82)
(651) 190 (461)
2017 12 31 $ 36,112 $ (1,580) $ (1,243 % 3631) $ 9837 $ 19,821
D 21
2 OTTI OTTI

AQOCI
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16. 1
12 31
1
2017 2016 2015
1 1 1
1
1
$ 7974 $ 4419 $ 5712
111 51 70
95 50 55
$ 7,768 4270 $ 1819 $ 4318 4382 $ 985 $ 5587 4517 $ 1237
$ 95 $ 50 $ 55
94 49 54
21 18 23
11 0.9 0.9
17 58 17 5.7 17 55
1
$ 7,786 4360 $ 1786 $ 4336 4466 $ 971 $ 5605 4604 $ 1217
1
2
2017 2016 2015 12 31
5.2 51 4.4
1

12 31

410/705



2009 9

51

1 85.00

17.
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2017 2016 2015
1 1 1
1
03 $ 11018 27 $ 8397 24 $ 8797
0.0 0.0 0.0
0.1 0.0 0.0
0.0 0.0 0.0
0.4 27 2.4
5.36% 500
1,000 10.1235
1 98.78
2017 12 31
1,000 11.7643 5.88
1
2017 12 31
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2017 2016 2015
35.29% 38.36% 34.67%
2.84% 3.92% 3.00%

5.60 5.61 557
2.06% 1.25% 1.61%

12 31
2017 2016 2015

$ 12 $ 5 9 % 7% 21 8

142 51 126 47 111 42

109 41 57 21 32 12

$ 263 $ 97 202 $ B % 164 62

2017 2016 2015 12 31
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2016 12 31

2017 12 31
2017 12 31

2017 2016

2017 2016

49

2017 12 31

2015 12 31
27.91

2015 12 31

14.81
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10
6738802 $ 63.53
410,501 110.15
(2,385,170) 63.80
(28,910) 69.23
(5,821) 83.29
4,729,402 ¢ 67.38
3248670 $ 61.91
109 120
2017 12 31
556 $ 225
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3
€y
2016 12 31 2 4979707  $ 73.77 1,663,673 $ 104.06
@ 1,540,848 110.39 601,179 114.98
(125,209) 83.34 (9,610) 109.21
©) 105,829 110.45
(1,253,305) 84.08 (540,739) 110.45
2017 12 31 2 5,142,041 $ 82.00 1,820,332 $ 114.98
(1)
0%  125%
2
2017 12 31 2016 12 31
3
2017 2016 2015 12 31
196 128 162
2017 2016 2015 12 31
110.39 64.12 78.4 2017 2016 2015 12 31

114.98 104.06 81.41
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2017 12 31

164

2017 2016

2017 2016

58

2017 2016
27

18.

50

152
2015 12 31
39
2015 12 31
2015 12 31
18 21
10 55

41
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2017 2016 12 31
2017 2016 2017 2016
$ (12917) $ (12221) $ (2,084) $ (2,159)
(284) (253) (20) (19)
(476) (498) (82 (91)
0 0 (30) (31)
0 0 ) (10)
0 ©) ) 0
(871) (602) 69 46
57 24 0 0
(@) (@) 0 0
723 681 172 181
(66) (43) (€©) (1)
$ (13838 $ (12917) $ (1,996) $ (2,084)
$ 1281 $ 12541 $ 1,531 $ 1,584
1,329 883 212 82
202 187 14 15
0 0 30 31
(57 (24) 0 0
(723) (681) 172) (181)
43 (45) 0 0
$ 13655 $ 12861 $ 1,615 $ 1,531
$ (183) $ (56) $ (381) $ (553)
$ 2645 $ 2538 $ 0 $ 0
(2,828) (2,594) (381) (553)
$ (183) $ (56) $ (381) $ (553)
$ 0 $ 0 $ 0 $ 0
(22) (25) 10 1
3,611 3,481 344 557
$ 358 $ 345 $ 354 $ 558
$ (13190) $ (12,3000 $ (1,995) $ (2,084)
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2007 2017
2016 12 31 1,283 1,227
1
2017 2016
2017 2016 12 31 881 829
2017 2016 12 31
81
2017 2016 12 31 120
115
2017 2016 14%
2017 2016 5%
2017 2016
$ 2875 $ 2,638
$ 47 3% 44
2017 2016
$ 2655 $ 2426
$ 0 $ 4
2016
2017

2016 12 31 21 19
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5
12 31
2017 2016 2015 2017 2016 2015
$ 284 $253 $244 $ 20 $ 19 $ 20
476 498 469 82 91 86
(781) (754) (775) (102) (105)  (115)
0 0 0 0 0 0
®) (6) ) 0 @) (5)
191 181 168 36 41 38
13 7 5 0 0 0
1) 4 2 4 0 0 0
$ 184 $ 181 $ 107 $ 36 $ 4 $ 24
)
AOCI
AOCI AOQOCI
10%

AOCI
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12

12

12
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0 $ (4 $ 2946 $ 0 $ (® $ 600
0 8 (168) 0 5 (38)
0 0 405 0 2 63
0 1 (10) 0 0 @
0 (33) 3,173 0 @) 621
0 6 (181) 0 2 (41)
0 3 473 0 0 (23)
0 1) 16 0 0 0
0 (25) 3,481 0 1 557
0 3 (192) 0 0 (36)
0 0 323 0 9 (179)
0 0 @ 0 0 2
0 $ (22 $ 3611 $ 0 $ 10 $ 344
2018
@ s 1
214 17

210 % 18




2017 2016

2021 2021

2017 2016

2024 2021

2017 12 31

Aa

2017
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2017 2016 2015 2017 2016 2015
4.15% 4.50% 4.10% 4.05% 4.35% 3.95%
3.65% 4.15% 4.50% 3.60% 4.05% 4.35%
4.50% 4.50% 4.50% N/A N/A N/A
4.50% 4.50% 4.50% N/A N/A N/A
6.25% 6.25% 6.25% 7.00% 7.00% 7.00%
6.60% 7.00% 6.66%
6.20% 6.60% 7.00%
2015
2019
5.00% 5.00% 5.00%
2015
2021
5.00% 5.00% 5.00%
2016 12 31
Aa
2017 12 31 650
10 20 Aa

Aa

2016 12 31
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1
$ 7
130
$ 5
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2017 12 31
2% 16% 29% 66%
2% 17% 2% 24%
48% 67% 4% 51%
0% 15% 0% 39%
2% 16% 0% 0%
0% 17% 0% 0%

2017 12 31 2016 12 31

20
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65 185

20%
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2017 12 31
NAV

1 2 3
@ $ 0 $ 552 % 0 $ 0 $ 552
(1) 0 79 0 0 79
631
) 0 365 0 0 365
©) 0 315 0 0 315
@ 0 56 0 0 56
736
) 0 1,319 38 0 1,357
(6) 0 509 0 0 509
0 1 0 0 1
0 1,402 0 0 1,402
0 556 0 0 556
0 10 0 0 10
) 0 324 0 0 324
(8) 0 3,621 1 0 3,622
0 5 0 0 5
CMO (9) 0 492 0 0 492
1,498 0 12 0 0 12
0 47 0 0 47
(10) 578 1 39 0 618

(11)

0 0 0 0 0
8955
56 0 0 56
1 1
57
(12) 0 0 714 0 714
0 435 435
1,149
706 706
0 1,421 1,421
2127

$ 578 $ 9723 $ 792 $ 2562 $ 13,655
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2016 12 31
NAV

1 2 3
1) $ 0 $ 472 $ 0 $ 0 $ 472
(1) 0 66 0 0 66
538
@) 0 269 0 0 269
©) 0 219 0 0 219
4 0 49 0 0 49
T s37
(5) 0 1,247 36 0 1,283
(6) 0 441 0 0 441
0 1 0 0 1
0 993 0 0 993
0 521 0 0 521
0 14 0 0 14
7 0 305 0 0 305
) 0 4,039 0 0 4,039
0 7 0 0 7
CMO (9) 0 506 0 0 506
2,595 0 9 0 0 9
0 39 0 0 39
(10) 533 7 49 0 589

(11)

0 0 0 0 0
e
55 0 0 55
1 1
56
(12) 0 0 666 0 666
0 371 371
1087
551 551
0 1,395 1,395
1,946

$ 533 $ 9260 $ 751 $ 2317 $ 12861
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(12)

427/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017 12 31
% S 0 $ 49 8 666
2 0 0 50
0 6
0 (10) (8)
0 1 0 0
38 3 1 $ 39 8 714
2016 12 31
$ 35 $ 93 $ 607
1 0 61
0 0 6
0 (44) ®)
0 0 0

$ 36 $ 49 $ 666
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2017 12 31
NAV

1 2 3
(1) $ 0 $ 605 $ 0 $ 0 $ 605
) 0 182 0 0 182
2 0 2
789
©) 0 106 0 0 106
4) 0 110 0 0 110
216
(5) 0 163 0 0 163
(5) 0 52 0 0 52
87 0 0 87
0 2 0 0 2
(6) 0 151 0 0 151
0 28 0 0 28
CMO (7) 0 27 2 0 29
(8) 0 28 2 0 30
9) 6 0 5 0 11
553
57 0 0 0 57
57

$ 63 $ 1543 $ 9 $ 0 $ 1615
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NAV
1 2 3

) $ 0 $ 506 $ 0 $ 0 $ 506

) 0 170 0 0 170

676

©) 0 90 0 0 90

4) 0 96 0 0 96

186

) 0 157 0 0 157

(5) 0 59 0 0 59

78 0 0 78

0 2 0 0 2

(6) 0 176 0 0 176

0 48 1 0 49

CMO (7) 0 22 5 0 27

271 0 0 0 1

©) 1 0 5 0 6

555

114 0 0 0 114

114

$ 115 $ 1405 $ 11 $ 0 $ 1531
(@8]
]
(€)]
4
5
(6)
(7)
(8)

©)
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2017 12 31
CMO
$ 1 $ 5 $ 0 $ 5
0 0 0 0
0 0 0
0 ®3) 2 0
3
3 @) ) 0 0
$ 0 $ $ $
2016 12 31
CMO
$ 0 $ 0 $ 3
0 0 0
0 0 0
1 5 2
3 3 0 0 0
$ 1 $ 5 $ 5

) 3 2
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12 31

2017 2016 2017 2016
5% 4% 49% 44%

5 4 13 12

66 68 34 36

0 4 8

8 8 0 0

16 16 0 0
100% 100% 100% 100%

D

D
2018 $ 789 $ 149 $ 10
2019 849 152 10
2020 803 154 10
2021 827 155 11
2022 866 155 11
2023-2027 4,534 766 59
$ 8668  $ 1531  $ 111

2018 200 10
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72
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64
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2017 2016 2015

$ 47 $ 31 $ 738

11 9 3
594 595 622
558 635 1,363

(2,552) 132 585

0 5 4
556 563 120
(1,996) 700 709

(1438) 1,335 2,072
33 11 )

784 1,305  (2,213)
2 (30) (22)
$ (623) $ 2621 $ (164)
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35%
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2017 2016 2015
$ 2270 $ 1997 $ 2719
(369) (352) (341)
(249) 172) (51)
(126) (118) (116)
(2,858) 0 (108)
(106) (20) (31)
$ (1438 $ 1335 $ 2072
(22.2)% 234%  26.7%
2017 2016 2015 -22.2% 23.4%
26.7% 35%
2017 2017 2017 12 22 2017
US GAAP
2017 12 SEC 2017
US GAAP
SAB118 SAB118 3
) )
©) SAB118
1
SAB118

2017 3
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2017 2017
2017
2017 2,880
2017 12 31
35% 21% 1,592
35%
1,785
1986
497
2017 IRS
2017 12 19 2018 2018 1 1
300 25% 20
300 22%
10% 300
25% 20 300 2.2%
10% 2018 24.2% 27.5%
2017 26
AFE 2015 12 AFE 2015 1 1
AFE
2015
108 AOCI

108
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DRD
DRD 2017
369 280 2016 352 266 2015
341 296 DRD 2016
DRD
DRD
DRD
2
28% 24.2% 2018
35%
5%
2 3
2017 2016

$ 821 $ 1,856

1,262 1,849
281 190
635 789
862 1,166
3,861 5,850
(214) (163)
3,647 5,687
9,062 10,551
3,625 4,443
119 380
414 715
4 393

13,261 16,482

$ (9614) $ (10,795)
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(1) 2018 2037
2 16 2020 2035
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@
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)
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(6)

12 31
2017 2016

$ 196 $ 138
18 25

$ 214 % 163

12 31
2017 2016

5806 $ 4,201
58 $ 45
0 $ 66

L - I

42
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2017
U.S. GAAP 2013
2017
2017 2016 2015
2017
302 2017
(1)
(1) 2017 2017 12 31
2017 2016 2015 12 31

2,541
3,945
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2015 3
2017 4 2017
2014
2017
0
12 3

2017 2016 2015

N/A $ 4231 $ 3215

$ 2,603 N/A N/A
1,242 4,235
4,463 3,534
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2017 2016 2015

$ 26 $ 6 $ 6
11 10 0
(5) 0 0
14 10 0
0 0
) 0
$ 45 $ 26 $ 6

$ 45 $ 26 $ 6

2017 2016 2015

$ 3 13 0

2017 2016

2014-2016
2013 3 31
2013 3 31

2017 3 31
2013 12 31 2016 12 31
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1 2 3 )
$ 0 $ 26086 $ 52 $ $ 26138
0 10,466 5 10,471
0 103,271 148 103,419
0 90,115 109 90,224
%) 0 31,845 1,889 33,734
0 29,329 79 29,408
0 23,528 699 24,227
3 0 5,629 6,604 12,233
0 13,268 13 13,281
0 3,547 93 3,645
0 337,084 9,696 346,780
(4
0 328 0 328
0 208 0 208
0 857 223 1,080
0 16,712 552 17,264
©) 0 697 788 1,485
0 2,321 0 2,321
0 1,029 1 1,030
2,015 274 509 2,798
(5) 56 10,763 8 (9,601) 1,226
2,071 33,189 2,081 (9,601) 27,740
5,344 540 290 6,174
0 593 0 503
(6 24 111 136 1 272
3,006 1,850 8 5,764
1,900 6,398 0 8,298
0 1 13 14
(7(8) 45,397 232,874 2,122 280,393
$ 58642 $ 612640 $ 14346 $  (9,600) $ 676,028
©) $ 0 $ 0 $ 8720 $ $ 8720
4 5,946 50 (5,312) 688
VIE 0 0 1,196 1,196
$ 4 $ 5946 $ 9966 $ (5312 $ 10,604
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1 2 3 @
$ 0 $ 23784 $ 0 $ $ 23784
0 9,687 5 9,692
0 96,132 124 96,256
0 81,350 261 81,611
@ 0 30,434 1,354 31,788
0 28,166 71 28,237
0 20,393 487 20,880
® 0 7,501 4,344 11,935
0 12,690 14 12,704
0 4,335 197 4,532
0 314,562 6,857 321,419

4

0 301 0 301
0 194 0 194
0 714 227 941
0 16,992 188 17,180
©) 0 1,086 329 1,415
0 2,061 1 2,062
0 1,208 2 1,210
1,690 214 487 2,301
®) 208 13,259 1 (11,708) 1,760
1,898 36,029 1,235 (11,708) 27,454
6,033 3,450 265 9,748
0 519 0 519
®) 44 106 7 ® 149
5,623 1,558 1 7,182
3,885 4,421 0 8,306
0 0 0 0
® 38,915 221,253 1,849 262,017
$ 56398 $ 581,898 $ 10214 $ (11716) $ 636,794
© $ 0 $ 0o $ 8238 $ $ 823
8 6,284 2 (5,945) 369
VIE 0 0 1,839 1,839
$ 8 $ 6284 $ 1009 $ (5945 $ 10,446
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(1) 2017 2016 12 31 4,288 5771
2 2017 2016 12 31
2,660 1,456

(3
4
5 1
(6) 1 NAV

2017 2016 12 31 1,969 1,579
(7) 1

1

NAV 2017

2016 12 31 26,224 25,619
(8)
9) 2017 12 31 87 0.9

9.6 2016 12 31
8.2 1.2
9.4
2
3
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2 $ 111 $ 86
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3
2017 12 31
@
©)) $ 1,352 0.65% — 2% 7.20%
EBITDA  (3) 74 — 74 74
13.10% — 25.00% 14.68%
$ 821 1.08% — 278% 1.20%
4
(5) $ 8720 (6) 1% — 12%
LIBOR 7 0.12% — 110%
(8 52% — 9%
©)
(10) 0% — 14%
13% — 24%
2016 12 31
@
2 $ 1848 0.70% — 20% 7.12%
EBITDA (©)] 4.0 — 4.0 4.0
15.19% —  98.68% 9L.72%
$ 971 1.19% — 2.90% 1.37%
&)
(5) $ 8238 6 0% — 13%
LIBOR ) 0.25% —  150%
(8) 52% — 96%
©
(10) 0% — 14%

16%

25%
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2017 12 31
() 2
$ 0 $ 5 $ 124 $ 2,173 $ 4,555
0 0 (93) 70
0 1) (22) 11
0 0 19 7
42 7 0 525 4,967
0 0 0 (173) (645)
0 0 0 0
0 0 (781) (2,756)
0 3 7 38
() 10 0 0 (55) ¥
3 (5) 0 39 1,498 3,933
3 (5) (7 a7 (322 (3,463)
$ 52 $ 5 $ 148 $ 2,776 $ 6,715
(6)

$ 0 3 0 $ 0o s (1549 3 0
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2

$ 27 $ 188 % 332 $ 487 % 1

0 0 0 0

) (32 0 25
3 1 0 0
154 656 28 46
(1) (25) (17) 0
0 0 0 0 0
(4) (119) (355) (47) (39)
0 0 5 6 0
4 0 0 1 29 0
3 (5) 0 383 602 31 0
3 (5) 0 (18) (428) (33) 0
$ 23 $ 552 % 78 $ 509 $ 8

(6)

$ 0 $ 0 $ 0 $ 0 $ 0

$ G $ (¥ 3 3 $ 38 %

o
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$ 265 $ 7 0% 1 3 0o $ 0
/
2 1 0 0 (20)
17 0 0 0
0 0 2 0
33 0 30 93 33
(35) 0 0 0 0
0 39 0 0 0
0 1) (23) (99) 0
3 @) 0 0 0
() 1) 77 1) 0 0
3 (5) 7 14 4 0
3 (5) @) 0 0 0
$ 20 $ 136 $ 8 % 0 $ 13

(6)

$ 4 s 0 3 0 $ 0o $ (2
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VIE

©)]
$ 1849 $ (8238) $ 22) $ (1,839)

/
0 637 (37) (4)
81 0 0 0
2 0 0 0
1,122 0 0 0
(98) 0 0 0
0 (1,117) 0 0
(725) 0 4 0
0 @) 0 0
) 0 0 5 647
3 (5) 353 0 0 0
3 (5) (462) 0 0 0
$ 2122 $ (8720) $ (50) $ (1,196)
/
(6)

$ 0 s 372 $ B $ (4)

$ 78 % 0 s 0 $ 0
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@ 2

$ 6 $ 123 $ 1222 $ 4,269

0 0 (131) 10
0 ©) 76 (23)

0 0 11 13

0 0 318 3,582
0 0 (18) (444)

0 0 0 0
(D 0 (323) (700)

0 3 5 35

4 0 0 0 159
3 6) 0 1 1,486 1,787
3 (5) 0 0 (473) (4,133)
$ 5 $ 124 $ 2173 $ 4,555

(6)

$ 0 $ 0 3 (1100 3 0
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$ 34 $ 203 $ 603 $ 589 $ 5
0 0 0 0
(%) 9) (12 1
1 2 2 0 0
201 11 185 20 0
0 A3) (49) (65) 0
0 0 0 0 0
(4) (41) (122) (108) 0
0 0 ) 31 0
() 0 (15) 141 14 (5)
3 (5) 0 151 252 28 0
3 (5) 0 (112) (666) (30) 0
$ 27 $ 188 $ 332 $ 487 $ 1
(6)
$ 0o 3 0o $ 0o $ $

$ 5 3 (100 $ 4 3 3 3
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$ 266 $ 9 3 o $ 7
/
52 1) 0 (30)
0 0 0 0
(75) 0 0 0
0 1) 0 0
99 1 1 23
(79) 0 0 0
0 0 0 0
(13) 0 0 0
13 0 0 0
) 0 (33) 0 0
3 (5) 9 0 0 0
3 (5) ) ®) 0 0
$ 265 $ 7 3 1 $ 0
(6)

$ 0 $ o $ 0 $ (30
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(©)
$ 1995 $(8434) $ @2 $ (8,597)
/
1 1,252 ©) (23)
0 0 0 (14)
22 0 0 0
17 0 0 0
555 0 0 0
(141) 0 0 0
0  (1056) 0 (2,187)
(485) 0 (6) 697
0 0 0 0
() 0 0 (6) 8,285
3 (5) 344 0 0 0
3 (5) (459) 0 0 0

$ 1849 $(8238) $ (220 ¢ (1,839)

(6)

$ 0 $ 1,046 (23)
$ 0 $ 0 $ 0 $ (14)

@
~—~
L
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@ 3]
$ 0 % (95 $ 4
$ Q) 3 7 % (40)
$ 0 % 17 $ 20
(6)
$ 0 % 87n $ 4
2015 12 31
2
$ 0 $ 0 $ 0 $ 0
$ (28) $ " $ @15 $ (D
$ 1 $ 1 $ 0 $ 0
(6)
$ $ 0 $ $ 0

$ 9 3 n $ 6 % )

460/705



EDINETOOOO
o o o o {0 e K )

OooooOodd
2015 12 31
/
$ 15 $ 21 $
$ 1 $ 0o $
$ 0o s @ $ 0
/
(6)
$ 3 $ 19 $ 2
2015 12 31
VIE
3
/
$ 0o $ 717 $ 1 $ 287
$ 0o s 0o $ 0o $ 146
$ (38 $ 0 $ 0o $ 0
$ 24 $ $ 0o $ 0
/
(6)
$ 0 $ 485 $ 1 $ 287
$ 0o s $ $ 146
$ 318 $ 0 $ 0o $ 0

@
@
©)
(4) 2017 12 31
2016 12 31
©) 3 3

(6)
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2017 12 31

1 2 3 @
$ 25 $ 8399 $ 0 3 $ 8424
0 165 0 165
0 21 0 21
0 1,588 0 1,588
2 595 10 607
0 0 0 0
@ (9,600) (9,600)
$ 27 $ 10,768 $ 10 $ (96000 $ 1,205
$ 1 % 3800 $ 3 3 $ 3804
0 262 0 262
0 5 0 5
0 1,149 0 1,149
2 733 0 735
0 0 0 0
0 (5,312) (5,312)

$ 3 3 5949 $ 3 3 (5312) $ 643
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1 2 3 D

$ 55 $ 9269 $ 6 $ $ 9330

0 375 0 375

0 1 0 1

0 3,174 0 3,174

0 203 0 203

0 0 0 0
@) (11,716) (11,716)
$ 55 $ 13022 $ 6 $ (11,716) $ 1,367

$ 1 % 4515 $ 2 3 $ 4518

0 893 0 893

0 25 0 25

0 365 0 365

6 483 0 489

0 0 0 0
1) (5,945) (5,945)
$ 7 % 6281 $ 2 % (5945) $ 345

@
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$ 0 $ 4

/
0 7
0 0
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0 0
1 10 0
3 ©) 0 0
3 €) 0
$ 10 $ (3)

3

$ 0 $ 7
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@ (32) 0
3 ©) 0 0
3 ©) 0 0
$ 0 $ 4
3
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60 $ 84 $ 90
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12 31
2017 2016 2015
$ $ $
$ $ $
$ 147 $ 58 $ 2
VIE
$ 4 % 37 % (434)
12 31
2017 2016 2015
$ 13 $ 10 $ 11
VIE
$ 75 $ 120 $ 351
12 31
2017 2016
(€
$ 593 $ 519
$ 582 $ 508
$ 1,945 $ 1,556
VIE
$ 1,196 $ 1,839
$ 1,233 $ 1,886

(1) 2017 12 31
%2

468/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

2017 12 31 ®

2
1 2 3
® $ 0 $ 1484 $ 96 $ 2430 $ 2,049
58 51 0 109 109
0 129 56,619 56,748 55,452
1 0 11,890 11,801 11,891
989 2 0 1,011 1,011
5,997 195 0 6,192 6,192
0 3,325 0 3,325 3,325
45 2,385 685 3,115 3,115

$ 700 $ 7591 $ 70140 $ 84821 $ 83,144

- $ 0 $ 33045 $ 67141 $ 100,186 $ 99,948

0 8,400 0 8,400 8,400

0 4,354 0 4,354 4,354

0 1,384 0 1,384 1,380

4 1,296 16,369 2,095 19,760 17,172

VIE 0 0 322 322 322
0 6,002 715 6,717 6,717

- 0 71,336 30,490 101,826 101,826

$ 129 $ 140890 $ 100,763 $ 242949 $ 240,119
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2016 12 31 @
e
1 2 3
©) $ 0 $ 1526 $ 998 $ 2524 $ 2,144
0 150 0 150 150
0 139 53,625 53,764 52,260
1 0 11,754 11,755 11,755
0 326 0 326 326
4,945 876 0 5,821 5,821
0 3,204 0 3,204 3,204
54 1,976 658 2,688 2,688
$ 5000 $ 8197 $ 67035 $ 80232 $ 78348
- $ 0 $ 41653 $ 58392 $ 100045 $ 99,719
0 7,606 0 7,606 7,606
0 4333 0 4,333 4,333
0 1,077 73 1,150 1,133
@ 1,267 15,705 2,957 19,929 18,041
VIE (5) 0 0 311 311 311
0 6,540 696 7,236 7,236
- 0 71,010 27,578 98,588 98,588
$ 1267 $ 147924 $ 90007 $ 239198 $ 236967
) 1 NAV
2017 2016 12 31 1,795 1514
2017 2016 12 31 1,571 1,478
2
3 2017 12 A1 4,913 4,627 2016 12 31
4,403
4 2017 12 31 7577 7,287 2016 12 31
5,859

(5) 2016 12 31
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GIC GIC

U.S.GAAP

NPR

2017 2016 12 31

1,205 1,367 643
345

475/705



EDINETOOOO
o o o o {0 e K )

Ooooooog

2017 12 31 2016 12 31
$ 3204 $ 271 $ (8) $ 1117 $ 17 $ (111)
545 0 ©) 167 3 @)
17,732 766 (735) 14,737 1,956 (54)
$ 21481 $ 1037 $ (831) $ 16021 $ 1976 $ (166)
$ 158552 $ 7958 $  (3509) $ 162131 $ 8969 $ (4,274
23,792 25 (D 31,183 55 o
18,456 167 (203) 13,290 289 (132)
1,498 6 %) 321 0 o)
23,905 164 (254) 21,042 372 (892)
59 0 0 93 0 0
13,777 822 (414) 12,336 1,218 (311)
1,314 21 () 918 1 (25)
710 2 %) 1,371 0 (5)
36,007 583 (364) 12,020 102 (93)
15,558 17 (369) 18,167 101 (390)
0 0 0 1 0 0
GIC 77,290 0 ) 77,197 5 0
$ 370918 $ 9770 $ (5124) $ 350070 $ 11112 $ (6124
® $ 392399 $ 10807 $ (5955 $ 366091 $ 13088 $  (6,290)

(1)
2017 2016 12 31 8,748 8,252
(i)
(i)
(i)  GIC
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/

@
o) $ 10710  $ (9.600) $ 1110  $ (625) $ 485
240 0 240 (240) 0
$ 10950  $ (9.600) $ 1350  $ (865) $ 485
@ $ 5948  $ (5312) $ 636 % (588) $ 48
8,400 0 8,400 (8,400) 0
$ 14348 $ (5312 $ 903 $ (8988) $ 48

2016 12 31

/

@
@) $ 12987 % (11,716)  $ 12711 $ (399) $ 872
1,016 0 1,016 (1,016) 0
$ 14003  $ (11,716)  $ 2287 $ (14150 $ 812
@ $ 6281 $ (5945 $ 33 % (2999 $ 37
7,606 0 7,606 (7,606) 0
$ 13887 % (5945 $ 7942 $ (7905) $ 37

(1)
2
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AOCI(1)
$ 16 $ (19 $ 0 $ 0 $ @ $

(6) 0 0 0 0

10 (19) 0 0 (€] 0

0 0 0 ©) 0 7

0 0 0 0 0 )

0 189 (303) 0 0 (1,359)

0 189 (303) ©) 0 (1,355)

0 0 0 ©)

0

0 0 0 0 0 ©)

1,161 0 0 0 0 0

(340) 0 0 0 0 0

(250) 0 5) 0 0 0

13 0 0 0 0

(2,498) 0 0 0 0

0 0 0 0 0

644 0 0 0 0

(1,270) 0 (5) 0 0 0

$  (1,260) $ 170 $@B8 $ (B3 $ @ $  (1,364)
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$ 26 $ (3 $ 0 $ o $ 0 $
21 (0]
47 (32 0 0 0 0
0 0 (5) 6h)
123 269 0 0 152
0 123 269 (5) 0 151
(@) 5 0 0 0 0 )
0
5 0 0 0 0 (5)
1,564 0 0 0 0 0
463 0 1 0 0 0
10 0 3 0 0 0
32 0 0 0 0 0
(2171) 0 0 0 0 0
@ 0 0 0 0 0
1,260 0 0 0 0 0
1,157 0 4 0 0 0
$ 1,200 $ o $23  $ (5 $ 0 $ 146
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$ 29 % 49 $ 0 $ 0 $ 0 $
18 @
47 (45)
0 0 () 2
75 146 0 0 957
0 75 146 ) 0 959
9
31
0 0 0 40
1,394 0 0 0 0 0
(124) 0 %) 0 0 0
563 0 7 0 0 0
(5) 0 0 0 0 0
(591) 0 0 0 0 0
0 0 0 0 0 0
724 0 0 0 0 0
1,961 0 5 0 0 0
$ 2008 $ 3/ $ 1581 $ () $ 0 $ 999
(1) AOCI
2
2017 2016 2015 12 31
2014 12 31 $ 206
2015 1 1 12 31 1,199
(240)
2015 12 31 1,165
2016 1 1 12 31 602
(451)
2016 12 31 1,316
2017 1 1 12 31 (1,373)
18
2017 12 31 $ (39
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AOCI
AOCI
526 536 541
2017 2016 12 31
114
2017 2016 12 31
2017 12 31
NAIC NAIC1 36 NAIC2 62
NAIC5 5 NAIC6 4 2017
1,022 50 18
NAIC
NAIC
3
2017 2016 12 31
0 500
17
178 256
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$ 434 $ 466 $ 475
$ ©® $ 74 $ 123
55 2017 12
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$ (20) $ (18) $ 9
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$ 2198 $ 1,765 $ 1,797
(192) 79 635
(1) 2,007 1,844 2,432
1,244 1,012 931
253 220 176
(1) 1,497 1,232 1,107
979 787 779
ey 979 787 779
3,198 3117 3,226
3,198 3,117 3,226
(1,437) (1,581) (1,313)
(1,437) (1,581) (1,313)
6,244 5,399 6,231
(602) 989 2,258
544 (466) (679)
336 (17) (524)
(151) 21 433
45 (132) 58
38 (84) (66)
33 (5) 58
$ 6487 $ 5705 $ 7,769
1)
1
DAC
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$ 183,666 $ 170,861

83,985 77,524
@ 267,651 248,385

183,629 173,509

41,575 40,642

1) 225,204 214,151

49,944 49,255

@ 49,944 49,255
211,432 197,119

211,432 197,119

14,556 13,001

14,556 13,001

63,134 62,051

63,134 62,051

$ 831,921 $ 783,962

@
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$ 5110 $ 742 $ 318 $ 330 0 $ 70 $ 464
4,974 1,948 2,100 719 36 648 483
10,084 2,690 2,418 1,049 36 718 047
13,843 4,482 10,035 1,507 0 26 26
5471 637 4,073 274 0 5 14
19,314 5,119 14,108 1,781 0 31 40
3,355 170 0 0 0 27 11
3,355 170 0 0 0 27 11
21,560 5,027 13,440 899 43 13 1,138
21,560 5,027 13,440 899 43 13 1,138
(667) 493 21 0 0 533 (43)
(667) 493 21 0 0 533 (43)
53,646 13,499 20,087 3,729 84 1,322 2,093
(602) (38) 0 0 0 0 0
(215) 0 (69) (191) 0 0 (550)
336 0 0 0 0 0 0
0 0 0 151 0 0 0
5,826 2,653 3,219 133 2,007 1 37
775 321 657 0 0 4 0
7 0 0 0 0 0 0
$ 59689 $ 16435 $ 33,794 $ 3,822 $ 200 $ 1327 $ 1580
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2016 12 31
DAC
$ 4666 $ 698 $ 306 $ 362 0o $ 71 $ 484
5,355 1,822 2,750 680 35 583 115
@ 10,021 2,520 3,056 1,042 35 654 599
12,876 4,263 9,328 1,473 0 19 33
5,343 608 4,032 263 0 5 6
@ 18,219 4871 13,360 1,736 0 24 39
2,961 80 0 0 0 15 15
o) 2,961 80 0 0 0 15 15
21,009 4,759 13,183 920 49 8 1,068
21,009 4,759 13,183 920 49 8 1,068
(636) 465 2 0 0 614 (49)
(636) 465 2 0 0 614 (49)
51,574 12,695 29,625 3,698 84 1,315 1,672
989 (31) 0 0 0 0 0
19 0 131 (50) 0 0 168
17) 0 0 0 0 0 0
0 0 0 1) 0 0 0
5,669 2578 3282 134 1,041 2 37
602 278 594 0 0 3 0
(57) 0 0 0 0 0 0
$ 58779 $ 15520 $ 33,632 $ 3761 $ 205 $ 1320 $ 1877

@
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2015 12 31
DAC
$ 4695 $ 603 $ 314 $ 363 $ 0 $ 69 % 465
5,233 1,669 2,245 644 33 550 133
@ 9,928 2272 2,559 1,007 33 619 598
11,821 4,082 8,352 1,441 @ 25 66
5,143 586 3,868 257 0 8 6
o) 16,964 4,668 12,220 1,608 @ 33 72
2,944 111 0 0 0 10 19
o) 2,944 111 0 0 0 10 19
19,364 4,357 11,821 880 51 5 989
19,364 4,357 11,821 880 51 5 989
(570) 550 16 0 0 635 @)
(570) 550 16 0 0 635 @)
48,630 11,958 26,616 3,585 82 1,302 1,631
2,258 1 0 0 0 0 0
(31) 0 39 191 0 0 452
(524) 0 0 0 0 0 0
0 0 0 (433) 0 0 0
6,160 2,653 3,365 135 2,130 1 37
638 217 607 1 0 3 0
(12) 0 0 0 0 0 0
$ 57119 $ 14829 $ 30,627 $ 3,479 $ 2212 $ 1306 $ 2120

@
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31

12 31

12 31

12

31

258

56
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2017 2016 2015
$ 36573 $ 36079 $ 36151
$ 23116 $ 22700 $ 20,968
$ 19589 $ 19,768 $ 18,177
$ 1567 $ 1439 $ 1,462
2017 2016 2015
$ 717 $ 682 $ 682
2017 12
2018
19
2017 2016 2015

252 232



2017 12 31

2018
2019
2020
2021
2022
2023

(1) 2017 12 31

2017 12 31
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(1)

147 $
123

80
62
138

olo o o o o o

20

2017 12 31

12 31
2017 2016

$ 2772 % 1,984
$ 435 % 454
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12 3
2017 2016
D $ 6319 $ 7,232
@) $ 141 % 470
(1) 2016 12 31
12 3
2017 2016

$ 4619 $ 5,352
$ 4722  $ 5,465
$ 0 3 0

102%

102%

21
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12 31
2017 2016

$ 77290 $ 77,197
$ 77651 $ 77,760
$ @ % 5

12 31
2017 2016

$ 1609 $ 1371
$ 483 416
$ 14 % 13

20%
2017 2016 12 31
12,892 11,445
2017 2016 12 31
1.82
2017 2016 12 31
1
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2 31
2017 2016

31 51

12 31
2017 2016
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2017 12 31
250
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POB
POB
POB
POB
POB
MyTerm
2016 12 MyTerm
2014 6
NJDOBI
MyTerm

MyTerm
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100%

2017 12 NJDOBI



2016 12

2016 12

(i)

(i)

2017 1

RICO

2017 1

501/705

0]

EDINETOOOO
o o o o {0 e K )
oOoOooodn

MyTerm

(i)

2017 2



2010 9
2011 7
2012 2
9
ERISA
2016 9
2016 12
2017 12
2017 12
2018 1
2017 7

2017 9

ERISA

2012

4

2

406(a)(1)(C)

ERISA

2018 2
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ERISA
2014 8 2014
2015 7
1
2015 8
2016 2
2016 10
2017 2
2
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D.

2012 9
2015 6
0]
(i1)
2015 7 2015 9
2015 11

D.
2012 10
2 2013 4

2013 12
2014 1 2015 6
0]
(i1)
2015 7 2015 9
2015 11
2017 12 27
19
2
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Il PRIAC
2015 12 401(K)
D. I 401(K)
ERISA PRIAC
(i)2015 12 3 6
ERISA (ii)
PRIAC PRIAC
2016 2  PRIAC 2016 9
(i)PRIAC ERISA PRIAC (ii)
PRIAC 2016 10  PRIAC
2017 1 2017 2
2017 8 2017 10
PRIAC
2015 12 401(K)
A PRIAC
FB
(i)
ERISA
(i)
PRIAC
2016 4 (i)
(i)
(iii)
2016 5
PRIAC 2016 6  PRIAC
2016 12 2017
1 2017 3
2017 10 3 2

2017 12
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2006 10
2008 3
2008 3
2008 9
9 2010 2
2008 3
2010 7
2010 8
2013 1
2013 7

2013 9 2015

2
2015 3
2017

6 2017 8

2017 12
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2012 10

2012 10

11

2015 10

@

2013 9

2014 3

0]

(b)

2014 7
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R
1
(i)
2017 9
R
()
(i)
(iii)
R
1
2015
2017 8
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RMBS
2014 6 9 RMBS 6
2200 RMBS 0)
(i)
1939 2014 7 6
2014 11
2014 12
6
PICA BONYM
2015 3 2016 3 BONYM
(i) PSA
(ii)1939
(iii)
PICA
2015 2 2015 9
(i)PSA (ii)
1939
(iii)
2015 11
M PSA
2016 2
2016 8 2016 9
2017 4
2017 6
()
(i) (iii)
(iv)
(v) 2017 7
2017 6
2018 1 0

(i)
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PICA
2015 4 2016 1
(i)PSA (ii)
2016 2 2016 3
FI
PSA
2016 5
2016 7 2016 8
2016 10 @)
(ii) (iii)
2017 1 @)
(i)
2017 2
@) 62
(i)
41 21
(iii) (iv)
2018 1
PICA
2015 1 2015 6
2015 7 2017 1

2018 2
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PICA
2015 2 2015 5
(i)PSA (ii)
2015 6
Fl
PSA 2015 7
2015 8
2015 9
2016 2
(i) (ii)
2016 9 2016 10
2016 11
2018 1
(i) 770
(i) 77 (iii)
2018 1
PICA
2015 4 2016 1
())PSA (ii)
2016 2
2016 3
Fl
PSA 2016 5
2016 7
2016 10
2016 12 Fl
PSA
2017 3
(i) 1939
(i)
2017 5 PGIM
PGIM PGIM
2017 6
2017 10  PGIM

2018 1
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LIBOR
2
2014 5 2
LIBOR 10
LIBOR
2014 6
LIBOR 2014 10 2014 11
2015 8
LIBOR
2015 9
2015 8 LIBOR
(i) 2
(USA)
HSBC HSBC P &Co.
P
LIBOR LIBOR
(ii)
2
LIBOR
LIBOR
LIBOR 2016 5 2 Libor
2016 7
2016 12
2017 1 2017 2 2016
12
2017 7

2017 7
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2012 1

2017

2016

SEC

SSMDF

SSMDF
2012 2
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20
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24.
2017 2016 12 31
2017

1 —

1 —
2016

1 —

1 —
@
2016 2

DAC

25.
2018 2 7

15

@

@

@

€))

0.90
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3
3 3 6 30 30 31

13,670 13441 $ 16313 $ 16,265
11,928 12,833 13,292 15,149
1,372 496 2,241 3,865
3 5 3 100
1,369 491 % 2238 $ 3,765
314 113  $ 519 $ 8.78
3.09 112 $ 509 $ 8.61
14,329 14439 $ 16961 $ 13,050
12,597 13,098 14,646 12,733
1,369 925 1,832 293
33 4 5 9
1,336 921 $ 1827 $ 284
297 206 $ 414 $ 0.65
2.93 204 % 407 $ 0.65

148 153

2018 2 21 2018 3
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2017 12 31
@
$ 22837 $ 26138 $ 26,138
9,366 10,471 10,471
88,062 103,419 103,419
11,965 12,233 12,233
3,491 3,645 3,645
13,134 13,281 13,281
26,169 28,723 28,723
30 31 31
136,805 148,250 148,250
526 589 589
$ 312385 $ 346780 $ 346,780
$ 865 $ 1,130 $ 865
446 478 446
0 0 0
738 822 738
$ 2049 $ 2430 $ 2,049
$ 93 $ 117 $ 117
929 1,428 1,428
3,109 4,612 4,612
16 17 17
$ 4147 $ 6174 $ 6,174
2B $ 22,097 $ 22,097
2 5,752 5,752
(4) 56,045 56,045
11,891 11,891
6,775 6,775
12,308 12,308
$ 433449 $ 469,871
1)
2
©) 4
(4) 55,387

658
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2017 2016 12 31

2017 2016

$ 1 s 1

2017 1,218 2016 1,105 1,250 1,071

2,330 3,215

3,581 4,287

1,665 1,116

1,500 1,836

7,846 6,719

63,241 54,422

529 559

562 384

$ 78924 $ 69323

$ 2205 $ 2585

5,738 4,295

880 535

15,304 15,389

5 0

723 656

24,855 23,460

0.01 10,000,000 0 0

0.01 1,500,000,000 2017 2016 12 31
660,111,339 6 6
24,769 24,606
2017 2016 12 31

237,559,118 230,537,166 (16,284) (15,316)
17,074 14,621

28,504 21,946

54,069 45,863

$ 78924 $ 69323
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2017 2016 2015
$ 2 $ 61 $ 19
(73) (126) (98)

379 353 353
(79) ) 28

319 286 302

126 101 170
1,057 1,106 1,080
1,183 1,207 1,250
(864) (921) (948)
(397) (320) (396)
(467) (601) (552)
8,330 4,969 6,194

$ 783 $ 4368 $ 5642
2,453 2,336 (3,765)

$ 10316 $ 6704 $ 1877
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2017 2016 2015 12 31
2017 2016 2015
$7863 $4368 $5642
(8,330) (4,969) (6,194)
73 126 98
1,975 2,828 4557
) (13) (579
213 (5109  (493)
1) (149) 204 (333)
(€] 1,644 (2,565) 2,698
740 0 0
15973 17,575 13,700
(865)  (1,106) 0
(15,087) (19,111) (13,002)
(1,135) (2,018) (2,545)
1,150 2,755 75
(1,127)  (596) 2,056
61 1 244
(290) ~ (2,500) 528
(1,296) (1,300) (1,117)
(1,250) (2,000) (1,664)
246 426 209
90 742 30 1332
0 (480) (1,319) (2,404)
(310)  (390)  (102)
1,627 1,405 1316
90 (16) 14 8
0 10 3
1) (68) (132 (62)
@ (805) (3256) (2,481)
¢ ) 549  (8,321) 745
1,116 9437 8,692
$1665 $1116 $ 9,437
$1019 $1002 $ 1,048
$ (213) $ (544) $ 46
$ (17) $(4,158) $ 1,453
$ 0 $4142 $1335
$ 104 $ 115 $ 115

(1) ASU 2016-09

2
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1
1999 12 28 2001 12 18
2.
2017 2016 12 31
3.
12 3
(€)) 2017 2016

%) $ 5 $ 65

1 830 470

$ 880 $ 535

2019-2049 2.35%-738% $ 8,709 $ 9,064
2020 3.46%-5.49% 29 508
2042-2068 4.50%-8.88% 6,566 5,817
$ 15304 $ 15,389

(1) 2017 12 31
(2) 2017 2016 12 31 115 0.6
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2017 2016 2015 12 31 1 2 3
2017 12 31
2019 2020 2021 2022 2023
$ 1100 $ 1179 $ 400 $ 0 $ 12625 $ 15304
4,
12 31
2017 2016 2015
$ 0% 1298 $ 0
145 98 102
546 1171 1,818
1,000 900 1,950
467 746 266
950 1,140 450
16 231 46

$ 3124 $ 5584 $ 4,632
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2013
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2015 1 2

770

2016
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2017 12 31 500
2017 12
39
PICA
2017 12 31
2014 12 31 2
NYSE PRU 1
B
2014 12 1
651
484 167
119
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"
2017 12 31

DAC
$ 5130 $ 10797 0 $ 8551 $ 2805 $ 727 $ 368 $ 0 $ 1791
5,405 13,649 25,884 2277 1,933 2,774 382 1,888
10,535 24,446 0 34,435 5,082 2,660 3,142 382 3,679
146 59,330 0 49,269 8,517 4536 11,576 16 1,031
162 4,688 228 8,983 4,748 630 4,347 14 857
308 64,018 228 58,252 13,265 5,166 15,923 30 1,888
0 0 0 0 0 170 0 11 2,239
0 0 0 0 0 170 0 11 2,239
8,214 114,437 78 50,483 16,190 5,005 14,604 1,138 2,838
8,214 114,437 78 50,483 16,190 5,005 14,604 1,138 2,838
(364) 5,240 0 9 331 781 679 (18) 836
PFI 18,693 208,141 306 143,179 34,868 13,782 34,348 1,543 11,530
299 48,870 0 11,421 2,526 2,653 5,359 37 385
$ 18992 $ 257,011 306 $ 154600 $ 37,394 $ 16435 $ 39707 $ 1580 $ 11915
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"
2016 12 31

DAC
$ 4871 $ 10311 0 $ 8601 $ 2721 $ 700 $ 614 $ 462 $ 1,749

5279 12,057 25,021 2,941 1,815 3,414 216 1,929

@ 10,150 22,368 0 33,622 5,662 2515 4,028 678 3,678
132 55,661 0 49,770 7,808 4275 10,958 124 1,031

175 4,710 220 8,858 4,649 610 4,302 6 822

) 307 60,371 220 58,628 12,457 4,885 15,260 130 1,853

0 0 0 0 0 80 0 15 2,005

o) 0 0 0 0 0 80 0 15 2,095

7,208 103,853 77 47,862 15,813 4,759 14,155 1,065 2,677

7,208 103,853 77 47,862 15,813 4,759 14,155 1,065 2677

(340) 4,738 0 11 318 703 618 (48) 1,069

PFI 17,325 191,330 297 140,123 34,250 12,942 34,061 1,840 11,372
336 49,281 0 10,793 2,620 2,578 5357 37 407

$ 17661 $ 240611 297 $ 150916 $ 36870 $ 15520 $ 39418 $ 1877 $ 11,779

@
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2015 12 31
DAC
$ 4915 $ 10486 $ 0 $ 8720 $ 283 $ 5% $ 864 $ 940 $ 1757
4,883 10,102 23,425 2,944 1,679 2,961 133 1,508
@ 9,798 20,588 0 32,145 5,767 2273 3,825 1,073 3,265
133 51,264 1,835 47,113 6,946 4,110 9,301 66 1,034
181 4,745 206 8,569 4,468 573 4,129 6 837
o) 314 56,009 2,041 55,682 11,414 4,683 13,430 72 1,871
0 0 0 0 0 111 0 19 2,076
) 0 0 0 0 0 111 0 19 2,076
6,554 91,357 574 43,828 14,311 4,383 12,809 987 2,396
6,554 91,357 574 43,828 14,311 4,383 12,809 087 2,39
(321) 4,276 0 3 332 726 624 (69) 869
PFI 16,345 172,230 2,615 131,658 31,824 12,176 30,688 2,083 10,477
373 49,539 0 10,704 2,669 2,653 5,630 37 435
$ 16718 $ 221,769 $ 2615 $ 142362 $ 34493 $ 148290 $ 36318 $ 2120 $ 10912

@
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2017 2016 2015 12 31
2017
$3733997 $ 767499 $ 207,083 $ 3,173,581 6.5%
$ 29035 $ 1761 $ 2105 $ 29,379 7.2%
2,762 50 0 2,712 0.0
$ 3L797 $ 1811 $ 2105 $ 32,091 6.6%
2016
$ 3652206 $ 706918 $ 218262 $ 3,163,550 6.9%
$ 27857 % 1719 $ 2073 % 28,211 7.3%
2,797 44 0 2,753 0.0
$ 30654 $ 1763 $ 2073 % 30,964 6.7%
2015
$ 3457,711 $ 642525 $ 235418 $ 3,050,604 7.7%
$ 25346 $ 1573 $ 2147 % 25,920 8.3%
2,650 49 0 2,601 0.0

$ 279% $ 1622 $ 2147 % 28,521 7.5%
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\"/
2017 2016 2015 12 31
2017
$ 106 $ 0 $ 0 $ 0 (S 0 $ 106
163 66 29 45 1 214
$ 269 $ 6 $ 29 $ 45 $ 1 $ 320
2016
$ 112 $ 0 $ 0 $ 7 (DS 1 $ 106
133 68 @) 36 1) 163
$ 245 $ 68 $ (1) $ 43 $ 0 $ 269
2015
$ 119 $ 0 $ 0 $ 7 DS 0 $ 112
277 38 ©) 178 @) 133
$ 3% $ 38 $ (3 $ 185 $ 1 $ 245

@
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Table of Contents
FRUDENTIAL FINANCIAL, INC.
Consolidated Statements of Financial Position
December 31, 2007 and 2016 (in millkons, excepl share amounis)
T T

ASSETS
Fixed matusmtics, available-For-sale. ol far value famonited cost: JO0T - SRS M6 - SHLER1N ) 4 MATRD S 32419
Fixed masantics, beb-to-mananty, o ssortied ost (fr value; 2017 = S2430; 2006~ 52,524%1) 200 BT
Trsding accowsd gsseis sopporieg imsumnce babilities, st fair vabuei 1§ 12087 21 540
Uit trad ing acooun] assets, al [ir vabse(1) 4753 5,764
Ligganty securlios, availlable-for-sabe, s [ir valbes (cosk: 2007 - 54, 147; 200657, 149) wlTe 974K
LCamimereial mongage and other lans (inclodes 5593 and 5519 measurad al {1 value under the fair valas opism as of Decemsber 31, 2017 and 2056,

respacivaly i1 56,045 5T
Palicy lums 1% 10,755
ﬂhhn,p-lnmh‘rmﬂhwluhﬂ,ﬂidﬂ,j!ﬁmdi Ehwﬂhﬂhlhhﬁnquﬁmndﬂwuﬂu}l,!ﬂlednlﬁ,

vespactively 1) 12,308 1283
Shenit-germ inv sl 07T T4
Total mnesmmis HAETI 4240
Cank prul sash eqquivalinds{ 1) 14,490 14,127
Apcried invessmesd incomne( 1) 1S 1.4
Delemed palicy aciquissanm costs [0 17 ikl
Value ol busimess. soqmred 1591 .04
it asasiag 1) 17084 14,780
Hepurnie oo s MG IET Al

TOTAL ASSETS i RKIL9E1 5 TREGMNGZ

LEABILTTIES AND EQUITY
LIABILITIES
Future policy benefit £ OTMT 8 20K
Policyholders' socount balances 148, 1% 145 205
Palicyholders' divadends LR S|
Beguifilicn sold uimlei agivemcsts Lo pepaschasg H 4} T iy
Casb collaiernl fv loaned i A 4338
Incoame taes 000 10412
Shant-term doba R 1,133
Hamig-term debt 17172 1£4041
Oty Tihilities( 1) 16,6149 14,739
Nides issmal by oomsolidated vanable micresd estities (inclskes 1,190 and 31,53 measuced ol faar value wsder the i value oplios as of Deooaber

A1, 2007 and 20040, respectivelvi 1) | 81% N E 1]
Segmrute seomml lahilsie 206,617 T O3
Tistal Hahslifies TTT.577 TAT T4
COMMITMENTS ANDCONTINGENT LIABILITIES (See Nole 13}
EQUITY
Preferred Stock (.00 par value, 10,000,000 shares suthoreed, none baned) 0 a
Commmen ok (5.0 par valug, |, S00EHY I shages sutBswpeed; S60,1 11,339 shares msged as of both Dycember 31, 2007 pd J0160) i é
Avibdezinal prand-in capaal 24,709 24,004
Commen Sock beld i ireasary, o oo (237,559,115 and 230,557, 160 shares s of December 31, 2007 end 2010, respectvely) {16280 (15.316)
Accummalabed nther compred inomme (ks 17.074 14,621
Hetained camings IR 4048 21 046
Total I'nadennal Financial, Inc. equiny S AS B
Mmoot ling miorods s 14
Total equity S 46,05
TOTAL LIARBILITIES AND EQUITY £ MM O THRAMD

—————— e ——— e

{17 Ree Mote § Ga deinils of lalanoes associatal wiih vanable maeres entiiies.

Sare Noves to Ceonsolldated Financial Starements
152
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PRUDENTIAL FINANCIAL, INC.
Comsolidated Statements of Operations
Years Ended December 31, 2007, 2006 and 2015 (in millions, except per share amounis)
T 206 IS
REVENUES
FPranmuze £ 1209 5 WO § I3
Palicy chatpes aml i incons 1300 & Oy 971
Ml imvostmen| mammie I 415 15,520 145829
Asset managernen| and service foes 4,127 5 b iy
bt incomee | loss) (D1 a1 i}
Rocalizod Evesiment gains (losses), net
Ol -Baii-lemgpwaini v i ety on loval matianly soossibes {25%) (267 ELT
it - =Y cegoamiy im e om (il malirily socusisos wansferd e adher omprobsmsisg msome o r o
ey wahmod investmeni grins [ksscs). nel o] A A4 I
Tootaal realneed mvestimesd g {kescs), nct 413 104 AAYs
Tatal rrventies SIRRAT ST ST
BENEFITS AND EXFENSES
Palvholders’ bonefils I1.7TM AR MAIT
Interest credited to podicyhedders” account balances. LY -] 261 1A
Ividkemils o policviedders 3 i bl [ e 4
Amsriisation of delerad policy ogetsition aisis 1550 1477 T 1m
ieneral aml admmsimaine expenscs LS 1774 [P o
Tostall Bezncfits anl capenscs 3,200 s30T A 150
INCOME (LOS5) BEFORE INCOME TAXES AND EQUITY IN EARNINGS OF OPERATING JOINT VENTURES RduT B 6
Totall v i expense (beredil) (1,438 1,418 TaT:
INCOME (LO55) BEFORE EQUITY IN EARNINGS OF OFERATING JOINT VENTURES % (g FEr 4607
ety in enenings of operating jom venuses, ool of lases i 4 15
RET INOOME {LSs) T 419 RTH
Lens: lncome {losa ) atiributable b noncontoling ity 1 51 T

MET INOOME {(LOSS) ATTRIBUTABLE TO FRUBERTIAL FINANCIAL, INC.
EARMINGE PER SHARE
Basic carnkngs per shane-Common Soock:
Met income (beab anipbutahle s Prudetisd Foancisl, e,
Dilluted carnings per share-Cammon Siech;
Ml fricomne (ks alieibiabls b Mrsdostial Frsncal. lne

§ A6l 5 4MH 5 5642

£ I 5 RS- & 123Y

§ a5 5 9T & 1217
s Ee——rs

Thvvnikemils dechared per shisre of Commisn Siock g 10§ T ik
i —  ——— ——

Nee Nutes Jo Conselidated Fimamcial Statemeniy
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T Ll s
NET INCOME (LOSS)

§ 794 5 4419 5 5712
Oither comprebensive income (loss), before tax

Foreign currency iranslanon adjustmenis for the penod

751 256 [287)
Met unrealized investment gains (losses) 7 397 1683 {5.486)
Defined benefit pension and postretirement unrecognized periodic benefit (cost) 7 {254) (264}
Total 3219 1,685 {603T)
Less: Income tax expense (benefit) related 1o other comprehensive moeonse (boss) 754 1,305 (2,213
Other comprehensive incorme {(loss), net of mxes * A%5 2380 {3.,524)
Comprehensive income (loss) 10,405 6.7 1888
Less: Comprehensive income (loss) attnbutable w noncemrolling interests 9% 05 11

Comprehensive income (loss) attribatable to Prodential Financial, Ine. $ 10316 § 6704 S 187
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PRUDENTIAL FINANCIAL, INC.
Consolidated Statements of Cash Flows
Years Ended December 31, 2007, 2016 and 2015 {in millions)

iy s ;s
CASH FLOWSE FROM DPERATING ACTIVITIES

Nel inonme {koss) § TO9A % 4419 5 ET12
Adgustmests i rromhoile nel e o {keis] &0 not cash provided by operalmyg activibe:
Mealwed investment (gains) losses, ne [TLH] {2y {435y
Policy charpes and e incoene {2476 {1507} [LE.51]
Tniered erabiiod by podicvholders” aocouni balances 1H22 1,711 149
Thepueeiatmniy sl szt e 111 1
{Cimiina) s oo trmiling peooint essets supponing issesnee lidhilities, el iR 17 34
Charge m:
Dl palicy sasquisitim costs 1,240 P [REE)]
Futiire polscy benefis and othe o liabikiti | et 2300
lnn._-u-e.mm AL (AL LT
Dennalives, nei (L2083 I [T 1365
(b, meti 1) [INERS] (A} {37}
Canh Dows Prom desed Is) operating aciiviiied 1) 13,445 14,815 13,542
CASH FLOWS FROM INVESTING ACTIVITIES
Troceeds from the sabe'matsniy prepaymest of
Timecd matumsties, available-forsale LEL L] 42711 AT L0
Vized maturitio, held: s mmiurily 154 T %
Tendrn s sy W Bmbal ol colher |Fackmg socoisil asscls a7 139 14303
Faguty sarurities, availible- for-sale 4,550 35z 4 57T
Commercial morigage and oiher koans 17 342 R
Palicy losns 2.4m an i
THBct hng-lefm mngsimenis 1 ANT i, ka% 1276
Shart e imves imsenis 10325 A3 0 TT.O2H
Tavmienis [or the prmehese o gim o of:
Fized maturdics, available-Tfoc-salo BRAET) {0 14T} (AT B}
Temdinp scomen sl seppuainng tsirancs bafdilics sl cthor ity acansil aocls (41T {50 FRER ]
Fopsity sevurilics, svailablefor-sale {ZRTS) [REEAT [EREaTY
Caomnmervial morigage and idhor kuns IRASTY [ERELT] AT
Paolicy lsms LR ] (L] (1182}
CHlur Hing-letm s simenis {1, 78m {1,530 (Losy
S ferm imvesimeenis (2R3 {43370 AT
Acipuisitinns, net of cesh aoguincd By {537 1]
Therivatives, et LT 1 L5
e, et {714 §237) 1]

Cash Moy from (uned i) investing sctivigie

(119343 21551 {7,746}
CASH FLIWE FROM FINANCING ACTIVITIES

Iolicyholders scommm deposits s 62 T2 D106
Iobeyholders' acooumi wilhdrawals {25,647 24,143 (20,)
Nel chanige in séviiribes sikd ender agroenienls s frpisichass st cank collateral for lnshod seciries His LT {237y
Ui dividends pand cs Common Sieck i1 2 i LTy
et change i financing ammngements (maturmies S dos or less) £y 97 5
Unmmeon Siock acquired {1,240 42 Ny [LE T RTY
Ulea H stk peipuired ] (1 (]
Comumea Stock relasusd o exencee of slock aptions M6 26 N
I'rocecds from the 1ssuance of debil {mamnitics longer than '™ daysy 1225 2742 LN [
Repayments of debt {matiirities longer tham W days ) (143 12,150 4937
Fxcewo ian benelis (rom shanc-hasal parymest amngements i 21 is
Oy, ety | ) i L] {268}

Cash s T (e i) finamcimg setiitiesi 1} {1358 1200 {3,571}
[:fBect of loreign exchamge mie changes on cash balasces 11 S0 ]
NET INCREASE (DECREASE) 1IN CASH AND CASH EQUIVALENTS 8 {3,455 2
CASH AND CASI EQUIVALENTS, BEGINNING OF YEAR 14,137 17512 1401
CASH AND CASH EQUIVALENTS, END OF YEAR § 14400 5 MEIXT 0§ m-F
e ——————————
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PRUDENTLAL FINANCIAL, INC.

Consolidated Statements of Cash Flows
Years Ended December 31, 2007, 2016 and 2015 {in millions)

2T 016 WS

SUPPLEMENT AL CASH FLOW INFORMATION
Inceame xes panl, net of refiinds
Inferest papd

3 (1.2 B w5 1LE
L2 8 124F 8§ 19

NON-CASH TRANSACTIONS DURING THE YEAR
I'reanisry S8k shares msned for stock-hissed: com pesratyom programs
Sigmeficand Pension Bk Trmsfir transactions
Aty rocerved, excluding cash and cash oquvalonts
Laabilities assumed
Mol cash pecemvied

£ 1T % XN 5 1Ml
6155 5.001 1739

Acquisitions:

Asaets moquired, exe b cach and cask equivalots

Liahulites assumed e a A

Mot wash pawd om segmsitiom

(11 euw fiesinld amaiinis bave Bevs soeflasaliod b gom oem o cufenl peiced feescatalnm

See Notes to Comselidated Fimancial Statements
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PRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Finnocial Statements

1. BUSINESS AND BASIS OF PRESENTATION

Prudennal Finangial, Inc, {“Prudential Financinl™) and ies subsidiaries (gollecnively, “Prudential” or the “Company™) provade n wide range of
insurance, invesiment management, and cther financial products and services to both individual and institational customers throughout the United
Seates and in many other countries. Principal products and services provided include Life msumnce, annuities, retirement-related services, mutual
funds and investment management.

Dyring the fourth quarter of 2007, the Company miroduced @ new orgameational structure for its US, businesses that reflects its fogus on
leveragmg s mix of businesses and s dipaal and customer engagement capabilities o expand its value proposttion for the beselit of cusiomers
and stakeholders. This new organizanonal ssmucture retsins the Company’s segments but realigns them under new divistons, Under the new
structure, the Company’s principal aperations are comprised of five divisions, which together encompass seven segments, and its Corporate and
Other operations. The LS. Individual Solutions division consists of the Individual Annumies and Individual Life segments. The LS. Workplace
Solutions division consists of the Retrement and Group Insurance segments. The Investment Management division is comprised of the Investment
Management segment (formesly named the Asset Management sepment). The Intemotional Insurance division conbnues to considt of the
Imemational Insurance segment, and the Closed Block division continues 1o consist of the Closed Block segment. The Closed Block division 15
asvcounted for as o divested bosiness that is reported separately from the divested busoesses that are included in the Company's Carpoeste and
Other operations. The Company's Corpesate and Other operations continue o include corporate items and initiatives that are not allocated to
business sepmems and businesses that have been or will be divested, excluding the Closed Block divigion. There are no changes 1o the Company s
reparting segments nes to its measure of segment profitability as a result of the new organizational structure.

Raxis of Presenifution

The Company's Comsehidated Fusancial Statements include the accounts of Prodential Financial, entrnes over which the Company exercises
control, meluding majonty-ovmed subsidianes and mvonty-owned entities such as Hmited parnerships m which the Company 1= the penernl
parner, and variable interest entities (“VIES™) in which the Company is considered the primary beneficiary, See Mote 5 for more information on
the Company s consolidated vannble inerest entities. The Company's Consolidated Financial Statements have been prepared in accordance with
accounting principles penerally pccepted i the United Siates of America ("US. GAAPY), Inercompany balances and transactions have been

chiminated.

The Company”s Gibralar Life Insurance Company, Lid. ("Gibralar Life”) consolidated operaions use a November 30 fscal yvear end for
purposes of mclusion in the Company s Consolidated Financial Statements. The Company ‘s consolidated balance sheet data as of December 31,
2017 and 2016, wnclide e ety and liabilities of Gibsaliar Lile as of Movember 30 for each iespeciive vear, The Company's consohdaled
income statement data for the vears ended December 31, 2017, 2006 and 2015, inchude Gibraliar Life"s results of operations for the twelve months
ended November 30 for each respective vear. Beginming in 2018, the Company intends to elimite this onc-momth reporting lag, which s not
expected 1o have a matenal impact on the Company’s Consolidated Financial Statements.

Use of Extimaies

The preparation ol [nancial statements in conformuty with US, GAAP requires management to make estirmates and assumptions that aflect
the reported amounts of assets and liabilines and disclosure of contmpgent xssets and linbilives as of the dmte of the financinl statements and the
reponed amomnts of revenues and expenses duning the reporing pernod. Actal resulis could differ from those estimates

The most significant estimates inchede those used v determining deferred policy acquisition costs (“DACT) and related amortization: value
of busimess acquired ("VOBAT) and its amortizatnon, amorizaton of deferred sales inducements (“DAI7); measurement of goodwill and any
reloted impairment; valuation of investments including denvatives and the recogmition of other-than-temporary mparments (SOTTI7) future
pelicy benefits meluding guarantees; pension and other postretirement benefits, provision for income taxes and valuation of deferred s asseis:
and accruals for contingent hatilites, mcludimg estimates for losses in connection with unresolved legal and regulatory matters.

hur of Perdod Adfnstments

As previously disclosed in s Annual Repom on Form 10-K for the vear ended Decermber 31, 2006, during 2016, the Company recorded out
of period adpsstments that resulied 1n an nggregate net decrense of 5134 million 1o “Income (loss) before meome taxes and equity in eamings of
operating joant ventures™ for the yvear ended Decermber 31, 2006, Such adjustmentis primanily
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FRUDENTIAL FINANCIAL, INC.
Notes o Consolidated Finaneinl Statements—{ Continoed )

consisted of a charge of 5141 million to increase reserves, net of a related increase in DAC, for cerain universal life products within the Individual
Life business. Management evaluated the adjustments, both individually and m the aggregate, and concluded that they were net material 1o any
previously reported guanerly or annual lmancial statements. For additional information on the impact of these adjwsiments o the Company”s
operating segments, see Noge 22

Reclossiffeations

Certwin amounts in prior years have been reclassified to conform to the current year presentation.

2. SIGNIFICANT ACCOUNTING POLICIES AND PRONOUNCEMENTS

ASSETS

Fived mutierities, ovallohle-for-sale and Fived mutierities, held-to-nraturity are compriscd of bonds, notes and redeemable preferred stock
Fixed maturites classified as “available-for-sale™ are camied at fr value. See Note 20 for additional information regarding the determination of
fair valwe. The associated unrealized gains and losses, net of tax, and the effect on DAC, VOBA, D51, future policy benefits, policvholders”
aceount balances and pobicyholders” dividends that would result from the realizason of unrealized guims and losses. are included m “Accumulated
other comprehensive income (loss)™ (“AOCET), Fixed marurities that the Company has both the positive intend and abality 10 hold 1o matunty are
curmeed at amoriized cost and classified as “held-to-matunty.” The purchased cost of fixed matuntics 15 adjusted for amortization of premiuns and
accretion of discoumnts 1o matunty o, if applicable, call date.

Interest ncome, and amortization of premium and accretion of discount are included in “MNei investment mcome™ under the effective yield
method. Additionally, prepayment premiums are also included i “MNet investment imcome.” For mongage-backed and asset-backed securines, the
effective wield 15 based on estimated cash flows, mclhwding mierest mte wnd prepoyvment sssumptions based on data from widely secepted
thard-party data sources or imtemal estimates. In addinen (o interest rate and prepayment assumptions, cash fow estinates also vary based on other
asswmgions reparding the underlying collateral, incloding default mtes and changes in value. These assumptions can significantly impact incoms
recopnition and the amount of OTTI recopgnized in camings and other comprehensive income. For kigh credit quality mongage-backed and
asset-backed securinies (those rated AA or above), cash flows are provided quarterly, and the amortized coss and effective vield of the secunities
are adjusted as necessary 1o reflect histonical prepayment experience and changes in estimated future prepaymenis. The adjustmients o amomized
cost ane recorded as a charge or credit o “Net mvestment ncome” o accordance with the retrospective method. For mongage-bocked and
asser-backed securities rated below AA, or those for which an OTT] has been recorded. the elfective vield is adjusted prospectively For any
changes i estimated cash fows, See the discussion below on realized investment gains s bosses for a description of the accounting for
impairments.

Trading acconnt assers supparting insurance Habilities, at foir valwe includes invested assets thot consist of fived mamrites, equity
securities, and chort-term investments and cash equivalents, that support certain products included in the Retirement and Intermational Insusance
segments which are experience-rated, meaning that the investment results associnted with these products are expected to ultimately accroe to
contractholders. Realized and unrealieed gains and Bosses for these mvestments are reported in “Other income.” Imeresd and dividend income from
these iInvestments is reported m “Net investment income.”

Mirer frading aecoant e, af fair vafee consiss of fixed maturities, cermn dernatives and equity securities, including seed money that
the Company invests i investment funds and cenain perpetual preferred stock. Realized and unrealized pains and losses on these investments are
repanted 10 “Other weome,” and interest and dividend income from these investmens are reported i “Net investment income.” The fixed
maturities are primarily related io asseis associated with consolidated variahle interest entities for which the Company 1s the invesmment manager
and the realized ansd wnrealized gam and loss actinity s generally offser by chonges i the comesponding hability, See also * Nots ssvied by
conzalidated variahle imerest entities ” below. The denvatives ane primarily associated with the Company’s derivative operations used to mannge
interest rate, foreign currency, credin and equity exposures and are not reporied with other derivatives in “Onher long-term investmems” primanly
due 1o their shor-term noture. The perpetual preferred siock represents certain financial instruments that contin an embedded derivamve where the
Company elects to classify the entire instrument as a tradmg sccount asset rather than bifurcate the dernative from the host contract. See
“Dherivative Fimarcial vorumenss ™ below for additienal information reganding the accounting for derivatives.
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FRUDENTIAL FINANCIAL, INC.
Notes o Consolidated Financial Statements—{ Continued )

Egnity securities avaeilable-for-sale, af fair vafue s comprised of common swock, mutual fund shares and non-redeemable prefemed stock,
and are carned o fair valee. The associated wnrcalized goins and bosses, net of @x, and the effiect on DAC, VOBA, DS1, futire policy benefits,
policyholders” account balances and policyholders” dividends thar would result from the realization of unrealized gains and losses, are included in
ADCL The cost of equity securities is written down o fuir value when o dechine in value is considered to be other-than-temporry, See the
discussion below on realized mvestment gans amnd losses fior a description of the accounting for impamments, Dividends from these investments
are generally recogmead in “Net mvestiment income” om the ex-divaidend date

Comnerctal moripage and acher lvans consists of commercial morgage loans, agriculiural propenty loans, loans backed by residentinl
properties, a5 well a5 certain other collateralized and wncollateralized laans. Loans backed by residentil properties primanly melude recourse
loans held by the Company’s intematsonal insurance businesses. Uncollateralized loans pnimanly represent reverse dual cumency loans and
corporate loeans held by the Company’'s mfemational msurance businesses,

Commercinl mongage and other loans oniginated and held for investment are generally carmied ot unpaid principal balance, net of
unamortized deferred loan erigimation fees and expenses, and net of an allowoance for losses. The Company carries certaim commercinl morignge
loans oryginated within the Company”s commercial moneage opertons at fur value where the far value option has been elected. Loans held for
sale where the Company has not elected the fair value option are camed ot the lower of cost or fuir valse. Commercinl mortgage and other loans
acquired, including those related o the acquisition of a business, ane recosded at fair value when purchased, reflecting any promiums or discounts
1o unpaid principal balances. Interest meome, and the amortization of the related premivms or discounts, are meloded in “Net investment income™
under the effective vield meithod. Prepavment fees are also included in “Net mvestment income,”

Impamed loans include those loans for which it 15 probable that amounts due will not all be collected according to the contractual terms of
the loan agreement. The Company defines “'past due” as principal or iverest not collected at least 30 days past the scheduled contractual due daie.
Interest received on loans that are past due, including impaired and non-impaired loans as well as loans that were previously modified in a woubled
debit reutmichenig, is either applied apainst the principal of feported at Aet investment income basad o the Company’s ataescinent as to the
collectability of the princrpal. See Note 4 for additional information about the Company’s past due loans,

The Congpaiy discoitinues necruiig inlerest on loains after the loans becoime M davs delinguenit as o prncipal of interest payinents, of
earlier when the Company has dowbis abowt collectabality. When the Company discontinoes accruimg intercst on a loan, any accrued bt
uncollecuble imerest on the loan and other loans backed by the sume collmteral, if any, is charged 1o imeress income in the same period, Generally,
a loan is restored 1o acerual status enly after all delinquent interest snd principal are brought current and, in the case of loans where te payment of
interest has been imermupted for o substantial pernod, or the loan has been modified, a regular payment performance has been established,

The Campany reviews the performance and credit quality of the commercial mengoge and ether loan portfolio on an en-going basis. Loans
are placed on waich hisr stotus based on o predefined set of cntena and are assigned one of two categories, Loans are clasuified as “closely
monitored” when it is determined that there s a collateral deficsency or other eredit events that may lead 1o a potental loss of principal or interest.
Loans “not m good standing” are those lowes where the Company lias concluded that there 15 a high probatality of loss of prncipal, such as when
ithe loan is delinguent or in ihe process of foreclosure. As deseribed below, m determining ihe allowance for losses, the Company evaluaies cach
loams on the watch list 1o determineg if i1t 1 probable that amounts due will nog be collected according to the contractual terms of the loan agreement
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Loan-to-value and debt servece coverage ratios are measures commonly used to assess the quality of commercial morigage loans. The
loan-to-value matio compares the amount of the loan to the fair value of the underlying propenty collateralizing the loan, and s commonly
cxpressed as a percentape. Loan-to-value mtios greater than 100%% indicate that the loan amount exceeds the collateral value. A loan-to-value ratio
less than 100% indicates an excess of collateral value over the loan amount. The debe service coverage miio compares & property’s net operating
ncome 1o its dett service pavments. Debt service coverage matios less than 1.0 tmes indicate that property operations do not generate enough
i 16 cover the ban's current deld pavinens. A debt service coverage ratio greater than 1.0 tmies mdicites an excess of nel operatiing incone
over the detdt service payments. The values utilized in calculating these ratios are developed as pan of the Company’s pericdic review of the
commercial mortpage loan and agricultural property laan portfolios, which includes an internal apprasal of the underlying eollateral value, The
Company’s periodic review also incledes a quality re-rating process, whereby the internal quality mting onginally assigned ar underwniting is
updated based on current loan, property and market information wang o proprietny gquality rating svstem. The loan-to-value ratio 15 the most
significant of several mputs used 1o establish the internal credit rating of a lean which in twm drives the allowance for losses. Other key factors
considered i determaning the mtermal credil rnng include debt service coverage mabios, amoriestion, lean term, and estimated market value
prowih mte and volatility for the propenty type and region. See Note 4 for additional informaiion related io the loan-to-value ratios and debi service
coverage ratios related 1o the Company”s commercinl mongage and agniculmral loan ponfialios.

Loans backed by ressdential propenies and umcollateralized loans are also reviewed penodically. Each loan 15 assigned an imternal or
extermal credil mtmy, Internal credit mtangs take mto conswdematon vanows fktors ocluding fmncial mtos and qualitaive assessanents based on
non-financial information. In cases where there are personal or third-party guarantors, the credit quality of the guaranior is also reviewed. These
factors pre used i developmg the allowance for losses. Based on the diversaty of the loans in these catepories and thewr immateniahity, the
Company has not disclosed the eredit quality mdicators related to these loans in Note 4.

For those loans not reported mt Bor value, the allowanee for losses weludes a loan speaific reserve for each impaired loan that has a
specifically identified loss and a ponfolio reserve for probable incurred but not specifically idemified losses. For impaired commercial mongage
and other loans, the allowances for losses are determined based on the present value of expected future cash flows discounted ae the loan’s
effective interest rate, or based upon the fair value of the collateral if the loan is collaeral dependent. The porfolio reserves for probable incurred
but not specifically identified losses m the commercan] mortgage and agniculiural loan porifolios consider the cumrent credit composition of the
portfolic based on an internal quality rating, as descnbed above. The porfolie reserves are determined using past loan experience, including
lastorcal credin migration, loss probabality and loss severity factors by property type, These factors are reviewed and updated as appropriate,

The allowance for losses on commercial mongage and other loans can increase or decrease from penod 10 period based on the faceors noted
above. “Realized invesimeni gains {losses), net” meludes changes m the allowanee for losses mnd changes m value for leans sccounted for under
the farr value option. “Realired investment gains (losses), net™ also includes gains and losses on sales, cenan restructunngs, and foreclosures,

When a commercinl morigage or ather boan s deemed o0 be uncollectible, oy specific valuation allowance associaied with the loan s
reversed and a direct write-down of the carrying amount of the loan is made. The carrving amount of the loan is not adjusted for subsequent
recoveries i value.

Commercnl morgage and ether loans are occanionally restructured o troubled debt restructunng. These restructunmgs generally nglude
one or more of the following: full or partial pavedfs cutside of the oniginal comract tenns; changes o inlerest rales, extensions of maturity; or
additions or modhfications 1o covenants, Additionally, the Company may accept assets m full or partial satisfaction of the debt as part of a troubled
debt restructunimg. When restructunings occur, they are evaluated imdividually to determine whether the restructuring or modificanion constitutes a
“troubled debe ressructenng™ as defined by authoritative sccounting gusdance. [ the borrower is expenencing financial difficulty and the Company
has granted a comcession, the restructuring, mcluding those that mvelve a partal payofT or the receipt of assets m full sansfacton of the debs is
deemed 1o be a troubled debt restructuring. Based on the Company's credit review process described above, these loans generally would lave been
decmed impaired prior to the woubled debt restructaring, and specific allowances for losses would have been established prior o the determinntion
that & troubled debe festructiring has occurred
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In a troubled debt restructuring where the Company receives assets in full satisfaction of the debt, any specific valuanion allowance 1s
reversed pnd a direct write-down of the loan 15 recorded for the amount of the allowance, and any addinenal loss, net of recovenes, or any gain s
recorded for the difference between the Far value of the assets received and the recorded investment in the loan. When assets are received in
parteal settlement, the same process 15 followed, snd the rermming loan is evaluated prospectvely for mmpairment based on the credit review
process noted above. When a loan is restructured in o troubled debt restructuring, the mmpairment of the loan is remeasured using the medified
terins and the loan's ofiginal effective vield, and the allowance for loss is adjusted sccordingly. Subsequent to the modification, meeme is
recognized prospectively based on the modified terms of the loans in accordance wath the income recognition policy noted above. Addinomally, the
loam continues to be subject to the credit review process noted above,

In situations where a loan has been restructured in a troubled debt restructunmg and the loan has subsequently defaulted, thas factor 15
considered when evalunting the loan for o specific allowance for losses i accordance with the credit review process noted above,

See Mote 4 for addiional information about commercial morgage and other loans that have been restructured in a troubled debe
restructuring.

Poticy foans represent funds loaned 1o policvholders up 1o the cash surrender value of the assocated nsurance policies wmd are carmesd at the
unpaid principal balances due to the Company from the policvholders. Interest income on policy loans is recognized in “Net investment income” at
the comtract mlerest rale when eamed. Policy loans are fully collateralized by the cash surrender value of the assocued msurance policies,

(hler fong-term investnenis consists of the Company™s non-coupon investments i joint ventures and limited panmnerships, other than
operating joit ventures, as well as wholly-owned investment real estate and other investments, Joint venture and partnership interests arg
accounted for using the equity method of accounting, the cost methad when the Company’s parnership imerest is so minor | generally less than
3%} that it exercises vimally no influence over operatng and financial policies. or the fair value option where eleciad. The Company’s income
from invesmmenis in jomt venmures and parmerships accounted for using the equity method or the cost method, other than the Company s
wnvesimenls m operatmg jont ventures, 15 incleded m "Net invesiment income.” The carrying value of these investments 15 written down, or
impaired, o fair value when a decline v value 15 considered o be other-than-temporary. In applying the equilty method or the cost method
{including assessment for OTTL), the Compainy uses financial information provided by the mvestee, generally on a one 1o three month lag, For the
investments for which the Company has ¢lected the fair value option, the associated realized and unrealized gains and losses are reparted in “Chher
ingome,” The Company consolidates joim ventures and limited partseeships in certain edher metances where it s deemed 10 exercise contral, or 18
considered the primary beneficiary of a vanable inberest entity. See Note 5 for additional imformation about VIEs.

The Company's whellv-owned investment real estate consists of real estate which the Company hus the intent s hold for the productson of
incomse as well as real estate held for sale. Real estale which the Company has the iment 1o hold for the production of mcome 15 carmied at
deprecinted cost less any wrte=downs 10 fur valee for impairmient losses and = reviewed for ioypmmment whengver events or circumsiances
indicate that the carrying value may not be recoverable. Real estate held for sale is camied ot the lbower of depreciated cost or fair value less
estimmted selling costs and is not further depreciated once classified as such, An impairment loss is recognized when the carrying value of the
invesment real estate exceeds the estmated undiscounted funire cash flows (excluding interest charges) from the investment. At that time, the
carmying value of the mvestment real estate is written down o fur value, Decreases in the camrying value of mvestment real estnte held for the
production of income due to OTT1 are recorded in “Realized mvestment gains (losses), net.” Deprecianon on real estate held for the production of
ngeme 15 compuled unng the strmght-ling method over the estmated useful lives of the properties and 13 included m “Net mvestment mwome.”

Shorf-term investmrernts primanly consist of highly liquid debt instruments with a maturity of rwelve months or less and greater than thiree
manths when purchased, other than those debt instruments meeting this defimnon that are mcluded in “Trading acoount asscts supporting
insurance liabilities, at fair value.” These invesments are generally camried ar fair value and include cemain money marker investments, funds
managed similar to regulated money market funds, short-term debs secumnes issued by govermment-sponsored ennties and other aghly liquid debe
InSIrments.
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Realized investmem gains (losses) are computed using the specific identification method with the exception of some of the Company s
Intermanional Insusance businesses” portfolios, where the average cost method is wsed. Realized invesiment gams and losses are generated from
numerous sources, inchading the sales of fMxed marity securities, equity securilies, investmems i joint venlures and linited parinerships and
other types of investments, as well as adjusements 10 the cost basis of investments for net OTT] recogmized i eamings. Realieed investment grins
and losses also reflect changes in the allowance for losses on commerncial momgoge and other loans, fair value changes on commercinl morgage
Toans earmied at fur value, and fiir value changes on embedded dervatves and free-standing denvatives that do not qualify for hedpe secounting
tregiment. See  “Derfvative Finarcia! Instruments " below for addittonnl information regarding the accoantimg for denvagives.

The Company's available-for-sale sind beld-lo-matunty secunitres with unrealeesd losses are reviewed quarierly to identify OTT1 10 value, In
evaluating whether a decline m value 15 other-than-temporary, the Company considers several factors including, but not Limated to the fellowing:
(1) the extent and the durntion of the decline; (2) the rensons for the dechine i wvalue (eredit event, currency or interest-rate related, including
wgeneral credit spread wadening); and (3) the financial condition of and near-term prospects of the issuer. With regard to available-for-sale equity
securines, the Company also considers the ability and iment to hold the investment for o penod of time to allow for a recovery of value, When it 15
determined that 4 dechine in value of an equity security is ether-than-temporary, the carrying value of the equity secunity is reduced 10 its fair
valwe, with a comesponding charge to eamings.

An OTTI is recognired in eamings for a debt secunity in an unrealized loss position when either [ 1) the Comgpany has the intent to sell the
debt secunity or (23 1t 15 more likely than not the Company will be regquired 10 sell the debt seournity before its amticipated recowvery. For all debt
sacurities in unrealized loss positions that do not meet either of these two cnitenia, the Company analyvees its ability to recover the amorzed cost
by companny the net present value of projected future cash flows with the amorzed cost of the secunty, The net present value 15 calouloed by
discounting the Company’s best estimate of projected future cash flows at the effectve interest rate wimplicit in the debt secunty prior to
mpmrment, The Company may use the estimated fur value of collateral as a proxy for the nel present value 1 1 believes that the secunty 15
dependent on the liquidatson of collateral for recovery of its investment. I the net present value 18 less than the amortized cost of the invesiment,
an OTT1 is recognized. In addinon o the above mentioned circumstances, the Company also recognizes an OTT1 i eamings when a
non-functional curmency denominated security in an unrealized loss position due 1o currency exchanpe mates is not expected o recover in value
before maturnity

When an OTTI of a debt secuniy has occurred, the amount of the OTTI recognized i earmmps depends on whether the Company intends o
sell the security or mose likely than not wall be required 1o sell the security before recovery of s amartized cost basis. I the debe secunity meets
either of these two eriteria or the unrealized losses due o changes in foreien currency exchange rates are nod expected o be recovered before
maturity, the OTTI recognized m carmings 15 cqual to the entire difference between the secunty’s amorized cost hasis and its fair value at the
impairment measurement date. For OTT] of debt securities that do not meet these critena, the net amount recognized in earmings is equal 1o the
difference berween the nmortized cost of the debt security and s net present value caleulsted as described above, Anv difference between the fair
value and the pet present value of the debr security at the mpairment measurement date is recorded i “Other comprehensive income (loss).”
Unrealized pains or losses on secunties for which an OTTI has been recognized in earmngs s trocked as 2 separate component of AQCH

The split berween the gmount of an OTTI recopnzed in other comprehensive meame (loss) and the net amount recognesd in earmings for
debt secunties is dnven principally by assumptions regarding the amount and tming of projected cash flows. For mortpoge-backed and
asser-backed secunities, cash Mow estimates consider the payment terms of the underlying assers backing a paricular securny, inchuding interest
rate s prepayment assumpiions based on data from widely sccepted third-party dota sources or mtemal estimates. In addition o imterest rate and
prepayment assumptions, cash flow estimates also mclude other assumptions regarding the underlying collaeral incheding default rates and
regovenies, which vary bused on the asset tvpe and geographic location, as well as the vintage vear of the secunty, For stractured secunities, the
pavment priority within the tranche structure is also considered. For all other debt securities, cash flow estimaies are driven by assumptions
regardhing probability of default and estimates regarding timing and amount of recovenies associated with a default. The Company has developed
these estimates using information based on its historical experience as well as using market ohservable data, such as industry analyst repons and
forecasts, sector credin ratings and other data relevant o the collectability of a secunity, such as the general payment terms of the security and the
sacurity's position within the capital strucnere of the issuer.

The new cost basis of an smpaired security is not adjusted for subsequent increases i estimated fur value. In peniods subsequent 1o the
recognition of an OTTL the impaired security is accounted for as il it had been purchased on the measurement date of the imparment. For debt
securities, the discount (or reduced premium} based on the new cost basis may be accreted o net investment ncome in futare periods, including
increases i cash flow on o prospective basis. In cenain cases where there are decreased cash flow expectations, the secunty is reviewed for further
cash flow impairments.
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Unrealized investment gains and hosses are also considered in determiming cenain other balances, including DAC, VOBA, DSI, certain
future policy benefis, policybolders’ accoun balances, policyholders” dividends and defened 1ax assets or habilines. These balances are adjusted,
as applicable, for the impact of unrealized gains or losses oo investments as if these gains or losses had been realized, with corespending credits
or charges included in ADCL Each of these balances 15 discissed i greater demil below,

Cush wurd cash equivilenis include cash on hand, amounts due from banks, certain money market mvestments, funds managed similar 1o
regmlated money market funds, and other debt instruments with masurities of three months or bess when purchased, other than cash equivalems that
are included in “Trading account assets supporting insurance liabilities, at fair value”

Avceried investurent fnconre primarily includes accruals of interest and dividend income from investments that have been carned but not vet
recenved.

Dieferred policy acquisition costs are costs related directly 1o the successful acquisition of new and renewal insurance and anmuity business
that have been deferred w 1he extemt such costs are deemsed recoverable from Tulure profits. Sauch DAC primanly wcludes commissions, costs of
policy issuance and underwniting, and ceriain other expenses that are directly related fo successfully nepotinted contracts. In each reporting period,
capitalized DAC 15 amortized to “Amomizanon of DAC” net of the acerual of imputed mterest on DAC balances, DAC 15 subject to perwsdic
recoverabiliey testng. DAC, for applicable products, is adjusted for the impact of unrealized gnins or losses on investments ns if these gnins or
losses had been realized, with comesponding credits or churges included in AQCI

For iraditional participating life insurance which are included in the Closed Block, DAC = amonized over the expected life of the contracts
n propormion o gross marging based on lstoncal and anticrpated future expenence, which = evaluated regularly. The effect of changes in
estimated pross margins on unamortized DAC is reflected in the period such estimated gross marging are revised on a retrospective basis. DAC
related to non-paricipating traditional indivedual life insurance and bongevity reimsrance contracts is amortized in proportion to gross premiums.

DAC related 1o universal and variable life products and fixed and variable deferred annuity products are penerally defermed and amorized
over the expected life of the contracts m proporiion to gross profits ansing poncipally from mvestment margins, mortality and expense murgins,
and surrender charpes, based on histonical and anticipated future experience, which s updated periodically. The Company uses a reversion to the
mean approach for equities to denve funere equity retum assumptions, However, of the projected equity retum enloulated wsing this approach is
greater than the maximum equity retem assumption, the maximom equity retum is wilized. Gross profits also inchede impacts from the embedded
denvatives associated with certain of the optsonal living benefit features of the Compuany's varmable ommuity confracts and related hedgmg
activities, Toml gross profits mclude both actual gross profits and estimates of gross profits for future peniods. The Company regularly evaluates
and adjusts DAC balances with o cormrespanding charge or credit 1o current periosd enmungs, representing a cumuolative adjustment w all prior
periods” amortization, for the impact of actual pross profits and changes in the Company’s projections of cstimated fumre gross profits.
Adjusiments 10 DAC batances include: (i) anmal review of assumptions thar reflect the comprebensive review of the assumptions wsed in
estimating pross profits for fure periods, (i) quarterly adjustments for curremt period experience (also referred 1o as “expenience true-up™
adpestmentsh that reflect the ympact of differences between actual gross profits for a given penod and e previously estmated expected gross
profits fior that period, and (1) quarterly adjusiments for market performance (also refiarred 1o as “expenence unlocking™) thai reflect the impact of
changes 1o the Company s estimate of wotal gross profils o reflect asctund fund performance and market condibons.

For group annuity contraces (other than single premium group annuities), acquisition cosis are generally deferred and amoriized over the
expected life of the comtracts i propormon to gross profits, For group corporate-, bank- and trust-owned life msurance contracts, scquismon costs
are generally deferred and amortized in propomion o lives msured. For single premium immediate annuities with life contingencies, single
PrEmEm group anmuties, ingludng non-pariicipating group annuty contracts, and single premmen stnuctured settlements with hife contimgencies,
all acquistiion costs are clarged (o expense immediately because generally all premiums are received at the inception of the contract, For funding
aprecment nobes contracts. single premium structured settlement contracts without life coniingencies, and single premivm immediate annuitics
without life contingencies, acquisition expenses are deferred and amonized over the expected life of the contracts wxing the imerest method. For
other group life and disabality meurance contrmcts and guamnieed investment contracts, acquisiteon costs are expensed as incurmed
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For some products, policylsolders can elect 1o modily product benefits, features, nghts or coverages by exchanging a comract for & new
contrct of by amendment, endorsement, or nider to o contract, or by the election of a feature or covermge within a contract. These transactions are
known as intenal replacements. If policvholders sumrender iraditional life insurance policies in cxchange for life insurance policics thar do not
have fixed and guarantesd terms, the Company immeditely charges 1o expense the remanmg unamortized DAC on the surendersd policies, For
other miernal replicement mansaciions, except those that invelve the addition of a nonintegrated contract feature that does not change the existing
bage contract, the unamorteed DAC 1 munediately chasged 1 expense i the lerms of the tew policies are mo substantally summlar (o those of the
former pelicies, If the new terms are substantially similar to those of the carlier policies, the DAC s retpined with respect 1o the new policies and
amartized aver the expected life of the new palicies. See Note 6 for addinonn] information regarding DAC,

Vilfwe of busimess acquired represents idennifiable intangible assets wo which a pomion of the purchase price in a business acquisiton 15
attrvbuted under the application of purchase accounting. VOBA represents an adjustrment 1o the stated value of inforce msermee contract linbilities
1o present them at fair value, determingd as of the acguisinon date, VOBA balances are subject to recoverabiliny testinge, in the manner in which
they were acquined, The Company has established a YVOBA asset primarily for its acquired life msumnce products, accadent and health products
with fixed benefits, deferred annuity contracs, and defined contribution and defined benefit businesses. As of December 31, 2017, the majority of
the YOBA balance relates to the 2011 acquisition of AIG St Life Insurance Co., Lid, AIG Edison Life Insurance Company, AIG Financinl
Assurance Japan K. K. amd AIG Edison Service Co., Lid. (collectively, the “Siar and Edison Businesses™) and the 2013 acquisition of The Hanford
Fuangial Services Group's mehvidual §ife insurance busiess (“the Hartford Life Busmess”), The Company amorzes YOBA over the anticipaled
life of the acquired contracts using the same methodolooy and assumgpiions used to amonize DAC, The Company records amonization of VOBA
n “Ceenernl and admimstrative expenses,” VORA, for applicable products, 5 adjusted for the impact of unrealized gains or losses on investments
as if these gains or losses had been realized. with corresponding credits or charges included in AQOCL See Mote 8 for additional information
regarding VOBA

ther assety consist primarnily of prepaid pension benelit costs (see Note 18), certain resincted assets, rade receivables, goodwill and other
intangible assers, D51, the Company’s ivestments in opermting joint ventures, property and equipment, reinsurance recoverables, and receivables
resulting from sales of securities that had not yvet seiled at the balance sheet date.

Property and equipment are carnied at cost bess aceumulated depreciation. Depreciation 15 determaned using the strmght-line method over the
estimated useful lives of the related assets, which generally range [rom 3 1o 40 years.

As n result of certain acquisitions, the Company secopnizes an asscet for poodwill representing the excess of cost over the net fair value of
the assers acquired and liabilities assumed. Goodwill is assigned o reporting units at the date the goodwill is initially recorded. A reporting unit 15
an operating segment or o unit one level below the operating segment, if’ discrete financial information is prepared and regularly reviewed by
mamgement at that level, Once goodwill has been assigned o reporting units, it no longer retans its wsociation with o particular scquisition, and
all of the activities within o reporimg unit, whether acquired or crganically grown, are available o support the value of the poodwill.

The Company tests goodwill for mpaimment anmunlly 05 of December 31 and more frequently if an event occurs or circumstances change
that would more likely than not reduce the fair value of a reporting unii below iis carrying amount. Accouniing gusdance provides for an optonal
sualitative assessment for teshing goodwill imparment that may allow companies to skip the quanbitabve two-step test, The Company has elecied
the guantinative two-step test that s performed at the reporing unil level. The first step, used o dentify potential impairment, involves comparing
guch reportmg wnit's fair value to s carmang value inclading goodwill, If the far value of a reporting unit exceeds its carmying value, the
applicable goodwill i considered not 1o be impaired. If the carrying value exceeds fair value, there is an indication of a potential impaiement and
the secand step of the 1est is performed 1o measure the amount of Impairmenm

The second step invelves caleulating an implied fair value of poodwill for each reporting unit for which the first step mdicated impaiment.
The implied fuir value of goodwill 1s determined in the same munner as the amount of’ goodwill recogmized in a busiess combination, which is the
excess of the fair valwe of the reponing wnit, as determined in the first step, over the ageregate fair values of the individual assets, Liabilities and
identifiable intangibles as of the reporting unit was bemng acquired in o business combimation. If the implied fair value of goodwill in the “pro
forma™ business combinanon accounting as described above exceeds the poodwill assigned o the reporting unit. there 5 no impairment. IF the
woodwill assignied 1o @ feporting unst éxceeds the implied far valoe of the goodwill, an imparment chafpe 1 fecorded in “General and
administrative expenses” for the excess. An impairment loss recognized cannot exceed the amoum of goodwill assigned to a reporting unit, and the
loss estabslishes o new basis in the poodwill. Subsequent reversal of poodwill impairment losses i not permitted. Maagement 35 required 1o make
significant estimates in determining the fair value of a reporting unit including, but mot limited 1o: projected eamings, comparative market
multiples, and the risk rte at which foture net cash flows are discounted

163

538/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

FRUDENTIAL FINANCIAL, INC.
Notes o Consolidated Financial Statements—{ Continued )

The Company offered varnous twpes of sales inducements o policyholders related 1o lixed and vanable defered anmuity contracts. The
Company defors sales inducements and nmorttzes them over the anicipated hife of the pohicy using the same methodology and assumptions used (o
amortize DAC. Sales inducement balances are subject to periodic recoverahility testing. The Company records amonization of DSI in “Interest
credited 10 policyholders” pecount balances.” DS1, for applicable products, is adjusted for the mipact of urealized gans or losses on investments
as if these gams or losses had been realized, with comesponding credits or charges included in ACCL See Mot 11 for addinonal information
regarding sales inducements.

The majarity of the Company's reinsurance recovernbles and payables are associned with the reinsurance arrangements wied o effect the
Company”s acquisition of the retirement basiness of CIGN A and the Hartford Life Business. The remaining amounts relate to other reinsurance
arrangements entersd inte by the Company. For each of s reinsurance contracts, the Company determines if the contract provides indermmificanon
apmnst loss or hability reloting @0 msurmnce msk in accordance with applicable accountmg standards, The Company reviews all contractunl
features, particularly those thar may limi the amount of imsurance nsk w0 which the einsurer 15 subject or feamres tha delay the nmely
reimbursement of cliims. See Note |3 for addiional miormation about the Company’s reinsurance armangements,

Idennfiable mtangible assets prmanly include customer relatonships and mongage servcime nghts and are recorded net of accumulated
amortizution. The Company tests identifiable intangible assets for impairment on an annual basis as of December 31 of each year or whenever
events of crcumsianees suggest that the carrying valoe of an dentifiable inangible asset may exceed the sum of the undiscoumed cash flows
expected to result from s use and eventunl disposstion. 1 this condition exists and the corrving value of an identifiable intamgible asset exceeds its
fair value, the excess is recognized as an impairment and is recorded as a charge against net income. Measuring intangible assets requires the use
of estimates. Sigmificant estimates include the projecied net cash flow atinbwtable to the mtangible asset and the nsk rate a1 which filure pet cash
flows are discounted for purposes of estomating Fur value, as applicable. See Note 9 for additienal mformaton regarding idennfiable imangible
Assels,

Invesiments m operating joint ventures are generally accounted for under the equity method. The carrying value of these mvestments 15
written down, or impaired. o forr value when a decline m vahue 15 considered to be other-than-temporary. See Note 7 for additional information on
INVEsITEnls it gperating joiml venures,

Separate accounf assers represent sepregated funds thar are invested for cenam policyholders, pensson funds and other customers. The assets
consis primanky of equity secunties, fixed maturrhes, real estate-relnted mvestments, real estate morigage loans, short-term investments and
derivanive instruments and are reponed ot fair value, The assets of each sccount are legally segregated and are not subject 1o claims that anise out
of any other business of the Company, Investment risks associmted with market valoe chunges are borne by the customers, except 1o the extent of
imanamun guaraniees made by the Comnpany with respect to certain accounts. The mwvestment income and realized investment gains or losses from
separate account nssets genemlly accrue to the policylolders and are not inchsded 10 the Company’s results of operntions, Moctality, policy
administration and surrender charpes assessed against the acoounts are included in “Policy charges and fee income.” Asset management fioes
charged to the accounts are meladed n “Asset management and service fees” Seed money that the Company invests in sepamte accounts s
reponted in the appropriate general account asset line. Investment income and realized mvestment gains or lesses from seed money invesied in
separate accounts weerues o the Company and 15 ncluded m the Company's resulis of operations, See Note 11 for sddinonal mformation
regarding separate account arrangements with contractual guarantess. See also ™ Separade accownr abilitiea™  below.
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Fuiture poficy bewefiits liability is primanly compnsed of the present value of estimated future payments 1o of on behalf of policvholders,
where the tming and amount of payment depends on policyholder morality or morbidity, less the present value of future net premiums, For
individual traditional pamcipating life insurance products, the monality and imerest rate assumptions applied are those used to calculate the
policies” guaranteed eash surmender valwes. For hife wsurance, other than individual tradinonal participating life mswrance, and anmnary and
disabality products. expected maortality and morbidity are generally based on Company expenence, industry data and'or other factors. Interest rate
assuinghions afe bised on fetors such as market conditions and eéxpected nvestment fetuins. Alhough monality, morbidity aid interest rate
assumgtions are “locked-in™ upon the isswance of new msuninee or annuity business with fixed and guaraniced terms, significant changes in
experience o swannphons may require the Company to provide lor expected future bosses on o producy by esiablishing premivin deficiency
reserves. Premium deficiency reserves are established, i necessary, when the libility for future policy benefits plus the present salue of expected
futsre gross premiums are determined to be insufficien 1o provide for expected future palicy benefite and expenses, Premium deficiency reserves
do not include a provision for the risk of adverse deviation. In determining if a premium deficiency related 1o shor-duration comtracts exists, the
Company considers, among other factors, anbicipated investment ncome, Any adjsaments o future policy benefit reserves related o net
unrealized gains on secuniies classified as availuble-for-sale are meluded in AQCT. [n certam mstances, the policyholder lability for o pariseular
ling of business may nol be deficient in the aperegate to irigeer boss recognition, but the pattern of eamings may be such that profins are expected
1o be recopmized m earbier vears followed by losses i later vears. In these siations, accounting standards require thot an addisonnl Labilicy
{Profits Followed by Losses or “PFL” linkility) be recognized by an amount necessary 1o sufficiently affser the losses that would be recognized in
lnter yenrs. Curvently, PFL hiabilies are predommonly associated with certaim universal life comracts that mensure GAAP reserves using a
dynamic approach and accordingly. ase updared each quaner using current inforce and markes data and as pan of the annual assumprion update
such that the hability as of cach measurement date represents the Company 's current estimate of the present value of the smount necessary to
olfset antcipated fuiure losses. See Node 10 for addatonal information regarding future policy benefiis,

The Company s liability for future policy benefits also mcludes a lability for unpaid claims and claim adpustment expenses. The Company
does noq establish claim labilities unnl a logs has been incurred. However, unpaid claims and claim adjustment expenses inclede estimates of
claims that the Company believes hove been imcunred but have not et been reported as of the balance sheer date. The Company’s habilicy for
futisre policy benefits aleo mcludes net Labilives for puarames beoelits rebated 1o centami lomg-duration life and aniuity contracts, whach are
discussed more fully i Note 11, and defemed profits.

Policylenfiders” aeceicnt hafarces lability represents the contract vilue that has aceried to the benefit of the palievholder as of the balance
sheet date. This liahiliny 1s primanly associated with the accumulated account deposits, plus interest eredited, less policyholder withdrawals and
other charges ssessed agmine the sccount balance, ns applicable. Thesa policyholders’ aecount balances ales include provision for benefis under
non-hte comtingent pavout annuities and certmin uneamed revenues. See Note 10 for addinonal miomabon regardmg  policyholders™ account
balances.

Polfepholders® dividends lability includes dividends payvable wo polieyholders and the polieyvbhoblder dividend obligation associated wath the
partcipating pelicies included i the Closed Block, The dividends payvable for parncipating policies mcloded m the Closed Block ane determimed ot
the end of each year for the following vear by the Board of Directors of the Prudental Insurance Company of America (“Prudennnl Insurance™)
based on ats staory results, capital positson, ratings, and the emergmg expenience of the Closed Block. The pohcyholder drvidend obligaton
represenis amounts expecied o be paid 10 Closed Block policyholders as an addinonal policyholder dividend unless otherwise offset by future
Closed Block performance, Any adjustments to the pohevholder dividend obligation related 1o net unrealred pains (losses) on secunves classified
a5 available-for-sale are included in AOCL For additional information on the policvholder dividend obligation, see Note 12, The dividends pavable
for policies other than the pamcipating policies mcluded i the Closed Rlock include dividends payable m acoordance with certam group and
individual insurance policies.

Securities vold wnder agreements fo reparchase represent habalies assocated with sscunites repurchase and resale agreements which are
used prmarily to eam spread iscome, to borrow funds, or 1o fciliate rading activity. As pan of securities repurchase agreemenis, the Company
transfers LS. govermment and govermment agency secunities 1o a third-party, and receives cash s collateral. As pant of secunties resale
apreements, the Company invests cash and receives as collateral 15, povemnment securities or other debt securities. For secunties repurchase
apreements used to eam spread mcome. the cash recerved is rypically invested in cash equivalents. shor-term investments or fixed matumnes.
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Securities repurchase and resale agreements thar satisfy certin cntena are meated as secured borrowing or secured lending amangements.
These agreements are camied ot the amounts at which the secunties will be subsequenly resold or reacquired, as specified i the respective
transactions. For securnities purchased under agreements 1o resell, the Company™s policy is 1o 1ake possession or contmol of the secunties cither
directly or through o third-party custodian, These secanties are valued daily and addional securmies or cash collazeral 15 receved, or retsmed,
when appropnate to protect agamst credit exposure. Secunities to be resold are the same, or substantally the same, as the secuntes receved. The
inajorily of these tramsacthons are with large brokerage Nioms and Barge banks, For securnities sold under agreements to iepairchase, the market valie
of the sceuntics to be repurchased 1s monitored, and sdditional collateral 15 obtaimed where appropriate, o protect against credit exposure. The
Company obtaing collateral in an amount a9 least equal to 95% of the fir value of the seeunities sold. Securities 1o be repurclmsed are the same, o
suhstantially the same, as those sold. The majority of these transactions are with highly mied money market funds. Income and expenses related to
these transactions executed within the insurance companies wied 1o eam sprend incomse are repored as “Nat investment income;” however, for
transactions used for funding purposes. the asseciated bosrowing cost is reported as interest expense {incloded in “CGeneral and admimisrative
expenses” ). Income and expenses relaled 1o these tramactons execuled within the Company's denvative operations are reported in “Other
income,”

Cash collateral for foamed securities represent habilies o return cash proceeds from secunty lending transacuons. Securines lending
transactions are used primarily to eam spresd income, o borrow funds, or to facilitate trading activiey. As pan of secunities lending transactions,
the Company transfers U5, and foregs debt and equity secunties, as well as ULS, govermment and government agency secunes, and receives
cash as collsteral. Cash proceeds [rom securities lending iransactions are used to eam gpread income, and are tvpically invested in cash
equivalents, short-term mvestments or fixed mutunnes. Secunties lending transactons ane trented as financing arangements and are recorded at
the amount of cash received, The Company obiains collateral in an amount equal o 102% and 105% of the fair value of the domestic and foreign
securities, respectively. The Company menitors the market value of the securities loaned on a daily basis with addimonal collmern] obmimed as
necessary. Substantally all of the Company's securties lending transactions are with large brokerage firms and large banks. Income and expenses
associated with secunties lending transactions used (o eamn spread ncome are reporied as “Net mvestment mcome,” however, for secunties
lending ransactions used for funding purposes the associated rebate 5 reponied as interest expense (included in “General and admimistrative
expensE’ )

Income taxes lahility primanily represents the net deferred 1ax liabality and the Company 's estimared thxes poyahle for the current yeor,

The Company and its inclushble domestic subsidianes file a consolidaied federal income tax retum that inchedes both hife insarance
companies and non-life insurance companies. Certain other domestic subsidiaries file separate 1ax returmns. Subsidianies operating outside the ULS.
are iaxed, and income tox expense 15 recorded, based on applicable foreign stafutes. See MNote 19 for o discussion of certam non-U S, junsdictions
for which the Company assumes repatriation of carnings,

Deferred income taxes are recogmized, based on enacted rates, when assets and habilities hove different values for finoncial stafement and
tax feponing purpeses, A valuation allowance 13 recorded 1o reduce a deferred tax asset 1o the amount expected o be renhzed.

Items required by tax regulaiions io be included in the tax retwmn may differ from the items reflected in the financial statements. As a resuli,
the effective mx rate reflected i the financial statements may be different than the actual e applied on the mx retun. Some of these differences
are permanent such as expenses that sre not deductible in the Company s tax return, and some differences are temparary, reversing over time, such
as valuation of nsumnce reserves, Tempomry differences create deterred tax assets and habilines, Deferred tax assets generally represent stems
that can be used as a wx deducton or credit i future vears for which the Company has already recorded the tax benefit i the Company’s
Consalidated Statemems of Operations. Deferred o linbilities penerally represent tax expense recognized i the Company s fnancial statements
for which poyment has been deferred, or expendstures. for which the Company has already token a deducrion in the Company's tax retum but have
nod et been recognized in the Company’s financial stasements.

The applicanon of U5, GAAP requires the Company to evaluate the recoverability of the Company s defermed tax assets and establish a
valuation allowance if necessary o reduce the Company®s deferred tx assets 1o an amount that 15 more likely than not expecied o be realieed.
Conssderable judgment is required in determining whether a valuation allowance is necessary, and if 50, the amount of such valuation allowance.
See Note 19 for o discussion of fetors considered when evaluating the need for o valuation allewance.
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The U5 Tax Cuts and Jobs Actof 2007 ("Tax Act of 20177) enacted two new taxes that could impact the Company’s effective tax rate and
cash tax payments @ future penods. The Global Intangible Low-Taxed Income provision (“GILTIY) applies a US, minimuem tax 10 eanings of
foreign subswhanes inexcess of a 10% deemed retumn on (angible assets of foreign subsidianes. The amoun of tax m any penod on GILTL if any,
cnn depend on mmal diffesences berween LS, tnxable income recognition rules and taxable income recognition rules m the country of operations
and the overall taxable income of 115, operations. The Company will account for the effects of the GILTI mx as a penod cost if and when
incurred, The Tax Act of 2017 also mcludes a new Base Erosion and Anbi-Abuse Tax ("BEAT™), BEAT is an aliemative tax which 15 due if the
culculated BEAT amount 15 greater than the regular corporate tax in any given year. The additional tax 15 generally calculated after adding back to
taxable uscome certain deductible pavments made wo forengn aflfilates taat are al least 25% owned, and then applying an alterative tax mate of 0%
(5% in 201%) 1o the altemative tax base, rather than the 21% corporate tax rate. The amount of the BEAT in any peried, if any, wall depend on the
amount of payments by US. entities 1o foreign affilines dear are ot leasn 23% owned, the amount of overall U5, deductible amounts asd the resulis
of the U S_ consolidated group. The Company will account for the effects of the BEAT as a period cost if and when incurmed.

In December of 2017, SEC stafT issued “SAB 118, Income Tax Accounting Implications of the Tax Cuts and Jobs Act™ (“SAB 118"), which
allows registrants w record provisional amounts during & ‘measurement pened” not 10 extend bevond one vear. Under the relief provided by SAB
118, o company can recounize provisional ansunts when o does not have the necessary wformation avmlable, prepared or analveed i ressonable
detail to complete its accounting for the change in iax law. See Noie 19 to the Consolidated Financial Statemenis for a discussion of provissonal
amounts related 1o the Tax Act of 2007

US. GAAP prescribes a comprehensive model for how a company should recognize, measure, present, and disclose in its financial
statements uncernn tax posiions that o company has taken or expects to ke on tax retums. The appheatiwon of this ywdance 15 0 two-step
process. First, the Comvpany determines whether it 1s more likely than not, based on the technical ments, that the fax position will be susiained
upon gxpminption. Il @ tax position does not meet the mone hikely than not recogmition threshald, the benefit of tht posation 15 not recogmized in
the financial statements. The second step is measurement. The Company measures the tax posinon as the larpest amount of benefit that is greater
than 50 percent likely of being realized wpon ultimate resolution with a taxing puthority that has full knowledge of all relevant information, This
measurement considers the amounts and probabilines of the outcomes that could be realized wpon ultimate setlement using the facts,
circumstances, mnd mformation available at the reporting daze.

The Company s liability for income taxes includes a lability for unrecognized tax benelits, inerest and penalives which relate 1o 1ax years
snll subgect 10 review by the Intermal Revenue Seevice (“1RS™) or other taxing junsdictions, Audnt perods remain open for review unnl the statute
of limitations has passed. Generally, for tax years which produce net operating losses, capital losses or tax credit carryforwands (Vi annbates™),
the statute of limiations does not close, 1o the extent of these tax attnbutes, unkil the expiration of the statute of limitations for the tax year in
which they are fully wilized, The completion of review or the expiration of the stamte of limiations for a given audit period could result in an
adjustment 1o the bability for meome taxes. The Company classifies all interest and penalties related o tax uncermimties a5 DCHME X EXpense.
Sme Note 19 for addinonal informaton regarding imncome Laxes,

Nhori-terne and Tong-term debe Liabilines are primarily carmied ot an smount equal (o wpaid proincipal balance, net of unamortized discount
or premaurm and deb issee costs, Original-issae discount or premm and debi-issue cous are recopmzed as o component of interss expense aver
the period the debdt 1= expected oo be cutstanding, using the miterest method of amortizanon. Interest expense is generally presented within “General
and administrative expenses” in the Company's Consolidated Statemems of Operations. Interest expense may also be reported within “Net
investment meome” for certmin actvity, as prescribed by specialized mdustry guidance. Short-term debs 15 debe coming due 0 the next tvelve
months, inchiding that portien of del otherwise classified as long-teom. The short-term debt caption may exclude shon-term debt items the
Company mends 1o relinance on a long-term basis i the near-term. See Note 14 for addiional mfonmation regarding short-term and long=term
deht.

(htirer Nwhifities consist primanly of rade payables. pension and other emiployee benefit habilities {see Note 18), denvative hiabilities (see ~
Devtvartve Flingiete! Dstrients ™ below), reinsurance payvables (sée discussion of reinsurance above in " Oifer asvety '), and pavables resultaig
from purchases of securties that hiad not vet settled at the balance sheet dare.

Mates Posed by covisolidated variable fnterest cnlitles fepresent nofed ssued by cenain adet-biacked mvestiment veheles, primanly
collateralized loan obligations, which the Company is required to consalidate. The creditors of these VI1Es do not have recourse to the Company in
excess of the assets contained within the VIEs, The Company has elected the fair value option for the majority of these notes. and has hasad the
fair value on the corresponding bank loan collateral. Changes in fair value are reported in “Other income.”
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Neparote accont Nabilities primanly represent the comractholder’s scoount balance m separate acooumt assets and w0 a lesser extent
borrowings of the separate acoound, and will be egual and offseting 1o 1otal separate account assets. See also ~ Separate aocounr asseis ™ above,

Conintmeitivienits aind cormbigent Babilifes are accrued iF it is probable that a liabality hag been incurred and an amoant is rendonably estamable,
Manngement evaluates whether there are incremental legal or other costs directly associated with the ultimate resolution of the matter thar are
reasomably estimalkle and, if 5o, they are included in the scerunl. These acermals are penerally reparted m “Other liabiliges.”

REVENUES AND BENEFITS AND EXFENSES
Fnsurance Revenue wnd Expense Recagnition

Premimums from individual life products, ether than universal and vanable life comracts, and health msurance and losg-term core produces
are recopnized when due. When premiums are due over a significanily shorter period than the penod over which benefits are provided. any gross
premium in excess of the netl premium (Le., the portion of the gross premium required 1o provide for all expected future benefits and expenses) 15
wenerally deferred and recognized into revenue i o constant relationship o nsurance in force. Benefits are recorded as an expense when they are
incurred, A liabality for Muiure policy benefits 18 recorded when premiums are recogmised using the net premmn valuation methodology

Premiunes from non-panicipating group annuities with life contingencies, single premivm structured settlements with life contingencies and
single premyiim immedimte anmities with life contingencies are recognized when dug, When premiums are due over a significontly shorter period
than the period over which benefits are provided. any pross premium in excess of the met premium is generally deferred and recopnized into
revenue based on expected future benefit payments. Benefits are recorded as an expense when they are incumed. A lability for future policy
benefits 15 recorded when premiumes ane recognized using the net level premium method.

Certmn individual annuity contracts provade the contractholder a guarantes that the benefit received upon death o anouitization will be no
less than & minimum prescribed amount. These benefits are accounted for as insurance contracts, The Company also provides comracts wath
certain living benefits which nre considered embeddad dermvatives. See Note | for addiional information regarding these contracts,

Amoums received as pavment for universal or vanable group and indivedual lifie conracts, deferred fixed or vanable anmutes, struciured
setilements and other contracts witheut hife contmgencies, and particrpaimyg group anmuiies are reporied as deposits 1o “Pelicyholders’ account
balances” andor “Separate account labilities.” Revenves from these contracis are reflected in “Policy charpes and fee income™ consisting
primanly of fees mssessed dunmg the penod agonst the policyholders” pocounit balunces for mosiality and other benefit churpes, policy
administration charpes and surmender charges, In addinon o fecs, the Company cams invesiment income from the invesiment of deposits in the
Company’s peneral account portfolio. Fees assessed that represent compensation 1o the Company for services to be provided i future periods and
ceriain other fees are penerally deferred and amortized into revenue over the life of the related contracts in proportion to estimated gross profits,
Benefits and expenses. for these products mclude cloms i excess of refoted account balunces, expenses of contract admanistraton, mterest credited
o policyholders” aceount balances and amormizaton of DAC, DE] and VOBA.

For group life, other than unsversal and vanable group hife contmets, and disability insumnce, premuums are generally recognized over the
period o which the premiums relate in proportion to the amount of insurance protection provided, Claim and elpim adjustment expenses are
recopnized when incurmred.

Asset management and service fees principally includes asser-based asset management fees, which are recognized in the period in which
the services are performed. In ceriain asset manpgement fee armungements, the Company 15 entithed 10 receive performance-hased incentive fees
when the retum on assets under managemen exceeds cenain benchmark retsms or other performance targes. The Company may be required o
returm all, or pant, of such performance-based incentive fee depending on future performance of these assets relative w performance benchmarks.
The Company records performance-based meentive fee revenue when the contraciual terms of the asset management fe armangement have been
satisfied such that the performance fee is no longer subject to clawback or contingency. Under this principle the Company records a deferred
performance-based incentive fee linkiliy wo te extent it receives cash related 10 the performance-hased imcentive fee prior 1o meeting the revenue
recopniton erteria delineated above.
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thfrer fncowe includes realized and unrealized gains or losses from imvestments classified as “wadmg” such as “Trading account assets
supporting insurance labilines” and “Other trading account assets,” “Other loag-lerm invesiments” for which the Company has elecied the fair
valwe option, and consolidated entities that follow specialized invesiment company fir value accoumting. “Oiber income™ also includes gains and
losses primanly relnted to the remeasurement of foreign currency denominated nssets and habilites, as discussed in more deeail under “Foreign
Currency™ below,

OTHER ACCOUNTING POLICIES
Mvrre-Rased Preymnents

The Campany applics. the fair value-based measwrement method in accounting for share-based payment transactions with employees cxeept
fiar equity instruments beld by employvee share ownership plans. Excess tox benefits (deficits) represent the cumulative difference between the
actual tax benefit realized and the amount of deferred tax assets recorded atmibutable to shared-based payment transactions. Beginning i 2017, as
a result of the prospective adoption of Accounting Standards Update (“ASL™) 2016-00 (see “—Recemt Accounting Pronouncements”), the
Company accounts for excess tax benefiis (defieiis) in eamimgs. Pror to the adoption of ASL 2016-09, the Company sccounted for excess lax
beoehts (dehicus) in addmonal pad-m capial

The Company accounis for non-employee siock options using the fair valse method in accordance with authoriative puidance and relaied

nkerpretations on accounting for equity mstruements that are issued 1o ather than employees for acquining, or in compunstion with selling, goods or
SETVICES .

Lurmings Per Share

Enrnings per share of Common Stock for 2017, 2006 and 2015 reflects the consolidnted eanungs of Prudential Financial, Basic earmings per
share 15 computed by dividing available mcome anmbutable 1o commion sharcholders by the weighted average number of common shares
aidstanding for the period. Diluted exrnings per shade inelides the effect of all dilutive potennial common shares that wese ontstanding duriag the
penod. See Note 16 for additional information.

As discussed under “Share-Based Pavments” above, the Company accounls for excess tax benelits (delicits) w enrmiigs begramig i 2017,
For the years 2016 and 2005, excess tax benefits (deficiis) were accoumed for in additional paid-in capatal. The Company reflects i assumed
proceeds, based on application of e treasury stock method, the excess mx benefits (deficns) that would be recognized in eamings upon exercize
or release of the award.

Foreign Currency

Assets, liabihies and resulis of foreign operabons are recorded based on the functional currency of each foreign operation. The
determinanion of the functionsl currency 1= based on economic facts and circumstances perammg (o each foreipn operstion. With the exception of
the Company’s Japamese operations, where multiple Tunctional currencies exast, the local currencies of the Company”s foreign operations ane
typcally theer functional correncies.

Assets and habalines of foregn operations and subsichpnes reported m currencies other than L5, dollars are transinted at the exchange mte
in effect at the end of the pericd. Revenues, benefits and other expenses are imnslated at the average rate presailing dunng the period. The effiects
of wanslating (e statements of operations and fnancial posion of pon-ULS, enties with functional cumencies wher than the LS, dollar are
ncluded, net of related qualifving hedge gains and losses and mcome taxes, m AOCL Gams and losses resulting from the remeasurement of
foreign currency transactions are reporied in either AOCT or current eamings in “Other income™ depending on the nature of the related foreign
cumency denominated asset or hahiliny.

Devivative Financial fnstrianenty

Denvatives are financial imstruments whose valoes are denved from imerest rates, foreign exchange rates, Mmancial indices, values of
securities or commaodites, credin spreads, market volanlity, expected returs, and hguedity. Valuses can also be affected by changes in estimates and
assumplions, incheding those related 1o counterpany behavies and son-performance risk (“NMPR™) used in valuation models, Derivative financial
instruments generally used by the Company mclude swaps, futures, forwards and options and may be exchanpe-traded or contrcted 1 the
aver-the-counter (POTC™p marker. Derivative posations are carmed o fair value, generally by ohaining quoted market prices or throwgh the we of
vailuation models.
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Derivatives are used o manage the interest rate and currency charactenstics of assets or leabilines and o mitigate volanhity of expected
nen-functional cumency exmmgs and net mvestments m foreign operaions resulimg from changes w curreney exchange mies. Addinonally,
denvatives may be used 1o seek 1o reduce exposure 10 mberest rate, credit, foreign currency and equity risks associated with assets held or expected
10 be purchnsed or sold, and labilines ieusred or expected o be meumed. As discussed in detas] below and in Note 21, all realized and unrealized
chonges in fair value of derivatives are recorded m current eamings, with the exception of the effective pomon of cash flow hedges and effective
hedges of net investiments in foreign operations. The Company miay alse enter o imercompany derivatives, the resulls of which ulmimarely
chminate in consolidaion over the term of the instrument; however, where applicable, derivative results are included in business gross profits
which may imnpsct the patterm by wlich DAC and other assets ane pmortized. Cash Nows fom denvatives e reported i the operating, investing,
or financing activities sections i the Consolidated Statements of Cash Flows based on the nature and purpose of the denvanve.

Dervvatives are recorded either oz assets, within “Chber trading account nssets. ot fair value™ or “Other long-termy mvestments,” or as
linhilmies, within “Other labalities,” excep for embedded derivatives which are recorded with the associated host comtract. The Company nets the
fuar value of all denvatve financial instruments with counterparties for which o omster netting arangement has been executed

The Company designates denvatves s either (1) a hedge of the farr value of a recognieed asset or hability or warecognized firm
commutment (“fair volue™ hedge): (2) a bedpe of a forecasted transaction or of the vanability of cach flows o be receved or poid related to a
recopnized asaet or liability (“cash Mow™ hedped; (3) a foreign currency fair value or cash Mow hedge (“foreign currency™ hedpe); (4) a bedge of a
net srvestment in a foreign operaton: or (5) & derivative that docs not qualify for hedpe accounting.

To qualify for hedge accounnng treatment, a derivative must be highly effective in mitgatmg the designated nsk of the hedged fem.
Effectiveness of the hedpe is formally assessed al imception and throughout the life of the hedging relationship. Even if o denvatve qualifies for
hedge accounting treatment, there may be an element of inelectiveness of the hedpe. Under such circumstances, the ineffective porion is recorded
n “Realized imvestment gains (kosses), net”

The Company formally documems m inception all relationships between hediging instruments and hedged items, as well as s
nsk-management objective and strategy for underaking vanous hedge oansactions, This process includes lmking all denvanves designated as fair
value, cish Now, oF foreign corrency hedues 1o specilic assets and habilibes on the balance sheet o o specilic finn commitments or forecasied
transactions. Hedges of a net investiment in a foreign operation are linked to the specific foreign operation

When a denivative is desipnated as a fair valoe hedpe and s determmed to be lighly effective. changes in ats fr value, along wath changes
in the fuir value of the hedged asset or liability (including losses or gains on firm commitments), are repored on a net basis in the Consolidated
Sttements of Operations, generally m “Relized mvestment guins (losses), net” When swaps are used in hedge scoounting relationshups, perusdic
settlements are recorded in the same Consolidated Statemnents of Operations line as the related settlements of the hedged iems.

When a denvative i designated as a cash flow hedge and 15 determined to be highly effective, changes o its fair value are recorded n
ADCT winl earnings are affected by the varahiliny of cash Nows being hedped {2.g., when periodic senlements on a vanable-rate asset or Habiley
are recorded in eamings k. At thot time, the related portion of deferred gnins or losses on the denvative istrument is recinssified and reported in the
Consolidared Sements of Operations line item associaed with the hedged mem,

When a denvative 1s designated s a forem currency hedpge and 15 determuned 1o be ighly effective, changes i its fur valve are recorded
either in current perod carmings iF the hedge wansaction s a fair value hedge (e g, 8 hedpe of a recognized foreign cumrency asset or liabality) or in
ADCT if the hedge transaction 15 & cash flow hedpe (e.g., 8 foreign cumency denominated forecasied transaction). When a derivative is used as a
hedge of & net invesiment in p foreign aperation, is change in fair value, to the extent effective as a hedpe, is accounted for in the same manner as
a translation adjustment (1e., reported m the cumualative translation adjustment account within ACCT).

I 3t is detenmned that a dervative no longer qualifies as an effective fair value or cash Mow hedge or management removes the hedye
desyrmacion, the dervative will contimse o be carmied on the balance sheet an its fair value, with changes in fair value recogmized currently in
“Renlized investment ging (bosses), nel” In this scenano, the hedped asser o linbility under a fir valoe hedpe will no longer be adpusted Tor
changes in fair value and the existing basis ndjustment is amortized 1o the Consolidared Statements of Operations line associated with the asset or
liakility, The component of AOQCH related w0 discontinued eash Aow hedges is reclassified o the Consolidated Sttements af Opertions ling
associnted with the hedeed cash flows consistent with the eamings impact of the eriginal hedged cash flows,
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When hedge accounting is discontmued because the hedged vem no longer meets the definition of a fiem commilment, or because il s
probable that the forecasted trnsaction wall not occur by the end of the spocified tme penod, the denvatve wall continue to be carmied on the
balance sheet at its fair value, with changes in fair value recognized cumrently in “"Realized investment gains (dosses), net.” Any asset or Liability
that was recorded pursuant to recognition of the firm commitment s removed from the balance sheet and recognized currently in “Realized
investment gning (losses), net” Gains and losses that were in AQCT pursuant 1o the cash flow hedge of a forecasted transaction are recognized
immedintely m “Realized myvestment gams (losses), net.”

If a derivative does not qualify for hedge accounting, all changes in s Gar value, meluding net receipts and pavments, are included n
“Realized investment gains {losses), net” without considening changes in the fair value of the economically associated assets or labilities.

The Company 15 & party to financial insgruements that contmn dervative instruments that are “embedded” i the financial instruments. At
inception, the Company assesses whether the economic charactenistics of the embedded instiument are clearly and closely related 10 the sconomic
characteristics of the remaining component of the financial instrument (e, the host contract) and whether a separte instrument with the same
terms as the embedded instrument would meet the definition of & derivative instrument. When it is determined that (1) the embedded instrument
possesses economic charactenistics that are not chearly and closely reluted to the economic charncteristics of the host contract and (2) a separate
instrument with the same terms would qualify as & denvanive instrument, the embedded instrument qualifies as an embedded denivative that is
separated from the host comtracty, carmed at fair value, and changes i ns Gor valoe are included m "Realized investiment gams {losses), net” For
cortain financinl instruments thot contain an embedded denvative that otheradse would need o be bifurcated and reporied ot fair value, the
Company may elect to classify the entire instrument as a trading account asset and report it wathin “Oiher trading aceount assets, at fair value”

Accounting for Certain Reinswrance Contracts in the Tndividual Life Business

Dunng the second suarter of 2007, the Company recognized a charge of 5237 mallion in the Indivadual Life segment, reflecting a change
estimate of reinsurance cash flows associaved with universal life products as well as a change in method of reflecting these cash flows in the
fimancial statemems. Under the previous method of accounting, with the exception of recovenes pertaiming 1o no lapse guaranices, remsumnce
cash Mows (eg., premiums and recoveries) were penerally recopnized as they occuwred. Under the new method, the expected reinsurance cash
flows are recopnized more rtably over the life of the underlying reinsured policies. In conqunction wath this change, the way in which reinsumance
is reflected in estimated oross profits used for the amorization of uneamed revenue reserves, DAC and VOBA was also revised. The change
represenis a change in accounting estimate effected by 6 chanpe m accountimg principle and i mcluded withen the Company’s sl reviews and
upsdate of assumptions and other refinements, The change in accounting estimate reflected insights gamed from revised cashflow modeling enabled
by i systems conversion, which promypied the change w o preferable accountmye method. This new methodology 1z viewed as preferable as the
Company believes it better reflects the econemics of reinsurance transactiions by aligning the results of reinsurance activity more closely (o the
ungerlying direct insurance activity and by bener reflecting the profit pattern of this business for purposes of the amortization of the balances noled
abowve.

RECENT ACCOUNTING PRONOUNCEMENTS

Changes o LS, GAAP are established by the Finuncial Accountting Standards Boasd (“FASBE™) in the form of accounting standands updates
1o the FASB Accountmy Standards Codificaton.

The Company considers the applicabi ity and wmpact of all ASU, ASU hsted below melude those that have been adoptesd durmg the carrent
fiscal year and'or those that have been issued but not vet adopied as of the date of this Gling. ASU not listed below were assessed and determined
10 be either not applicable ar not matenal

ASLU wiopted during year ended December 31, 2007
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ASL Tsswred burt ot yet adopied as of December 31, 2007

Tahle of Contenty
PRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financin] Statements—{ Continued )
Effective date and Effect on the lnaneial statements or other significant
Standard Description method of adoption matters

ASL 20016-09, This ASL simplifies and improves  Junuary 1, 2007 Addoption of the ASL did not have a sigmificant impact on the
Cemtpenisaiion - einiplovee share-based pavinent usifg varios Company 's Consolidated Financial Statements and Noles 1o
Sk Commperizationr  accounting, The arens updated transition methods a5 the Consolidated Financial Statements,
{Tiypic 718): melude income tax consequences,  prescribed by the
Imprrovemenis fe a policy election related 1o ASLL
Emploves forfeitures, classification of
Share-Haseed awards as enher equity or labality,
FPaymnents and classification of operating and
Accaisiting finaniciig activity o the staterment

Effective date and Eifect an the financial statements or other significant

Stundard Description method of adoption muatters
AST 2014-09, The ASL! 15 based on the core Jonuary 1, 2018 Adoption of the ASL will not have a significant impact on the
Rivenue from principle that revenue is using the modified  Company's Consalidated Financial Stavements and Notes
Comracis with recognized (o depict the ransfer  retrospective method  the Consolidated Fimancial Statements.
Cusiomers (Topic of promised goods or services to whach wall include a
(] cusiomers i an amguni that cumulative-efect
reflects the consideration to which  adjusiment on the
the entity expects 1o be entitled in balance sheet as of
exchange for those poods and the beginning of the
services. The standard also fscal year of
requires additional disclosures adophion.

aboul the natue, aomoud, g
and uncertmnty of revenue nnd
cash Nows anising from cushomer
coniracts, and nssets recognired
from the costs 1o obtain or fulfill a
contract with a customer. Revenue
TECOgnition for INSUrance couracts
nnd finaneial instruments is
explicitly scoped can of the
standard.
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PRUDENTIAL FINANCIAL, INC.
Notes 1o Consolidated Finaneial Statements—{ Continoed )
Effective dute and EfMect on the linancial statements
Standard Description method of adopiion or sther significant matters
ASL 2006-01, The ASL revises an entity's accoiting related 1o the January 1, 2018 using  Adoption af this guidance will result
Fimancial recosmition and measurement of certain equity mvestments - the modified in 1} the reclassification of net
Tty - andl the presentation of certain fuir value changes for retrospective method unrealized paing on equity securiies
Chverall (Subvopic financinl liabilities measured at fair value. The ASU which will inchusde a currently classified as
R25-0M0: requiTes cquity invesiments, cxcept for those accounted for  cumulative-effect availahle-for-sale from accumulated
Recopnirion and  using the equity method, 10 be measured at fair value with  adjustment to retnined  ather comprehensive income 1o
Measurement of  changes in fair value recognized i net income. The EATIINES. retained enmings and 2) adjusiment
Finarcial Axseis standard also amends certain disclosure requirements. of the basis of equity investments
el Liahilinies associated with the fair value of financial instramens. currently accoumed for using the cost
method to fair value with the
embedded net unrealized gun
ingheded in retamed enmings. The
cumulative effect of adoption is
expected 1o incrense retained
earnings by S50 million and wotal
equity by 553 mullion after giving
effect to offsetting mems mcluding
these related to tives and the
policyholder dividend obligation in

Summary of ASL 200é=01 Transdibon lmpacts an the Consolidabed Stuiemenis

ol Finassial Pesition spon Aduption on Janeary I, 2008

the Closed Block. See table below
for the impact to the line iiems in the
Consolidazed Siatements of Financial
Position. There will be no impact 1o
et ingome on the adoption date,
Subsequent 1o the adoption date, the
change i fur value of these aquity
investments wall be reported in net
NSO,

{im oo s

Otheer long-term mvestments

Totnl assets

Policyholders" dividends

Income taxes

Total Eabilities

Aceurnulated ether comprehensive income (loss)

Retained samings

Total equity

Total labilities and equity
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|
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Measerremin! af
Cireeliy Leties on
Fimarcial
Tratricnnemis

ASU 2016-15,
Srenemaent af Cersle
Flows (Topdc 230);
laesificarion of
Cersain Cash
Recetpes and Cash
Paywrents fa
Comsensies of the
Emerging lixwes
Task Force)

recervables, net investments i beases and loan
commilmentsh, The model requires an entily o estimate
lifetime credit losses nelated to such financial assots and
exposures based on relevant information about past evemnts,
current conditions, and reasonahle and supponiable
forecasts that affect the collectability of the reponed
amount, The standard also medifies the curren O]
standard for available-for-sale debi securines o require the
use of an allowance miher thii o direst write down of the
mvestment, and replaces the existing standard for
purchased credit deteriorated loans and debs securities.

Thiz ASL addresses diversuy m practice in how certan
cash receipts and cash payments are presented and
classified in the statement of cash flows. The standard
provides clarity on the treatment of eight specifically
defined rypes of cash inflows and cuflows.

176

cumulative-efiect
adjustment on the
balance sheet as of the
beginning af the fiscal
year of adopaion.
However, prospective
apphication 1s required
for purchased credit
deteriomted assets
previously accounted
for under ASLY 31030
and for debt securines
for which an OTT1 was
recopized prior 1o the
dare of adoption. Early
adoption is perminted
begimming January |,
2009

Jamary 1, 2018 usang
the retrospective
method (with enrly
adoption permirted
provided that all
amendmwnis ane
adopted in the same
penod).

Table of Contents
PRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued )
Effect on the lnancial
Effective date and statements or other significant
Standard Deseription method of adoption mdilers

ASU 2016-02, This ASL ensunes that assets and labalities from all January 1, 20019 using The Company is currently
Feases (Topie 8421 outstanding lease contracte are recopgmzed on the balance  the modified assesting the impact of the ASL

sheet (with limited exception). The ASL substantallby retrospective method on the Company’s Consolidated

changes a Lessee’s accounting For leases and requares the  {with early adopticn Financial Statements and Notes 1o

recording on balance sheet of a “rnight-of-use” asset and pemitted) which wall the Consolidated Fmancial

liabiliy 1o make lense payments for most leases, A Lessee  include o Seatements.

will continue 1o Fecognize expense in its income stotement — curulative-eifiect

wi i manner sumilar to the requinements under the current  adjustmend an the

lease accounting standard. For Lessors, the standard halance sheet as of the

masdifies classification criteria and sccounting for Beginning of the fiscal

sales-type and direct financing leases and requires a Lessor  year of adoption.

to derecognize the carrying value of the leased asset that s

cansidered 1o have been mansferred 10 a Lessce and record

a lease receivable and residual asset (“receivable amd

residual™ approach). The standard also eliminaies the real

estate specific provisions of the current stancard (1.2,

sale-leaseback).
ASL 2016=13, Thes ASL provides a new curmrent expected credit loss Jomnry 1, 2020 wsing  The Company is currently
Finenretal mxnde] 1o account for credin losses an cenmain financial the modified assessing the impacy of the ASL
Instrarments « Croit nssets and off-balance sheet exposures (e.g, boans held for  retrospective method on the Company s Consolidated
Losses (Topic326): owvestment, dabt securities held to marurity, reinsurance which will inclue a Financial Statemients and Notes o

the Consohdated Fmancial
StatemiEms.

Adoption of the ASL will not
have a zignificant impact on the
Company's Consolidmed
Financial Statements and Notes 1o
the Consolidaied Fmancial
Statements.
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Ri50 Tovmened
fmrmn'(mrmv ie
Accounting for
Hiedyging Activitfes

of hedge accounting,

177

{with early adopticn
permitied) which will
include a
cumilative-efiect
adjustment on the
balance shegt as of the
Beginming of the fiscal

year of adoption

Table of Contents
PRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued
Effect an the financial
Effective date and statements or other significant
Standard Description mmethod of adoption mallers

ASU 2016-18, In Movember 2006, the FASH issucd this ASLU to address  January 1, 2018 using Adoption of the ASU will not
Stertemint of Caxle diversaty in practice from entities clasafyng and the retrospective have o sigmficant impact on the
Flonws (Tewpic 2300: presenting ransfers between cash and resiricted cash as method (wath early Company s Consolidated
Restricnad Caxly operatimng, investing. or finuncing sctivities, of s @ adoption permatted ). Financial Statements and Notes 1o

combimation of those activities in the Statement of Cash the Consolidated Financial

Flows. The ASL requuires entities to show the changes in Setemetits.

the wial of cash, cash equivalems, restricted cash, and

restricted cash equavalents in the Statement of Cash Flows

As a result, transfers berween such categories will no

bonper be presented in tse Semement of Cash Flows,
ASE 201744, This ASU simplifics the subsequent measurement of Jamsary 1, 2020 using The Company does not expect the
Inianpibles - poodwall by elimmaging Seep 2 from the goodwill the prospective method  adoption of the ASL to have a
Croeadill apd Ohfeer impatrment test in current GAAP, which measures 4 {with early adopticn significant impact on the
(Tinpic: 35000 goodwill rmparment by companng the imghed faor value  permitted). Company s Consoliduted
Sloplifeing tre Test ofa reporting unit's goodwill with the carmying amount of Financial Siatements and Noles 1o
fewr Cromndvill the poodwill. Under the ASL, a goodwill smpairmen the Consahdated Financial
Impsairment should be recorded for ihe amount by which the carrying Statemenis.

amount of o reportmg unt exceeds its far value (capped by

the total amount of goodwill allocated to the reporting

i,
ASU 2017-08, This ASL redquiires cemain premiuims on callable debt Jananry 1, 20019 using The Company i cufrently
Receivahies secunties to be amortized to the earliest call date. the modified assessing the impact of the ASL
~Nomrgfimdable Fees retrospective method on the Company’s Consolidated
el Ediher Costs {with early adopticn Frnancial Statements and Notes 1o
(Subropic 300200 permitied) which will the Consalidated Financial
Premiburm incluce a Seatements.
Amartizarion mr curmlative-eifiect
Prrefiaved Callable adjustment an the
Dby Secuvities balance sheet as of the

begmming of the fiscal
year of adoption.

ASU 2007-12. This ASL makes trgeted changes to the existing hadpe Jamsary 1, 2019 using  The Company & currently
Dlewivertives amd accountimi mode] 1o better ponray the economics of an the modified asseasing the impact of the ASL
Heging (Tepic entity"s nsk management activinies and to simplify the use  retrospective method o the Company s Consolidated

Finaneial Statements and Notes 10
the Consohdated Finnncial
Starements.
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Notes o Consolidated Finanein] Statements—{Continoed )
Effect on the linancial
EMMective date and statements or other
Sinncdard Description method of adopiion significant maiters

ASU 2018-02, In Felbruary 2008, this ASU was. issued followang the Japsary 1, 2009 with early.  The Company is currenily
Incowe Statement = enactment of the Tax Act of 2017, This ASU allows an adoption permatted. The assessing the impact of the
Repartiig entity to ehect & reclassification from sccumulated other ASL should be applicd ASL on the Compary”s
Comprehosive comprehensive meome to retained camimps for stranded gither in the penod of Consolidated Financial
Inconre [Topie 224):  effects resulting from the Tax Act of 2017, adoption or retrospectively  Statements and Motes o the
Beclassification of o each penod in which the Consolidated Financial
Cernain oy Effects effect of the change i the  Statements.
Sremr Accumlated LS, federnl comporme
Chthar income tax rate in te Tax
Comprefusisive Actof 2017 is recopnized
Incare
L ACQUISITIONS

Acquisitione of Dentsche Bonk s Indin Asset Monagement fusiness

In Augist 20035, the Company and s asset management joint venture partnes in India agreed 1o scquire Dewsche Bank's Indin asset
mamagement business through the jomt venture. In March 2016, the Company and 115 asset munagement joimt venture partner m Indin completed
the acquisition. This acquisition, which will expand the Company’s investment management expertise, distribution plarform and producr porfolio

i Indun, dad not have o matenal impact on the Campany s fimmeinl results.
Avcyaisitfon of Adedndstradora de Fondes e Persdones Habitar 8.4

In March 2016, the Company completed the purchase of an indirect 40% ownership interest in Administradora de Fondos de Pensiones
Habatat S.A. (“AFP Habiw™), a leadmyg provider of retirement services in Chile, from Inversiones La Construcesim S.AC (“ILC™), the investment
subsidiary of the Chilean Construction Chamber. The Company paid 399 90 Chilean pesos per share, for o total purchase price of approximarely
4532 million based on exchange rates at the share acquisinon dme, The Company and ILC now equally own an indireet controlling stnke in AFP
Habatat through a joint holding company. The Company s investment is accounted for under the equity methed and is recorded within “Chher
astets.” This acquusition enables the Campany 1o paricipate in e grawig Chilean pension miarket

A INVESTMENTS

Fixord Maturities and Equity Secarities

The followang tables set forth mfarmaton relating to fixed matunties and equity securines {excluding mvestments ¢lassafied as trading), as

of the dates mdicated:
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Notes o Consolidated Financin] Statements—{ Continued
Deormber 31, 2017
Amartisodlmt or  Growllarcalizodts  GrossUnecalised]
LE L] L[ g Luiryalue  _OTVTIin AOCI)
{in nslllbons)

Fived maturities, available-for-sale:
L1.5, Treasury securities and obligations of U5
povermment authornnes and agencies 5 22 837 5 1647 5 346 % 26138 % i}
Oibliganons of 1.5, states and their political subdivisions 9,366 il 6 10471 i}
Foreign government bonds #4067 15,650 293 103419 0
1.5, corporate public secunities §1.967 B6T1 414 0,224 {10y
LS, comporate private securities( 1) 31,852 2051 169 13,734 (13
Foreign corporate public securities 26,389 3118 9 29,408 (5
Foreign corporate private securities 23,322 1,242 137 24227 [
Aszet-backed securities2) 11,965 b 10 12233 (237}
Commercial mongage-backed secunties 13.134 2138 Bl 13,281 0
Residential morgage-bicked securities 1) 3,491 165 11 3,645 2)

Total fixed maturitics, available-for-sale(1) 5 32385 5 36NTI S LT 5 6780 S 1267}
Equity sccuritics, available-for-sale 5 4147 & 2056 S 29 5 61T

December 31, 2007
Girmaal nrealivedel  Gorossl nrealisedLos
AmartireilCos) my s __ FairValue
lim millioas)

Fixed maturities, hebd-to-matariiy:
Foreipn government bonds 5 865 % 264 1 1] £ 1,130
Foreypm corporate public scountics G54 52 0 T3
Forcipgn corporate private sccurities( 5] Hd 2 0 -3}
Commercinl morigape-backed secuniics [ ] o
Residential mortgage-backed securities| 3} 446 32 [i] 478

Total fixed mutuntes. held-to-maturity(5) 5 2049 < A8l & 0 < 2430

i
i)

i3

i4

Faehakes mres wilh mmoitised cost of 57 S50 il § lar valag, 2 660 ||||ﬂul||_l_1|.hu;|1 v bt lFagt wirth the sasicimad pratvalilo st o fictling agivcmenl

Ineludes credii-iranched secamtios collaternlued by oo obdigatsons, sub-prmme mortgapes, aiite kans, credit canbs, education kans and sther wse fypes
Inchndes prohhchy-amded apency prss-throegh seeontices and oollaiemlized mongage oblipstions

Ropuescans the snwunl of unrcalised bisses pemamamg m ACCL Fom the inpeimenl mcsadcncm dale, Ariwmnd excludes S553 pllion off mt uiigalisad gem o mjesigd
availohle-fin-sale securioes mmd 82 millson of sl onrealived gains on imsed beld=lemetunty scomies relabmg s changes o he valug o sech seomitios sebsequont b e
mmpainmend measurement dale

Excbmbes noles with mmomized ool of $863T milbon ({air valse, 54913 mllion), whach have been ofset with the msocisiod pavabiles ender a neting agreement
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Notes 1o Consolidated Financin] Statements—{ Continued
[\ he 31, I8
Gross Gross
Amortised Umrealized U nrealived Ealr ol
Coad o Cand Grainy Lasses Valwr im ACH )
{in millims)
Fixed maiurities, available-for-sale:
LLS, Treasury secunibes pnd oblipations of LS.
wovemment authorities and agencies 5 21,505 5 3 780 5 1001 s 23784 5 0
Oibligations of LS, siates and their political subdivisions
e pel 9,060 76 84 9,692 0
Forei, cernrment bonds
ekl 79 862 16,748 54 Q6,256 [i]
L5, corporate public securities
¥ 76,383 6460 1,232 ElLAI1 (17
1.5, corporate private securities( 1)
F 29974 2122 308 31,788 (22)
Foreign corporate puhlic secunties
= publ 25,758 2784 05 28237 ()
Foreign corparite privale sscuriics
- e 21,383 [0 1,149 20, BR 0 0
Assat-hacked securities 2}
11,759 29 53 11935 (288}
Commercinl mongage-backed securites
12,589 240 125 12,704 i
Residential mort -backed secunties(}
s es3) 4,308 218 14 4532 3)
Total fixed mutunnes, svalable-for-sale(1)
5 292 581 5 33,463 5 4625 5 141 S (337)
wity securitics, available-for-sale
Ry 5 7,149 ] 2,641 5 42 5 9,748
Decomber 31, 2006
Giriss s
Amnrtived Unrvalized Umrealizod Fair
I:'__'u! EJ_I'!l I.m# Vil
{im millisay)
Finved maturities, held-to-maturity:
Foreign povernment bonds
5 839 5 262 5 1] £ 1,101
Foreign corporate i securities
pel 651 71 a 722
Foreign corporate private securinies{ s
- = s &1 4 1] B3
Commercuil morigape-backed securiies
L] i i) o
Residential mortpape-hacked secunties 1)
i i 573 43 i a6
Total fixed maturities, held-to-maturity( 5)
5 2144 £ 180 £ i) £ &

(11 Exelades nobes with amontised cost of $1.450 imBlion | fair valbses, §1,450 mudlion), which have bean oflset with ihe assecialod payobles wader o pellbig agrecien

1) bochedes credit-tanched secantics collaeralized by Joan obligations, sub-prime mongages, auto kas, creldil canks, educatos kams anl olher assa types.

i3] Inchides publichy smided agency prss-thromgh secunties andl collmenlized mongage obligaons

(1) Ropresents the amssumt of unrealited bocses somasmng i AOCL from the impanmsent messirement date. Amonl exchsles S64% million of net smrealued paims on mmpesred
mvailable-for-sab: socurios and $1 millsn of sl unroalived gams on smpasred behd-ln=maturity: sooustics eclaimg S0 champes in ihe value of such socurnilss subsoguend o (e
imapairmmesd imonsuremsent daje.

{31 Fxchades potes with amortiped cost of 54,803 million { lur vabes, 54,805 mullion), wiich have begn offset wiih the associnied paypbles snder & petisng agreemesi

The followeng tahles set fonh the fasr value and gross unrealized losses appregated by investment category and length of time that indavidunl
fixed maturity and equity secanties had been m a continuous unrealized loss position, as of the dates indicated:
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ecemher 31, 2017
L= Tham Twelve Months
Twdve Months wor More Tatal
Lirmas. Ciranss Ciriss
Fair U mrealized Filr Uinreslized Fair Umrealized
ulue Lanses Viulue Lisses Vulue Lenwes
i i i

Fived maturities(1):
L5, Treasury securities and obligations of U3,
{POVErmImEn! nuthorities and APENCIeS £ 31450 5 I8 § 6301 % ENE ] g  wR4l 5 144
Obligations of LS. states and their political
subsdivisinns 4 0 287 6 33 6
Foreign government bonds 4417 55 29317 238 7354 03
U8, corporate public securities 7914 I 6811 304 14,745 414
LIS, comporame privale securitkes 4594 T 2 03 05 169
Foreigm corporate public securities 2,260 21 1,678 78 3938 b
Fareign corporate private securities 1213 20 53139 117 6,552 137
Aszset-backed securities LT 2 Fiuls 8 930 10
Commercial mongage-backed securites 2593 17 2312 74 4805 a1
Residential mortgage-hacked secunties 554 4 286 7 BT 11

Total $ 27615 5 333 05 28336 85 1443 5 55071 5 1776
Equity securities, svailable-for-sale $ 358 'S 23 05 1 5 35 § 29

(h

Ichudes 512 millios of fair valee ond less than 51 million of gross mereabized losses, which sre not reflecied in AOCE on securites classified = hebdio:maturity, os o

Dhegeinbey 31, HOIT.
December 31, Jli
Lesa Tham Twelve Moniha
Twelve AMantha or More Tastul
G G Giruss
Fair Umrealized Fair U nrenlized Fair Umreslized
Vilue Losses Vilme Lauses Value Loases
1in millinna)

Fixed matarities(1):
11.5. Treasury secunties and obligations of 1.8
govemment anthorities and agenicies 5 9345 S 1001 8 0 s 0 5 95 S 1000
Oibligations of LS. siates and their political
subslivisions 2,677 7 19 ] 2606 T
Foreign government bonds 6,076 328 310 0 6,380 354
LL5. corporate public securitics 22803 905 2943 327 25,746 1232
LS. corporate private securitics 9 597 29% 1.9 50 4,093 308
Foreign corporate public securitics 5.1% 162 1047 143 6243 308
Foreign corporate private securiies 6.557 350 A916 Tou 11,473 1,149
Asset-backed securities 2357 20 1581 3 3.938 53
Commercial mongage-backed secuntes 457 123 P 7 4919 j25
Residential mortgage-backed securities 926 12 78 & 1,004 14

Total 5 68613 % 3,205 £ 12250 b 1,420 £ A0Enl 8§ 4625
Exquity secarities, available-for-sale % 67 % a1 % T ] 1 % b40 % 1

i
December 31, Hila

1581

Inchules 812 mullios of [eir vabse aml less than £1 milleos of gross. oercabiced losses, which e ot refllccied e M3CL on securites classfied s hebdsmatunty, as of
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As of December 31, 2007 and 2016, the gross unrealized bosses on fixed matunity securites were composed of 51,470 million and 54,233
million, respectively, related 1o "1™ highest quality or *27 high quality secunities based on the National Associabion of Insurance Commissioners
U NAIC™) or equivalent rating and 5306 million and 5392 million, respectively, related to other than high or highest quality secunities based on
MAIC ar equavalent rmting. As of December 31, 2017, the $1.443 millien of pross unrealized losses on fixed maturity secunities of twelve months
of more were concentrated m US. government bonds, foreign government bonds and in the Company's corporate secunities within the energy,
ity and congumes non-cyelical sectors, As of December 31, 2006, the 51,420 sullion of gross unrealiced losses on fixed matunty securities of
twelve momhs or more were concentrated in the Company’s corporate secunties within the eoergy, utility and capital goods sectors. In accordance
with its policy described i Mote 2, the Company concluded that an adjestmen 1o eamings for OTT1 for these fixed maturity securnitics was not
warranted at either December 31, 2007 or 2016, These conclusions were based on a detailed annlysis of the underlying eredit and cash flows on
ench security. Giross unrenlized losses are primanly atributable 1o general eredit spread widening, increases in interest rates and foresgn currency
exchange rate movements. As of December 31, 2017, the Company did not intend 1o sell these securities, and it was not more likely than not that
the Company would be required 10 sell these securines before the anticipated recovery of the remaiming amomzed cost basis,

As of December 31, 2017, 58 million of the gross unrealized losses on equity securitics represented declines in value of 2074 or more, 85
million of whech hacl been in o gpross unrealized loss posinion for less than six months. As of December 31, 2006, 59 million of the gross unrealized
losses on equity secunties represenied declines in value of 20% or more, $8 million of which had been in a pross unrealized loss position for bess
tham s3x months, In accordance with 15 pohcy descrbed m Note 2, the Company concluded that an adjestment to earmngs for OTT for these
equity securties was not warranted ar either December 31, 2017 or 2016,

The followng table seis forth the amortized cost and fer valee of fixed matunbes by contractun] maturtics, as of the dote indicaned:

Diegembser 30, 2007
Ay aillali be-Toe-Sal o Heehil=-toe Nl atmrity
Amertieed Fuir A tiieil Fair
Cimi Valur Cosd Valar
{in millians)
Fived maturities:
[nee in one year or less 5 8,244 5 871§ 0 5 ]
[Due after one year through five vears 47,967 51,0936 176 183
Due after five venrs through ten venrs 0,445 75,494 65 642
Dhue after ten years(1) 158,139 181,378 262 1,127
Asset-hocked secuntios 11,965 12,233 1] 1]
Commercil mongage-hacked securities 13,134 13,281 i 1]
Residential mortgnge-backed secunties 1491 3645 445 478
Total 5 312385 8§ 6780 § 249 8 2.430
111 Exebmbes pvaslable- loe-sale pobes wiily amoaiieed cost of 52 0660 mullion | G value, 53 6600 mmlbaon ) and Hh]-t.l-mmr_l.- navies wiith mmoniead cosi of 34,627 mallses (imr vbie,

B89 millien), which have hoen edlset wigh the associssnd payabdos umler o etling agrocmest
Aciual mamrines may differ from contractual matunities because issuers may have the nght 1o call or prepay obligations. Asser-backed,
commercial mongape-backed and ressdentin] mertgage-backed secunties are shown separately w the table above, as they do not have a smgle
imalunity date.
The followmg wble sers forth the sources of fixed mamriny and equity security proceeds and related investment gains (losses), as well as
loases o impaimmets af both fixed maturties and equity secunties, for the penods indicated:
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FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued )

Vears Endled Decomber 31,

1m7 i 1%
Ain mllBisns |
Fixed maturities, available-for-sale:
Proceeds from sales{1) 5 4002 % 878 S 27,679
Proceads from matrites prepayments 23,460 19,710 19,559
Giross investment gains from sales and matritics 1548 1,433 2115
Giross invesimeni losses from sales and matunties (700) (545) (340)
OTT1 recognized in earmings(2) (267) {227} [141y
Fixed maturities, hebd-to-maturity:
Proceeds from maturites’ prepayments( 3) % 153 % s g 4%
Equity secarities, available-for-sale:
Proceeds from salesi4) 5 1552 8 3504 8 4,580
Giross investment gains from sales 1187 508 46
Gross mnvestment losses from sales (54) (158) {168
OF L scosaiinl i endie @n (74) (126)

(1) Brscludes 5218 mdlli, 51255 mmilbion and 5138 mal lion ol non-ceh relaiod procesds Fa dhe years esded Deoomber 31, 2007, 2000 anad 2003, respectively,

(el Excdudes i portioen of G111 &l im “Caher comprehensive o s 7 (00T, represenming any dilfennes Berween the T valas of the impairsd dely sequnny amd the
it et Valee of 11s peojoctod Rilune casls flows ot (he time of mpeiment

631 Brmludes S020 e llon, 58 eillon and lew tban 51 million of son-cas rolated proceeds [of the yeam ended Decsimber T1, 2007, 20046 and 2015, prapenively

1) Iclusdes 52 malhon, 52 mallion and 312 million of mon-cash relasod procecds o the years ended December 3, 2007, 2006 and 2005, respoctivedy

The following mble sets forth the amount of pre-tx credit Ioss impairments on ficed mority securties held by the Company for which a
portion of the OTTI loss was recognized in QT and the comesponding changes in such amoaunis, for the periods ndicaied:

YWears Ended December 31,

2007 W0k
{im millioas g
i e e i L 359 3 532
Mew credit loss impoinments 10 a1
Addwional credst loss impamments on secunties previously mmpaired 1 1
Increases due to the passape of tme on previously recorded credil losses 15 24

Reductions for securities which matured, paid down, prepaid or were sold during the

period (58) 1229)
Reductions for securnities impaired 10 fair value during the periodi 1) (13 (2

Accretion of eredit loss impairments previously recognized due o an increase in cash
fMlows expected o be collected i5) {5}
Balance, end of penod

5 39 5 359

T girm where b Compimy desermmed im the curven period that il imends oo scll e seoursy or s moee likely than o gl i will be requined o sell ihe
security befine recovery of e security’s mmonined cost

Trading Acenunt Assets Supparrting Insurance Liokilities

The following table se14 forth the composinion of “Trading account assets suppoming insurance habalities,” as of the dares indscated:
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[ bt 30, 2007 It her 31, 2006
Amurttzed Falr Amortized Falr
Cost or Cosl W alue ot o Tt Walue
(in mniions)
Shon-term invesmens and cash equivalems 5 245 5 245 % 655 5 655
Faxed maruries;
Conporate securities 13516 14,073 13,903 13,997
Commercinl morgage-backed securities 2,094 2311 2032 2052
Residential mortgage-backed secunties(1) 961 i 1,142 1150
Am_:-hucied secunnes| 2} 1,363 1,392 1,333 1,249
Fareign government bonds 1,050 1,057 915 arG
LS. povernment authorities and agencies and obligntions of 115, states 357 a0 130 174
Total fixed maturities 19,841 20,209 19,655 19,850
Equity securities 1278 1.643 1.0a7 1,335
Tetal trading account assets supparting insurance linbilities § 21364 0§ 22097 $ 21407 5 21840

17 Enehedcs pubdsiv-irded apency pass-thaviigh sesuritecs and codlateralumed imofgmgs ol gl

had i

(2} Ieecludis credii-t

SSTIEIES O

lered by srthprime morignpes. o loans, credit cords, education leans. and other zsset types

The net change m unreahized gams (losses) from trading accowm assets supportimg insurance labilives soll held at penod end, recorded
within “Other income,” was 5300 million, 375 million and 5(642) million duning the vears ended December 31, 2007, 2016 and 2015, respectively.

thver Trading Account Assefy

The folbowing table sets forth the composation of “Other truding account sssets,” ax of the dates indacated

1] becr 31, 2017 I b 31, 2006
Amoirtied Falr Amsrtlzeid Fabs
ol ui ol Valwe ol dir Carsl Valie
{im millinns)

Shon-term investments and cash equivalents (3 25 4 25 5 26 5 26
Faxed maturities 3500 1507 3.634 3453
Equity secunties 1,007 1,155 985 1.056
Orther i} T 4 5
Subtotal 5 4,547 4694 5 4 649 4,540
Derivative instruments 1.058 1,224
Total other trading account assets 5 5,752 5 3,764

The net change m unrealized gains {losses) from other tradmg account assets, excluding denvative instruments, siill held at penod end,
recarded within “Other income,” was 5256 million, 5164 million and 5 366) million dunng the years ended December 31, 2017, 20016 and 2015,

respectively.
Corcentrations of Financiel Tnstranenis

The Company monstors 16 concentrations of financial instruments and mitigates credit nak by mantaning a diversifed investment portfolio

which limils exposure to any one 1ssuer,

As of the dates indicated, the Company™s exposure 1o concentrations of credit nisk of single 1sswers greater than 10%% of the Company s
stockholders” equity inchsded securitics of the LS. povernment and certain US. povernment ngencies and securitics punranteed by the LS.

wovernment, &t well as the securities disclosed below:
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FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued

December 31, 2017 Deecember 30, 2006
Amuriised Fair Amunikeed Falr
sl Valiix sl Vol
i mlllbems
Investments in Japancse government and government agency securifies:
Frxed maturties, availahle-for-sale 5 64,628 £ TeiIN S Al 240 5 7308
Fuxed maturities, held-io-maturity B 1,003 BlS 1,075
Trading account assets supporting insurance liabilitics 657 66T 517 550
Onher trading account assels 23 23 13 16

Total
5 66, 152 5 TRId S Gl ol % 74602

hecember 31, 2007 Ihecember 31, 2006
Amoriised Fair Amortized Fair
Caist Value LETT Valus
dim milliemy )
Investmients in Souih Korein government and gavernment agency
securities:
Frxed martunities, available-for-sale 4 Q425 L1 10989 5 T.581 5 Q435
Fixed matunities, held-io-manurity o o 0 0
Tmding account assets supporting insurance labilites 1% 15 A4 44
Oither trading account assets [i] [ 0 0
Total 5 G440 5 ILOK S 765§ 9479

Commrerclal Mortgage and (Wlver Lintns

The followmgg table sets forth the composition of “Commercial morigage and other loans,” as of the dates indicatesd:
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Notes 1o Consolidated Finanein] Statements—{ Continued

Decemiscr 31, 2017 Decembier 31, 2006
Ameunt e ol A ieai e ol
{im millinas Tedal in millinns) Total

Commercinl mortgage and agriculiural property loans by property type:
Office £ 12670 229% 5§ 124 23.9%
Retail 8543 15.5 5,555 165
ApurimentsMulti-Family 15465 8.0 13,733 264
Ivdustrial 9451 | 8075 155
Hospimlity 2,067 37 2,274 4.4
Other 3,688 7.0 3966 75

Total commerial TR loans 57 184 42 49027 041
Agricultural property loars 3,203 58 2,958 57

Total commercial morgage and agricultural property boans by propery

type 55287 100.0% 51,985 1000
VYaluation allowance L100) 98)

Total net commercinl morgage and agricultural propenty leans by property

type 55 187 51887
(riher boans:
Uncollateralized loans 663 638
Residential property loans 196 52
Other collateralized loans 3 i

Total other loans B6d OiM)
Waluntion allowance (&) (%)

Total net other loans T §92

Total commercial mortigage amd other loansi 1] g S6,04% % 42770

i1} bxhades [oans hold for sale whoch are carmed ol B vahie and are collseratized primandy by spariment complexes. As of December 11, 3017 and 200 &, e net canrvmg vakse ol
these kuins waes $59% miltion aml £5 1% million respectively.

As of December 31, 2017, the commercial morngage and agneultural property loans were geographically dispersed throughout the United
Stanes (with the largest concentranions in Califormia (27%), Texas (9% and Mew York (9%)) and ncluded loans secured by propenies in Europe
(6%} nnd Asin {1%3).

The following whles set fonh the activity in the allowance for credir losses for commercial mongage and other loans, as of the dates
indicaped:

December A1, 2017

Cummersial Apriculiural sl miial Cribsr
Morigage Froperiy Proporty Collatcraliced Ungullutoralicod
Luams Laans Liramy Laoams Lasans Talal
(i millinn}

Allowance Tor evedit losses:
Balance, beginning of year 5 % % 2. 3 z 3 o % i 5 106
Addition to (release of) allownnce for
loryes 2 1 i ] in [
Charge-offs, net of recoveries (1 ] [i] 1] 0 {1y
Change in foreign exchange 0 i] [1] 1} 1]

Total ending balance 5 @7 & 3 5 1 5 1] 5 5 5 106

1§

559/705



EDINETOOOO
o o o o {0 e K )

ooooOoog
Table of Contents
PRUDENTIAL FINANCIAL, INC.
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December 51, 2016
Commercial Agriculivral Residemtial by
Murigage Pruperty Proporty Callsteralised Ungollateralkzed
Loams Laans Laamis Loams Laans Tartad
{in milliona )
Allowanece lor eredit losses:
Balance, beginning of vear 5 07 % 2 5 3 5 o 5 1] 5 112
Addition 10 (release of) allowance for
lonses 0 0 (1 0 (5) (6)
Charge-ofs, net of regovenes in i 1] 1] 0 i1y
Change in foreign exchange [ 0 0 1] 1 1
Total ending balance < a6 % R : A | 0 5 i £ 104

The fellowing tables sct forth the allowance for credit fosses and the recorded investment in commercial morigage and ether loans, as of the
dates indicated

December 1, 2017
© ial Agriculturs) Revidential Hher
Martgage Praperty Preperey Caltaterulised Ungoltaterabized
Laans Loty Luams Luany Loany — Toml
im milliops b

Allowanee Tor eredit losses:
Individually evaluated for impaiment g 7 5 i 5 [ L1 i3 5 1] 5 7
Collecuvely evaluted for unpainment o0 3 1 1] 5 9

Total ending balance( |} s 97  § 3 5 I 1] 5 3 5 106
Recorded investment(2}:
Individually evaluated for impaimment g 7% 1 39 1 [i] L1 1] 5 2 ] 116
Collectively evaluted for impairment 52,009 3,164 156 5 i 56,035

Tonal ending balance]l ) 5 sapR4 0§ 3,203 5 196§ 5 5 X § 56151

i1 As of Devember 31, 3007, there were no loess acquired wills deterormiod credis gualsy

{21 Regorded snvestment reilecis the canmvang vabs: gross of selsted allvwence

Meeenher 31, 21k

Commercial Agriculiural Hesidemtial Chber
Murlgage Pruperiy [ Cullateralied Unignlbtiralized
Luoass Lasmns. Lizans Laams Luans Tustal
{im millinns)

Allowance for eredit losses:
Individually evaluated for impaimeni & $ i 5 ] ] 0 5 [} L1 [
Collectively evaluated for impaimment a0 2 "] & 1003

Total ending balance{| ) [ Gt 5 ¥ 5 2 5 1] 5 [ 5 106
Recorded investment(2):
Indwvidually evaluated for mpammen g 116 g an 5 n 5 0 5 2 5 148
Collectively evaluated for mpaimment 48911 2928 252 10 636 52937

Total ending balance( 1) 5 49027 § 1058 2§ 252 0§ w5 638 5 52HES

i1 Ms ol December 31, 20006, there were no losss sogamed wills deterseoroiod aodit quality

121 Recorded imeestment retlecis (e carmying vabse gross of relsted allowamce

The following tables st forth certain ke eredit quality indicators based spon the recorded investment gross of albowance for eredit losses,
as of the date mdiganed;
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FRUDENTIAL FINANCIAL, INC.
Notes o Consolidated Financinl Statements—{ Continoed )

Commercial mortgage loans

[heccen e 31, 23007
Dbt Serybee Covernge Rathn
>IX LN fo<].2X < LAX Tatal
iin maillisens
Loan-to-Value Ratio:
(Fa-59.50%,
5 Jnosz 8 6h3h 5 251 8§ a7
BP0 9%
13,658 530 121 14,30
TG T9 o
904 14 29 0,537
B0 or greater
a3 54 119 2064
Total commercial mortgage loans
5 49827 § 1,737 5 520 5 52084
Agriculiural properiy loans
Deceniber 31, 2017
Debi Service Coverage Hatho
=LIX 1AV e <1 2% ol LAY Tatul
{in milliomsj
Loan-to-Value Hatio:
15-59 B,
5 20988 8 170 5 5 % 3163
=69 90
40 0 0 40
TOra-T9 008,
0 L] 0 1]
B or greater
i L] i [i]
Total agriculural property loans
5 3028 5 170 5 5 § 3203
Total commereial morigage and agriculiural property loans
December 31, 207
ke Service Coverage Hatin
LXK LOX e =125 < |.8X Tatal
dim millinmsp
Loan-to-Yalue Ratio:
0%46-59.599%,
5 330m 5 B9 5 256 § 34,135
GOF-65 00t
13,698 530 121 14,349
Tlrfe-T9. 908,
5,90 214 9 6,537
R or greater
3 54 e 20
Total commercial mortgage and agriculiura] property haans
5 52,855 § 1,907 5 525 & 55287

The following tables set forth certain key credin quality indicators based upon the recorded investment gross of allowance for credit losses,
a5 of the date mdicated:

561/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn

FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Finaneinl Statements—{ Continoed )

Commercinl mortgage lnans

Decensher 31, 206
et Servlce Covernge Batbs
*1.2X LOX s <].2X < 10X Tatal
fim milliomsy
Laoan-to-Value Ratio:
a-59 00y
5 28131 S 446 5 626 8§ 15203
6rte-69.99%
12,608 401 15 13,124
OG- 79 G0y,
5,383 ] 1] 6,133
80 or greater
a7 62 132 567
Total commercial mortgage loans
5 46495 5 1603 5 929 5 49,027

Agriculiural property loans
Decembor 81, 2016
Dt Service Covernge Ratin
=12X LN i <1IX = LN Total
fim millinns)
Loan-to-Value Ratio:
U590t
5 2803 S 114 3 17 5 2934
-6 oty
4 1] L] 24
T T Oy
0 o 0 0
807% or greater
0 0 0 0
Total agricultural property loans
5 2827 S 114 5 17 S 2958

Total commercial morigage and agriculiural property lomns
December S, 206

A
Dl Sorvice Coverage Ratin
12N T e =118 = 10X Tutal
fim il
Loan-to-Value Ratio:
=55, 0ty
5 g9 5 ] 5 i3 5 32137
Ge-65 9%,
12,632 4l s 13,148
TP a=-T9 9%
5383 604 56 6,133
8% or greater
373 62 132 567
Total commercial mortgage and apriculisral property loans.
5 49.3¥2 8§ 1717 5 G50 5 51 985

The followmg tables set forth an agmg of past due commercm] mortgage and other bans based upon the recorded mvestment gross of
allowance for credit losses, as well as the amount of commercial mortgage and other boans on non-accrual smatus, as of the dates indicated;
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FRUDENTIAL FINANCIAL, INC.
Notes o Consolidated Financianl Statements—{ Continued )

Decomisee 31, 2017

H-5 Days w1 Days :‘:‘nl::"l‘n:: Total I'ast Tetal Seon=Aeorasl
Curreni st Ehie ast e [hurd 1) [ Luoams Sinmiusi Ip
jin millisns)
Commecilmonguge nn: ¢ SARE 8 0 s 0 s 0 s 0 s s2084 S 7
Agriculral property loans 3.201 0 o 2 - 303 23
Tepteniy’ propany lowss 191 3 0 2 5 196 2
Other collareralized loans 5 0 0 0 o 5 o
Ancoltasseslioed lowns 663 0 0 0 0 663 0
Total 5 56,044 8 3 ] i 5 4 % 7 £ 56,151 § 0ty
i) As of Decomber 21 3007, thore wene e lans in s calopory sccnaing fnlerest
121 Foa sdditionnl information regandisg the Compamy®s policies for scenung infenest om boans, sec Nobe 2.
Decembser 31, T016
90 Days ur
-5 Days -4 Days More Pass Toital Past Tutal *on-Accrmal
LCurrent Past Dhue Past [e aeil) e Loams SentusiIy
i i Bans
Commernil morgage KanK i 00 S 2 3 0 3 0 s 21 s 407 S 49
Agriculnarsl property loans 2.956 0 0 2 2 2,958 2
Rasidental property lows 241 7 1 3 1 252 3
Other collareralized loans 10 0 0 0 0 10 0
Uncollateralized loans &35 0 0 0 0 638 ]
Toinl s 528851 s % s IS s s a5 sigss s 54

10 As off Devomibser X1, 2004, there were oo keans im this calepory acoming mlemesy
(2] For miditenal imfimmasion regandng the Company's podacies for accning inicrest om bans, seo Mot 1
For the years ended December 31, 2007 and 2006, there were no commercial mongage and other loans scquired, other than those through

direct origpnation and there were 52 mulbion and 50 million of commercial mortgage and other loans sald, respectively, ather than those classified
as held-for-sale

The Compuny’s commercial morignge and other loans may occasionally be ivelved in a roubled debt restroctuning. As of December 31,
2017 and 2006, there were 50 million and 547 million, respectively, of new troubled debt restructunings related (10 commercial mongage and other
loans with pavment defoults oo loans that were modified ns o troubled debt restrocturing within the twelve months preceding. As of both
December 31, 2007 and 2006, the Company had no sipnificant commitments o provide additional funds 1o borrewers that had been invalved moa
trovhled debt restructunings. For addinonal mformation relating to the accounting for troubled debt restructurmgs, see Note 2,

As of December 31, 2017, there were 55 million of private debt commitments 1o provide additional funds o bomowers that had been
nvedved m o troubled debd restiructuning.

ihher Lowug=Term Investiments

The felbowsng table se1s foeth the composition of “Other long-tenm investments,” as of the dates indicated:
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Notes 1o Consolidated Finaneial Statements—{ Continoed )

Decembeer 31,
1007 Hilg
Ain millisna
Joine venrures and limited pannerships:
Private equity 5 4,280 8 4,059
Hedge funds 3222 206l
Real estate-retared 1218 1201
Total pomt ventures and limited partnerships. k.720 f.010
Real estate held through direct ownershipi | ) 2409 2,195
Oihen2) 1,178 1,078
Total other long-term myvestments 5 12308 % 11,283
(11 Asof December 71, 2007 and 2006, mal eame beld theough dirct swneshp Bad mongape debn of 5799 millom and 365% pmllion, pespectively
21 Prmady imelodes stibégic invediiiants iads By i Tt ] of Tveiagald leases, aiemilien and sty stock held in s Faderal Honis Laoas Baskos al Mew

York and Boston pred cortam derivatives. For adkditional olosnstion repuding the Company's boldings in the Federnl Home Loan Banks of Wew York and Bostom, see Note [4.

In certmin investment structures, the Company's inveumen management business ivests with other co-imvestors in an mvestment fund
referred to s a feeder fund. In these structures, the mvested capital of sevenil feeder funds = poaled together and used to purchase ownership
interests m another fund, referred to as a master fund. The master fund utilizes this mvested capital and, in cenain cases, other debr financing, w
purchase virious classes of assets on beball of ns mvestors. Speculizsd industry accounting for imvestment companies calls for the feeder fund to
reflect is invesiment an the master fund as a sigle net asset equal 1o s proporsonate share of the ne assets of the master fund, regardless of s
leved of intevest i the master fund. In cases where the Company consolidates the feeder fund, it retmns the Feeder fund s net nssel presentatson and
repans the consolidared feeder fund's proportionate share of the net assets of the master fund in “Other long-term investmenes,” with any
unaffilinted investors” non=controlimy iterest i the feeder fumd reported in “Chher Liabilines” or “Noncontrolling mterests.” The consohdated
feeder funds” investrents in these master funds, reflected on this net nsset basis, toialed $451 million and $216 million as of December 31, 2017
and 2016, respectively, There was 53 10 million and 593 mallion of wmaffilinted interest m the consolidated feeder funds as of December 31, 2007
and 2016, respectively, and the master funds had gross assets of 382,126 million and 536,279 million, respectively, and gross liabilites of $79, 185
malhion and 534,850 mulleon, respectively, which are not icluded on the Company s balance sheet

Equity Method Jnvestmenis

The following mables set forth summanzed combined financial information for significant ot venmares and limited partnership imeresss
accounted for under the equity method, ineluding the Compaiy™s ivestinents in operating jone ventines that are described i mone detail o Note
7. Changes between peniods i the wbles below reflest changes in the activinies within the joint ventures and hmited partnerships, as well as
changes in the Company’s level of invesiment in such entities,

Desember 31,
nn? 2ikle
(in millinns)
STATEMENTS OF FINANCIAL POSITION
Total assets(l ) & 62301 % 59 897
Taotal Liabalities(2) 4 15235 % 14,787
Partmers” capital 47067 45110
Toual Linbilities and panners’ capital 5 62292 % 50,897
Taotal linbalinies and pariners” capital included above 5 5515 % 5138
Eqquity in limited panmership interests not included above G 592
Carrying value 5 ﬁ,:L ] 5727

11 Asseis exemant promanly of mvesameats in real ealal, mvesiEsnis m saciies sl ohet imiseellassoin wets,

2] Lishihities consist pramariby of thand-party-bomowed fumds, seconties repurchase agr s anad otker miscedl lmhils
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FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued

Vears tul_v._*_-l 13 i 30,
b1} il 2kl 2014

i il s

STATEMENTS OF OFERATIONS
Total revenue(1} 5 6392 5 5360 5 4.356
Total expenses(2) {2,300} {1.995) {1,803)

Met eamings (losses) 5 42 % 3365 % 2,453
Exquity in net eamings (losses) meluded sbove 5 w09 s 247 5 216
Equity in net eamings (losses) of limited parmership interests not included above 123 103 32

Total equity in net camings (losses) 5 532 % 50§ 248
{1} Hevenus consssis of incomme from invesoment s i real csiste, amvestmenis in sceiries @ other inomme
1) Expemses consing pramarily of miored ospense, mvestmond masspomsl oo, salary axpomss anil sither oyposes.
Nt fovestment Tncenne

The followng talle sets forh “Net investiment incoime” by investment type, foe the periods indicated:

Wears Ei 3
'y i 2%
(im milllivon b

Fixed maturities, available-for-sale( 1) s 11452 3 10,920 5 10,347
Fixed maturitics, held-to-maturitvi 1) 215 208 202
Equity securitics, available-for-sale 377 b6 337
T'mding account asscts G20 Q56 1,205
Commiercial mongage and other loans 2267 2.243 2255
Policy loans 617 627 619
Shon-term investments and cash equivalents 203 145 56
Ortheer long-term investments 1,117 731 717

Giross investment income 17,198 16,226 15,738
Less: mvestment expenses {783) (706} [y

Net investmend meome 5 16435 § 13,320 5 14, 829

01 beehuds imeome oh creda-Biked motes winel are werinitead o e i Tissmineaald statdiven) D iogiiis an relaicd surfplus nolcs, as comdibons ae met fop 1l,|,;1|1 W Tt

The corrving value of non-income producing assets ncleded ST1E milhon inoavailable-for-sale fxed matwrimes, $22 millian m wadimg
account assets supporting insurance liabilitses, less than $1 million in other rading account assets and less than 51 million in other long-term
wvestments as of December 31, 2017, Non-income prochicing assets represent mvestments that have net produced income for the pwelve months
preceding December 31, 2007,

Realizead Fnvestanent Coaing (Losses), Ner
The folboweng table seis forth “Realized investment gaing {lesses), net,” by investment type, for the periods indicated:
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W ers Endel December 31,
2017 2016 2014
Ain milfionsj
Fuxed marurities.
5 581 8§ 666  § 1,634
uit 5
il e 1,066 R 451
Commercinl mongage and other loans
T0 35 a7
Investmient real estate
) : : 12 15 A0
Joint ventures and limted parmerships (23) {54) (122
Denvatives{ 1}
(L.275) 1,175 1.970
Oither
1 1 15
Realized ivestment gams (losses), net
5 432 8§ 2194 S 4,025
(1) Tsehuddes the Bedped riems offset = quallying las valus balge scdounting relalionabeg.
Net Unrealized Gratns {Losses) ow Tivestments
The follewing table seis forth net unrealized gains (losses) on invesiments, as of the dates indicared:
Decembar 31,
T ol 115
lin millinns)
Fixed maturity secuntics. available-for-sale—with OTTI
5 286 5 312 5 234
TFaxed maturity secunties, available-for-sale—all other
34109 28526 24673
Equity securtes, available-for-sale
2,027 2,593 2427
Derivatives desipnaied as cash flow hedpes( 1)
% (393 1306 1,165
Other imvestments(2)
15 20 (25)

Met umrealized gains {losses) on investments
5 In3%E S Ix132 % 28474

=1

(1] See Note 21 oe peee milvemainon om cas s hedpes

121 Ax of Dooomber 30, 2007, there were no nel wroabicod kowses on holdsbosmalurity socurites 1ha were previowsly smmsforred from svailabdesforsabe. Inclodies nol unroaliced
gmms o1 cenisan joint vemiures thal are sbmiegsc m mabure and se incloded i "Oihor pesets.™

Reparchase Agreements aied Securittes Lending

In the normal course of business, the Company sells securities under agreemients o repurchase and enters into secunties lending
transactions. The followang table sets forth the compositon of “Securites sold under apreements to repurchase,” g of the dates indicated:
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LS, Treasury secunities and obligations of LS,
govemment authorities and apencies

11.5. comporate public securines
Foreign corporate public securnties
Residential mortpnge-backed securities
Equity securntics
Total securities sold under agreements 1o
repurchase( 1)

FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Finaneial Statements—{ Continoed )
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December 31, 2017 [heeemiher 31, 2006
Hemubaing Cemiraoiual Maburiies of Hemabning Comiraciwsl Maiwribles of
the Agrcmeais the Agrecscnts
Dernight & Dhernipghi &
Cunlinuoss Lij bir 30 Dhays Tustal Cundis s L bu 30 Bhays Tadtal
il milions) il bl
5 91§ 7M8 § 820 § 950 § 6417 $ 7367
1 a 1 1] 0 1]
1] 1] 1] [i] o
1] 139 139 (1] 233 233
o o 0 0 0 0
5 212 5 T4 5 EAM 5 956 5 6650 5 7606

(11 The Compasy did not have agreements wrih nemaining contractus manuies of ity days or grester, s of the daies indicated.

The follswing table sets forth the composanon of “"Cash collateral for loaned secunities™ which represents the Lability 1o return cash
collateral recerved for the following types of secunties loaned, as of the dates indicated:

1S, Treasury securities and obligations of LS.
govermment suthontes and agencies
Obligations of LS, sates and their political
subdivisions
Foreign government bonds
LIS, corpornte public securines
Forgign corparste public sccuntics
Residential mongage-backed secunities
Equity securities
Total cash collateral for loaned secunitesi 1)

Dvwember 31, 2017

December 11, 206

Remakning Contracteal Matwrigies
af the Agreememis

Remaining Contraciual Naturiries

of the Apreensrnds

Orvernight & Chermight &
o tinons. l.llh-.iID_lE TII'I]_ i oniimna, Up o .lﬂ-lhrl Tvind
{in millions g {im i

3 87 5 35 5 12z 5 9 5 g -5 9
1063 i 103 18 L 18
335 ] 135 g LI} T
2941 0 2,961 2731 L] 2,731
635 0 633 TE6 0 TEG
1] i} [H] 55 T4 129
178 f 178 181 0 3Bl
5 4,319 5 EL -1 d,35% 3 4,250 5 T4 8 4,133

(13 The Composy did na have apreemends with remaining contrachial maniovies of iy davs o preater, o ol the dates indicatad

Kecurithes Pledged, Restricted Assets and Special Deposits

The Company pledges as collateral investment securities it owns 1o unaffiliared pamies through cerain wansactions, incleding securities
lending, securities Lold under agréements to repurchase, collateralized bomowings mid postings of collateral with dervative counterparics. The
following table sets forth the carrying value of invesmments pledged to third parmes, as of the dates indicated;

194

567/705



EDINETOOOO
o o o o {0 e K )

oOoOooodn
Tahls of Conteniy
FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financial Statements—{ Continoed )
Devemiber 31,
ot s
{im milliowsp
Fixed marurities 3 13303 3 11393
Trading account assets supporting insurance liabilines 65 47T
Oither trading account assets 1 e
Separate account assels 29492 1386
Equity securities 17 £l
Total sccunities pledged 5 16836 5 15.626

The followimngg table sets forth the carmyimg amount of the associated labilities supported by the pledged collateral, as of the dates indicated:

Eerymlier 31,
W7 G

(i milliomsy
Secunities sold under agreements to repurchase 5 400 S T My
Cash eollateral for loaned securities 4354 4333
Separate account liabalites EN LR 3462
Policyholders” accoum balances( 1) 436 1,001
Tonal labilines supported by the pledoed collmeral 5 [5a 5 16,4032

i1} Represents amourrts sugporimg outstanding fofn g agreements.

In the normal course of its business activities, the Company accepts collateral that can be sold or repledged. The primary sources af this
gollateral are securities in customer nccounts, securities purchased umder agreements o resell and postings of collateral from OTC derivative
counterparites. The foir value of this collateral was approximaiely 55,126 million as of December 31, 2017 {the largest components of which
nglude 5599 mmlhon of securities and $4.527 mulhion of cash from OTC dervatve coumerparties) and 57,185 mallion as of December 31, 2016
{the larpest components of which inclede $1.595 million of securities and 55,590 million of cash from OTC denvative counterparties). A portion
of the aforementioned securities, for both periods, had edther been sold or repledged,

Assets of 573 million and $7% million at December 31, 2017 and 2016, respectively, were on deposit with governmental authoritics or
trustees, inchiding certn resticted cash balances and secunnes. Restricted cash and secunties of 545 million and 554 mullion at December 31,
20107 and 2016, respectively, were included in “Oiher assers.” Additionally, assets carried at 5335 hillion and 533 hillion st December 31, 2017
and 2016, respectively, were held in a trust eseablished for the benefit of cenain pelicyholders related to a reinsurance agreement between two
wholly-owned subsidianes. Assets camied at 5604 million and $605 million at December 31, 2017 and 2016, respectively, were held m voluntary
trusts established primanly o fund guaranteed dividends io cenain policyholders and wo fund certin employes benelits, Secunties restricted as to
sale amounted to 359 million and $8% million as of December 31, 2007 and 2016, respectively. These amounts include member and actvity-based
stock mssociated wilth memberslips i the Federal Home Loan Banks of Mew York and Boston.

5 VARIABLE INTEREST ENTITIES

In the normal course of its activiies, the Company enters into relationships with varions special-purpose entities and other entities that are
deemed to be vannble interest entities (“VIEs™), A VIE 15 an entity that either {1} has equity investors that lack certmin essentinl chamgtenistics of a
controlling fimancial interest (imcluding the ability to comrol activities of the entity, the obliganon o absorh the entity’s expected losses and the
nght to receive the entty's expected residual retums) or (2) lacks sufficient equity 1o finance its own activities without financial support provided
by ather enties, which in tum would be expected to absorb at least some of the expecied losses of the VIE,
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The Conxpany s the primary beneficiary if the Company has (1) the power 1o direct the activities of the V1E that most significantly impact
the economic performance of the entity and (2) the obligation 10 sbsorb lesses of the entity that could be potenually sigmficant o the VIE or the
nght to receive benelits from the entity that could be potentially significant. 1§ the Company determines that it is the VIE's primary beneficiary, it
consolidates the VIE,

Cenrseliclated Variahle Interest Entities

The Company is the nvestmen: manager of ceram assel-backed investmenmt vehicles, commonly refemed o as collateratized loan
obhgatons (“CLOs™), and ceran other vehicles for which the Company earns fee meome for mvestment management services, The Company
may sell or syndicate mvestments through these vehicles, principally as part of the strategic investing activity of the Company s asset management
businesses. Additionally, the Company may invest in securities issued by these vehicles. The Company is also the investment manager of certain
investment structares whose beneficial interests are whally-owned by consalidated subsideries.

The Company has analyzed these relatonships and determined that for certamn CLOs and other mwestment structures 11 15 the primary
benefictary and consolidates these entities. This analysis includes a review of (1) the Company’'s nghts and responsibilities as mvestment manager
and {2} vanable mterests (1 any ) held by the Company, The assets of these YI1Es are restracted wnd niast be wsed first 1o settle hnlalines of the VIE,
The Company is not required o provide, and has not provided, material financial or other suppon 1o any of these VIEs.

Addstionally, the Company 15 the prmary beneficiary of certain VIEs i which the Company has invested, as part of s vestment
activities, but for which it 1s not the investment manager. These include structured investrments issued by o VIE that manages ven-denominated
mvestments coupled with cross-curmmency coupon swap agreements thereby creating synthetic dual currency wvestments, The Company’s
involvemenl i the strucluring of these investments combined wath its economic interest indicates that the Company is the primary beneficiany.
The Compasiy has not provided material financial support or other support that was not contrmetually required 1o these ViEs.

The table below reflects the carrying amount and balance sheet caption in which the assets and liabilities of consolidated VIEs are reported.
The labilines primarily comprise obligatians under debt instruments issued by the VIEs, The creditars of these VIEs do not have recourse to the
Company in excess of the assets contained within the VIEs.

Consolidated VIEs for
Whilchs ibe Company b the

Inveatmicnt Manager(1} Other Comsalidated VIEs
Dhecembier Y1, Dhevemnber 31,
2017 ik 017 Bl
fin millions)

Fuxed marurities, available-for-sale % [t £ 65 5 275 £ 268
Fixed marunities, held-to-maturity 51 31 10 TR
Trding account assets supporting insurance linbilities 0 0 9 g
Dither trading account assets 1,652 2,140 & a
Commercial mongape and other loans 617 503 (1] 0
Orher long-term investments 1.3%9 1.083 o7 114
Cash and cash cquivalents 164 618 1] 1
Acerued investment income T L 4 4
Onlver assets 440 424 150k 1
Total assets of consolidated VIEs 5 4421 5 4924 5 1,345 % 1,181
Notes issued by consolidaed VIEs(2) 5 1,518 L 2150 % 1] 3 0
Onther liabilines 433 il 1] 7
Total Liabilities of consolidated VIEs 5 1951 $ 2% S 1] 5 7

{11 Totl assets of consodidated VEEs reflert $1,716 nallion and $1.386 million s of Deommber 31, 2007 ood 2016, respectively, related o YIEs whose benefivial intersts are
wiholiy-ovned by conaelidane d subssdisrics

(21 Hevoums s limsted i the awels of the respectvg VI sl docs nol catesd 1 the genetal credil of ihe Comgany’, As of Deceriber 1, 3007 amd Decomber 11, 2006, the maliiriies
of these ohligations wore grester tham five years
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Uneonsolidated Variwble Tnterest Entities

The Company has determined thot 11 is nod the primary beneficmry of centmin VIEs for which it 15 the mvestment manager, These VIEs
consisl primanily of CLOs and invesmment funds for which the Company has determined that it is not the primary beneficiary as it does not have
tasth {13 the power 1o direct the activities of the VIE that most sigmificantly impact the economic performance of the entiry and (2) the obligation to
absorh losses of the entity thar could be potentinlly significant 1o the VIE or the right to receive benefits from the entity that could be potentially
sigmificant. The Company’s maxmmam exposure 1o loss resulting from 11s relationship with unconselidated VIEs for which it s the mvestment
manager is limited 1o its imvestment in the VIEs, which was 51,003 million and $315 million a1 December 31, 20017 and 2016, respectively. These
nvestments are rellecied 1o “Fixed maturrhes, avimlable-for-sale,” “Other triding account assets, ol fair value”™ and “Other long-tarm investments,”
There are no liabilities associated with these unconselidated VIEs on the Company's Consolidated Statements of Fiancial Positon.

In the normal cowrse of its actvities, the Company will mvest in jomnt ventures ond lomited parinerships. These ventures mclede hedpe
funds, private equity funds and real estae-related funds and may or may not be VIEs. The Company's maximum exposure 0 loss on these
investments. bodh VIEs ond non-VIEs, 1s hmited o the amount of its mvestment. The Compuny has determmed that it 15 not required to
consolidate these entities because either (1) it does not control them or (2] i1 does not have the obligaton o absorb losses of the entines that could
be potentinlly sigmificamt 1o the entities or the nght 1© receive benefits from the entities that could be potenually significant. The Company
clnssifies these invesments as “Oiher bong-term invesiments”™ and s maximum exposure 1o loss associabed with these entities was 58,720 million
and 58,010 mallion as of December 31, 2007 and 2016, respectively.

In addition, in the normal course of s acuvines, the Company will invest in struciured mvestments incheding YVIEs for whach it s not the
mvestment mamager. These struciured ivvestments tvpacally invest m fixed income mvestments and are managed by third parties and include
mssel-backed secunties, commercial morgage-backed secuniies and residential mongape-backed secunities, The Company's maximum exposune
o loss on these structured investments, both VIEs and non-V1Es, is hmited to the amount of its investment. See Mote 4 for details regarding the
enrrying amaunts and classification of these assets, The Compary has not provided material financial of other support that was not contractunlly
respuired to these stroctures. The Company has determined that 1t 1s not the primnry beneficinry of these stmectures due to the fact thar it does not
control these amines.

6. DEFERRED POLICY ACQUISITION COSTS

The balances of and changes in DAC as of and for the years ended December 31, are as follows:

it e 201
iim milllinns

Balance, beginning of year § 17661 5 16718 5 13871
Capitalization of commissions, sales pnd ssue expenses 2820 2 EdS 2653
Amortizaon—Impact of assumption and expenence unlocking snd mue-ups 247 445 IR0
Amortizason—AaAll other {1.827) (2,322 (24007
Change in unrealized investment gains and bosses (190) (199) 47T
Foreign currency manslation and other 281 174 (263)

Balance, end of year g 18092 £ 17661 '8 16.718

T INVESTMENTS IN OPERATING JOINT VENTURES

The Company has nude investments in certamn joint ventures that are strvtegic in natore and made other than for the sole purpose of
generating mvestment income. These investments are accounted for under the equity method of accounting nnd are incheded in “Other assets™ in
the Company’s Conaolidated Statements of Financial Position, The earmimpgs from these investments are included on an after-tax hasas in “Equity i
eamings of operating joint vemiures, net of txes” in the Company’s Consolidated Statements of Opemtions. The Company has made these
investments through s nvestment Management and International Insurance sepmends, and i3 Corporate and Other operaiions, The sunimaneed
financial snformation for the Company s operating jomnl ventures has been meluded i the summaneed combimed fimancial mfvrmaton for all
significant equity method mvestments shown i Note 4.

The following mable sets forth information related to the Company’s investments in dperating joint veniures as of, and for, the years ended
Mecember 31:
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7 6 2005
(i sl lsoens )

[mvestment in operating jomi veniures 5 1483 5 994 534
Dividends received Mrom operating joint ventures 5 63 S 60 5 27
Afer-tax equily in eamings of operating joint ventures % 9 5 B 5 15

The wcrepse in investment in operating joant ventures foe 2006, compared 1o 2005, primantly reflects the ingact of the Company’s
investment in AFP Habitat in Chile. The increase in invesiment in operating jeint sentures for 2017, compared to 2016, primarly reflects the
impnet of the Company”s investments in Enterprige Group Limeted in Ghana and CT Cosp in Indonesin

For the years ended December 31, 20017, 20016 and 2015, the Conpany recognieed 536 million, $32 mullion and $34 million, respectively, of
asset management fee income for services the Company provided to these operatimg jomt ventures.

B VALUE OF BUSINESS ACQUIRED

The bulances of and chunges in VOBA as of and for the vears ended December 31, are s follows:

007 2016 LI E]
i milliansy
Balance, beginning of year 5 I3 3 28X 35 183
Aviswertization— Impact of assumption and experience unlocking and mus-ups {56} {246} 128
Amortizanon—All other (311} {351) (385}
Change in anrealized ivestment gaims and bosses (456]) {112y 214
Interest TS 81 #h
Fargign currency translat:on 25 114 (5T)
Other i 0 [
Balance, end of year £ i590 $ 2314 % 1304

Thee followmg table provides VOBA balances and the weighted average renuning expected life for the vear ended December 31, 20107,

Weigh ied Ay erage
VOBA Remaining Expestod
Balap: Life Im Years
1% in millions)
ClGNA $ 223 12
Prudential Anmnnes Halding Co 5 38 5
Ciibralear Life § 1,178 9
Aaba Life 5 1] 7
e Hartford Life Busingss 5 145 9
Cirbraltar BSN Life Berlad 5 T 8
The following tble provides the interest nocrual rates varying by acquisition for the vears ended December 31,
7 oin i s

ClIGMA 6.40% L1 Gty
Prudential Anmunes Haolding Co. 3.96% 600 603%
Giibraltar Lafe 1.28% w 28TW 128% w 28T 128% w 28T
Awba Life 2600 2 6% 2600
The Harnford Life Business 3000 w0 617% 300% w607 300% w617
Gibralar BSN Lifie Berhad 407 w 551% 407% w  5.51% 407 w  531%
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The following table provides estimated future amortization, net of interest, for the periods indicated.

2R 201 Tirkn Bkl FLEH

Vin milions)
Estimated future VOBA amortization $ 204 5 182 5 164 5 152 5 138
4, GOODWILL AND OTHER INTANGIBLES
The changes in the book value of goodwill by area are as follows:
Imvestment Imternatinm]
Retircmsns Managenignd Insurance Tutal
jin milibona)
Balance at December 31, 2014;
Ciross Cooodwill 5 424 5 235 5 152 5 Bl
Accumulated Tmpairment Losses 1] 0 L L)
Net Goodwill 444 235 152 831
2015 Activity:
Acquisinons 1] 0 1] 1]
Cnher(1) ] i4) (3] {7
Balance at December 31, 2015
Girnss Goodwill 444 23 149 834
Accurmulated Tmpairment Losses 1] 1] [}] 1]
Met Goodwill 444 231 149 824
2016 Activity:
Acquisitions 0 ] a 0
Chher( 1) [i} (1} 1 9
Balance at December 31, 2016:
Giross Groodwall 444 230 154 £33
Accumulated Imparment Losses 1] 1] L] 0
Net Goodwll EEE] 230 159 833
2017 Activaty;
Agguisiions [1] 1] L1} 0
Chthier(1) 0 5 3 1
Balance ai December 31, 2017,
Girnss Gaoodwill 444 235 (=] 843
Accumalsted Imparmment Losses 0 1] 1] 0
Net Goodwill £ 444 5 235§ 64§ 843

{11 Represenis forekgn cumency mmnslaiion

The Company tesis goodwill for impainment annually as of December 11 and more frequenily if an event occurs or circumsiances change
that would more hkely than not redwee the fur value of a reportimg wnit below it carmying amount, as shscussed i further detml in Note 2.

The Company performed goodwall impairment testing using the quantitative approach for all reporting units that had poodwill a1 December
31, 201 7 angd 2006, and no impomments were recorded.

idher Irtangiblex

Other intangible balances at December 31, are as follows:
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T &
Grwss Carryimg Accumulated Nel Carry ng Cornas Carrying Accuwmulatel el Carrying
Aol Ampriieation Ay il Al ALl i Amoien b
lin millins)
Subgect o amortizagion:
Morgage servicing rights g 623 5 (382 % Ml S 548 S (341} S 207
Custorner relationships 174 {116} 58 243 (179 ¥
Other 149 {108} a0 138 (1023 6
Mot subjpect o mnortzation 1 MIA 3 3 /A 3
Total 5 342 5 il

The fair valees of net mortgage servicing nghts were $256 mullion and 5217 million at December 31, 2017 and 2006, respechively.
Amorizaton expense for other imtangibles was 551 million, 5116 pullion and 564 million for the vears ending December 31, 2017, 2016 and
2015, respectively. Amortzabion expense for other mtangibles 15 expected to be approsamutely 552 mallon n 2008, 548 million i 2019, 540
mallion m 2020, 537 mullion in 2021 and 533 million in 2022, The amoftization expense amounts histed above for 20017, 2016 and 2015 do not
ngluds mpaimments recorded for mongage sendicing nights or other intangnbles. See the non-recurming faer value mensurements section of Note 20
for more information regarding these impaimients.

1L POLICYHOLDERS" LIABILITIES

Futnre Policy Rencfirs
Futnre policy benefits mt December 31 for the years indscated are as follows:

27 G
(i millionsp

Life insuranca % 172586 S 161 406
Indrvidual and group annuities and supplementary contracts 7,090 634846
Onher contract linhilities 14,549 13,173
Subrotal fumire policy benefits excluding unpaid claims and claim senlement expenses 254 525 236065
Uspaid elams and claim settlement expenses 2792 2,843
Total future policy benefits £ 257,217 S 240,908

Life indusance habalites mehede reserves for death and endowment policy benefits, termmal dovidends mnd certan health benefits.
Indivicual and group anmuities and supplementary contracts linbilines inchede reserves for life continpent immediate annuities and life contimgent
yroup annorbies, Other contract linbilities mclude oneamed premiums and certain sther reserves for groop, annuities and madividual life and henlth
products,

Future policy benefis for individunl participating traditional hife msurance are based on the net level premaum method, caleulnted usig the
yuaranieed mortality ad nonferfenure interest mtes which range from 2.5% to 7.5% Parbcipating msurance represented 3% and 4% of direct
ndrvidunl life insurance i force at December 31, 2007 and 2016, vespectively, and 14%, 14% and 16% of direct wdividual hife msaance
premiums for 2007, 2006 and 2015, respectively,

Futare policy benefits for imdividunl non-participating traditienal hife msurmnce policies, group and individunl long-term care policies and
incividual health insurance policies are generlly equal w the presem value of future benefit payments and related expenses, less the present value
of future net premiums. Assumptions as b mortahity, morbidity and persistency are based on the Company’s experience, mdustry data, and/or
other factors, when the basis of the reserve is established, Interest rabes used in the determination of the present values range from 0,1% 10 9.5%;
less than 1%a of the reserves are based on an imlerest rate in excess of B

Future policy benefits for individual and group annwiees and supplementary contmces with life contingencees are genernlly equal to the
present valse of expected fuire paymants. Assumptions as to mortality are based on the Company's expenience, industry data, and/or ather
factors, when the basis of the reserve is eatablished. The intesest ries wsad in the determination of the present values sange from 0.1% s 11.3%;
less than 1% of the reserves are based on an interest mie in excess of 5%,
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Future policy benefits for other contract liabilities are generally equal o the present value of expected fumure paymenis based on the
Company's expenence, excepd for example, certam group insurance coverages for which future policy benefits are equal 1w gross uneamed
premium reserves. The mierest rates used m the determunation of the present values range from 1.0% o 7.3%.

The Campany's liability for fiture policy benefits is also inclusive of Labilities for guaraniced benefits related to cermin long-duration hife
and annuity contracts. Liabilities for guaranteed benefits with embedded derivarive features are primarily in “other contract liabilities” in the able
above. The remaining linkalities for guaranteed benefits are primanly reflected with the underlying contract. See Mote 11 for addisonal information
regarding liabalities for guarnnieed benefits related 1o certain long-duratson life and nnnuity contmcis.

Premium deficiency reserves included in “Future policy benefis™ are established, of necessary, when the hability for future policy benefits
plus the present value of expected future pross premiums are determined o be msulTicient 1o provide for expected fulure policy benefits and
expenses, Preniiwn deficiency reserves have been recorded for the group single premium annoty business, which consists of limided-payment,
lomg-duration waditional, non-participating annuities; struchred seitlements; single premium  smmediate annuities with ife contingencies;
lomg-term care: and for certain indsvidunl health policies. Additionally, in certam imstances the policyholder hability for o parscular line of
business may not be deficient in the aggregate to ingeer loss recognition, but the parten of samings may be such thar profis are expected 10 be
recopmized moearher vears followed by losses m later vears. In these siunhions, accounting standords require that an sdditionnl PFL labihty be
recognized by an amount necessary 10 sufficiently offae the losses that would be recognized in laer years, A PFL liabilay is included in “Future
policy benefits™ and 15 predominately associated with certam intenest-sensitive life contracts.

Unpaid claims and claim senlement expenses primarily reflect the Company”s estimute of Tuture disability claim payments and expenses as
well as cstimates of claims incurred bat not yer reported as of the balance sheet dates related to group disability products. Unpard claim liabilities
that are discounted use interest rates ranging from 2.6% o 6.4%,

Policylolders” Account Balances

Policyholders’ account balances st December 31 for the years indicated are as follows:

P P
i milions)
Individual anmuities £ 41449 5 40,338
Group annuties 28,152 28,350
Craaranteed investment contracts and guaranieed interest accounts 14,002 14,528
Funding agreenments 4,631 4,794
Imterest-sensitive life contracts 16,879 3452
Dividend sccumulanion and other 23,076 22,743
Total policyholders” acoment balances 5 148,189 5 145,205

Policvholders’ account balances pnmanly represent an accumulanon of account depesits plus credined incerest less withdrowals, expense
charges anad morality charges, of applicable. These pohevholdens” accounil balances also melude provisions for benelits under non-hie contmgent
pavout anmuiiies. Included m “Funding agreements”™ a1 December 31, 2007 and 2006 are 54,165 million and $3,758 mullion, respectvely, related o
the Company™s Funding Agreement MNates Issuance Program (CFANIF), Under this program, which has a maxinum suthorieed amount of $15
billion of medium-term notes and $3 hillion of commercial paper, Delaware stautory trusts issue shor-term commercial paper andlor
medium-term notes to myvestors that ane secured by funding agreemems issued 1o the trests by Prudensinl Insurance, The outstanding commercinl
paper and notes have fixed or floating mterest mtes that range from ©.0% 1o 2.6% and onginal matrities mnging from seven days o five years.
Included in the amounts ot December 31, 2017 and 2016 is the medium-term note liabiling, which 15 carried ar amortized cost, of 33,211 million
and 53210 mallion. respectively and shori-term note hability of 5957 mallion and $550 mallion, respectively.

Also ncluded m “Fundmg agreements”™ are collateralized funding agreemems wssued 1w the Federal Home Loan Bank of New York
(“FHLEBNY™), which at December 31, 2017 and 2016 totaled $436 million and 51,001 million, respectively. These obligations, which are carried
at amortieed cost, have fixed or flonting imterest mies that range from 1.2% o 2.1% and origimal manerities rangang from five to seven years, For
additional details on the FHLBNY propram, see Mote 14

Interest credsting rotes mnge from 0% to 7.6% for interest-sensiive ife contracts and from % o 13.3% for conracs other than
interest-sensitive life. Less than 1% of policvholders”™ account balances have interest crediting rates in excess of 8%.
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11 CERTAIN LONG-DURATION CONTRACTS WITH GUARANTEES

The Company issues vanable annusty comtracts throwgh ils separate accounis for which investment imcomse and investrnent gains and losses
accrue directly to, and mvestment nisk is bome by, the contractholder, The Company nlso wsues vorable annuity contracts with general and
separate account options where the Company contracnually guaraniees 1o the contractholder a return of no less than total deposits made 10 the
contract adjusted for any partial withdrowals {“return of pet deposis™), In certain of these vonable anmuity contracts, the Company also
contractually guarantees 1o the contractholder a return of no less than (1) wdal deposiis made o the contract adjusied for any parial withdrawals
plus a mmomum retwn {Cminmem ceturn”), and'or (2) the highest contract value on & specified date adjusted for any withdrawals (“contract
value™). These puaraniecs melude benefits that are payable in tse event of death, annuilieanon or at specificd dates during the accumulation penod
and withdmwal and income benefits payable during specificd periods. The Company also issues annuity contracts with market value adnested
invesment options (“MVAS™), which provide for a return of principal plus a fixed rate of return if hald-fo-mamrity, or, alematively, a “market
adjusted value™ if surrendered pror 1o mamenty or i funds are reallocated 10 other nvestment optians. The market valwe adpustment may result ina
wain or loss o the Company, depending on crediting rates or an indexed rate at surrender, as applicable. The Company also sswes fixed deferred
and immedinte ity contracts, some without MY A, that have a puarmnieed credited mie and anmoey benefin

In addition, the Company ssues certnn varmble Life, vanable yniversal Life and wniversal life contracts where the Company contractundly
puarantees 1o the contractholder a death benefit even when there is insufficient value 1o cover monthly mormality and expense charpes. whereas
otherwise the comract would typically lapse (“no-lapse guarantee™), Variable life and variable universal life contracts are offered with general and

sepurabe account oplions.

The assels supporting the varable pomion of all varmble annatees are carmed a1 Gur value and reponted as “Sepamte account assets” with an
equivaleni amount reporied as “Separate account liabilities.” Amounts assessed against the contractholders for monality, admimistraiion, and other
services are included within revenue in “Policy charges and fee income” and changes in labilities for minimum guarantees are generally inclusded
in “Policyholders” benefits” or “Realized investment gains {losses), nes”

For those puarantees of benefits tht are pavable i the event of death, the net amount a1 risk s gepemally defined as the current gurmniged
iminimum death benefit in excess of the current account balance at the balance sheet date. The Company's primary nsk exposures for these
contracts relates to actual devintions from, or changes to, the asumpteons used i the onginnl pocmp of these products, inchiding fixed ncome
and equity market refurns, contract lapses and contractholder mortaliny .

For guarantees of benefits that are pavable at annutization, the net amount ot nsk s generally defined as the present value of the mmmum
suaranieed amnuity payments available o the contractholder determined in accordance with the terms of the contract in excess of the current
account balance. The Company s primary risk exposuses for these contracts relates 10 actual deviations from, or changes to, the assumptions wsed
in the omginal pricing of these products, including fixed income and cquity market rerums, timing of annoitizanon, contract lapses and
contractholder mortality

For punrantess of benefits that are pavable ar withdrawal, the net amount ar fsk 15 generally defined as the present value of the mmimum
puaraniced withdrawal payments available 1o the contractholder detenmined in accordance with the terms of’ the contrmact in excess of the current
account balance. For guaramess of accumulation balances, the net amount at risk is generally defined as the guaranteed minimum accumulanon
balance nunus the current account balance. The Company s prmary sk exposures for these contracts relates o actual deviatbons from, or chanpes
1o, the assumptions used in the onginal pricing of these products, including equity market reterns, merest rates, marker volmlity and
contractholder behavior.
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The Company™s contracts with guarantees may offer mone than one type of guarantee m each comract; therefore, the amounts listed may not
be mumially exclusive. The liabilines related 1o the net amount at nisk are reflected wathin “Fuire policy benefits.” As of December 31, 2017 and
2016, the Company had the following guaraniees associated with these coniracts, by product and guaraniee type:

December 31, 2017 December 3. M6

Im the Event At Annuitieation Im the Event At Ammaitization
of Death .l.u:nld.llh!ll of Denth A:mﬂl]ll‘-u!t]
% i millions)
Annuity Contracts
Retwrn af net depayits
Accoun value S 129231 § 100 5 119413 3 152
et amount at risk g I 0 g FTE I 0
Average attmned age of comtractholders &6 years Gb viears 65 vears 66 yenrs
Mimimuny refirn or confract vielie
Account value § 354§ 146,319 s 33m3 8 135,462
et armeunt at risk 5 a6l 3 1,762 5 3714 % £ TRE
Average nttmned age of comtractholders 68 vears 66 venrs &7 vears 63 yenrs
Average period remaining until carliest expected
antuitizition NiA 024 years N/A 0.27 years
013 Includes meonse smd wihdmwal bepeliza
D ormber 1.
27 i
Im the Event ol Dewib
15 i millisas)

Variable Life, Variable Universal Life and Universal Life Contracis
No=fapie gruraniees
Separate account vilie 5 9165 % 5144
Greneral account value 5 15969 % 14,513
et amount o risk 5 M58 % 335084
Average attined age of comracthelders 55 years S6 years

Account balances of vanable annuity conmacts with gunrantees were ivessesd in separate account invesament opions as follows:

oOoOooodn

Becombier 31,
1% 6

sl s
Exquity funds 5 93798 5§ B6.75I
Bond fands 58,939 48,789
Balanced funds 1382 a4
Momey market funds 4,391 10,124

Teral

5 158510 5 146578

In additien 1o the amownts invested in separate account vestment opiuons above, 58,308 million a1 December 31, 2017, and 58 566 million
at [ecember 31, 2006, of account balances of vanable annurty contracts with pemntees, inclugive of contiacts vath MY A featired, were mvested
in general account investment optisns. For the vears ended December 31, 2017, 2006 and 201 5, there were no transfers of assets, other than cash,
from the general account (o any separate account, and accordingly no pains or lesses recorded.
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Liahilitiex for (fuarantee Benefiis

The table below summarzes the changes in general accound labilines for guaramiees. The hiabalities for guaraniesd minmum death benefits
{GMDBT), and puaranteed mimimum income benefits (“GMIBT) are included in “Future policy benefits”™ and the relared changes in the liabilities
are included in “Policvholders® benefits.” Guaranteed minimum accumulation benefitss (“GMAR"), puaranteed minimum withdrwal benefies
(GMWEB™), and guarantsed minimum income and withdrawal benefits (“GMIWB™) are accounted for as embedded denvanves and are recorded
at fur value within “Future policy benefits.” Changes in the fair value of these denvanves, cluding changes m the Company's own nsk of
non-performance, along with any fees annbueed or payments oeade relaning 1o the derivative, are recorded in “Realized investment gains (losses),
net,” See Mote 20 for additional information regarding the methodelogy used in determuung the fur value of these embedded denvaives. The
Company mamtains o portfolio of derivative investments that serve as a pamal hedge of the nsks associated with these products, for which the
changes m fair value are also recorded in “Renlized investrnent poins (losses), net.” This portfolio of demvative investments does not qualify for
hedge accounting tremmment under 115, GAAP. Addinonally, the Company externally reinsures the guaranteed benefit feamres assocuted wath
certain comracts. See Mote 13 for funber informaton regurding the extemal reinsurance armngement,

CMDR GAIB GALABRAGAWRACAIWE
Varlable Life,
Y ardable Ui ersal |ie
sl abvorsal Life Anmulbiv A ity Annukiy
fim mulllisn )
Balance at December 31, 2014 % 2 350 5 642 % 467 8 8182
Incurred puarantes benefits( 133} 517 167 {40 152
Puid guarantes benefits and other 22) (23] {18} 0
Change n unrealized mvestment gaims and bosses{3) {193) (1 41 0
Dther(2)(3) {2) 0 (12} L]
Balance st December 31, 2015 1,150 Tid 440 B.433
Incurred guarntes benefits 1h(3) 927 o8 (18} [ 194)
Paid guarantee benefits [36) (@1 {15) 0
Change in unrealized investment gains and hosses(3) 102 0 49 0
Otler{2)3) ] 0 I8 (4]
Balance st December 31, 2016 4,143 721 474 8238
Incurred guarantee benefis( 1) B85 a7 {20 479
Paid guarantee benefits (15} (74} (15} 0
Change n unrealized investment gains and losses 290 13 {30) 0
Other(2) 7 0 10 4
Balance at December 31, 207 5 5110 5 697§ 419 % 8,721

i1 Iosered guametos awils mlude the pofien of sssrssawmis st blsbed s sdditiens W mwserves a3 well a5 changes i estunaies allecting: the ressrves. Also mohsdes changes m
the fuir valoe of fratures oonsalened Lo be denivatnes.

120 Ui peumanly represents fiuresgs currency mansbalion

(31 Poww peiss] amcissts are presenied o a basis consistontl walh the surmdnl o] jrcscatatn

The GMDE Linbility is determaned each peniod end by estimating the accumulned value of a portion of the toal assessments 1o date less the
accumulated wvalue of the guaranteed death benefits in excess of the account balance. The GMIB liability associated with variable armuities is
determined each penod by cstmanng the sccumalated value of a portson of the total assessments 1o date less the accurmulated valee of the
propected income benefits in excess of the account balance. The portion of assessments used 15 chosen such that, at issue the present value of
expected death beniefits or expecied income benefits m excess of the propecied account bulance and the portion of the present value of total
expected assessments over the lifenme of the contracts are equal. The GMIB habiliny associated with fixed annures 15 determined each penod by
estimating the present value of projected income benefits in excess of the aceount balance. The Company regularly evaluines the estinanes wsed
and sdjusts the GMIIB and GMIR Hability balances, with an associated charge or credit to eamings, if acual experience or other evidence
sugmests that earlier estimates should be revisad.
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The GMAB features provide the contractholder wath a guaranteed retum of imnal scooum valoe or an enhanced value iF applicable. The
maost significant of the Company's GMAB features are the uarnteed retum option features, which meludes an automatic rebatancing element tat
reduces the Company’s exposure to these puarantees. The GMAB Liability is calculated as the present value of future expected payments in excess
of the nccount balance less the present value of future expected rider fizes attributable 10 the embedded dervative feanre

The GMWB features provide the contractholder with access 10 a guaranteed remaning balance if the sccoumt value s reduced 1w zeno
through a combanaton of market declines and withdrawals. The guaranteed remaming balance is generally equal 1o the protected value under the
contract, which is initially esiablished as e greater of the account valee or cumulative deposits when withdrawals commence, bess cumulative
withdmwals. The contrctholder alss has the optom, after a specified time period, to reset the guaranieed remaimng balance ta the then cument
account value, if greater. The contractholder aocesses the guaranieed remaining balance through payments over time, subject to maximum anmenl
limits. The GMWE hobility 1= colculated os the present value of future expected pavments to customers less the present value of future expecied
mider fiees anributable o the embedded denivarive fesiure.

The GMIWE fentures, taken collectively, provide o contractholder two optional methods to receive guarnmeed minimum payments over
time, a “withdrawal™ option or an “income” option, The withdrawal option (which was available under only one of the GMIWBs and 13 no longer
offered) guarnntses that a contractholder can withdraw an amount ench vear unnl the cumulative withdrawals reach o total guaranteed balonce. The
income option (which varies among the Company™s GMIWBs) in general guaraniees the contractholder the ability 1o withdraw an amownt each
yeur for Iife {or for youmt hives, m the case of any spousal version of the benefin) where such amount 15 equal 1© 3 percentage of a protected value
under the benefit. The contractholder also has the potential 1o increase this annual amount, based on cenain subsequent increases in account value
that may occur, The GMIWE can be elected by the contractholder wpon issuance of an appropnnte deferred vanable annuity contract or at any
nme following contract issue prior to annuitizatson. Certain GMIWEB features include an automatic rebalancing element thar reduces the
Company's exposure to these guarantess, The GMIWE habiliey ws calculatesd as the present value of future expected payments to customers bess
the present value of future expected nder fees antnbutable o the embedded denvative fieature,

Nales Inducements

The Company defers aales inducements and amortizes them over the anticipated life of the policy using the same methodology and
assumptions wsed to amortize DAC. DS[ is mchuded m “Other assets.” The Company has offered varous types of sales inducements mclading: (1)
a bomes wherely the policvbolder’s imitial account balance 15 icreased by an amount equal o s specified percentage of the customes's initil
deposit; (2] addinonal credits affer o cenam mumber of vears a contract s held; and (3) enhanced inderest erediting rates that sre higher than the
normal penernl account interest rate credited in certnin product lines, Changes in DSI, reported as “Interess credited to policyholders” account
balances,” are as follows:

Sales Inilwcenicnls
iin millinnsy
Balance at December 31, 2014 % 1,514
Capitlizaton %
Amornzamon—Impact of assumption and expenence unlocking and mue-ups 43
Amarmzanon—All other (392)
Change in unrealized investment gains and losses 16
Balance st December 31, 2015 1,189
Capitalization 47
Amortizaon—Impact of assumption and expenence unlocking and true-ups 118
Amortizanon—All other (231}
Change in unrealized investment gains and losses 4
Balance at December 31, 2016 1127
Capitalization 2
Amortiznion—Impact of assumption and experience unlocking snd true-ups 157
Amortizason—All other { 1S}
Change in unrealized investment gains and losses {13)
Balance at December 31, 2017 5 I |68
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1L CLOSED BLOCK

On the date of demunualizanon, Prudential Insurance established o closed block for ceriam i force participating insurance policies and
anouity products, along with cormespoashng assets used for the payvment of benefits and pobeyvholders” dividends on these products, (collectively
the “Closed Block™), and ceased offering these participating products. The recorded assots and liabilities were allocated to the Closed Block ot
their historical carryimg amounts, The Closed Block forms the princopal component of the Closed Block divisaon, See Note 22 for financial
informanion on the Clesed Block division. The insurance policies ond annuity contracts comprising the Closed Block are monaged in accordance
with the Plan of Rearganization approved by the New Jersey Deparment of Banking and Insusance (“"WNIDOBI7) on December 18, 2001, and
Prudential Insurance 15 directly obhgated for the insurance policies and anmuity contracts in the Closed Block.

The policies mcluded i the Closed Block are specified indivadual Life msurnce policies and individual annuiy contracts thit were m force
on the date of demutualization and for which Prudential Insurance is currently paying or expects o pay expencnce-based policy dividends. Assets
have been allocated 1o the Closed Bleck in an amesnt that has been determined 1o produice cash flows which, together with revenues from policies
included in the Closed Block, are expected 1o be sufficient w suppon obligations and liabilities relating to these polickes, including provision for
paviient of benefits, certain expenses and taxes and 10 provide for continuation of the policvholder dividend seales in effect m 2000, asumiig
experience undertving such scales contimues. To the extent that, over time, cash flows from the assets allocated to the Clesed Block and claims and
other experience reluted to the Closed Block are, 1o the sperecate, more or less Gvorable than what was assumed when the Closed Block was
established, ol dividends paid 1o Closed Block policvholders may be greater than or less than the toial dividends that would have been paid to
these policyholders if the policvholder dividend scales i effect in 2000 had been continved. Ay cash Mows in excess of nmounts assumed will be
available for distribution over time to Closed Black policyholders and will not be available to sharcholders. 1f the Closed Block has insufficient
funds o make guaranteed policy benefit payments, such payments will be made from Prudential Insurance’s assets outside of the Closed Block.
The Chosed Block will continue i effect as long as any policy in the Closed Block remains in force unless, with the consent of the New Jersey
insurance regulator, it 15 temumated earlier.

The excess of Closed Block labilitves over Closed Block asseis at the date of the demuiualization (adjusied to eliminaie the impaci of
relpted amounts e ACCT) represented the estimated maximum future carmings at that date from the Closed Block expecied 1o result from
operations atributed to the Closed Block after income taxes. In establishing the Closed Block, the Company developed an acmarial caleulanion of
the timing of such maximum future earmings. If actunl cumulative earmings of the Closed Block from mception through the end of any given penod
are yreater than the expected cumulative earmimgs, only the expected eamings will be recognized in income, Any excess of acmal cumulative
eamings over expected cumulanive eamings will represent undistributed sccumulated earmings anributable 1o policvholders, which are recorded as
a policvholder dividend obligation. The policyholder dividend obligation represents amounts to be paid to Closed Block policyholders us an
additional pelicyholder dividend unless otherwise ofTset by futere Closed Block performance that is less favorable than onpgoally expected, 1T the
actual cumulative carnings of the Closed Block from s inception through the e of any given peniod are less than the expected cumulative
enrmings of the Clased Block, the Company will fecognize only the aetiual eamings i ieome

As of December 31, 2017 and 2016, the Company recogmized a policyholder dividend obliganon of $1,79%0 million and 51,647 million,
respectively, B0 Closed Block polievholdess lor the excess of actial cumulative earmimgs over the expecied cumulative eamimgs, Addibigaally,
accumulated net unrcalized myvestiment gains that have ansen subsequent 1o the esiablishment of the Closed Block have been reflecied as a
pehievholder dividend abligntsan of 3656 million and 3,001 million st Deceniber 31, 2007 and 2016, respectively, 1o be paid 1o Closed Rlock
pelicyholders unless offset by funsre expenienee, with a comesponding amount reperied in AQCL

On December 4, 2015, Prudential Insurance's Board of Directors acted to increase the 2016 dividends pavable on Closed Bleck policies, On
December 9, 2016, Prudennial Insusance’s Board of Directors approved a continuation of the dividends payable on Closed Block pelicies for 2017,
On December 8, 2007, Prudential Insurance’s Bourd of Directors acted to decresse the 2018 dividends payvable on Clesed Block policies. These
actions resulted inoan increase of approximately $58 mullion and 532 million and a decrease of approximately 586 million i the liability for
pohevholders dividends recognuzed for the vears ended Docembser 31, 2005, 2006 and 2007, respectively

Closed Rlock liabilines and assers designaed 1o the Closed Block ot December 31, a5 well as maximum futire camings 1o be recognized
from Closed Block labilities and Closed Block assets, are as follows:
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jin miikons)
Closed Block linbilities
Future palicy benefits S 48870 5 4928
Policvholders” dividends payable 19 932
Falicybolders” dividend obligation 5446 4658
Palicyholders” account balances 5,146 5,204
Othier Closed Block lialalites 5070 4,262
Toaal Closed Block liahilities 653461 64,337
Closed Block asscts
Fuxed matunities, avilable-for-sale, at fair valoe 41,043 AR
Other trading account assets, at fair value gkt ] 283
Equity securities, available-for-=zale, ar fair value 2 340 2572
Commerceal morngage and other loans a017 0437
Palicy loans 4543 A
Orher long-term investments 3159 3020
Shom-1emm invesiments (i R3T
Total mvestments 61,073 50,505
Cach and cash equivabents 7RG 1310
Accrued investment income 474 4]
Diher Closed Block assets 249 2060
Total Closed Block assets 62,585 61,512
Excess of reported Closed Block labilities over Closed Block assets 2,776 2,825
Portion of above representing accumulated other comprelensive meome:
et uwnrealized mvesimen gans (losses) 3627 2000
Allocated 10 policyholder dividend ebligation 13.656) {30113
Future earnings to be recagnized from Closed Block assets and Closed Block habilities $ 2747 5 280
Information regarding the policyholder dividend obligation is as follows:
it Hiln
fiin milluns)
Balance, January 1 § 40658 § 4500
Impact frem camings allocable to policyholder dividend obligation 142 (48]
Change in nei uwnirealized myvestment gains {losses) allocated to policyholder dividend obligation (0] 197
Balance, December 31 $ Sd4d46 & 463

Closed Block revenues and benefits and expenses for the vears ended December 31, are as follows:
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{in mllibens)

Revenues

Premiums 3 1524 5 1619 5 1068

Met invesiment mcame 20069 2.597 2,709

Realized investment gains (losses), net 534 433 834

Other income (loss) 113 36 F e

Tmal Closed Block revenes 5,840 5685 6,234

Benefits and Expenses

Policvholders” benelits 3220 1283 1366

Interest credited to policvholders” acoount balances 133 132 138

Dividends to policyholders 2.007 1941 2,130

Gieneral and adminisirative expenses 382 402 423

Total Closed Block benefits and expenses 5,742 4758 G054

Closed Block revenues, net of Closed Block benefits and expenses, before income tixes 98 (13 k0
Income tax expense (benefit) 43 {130y 136
Closesd Block revenues, net of Closed Block benefits and expenses and incoms: taxes $ 55 5 47 5 24

1LREINSURANCE

The Company participates i remsurance with thisd paries promanly wo provide additional capacity for future growth, Hmit the masimum
net loss potential ansing from large nsks and acquire or dispose of businesses.

Effective April 1, 2005, the Company entered imto an agreement with Uinion Hamilion Reinsurance, Lid. (“Union Hamilton™) an external
counterpany, to reinsure approximately 50% of the Prodential Premier® Retirement Vanable Annuity with Highest Daily Lifetime Income
(“HDE) v 3.0 business, a guarnnised benefit feature. This reansurance agreement coverad most new HDM v 3.0 vanable ammsity besiness issued
between Apnl 1, 2015 and December 31, 2006 on a guotz share basis, with Unson Hamilion's cumulative quota share amountimg to $2.9 billion of
new ruder premiums as of December 31, 20016, Remsurance on busingss subject to this sgreement repmms m foe for the dumation of the
underlying annuity contracts. Mew sales subsequent o December 31, 20016 are not covered by this external reinswrance agreement These
unaranted benefit fentures are necounted for e embedded darivatives

In Jannary 2013, the Company acquired the Hanford Life Business through reinsurance transactions with three subsidiaries of Homfiord
Fmuncial Services Group, Ine. (“Hartford Financil”). Under the relsted agreements, the Companv provided reinsurance for approximately
T00, 000 Lifie insurance policies with net retamed face amount i foree of approximately 5141 killon, The Company acquired the general account
business through a comsurance smangement and, (or certmn iypes of geneml account policies, a modified comsurance amngement. The Company
acquired the separate account busingss through a modified coinsurance arrangement. In December 2017, Hanford Financial announced a definitive
agreement to sell a group of operating subsidianes, which inchedes two of the Conmpanys counterparties to these reinsurance arrangements. There
is o impact o the terms, nighis or obligations of the Company, or operation of these reinsurance mrongements, 1s o result of this change in conerol
of such coumterparties,

Since 2011, the Company has entered into several reinsurance agreements 10 assume pension liabilitses in the United Kingdom, Under these
amangements, the Company assumes the longevity nsk associsted wath the pension benefis of certum named beneficianes.

In 2006, the Campany acquired the varable anmisity business of The Allsate Corporation (" Allstate” ) through a reinsurance fransaction. The
reinsurance arangements with Allstate nclude a coinsurance arangement associated with the general account linbalites assumed and a modified
comairance armngement associated with the separate account labilities assumed. The reinsurance pavable, which represents the Compavy’s
obligation under the medified comsurance amangement, is netted wath the reinsurance receivable i the Consolidated Statements of Financial
Position,

In 2004, the Company acquired the retirement business of CIGNA and subsequently entered into various reinsurance amangements. The
Company stll has indemnity eoinsurance and modified coansurance without astumption arrangements in effect related to this nequisiian,
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For the domestic business, life and disability reinsurance is accomplished through vanous plans of reinsurance, pnmanly yearly renewable
term, per person excess, excess of loss, and coimsurance. On policies sold since 2000, the Company has reinsured a sigmificam poriion of the
individual life morality nsk. Placement of reinsurance is accomplished primanly on an smomatic basis with some specific risks reinsured on a
facultative basis. The Company is autharized and has historscally retamed up to 30 million per life, bur reduced s operating retention limit to 520
million per life in 201 3. Retention in excess of the operatmg limat 15 on an exception basis.

The intermational business primanly uses semsurmmnce 1o obtain expenence with respect 10 cemain new product offenngs and 10 a lesser
extent, 10 manage risk and volatlity as necessary.

Reinsurnnce ceded arrangements do not discharge the Company as the primary insurer. Ceded balances would represent a liability of the
Company in the event the reinsurers were unable o meet their obligations o the Company under the terms of the reinsurance agreements.
Reinsurance premoums, commissions, expense remmbursenwents, benefits and reserves relaied to eosured loog-durabion  contracts under
comsurance amangements are accounted for over the life of the underlying reansured contracls using assumptions consistent with those used to
mccount for the underymp contracts. Comnsurance arrangements contrast with the Company's vearly renewable term armangements, where only
monality risk s transfierred o the ransurer and premiums are paid to the reosurer o reinsure that risk . The monality ask that 15 reinsured under
yenrly renewnble term arrangements represents the difference between the stated death benefits in the underlving reimsured contracts and the
comesponding reserves or account value carried by the Company on those same contracts, The premiums paid 1o the reinsurer are based upon
negotated amounts, not on the actual premums pasd by the underlying contract bobders to the Company, As vearly renewable term ammgements
are usually emtered into by the Company with the expectation that the contracts will be inforce for the lives of the underlying policies, they ane
consibered to be lonpg-duration remnsummee contricts. The cost of remsurance related o short-duration reimsurmnee contracts 15 accounted For over
the reinsurance contract penod. The tables presented below exclude amounts peraining to the Company’s discontinued operarions.

Remsuronce  amounts ncluded m the Consolbdoted Statements of Operotions for premmms, policy charges and fee meome and
policvhiolders’ benefits for the vears einvded December 31, were as follows:

2017 bk 2015
) ) diin mmillsnsg
Direet premiums 5 31,797 % 0654 S 27996
Remsurance assumed 3,108 3073 2,147
Remsurance ceded {1,811} i1.763) {1,633}
Premiwms s 201 8 N ME 5 28.52]
[ireet policy charpes and fee income 5 4541 5 $031 8§ 5127
Remsurance assumed 1,176 1,243 1,179
Reinsurance ceded {414} (368) [EEEN
Policy charges and fee income g 53103 S 5006 & 5972
Direct policyholders’ benefits § ol e A 32857 8 242
Reinsurance assumed 3,210 30 Lio7
Reinsurance ceded {2,697) 12.435) (1,722)
Policyholders” benelis £ 33704 S 11632 £ 30,627
Rernsurnnce recovernbles ot December 31, are as follows:
AT G
iin millsensi
Individual and group annties( 1} 5 W % [ ]
Life insurance(2) 4. 1% R
Other reinsurance 171 165
Total reinsurunoe recoverables % 5150 % 4.211
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i1 Prmmily repecsils foiisireice fooomeialics oalablhliad uder ihe eimsiiseg apaigomests aeimlad willi the soguisision of fic fairameail beanes of CIGNA The Comguiiy
has towmmdinl romimuimy poovverablos elab] o the asspissn of the et busancss of CRONA of 3683 dnilhen snd 5656 mllon &t Devgoabaar 11, 2617 aod 2006,
rospoetively. Alsn melules] s S13 million and 50 million of remsuanos recovermbles st Docomber 3, 2007 amd 2006, nespocinvely, extablishol sl the reimuemnce sgreament
with Union Harmilton related 1o the ceding of ceriain exobedded derivative linhilibies associated with the Company™s guamniced benefits

(21 Iocludes 52,145 millon and 320459 milbon of possaranes roovershies estahlxbed ot Docember 31, 2007 ard 2006, respoctively, under (he nemssgance mirsspements associsted
with e seaqunsition of (he Fletfond Lifs Nusisess, The Cosmpany' b ale fecosded rossusnes paysblen selstad ot Harlond Life Husssess aoquisinon of %1 30 salhos amd
81205 mifhon & Deceniber 1. D017 adil 206 &, tespactiveliy

Excludmg the remsurance recoverable pssociated with the acguisation of the Hariford Life Busmess and the retirement business of CIGMNA,
four major remnsurance companies account for approxmately 59% of the reinsurance recoverable ai December 31, 2017, The Company
penodically reviews the fnancil condition of s remmsurers, amounts recoverable therefrom, and uneamead reimsurance premivm, m order to
minamize s exposune 10 loss from reansurer imselvencies. 1T deemed necessary, the Company would secure collmeral i the fonm of a rust, lener
of credit, or funds withheld armangement 1o ensure collectability: etherwise, an allowance for uncollectible reinsurance would be recorded. Under
the Company™s lengevity reinsurance transactions, the Company has secured collateral from i1s counterpanties 1o minimize counterparty defaule
risk.

14, SHORT-TERM AND LONG-TERM DEBT

Nhort=terns Db
The table below presents the Company s short-term debt st December 31, for the years indicated as follows:

P i is
% in milBans)
Commercial paper:
Prudential Financial
] 50 5 65
Prudential Funding, LLC 500 525
Subtotal commercial paper 550 500
Current portion of lomg-term debi §30 543
Tetal shore-term debif 1)
5 1380 & 1,133
Supplemental short-term debt information:
Partion of commercial borrowings duee overmght
A, = . 5 77 5 92
Duily average commercial cutstandin
it i = s L0 s 10
Weighted average matury of sutstanding commercial paper, in days frr 3
‘Weighted average interest rate on owtstanding short-term debi(2) L 0.43%

i1 Inchides Prodkentaal Pnarsinl delbt of SER0 milkon and 8535 pmlhos ol Deconrber 31, 200 7 mad 3008, respectinely

121 Excludes the curreni pomion of long-ser detsl.
At December 31, 2017 and 2006, the Company was in compliance with all covenants relaed eo the above debt,
Commerciel Paper

Prudentinl Financial has a commercial paper program with an suthonzed capacity of $3.0 billion. Prudential Financial's commercial paper
borrowings have generally been wsed 1o fund the workimg capital needs of Prudential Financial's subsidianes and provide short-term liquadiy at
Prudential Financial.

Prudentinl Funding. LLC (“Prudentinl Funding”). a wholly-owned subsidiary of Prudentnd Insurance, has a commercial paper program,
with an authorized capaciey of 37.0 billion. Prudential Funding commercial paper borrowings generally have served as an additional source of
fimancing to meet the working capital needs of Prudential Insumnce and s subsidiares. Prodentinl Funding also lends o other subsidinnes of
Prudential Financial up to limits agreed with the NIDOB1. Prudential Funding maintains a suppon agreement with Prudential Insurance wherehy
Pruclential lnsurmnce has dgreed to mantmn Prudential Funding’s tangible net warth at o pasitive level, Additionally, Prudentinl Finpncial Tas
issued a subordmated guarantes covering Prudential Funding's 537.0 bllien commercial paper program.
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Federal Home Loan Baok of New York

Predennal Insurance 5 a member of the FHLBNY. Membership allows Pradential Insurnce access to the FHLBNY 's financial services,
including the ability to obtain collateralized loans and 1o issue collateralized funding agreemsents. Under applicable law, the funding agrecments
1ssued 1o the FHLBNY have prionty claim status above debt holders of Prudential Insurance. FHLBNY borrowangs and funding agreements are
collateralized by qualifying mongage-relnted assets or LS. Treasury securines, the fair value of which must be maimained at cersain specified
levels relative to outstanding borrovangs. FHLENY membership requires Pridential Insurance o own member stock and borowings require the
purchase of activity-based stock in an amount equal to 4.5% of oustandmg borrowings. Under FHLBNY guidelines, if any of Prudennal
Insurance’s financial strength ratings decline below A-'A3A- Negative by S& P Moody"s'Fitch, respectively, and the FHLENY does not receive
wrblen assurances from the NJDOBI regarding Prudential Insurance's solvency, new bormowings from the FHLBRY would be limited 1o a term of
0 dnys or less, Corrently there are no restrictions on the tenn of borrowangs from the FHLENY. All FHLBNY stock purchased by Prodentinl
Inswrance is classified as restricted general account investments within “Chher long-term invesunents,” amnd the earrving value of these investments
was 549 million and $78 million as of December 31, 2017 and 2016, respectively

NIDOR] permdts Prodential Insurance o pledge collateral 1o the FHLBNY in an amount of up to 5% of its prior vear-end stamiory net
adrmited pssets, excluding separte sccount kssets. Based on Prudential Insurunce’s stututory net admitied assets as of December 31, 2006, the 5%
lirmitation equates 1o a maxiem amount of eligible assets of 562 billion and an estmated maximm bomowing capacity (after whing mo account
reguired col lateralization levels) of approximately 55,3 billion. Nevertheless, FHLBNY bomrowings are subject to the FHLBNY 's discretion amd to
ithe availability of qualifying asseis ai Prodential Insurance.

As of December 31, 2017, Prudential Tnswrance had pledged assets with a for value of 5008 billion supporting owtstanding fundmg
agreements totaling $0.4 billion, which are included in “Policvhalders” accoum balances.” The fair value of qualifving assets that were available to
Prudential Insurance, but not pledged. amounted to 56.9 billion as of December 31, 2017, Prudential Insurance had no sther advances outstanding
under the FHLBNY fscility as of December 31, 20017,

Federal Moae Loan Hank of fasnon

Prudeneinl Retirement Insurance and Annwity Company (“PRIAC) is 2 member of the Federal Home Loan Bank of Boston (“FHLBBE")
Membership allows PRIAC access oo collateralized advances which will be classified in “Shor-term debt” or “Long-term debt,” depemnding on the
maturity date of the obligation. PRIAC's membershup in FHLBB requires the ownership of member stock and bormowings from FHLBB require
the purchase of activity-based stock in an amount between 3.0% and 4.5% of outstanding borrowings, depending on the manty date of the
ebligntion. All FHLBB stock purchased by PRIAC is clnssified as restricted generl account mvestments within "Other long-term invesimems,”
and the camrying value of these mvestments was 510 million as of December 31, 2007 and 2006, As of Decembser 31, 2017, PRIAC had no
advances outstanding under the FHLBR focility

Under Connecticint stabe insurance law, without the prior consemt of the Connecticut Insurance Deparmment, the amount of assets insurers
may pledge to secure debt obligations 15 fimited to the lesser of 5% of prior-vear statutory admitied assets or 25% of prior-yvear statutory surplus,
resulting i o maximum borrowing capacity for PRIAC under the FHLBB fscility of approsimugely 5231 mallion as of December 31, 2007,

Crandit Facilities

As of December 11, 2007, the Company mmntained syndicated, unsecured committed credit facilities as desenbed below

Crriginal Expirstion
Barrawer Torm Dute Capacity hmoont Gutsanding
iim millinesp
Prudential Financial and Prodential Fundimg & years Jul 2002 % 4000 % L]
Prusbential Holdings of Japan, Inc. 3 years Sep 2019 ¥ 10000 ¥ 0
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In July 2017, the Company amended and restated 15 54.0 ballion five-year credit facility that has both Prudential Financial and Prodential
Funding as borrowers and a syndicate of financeal instndions as lenders, extending the term of the facility 1o July 2022, The eredit facility contains
custamary representations and warranties, covenams and events of defaul and borrowings are not contingent on the borrowers” credit ratings nor
subject to material adverse change clauses. Bommowmps under this facility are conditioned on the continued satisfction of customary condithons,
including Prudeniial Financial's mainienance of consehdated net worth of ot least 520958 billion, winch 15 calculated as US. GAAP equity,
excluding ACCL equity of noncoitiolhng interests and equity attnbiutable 1 the Closed Block, The Compainy expects tiat it iy borrow under the
facility from time to time to fund its working capital needs. In addition, smounts under this credit facility may be drawn in the form of standby
leners of credit that can be used to meet the Company”s operating needs,

The ¥100 ballion three-year facility was entered into by Prudential Holdings of Japan, Inc. in September 2006, This facility alse contains
customeary representations and warmantes, covenants, and events of default and borrowings are not contingent on the borrower™s credit rtings nor
subject 1o matenial adverse change clauses. The ¥ 100 billion three-vear facility also contains a two year term-oul opticn

Borrowangs under cach of these credin feilines may be used for general corporate purposes. As of December 31, 2007, the Company was in
comphiance with the covenants under each of these credin facilities.

In addition w the above credit facilines, the Company had access o 5823 million of cermain other lines of credin at December 31, 2017, of
which $755 millien was for the sole use of certwin real estate separate accounts. The sepurate account faciimes melude loan-to-value o
regquirerients aind other fnancial covenams, and recourse on oblipanons under these facilines is hinted 1o the assets of the applicable separate
sccount. Al December 31, 2007, 5462 million of these credit facilities were used. The Company also has access to uncommitted lines of credit
from fimancial mstitutions

Pt Gosion Agrecmend for Senior Debe Iasnanee

In November 2003, Prudentinl Financial entered nto a ten-year put option agreement with o Delaware trust upon the completion of the sale
of 51.5 billion of trust securities by thai Delaware trust in a Rule 1444 private placement. The trust invested the proceads from the sale of the trust
securities in a portfolio of principal and interest stnps of LS, Treasury securinies. The put option agreememt provides Prudenteal Financial the righe
1o 5ell o the wust af any time wp 1o 51.5 billion of 4.419% senior notes due November 2023 and receive in exchange a comesponding amount of
the principit] md imterest stnps of LS. Treasury secunties held by the trust. In retum, the Company agreed 1o pay a semm-annual put premium to
the trust at a rate of 1.777% per annum applied o the unexercised portion of the put option. The pui option agreement with the st provides
Prigleritial Finaincaal with o source of lguid aceets

The put option described above will be exercised ausomatecally in full wpon the Company’s falure 10 make ceruin paymients o the st
such as paying the pui option premium or rermbursing the trist for its expenses, if the Company’s fulure fo pay 15 not cured wathim 30 days, and
upon an event involving its bankrupiey. The Company is also required 1o exercise the put option if i1s consolidated steckholders” equity, calculated
in necordance with LS. GAAP but excluding AOCI, falls below $7.0 billion, subgect to adjustment in certain cases. The Company has a one-time
might 1o unwind a prior voluntary exercise of the put option by repurchasing all of the senor notes then held by the trust i exchange for principal
and interest strips of U5, Treasury securives, Finally, any of the 4.419% senior notes that Predential Financial issues may be redeemed prior to
their maturity at par or, if greater, a make-whole price, following a voluntary exercise in fll of the put option.

Long-ferm Debs
The table below presents the Company s bang-term debd af December 31, for the vears indicated as follows:
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Maluridy
Dates Ratel 1) 4] v 31,
w7 b1 1]
1% in milbions)
Faxed-rate notes!
Surplus notes 2019-2025 5. 36%-8 30% 5 B0 5 840
Surplus notes subject to set-ofl amngements 2021-2037 3.52%-5.26% 5,187 4400
Senior notes 2018-2049 2.3Me11.31% §.582 9,236
Mortgage deba(2) 2019-2027 0.89%-3.85% 226 77
Floanng-rate notes:
Surplus nates x 0 499
Surplus notes subject to set-off amangements 2024-2037 2.35%-2.74% 2,100 1,456
Senior notes(3) 2020 1. 69-5 490 0 1,063
Mortgage deba(4) 2019-2025 0.26%-4.07% 573 A
Junior subordinated notes( 51 2042-2068 450745 88% 6,622 5817
Subiotal 24,459 23,900
Less: assets under set-off armngements{b) 7.287 5559
Total bang-term deba( Ty 5 17172 5§ 18,041

(1) Ranges ol smlees! rais o B yoal svided Decsnade 31, 20017

121 Inchudes $107 millson and $82 mellion of debt depomumated in foreign cunency 5t December 11, 2007 and 2006, respectively.

(31 Includes 30 emllsca and 3535 mal lon of dele denomasated in Foreign curency a1 Decesmber 31, 2017 and 2006, respectively,

(11 Inchides 3245 mllecn and %221 mallion of debs denomanated m foreign onroney 8l Deoomiber 51, 34017 and 2006, respeotively

(51 Includes Prodental Finmscial debi of 56 S8 millon ond sshasdisry dot o f £36 million denomimied in frvign oummey ol Decesber 31, 307

(6] Avsscts wder set-oll amangemests reproscnt 8 tedeciion in the smount of suiplus notes oclisded s long-tenm dobi, sesuliiog from en srasgemen whene valild sights of set-ofl
candl amd il = B mienl of both partees B sofile on & nel basas inder kegally salorccalble arampensenis. These assets inehide avanlafle-Sor-sale securities that are valued at markat

(7] Imcluddes Prodestal | mancad debt of 515 5060 mullion and 515,39 milkon ai December 31, 2007 and 2006, respectively.

At December 31, 2017 and 2016, the Company was in compliance with all debt covenants relased to the borrowimgs i the table above.

The follewing table presents the contraciual matunties of the Company s long-term debt as of December 31, 2007

Calemdar Year
B3 and
pil k] 2021 i | 2031 ghereafier Tutsl
{Im millions)
Lamg-tesm debe 51713 51298 5 S84 5§ T3 5 13524 5 17T

Snrplay Nedex

As of December 31, 2017, the Company had S840 million of fxed-rate surplus notes oustandineg. These notes are subordinmed o other
Prudential Insurance barrowings and policvholder obligations, and the pavment of mierest and principal may only be made with the prior approval
of the NJDOBIL The NIDOBI could prahibn the payment of the interest and principal on the surplus notes il certn stanaony capital requirements
are not met. At December 31, 20017 and 2016, the Company met these stamtory capital requitements.
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The Company’s fixed-rate surplus notes include $300 million of exchangeable surphes notes issued in a private placement in 2009 with an
inferest e of 5.36% per amnum and due September 2019, The surplus notes became exchangeable a1 the option of the holder, in whele but not in
part, for shares of Prudential Financial Common Swock beginning on Seplember 18, 2004, The iminal exchange rate for the surplus notes was
11235 shares of Common Stock per each 31,000 prncipal amount of surplus notes. This was equivalent to 5.1 million shares and an migal
exchange price per share of Common Stock of 598 78, The exchange rate is subject o customary anti-dihstion adjustments and is accordingly
fevishied diring the fourh quaner of each vear. As of Decerber 31, 2017, the exchange rate is 11,7641 thares of Cominon Steck per each 51,000
principal amount of surplus notes. Ths is equivalent to 5.88 million shares and an exchange price per share of Common Stock of 585,00, The
exchange mie is also subject 10 a make-whole decrease in the event of an exchange prior w mawrity (except upon o fundamenial business
combination or 4 continuing payment default), that will result in & reduction i the number of shares issued upon exchange {per 51,000 principal
amounil of surplus notes) determined by dividing a prescnbed cash reduction value (which will decling over the Lifi of the surplus nodes, from
102,62 for an exercise on September 18, 2014, to 2o for an exercise sl maturity ) by the price of the Common Stock at the ime of exchange. As
of December 31, 2007, this reduction value is 54579 per 51,000 principal amount of surplus notes, In addition, the exchange mate is subject tooa
customary make-whole increase in connection with an exchanpe of the swrplus notes upon a fundamental business combinaton where 107 or
mare of the consideration in that business combination consists of cash, other property or securities that are not hsted on a 1.5, national securnines
exchange. These exchanpeable surplus notes are not redeemable by Prudentinl [nsuramce prior to maturity, except i connection with a
fundamental business combination wmvolving Prodential Financial, in which case the surplus notes will be redesmable by Prodental Insurance,
subgect 10 the noteholders” right to exchanpe the surplus notes instexd, at par or, if greater, o make=whole redemption price.

From 2001 through 2003, a captive remsurance subsidiury entered into agreements providmg for the issuance and sale of up to 32.0 hillion
of ten-year fived-mie surplus notes. Under the agreements, the captive receives in exchange for the surplus notes one or more ceedit-linked notes
1ssued by a special-purpose subsidiary of the Company in an aggregate principal amount equal 1o the surphes notes isued. The captive holds the
credit-linked notes as pssets supportmg the non-economic portion of the stattory reserve required 10 be held by the Company’s domestic
insurance subsidianies under Regulaven XXX m conpection with the reinsurance of werm life insurance policies through the captive, The
ns-geonomic portion of the statutory reserve equals the difference between the statutory reserve required under Regulaton XXX and the amount
the Costipaity ¢onswders neceisary o maintun solvency Fof moderately adverse experence. The pencipal amount of the outstanching eredit-linked
nofes 1s redeemable by the captive in cash upon the ocowrrence of, and m an amount necessary to remedy, a specified lquidity stress event
afTecting the captive, Under the agreements, external counterparties have agreed 1o fund any such payment under the credit-linked notes in return
for a fee. Prudential Financial has agreed 1o make capital contributions 1o the captive to reimburse it for investment losses in excess of specified
amourts and has agreed 1o reimburse the external counterparties for any payments under the credit-linked notes that are funded by those
counterparties. As of December 31, 2017, an aggregate of $1.75 billion of surplus notes were cuistanding under these agreements and no such
payrments uncer the credit-linked notes have been required.

In December 2013, a captive reinsurance subsidiary entered into a twenty-year fnancing fcility with external counterparies providing Tor
the issunnce and sabe of a surplus note for the financing of non-economic reserves required under Guideline AXXX. The current financing capacity
available under the facility i £3.5 billion, but can be increased 0 a maximum potential size of $4.5 hillion. The captive receives in exchange for
the surplus note ane or more credit-linked notes esued by o special-purpose affiliate in an aggregate principal amount equal m the surplus note.
The principal amount of the oustanding credit-linked notes i redeemable by the captive in cash upon the occurrence of, and in an amount
necessary to remedy, a specified hguidity siress event, and the external counterparties have agreed 1o fund any such payment. Predential Financial
has agreed io reimburse ihe capiive for invesiment bosses in excess of specified ameunis; however, Prudemiial Financial has no oiher
reambursement obligations to the external counterparties under this facility. As of December 31, 2007, an aggrepate of 32,858 hillion of surplus
noies were outstanding under the facility and no eredit-linked note pavments have been requined.

In December 2014, a captive reinsurance subsidiary entered into o financing facility with external coumerparties, pursuant to which the
captive agread to wawe and sell o surplus Aote with a ten-vear tarm i an aggregate principal amount of up to 51.75 billion in returm for an egqual
prinserpal amount of credit-linkesd notes 1ssued by a spesinl-purpose affiliate. In December 2007, the Company mereased the maxamum potentnl
size of the facibity 1o 524 billion, of which 5650 million has a twenty-vear term, The caplive holds the credit-linked notes as assets supporming
nen-cconomic reseryes required 10 be held by the Company ‘s domestic insumnce subsidmnes under Regulaten XXX The principal mmoun of the
outstanding credit-linked notes is redeemable by the captive in cash upon the occurrence of, and m an amount necessary o remnedy, a specified
liquidity stress event affecting the captive. Under the agreements, external counterpartics have agreed to fimd any such payment under the
credit-linked notes in retemn for a fee. Prudential Financial has no reimbursement obligations 1o the external counterparties under this faciliny. As of
December 21, 2017, an apgregate of 52,00 billion of surplus notes were autstandimg under the facility and no credit-linked note payments have
been required.
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Anothed eaplive reinsusance subsidiary maintaing & fnancing fcility with external counterparies, pursuant 1o which the captive lias
outstanding 52.5 billion n prmcipal amount of surplus notes and recerved 0 retum an equal poncipal amount of credit-linked woies ssued by a
special-purpose affiliate. In November 2007, we repaid 5500 million of senior motes issued by a special purpose affiliate and held by one of the
external counterparties. The remaining term of the financing is seventeen years. The captive holds the credit-linked notes as assets supporting
nof-economic reserves requined o be held by the Compary s domestic insurance subsidiaries under Regulation XXX, The captive can redeem the
credit-hinked notes m cash upon the occumence of, and in an ameamt necessary to remedy. o hiqusdity stress evem affecoing the capiive. External
counterpames have agreed 1o fund any such credit-linked notes payments in an amount of up to 522 billion, and the remaming 5300 million s
supported by collateral held by the affiliote. Mudential Financial has agreed to make copiial contmbutions o the captive and to the specril-purpose
affilate 10 reimburse them for myvestiment losses in excess of specified amounts. Prudential Financial has also agreed to reimburse one of the
external counterparties for any pavments under the credit-lnked notes funded by it i an amowt of up o 51 blbon,

In March 2017, a captive reinsurance subsidiary entered into a rwenty-year financing faciliny wirth external counterpames providing for the
issunnce and sale of a surplus e for the financing of non-sconomic reserves required under Guideling AXXX. The current financing capacity
available under the facility is $1.0 billion, The capuve receives m exchange for the surplus note one or more credn-linked noles ssued by a
specil-purpose affibate m an aggregnte principal omount equal 1o the surplus note, The principal amount of the outstandimg credit-linked notes 15
redeemable by the captive in cash upon the occurence of, and 1 an amounl necessary 10 remedy, a specified lgquidity stress event, and the
extermal counterpartics have apreed to (und any such payment. Prudential Fmancl bas no reambursement obligations o the externnl
counterpariies under this facility. As of December X1, 2017, an aggregate of S560 million of surplus notes were oustanding under the facility and
na credit-linked note payments hive been regquired

Under each of the above tansactions for the captve reinsurance subsicharies, because valid rights of se1-ofT exist, interest and principal
pavments on the surplus notes and on the credit-linked notes are settbed on a net bases, and the surplus notes are reflected m the Company 's. total
cobsolidated berrowangs on o fel basis, The surplus toles Tor the caplive rensurance subsidianies deseiibed above are subordinmed 1o policyholder
obligations, and the payment of principal on the surplus notes may only be made with prior approval of the Anzona Depariment of Insurance. The
puymcnll of imered on the surplus notes has been approved by the Arizonn Department of [nsuranee, subject to its abiliy to withdraw tant
approval.

In September 2017, the Company redeemead S300 million of surphes nodes that had been issued in 2007 by captive reinsurance subsidiary
1o external counterparties to finance non-sconomic reserves required umder Guidelme AXXX

In February 2005, Prudential Legney Insurance Company of New lersey (“PLICT) entered into o twenty-vear finascang facility with certmn
external counterpartics and a special-purpose company affiliaee, pursuant 1o which PLIC may, at its option and subject to the sansfaction of
cuspomary conditions, issue and sell o the affiliate wp to 34.0 billion in aggregate principal amount of surplus notes, in return for an aqual principal
amount of credit-linked notes. Upon issuance, PLIC would hold any eredit-linked notes as assets to finance future stantory surplus needs within
PLIC, As of December 31, 2017, there were no surplus notes outstanding under the facility.

Sentor Notes

In December 2017, the Company completed a debs exchanpe offer. pursuant to which it isswed $1.9 billion in princepal amount of senior
nodes in exchange for $1.5 billion in principal amount of outstanding medinm-term notes. The newly-issued notes consist of £1 0 billion matering
in 2049 bearing imterest at 3 94% per annum and 5900 million maturing in 2047 bearing interest at 3. 91% per annum. The medium-term notes
received in exchanpe comprised principal amoums from eight different series of notes with maturity dates between 2033 and 2043 bearing interest
at rates between 5.1% and 6.63% per annum. The transaction qualified as o modification and is recounted for as a contmuation of the onginal debt
with no gain of loss recorded, The curent carrving valie will scerete up 10 the few prncipal mmouit o additional interest expenie over the term
of the notes.

Meclisrme=Term Neoves Prograns. The Companiy mnintiing 0 medium-term potes progrom under its shelll registration statement with an
suthonized issuance capacity of 52000 hillion. As of December 31, 2007, the owstanding balance of medinm-term notes under this program was
7.6 billion, o decrease of $2.0 billion from December 31, 2016, due 1o the exchange of $1.5 hallion of medium-term notes for newly isseed notes
described above and 5470 million of maturities.
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Rewail Medinm-Term Neves Program. The Company mainiains a retail medium-tenn notes program, mcluding the InterNotes®  program,
under its shell’ registration statemnent with an authorized issuance capacity of $5.0 billion, As of December 31, 2007, the eutstanding balance of the
program was 5454 million.

The weighted nverage interest rate on outstanding senior notes issued under these progmms. includmg the effect of nterest rate hedgmg
activity, was 5.22% and 5.54% for the yvears ended December 31, 2007 and 2006, respectively, excluding the effect of debt ssued 1o consolidaied
subsiduries,

Funding Agreemiens Neves Feinonce Progrant ("FANIPTL The Company mamiaims a FANIP mowhich siatmony trusts ssue medium=tarm
netes and commercial paper secured by funding aprecments issued to the trusts by Prudential Insurance. These obligations are included in
“Policyhelders’ account balances™ and not included in the foregoing table. See Mote 10 for further discussion of these obligations.

Mowieope Debi. As of December 31, 2017, the Company’s subsidianes had mortgage debt of 3759 mullion that has recourse only o real
estate propenty held for mvestment by those subsidianes. This represents an merease of S140 million from December 31, 2016, primanly due (o
wew borrowings in 2017 of $226 million and foreign exchange fluchetions of $28 millicn, offset by 573 million of maburrics and $41 million of

prepayment activity
Jundar Suebeweling ted Noves

Certmn of Prudentin] Financial’s jumor subsrdinated notes outstanding are considered bybnd seccunties thit receve enhanced equity
ireatmeint from the rating apencies, These notes oustanding, alone with their key terms, are as follows;

Indiisl Uptional Imterest Hale
Primeipusl Imterest Insesdor Rl Subeequent e Ot nl schedalid Fimal
Tanite Prale Ansinini Rate Type Dt ™ Redemptinn Date Malwrily Date  Maturity Eais
1% bn nsillbens

June 2008 s 00 S88%  Instilutional 6152018 LIBOR + 5.00% 6/15/2038 B/15/2068
August 2012 5 1,000 SE8%  Institutional 01 5/2022 LIBOR + 4.18% wia 97152042
November 2012 g 1,500 563%  Instiutional 152023 LIBOR = 3.92% na 61572043
December 2012 g 575 5759 Rctail 124/2017 5759, na 12/15/2052
March 2013 g 710 SR Retail V152018 5700 na 1512053
March 2013 5 500 S Imstilutional 15024 LIBOR + 3.0:% na 31572044
May 2015 5 1, (0 538%  Instinmional 51572025 LIBOR + 3.03% na 352045
September 2007

5 750 &5 Institutional OIS2027 LIBOER = 2 38%; n'n 9152047

i1 Represents B motial daje on which the noles com b rodeomad af par sobddy @l the oplion of the Compsny, in the cese ol the & 55% modes subjoct W0 complianoe with 8
replocema capital covemnl.

The Company has the night to defer interest pavments on these notes for specified periods. tvpically 5 1o 10 vears without resulting in a
defauly, dunng which tme nterest wall be compoundead, On or after the aptional redemption dates, Prudennal Financial may redeem the nites at
par plus accrued and unpaid imerest. Prior to those optional redemption dates, redemptions generally sre subject to 4 make-whole price; however,
the Company may redeem the notes poor o these dates a1 par upon the occwrrence of cenain events, such as, for the motes issued in 2002 and later,
a future change in the regulatory capital treatment of the notes with respect 1o the Company. In connection with the issmance of the 8 88% noics,
the Company entered imo a replacement capital covennnt for the benefit of the holders of its 5.90% semor notes due Mareh 3036, Under this
covenant, the Company ogresd not fo redeem or repurchase the 3.88% notes prior o June 2038 unless 1t hns received praceeds from the issuance
of specified replacement capital securities.

Limvited Recowrse Neves, In 2004, the Company entered imo financing rransactions pursuant w which it 1ssued S500 million of himited
recowrse nobes and, moretumi, obianwed $500 million of asset-backed notes issued by o designated senes of a Deloware omster trust. The
asset-backed notes mature from 2019 through 2024; however, the matunty date of a portion of the notes may be extended by the Company, subject
1o conditions
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The master trust’s payvmesd obligations under cach of the asset-backed notes are secured by corresponding payment obligations of a
third-party financial instinstion and a portfolio of specified assets that have an aggregate value a1 least equal o the principal amount of the
applicable assei-backed note. The principal amount of each asset-backed note 15 pavable o PRIAC in cash at any nme upon demand by PRIAC or,
1f not earlier pasd, at matarity. Each of the limated recourse notes obligates Prudential Financial to reimbarse the applicable third-party financial
nstitution for any pnncipal payments received on ihe comesponding asset-backed pote, but there 15 no ebligation o reimburse any portion of a
prinapal paveent that is seeded by PRIAC 1o pay then currend elaims o 115 policvholders, Each limited recomse note bears intetest al a rle equil
1o the rate on the comesponding asset-backed note, plus an amount representing fees payable o the applicable third-party finoncial msntution. As
of December 311, 2017, no principal paviments have been received or are cusrently due on the psser-backed notes and, as a result, there was no
pavment obligation under the limited receurse notes. Accordingly, the notes are not reflected in the Company s Censolidated Financial Statements
ms of December 31, 2017,

Tmmresr Expense

In order to madhfy exposure 1o mterest rte and currency exchange rale movements, the Company utilizes dervative imstruments, primanly
inlerest rale swaps, in conjuncion with some of s debd 1ssees, The inpact of these derivative instruments are nod reflecied m the res presented
in the tnbles nhove, For those denvative instruments that qualify for hedge scoounting treatment, mterest expense merensed by 53 millon, 55
million and 57 million for the years ended December 31, 2017, 2016 and 2015, respectively. See Nowe 21 for addivional information on the
Compuany s use of derivative mstruments,

Interest expense for short-wenm and long-term debe was §1,334 million, $1,324 million and $1,328 million for the years ended December 31,
2017, 2006 and 2015, respectively. This includes interest expense of 515 million for the year ended December 31, 2007, and 511 mallion for cach
of the years ended December 31, 2016 and 2013, respectively, reponiad in “Net mvestment income.” The interest expense for the vear ended
December 31, 2006 includes prepoyment premiums and fees totaling 336 mllion on debt repurchased through a wender offer.

15 EQUITY

On the date of demutualieation, Prudential Financial completed an initial public offering of its Common Stock at an initial public offenng
price of $27.50 per share. The shares of Common Stock issued were m addinon 1o shares of Commen Stock the Company distributed (o
policyhalders as part of the demutualization, The Common Stock is iraded on the New York Stock Exchange under the symbol “PRL”, Through
December 31, 2014, the Commoen Stock reflected the performance of the Company's former Frnancial Services Businesses. As a result of the
Closs B Repurchase described below under “—Class B Siock,” beginning in 2013, the Common Stock reflects the consolidated performance of
Prudential Finaneial.

Also on the date of dermetwalizanion, Prudential Financial completed the sale, through a private placement, of 2.0 million shares of Class B
Stock at a price of $37_30 per share. The Class B Stock was a separate class of common siock not iraded publecly, which reflected the performance
of the Company’s former Closed Block Busangss, As pan of the Class B Repurchase, Prodennal Financial repurchased and canceled all of the 2.0
million shares of the Class B Stock.

The changes in the number of shares of Common Stock 1ssued, held in treasury and owstanding, are as follows for the penods mdicated:
217
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Hicld In
toued | Trewwry | Oubinedieg
{im milliomp

Balance, December 31, 2004 6, | 2053 4548
Common Stock issued 0y o iR}
Common Stock acquined [y 12.1 {121}
Stock-hased compensation programs( 1) 0. 4.4 4.4
Balance, December 31, X005 | 2130 4471
Common Stock issued 0.y 0.4 i
Commaon Stock acquired i 51 {25.1)
Stock-hased compensation programs( 1) 0. (7.6 16
Balance, December 31, 2006 G0, | 2303 429.6
Common Stock issued 01,8 0,0 00
Commaon Stock acquired (L] 1ns (115}
Stock-based compensation programs( 1§ (1,00 (4.5) 4.5
Balance, December 31, 2007 Bl | 2375 4226

(17 Represents pel shares sl from Sesany persuan 1o e Coanpany s stock-based compensation progiams

In the event of a liquidation, dissolution or winding-up of the Company, holders of Common Stock would be entitled 1o receive a
proportionate share of the net assets of the Company that remain after paving all liabilines and the liquidanon preferences of any preferred stock.

Comman Stock Held in Treasury

Commmon Steck held i creasury 15 accounted for at average cost, Gams resulimg from the reissumnce of “Common Stock held in weasury™
are credited o “Additional paid-in capital.” Losses resulting from the reissuance of “Common Stock held in treasuny™ are charped first to
“Additional paid-in capital” 1o the extent the Company has previously reconded gaings on treasury share transactions, then to “Retained camings. ™

In June 2015, Prudential Financial's Board of Directors authonzed the Company o repurchase at management's discretion up to 51.0 billion
of its outstanding Common Stock from July 1, 2005 through June 30, 2016, As of December 31, 2015, 6,1 million shares of the Company’s
Commaon Stock were repurchased under this authonzaton at a towl cost of 5500 mallion.

In December 2005, Pradential Fimancial's Board of Direciors suthonzed the Company to repurchase at management's discretion up to $1.5
Billion of its owstanding Comman Stock during the period from January 1, 2006 through December 31, 2006, Effective January 1, 2016, this
authonzation superseded the Company s previous S10 billion share repurchase mnthenization that covered the period frem July 1, 2005 through
Jume 30, 2006, In August 2016, the Board of Directors authorized a 5500 million increase 1o the nuthorization for cabendar year 2016, As a resulti,
the Company’s aggregate share repurchase authonzation for the full vear 2016 was $2.0 ballion. As of December 31, 2006, 25.1 million shares of
the Company’s Common Stock were repurchased under this authonzation at a woial cost of 520 lalhion.

In December 2014, Prudential Financial's Boand of Directors authorized the Company to repurchase st management’s discretion up to 51 25
Balliony of its outstanding Common Stock from Jaouary 1, 2007 teough December 31, 2007, As of December 31, 2007, 11.5 million shares of the
Company s Commion Siock were repurchased under this puthonzation at o total cost of $1 25 billion

In December 20017, Prudential Financial’s Board of Directors authonzed the Company 1o repurchase at management s discretion up to $1.5
billion of its outstanding Common Stock during the period from Javuary 1, 2018 through December 31, 2018,

The timmg and amount of share repurchases are determined by mumagement based vpon market combinons and other considerations, and
repurchases may be effecied i the open market, through derivative, acceleraied repurchase and other nepotiabed transactions and through
prearranged tradding plans complying with Bule 10b35-1(c) under the Securities Exchange Act of 1934 (the “Exchange Act”™), Mumerous factors
could affect the timing and amount of any funire repurchases under the share repurchase authorization, including increased capital needs of the
Company dug to changes in regulatory capital requirements, opportumnes for growth and acquisinons, and the effect of adverse market condinions
on the segments.
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Cian B Kok

On January 2, 2005, pursuant to & share repurchase agreement entered into on December 1, 2004, between the Company and the holders of
the Clazs B Sweck, the Company repurchased and canceled all of the shares of the Clazz B Swock for an agerepate ensh purchase price of 5651
million, resalting in the elmination of the Class B Stock held in treasury, a $484 olhion decrease m “Retamed eamings”™ and a $167 million
decrease in ~Additional paid-in capital.”

In accordamce with the terms of the Share Repurchase Agreement, the holders of the Class B Stock subsequently exercised their nght w
dispute the calculation of the purchase price. This dispute was reswolved during the firg quarer of 2006, resulting v an nerente to e cash
purchase price of $1 1% million, bringing the 1otal appregate parchase price to $770 million. The increase to the cash purchase price resulied in a
correspondmy decrense in “Retained earnings ™

Preferred Kook
As of December 21, 2017, 2006 and 2015, the Company had no preferred stock swstanding.
Ividemads

The declaration and pavment of dividends on the Common Stock is limited by Mew Jersey corporate law, pursuant o which Prodential
Frmangial 15 prolibated from payving a Common Stock dividend 1f, after grvng effect to that dividend, either (a) the Company would be unable to
pay its debis as they become due in the usual course of its business or (b the Company’s total assets would be less than its liabilites. In addition,
the terms of the Company’s outstandmg junor suborduated dett mclude o “dvadend stopper” provisson thiat resinets the payment of dividends on
the Common Stock if imerest payments are not made on the junior subordinated debt.

As of Decomber 31, 2017, the Company’s US. GAAP retained camings were 528,504 milison, Crther than the above limitanions, this
amaoil is free of reurictions for the payment of Common Swek dividends; however, Common Stock dividends wall be dependent upon financial
conditions, results of operations, cash needs, future prospects and other factors, meluding cash available 1w Prudential Financal, the parent helding
company. The pnncipal sources of funds available o Prudential Financial are dividends and retums of capital from s subsicdhanes, loans from s
subsidiaries, repayments of operating loans from s subsidianes, and cash and other highly liguid assets. The primary uses of funds at Prsdental
Financial include servicing its debi, operatng expenses, capital contributions and loans o subsidiaries, the paymemt of declared shareholder
dividends and repurchases of outstanding shares of Common Stock 1f executed under Board avthority. As of December 31, 2017, Prodentinl
Financial had highly liquid assets predominantly including cash, shom-term investments, US, Treasury securities, oblignnons of other LS.
povernment authonties and agencies, andior foreign government bonds of 54376 million, exclwling amounts beld in an intercompany hgquidity
acoount,

Future cash avmlable st Prudential Finaneial o support the paymemt of future Common Stock dividends s dependent on the recept of
dividends or other funds from its subsidiarics, the majonty of which are subject to comprehensive regulation, including liminations on their
pavment of dividends and other transfers of funds, which are discussed below:

With respect o Prudential Insurance, the Company’s primary domestic msurance subsidiary, Mew Jersey insurance law provides that,
except i the case of extraordinary dividends (as descnbed below], all dividends or other distnbutions paid by Prudential Insurance may be pard
catly from unassigned surplus, as delermined pursuant o stalutory accounting principles. bess cumulative unrealized mvestment gains and losses
and revaluation of assets as of the prior calendar year-end. As of December 31, 2007, Prudenval Insurance's unassigned surplus was 35,450
mallion, and iv recorded applicable adjustments for cumulative wnrealized iovesiment gains of 5726 million. Prudential Insurance must give prior
notification o the NIDOBI of s intent to pay any such dividend or distnbution. Also, i any dividend, topether with other dividends or
distnbutiong made within the preceding taelve months, exceeds the preater of (i) 10%% of satery capital and surplus as of the preceding
December 31 {59,948 million as of December 31, 20171 or (it} vis statutory net gam from operations excluding realized investment gains and bosses
for the melve month pernod ending on the preceding December 31 (8505 mullion for the vear ended December 31, 2017). the dividend s
considered 10 be an “extraordinary dividend” and requires the prior approval of the NJDOBIL Under New Jersey msumance law, Prodental
Inswrance i permitted to pay an ordinary dividend of up o 5995 million after June 28, 2018, withowt prior approval of the NIDOBL

The laws regulating dividends of the states where the Company®s other domestsc insurance subsidiaries are domiciled are similar, but not
identical, to Mew Jersey, In Arzona, if any dividend, mpether with other dividends or dismibutions made within the preceding twelve months,
exceeds the lesser of (i) 10% of stamtory capatal and surphus as of the preceding December 31 or
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(i} dts statory nel gain from operations excluding realized investment gams and losses for the twelve month period ending on the preceding
December 31, the dividend 15 considered 1o be an “extraordinary dividend” and requires prior approval of the Anzona Department of Insurance.
Undier Anzona insurance law, Pradential Annuitses Life Assurance Comporation ("PALACT), an Arnizona domiciled insurer that is a subsadiary of
Prudential Financial, is permitted 1o pay an ordinary dividend of up to $806 million in 2018, without prier approval of the Anzona Department of
Insurance. OF the $806 million, $156 million = permatted to be pard after September 28, 20058, and $650 million is permied (o be pasd afier
Degember 21, 2008, wathout prior approval of the Arizona Deparntment of lsurance.

The Company's inmernational insurance operations are subject o dividend restnctions from the regulmory authorities in the jurisdictions in
which they aperate. With respect 1o The Prudentmal Life lnsurance Company Lid. (“Prodential of Japan™) and Gibraletar Life, the Company's most
significant imemanonal insurance subsidianies, both of which are domiciled in Japan, Japan insurance law provides that common stock dividends
may be puid moan amoeumt of up o 3% of pror fscal vear sttulery aflerdax enmmgs, ofter certam reserving thresholds are met, meluding
providing for policyvholder dividends. IF statutory retmned eamuings exceed 10024 of statutory paad-in capinal, 1002 of pnoer yvear statulory after-lax
enrmings may be paid, after reserving thresholds are met. Dividends in excess of these amounts and other farms of capital distnbution require the
prior approval of the Japan Financial Services Agency (“FSA”). Additionally, Prodential of Japan and Gibrakar Life must give prior notificatson to
the F5A of their intent to pay any dividend or disiribution. In additem 1o paying common stock dividends, Prodential of Japan and Gibeabar Life
may retum capital to Prudential Financial through other means, such as the repayment of subordinated debt or preferred siock oblhigations held by
Prudenual Financal ar other allilaes,

As of December 31, 2017, Prudental Holdings of lapan, Inc. ("PHJ7), the paremt of the Company’s Japanese operations, retained 5248
mallion of dradends recerved from ats mtemational insurance subsishanes mn 2006, that remamed avaslable o be pad a5 a dividend 1o Predentoal
Fiancial. The current regulatory fiscal yvear end for both Prudential of Japan and Gibraltar Life 1s March 31, 2008, afier which tme the common
stock divedend amount permitted (o be pard withow pror approval from the FSA can be determimed,

Ie acdelitioin, although prios repulatory approval may nod be fequired by law for the payment of dividends up to the limitations deseribed
above, n practice. the Company would typically discuss any dividend payments with the applicable regulatory authonty prior to payment.
Addinonally, the payment of dividends by the Company’s subsidiarses 15 subject to declaration by their Board of Directors and may be affected by
market condstions and other fsctors,

Neatntory Nef Tncame, Capital wnd Surplus

The Company’s domestic insurance subsidianes are required o prepare sandory financial statements in accordance with statubory
avcounting prachices prescribed or permited by the insurunee department of the stne of domcale, Statuiory accountmy practices primariby differ
from LS. GAAP by charging policy scquisition costs 1o expense as incurred, establishing future policy benefit liabilities using different aciuarial
actwmgiions as well as valuing investments and certnin assets and accounting for deferred mxes on o differem bawis. Statutory net income {(foss) of
Prudential Insurance amounted to ${217) million, $5.214 million and 55253 million for the years ended December 31, 2017, 2016 and 2015,
respectively, Stamtory capatal and swrphes of Prudential Insurance amounted (o 59,945 millieon and 511,290 million ot December 31, 2007 and
2016, respectively. Statutory net income (loss) of PALAC amounted 1o $3.91 1 million, $(2,018) million and $340 million for the vears ended
December 31, 2007, 2006 and 2005, respectively, Stautory capatal and surplus of PALAC amounted to 58,059 mullon and 55,718 million at
Diecember 31, 2007 and 2016, respectively.

The nsk-based capial (“RBC” ) ratio s a promary mensare by which the Company and 1ts insurance regulators evaluate the capral ndequacy
of Prudential Inswrance and the Company™s other domestic surance subsidiaries. RBC s determined by NAIC-prescribed formulas that consider,
among other things, rsks relited o the type and quality of the mvested assets, msurnee-related risks assocmted with an msurer’s products and
liakbilities, inerest rate risks and peneral business nsks I a subsidiany’s Total Adjusted Capital ("TAC™), as caleulated in a manner prescribed by
the NAIC, falls below the Company Action Level RBC, corrective action 15 required. As of December 31, 2017, Prudential Insurmnce and PALAC
both hod TAC levels in excess of 4.0 rimes the regulatory required minimums that would require corrective action.

The Company s mternntonal insurance subsidianes prepare financial statements in accordance with local regulatory requirements. These
stalutory accouniing practices dilfer from U5, GAAP primarily by charging policy acquisition cosis 1o expense as meurted and establishing future
pelicy benefit labalities usang different acuanal assumptions, as well as valuimg nvestments and certain assets and accountmg for deferred xes
on & differem hasis.
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The F5A utilizes a solvency margin ratio to evaluate the capital sdequacy of Japanese msurance companies. The solvency margin ratio
considers the level of solvency margin capital 1o & solvency margmn nsk amount, which is caleulated i a similar manner to RBC, As of December
31, 217, Prudental of Japan and Gibraliar Life both had solvency margin capital in excess of 3.5 umes the regulatory required mimimums that
woneld require comrective acton

All of the Company’s domestc and intemational imsurance subsidianes have capital and swrplus levels that exceed their respective
regulatory minmum requirements, and nene utilized presenbed or permatted practices that vary matenally from the practices presenbed by the
MAIC or equivalent regulatory bodies for resulis reponied as of December 31, 2007 and 20016, respectively, or for the vears ended December 31,
2007, 2016 ond 2015, respectively.

Accwmuloted (hlher Compreltensive Fucome (Loss)

The balance of and changes in each component of “Accumulated other comprehensive income (loss) atmbutable 10 Prodentol Financial,
Ie.” fior the yeurs ended December 31, are as follows:

Arcumubstval Cther Comproheonsive Inenme {Liss)
Avtribmtahle i Prudenlisl Financisl, Inz.

Fareign et Usrealieed Pensson and

Cureacy Invesimsent Parstretisement

Tianalalbn Clains Lln recosainnl Nl Tulal Acciimulaled CHher

Al jusimsrnid {Lavssimjid b Perislic Beneli (Cansii Lamprehensive Imcome {Lessy

{in millons)

Balance, December 31, 2004 g (975} % 19,251 5 (2,226) s 16,050
Change in OCT before reclassifications 1245} (3,161) {457} {3,863)
Amounts reclassified from AGCT 17 (2.32%) 193 (2.115)
Income tax benefil (expense] 116 2008 89 213
i i T L {1,087 15,773 {2401 12,285
Change in OCT before reclassifications 199 176 (4681 4907
Ampunts reclassified from AQCI 13 (1.493) 14 {1.266)
Icome tux benefit (expense) (B8} (1,285) 78 (1,303}
Balance, December 31, 2006 (973) 18,171 (25T 14,621
Change in OC1 belose reclassifications ThE 4026 (153} 4,641
Amgunts reclassified from AOCK i {1,638) 334 (1,4804)
[mcoane tax benefit (expense] {65} {00} [REL)] (754}
Balance, December 31, 2007 § (2690 % 19968 § (2625) 5 17.074

(1§ Ipshides cash Pow bedges of 3395 milion, $ 1516 nullion md 1,165 millon e of Decanber 31, 20017, 20146, and 20615, respecivvely.
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Reclossiffeations ot of Acenmulated (iler Comprehensive Incomne (Loss)

Amounts reclassified from AOCIH2Z)
Foreign currency translation adjustment:
Foreign currency ranslanon adjustmient
Foreign currency mansinnon adjustment
Toaal foreign currency transluion adjustment
Mer unrealized investment gains {Josses):
Cazh flow bedges—Interest Rote
Cash Mow bedges—Cumency! Interest rale
Met unrealized investment gains {losses) on
avnilable-for-sale securnitios
Total net unrealized imvestment guins (losses)
Amartization of defined benefit inems:
Prior service cost
Actuarnial gain (loss)
Total amonization of defined berefit items
Total reclassificmions for the period

£ 11 All amounis are dwwn beloce tix

Yewrs Ended December 30
7 2 s
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AfTected Bne itens in Comolidated
Sdabements af Ciperations

{in millinms )

5 M s (n 3 {E)
2 1] [k

(1) (13} (1

(2 5 (7

{186 156 247
1.647 1.042 2085
1,629 1,493 2328

3 £ 13

(227) (25 {2063
(224) (214) (193

5 144 5 1266 5 2115

Renlized mvestmient paims (losscs), net
Other income

(E
in

i

{5
i

121 Pemiiive smouris imbeie gaiisbenelios reclesi el o of ADCT, Negative amounts didicate fossesionsts peclassifod o of ADC]

31 Soe Noie 20w sdstional infomaism om caxh (e boidpes

{4 See mhle helow (e pdditoea] mivamaiion s mreslized mvedment gains (oases), ocluding che impaect om defemad policy sequisimon and other costs, fusee policy benefits aml

pelicvbokden” dividinds
151 See Naole 1K fir informaliom om employes henefil plans

Jr 4
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Nt Unrealized Investarent Gainy (Losses)

Met unrenhized mvestment gams (Jossesh on secuniies classified as avadlable-for-sale and cenam other long-term investments and other
assets are included in the Company’s Consolidated Statements of Financial Position as a component of AQCL Changes in these amounts include
reclassificanion adjustments to exclude from “Other comprehensive income (boss)” those tems thar are meluded as pant of “Ner income” for a
peniod that had been pan of “"Other comprehensive income (loss)” in earlier periods. The amounts for the periods indicated below, split between
amounts related to fixed manenty secunites on which an OTTI loss has been recogmized, and all other net unrealized imvestment gains (losses), are
as follows:

Ner Unrealized Tnvestmony Gty ¢ Losses) on Fived Matneioy Seeurities on which an Q7TE loss fuy beer recognized

Accumidlated Ciber
Comprobemive
Future Malicy Dheforred Engnme (Liss)
DAL, D51, Benefids, Pulicy badders’ Incame Related Ta Sei
et Uncalbeed YOHBA and Agcount Tan U mrealised
g | Lavnes ) Reimsuranc Balances aml Palicibolider” i Lbabligy Imvesiimend
i Iavesimenis Regoagrahles Rrinsurance Pavaldo Dhiw ickemals Benefil Gains [ Lossas)
il mdllboms §
Balance, December 31, 2004 5 M 5 [[a] 5 | L3 A2 3 fm 5 o
Ml imvesimaent gains | loases) om
inveshiments arisng duieg the povied m | 2y
Meclnssificaiicon adpsamend for (pams )
Nirsss incndkal im gl Eoime w7 35 625
Weelnssificaion sdpsemes for G171
Rossses exehuded Tpom ned ineseneq 1) 15 i {1a
Imepasct of met unrealized imveshimend
(gaina) loases on DAL, ST and
— i i) ¥
Inspact ol met unreabisod myestmmd
tpains] lowses on fadire polcy bonefils
il pilseyhoklers’ nooaimi balemsees 1 e 1
Imepact of mct unrcalicod mvestmend
:g,l.lru.] lirsgs on policyholdos®
dividendl i [ i
lialapce, Peormber . 2005 114 & i ) (i 14
Net invesiment gains (losses) om
fmvestmenty arimg durieg the ponead W3 @i 62
Wochmsilicatsom sdpntment for ( gams)
loases ncloded 10 nel moome 1 ™ i
leeses excluded from ned incomet | ) {18 5 {113
Inspaici ol met unrenlized imvesimeni
{gains] losses on DA, [0S and
ViIEA (1) 3 [
Tiisgact of et uibealuted diveatinest
{gains) losses on fature polscy benefits
aml polscyhiblen accoint balasses A o =5
Titspenct of et isrealited et
{paina] lossis on policyholden’
dhvidomds i 1) I (LLL]
Balan<v, Deoember 31, 2006 5 103 g 51 L] ] £ (k)] 1 on 3 5
et imvestment gains | losses) om
IvEsImenls areng duneg the ponend T [y i7
exlassificatam adpstment for { pams)
Yossos incladal i ol B (%) 21 4]
Hexhssilicalsm adjpntinged fox CTT]
Bomses exehudded Trom ned incomet 1) i 5 sy

Impact ol pei unrabiicd myostmend

(gming) losses on DAC, DEL VOTRA

nd peimsimnee fecoversbles 3 in 3
Tompaict ol et unrealiecd imvestment

gains) losses on fatupe polacy

ene ligs, policyvholdes’ scoum

Balames mdd nenaurasce payptikes i L] ?

[ o R E

{gmin] |osses on policyholders’

dvideneds 1 ] 1

Balange, December 3, 2007 5 IRk % i % ] 5 [ % [ ] 147
i
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AN Ehher Ner Unrealized Investmen Clates (Losses) e AT

Balance, December 3, 2004

el investment gains | lisses) om
invesinents afiang dumieg he pomid
e bussi ficaiacen mdpsamend on | gams
Rossen incSuckal im et bscome
Hexlassilicatim adpstmesd foe (]
losses g lusked T net anecenei 20
Impait of met uncoabizied vt
{pains) losses on DAC, DS and
VonA

Inapait of met unrealieed mvestmend
(gmins) losses on fahme policy bonefis
bl prlseyhoiblers’ aocoinil balssees
Imspact of met unrealicod investmeni
(gatines) Jusses on policybiolders®
dividesds

alance, Deoember 3. 3005

Ml invsimnd gains (losses) om
Reclnssificaton adjsament for (pams)
losses incloded in nel Imcome
Hexlassification adpmtmess for (YT
Birsses e huded Teoni et ineeenzt )
Inspact of st unrealized imvestment
[aniisd hosses on DAL, D61 aid
VA

Tt ol et unpca luted sivcsbinet
{gains] losses on feture polecy bonefits
anal pudscyhakiers acommi halaswes
Trispnct ol et inewmined sfvesimed
{gains] losses on policyholders®
dividensds

Balance, December 3. 2006

Mot imvestnaenl gains {losses) on
IVesEmeTEs ariang duneg the ponand
e lassificatuon adpntment or gams)
losses includerd im el moome
Rechssification adpstment e OTT]
losses excluded from net inoomet )
Imapaci ol net unrenhzed mvestmend
(gaing) losses on DAC, DL WVORA
apl peEmmurance recoversbles

Iospact ol st unrealized vestment
{gains) lowses on fetne polsey benefits,
palicvBeddins” aokosad halanees and
ronsliranoe payabdo:

Inspact of met unrealized mvestmend
{pains) losses on policyholders
dividesads

Balange, Deveomleer 3, 2007
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Repoessnibs “tramslon an™ selated 1o the porticon of OT T kesss reeognioed dusing U pencsd hal weie il rovogiissal i cattungs Tor sectiniie s willy nes prast OFTTT loss

Acsumidlated (Hber
Comprehemsive
Future Palicy Dieferred Incnmse [Loss)
AL, D51, Bemeliis, Pollcyholdon Imcomc Relaieid T Nel
Mol Unrealiced VOBA and Avcount Tan Uniralised
Giainy { Losaes) Rl Bak s and Palicy holders” {Liahiliiy} InvesEmand
om Investmenisi 1) Hecoverables Heimsuranse Panvahle Dividomids Bemolit Giainy (Lowary)
jin millons)
3 6, Tl 5 (1455) 3 (1282 5 45, 0k6) TR R 1947
[ERITT] i iy
[pdal ] Ll ] {LAIT)
(1] ) [']
95 {2 455
1] AT [E1]
2% (ELki] 1451
XM AT i 1.4} LRt ] TS 15527
5658 (1.#1a) 3T4E
i LA Siu (L]
Is 5 1
(R 53 {3y
54) " {63y
LITER il (1113
3240 1) [Nkl (e ] {5204 (EALIE]
L3016 {1,428 £y |
1544 421 {LI13)
20 5 15
(Lt (L] 1135
(107) e (b
1651 190 [EEaN]
§ 6017 5 {1 3may ] {1.24%) 4 3B 5 (9EIT) & 19521

010 Inluckes cond Mo Bedges. See Mot 21 Tor infonmation on cash Aow bedges,

(]

234

Repeosmnts “Tradslers daf " felased 1o ihe porhon of O] lisses eocopitod during the perod il wore nol redogmisod i cdemmgs T socurhes wilh oo poot O ks
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16. EARNINGS PER SHARE

A reconciliation of the numerators ond denomimators of the basic and diluted per share compuistons of Conmon Siock based om the
sonsuhidated earmngs of Prsdenual Financial for the years ended December 31, 15 as follows:

7 i iz
Welghted
Wightel Averaps Weaghted
Avyrage Per Share Sharos Por Share Avcrapo Por Shary
Inznimse Shares Amuouml Incnmi Amumni Imeomi Shsres Amamni

{in miBinns, eyoept pre share smusnisg
Basic earnings per share

Met income { loss) $ T.074 % 4419 § 5712

Less: Income {boss)

Iarn-ibmhle tov poncomntrol g

interests 1 5l m

Less: Dividends and

utdisanbuted earmings

allecated o participating

wivested share-based payment

awards 05 Stk 55

et income (loss) auribusable

1 Prudential Financial

available i holders of

Comman Stock 57768 4270 § 1819 4318 4382 § 085 8§ 5587 4517 $ 1237
Effect of dilutive securitics

and compensation programs

Audd: Davedends and

umdistibuted eamings

allocated 1o participating

wirvested share-based payment

awards—Hasic & 95 5 S0 § 55

Less: Divadends and

unsdistnibuted eamings

allocted 1w participating

unvested share-based payviment

awards—Ualuted a4 49 54

Stock options 21 L% z3
Deferred and long-term

compensation programs 1.1 0.5 0%
Exchangenble Surplus Motes 17 53 17 57 17 55
Diluted earnings per share

Met incomse (loss) atmbutable

1o Prudential Financial

available o holders of

Common Stock 7786 4360 S 1786 $4336 4466 S 071 S 5605 4504 S 1217

Unvested share-based payment awards that comain nonforfertable nghts o0 dividends are participatmg secaritics and mcladed in the
compaation of eamings per thare pursisant 1o the two-class method, Under this method, eamings annbuotable o Prodentia] Finoncial ane allocaed
between Common Stock and the paricipating awards, as if the awards were a second class of stock. During periods of net income available to
lelders of Common Swock, the calculation of earnings per share excludes the mcome atnbutable o paricipating secunties i the oumesator and
ithe dilutive impact of these secunties from the denominator. In the event of a net loss available 1o bolders of Common Siock, undistribuied
earmings are w0l allocated o participating securities and the denominator excludes the dilutive impact of these securities as they do not share in the
losses of the Company. Undistribuied camings allecaied to pariscipating unvesied share-based payment awards fior the vears ended December 31,
2017, 2006 and 2015, as applicable, were based on 5.2 million, 3.1 million and 4.4 million of such awards, respectively, weighted for the pencd
they were outstandmg.

15
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Stock options and shares related 1o defierred and long-term compensation programs that are considered awndilunve are excluded from the
computation of diluted exmings per share. Siock options are considered antidilutive based on application of the reasury stock method or in the
evem of a net loss available 1o holders of Common Stock. Shares related 1w deferred and long-term compensation programs are considered
antichlutive in the event of a net lass available ta holders of Common Siack, For the years ended December 31, the mamber of stack aptiens and
shares related to deferred and long-term compensation programs that were considered annidilutive and were excluded from the computanon of
diluted earmrings per share, weighted For the podtion of the penod they were outstandingg, ane as follows:

2017 g 2 E]
Exercise Exercise Exercise
Price Per Price Per Price Per
% hares Share Sy share S hsres Share

yin millions, except per share amouns, hased om
wrighled average)

Amntidilutive stock options based on application of the treasury stock

methad 0.3 $ 1108 v By £ 8397 14 § K797
Antichiutree stock options due to net loss avanlable (o bolders of
Common Stock 0. LT] (X}
Aumtidhilutive shares based on application of the treasury stock method o1 0o o
Auntidilutive shares due 1o net loss available w kolders of Common
Seock 0.0 1] 1
Total antidilutive stock options and shares 0.4 27 2.4

lii Sepreraber M0, the Company issued $500 million of surplus sotes with an imerest rate of 5 36% per aninii which are exchangeable at
the eption of the note holders for shares of Commeon Stock. The initial exchange mie for the surplus notes was 101235 shanes of Common Stock
per each $1 000 principal amount of surplus notes, This was equavalent 1o 5.1 million shares and an mitial exchange peice per share of Common
Stock of $95.78. The exchange mie is subject to customary anii-dilution adjustments and is sccordingly revalued during the fourth quarter of each
year, As of December 31, 2007, the exchanee rate is equal to 11,7643 shares of Commaon Stock per each 51,000 principal amownt of surplus notes,
This is equivalent 10 558 million shares and an exchange prce per share of Common Stock of 8500 In calculating diluted camings per share
under the ifconverted method, the potential shares that would be issued assuming a lypothetical exchanpe, weighted for the period the notes ane
outstanding. are added to the denosminaior, and the related mierest expense, net of tax, 15 excluded from the numerntor, if the overall effect 15
dilurive,

1T SHARE-BASED PAYMENTS

ity Incemiive Plan

Prodential Financial, Inc's Ommibus Incentive Plan provides stock-based awards inchuding stock opbons, stock apprecution nghts,
restrcted stock shares, resiricted stock unins, stock senled performance shares, and cash senbed performance units, Dividend equivalents are
wenerally provided on restricted steck shares and restricted stock wnits ousstanding os of the record dote. Dividend equivalems are generally
accrued on target perfommance shares and unis outstanding as of the record date. These dividend equivalents are paid only on the shares and umits
relensed up 10 0 maximum of the target number of shares and units awarded. Generally, the requisite service perod i the vesting penod, There
were 23,092,637 authorized shares available for grant under the Omunitus Flan as of December 31, 2017,

Ceompensation Costy

Compensatron cost for restrcted stock wmts, performance shargs and performunce units granted 10 employvees 15 measured by the share price
of the underlying Common Stock at the date of grant.

Compenzateon cost for emploves stock options &= based on the farr values estimated an the grant date. The fair value of each stock option
award is estimated using a hinomial option pricing model on the date of gram for steck oprions issued to emplovees. The weighted average grant
date assumptions used in the binomial opion valwaton model are as follows:

26
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Expected volatility 3529% 18.36% 34,67%

Expected dividend yield 2.84% 3.90%, 10085

Expected erm 5.60 yenrs 5.61 years 5.57 venrs

Risk-free interest rate 2 .06%a 1.25% 1.61%

Expected volanlities are based on historical volaility of the Company's Commen Stock and implied volanlities from wraded options an the
Company's Common Stock. The Company uses historscal data and expectations of fisure exercise patierns to estimate option exercises and
employee terminations within the valuation model. The expected term of oprions granted represents the period of time that options granted are
expected to be outstanding. The nisk-free rate for periods associated with the expected term of the option 15 based on the U5, Treasury vield curve
it effect a1 the tise of grant

The following chart summanzes the compensation cost recognized and the related moome tax benelit for siock options, resincied siock
ustits, performance shares and performance units for the years ended December 31

2 Ini& pUTE]
Total Total Total
Campenusiben Cost Income Tax Campensutbon Cosi Income Tax Campemsation Cost Inceame Tax
Revsgrnizel emetin fecagnined Ibemetin e nieed Bemedl
fin millions)

Employee stock options 5 12 5 5 5 19 5 o 21 5 8

Employee restricted ssock units 142 sl 126 47 11 42
Employee performance shares and

umits 109 41 57 i | a2 12

Total 5 263 H 97 % 202 5 75 % 164 5 62

Compensation costs refated o stock-bhased compensation plans capitalized in deferred acquisition costs for the years ended December 31,
20017, 2006 and 2005 were de minimis,

Ktock Options

Ench stock opiion granted has an exercise price ul the far market value of the Company’s Common Stock on the date of grant and has a
maximum teren of 10 years, Generally, one third of the option grant vests in each of the first tuee years.

A summary of the stais of the Company s stock option grants is as follows:

Emplayee Stock Optiens

Welghted Average
ShErE Excrchie Price

Outstandimge at December 31, 2016 6, T8 302 5 03,53
Gramed 410,50 11015
Exercised (2,385,170 6350
Forfeated (28,9104 £69.23
Expired (3.821) 8329
Outstanding a1 December 31, 2017 4,729 402 5 67.3%
Exercisable at December 31, 2017 3248670 £ 6191

The weighted average grans date fair value of emplovee stock opuons gramed dunng the vears ended December 31, 2017, 2006 and 2015
was 82791, S14.8] and S18 45, respectively.

The total inminsic value (L., marker price of the stock less the opiion exercise price) of employee stock options. exercised during the years
ended December 31, 2007, 2016 and 2015 was 5109 million, £120 million, add 549 million, respectively,

The weighted average remaimng contruchizal term and the agprepate intnnsic value of stock optiens emstanding and exercisable o of
December 31, 2017 is as follows:

227
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Mﬂ_t!.tr 3, 2T
Em| Stock
Welghted Average
Remaining Agpregaie
Conirsstual Term Intrimsic Value
(im yemrsp iim ol s i
Oursianding 5560 % 225
Exercisable 45 5 Iz

Restricied Stock Unlts, Performance Share Awards and Performarnce Unlf Awards

A resiricted stock unit 15 an unfumded. unsecured right 1o receive a share of the Company’s Common Stock at the end of a specified penod
of tme, which is subject to forfernure and tunsfer restrichions. Generally, the resticnons will lapse on the third anniversary of the date of gran.
Performance shares and performance units are awards denominated in the Company's Common Stock, The number of units is determined over the
performance period, and may be adjrsed based on the sansfaction of certain performance goals for the Company, Performance share awards are
pavable in the Company s Common Stock. Performance unit awards are payable m cash,

A summary of the Company s restricted stock units, performance shares and performance umit awards 15 as follows;

Performance
Restricted Wekgheed Share asil Welghted
Sk Average Grani Performance Average Giranl
I'J_'d_h Dtz Fair Value Ulniil Awardsi 1} Dhaie Fair Yalee
Restricted at December 11, 2016(2) 4,979,707 3 7377 1,663,673 5 104 06
Giramtedi 2} 1,540,848 110,349 ail,179 11498
Forfeited {125.209) 8334 19,6100 10921
Performance adjustment{3) 105,829 110.45
Released (1,253.305) 24,08 (540,739) 110,45
Restricied at Decenber 31, 2017(2) 5. 142,041 5 5200 1,820,332 5 114,98
e e e e e e

(1) Perlemance share sed perfomsande wut svands oellect e anget wmy swanded, podaced [or forfeinires and releasss to date. The actual pember o units f be awandod of the ol
ol vach perlomsance porsd will range bebtween %% and 125% ol (he tarpet number ol usds pranied, based wpom & mensune of the peported porformance fog (ke Company rolative

T sl poals
i3] For perfismance share ani perfiemance unit swands, the grani dste s ibe same o5 the doie the grant veds. The Seaiunes ol the grant are such thai o mutssl indersinnding of e
kg terp mnd conditioss of the oward between the anplvec and cmploye heve pot boeen reeched unnl the grast js vestal, Consoquently, the weighiod aversge grant dale fe
walue as ol Decgmnber 31 2007 and Dot 31, 200106 1 e clming stk prsce off Prickntial Fioassal s common stock on Thise dates,
{11 Represents ihe difference between the target units grasted and (he actus] nnits awanded based upom the mitainment of perfomance goals for the Cormpany
The fair market value of restricted stock umits, performance shares and performance umis relensed for the vears ended December 31, 2017,
2006 and 2005 was 5196 milhon, 5128 million and $£162 milhion, respectively,

The weighted average grant date fair value for restricted stock units granted during the years ended December 31, 2017, 2016 and 2015 was
S110.39, 564,12 and 578 4, respectively, The weighted avernpe prant date fir value for performance shares and performance units granted durng
the years ended Decembser 31, 2007, 2016 and 2005 was 5114 98, 510406 and 581 41, respectively.

Unrecogmized Compensation Coxt

Unrecogmized compeidation cost for stock opteons as of December 31, 2017 was 53 million with & weighted average recognition penod of
|64 years. Unrecopnized compensation cost for restricted stock units, performance shares and performance units as of December 31, 2017 was
152 millson with a weighted avernge recopnition period of 171 vears.

Tax Benefits Realized

The tax benefit realized for exercises of stock options during the veurs ended December 31, 2007, 2006 and 2015 was $39 mullion, $41
million and 520 million, respectively.

The tox benefit realized upon vesting of resinicted stock units, performance shares and performance units for the vears ended December 31,
2017, 2016 and 20015 was 570 million, $46 million and $38 million, respectively,
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Nettlement of Awards

The Comgpany’s policy 15 to 1550e shares from Common Stock held in treasury upon exercise of steck options, the release of resmicred stock
itits and perfommance shases, The Company uses cash 1o settle performance units, The amount of cash used to senle performance unis during the
years ended December, 31, 2007, 2006 and 2015 was $27 million, 518 muillion and 32 | million, respectively.

15 EMPLOYEE BENEFIT PLANS

Pewsleanr aind (0her Postretirement Plans

The Company bas funded and non-funded non-conmbutory defined benefit pension plans (“Pension Benefits"), which cover substanually
all of its emplovess, For some einplovees, benelis are based on hinal average earmings and length of service, while benefits for oiher eiiplovees
are based on an account balance that takes into consideration age, service and eamings durmg their career.

The Company provides certain health care and life insurance benefits for sts retired emplovees, therr benehicianes and covered dependents
{“(her Postretirement Benefits”), The health care plan 15 contibutory; the life insurance plan i non-contmbutory. Substantally all of the
Compuny's LS. emplovees may becoms eligible 1o receive other postretirerment beaefins. if they retire after swe 55 wath at least 10 vears of service
or under certam circumstances after age 50 with at least 20 years of contimsous service.

Prepaid benefits costs and acerued benefit habilities are meluded in “Other assets™ and “Other Babihities.” respectively, in the Company s
Consolidated Sttements of Financinl Position. The staus of these plans as of December 31, 2007 and 2016 15 summarnized below:

)
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Penssan Henelils [hber Postrclircment Benelils
__ImT M w7 016
iim milllopa b
Change in benefit obligation
Benefit obligntion at the beginning of period S 2T % (12221) $ (2084) 5 {2159
Service cost (284) (253) (20} 1%
Imterest cost {4786) [498) (R2) (15
Plan pamicipants’ contributions 1] 0 {30} {31}
Medicare Part D subsidy receipis [1] ] (9} {10
Amendments i ( (E)] L
Acmarial gains (losses), net (8711 (6032} 69 46
Settlements 57 4 0 0
Special termination benefits (4) {21 1] 1]
Benefits paid T3 681 172 181
Forgign currency changes and other (643 43} (3) (1)
Benefit obligation ar end of period 3 (13838) 3 (12917) 3 | 1,99} 5 (20840
Change in plan asseis
Fair value of plan assets a1 bepinning of period S 12861 § 12541 5 1,531 5 1,584
Avciual return on plan assets 1,329 BE3 212 ¥
Employer contributions 02 187 14 15
Plan pameipants” contributions 0 0 30 il
Disbursement for sertlements {57 243 0 L]
Benefitz paid {T23) (681} (172} (181}
Foreign currency changes and other 43 143) 0 0
Fair value of plan assets at end of pened $ 13655 % 12861 % 1615 3 1,531
Funded status at end of period 5 [(18)) % (56) 3 (381} 5 [553)
Amounts recognized in the Statements of Financial Position
Prepaid benefit cost 5 2645 § 1538 5 o 5 L
Acenied benafit liabality (2428 (2,594) (381} [553)
et amount recognized S (183 S (%) S (381) S (533}
Items recorded in *Accumulated other comprehensive income (loss)” nol
yet recognized as n component of pet periodic (benefit) cost:
Transition obligation 5 0 % 0o % i 5 i}
Prior service cost (2 (2% 10 1
et actoarial loss 3611 3481 344 557
et armownt not recogmired S 1580 £ 1356 % 354 1 558
Accurmulated benefit obligation S (13,190} S (12300) % {1,995y £ {20845

In addinon to the plan assets above, the Company in 2007 established an imevocable trust, commonly refierred to as a “rabbi wast.” for the
purpose of holding assets of the Company 1o be used 1o sansfy s obhgations with respect to centun non-guab fied retrensent plans {51283 millon
and 51,227 mallien benefit oblipation at December 31, 2007 and 2016, respectively). Assets held in the rabbi trust are available 1o the penerml
ereditors af the Company in the event of msolvency or bankrupicy, The Company may from time 10 time in 08 discretion make contribations 1o the
irust to fimd accrsed benefits payable 1o paricipants in one or more of the plans, and, in the case of a chanpe in contrel of the Company. as defined
in the trust agreement, the Company will be required 1o make contnibutions o the trust 1o fund the accrued besefits, vested and unvested, pavable
on a pre-tax basis fo participants m the plans. The Company did not make any discretionary payments to the trust m 2017 apd 2006, As of
December 31, 2017 and 2016, the assets m the trust had o carrving value of 5881 mlhon and $829 mullion, respectively.

The Company also mamiains a separate rabb irust for the purpose of holding assets of the Company 1o be used (o satisly its obligations with
respect o certamn other pon-qualified retrement plans (581 milhon benefit obliganon at December 31, 2007 and 2006, respectively), as well as
cenain cash-based deferred compensation arrangements. As of December 31, 2017 and 2016, the assets in the must had a carrving value of S120
mialhion and 5115 nullion, respectively,
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Pension benefits for foreign plans comprised [4% of the ending benefit obligaton for both 2017 and 20016. Foreign pension plans comprised
5% of the endang fur value of plan assets for both 2007 and 201 6. There wre no material foreign postretirement plans.

Information for pernsion plons with o projected bemefit obligation in exeess of plan assets

017 Hile

) - (i il )
Prajected benefit obligation & 2875 8 2638
Fair value of plan assets £ 47 5 4
Tnformation for pension plans with an accamlated benefit obligation in excess of plan asserfs

017 s
{in milliens)
Accumulated benefit obligation £ 2655 5§ 2426
Fair value of plan assets g 0 % Fl

There were no purchases of annuity contracts i 2007 and 20016 from Prudestial Insurance. The approximate future annual benefit pavioent
pavable by Prudential Insurance for all mumeity contracts was 521 mullion and 519 mallion as of December 31, 2007 and 2016, respectively,

Cenmporerts of Net Perdodlc Renefit Cose

The Company uses market related value to determine components of net periodic {benefit) cost. Market relnted value recognizes cerain
changes m fair valee of plan assets over a penod of five vears, Changes in the fair value of LS, equities, international equities, real estate and
other assets are recopnized over a five vear period. However, changes 1n the fuir value for fixed matunty assets (mcluding short-tenm ivvestments)
are recognized immediately for the purposes of market related value,

Net penodie (benefit) cost included in “General and adminisirative expenses™ in the Company™s Consolidated Statements of Operations for
the years ended December 31, inclhedes the following components:

(Hiber Pastretirement

— TPension Benefits Bromeefity
Y 26 bils 2T FL ms
{in mnlilians)
Service cost $ B4 5 253 %5 X4 0S5 N O3 19 5 20
Imberest cost 476 408 L] . il | 8
Expected retum an plan assets {781} (T54) {775) {102} {105) {115}
Amartizamion of rransimon obligation 0 0 0 ] n ]
Amortization of prior service cost (3) (&) (%) i} (2} (5)
Amortization of sctuanal {pam) loss, net 191 151 168 if 41 kT
Setlements 13 7 5 i} ] i
Specil termuation benefits( 1) 4 2 4 0 0 0
Met periodic (benofit) cost 5 I84 S5 181 % 107 § 3 § 44 5§ 24

{11 Cemam émploveos. were pioasdad specal Iommmaion beselils ender non-gualificd plans @ the orm of impeduced early rélmcinest benelils as a resaill of ther myoluntaiy
lermmnabm

Chrnges in Accumalated (ther Compreliensive Income

The benefin obbgation 15 based upon actuanal assumptions such as discount, ermmateon, retmemen), morality and salary growtl mies,
Changes at vear-end in these actuanal assumpdions, along with experience chanpes based on updated participant census data are deferred in AOCL
Plon assets genernte actuarinl gains and losses when actual returns on plan assets differ from expected returms on plan assets, and these differences
are also deferred in ADCL The cumulative deferred gain (loss) within AOCT is amortized into camings if it exceeds 10% of the greater of the
benefit obdigation or plan assets at the begmmng of the vear, and the amorhzation penod 15 based upon the actuanally caleulated expected future
years of service for a given plan.
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The amounts recorded in ACQC] as of the end of the persod, which have mot yet been recogmized as a component of net penodic (benefit)
cost, and the related changes m these tems duning the peniod thi ase recognieed m “Other comprehensive meome (loss)” ane as follows:

Chhier Postretlrement
Frasion Boncfits Aenefils
Priar el Priur el
Transitisn Rervier Aciuarial Transition Service Axtuarial

%ll}nﬂ Cusi iGmin] Low Cibsligaihm i (amim) Lasss

{im millioms )

Balanee, December 31, 2014 5 0 5 (4 35 2946 % 0 5 8 5 6NN
Amortization for the period [ B {16E) il 5 {38)
Deferrals for the period 0 [i] 405 ] 2 63
Impact of foreign currency changes pmd other 1] i {10 ] [} (4]

Balance, December 31, 2015 [i} (33 3173 0 (1 621
Amortizatson For the peried 0 & {IB1) [ 2 411
Defermals for the period [} 3 473 ] L] (23)
Impact of foreign currency changes and other [} [} I3 0 L] [1]

Balance, December 31, 2006 0 (25) 1481 0 | 557
Amortization for the penoed 0 3 {191} il L {36
Deferrals for the period (/] [} 323 1] 2 (179
Impact of foreigpn cusrrency changes and other o 0 {2 0 /] 2

Balance, December 31, 2017 5 035 (0§ 1611 § 0§ 1§ 344

The amounts included in AGCT expecied to be recognized as componenis of net penodic {benefit) cost m 2008 are as follows:

Dby

Pensksn FPostretirensnl
Benectti Dioeitty
din il llbensd
Amortization of prior service cost 5 4 % I
Amortization of actuanal {gam) loss, net 214 17
Tolal 5 210 5 18

The Company's assumptions. reloted to the calculation of the domestic benefit obligation (end of period) and the determination of net
perodic (benefit) cost (beginning of period) are presented in the table bebow:

Mension Henelis ‘Deher Pustreti 1 Kemfi

207 b ] K15 2T pLI1Y mis
Weighted average assumpiions
Dizeaunt rate (heginning of period) 415%  450% 4004 4.05% 43858 1958
Diseount rate (end of period) 165% 405% 4500 3607 4.05% 4.35%
Rate of increase in compensation levels (beginning of period) 450%  450%  4.50% MNIA MNiA NiA
Rate of increase in compensation levels (end of period) 4500  450%  4.50% NA NIA NIA
Expected return on plan assets (beginning of period) 625%  625%  625% 7000 7.0H0% 7.0¢RR
Health care cost wwend rates (beginning of period) NiA NiA NIA 6600 7.00% .66%
Health care cost wrend rates {end of period) NA NI NiA 6207 6.60% 700G
For 2017, 20016 and 2015, the ultimate health care cosi trend rate after
gradual decrease unnl: 2021, 202 1, 2019, {beginming of penod) NiA A A % 000G % 00% 5 0%
For 2017, 2006 and 2015, the ultimate health eare cost trend rawe after
grachial decrease until; 2024, 2021, 2021 {end of penod) NIA NIA NiA £.00% 500 5000
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The domestic discount rate used to value the pension and posmenrement obliganons at Decenber 31, 2017 and December 31, 2016 is based
upon the silue of a portfolio of Aa-rated investments whose cash flows would be available to pay the benefin obligation’s cash flows when due.
The December 31, 2017 portfolo s selected (rom a compilabion of approximately 650 Aa-rated bonds across the full range of maturities. Since
yields can vary widely at each matunty pomnt, te Company generally avedds using the highest and lowest yielding bonds at the matunty points, so
as 1o avold relving on bonds that maght be mispriced or misrated. This refinement process gencrally results in having a distnbution from the 10th
o With percentile. The Aa-rated pontfolio ix then selected and, nceordingly, its valiue is a mewsure af the benefit obligation, A single equivabent
discount rate 15 caboulnted to equate the value of the Aa-rated portfolio to the cash flows for the benefit obligation. The result 15 rounded 1o the
nearest 5 basis poants wisd the benefit obligation is recaleulued usmyg the rounded discount rate,

The pension and postretirernent expected long-term rates of returmn on plan assets for 2017 were determined based upon an approach that
considered the allocation of plan msets as of December 31, 2016, Expected returmns are estmated by asset ¢lass s noted i the discussion of
investmienl policies and strategies below, Expected relums on asset classes are developed using a building-block approach that 15 forward looking
and nre ot srictly based upon historical retums, The building blocks for equity returms nchusde inflation, real retwrn, o term premiem, an equity
risk premium, capital appreciation, expenses, the effect of active manapement and the effect of rebalancing. The building blocks for fixed matnity
returms include mflaton, real retun, a térm premiurm, credit spread, capital appreciation, effect of active management, expenses and the effect of
rebalancing.

The Company applicd the sume approach to the determmation of the expected rate of return on plan sssets m 2018, The expected mte of
refurm for 2008 is 6.25% and 7.00% for pension and posiretirement, respectively.

The assumptions for forcign pension plans are based on bocal markets. There are no matenal forcign postretrement plans.

Assumed health care cost trend rates have a significant effect on the amounts reported for the healih care plan. A one-percentage point
increase and decrease in assumed health care cost rend mres would have the following effects:

Uither Poviretivement
Henefits
{im milinms

e perceniage peint increase
Imerense in 1e1al service and imerest costs 5 T
Increase in poswetirement benefit obligaton 130
Ohre percentage point decrense
Decreage in total service and interest costs g 5
[ecrease m postretrement benefit obligntion 08
Plan Asseis

The mvestment goal of the domestic penswon plan assels s 1o generate an above benchmark returm on a diversified pontfolio of stocks, bonds
and other mvestments. The cash requirements of the pension obligation, which include a tradinonal formula poocipally representing payments (o
anbuitants aind & cash balance fosniula that allows lomp swi paviments and anouily payinents, are designed 10 be mel by the bonds and shon-1erm
investments in the porifolio, The pension plan nsk management practices include gaidelines for asset concentration, credit rating and liquidity. The
pension plan docs not invest in leveraped dervatives. Desivatives such as futures contracts are wsed 1o reduce iransaction costs and chanpge asset
concentration, while interest mie swaps and funures are used 1o adjust duration

The mvestment goal of the domestic postretirement plan assets 1 o generatz an above benchmark return on a diversifisd portfohio of stocks,
bonds, and other investments, while meeting the cash requirements for the postretirement obligation that includes 3 medical benefit including
prescrpion drugs, a dental benefit and a life benefit, The postretirement plan nsk manpgement practices mclude guidelines for asset
concentration, credit rating, liquidity and 1ax efficiency. The postretivement plan does mot invest in leveraged derivatives. Denivatives such as
fateres contracts are used 10 reduce onsaction costs and change asset concentration, while interest re swaps and futures are used 10 adjust
dhiranon,

The plan fuducines for the Compamy’s pension and postreterement plans have developed puidehings for psset allocations reflecting a
percentage of total assers by asset class, which are reviewed on an snmual basis. Asset allocation torgets as of December 31, 2017 are as follows:
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Tensinn Pustretiremeni
- Miskeise . Mixhede __ Mbiwn _ . Muideise

Asset Category

LIS, Equities 294 16% 0% %
Imtemational Equities 2% 17% 2% 4%
Fixed Matunities 48% 67% 4% 5%
Shor-term Investments i 15% o8 L
Fueal Estate 2% 16% 0% 0
Oothecr 0% 17% 0% %

To implement the investment strategy, plan assets are invested in funds that primarily invest in securines that correspond o one of the asset
catepories under the investment puidelines. However, at any point in time, some of the assets in & fund may be of o different nawre than the
specified asset cabegory

Asseis held with Prudential Insurance are in either pooled separate accounts or single client separate accounts. Pooled separate accounts
heled assets for multple investors. Each ivestor owns o “unat of account,” Single client separate accounts hold assets for only ane investor, the
domestic qualified pension plan, and cach secunity in the fund is reated as individually owned. Asseis held with a bank are either in
caommon/cellective trusts of snple chent trusts, Cominon of collective trusts hold assets for marg than one vester. Esch mvestor owns & “unit of
account.” Single client musts hold assets for only one invesior, the domestic qualified pension plan, and each secunity in the fund is treated as
individunlly owned,

There were no investments in Prudential Fmancial Common Stock as of December 31, 20017 and December 31, 2016 for either the pension
o postretirement plans,

The authoniistive guidance around fair value established a Temework for messuning fair value. Fair value 5 disclosed wsing a fair value
hierarchy that prioritizes the mputs o valustion techmiques used to measure fir value, 85 desenbed in Note 20,

The following describes the valuation methodologes used for pension and postrennement plans assets measared o fuar value

Tnserance Company Poaled Separaie Accounty, Commuon er Collective Trases, and Upited Kingdom Iswrance Pooled Frundy —Insurance

compny pocled separate pocounts are mvested via group annuty contracts 1ssued by Prodentnl Insurance. Assets are represented by a “unit of
account.” The redemption value of those unils 15 based on & per umit value whose value is the result of the accumulated values of underlying
wmvestments. The underlying mvestments are valued in accordance with the corresponding valuation method for the mvestments held,

Fgrifties—See MNote 20 for a discussion of the valuation methodiologies for equity securities.

{05 Crovernment Securites (honh Federal amd Ssare o (chery, Non D5 Government Secriites, and Corparare Deby —See Note 20 for a
discussion of the viluation methodologies for fixed maturity securities,

Tmperesr Rave Swaps—5See Note 20 for a discussion of the valuatson methodologies for denvative instruments.
Crnarantieed brvestment Comiraeis—The value is based on contract cash lows and available market mites for similar imvesimenis.
Regivtered hrvesiment Companies (Wumal Funds—Securities ane priced at the net asset value ("NAYT) of shares

Uinreelizid Coonw (Lossd on Favestmont of Secirittes Lending Colfateral—This valoe s the contractual position relative o the imvesment of
secunties lending collateral.

Rewl Estote—The values are determuned through an imdependent appraisal process. The estmate of fair value is based on three approaches;
{1} current cost of reproducing the property bess detenoration and functional'economic obsolescence; (2) discounting & sevies of income streams
and reversion at a specifie yield or by direetly capitalizing a single year income estimate by an appropriate factor, and {3) value mdicaed by recem
zales of comparable properics m the market. Ench approach requites the exercise of subjective judpment

Steart=term favesemens—Securities are valued initially m cost and thereafier adjusted for amortizasion of any discount or premium (1.2,
amortized cost). Amortized cost approximates foir value.
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Partrerships—The value of interests owned in parmerships is based on valuations of the underlying investments that include private
placements, structured debs, real estate, equities, fived manerities, commodities and other investments

Private equity and real estaie partnesships do nod provide redemption nights to iheir investors, and there is not a public market fog these
investments. The Plan's ability 10 redeem i investments at the end of the partnership term will depend on the ability of the fund manager to
liquidnte the illiquid private equity or real estate holdings. These funds ane established with expected rerms ranging from seven o fifieen years,
with an option o extend the liguidanon penod for addional terms of up o two vears.

Hedpe Fandv—The value of miersas in hedge funds 15 based on the underdying investments that include equities, debt and other
invesTmenis

Hedpe fusd mvestments are structured as fund-of-funds vebicles or as direct investments in vanous hedpe funds, The fund-of-funds
vehicles are wsed for the purpose of making investments m a diverse portfolio of smaller hedge funds, while the direct invesiments allow for larger
trpeted invesmments without the additional fiees mberent in o fund-of-funds struceure. The hedge fund fnvestments may be subject to initial period
lock-up restrictions, under which capital must remain invesied for o minimum persod, rangmg from one io two years. At December 31, 2017 and
2016, substuntinlly mone of the fusds were in their mitial Jock-up period. Following the expiration of a fund s lock-up period, redenmptions are
pemutied quarterly, semi-anmually or annually, with advance writen notice from 65 1o 185 days, depending on the fund. However, redemptions
from hedge funds and fand-of-funds may also be restricted by a maximum redemption limitanon on ayy redemption payment date, generally siated
as a percentnge of the total fund assets or togal mvestment by the redeeming ivestor; payments of redempoions i excess of that “gate” omount are
deferred, The Plan's hedge fund invesimems include “gate” hmits of 200 w0 25% of the hedge fund’s net assets, depending on the fund.

Varfable Life fswrance Policies—These assets are beld in group and individual variable life insurance policies issued by Prodential
Insurance. Group pohcies are invested n Insurance Company Pooled Separte Accounts. Individual policies are imvested in Registered Investment
Companies [Mutual Funds). The valuee of interest in these policies is the cash surrender value of the policies based on the underlying investments.

Pension plan asset allocanions in accordance with the nvestment guidelines are as follows:
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A ool I her 31, 2007
WAV Practical
Level | Level 3 Level 3 Expedicnt Total
i i i §
U5, Equities:
Pooled separate accountsi 1) 5 0 5 552 % 0 % 0 5 532
Commoncollective truses{ 1} L] 9 /] 0 fi')
Subtotal 631
Intermativnal Equaties:
Pooled separate accounis(2) 0 365 0 0 365
Common/collective tuses(3) 0 315 i} ] 315
United Kingdom msurance pooled fundsi4) 0 56 0 0 56
Subotal 736
Fuixed Maturibes:
Pooled separate accounts{5) 0 1,319 38 0 1357
Common'callective trusts{ 6} 0 509 ] [} S{r
.5, government securities ( federal);
Mongage-backed 0 1 0 0 I
Oihier LS, povermment seciintiss [i] 1,402 1] 0 1,402
L5, povemnment securities (state & other) il 556 1] [ 556
Mon-LL5. government secuntics 0 10 0 0 10
Unied Kingdom insurance poaled funds(7) [ 324 0 1] 324
Cosporate Delbt:
Corpornte bonds( ) [ 1,621 | [1] 3622
Asset-bocked (1] 5 0 0 5
Collateralized Mortgage Obligntions(9) 1] 492 1] 0 462
Interest rabe swaps {Notonal mmount: $1.495) L] 12 1] 0 12
Gruarantesd mvestment contract ] 47 ] (1] 47
Other 10) 578 | 30 0 G618
Unrealized gain {loss) on investment of secunties
lendmg collateral{11) [ i} (1] 0 1]
Subgutal £033
Shon=term Inyvestiments:
Poaled separate accounts 0 56 1] 0 56
United Kingdom msurance pooled funds (1] I o 0 I
Subtotal 57
Feal Estnte:
Pooled seprrnge accounis( 12} 0 0 714 0 Ti4
Partnerships (1] i} 1] 435 433
Subitotal 1.14%9
Onlver:
Parnerships 0 0 0 Ty T
Hedge funds 1] 0 1] 1,421 1,421
Subtatal 21ZI7T
Toral $ 518 §$ 9723 S 792 5 23562 § 13655
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As of Elecember 31, 2006
AV Practical
Level | Level 2 Level 3 Expeddicnt Tustul
[
L5, Equities:
Pooled separate accounisi 1) 5 0 5 472 5 o % 1] 5 472
Commoncollective trusts{ |} 0 6 0 0 f
Subtotal 538
International Equities:
Pooled separate accounts(2) [ 269 0 0 269
Common'collective truses{3) 0 219 (1] 1] 219
United K ingdom insurance pooled funds(4) 1] 49 [i] i} 49
Sulmotal 537
Faxed Martunties:
Pooled separaie accounts(5) L] 1,247 £ 0 1,283
Common'collechive rusts{6) L] 441 1] 1] 441
LS. povernment securities ( federal):
Morngage-backed L] 1 1] 0 ]
Ohher ULS, povermment securities (1] 993 [i] 0 993
LS, povernment securities (state & other) 0 52 o 0 521
Non-LL5. government securiiies (1] 14 (1] 0 14
United Kingdom insurance pooled funds(7) 1] 308 0 1] 305
Corporuie Debt:
Coarporate bonds| 8) L] 4,039 1] 0 4,039
Asser-backed 0 7 0 0 7
Collateralized Morgage Obligations( 9§ 0 506 ] 0 506
Interest rate swaps {Notronal mmount: 52,595) L] a 0 1} 9
Cruaranteed investment contract L4 39 o 0 39
Other| 10) 533 7 49 1] 5RO
Unrealized gain {loss) on mvestment of seountics
lending collaterli 11} [ o 1] 0 L]
Subgoeal 8,747
Shon-term Investments:
Pooled separofe accounis L] 55 1] 0 55
Linited Kingdom insurance pooled funds L] 1 1] 0 I
Subeotnl 5n
Riaal Esante:
Pooled separate accounts| 12) 0 0 i 1] Bt
Parmerships (1] 0 L] | an
Subtotl 1037
Other:
Parmerships. L] 1] 0 551 551
Hedge funds 0 0 n 1,395 1.3%5
Subgoeal 1346
Total 5 533§ 0260 % 751§ 2317 5 12861

1}

Ihene calepores mvest o LS. cqualy fesds whone shjective moio imek or cotperfons various imdeues

This galgpory myvests m s large cap inlomalionn | agoly Runds shess oot s 1o esck sn mikes

i3

This category inveds in international squity fmmds, prismrily lrge cop, whose chjsotive is do ooipofom varioms isbeses. This cotepory ales mchuds 5 glohal equiny fmd
iy i on sew ket headers with sustainable compeitve advastige

i

This calugory mvwsts moam inlomslivml eqinly Furd wheser ohpective ol Irasck an insdos.
(51 This category myests in bond finds, promanty kighly rated private placemenl securises

i) This calegory et i bl Bunichs, jriemandy Bighly micl prilihe soguri e whase algeciie ILI|1|1qI.1ﬁ'ﬂI FURTTTES
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(7] This extegory invesis im bosad fimds, primanty highly metod conpeomic scountics.
(5] This category anvests in highly mial coporne secuiics,
(%) This calegary mvests in highly rated Callsteralized Morigage Obligations

(10} Primanly casts and cash equivallents, shorm-ienm invesimems, payables mnd receivables, and open furmre contmen posiness {iecluding fixed income collaicml)

11 The eonimgciual st value ol Ml Itz of socumiics 1.|,-.'|1|y el kalal mvesicd primmily i shor-lenin Tl Femcks v S48 el ol 5627 milbam and the haladity [ca
soxcuiitios lénding collsternl s 341 | mllon amd 5627 million G s o omdod Devesober 31, 20017 amd 2006, resproctivly.

{12) This catepory invests i comimeicial jeal estate s sead estaie securiies famds, whene obpective s 10 sutperfomn an index

Changes in Fair Value of Level 3 Pension Assets

Yoeur Enslod Deoombser 30, 2007

Fiixed
Matmrithes- Fiued Feal Eutate=
Piaibind Mafirite- Flxid Pabeil
Reparaie Corpasrate Dchi- Nlwtmriifes— Separate
—  Accomnts  Corporste Bosds Dther Accnumty
Tim millionsp
Fair Value. beginning of peniod L3 36 5 ] 5 49 5
Actual Retumm on Assets:
Relating to assers still hetd a1 the reponting date By i} 0 50
Relating 1o assers sold duning the penod 0 0 1] [
Purchises, sales and settlements i i {10y (&)
Transfers m andior ouf of Level 3 0 1 [1] [
Fair Value, end of period 5 3 H i % 30 £ Ti4
—_ VesrEnded Decemberdi 200
Fimed
Maduritiv— Hral  Estale-
Poaled Fixel Pooled
Separste Maturitie- Srparafc
Aceoumts Dhiteer Arconniy
fin millins)
Fair Valee, beginning of penod g 15 £ a3y 5 &07
Actual Retum on Assets:
Relating to assets still held at the reporning date 1 1] Gl
Relating 1o assets sold during the penod 1] 0 &
Purchases, sales and setlements 0 {44) (£
Transfers m and'or out of Level 3 i} 1] 0
Fair Value, end of period 3 16 % 49 5 Bi6

Postretirernent plan asset allocations i accordance with the investment guidelines are as follows:
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As o Decemlser 30, 2007
AN Practicsl
el 1 Level 2 Lewvel 3 Expedicni Tadul
iin milBens
LIS, Equities;
Yariable Life Insurance Palicies{ 1) 5 i 5 5 5 0 5 0 5 NS
Comimon trusts(2) i 182 il (] 152
Equities 0 z 0 0 2
Subtotal T8G
Intermarional Equaries:
Wariabla Life Insurance Palicies( 1) 0 106s 0 0 106
Common truses(d) il | 1 ] 1] 110
Subeatal 216
Fuaned Matunties:
Variable Life Insurance Policies(5) 0 163 0 (1] 163
Common trsts(5) 0 53 0 o 57
L5, government securities ( federal);
Orther LS. government securings 0 87 i} 0 &7
Non-L5. govenment securities 0 - 0 0 %
Corporate Dbt
Corporate bonds(6) 0 151 0 0 151
Avset-hacked 0 i 0 0 28
Collateralized Maoregage Obligations(7) (1] 27 2 1] 2
Collateralized Loan Obligatione£) ii IR 2 i 0
Odver(9) 6 o 5 0 1l
Subtotal a5y
Shon-term Investments:
Registered bvestnenl coimpanies 57 o o o 57
Subeutal 57
Total 5 63 5 15431 % 94 5 1] 5 1615
219
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Aol Decensher 31, 2016
AN Practlcsl
Level 1 Level 2 RLewel 3 Expoilicnl Tustal
{in mllioms)
L5, Equities;
YWariable Life Insurance Palicies{1) 5 o 5 S 5 [ 1 1] 5 Sk
Conmmon trusts(2) [} 170 [V [} 170
Subeotal 676
International Equaties:
Wariable Life Insurance Policies(3) ] W) 1] 0 )
Comimon trusts(4) 0 s ] ] Wi
Subgotal 186
Fixed Marurities:
Variahle Life Insurance Policies|) 0 157 0 1] 157
Common trusgs(5) ] ] 1] 0 59
115, povernment securities (federal):
Orher LS. government securities 0 78 0 o 78
Mon-1L5. govemment securities n 2 0 0 2
Corporate Debt:
Corpornte bands(6) il |76 i i 176
Asset-backed i 48 1 ] 4%
Collateralized Morgage Oblipntions(7) o 22 5 o 7
Interest rate swaps { Notonal amount: $271) [i} 1 1] (1] 1
Ol 9 I 1] 5 0 4]
Subtotal 555
Shon-term lvvestments:
Registered investment companies 114 1] 1] (1] 114
Subgotal 114
Toual S 115 S 1405 § 11§ 05 153

i1 This category myvests i LS equity funds, primanly lange sap ogquries whoss obpective 18 o mack an miden via pooled soparate ageounis and regitered isvestment companics
{21 This calepory nvests in 118 oquity funds, primendy large cap oquitics

{31 Thes caicgoay Evesls @ thicimmihnal ogaiy fuiels, pianssly loge cap miloisioml agatics whose obseciive s s sk an tinkes

4] This category Famd smoosts in lage cap miematsonal esquity fand whose obgective s o outperfoom an inde

1) Thes calegory mvests m LS. governmen and corpomte bond fmds

] Thas calopory' mvests i highly fial corpesste ol

{71 This calegary mvasts in highly retod Collstomlizal Morigage Obligatoms

18] Thes cantegeny imvissts m highly rased Collseratized Laosm Oblgaios

1% Candy anal cashy eopuvalemts, short-erm mvestnmnls, payvabdes and eccivahles amd open Befure comtiact pos s (o ludeng lined inocame collaleral).

Changes in Fair Value of Level 3 Pasiretirement Asseis
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Y ear Emileil December 31, 2017
Fined Fizwl
Fived Maturitice- Maturitice-
Maturities— Corporate Debi- Corparate Debi— Finaad
Carparste Debi- Collateralized Morigage  Collateralleed Loan Maturitles—
o Amcthacked _ Obligatiens Obigations Other
fim millinam
Fair Value, beginmng of period 5 1 5 5 5 0 3 ]
Aciual Retum on Assets:
Relating vo assers sull held ar the repoming date 0 (1] i} 0
Relating to assets sold during the penod 1] i [ i
Puarchases, sales and settlements o (3 2 1]
Transfers im and'or out of Level 3(1) (1) 0 [i] 0
Fair Value, end of period g i 5 3 £ 2 ] 5
Yoear Emiled Devember 31, 2016
Finel
Fivesd Mlaturitivs—
Mnturitie- Corporate Dehe- Fionmal
Comporste Db~ Collateraliecd Marigage Madwrigics-
Aset:hacked Libsligntinns iher
{1m il
Fair Value, beginning of period L3 o 5 ] 5 3
Actunl Betum on Assets:
Relating to nssets still held ot the reporting date 0 (1] 0
Relating 1o assets sold dunng the penod 0 0 1]
Purchases, sales and setilemenis 1 5 2
Transfers m and'or oul of Level 3 ] ] 1]
Fair Value, end of period 5 1 5 5 5 5
i1} The unnsters from level 3 io bevel 3 sre due o the mvaslsbaliny of external peicing sourees.
A summary of pension and postretirement plan asset allocation as of the vear ended December 31, are as follows:
Pensiom Pastretiremsnt
— PorventageofPemdveets = Precentugeof Man Aviets
2017 200 M7 iR
Asset Category
LS. Equities Aoy 4% 4 44%
Interational Equatics ] 4 13 12
Fined Matunitics (113 53 E2 ] 6
Shon-ierm lnvestmenis (1] 1] 4 8
Feal Estate E] 8 0 o
Oither 16 16 0 0
Total 1008 1007 L0 107

The expected benefit payments for the Company’s pension and postrenrement plans, as well as the expected Medicare Pan [ subsady
receipts related o the Company s postretivernent plan, for the years indicated are as follows:
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ke

Posiretiremscnl

Bernifits—
hither Medicare Part

Pemsinm Bemella Postretireneemt I Subsshdy

Fanmenis Henelit Paymenis Reoeipis

iin milldans)

2018 5 789 5 149 5 i}
2019 549 152 10
2020 £03 154 i)
20zl £27 155 11
2022 866 155 1
20232027 4,534 T6t bk
Total 5 8,668 5 1531 5 111

The Company anticipates that it wall make cash contributions in 2008 of approximately 5200 million to the pension plans and approximately
£10 million 1w the postretirement plans.

Postermplayment Benefity

The Company acorees postemployment benefits for income contmwance and bealth wd Iife benefits provided 10 fonmer o inactive
employees who are not retirees. The et acoumulated liabilaty for these benefits at December 31, 2007 and 2006 was 30 million and 520 mallion,
respectively, and 15 mcluded i “Orther Babilites.™

ihther Employee Benefiis
The Company sponsors voluntary savings plans for employees (401(k) plans)k. The plans provide for salary reduction contnbutions by
emplovees and mawching contribwtions by the Company of up 10 4% of aniual salary. The matching contributions by the Company included in

“General and adminisirative expenses” were 574 million, $72 million and 564 million for the years ended December 31, 2007, 2016 and 2015,
respectively,

1 INCOME TAXES

The folbowing schedule discloses significant components of income tax expense [ benefit) for each vear presented:
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Year Emided Decomber 31,
MI? Tk WS
{im millings)

Current tax expense (benefit):

115, 5 47 & il % 7i8

State and bocal 11 9 3

Foreign S04 595 622

Total current tax expense (benefit) 558 (35 1,363
Dieferred tax expense (benefitl:

115 (2.550) 132 585

Seme and bocal 0 5 4

Foreign 556 63 120

Total deferred tx expense (benefit) i 1,4906) T T
Tonal income tax expense (benefit) on income (loss) before equity in earmings of opemting joint ventures {1,438 1,335 2072
Income tx expense (benefit] on cquaty in earmings of operating joimt ventures 33 i i
Income tax expense (benefit) on discontinued operations 0 0 [i}
Income tax expense (benefit) reponed in equity related 1o:

Other comprehensive income TE4 1,305 {2213}

Stock-hased comipernsation prograims (23 {30) (22}
Total income taxes 5 (623) 5§ 2621 5 (I6d)

Reconcilintion of Expected Tax af Statutory Rates o Reported Income Tav Expense (Benefit)

The differences between mcome taxes expected m the US. federal statwiory meome tax rate of 35% and the reported moome taix expense
{benefit) are summanzed as follows:

Year Endded Diecember 2.

2017 LG 2045
fim milllinasy

Expected federal income tax expense (benefit) 5 2270 5 197 5 2719
Non-taxable investment income {360 (352) {341)
Foretgn taxes a1 other than U5, rate {249} {172} {513
Low-income housing and other tx credits {126 (118} (116)
Changes in tax law (2.838) (] { 1K)
Other {106 (200 (31)

Reparted income tax expense (benefif) £ (1438 S 1335 $§  20m2

Effiectivie tax rate (22.29% 23.4% 26, 7%

The effective tax rte 15 the mto of “Toml meome tax expense (henefin)” divided by “Income before income axes and equity in eamings of
operating joint venmures.” The Company's effecuve tax rate for fiscal yvears 2017, 2016 and 2013 was -22.2%, 23.4% and 26.7%, respectively. The
following s a description of itemns that had the most ssgificant smpact on the difference between the Company’s statutory LS. fedem] meome fax
rafte of 35%; and the Company's efTective 1ax rate during the periods presented:

Changes in Tar Law, The following is a list of notable chanpes in tax law that impacied the Company®s effective tax rate for ihe perieds presented:

TEE Tax Cous ained Sohs Ay of 2007 Ty Aerof 20077, On December 22, 2007, the Tax Act of 2017 was enacted into U5, law. This law
includes a broad range of tax reform changes thot wall affect U5, businesses, including changes to corporate tax
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rales, business deductions and mlematonal 1ax provisions. Under ULS, GAAP, changes m 1ax rates and tax law are sccounted for in the period of
enactment (the date the President signed the bill imo law)

In December 2017, the 3EC s1aff issued SAB 118 to address the application of 115, GAAP in sinstions when a registrant does not have
necessary information available, prepared. or analyzed (including computations) in reasonable detal] to complete the sccounting for certain income
tax effects of the Tax Act of 2017. SAB 118 provides gusdance for regisirants under three scenarios (1) measurement of certain income tax effects
15 complete, (2) measurenient of certun meome fax effects can be reasonably extinnted wnd {3) measwrement of ceriain income ax effects cannot
be reasonably estumated. SAB 118 provides that the measurement peniod 15 complete when a company’s accounting is complete and in no
circumstances should the measurement peniod extend beyond one vear from the enaciment date. SAR 118 acknowdedges that o company may be
able 1o complete the accounting for some provisions earlier than others. As a result it may neaed to apply all three scenancs in determining the
sccounting for the Tax Act of 2017 based on information that = available.

The Company has not fully completed its accounting for the tax effects of the Tax Act of 2017, Howewver, we have recorded the effects of
the Tax Act of 2017 as reasonable estrmates due to the need for further nnalysis of the provisions within the Tox Act of 2007 and collection,
preparntion and analysis of relevam daia necessary to complete the accounting A< a result, upon enactment of the Tax Act of 2017, the Company
recopnized o 52,380 mllion tax benefit m “Toml income tax expense (benefit)” m the Company”s Consolidated Statements of Opemtions for the
year ended Decermber 31, 20017, This net tax benefit was primarnily comprsed of the following componems:

* 51592 mullion wx benefit from the reduction i net deferred tax habihities 1o reflect the reduction 0 the US. ax mte from 35% 1o
21%:; and

=« 51,785 million tax benefit from the adoption of a modified temiorial international tax system which required the Company io
eliminate net defiormed tx labilines related o undistbuted foregn carmings and to adjust certan ntermanonal net deferred tax
lnabalities Trome 35% down o ther lower local rates.

et by

= 3497 million tax expense related o the ore-time toll ax on the undisimbuted, non-previously taxed post-1986 foreign camings as pan
of the trumsition to the wermtorial system,

As we complete the collection, preparatson and analysis of data rélevant to the Tax Act of 2017, and interpret any additsanal gudance ssued
by the IRS, 115, Depanment of the Treasury, or other standard-semng organizations, we may make adjustments 1o tese provisional amounts,
These adjustments may maternially impact our provision for mcome axes m the peniod in which the adjustments are made.

Sonth Kevea Tax Reform Bl On December 19, 2017, South Korea enncted a 2018 1ax reform ball that adds a new 25% corporate ingome
tox bracket for taxable income i excess of W00 billion for tax years beginning on or after January 1, 2008, Taxable income i excess of W20
Billio bur less than W00 ballion cominues to be subject 10 a 22% corpornte income tax, In addition, corporations continue 16 be subject to a local
ncome suring of 10% of the compasted corporate income tax before the applicaton of wx credis and exemptions {1e.. 2.5% for the tax base mn
excess of W00 ballion, 2.2% for the tax base between W20 billion and W00 billion). After taking imo account this 1095 local ncome lax
surcharge on corporie tax, the 2018 tax reform bl increased the top corposate income tax ke m South Korea from 24.2% 1o 27.5%. As a result,
the Company recognieed a 526 million tax expense in 2017 related 1o remeasuring Korea's deferred 1ax assets and liabalines.

L% Active Financing Exception (~AFE") Tax Legisiovon. In December 2015, federal tx legislation was enacted that renewed the AFE
retroactive for tax years beginming on or after Junuary [, 2015 and made the provision a permanent pan of the U3, iax code, Under the AFE,
subject (o certaimn tests, foreign business income derived in the active conduct of an msurance business 15 net subject o U8, tax uniil diswributed o
the LIS, As a result of the change i tax law, in 2015 the Campany recogneed a S108 million tax benefit in “Income before equity in caminpgs of
operating joint ventures.” This amount relates to the reversal of 5108 million of tax expense associated wirh Prudential of Korea's and Prodentinl
of Tarwan's unrenlized invessment gaine originally includad in AQCL

617/705



EDINETOO OO
0000000000 0000000000(E05916)
ooooooo

Tablg of Contents

FRUDENTIAL FINANCIAL, INC.
Notes 1o Consolidated Finaneial Statements—{Continoed)

Now-Tavable Irvesiment fncopre. The U5, Dividends Received Deduction ("DRD7) reduces the amount of dividend income subject 1o U5, jax
and accounts for most of the non-@xable myvestment income shown in the tble above. Maore specifically, the U5, DRD constitutes 5280 million
of the total 5369 millon of 2017 non-taxable investment income, 5266 million of the total 3352 million of 2016 non-taxable investment imcome,
and 5296 mullion of the wial 5341 million of 2015 pon-iaxable myvestment income, The DRD for the curent penod was estimated wsing
informanon from 2016, current year investment resulis, and current vear's equity market performance. The octual cument vear DRID can vary
based on factors such as, bt not himited 10, changes m the amount of dividends received that are eligible for the DRD, changes in the amount of
dismbutions received from fund investments, changes i the account balonees of vanable life and annuity contracts, and the Company*s taxable
income before the DRD

Foretgn Taxes at thbhor Than ULK Rades. The statutory income tax rate in the Company s two lorgest non-U.5. tax junsdictions 15 approximately
28% 0 Japun and 24.2% i Korea as compared to the LS. federal income tax rate of 35% applicable for the periods prior (o 2008,

Low-lncome Howsirg and Oher Tay Credfits, These amounis include incentives wathin the ULS. ax code for the development of alTordable
housing aiming at low-ancome Amercans. The Company routinely make such investments that penerate a tax credin which redwsces the Company”'s
effective tax mie,

(ther. This fine item represents insignificant reconciling items that are individually less than 5% of the computed expected federal mocome tax
expense (benefin) and have therefore been apgregated for purposes of thas reconciliation in accordance with relevam disclosure puidance.

Selredule of Deferred Tav Assers and Deferred Tax Liabilities

A il Desember 3.

7 il
il milliomui
Deferred tax asssts:
Insurance reserves 5 821 8 1856
Policyholders” divadends 1,262 1,849
Met operating and capitl loss carmyforwards 281 1540
Employee benefiis 6bis TRY
Investmicnis i 1. 1isia
Defermed tax assets before valuation allowance 3861 5850
Valuanion allowance (214} [ 16:3)
Deferred tax assets after valuation allowance 3647 5,687
Dieferred 1ax liabilities;
Mot wwealized invesunent gaing a.062 10,551
Deferred policy sequisition costs 3625 4443
Unremmited foreign earmings 119 380
Watlue of buesiness acquired 414 715
Othser 41 393
Dieferred tax liabilities 13,261 16,482
et defierred tax lability 5 (G6ld) & {(10,795)

The applicatnen of LS. GAAP requires the Company to evaluate the recoverability of deferred tax assets and eswablish & valuation
allowange 1f necessary (o reduce the deferred s asset 1o an amound tat 13 more hkely than not expested (© be realied, Conswderable judgment is
required in determining whether a valieation alloveance is necessary, and if so, the amount of such valuation allowance, In evaluating the need for a
valusntion allownnee, the Company considers many factors, including: {1} the nature of the deferred tix pssets and habilities, (2) whether they are
ondinary or capital; {3} in which tax jurisdictions they were gencrated and the timing of their reversal; (4] taxable income in prior carryback vears
as well as propected taxnble enmings exchisive of reversing remporary differences and carryforaards; (5] the length of time that carmyovers can be
unilized in the various taxing junsdictions; (G6) any unigquee 1ax mules than would impact the unlization of the deferred 1ax assets; and (7) any 1ax
plamning strategies that the Company would employ o overd o tax benefit from expinng unused. Although realieation i not assured, manogemenit
believes it 1s more likely than not that the defierred tax assets, net of valuation allewances, will be realized.
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A valuation allowance has been recosded meainst deferred tax assets related 1o state and local taxes and foreign operations. Adjustments w
the valuatson allowance are made 1o reflect changes in management's assessment of the amount ol the deferred tax asset that 1s realizable and the
amount of deferred tax asset actually realized during the vear. The valuaton allowance includes amounts recorded in connection with deferved 1ax
assets as follows:

As of Bhecember 31,
T ik
{in milliens)
Valuation allowance relaied 10 stade and local deferred tx assets 5 9% S 138
Waluation allowance related 1o foreion operations deferred tax asses 1% a5

The following table ses forth the amount and expiration dates of federal, siate and foreign operating losses, capial loss and tax eredit
corryforwands for i purposes, as of the periods indicated:

As ol Decembar 31,
017 e

[ EalllBuns)
Federal net operating and capiial loss camry forwands 5
Seate net operating and capital boss camyforwardsi 1) $ S8BD6 5 420
Foreign operting loss enrmyfocwnrds 2) 3 LU 1 45
Alternative nimimum tax crechts(3) % g

I} Expires beraeen J01E and Hi?
i1 %16 millinn sigpines botwieen 20340 and 2005 and $42 million has an inlmited camyforamnd

i3 Ffoctive im 2004, the alicrmive mimsmum tax is repeslod fir coguambions

Consiseent with the Tax Actof 2017, the Company provides U5, income tax for all unremitied camings of the Company s foreign affiliates.
For certain foreign affiliates orgamzed in withholding tax junsdictions, the Company considers the wnremited foreign earmmgs of those affiliates
1o be indefinitely reinvested, and therefore does not provide for the withholding tax when calcalaning its current and deferved tax obligations. For
certar other foreign affiliates orgamzed m withholding tx junsdections, the Company does nod consader unremitted ¢amngs mdehniely
reanvested, and therefore provides for foreign withhelding tax when calculaong ws current and deferred tax obbgations. The following table
summarizes the Company’s indefinite reinvestment asseriions for junsdictions in which the Company operates that impose a withholding 1ax on
dividends:

Unremitted earnings are indefinitely reinvested Unremitted earmings are not indefinitely reinvested
All operations in Korea and Luxembouwrg. and its insurance Insurance operations in Indonesia and Ghana, and non-insurmnee operations
operations in Chile, China, Iraly, Poland and Taiwan in China, lealy and Taiwan

During the third quarter of 2005, the Company determined that the camings from s Bragilian msumnee operatons would be repatnated to
the US. Accordingly, camings from those Hrasilian insurance operations were nol considered indefinitely reinvested, and the Company
recognized an income tax benefit of 53 million m “lncome (loss) before equity in eamings of operatng jomt ventures™ during 2013, During the
fourth quarter of 2017, in light of and for the period afier the Tax Act of 2017, the Company determuned that all unremitted eamings of the
Company’s foreign operations are nod considered mdefimtely reinvesied for purposes of determinmg U5, mx habslity, as well as determining
whether the unremutied eamings of the Comgpany”s foreign operations are considered mdefinitely reinvested for purposes of determiming its foreign
witliholdiig tax labdity, as desenbed above, Pror to the cmctment of the Tax Act of 2007, for the Japanese insuraice operations, e Company
provided for LS. income taxes on pre-2014 LS. GAAP camings, post-2013 realized and unrealized capital gains, and an additionnl amount from
Gibealear Life and Prudeminl Gibrltar, not 10 exceed the deferved tax nsset recorded i the Statememt of Financinl Pasition as of the acquisition
date for Prudentinl Gibraltar and the Star and Edison Businesses. The Company had no change 1o its U5, tax in “Income (loss) before equity in
enmings of aperating point ventures” during 2007
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The following table sets forth the undistributed eamings of foreign subsidianes, where the Company assumes indefinite reinvestment of
such exrmings and for which, m 2017, 2016, and 2015, U5, deferred taxes have not been provided, and for shich, in 2017, foreign deferred
withholding taxes have not been provided. The net tax liabality that may anse il the 2017 eamings were remitled can range from 50 10 5302
mallion. The sctual amownt of this tax habality 15 dependent upon the resolution of uwncertaimty created by the Tax Act of 2007 in determnuyg the
amaunt of such withholding taxes that would be creditable against the Company's LS. income tax hability,

Al December 31,
w7 2016 mis

Ain millisny)
Undsinbated carmings of foreign subsidinnes (assuming mdefinite remnvestment for all tax parposes)( 1)
N/A: ' 5..4231 53215
Lndistributed carmings of foreign subsidiaries (assuming mdefinite reinvestment anly for Withhelding Taxes) ¢ 2 503 MIA NIA

(1] Copsssens wath the Tax Adt of 2017, the Company provides L' S, meome tay for all noremitied camings of the Company s foresgn afthlinies as of Decemiber 51, 3017

The Company’s “Income (loss) before income taxes and equity in earmings of operating joint ventures” includes income from domestic
operstions of 52541 mallion, $1,242 mullion and $4.235 millhon, and meome (lossh from foreign operations of $3.945 milhon, $4.463 mallsn and
53,534 mullion for the years ended December 31, 2017, 2006 and 201 5, respecnvely.

Tar Awudit and Unrecognized Yax Benefis

The Company’s liabihity for income taxes inchides the liability for wnrecognized ts benefits and interest thot relate to tax vears stll subject
1o review by the IRS or other taxing auwthonities. The completion of review or the expiranion of the Federal statute of limitanons for a given audit
penod could result m an adjustoent o the habality for inceme ases,

The following table reconciles the total amount of untecognized tax benelits at the beginming and end ol the pervods indicated.

a3 26 2018
iin milions}
Balance at January 1, 5 26 5 L i
Imereases in unrecognized tax benefiis— prior vears 11 I o
(Decreases) in unrecopnized tax benefits—prior years %) [} 0
Increases in unrecognized tax benefits—current vear 14 10 0
{Decreases) in unrecognized tax benefils—current year [i] 0 ]
Settlements with enxang authonties in 0 0
Balance at December 31, % 45 % % % 6
Uisrecognined tax benefits thae, if recagiized, would fivorably impact the effective rate 5 5 5 M % 6

The Company does not anticipate any significant changes within the next twelve months to its total unrecognized tmx benefits related o tax
years for which the statute of imiations has not expired,

The Company classifies all interest and penalties related 1o tax uncertainties as income tax expense (benefit). The amounts recognized in the
consalidated financial statements for tax-relned merest ind penaltics for the vears ended December 31 ane ns Tollows

2T 2076 s

(im milinns)

Interest i penalties recognized in the Consolidsted Stutements of Operations g (3 5 1 5 (1]
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017 06
{in millansj
Interest and penalties recognized in liabilities in the Consolidated Statements of Financial Position 5 T 1 5

Listed below are the tax veurs that remain subject 10 examination, by major tax junsdiction, as of December 21, 2017:

Major Tan Jurisdiction ‘Dpen Tax Vears

United States 2014-2016

Japan Fiscal vears ended Masch 31, 2013-2017

Korea Fiscal vear ended March 31, 2013, the penods ended Decemnber 31, 2013-2016

The Company s participating m the IRS's Compliance Assurance Program. Under this program, the IRS assigns an examanation leam to
review completed rransactions a8 they occur in order to rench agreement with the Company on how they ghould be reported in the rebevant tax
returns. If disagreements anse, acoelerated resolutions programs are available to resolve the disagreements in a timely manner before the tax return
15 filed,

Certain of the Company s aflilutes in Japan file a consolsdated tax repum, while athers file separate tax retums, The Company s afTilates in
Japan are subject to audis by the local tixing suthonty, The general stmute of lmitatons s five years from when the returm 1s filed. Dunmg 2006,
the Tokye Regional Taxation Burean concluded a routine tax audit of the 1ax retumns of the Company s afTiliates m Japan for their ax years ended
March 31, 2003 10 March 31, 2015, These actvities had no material impact on the Company™s 2005, 2016 or 2017 resubs

The Company’s affiliates in South Korea file separaie 1ax returns and are subject o audits by the local txang authority, The general statule
of lomtations 15 five years from when the retum s fled. Durmg 2005, the Korean Naponal Tax Service concluded o routme s audit of the 1ax
retuins of Prudential of Korea for the tax veass ended March 31, 2000 1o March 31, 2012, These activities had no material impact on the
Company's 2015, 2006 or 201 7 resulis,

20, FAIR VALUE OF ASSETS AND LIABILITIES

Fair Value Measurement—Fuor value represents the price that would be recerved to sell an asset or e to transfer o habiliey i an orderly
transaction between market pamicipants at the meassurement date, The swthoriative fuir value guidance establishes a framework for measuring fair
valwe that includes a hierarchy used 1o classify the mputs wsed in measuring fair value, The level m the fxir value hierarchy wathin which the fair
valse measuremem falls is determined based on the lowest level imput thar is significant to the fair value measurcment. The levels of the fair value
hierarchy are as follows:

Level 1—Fair value is based on unadjusied quoted prices in active markets that are accessible to the Company for identical assets or
liabilities, The Company’s Level 1 nssets and habilines prmanly melude certun cash equivalents and short-tenn mvestments, equily secunties
and denvatve contracts that trade on an active exchange market.

Level 2—Fair value is based on symificans inputs, other than quoted prices included in Level 1, that are ohservable for the asset or linbiliny,
either directly or indirectly, for substantially the full rerm of the asset or habiliy through corroboration with observable market data. Level 2 inguts
wnglude quoted market prices m active markets for similur assets and lmbihises, quoted market prices m matkets that are nod actve for sdentical or
similar assets or labalives, and other market observable mputs, The Company's Level 2 assets and habilities include: lxed matunties (corporate
public and private bonds, most govermmenl securities, certam asset-backed wnd morgape-backed securties, etc ). certain aquity secunties {mutunl
funds, which do not rade in active markets because they are not publicly available), certain commercial mongape loans, shor-term investments
and certam cash equivalents (primanly commercial paper), and certam OTC dervatives.

Level 3—Farr value 15 based on at least one significam unobservable input for the asset or hability, The assets and labalines i this category
may require sigmiican pedgment or estimation in determining the far value, The Company’s Level 3 assets and lsbilines prmaniy imchede:
certain private fixved maturities and equity securties, cenain manually priced public equity securities and fixed maturties, cerain highly structured
OTC dervative contracts, certam commercial mortgage loans, certain consolidated real estate funds for which the Company 1s the general partner
and emtbedded derivatives resulting from certain produces with puaranteed benefis,
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Assets and Liabilities by Hierarchy Level—The tables below present the balances of assets and liabilines repored at fair value on a
recurring basis, as of the dates mdicated.

As ol Desvmber 51, 2007

Lawed i Levcd 3 Level 3 Nettingil§ Tutal
dim mndllioEsp
Fuxed maturities, available-for-sale:
LS. Treasury securitics and obligations of U S. povernment authorities and agencies ¢ 0 5 26086 5 47 5 £ 26138
Obligations of LS. states and their political subdivisions 0 10,466 5 10,471
Foreign government bonds [ [k e | 148 103419
LS, comporite public securities 1} 90,115 109 90,224
LLS, corpornte privite securities(2) 1] 1) 849 1889 33,734
Foreign corporate public secunties 0 20,329 T4 29,408
Foreign corporate private securiies 1] 23,528 HO0 24227
Asset-backed securities|3) 0 5.629 6604 12233
Commercial mongapge-backed socuritics 1] 13268 13 13281
Reesidentizl mortgnge-bucked securities (1 3,547 a8 1,645
Subtotal 0 337084 9656 146,780
Trading account assetsi{d)
LLS, Treasury secunbes and obligations of U5, government suthonities and agencies o 328 ] 328
Ohbligations of LS. states and their political subdivisions o 208 0 208
Foreign government bonds 1] RST 223 1,00
Corporate securities ] 16,712 552 17264
Asser-hacked securinies{ 3} ] 697 788 1,485
Commercml mongapge-backed securities 0 2321 0 232
Residential morignge-backed secunties 0 1,009 I 1,030
Equity secunties 1015 el | 200 2,798
All orher( 5) St 10,763 5 (2,601} 226
Subtotal 2,071 33189 2081 (%601} I7.740
Equity securinies, avalable-for-sale 5344 540 190 6,174
Commercial mongage and other loans 0 5493 i m
Orther bong-term myvestments|6) 24 111 136 | e
Shont-term invesiments 3,906 1850 L4 5.764
Cash equivalents 1 00 6398 ] 85,298
Orilser assets 0 1 13 14
Separate account assels{ THE) 45397 212874 2132 2R0.393
Total msets $ 58642 S6l2640 S14346 5 (9600} £ 676,028
Future poliey benefiis{9) 1 o 5 o 5 8720 S £ BT20
Orthver Liabilites 4 5046 50 (5.312) 688
Maotes igsued by consolidaed VIES 1] 0 1196 1,16
Total linblities 5 4 5 S5M6 5 9966 5 (5312} 5 10604
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Mos ol Devemsher 31, 200

Level I Lavel 2 Level 3 Mottimg(l} _ Totsl
{im miilioms)
Fixed maturities, available-for-zale:
U5, Treasury securities and obligations of 1S, povernment authonities and agencies g 0 % 23784 § [T § 21784
Oibligations of LS, states and thewr political subdivisions L] D6RT 5 2.092
Foreign government bonds 0 96132 124 96,256
LS, corponate public securities ] 21,350 261 1611
LS, corpornte private securities(2) o 30434 1.354 31788
Foreign corporate public secunties o 258,166 7l 28,237
Foreign corporate privale securities il 20393 487 20880
Asser-backed securities(3) 0 7.591 4344 11,935
Commercml mongage-backed secunnes 0 12,650 14 12,704
Residental mortgage-backed secunties [i] 4,335 197 4,532
Subtotal U] F14.562 6857 321419
Trading account assets:{4)
LS, Treasury securities and obligaticns of 1S, povernment suthorities and agencies I ET 0 30l
Obhigations of U5, states and their political subdavisions 0 104 0 194
Foreign government bonds il Ti4 7 W1
Corporaie securities ] 16,942 188 17,180
Azsei-backed securitios{ 3) ] 1 0BG i 1415
Commerciml mongape-backed securitics 0 2 061 1 2,062
Residential mortgage-backed sccuntics ] 1008 2 1.210
Equity securities 1,650 214 487 2391
All otleri 5) 208 13,359 i (10, 708) 1,70
Subtotal 1,808 36,020 1.235 (11, 708) 27454
Equity scouniies, avmlable-for-sale 6033 3450 s 9.748
Commercel mongage and other loans 0 5149 (1] 519
Oiher long-temn myvestments{6) i 106 7 (%) 149
Shor=term myestmenis 5623 1,558 1 7.182
Cash equivalents 18RS 4421 0 8306
Other assets ] 1] 0 L
Separate account assets{ T)(H) WIS 2% 1,849 262017
Tolal msets S 56308 % SRIBOR S 10214 5 (1L7I6) 5636704
Future policy benefits{®) H] 0 3 0 5 5238 % $ B33
Orther !iabililina & 6,284 2 (5.945) 369
Motes 1ssued by consolidated VIEs [i] [1] 1839 1 839
Total linbilities 5 B 5 6284 510099 5 (5.945) 5 10446

il)  “Meting” amoents repoesent cash colllageral of 54,2858 million and §5,771 mallion as of Deoomber 31, 2007 and 2006, respoctively, and ther impact of offeilmg swet and lablity

posations keld with the wxme counterparty, subject 1 mader nefting amnpemenis

{21 Emchudes notes wiik both fair valie and essrying amount of 32 G600 albon sed 50 8% millon, s of December 31, 2007 and 2006, respecitvely, which have been alfsal witl the

asswisted payables urder o nelling aprecment

{31 Includes evodistimnihed socuriisos oollmoralinced by syndscatod bank hsams, subspreme merigages, auts kans, aredit s, edvoation kans and othor asot ypes

(4 lochmbes = Tinding sooousl desds sapguatmg inimmee Bibalites™ sind “Ohe radsig soeuiil s "

51 Level | mepressnts cask évjuivalonts asd shodt berm mvestivents. All ofhes amains prmandy represent demabive assets

(61 Chber bong-tenn mvestmen s exclnded from the fur valee herarchy melude ceriaan hedge Gmds, prvale ety lands and otber funds for winch far value s memared 31 BAY por

sbare (or is equivalentp ns 4 praciscal expedien]. Al Devemnber 51, 2017 and 2006, the Gy valoes of sach invesimenis were 51,969 milhon and 51,576 million respectively

(71 Separale acchiml sscts tnclhidald s the lair vabee hicmrchy exclidde mvetmesis in cntiiaes hal calaulale nol aasct valie per share (of ds aqanvalenl) i i practual capedient, Sach
arvvestmmenits enchebal from e Tair valoe hisvarchy mchsks mnctments in el cstase, badpe funds and olber mvesiod mecte, S which fair value s measoral a8 KAV por are

firils exuivalesth. Al Decemben 31, 2007 and 2016, ihe fair vahs of soch imvestmenis was 526,228 million ssd $25 619 millsm, respectively
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L i i mnscts Topnesoml segregalcd funds dhat ane myvesiod fim corain oustners. Imvestment risks sssocmlod with market sulue changes are bome by the oustomo .,
u.u.'-|u 1 ihe extent of mammuns gussmmors made by e Compesy with iespeet 1 eoriais seooumis, Sopuraie aoaeenl abilitics ane nol sehadal m i sbove e they are
repited B comtact value snd pot Fair valne in the Cosmpany™s Consolidabed Sistements of Fanancial Positon,

%) As of Deormber 31, 200 7, the nel embedded demvabne babihisy position of $2.7 billon molodes. 309 ballon of embedded sherivatives m an asset posilion and 5946 ballion of
ambedded devivalives in a liahility position. As of Deoombser 31, 206, the net embedded d v Fabatiny p of 3% 2 hilliom inchades 512 billlion of embedded denvaties
i s posatiin snd 39 4 bl hom of embedded denvalinves inn hahibsy posiien

The methods and assumparons the Company uses w estimate the fair value of assets and labilises measured at far value on 8 recumng
basis ore summanzed below,

Fixed Maiurity Secarithes—The fair values of the Company’s public fixed mamriry secunties are generally based on prices ofained from
wndependent prcing services, Prices for each secunity are genemlly sourced from mulisple pricing vendors, and a vendor lnerorchy 15 muntuned by
assel type based on histonical pricing expenence and vendor expermise. The Company alumately uses the price from the prncing service highest in
the vendor heerarchy based on the respective asset type. The pricing errchy 15 updated for new financinl products and recent pricing experience
with various vendors, Consistent with the fair value hierarchy deserabed above, secuniiies with validaed quotes from pricing serviees are pencrally
reflected withim Level 2, as they are primanly based on observable pricang far simalor assets and'or other miarket observable inputs. Typical inputs
used by these pricing services include bur are not limited 1o, reponed trades, benchmark yields, issuer spreads, bids, offers, and/or estimated cash
flow, prepayment speeds and default rates. I the prcing miformation received from third-party pricing services 15 deemed not reflective of market
activily or other wputs observable in the market, the Company may challenge the price through a formal process with the pricing service or
classify the secunnies os Level 3, If the poang servace updates the price 10 be more consistent wath the presented market ohservations, the secunty
remains within Level 2.

Internally-developed valuations or indicative broker quotes are also used 1o determine fur value 1n circumstances where vendor pricing s
i available, o where the Company ultimately concludes that pricing information received from the mdependent pricing services is not reflective
of market activity. If the Company concludes the values from both pricmg semvices and brokers are not reflective of market acovity, 1t may
override the information with an mtemallyv-develoged valustion. As of December 31, 2017 and 2016, overrides on a met bagis were ol material,
Pricing service overnides, imemally-developed valuatons and indicative broker quotes are generally included in Level 3 in the fair valise hierrchy.

The Company conducts severa] specific price monitoring activities. Datly analyses identify price changes over predetermined threshalds
defined at the financial instrument level. Vanous pricing integrity reports are reviewed on a daly and monthly basis to determine if priceyg s
reflective of murket activity o0 if ot would warmant any adjustments, Other procedures. perfornved include, but are not limited 1o, reviews of
third-parnty pricing services methodologses, reviews of pricing trends and back testing.

The farr values of private fixed materities, which are orginated by internal privare aseet managers, are primanly determined wsing
discounted cash flow models. These models primanily wse observable inputs that include Treasury or similar base rates plus estimated credit
spreadds 1o value ench security, The credit spreads are obtained through a survey of private market intermediaries who are active in bath primary
and secondary transacnons, and consider, among other factors, the credut quality and the reduced hguidity associated with private placemenis.
Intermal sdjwstments are made w0 reflect vanation i observed sector sprends. Sivce most private placements are valued wsing stosbard market
observable inputs and inputs derived from, or comoborated by, market observable data incloding, but not limited 1o observed prices and spreads for
simtlar publicly-traded 1zsues, they have been reflected within Level 2. For certnin private fixed maturities, the discounted cash flow model may
incorporate sigmticant unobservable inpats, which reflect the Company”'s own nssumptions about the impats that market partscipants would use m
pricing the asset. To the extem management determanes that such unobservable inputs are significant 1o the price of o secunty, a Level 3
classification 1s made.

Trading Account Asseis— Trading account assers consist promanty of fixed mamrity secunities, equity secunties and denvabives whose fair

valwes are determuined consistent with similar instruments described above under “Fived Maturity Securities” and below under “Equity Securities”
and “Dermvative Instraments,”
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Equity Securities—Equity securities consist principally of invesunents in common and preferred stock of publicly-traded companies,
perpetual prefermed stock, privately-iraded secunties, as well as muwal fund shares. The fair values of most publicly-traded equity securities are
based on quoted market prices in active markeis for identical assets and are classified within Level | i the fair value hierarchy. Estimated fair
valees for most privately waded equity securities are determined wsing discounted cash flow, earnings multiple and other valuation models that
respuire a substantial level of judgment around inputs and therefore are classafied within Level 3. The fair valses of munal fund shares that transact
regnilasly (bt do aor trads i active markets because they are not publicly available) are based on transacthon prices of identical fund shares and
are classified within Level 2 m the fair value hierarchy. The fair values of perpemal preferred stock are based on mputs obtamed from mdependent
priceng services that are primarily based on indicative broker quotes, As 4 result, the fair values of perpetual preferred stock are classafied as Level
i

Commercial Mortgage and Other Loans—The fair value of loans held ond accounted for usmp the fair value option 15 determined
unlizing pricing indicators from the whole loan market, where invvestors are commitied to purchase these loans at a predetermaned price, which s
consicdered the principal exit markes for these loans. The Company evalumes the valunton ingans used for these assets, including the exmtence of
predetermuned exit prices, the terms of the loans, prevailing mienest rates amd credit sk, and deems the primary pncing inputs are Level 2 inpurs
in the fair value heerarchy.

her Long-Term Investments—Other long-termm investments include limited pannerships which are consolidated because the Company
15 cither deemed to exercise control or considered the poimary beneficiary of o vanable mterest entity. These entitics are primanly investment
companies and follow specialized industry nccounting whereby their assets are carned at fauir value. The investmenis held by these ennities include
vanous feeder fumd ivestments in underbying master fumds (whoss wderlying heldings generally welude pubhic fixed matunbies, squity secuntes
and mutual funds), as well as wholly-owned real estate held within other mvestment funds. For the unconsolidated fund investmenis, where the
Company las elected the fur value opion, the far value 13 primanly determined by the fund managers and 15 measured at NAY as a prachical
cxpedient

Other Assets—Other assets reflected i Level 3 include reinsurance recoverables which are camied at fair value and relate to the
reinsurance of the Company’s living benefit guaramees on cenain variable annuity comracts. The meathods and assumptions used 1o estmate the
faar value wre consistent with those desenibed i “Future Policy Benefis.”

Derivative Instruments—Denvatives are recorded ot Bar value enler a3 assets, withun “Other trachng account assets,” or “Other long-1erm
investments.” or as liabilities, within “Other liabilities,” except for embedded derivatives which are recorded with the associated host contract. The
fair values of derivative contracts can be affected by changes in interest rates, foreign exchonge rates, commodity prices, credie sprends, nurket
volatility, expected rerums, NPR, liquidity and other factors. For derivative positions included within Level 3 of the fair value hierarchy, liquidity
vahutwon adjustments are made o reflect the cost of exiting sigmficant nsk positions, and consider the id-ask spread, matunty, complexity and
oihier specific atinbuies of the underlymp denvative position.

The Company’s exchanpe-traded futures and opnons include Treasury futures, Eorodolinr futores, commodity futures, Eusodollar options
and commoedity options. Exchanpe-iraded futures and options are valued using quoted prices in active markeis and are classified within Level 1 in
the farr value higrarchy

The majonty of the Company’s derivative positions are traded in the OTC denvative marker and are classified within Level 2 in the fair
wahwe hierarchy, OTC denvatves classified within Leved 2 are valued wsing models that unlize acovely queted or observable market moput values
[rom extemal market data providers, third-party pricing vendors and‘or recent rading activity. The Company’s policy is to use mid-marken pricing
0 detenmming its best estimate of farr value, The fair values of most OTC dervatives, imcludmg interest mte and cross-currency swaps, curmensy
forward contracts, commodity swaps, commodity forward comracts, single name coedit default swaps, loan commitments beld for sale and "t be
announced” (“THA") forward contracts on highly mated mongage-backed securities issued by U5, government sponsored entities are detenmined
using discounted cash flow models. The fair values of Eusopean stvle option contracts are determined using Black-Scholes option pricing models.
These models” key mputs mclude te contractunl terms of the respective contract, along with sigmficant observable inputs. meluding ingerest mtes,
currency rates, credil spreads, equity prices, index dividend vields, NPR, volaulity and ther faciors.

The Campany's cleared interest rte swaps and credit denvatives linked 1o an index are valued using models that utilize actively quoted or
observable market inputs, including Overnight Indexed Swap discount mtes, obtained from external market data providers, third-pany pricing
vendars and‘or recent trading activity. These derivatives are classified as Level 2 1n the fair value higrarchy.
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The vast maponty of the Company’s derivative agreements are with highly raied majpor intemational financial institutions. To reflect the
market's perception of its own and the counterparty’s NPR, the Company mncorporates additional spreads over London Inter-Bank Offered Hate
{LTBOR™) into the discount rate used in determining the fair value of OTC derivative assets and liabilities that are not otherwise collateralized.

Denvatives classified as Level 3 melude look-back equity options and other structured products. These derivatives are valued based upan
madels, such as Monte Carlo simulation models and other technigues that unlize significant unobservable mpuis. Level 3 methodobogies are
validated through penodic companson of the Company’s finr values o external broker-denler values.

Cash Equivalents and Short-Term Investments—Cash equivalents and short-term mvestments inchsde money market imétruments,
commercial paper and other highly liquid debt imstruments. Cenain money market instruments are valoed using unadjusted quoted prices in active
markets that are aceessible for identical assets and are primanly classified as Level 1. The remaning instruments im this category are generally fair
valsed based on market observable inpuis and these investimenis kave pomanly been ¢lassfied within Level 2.

Separate Account Assets—Scparate pocount assers include mual funds, fixed maturity secunties, weasurics, squity secunties, real csile
and commiercial morigape loans for which values are determined consistent with similar instrumenis descnbed above under “Fixed Matunity
Securities,” “Equity Securities” and “Commercul Mortgage and Other Loans.”

Motes ssued by Consolidaied VIEs—These notes are based on the fair values of cormesponding bank loan collateral. Since the notes are
valued based on reference collmeral, they ane clnssified o5 Level 3, See Note 5 and “Fair Yahse Option™ below for addmional information.

Oiher Linbilities—Ckher lighilities inclede cerain dervvarive instruments, meluding embedded denvatives associated wath cerain
“Poheyhelders’ pccount balances,” The fair values are primaniy determined consistent with simular denvanive instruoments desenbed above under
“Denvative Instruments.”

Future Palicy Benelits—The liability for future policy benefits is related to guarantees primarily associated with the living benefin feaures
of certain vanable annuity contracts offered by the Company’s Individual Annuitses segment. inchuding GMAR, GMWB and GMIWD, accounted
for as embedded derivatives, The fair values of these liabilities are calculated as the presemt value of future expected benefit payments o customers
less the presem value of future expected nider fees anbutable 1w the embedded denvanve featre. This methodology could result i either a
liabality or contra-labality balance, given changing capital market conditions and various actuanal assumptions, Since there is no observable active
market for the transfer of these obligations, the valuabions are calculated wsing mtemially-developed models with opiion pricmg techmgues. The
madels are based on a nsk newtral valuason framework and corporte premiums for risks inherent i valuation wechnigques, inputs, and the
wenernl uncertaimy arcund the tmmg ond smount of fuwee cosh fows. The determination of these nsk premiums requires the use of
management’s judgment.

The siemificont npans 1o the valunton models for these embedded denvatives mclude capital market sssumptions, such as interest mle levels
and volattlity assumptions, the Company's market-perecived NPR, as well as acivanally determined assumptions, including comractholder
behovior, such as lapse rtes, benefit utilization rates, withdrawn] mies, and mortality rates. Since many of these pssumphons are unobservable and
are considered 10 be significant inpas 1o the liabilicy vaheation, the liability mcluded in future policy benefits has been reflected within Level 3 in
the fair vahee hierarchy .

Capital market mputs and aciual policyholders” aceount salues are updated each quaner based on capital matker conditions as of the end of
the quarter, mcluding intercst mites, equity markess and volatilioy. In the risk neutral valuation, the ininal swap curve drives the total retum used to
wrow the policyholders’ account values, The Company’s discount mte assumiption is based on the LIBOR swap curve adjusted for an additonal
spread relative o LIBOR o reflect NPR.

Actuanal sumpnons, including contracthalder behavior and monabity, are reviewed ol least anmally, and updated based vpon emergig:

cxperience, funire expectations and other data, inchiding any obscrvable market dat. These assumptions are generally updated annually unless a
aterial change that the Compairy feels i indhcative of a long temm trend is observed in an mbefim period
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Transfers between Levels 1 and 2—Transfers between levels are made to reflect changes in observability of inputs and market activity.
Transfers into o out of any level are generally reported an the value o of the begmnmg of the quaner in which the transfiers ocour for any such
assets stll held at the end of the quarter. Periodically there are transfers between Level | and Level 2 for assets beld in the Company’s Separate
Account. The fr value of foresgn common stock held in the Company's Separte Accouwnt may reflect differences in market levels between the
close of foreipn trnding markets and the close of ULS. trading markess for the respective day. Dependent on the existence of such a timing
difference, the atasts may move bebween Level | and Level 2. The follovang table presents the transfers between Level | and Level 2 for dates

indhicated bebow:

Year Ended Diecember 31,
2017 2016
i Enkiliisna)
Transferred from Level 1w Level 2 L3 I s 86
Transfemred from Level 2w Level | 5 207 5 40

CQuantitative Information Regarding Internally-Prieed Level 3 Assets and Liabilities—The mahles below present quantiative
information on significant internally-priced Level 3 assets and Gabilines.

A ol Degwpsher 310, 2007

Bmgpiact of
Increasy in
Inpui un
Valuation Wk hiod Fair
Falr Y aliie Tt bl Unasbiseryable Inpats i i i M Average _ Valugl)
{im milbons)
Asseis:
Corporate securities(2) & 1,352 Discounted cash flow  Discount rate 0.65% — 2% T.20%  Decrease
Markel comparables EBITDA multiples(3) TAX —  T4X TA4AX Increase
Liguidanon Liguidation value 13.10%% — 25.00%  14.68%  Increase
Separate account
assets=commercial
morigage boans(d) g g3 piscounted cash flow  Spread 1.08% — 278%  120% Decrease
Liabilifies:
Future poliey
benefits(5) £ 8720  Discounted cash flow  Lapse rate{6) 1% — 1™ Decrense
Spread over LIBOR(T)  0.12% —  Llfs Decrense
Utilzation rate(8) 52% —_ O Increase
‘Withdrawal rate See table foomote (9) below,
Mortality rate{ 10} 0% — 4% Decrease
Fuity volatility curve 1% 2dts Increase
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As of Deevember 31, 2016
Tmpact of
Imcrcass im
Impuwi om
Walastion Wiy bl Fair
Falr Value Technigues Unohservable Inputs M nkmmni Mavimum _ Average Wabse(l)
{in milBions)
Asgpis:
Corporate secunities(2) 5 1848 Discounted cash flow  Discount rate 0.70% —  20% 7.12% Decrease
Market comparables EBITDA muluplesi3) 4.0X — 40X 40X  Increase
Liguidation Liguidation valug 15,199 — 9E68% 91.7T1% Increase
Separate account
assets-commercial
mortgage loans(4) 5 971 Discounted cash flow _ Spread L19% — 290%  137% Decremse
Liabilities:
Future palicy
benefits(3) 5 8238 Discounted cash flow  Lapse rate(6) L] — 13% Decrease
Sprend over LIBOR(TY  0.25% - 1.50% Decrente
Utilization rate(5) 2% — % Ingrense
Withdrawal rate See table foatnote (9} below,
Moriality rate| 100 [ — 4% Drecrease
Egquity volatility curve 16% — 1% Increase

i) Comversely, the mmpact of @ deceease in mput woald kave the oppossie impact on (2 value as tarl presenied m ihe iable
[F)

b hictes. ests ¢ Bnssinfied s fiod iatifitees. svailabde- ec-sale, [Fdmg socoimil asscts supporimg svéafndd habiblios and ofber tradimg scdoinl s,

1Y) Represonts maltiphes ol camings belime miorest, taxes, deprociation sl amestiaton (CEICTTRATY, amil ane amsnmis sl when e Company has deferminesd ihal market
pariscipanis would use such muligles when valumg the smeesdments

4

Champes i Ue B walue of sepuile scvomd sty sec hommss Dy costomers sal thus are oflad by chages moscparaly accouw baladiies on e Cosmpany”s Cisaolidssoad
Seatemients of Tisancial Toaiten. As o ressll, changes in valoe pssocnabed with Bsese imvestments are nol eflicied o the Companys Consolsfatked Statements of Operatam.

5

Fusure policy bewefits primanly represent peneral sccount habslities for the fiving benefit featores of the Company's vansble annuity' contracts whech are sccouned for e
exnbedded demvaiives. Sance the vabs thedalogy lon bese habilitics wses a range of puts thai vary at the comtmot level onver the cmb B progection penicd, puesesting a
range, sathes dhan weaghsed average, 1 o mose meaningful representaiion of the unolservable sputs usad i the valusios,

(6 Lapse mles anc adjimiod ol the contract level basod oo the metheemoncvmes of the hvmg benelit and refiect olher Boor, seh s the spphicability of any wsrendeor charpes
e rales are reduced whes conirscis are moae n-the<mimey. Lapse milis sre also genemlly asamed tibe Jower for the peniod where sumender charges apply.

v

The spmesd ovweer TITWOR awvap curve repacsents ihe paotium sl i e risk-free daeount me e, LIBOR) o pelloct o extmistes of rabes i 5 markel panicipent wosld use
e walise the biving henclin costincts i1 boih the scomsmilaton aml payoul phees. This sprcsd) mscludes s estimate of NP, which & the ek thal the obligaiam will il he
fulfilled by the Compamy. NFR & primsarnily sstimsted by utiliemg the orodit sprods ssoialed with ssuing funding sgreommis, adiusted Ty illsgssdity risk pramin. [n
onder 1o reflect the fnacinl sirongth mimgs of the Comgany, credil sprosds sssocmled with finding agreemonts, as opposed 10 oredil sprosd sssocianled with debt, are wilized m
developeng this estinule because both funding agreements and lving bese( contracts are imsurance mabdities md ore therefore senior io debt.

i) The ullizatson fale ssimpton sshmates B peroenitage of contracts that vwolll anibiee the benelit during the contract diration, and begn lifctime withdmwals ol vanos tme
migrvak from comtract inceplion. The femamning comfactholders ane ssamed b0 ather hegm hietsme withdmwals snmedusely or nover slilee the benefit. Unlizaien

awamplions may vary by prodoe lype, lax status, and ape. The mmpact of changes in these assimipisons is bighly dopendent oo the product type, the ape of the contmet holder at
the dime: of the sale, and the Eming of the first biletime meome withdmwal. Ramge reflects the wtilvaton mie oo the visd magonity of b with livisg beneli

(1) The withdmwal tule sssssption cslisaies (e magnitude of sial Subler withdmuwals eelative 1o (e maimum alleanhle undey (he 1, Thes I
wiry hancl v s sige of e cutibsibolkr, fhe i slabies off the sonliact mind b Jsalion sines e Alinhdoi Tigrmn hfctsme wilkalsgnals, Ax of Docombeg 31, 2087 sl
20146, ghe minmmen wihdrawal mie assomgtion s 785 and the manamin withdmwal maile sssampion miay be greater than [0 The [air valig of the hatslity wall poosmlly
inoresse the chkeser the withdrawal e is 1o 1000 and decrease i the withdrawal e monves futher anay from (008

(10 Range refleets the monalny e for the vast mananty of busisess with kvieg besefits, with polseyboblens raagng from 35 w90 years old. Wisle the magnny of Bving benelin
have & panimum age rajureneel. cenasn beeefile do nol Bave am age resEiction. Thas reeslis in contracdaldens Tor certmn benelils with mestaliny tates spprcackeng %4 Based
on hisksneal expenmor, the Company' appless o set of ape and i spcific Ly fale ady wity commpared & slandard indiistry ables. A moralsly impeosoment

oun s ke pomaied nka the overall moriakiy isble.
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FRUDENTIAL FINANCIAL, INC.
Notes o Consolidated Financial Statements—{ Continued )

Interrelationships Between Unobservable Inpuis—In addition 1o the sensilivities of fair value measurements to changes in each
unobservable input i isolation, as reflecied in the table above, interrelationships between these inputs may also exist, such that a change in one
unobservable input may give rise to a change in another or mulnple inputs. Examples of such intervelationships for significant intermally-priced
Level 3 assets and Habilines are as follows:

Cowrperare Seenrines—The mate vsed o discount Ture cash Mows reflects cument nsk-free raes plus credit and hiquidity spread
requirenients that market participants would use o valee an asset. The discount mie may be influenced by many fctors, including market cyeles,
expectarions of defoult, collateral, term, and asser complexity. Each of these factors can influence discount rares, either in isolation, o in response
o other factors.

Furnre Poltcy Benefii—The Company expects efficaent benefit unlization and withdrawal rates 1o generally be correlated with lapse rates.
However, behavior is generally highly dependent on the facts and circumstances surrounding the mdividual contmcthalder, such as their lguidity
meeds or tnx simation, which could drive lapse behavior independent of other contractholder behavior assumptions. To the extent more efficient
contractholder behavior resulis m greater m-the-monevness ot the controct level, lapse rates may decline for those contracts. Smmilarly, to the
extent that imcreases m eguity velanlity are comelated wath overall declines in the capitl markeis, lapse rates may decline as conracts become
mane in=the-money.

Valuation Process for Fair Valoe Measurements Categorized within Level 3 The Company has established an inernal control
infrastructure over the valuanon of fimancial mstruments that requires ongaang oversight by its vanous business groups, These managenent control
funciions are segregated from the rading and investing functions. For mvested assets, the Company has established oversight wams, often m the
form of pricing commitices within each asset managemsent group. The teams, wiach typacally include representation from mvestment, accounting,
operations, legal and other disciplines are responsible for overseeing and monitoning the pricing of the Company’s investments and performing
perodic due diligence reviews of independent pricimg services. An actuarial valuation team oversees the valuation of living benefit features of the
Company's variable annuaty comracs.

The Company has also established policies and guidelines thar require the establishment of valunton methodologies and consastent
application of suich methodalogres. These palicies and guidelines govermn the use of mpits and price source hierarchies and peovide controls arauind
the valuation processes. These controls include appropriate review and annlvsis of invesiment prices against market activity or mndicators of
ressomableness, analvas of portfolio reums w comesponding benchmark retums, back-testnge, review of bid-ask spreads to assess actwvity,
approval of price source changes, price overndes, methodology changes and classification of fair valee hierarchy levels. For living benefit features
of the Company's vanable annuty products, the actusnial valustion wnil peoodically tess contract mpot data and actuanal assumptions are
reviewed at least anmally, and updated based upon emerging experienee, future expectations and other data, including any observable market data.
The valuation policies and guidelimes ane reviewed and updated as approprine,

Within the trading and investing functions, the Company has established policies and procedures that relate 1o the approval of all new
transaction types, transaction pricing sources and fair value hievarchy coding within the financeal reporting system. For variable anmuity product
changes or new launches of living benefit features, the actuarial valuation unint validses input logic and new product features and agrees new input
data directly to source documents,

Changes in Level 3 Assets and Linbilities—The followimg ables describe changes m fur valees of Level 3 assets and halahis as of the
dates indicated, as well as the portion of pnins or losses included in income attributable 1o unrealized pains or losses related 1o those assets and
liahiliries seill leld ar the end of their respective periods
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Year Endded December M. 2007
Flued Matwrities Available-Fuor-Sale
US, us, Fuecign Corporats Styictured
G wrmime sl Suates G pamnd Secaritbesil) Securithesi 1)
(i milions)
Fair Value, bepinmng of perind 5 n 5 5 5 124 5 2,173 5 4,555
Total gains {losses) {realized unrcalized .
Included in earmngs:
Realizced imvestment gains (losses), net o o 1] {43} Ta
Included in other comprehensive income (loss) 0 0 {1 (22) I
Net investment ineamns: ] 0 0 19 7
Purchases 42 7 1] 325 4.967
Sales 0 0 1] (173 (643)
Tssuances 0 0 1] Li] L1
Senlements o 0 1] (7RI (2.756)
Forgign curmency iranslation a a 3 7 38
CHheri4) 10 0 0 (55) i)
Transfers mio Level 3(5) L] o 19 1498 363
Transfers out of Level 3(5) 0 (7 {17 {322) (3463)
Fair Value, end of period 5 52 5 5 '8 145 5 1,776 5 6,715
Unrealized paans (loises) for assets sull held(o):
Included in enrmings:
Realized mvestment gains (losses), net 5 0 5 o % 1] 5 {154) 5 [}
257

630/705



EDINETOOOO
o o o o {0 e K )

oOoOooodn
Tahle of Contenty
FRUDENTIAL FINANCIAL, INC.
Notes 1o Consolidated Financial Statements—{ Continued )
Vear Ensled Eecember 11, 2007
Truiling Account Assels
All
Furcign Carporaie Structured Crilser
Lovernment Securities Securlties 2} Eqgmliy Aciivity
fin millinns)
Fair Valee, beginning of period 5 227 5 (4 5 332 S 487 & 1
Total gmns {fosses) (realized unrealized ),
Included in earmings;
Realized mvestment gains (losses), net ] 1] ] a 0
Oither incomne () (3 i] 25

Mal Investmen] imeonse ] i 1 L] ]

Purchases 0 154 656 I8 46

Snles ] | [25) {17 ]

Issuances 0 L] o L] 0

Settlements (4) (11 (355) (47} 139)

Foreign currency transkation 0 L] 5 [ 0

Ohiher(4) 0 L] 1 .y o

Transfers info Level 3(5) 0 383 62 31 o

Transfers out of Level 3(5) o (18) (428) (33 0
Fair Value, end of period 5 223 5 552 5 789 5 09 5 8
Linrealized gnins {losses) for assets snll held(6):

Included in earnings:
Realized investment gains (losses), net 5 0 5 0 5 0 5 0 5 0
Other income 5 5 s (33 8 3 s i %
258
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Year Ensded December 1. 2007
Equity
Seeurithes CHibwer
Anailahle- Lsng-lerm Shori-term Dither
Fuor-Saly Innvestmands Inyestments Canh Equivalents Assgly
(i mmillinns}
Fair Value, beginning of pericd 5 W5 TONE 18 0 5 0
Total gains {boszes) (realized unrealized).
Included in sarmings.
Realized investment gains (losses), net 3 i i} 0 (201}
Ingluded m other compreliensive moomme {loss) 17 0 ] L] L]
Nel investment meone i] i ] 2 0
Purchases <) o 30 93 33
Snles (35 14} 1] 1] 1]
Issuances 1] 30 ] L] L]
Serbements 1] i (23) (o) (]
Foreiyn cuarency transkation 3 il 1] 1] L]
Other4) i e i1 0 0
Transfers nto Level 3(5) 7 14 1 4 (1]
Transfers out of Level 3(5) (1 0 1] ] 1]
Fair Value, end of period 5 90 § 136 5 3 $ il 5 13
Unrealized paans {losses) for assets sull held(a):
Ingluded i earmings:
Healized investment gams {losses), net 5 4 3 1] 5 1] L1 1] 5 (21
259
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Year Enided [kecember M. 2017
Bparaty Future Mibes lismied
Account Palkes ihier by Comsalikated
Ansatd 3) Benelis Liakilidies VIEs
{in milllians)
Fair Value, beginning of peniod ] 1549 3 (BI¥E) 3§ 22} 3 1,83%)
Total pains (losses) {realieedunrealized )
Included o earnings:
Benlured investment gains (losses), et ] Bi7 {37y 4}
Interest credied to policyhelders’ account balances £l o 0 0
Neb investment incomse I 0 o 0
Purchases 1122 1] a o
Sales {08) o a ]
Issuances i} (1,11T) (1] i)
Settlements (725) o0 4 i
Foreign curmency ranslation i 2) L] o
hiherid) L] 1] 5 64T
Transfers into Level 3(5) 353 o n ]
Transfers oul of Level 3(5) {462) 0 o 0
Fair Value, end of period 5 2,122 5 (87200 § {50y 3 1,096)
Uinrealizes) pains { losses) for assetsabi lities sull heldié):
Included in earnings:
Realized investment gains {losses), net 5 L1 5 32 8 37 3% (1]
Intesest eredited to poleevholders” account balanees 1 TE % o 5 0o 3 0
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Vear Ended December A1, 2016
Finel Maturities Avallsble-For-Sale
[EE. % Foreign Cmrporate Strmciursd
Sinica Giovermment Securiticaf ) Securitkes(2)
{in maillinns)
Fair Value, beginning of period £ 5 5 123 5 1,222 £ 4,269
Totzl gains (losses) {realized 'unrealized):
Included in earmings.
Realized imvestment gains (losses), net 0] U] {131} 1
Included in other comprelisnsive incoone | loss) o 13 T6 (23)
Nel invesImen incomse 0] 0 Ii 13
Purchases ] o £ 1 3582
Sales 0] 1 {18} {444
lssanees o 0 0 L1
Settlements (1 1] (323) {700
Foreign currency translation i) 3 ] 35
Ortherid) 1] o 0 154
Transfers into Level 3(5) o 1 1,486 1787
Transfers oul of Level 3(5) 1] o {473) (8.133)
Fair Value, end of period 5 h - 124 5 2,173 5 4,553
Unrealized gaans { losses) for assets sill heldie):
Included m earmings:
Realieed mvestment gains (lossesh, net 5 L I+ i 5 (1o 5 L]
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Yiwr Emiled] December 31, 2006
Traiing Accoust Assets
Forelgn Carporaie Strwcturcd ﬂ;lﬂ'
Coovermment Securitio Serurites(2) __ Equiny Aoty
fim milllinas)
Fair Value, beginning of period £ 34 5 ik} 5 603 5 5890 % 5
Total gains {losses) (realized unrealized ).
Included in earmings:
Realized investment pi:n {|u;w:-l. mel 0 o (1] ] i
Other income (5 (%) (1) & 1
Nel investiment ineome 1 2 2 0 0
Purchases 01 1 185 20 a
Sales i )] {40y (&3] 0
Issuances 0 0 0 o 0
Settlements (4 {41) (122 {106) 0
Forenym cuarency transkation 0 L] (21 3l 1]
Orher(4) a (15) 141 14 (5)
Transfers mio Level 3(5) 0 151 252 8 0
Transfers oul of Level 3(5) 1] {11 LEEE] (3 0
Fair Yalue, end of period 5 227 5 | B8 5 332 5 437 5 1
Unirealized gnins { losses) for asscts sall held(6):
Included in cornings:
Realized imvestment gains (losses), net 5 N 5 n 5 0 5 N 3 0
Other income 1 {5) 5 (o 3 (41 5 38 1
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Near Ended December 31, 2016
Equiiy
Sevurilies Oeher
Availabile- Long-term Shori-txrm Cehar
For-Salr Imvestmon b Imvrviments Aty
iim el By
Fair Value, beginning of peniod 5 266 3 49 5 0 5 T
Total gmns (losses) {realizedunrealized )
Included in earmings:
Realized investmient gains {losses), net 52 i1 o 130
Other income 0 o 0 ]
Included in other comprehensive income (loss) (73] 0 o 1]
Net investment incomse ] i1 o L]
Purchases ] I | 23
Sales (79} L] o 0
Issuances L] L] 0 L]
Senlements. (13) 0 o 1]
Foreign eurrency translation 13 1] ] i}
Onher(4) 0 (33) o 0
Transfers into Level 3(5) 9 L] 0 1]
Transfers o of Level 3(5) 7 (&) 1] i
Fair Value, end of period § 635 5 7 5 I 5 i
Urnrealized gains (losses) for assets sull heldis):
Included in earmings:
Renlized investment gains (losses), net 5 5 {1y s o 5 130y
Cither income % ] 5 0 - ] 5 0

263
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Fair Value, begmnimg of penod
Total goins {losses) (realizedunreahized
Included in enrmings:
Renlized invesiment gains ({losses), net
Other mcome
Interest credited to policvholders” account balonces
Net investment income
Purchases
Sales
Issuances
Sertbements
Foreign currency translation
Other{4)
Transfers into Level 3(5)
Transfers owl of Level 1(5)
Fair Value, end of period

Unrealized gaing (losses) for aszeraiabilivies sull heldis):

Included in earmings:
Renlized investment gains (losses), net
Chiher imcome
Imterest credited 10 policyholders” account balances
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Yowr Enileidl Decembior 31, 2016
Mabes
Separaic Futtse Lasuel by
Acgumnt Pulicy st Cupredidlati]
Anniriai 3} Bnefits Liahifitirs VIEs
i o flisms
5 1.995 5 (B43) 3 2} 5 (8.597)
1 1352 18} (23}
1] 0 ] (14}
2 1] n 0
17 o o 1]
555 0 n 0
(141} o o 0
] {1,056 L] (21T}
(485) o (3] o7
L] (] n L1
L] 1] () 8,285
i 1] 0 1]
(459 1 0 L]
5 1,849 5 (B238) § {21} § (1,839}
5 0 5 M6 35 v s 23)
5 0 %5 0 5 ] 5 {14}
3 a 5 o 5 n i 0

The following tables summarize the portion of changes in fair values of Level 3 assets and liabilines incleded in eamings and other
comprehensive ncome for the year ended December 31, 2005 as well as the porton of gains or losses included in income auributable 1o
unrealized gains or bosses related o those assets and liabilites ssill beld as of December 31, 2015,

Toual gains (losses) {realized 'unrealized);
Included in carmings:
Realized investment gams (losses), net

Included m other comprehensive meome (loss)
el invesiment income

Unsrealized paing {lesses) for assets sull held(6).
Included in carmings:
Realized investment gams (losses), net

Year Ended Decensher 30, 2005
Fined Maturities Availahbe-Fur-Sals
Forvigm Carperalc Sructared
Covermmeni Sﬂw“ Secwrinbes )
{im muilleens)

5 0 5 (95) 41
5 (3 3 7 ] (440
5 L] 5 17 5 20
g 0 s 8T 5 4
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Year Ended Direembser X1, D015
Urailing Accoomt Assets

Al
Carporate Structmred (Hlser
Seouri ks Suurll]ﬂ.lj Elll! .u:ll-.ll:
(im millinms)
Total gains (losses) (realized unrealized):
Included in earnings:
Realized investment gaims (losses), net 5 o 5 0 5 o 5 o
Other income 5 (28) & {7y 5 (15 3 i1
Met investment incame g I 5 I % a0 3 i}
Unrealized gnans {losses) for assets sall beld(G):
Included m carmings:
Realized investment gaos (losses), net 5 L 5 ] 5 0 5 1]
Other mcome £ {n 5 6 5 (R3]
Wear Endesd December 31, 2015
Ejuity
Securiics Oither
A aibahle- Long-term Oither
For-Sale Invesiments Assits
din mulllSens
Total gains (losses) (renlized'unrealized);
Included i carmings:
Realized investment gams (losses), net 5 15 5 21 3 L]
Included in other compachensive income (loss) s 1 5 L] 5 1]
Met investment income 5 0 5 mn 5 0
Unrealieed grins {losses) for assets/liabilites sill held({o)
Icluded in eamings:
Realized investment gams (losses), net 5 3 5 19 5 b4
Year Eniled Decembor 31, 2015
b L]
Separaic Fature laamal by
MAccoumt Palicy Orlier Comsolidated
Assetaid) Benell Lishisitkes VIEs
{in millssny)
Total guins {losses) (realied unreahzed ):
Ineluded in earmings:
Realized investment gaims (losses), net 5 0 3 Ty s 1 5 257
Orher income % a5 [V n % (ETH
Interest credited to palicyholders’ scoomi balances £ ) £ a % | B (1]
Met investment income % MO% g s 0 % 0
Urnrealized gains { losses) for assets/liabilities sill held{6):
I luded im earmings:
Realized mvesiment gams {losses), net % L] 485 1 287
Other meome 5 0 £ 0 £ 0 s 146
Interest credited to policyholders” scoount balances -1 s 5 0 5 o 5 ]
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(11 Eishedes 105, coapuorate public, 75, cuspoials povals, Revign sorpoials poble amd Fuiagn corpoiate povats sesutiliss. Peos pethsl smwmis were aggivgstod o conlisn he
oaxrrol period presentation.

121 Inchades saset-backed, commencml morigape-hacked and residenial morgage-hacked seoonties Prewr penod mibemation his been revised @ ponfons o ourment penaed
rEsEnLsin

i%)  Bepmrsic sccoum avseis reprosen! scgrepsio]d fimb thal arv mvested for corain ostomers. bvesimeni nisks ssocmied with markei value changes. are bome by ihe cmtomons,
excopd b e exton of minimesm guamnives made by the Company with nespoct s ceram scoounts. Soparate acoount liohilstics ane oot mchabed m the obove fable os ey ac
reporied at contmct valus and nit fzr value i the Comy “m U] illaied S of Finmmcial Position

(4] [nher, for the poreed onded Decensiber 31, 2017 prisanly represents dosonsohdalsoss of commain previousiy comsa | idated collmemlized loan chiygaiwnm and rectissalications al
certmn assels Betwioen reporting categones Oiber, Sor the poresd snided December 11, 2016 pramanihy ropresmis deconsohdaloss of conmn previous]y comsshidsted onllsiomalised
loan ohligstions

i3 Tomnskers o on ol ol Level 3 me genorally ropeatend as e value ms of the beginnisg o ihe qusiter in which (e irssios oocur e any such ssets sl held o e el ol de
ey

it Uneoalired games or bosss rolated ko pssets sl held at the end of the panod do ot include amonization or sceoction of promiums and discounis.

Transfers—Transfers imdo Level 3 are generally the result of unobservable inputs unlized within valuation methodologies and the use of
inchcative broker quetes for assets that were previously valued using observable inputs, Transfess oul of Level 3 are generally due 1o 1he use of
observable nputs in valuation methodologies as well as the availability of pricing service mformation for certaim assets that the Company 1s able (o
validate.

Derivative Fair Value Information

The following whles present the balance of dervative assets and habilines measured a1 fair valee on a recarring basis, as of the date
indicated, by primary underlying. These tables include NPR and exclude embedded denvatives and associated reinsurance recoverables. The
denvative assets and liabilintes shown below are meluded m “Tradmg account assets-All Other Activiey.” “Other long-term nvestments™ or “Chher
ligbilities™ in the ables contained within the section “—Assets and Liabilities by Hierarchy Level™ and “—Changes in Level 3 Assets and
Lialbilities”, above.

Aos of Ebegrmber 30, 2007

Level 1 Level ¥ Lewed 3 Netlng| 1) Taial
{in millions)
Deerivative assets;

Interest Rate ] 25 % £309  § N s 5 £ 424
Currency il 165 0 165
Credit ] 2l 0 2l
Currency/Interest Rate o 1,588 0 | 588
Exquity 2 505 10 67
Commodity ] b 0 0
Metting{ 1) {9.600) (%, 600)

Tosal derivative assers H 27 % 10,768 § w_'s (9.600) S 1205

Dertvative habilines:

Interest Rate g 1 5 AE00 S i s 5 2,804
Curmrency il 262 0 262
Credit 0 5 0 5
Currency/Interest Rate fl 1,149 i 1,149
Equity 2 713 ] 733
Commaodity i) 0 i 0
Mettmg( |} (5311 (5.313)

Total dervative hntlities 5 V- 049 % 3 5 (5311 § 643
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An of Degembser 31, Jli
Level | Level 2 Level 3 Mesting(1) Tatal
iin miBions)
Derivative assets
Interest Rate 1 5508 9269 S 6 % 5 9330
Currency 0 375 ] 375
Credit il 1 ] 1
Currency/Interest Rate 0 3074 1} 3,174
Equity 1] 203 [ 203
Commindity il i (] L]
Netting( 1} (11716 {11.716)
Total derivative assets 5 558 13022 5 6_ S (1L716)  § 1367
Denvative liabaliues;
Interest Rate 5 1 5 4515 S 2 3 5 4,518
Currency il 593 o 893
Credit il 25 (] 25
Currency/Interest Kate 0 165 o 65
Equity 6 483 il 489
Commodity i} 0 [ o
Metting( | } {5.945) {5,945)
Total derivative linbilines $ 7 8 6281 S 2 % {3945 & 345
i} “Meniing” i e cash oollmiers] snd the Enpact of offseting sssel and lishlity posstions held with the same counispany.

Changes in Level 3 derivative assets and linbilities— The followmg tables provide 3 summary of the changes m far value of Level 3
derivative assets and liabilitics for the year ended December 31, 2017, as well as the portion of gains er losses included in income for the year
ended December 31, 2007, annibutable 1o wnrealized gains or losses related 1o those agsers and Habilines sull beld o December 31, 2007
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Wear Emilenl Ducember 31, 2007
el Derivative= el Denivative=
Eaquidy Imterest Raiv
il mdllbems )
Fair Value, beginning of peniod 5 o 5 4
Total gains (losses) (realized wealized ).
Included m eamings:
Realized investment gains (losses), net 0 i
Other incame 0 0
Purchases 0 I
Sales 0 0
Issuances il 0
Settlements 0 a
Forcign currency translation 0 0
Oher( 1) 10 0
Translers o Level 3(3) o 0
Translers out of Level 3(3) 0 0
Fair Value, end of peniosd 5 o g ES
Unrealized gnins { losses) for the penod relanng 1o those Level 3 assets that were sall beld ar the end of the penod:
Included in eamings:
Realized invesiment gains (losses), met g o g 7
Oither income g 0 s 0

Yot Emiled] Desember 31, 2016
Nl Derivative—  Net Derivative—

Equity Inderest Raie

iim millisns )
Fair Value, beginning of period 4 32 5 5
Total gains (Josses) (realized unrealized):
Included i camings:
Replized investment ganns (losses), net 0 i
Other mcome {i] (1]
Purchases n [
Sales (i (1
lssuances il 0
Settlements 0 0
Other(2) {32} 0
Transfers mio Level 3(3) [i} 0
Transfers out of Level 3(3) [} [1]
Fair Value, end of period 5 ] 5 4
LUnrealized gains {losses) for the perniod relating to these Level 3 assets that were still beld at the end of the penod:
Included in eamings:
Realized mvestasent gans {losses), net 5 0 5 0
Other meome 5 [ L1 0
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Wt Emilenl Docember 31, 2015
el Derivative= el Derivative=
Esquity Taterent Rate
ilm bl i
Fair Valee, begpinning of period 5 [ 5 i
Total gains (losses) (realized unrealized):
Included m eamings:
Realized investment gains (losses), net 0 )
Other income 0 0
Purchases g 0
Sales ) 0
Issunnces i I
Settlements B 0
Oither 0 0
Transfers mio Level 3(3) i} 0
Transfers out of Level 3(3) i 0
Fuir Value, end of period % 3 05 5
Unrealized guins {losses) for the peniod relating (o those Level 3 gssets that were still beld at the end of the penod:
Included m eamings:
Realized investment gains (losses), net 5 1] 5 b
Other income 5 0 5 0

i) Relstes b wamants mooved m an asset nestructanng that resulied in reclssification of neporiing category
(3] Relses s provate warranis seclassafiod fom derivalive 1o imadisg seomniios
(33 Temmslers imto o oul of Fovel 3 me penemlly reporiod ol the vabee = ol the begimming of the guarios im which the imnadfer cocurs
Nonrecurring Fair Value Measurements— The following table represents information for assets miessured at fair value on a nonrecumng
basis, The fair valse measurement 18 nonrecurnng as these assets ane measured an fair value only when there 1= evidence of impairment. Assets

included 1n the mble are those that were mpaired, and therefore measured at fair valwe, during the respective reporting penods and that are still
held as of the reporting date. The estimated fair values for these amounts were determined using significant unobservable inputs (Level 3)

Vear Endedd Decenaber 31,
2017 i 0%
qin milBiens |

Commercl moriyape loans(1):

Carrving value after mensuremient as of penod end 5 64 5 47 3 0

Realized investment gains (lossesh net 5 2) 5 1 - (1]
Mortgage servicing nghsi2):

Carrving value afier mensurement as of period end L] 60§ M 3 0

Realized imvestment gams (losses) net § 7 5 (y s (7
Cost method mvestments(3);

Camying value after mensurement as of period end 5 150 8 3 5 23%

Realized investment gains (losses) net % (29} 5§ (85) & (123}

(11 Commmerciad mortgape loams are valued hased on disoounied cwdh (s wniliving markel moles or ibe Gir value of the underbying real estaie collabenl

{2} Mongsge servicing rghis ane vahed using o discouniod cods fow model The muadel incotpomies. ssunplions kb sevicing evermies, which me sdjsial Lo expeciod
prepavineets, delinquescy rato, escrow deposal tioeme aind cstimaied losn servicing eapetiags, The descount aies incorporated mts the moded ane datcimmnal basal on e
edimaied rebames & sarkel partsapant woald reguue for ths bysiness phas g bgquidity and sk premuum. This estimaie mcludes avadleble relovant deta Brom any active menket
sales of moTigage servimg mghils.

(31 VFor cosl method impairmests, the mehodologss unlined ane primsnly degcvensal cash flow ssd, where appropmate, valianons prowvidead by the genem| pareners iskang inio
coridermlinn invcsimenlrelaind expeses
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Fair YValuwe Cption

The fur valse opon allows the Company 1o elect fir value as an aliermonve measurement for sclected financeal asseis and financinl
liabilities not atherwise repored at fair value. Such elections have been made by the Company ta help mitigate volatiling i eamings that resule
from different measurement asributes. Electing the far value option alse allows the Company o achicve consistent accounting for coriaim assets
and liabilities, Changes in fair value ase reflected in “Realized investment gains (losses), net” for commerncial morygrage and other loans and “Cther
incomse™ for ether long-temm myvestments and notes issued by consolidated VIEs. Changes in fair value due to instrument-specific eredit nisk are
estimated usmyg changes tn credst spreads and quality ratings for the penod reported, Interess income on commercial morgage and other loans is
included m “Net investment inceme.” Interest income on these loans is recorded based on the effective interest mies as determined at the closing
of the loan.

The following takles present information regarding assets and liabilities where the fair value option has been elected.

Vear Ended Decgmber 31,

107 B0t 218
Jin mnillinns)
Assets:
Commerceal mortgage and other loans:
Changes in mstrument-specific credit nsk 3 0 5 0 5 0
Chher changes in faar value 5 0 5 0 % 0
Other long-term mvestments:
Chonges in fair valoe g 147 % [T 3
Liabiliges:
HNotes issued by consolidated VIEs:
Changes in fair value 3 4 % i I (434)
Woar Ended Decembor 31,
7 ik s
iin rmillisns )
Commercinl morigage and other loans:
Interest ncome 1 13 % m % i
Moves issued by comsolidaed VIEs:
Interest expense % - - 120 5 a5l
Year Ended December 20,
T MY
{im millions)
Commercil mongape and other koans( 1 j:
Fuir value as of period end s 593 5 519
Apgrepate contractunl principal as of peniod end s 582 s SOK
Otheer lomg-tenm mvestments:
Far value as of penod end 5 1,945 3 1,550
Maotes issued by comsolidated YIEs:
Fair value as of period end s 1,196 5 1,839
Agpgregate contractual pnncipal as of period end 5 1,233 5 1,886

{13 As of December 30, 2007, {or loans for wisch the fmr value opion has been ehected, there were no kans m noen-accrusl status and none of the kans wore more than %0 doys past
e s il nocrung

Fair Valwe of Financial Instrumenis
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The table below presems the carrving amount and [ur value by fair value heerarchy level of ceran financial instrunsents that are not
reported at for value. The financinl instrements presented below are reporied sl carrying value on the Company’s Consolidated Statemients of
Financial Posinon. In some cases, as described below, the carrying amount equals or approximates. fair value.

Decembsr 21, 20T

Carrving
Fair ¥ulue — Amesnt(dy
Level 1 Level 2 Level 3 Taial Tutal
{im millisasy
Asseis:

Fixed marurities, held-to-manerity{ 3) 5 0 5 484 & W6 5 24 5 2,049
Trading account assete i8 1| i} 1 1y
Commereml mongage and other loans i 129 L6610 86,748 55452
Palicy loans 1 (] 11,890 11,891 11,891
Shom-tenm invesiments L] 12 (1] 11 1011
Cash and cash equivabents s 195 0 6,192 6,192
Accrued mvestment income i 3,325 ] 3325 3,325
Other assets 45 2,385 GRS 3,115 ERIL]

Total nssets $ 7000 5 7891 S o040 S B4BYI % 83144

Linhilities:

Palicyholders™ accoum halances —investment contracts 5 0 S 3345 5 67041 5 I1001BG 5 O G4E
Securities wold wider agreements to repurchase i # 400 1} 5,400 8,400
Cach collmtem] for loaned securtios ] 4,354 [i] 4,154 4,35
Short-term debt ] 1,384 0 1,384 1,380
Long-term debe(4) 1.2%6 16,369 2.095 19,760 17,172
Motes issued by consolidated VIEs 1] 0 32 32 i
Other Habilities L1 6,002 TI5 6717 6717
Separate account liabiliies—invessment contracts i} 71,336 30,490 101,826 101,826

Tuotal liabilities 5 1Y 5 140800 5 100763 05 242940 5 20119
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December 31, 10161}
Carrving
Fubr Valwe —Amouni(d}
Lovell  _ Lavell Levdd Total Twtal
{im mbl o)
Azsets:
Fixedd maturities, held-to-maneity( 1) 5 6 5 135 S 8 § 2524 § 2,144
Trading account asscts 0 150 1} 150 150
Commerceal mortgage and other loans 0 134 £3.625 53,764 52360
Policy loans I ] 11.754 11.755 11,755
Shorn-1enm invesiments 0 16 [} 36 326
Cash and cash equivalents 4,945 876 0 5821 5521
Acerued mvestment income o 3,204 1] 3204 3,204
Other nssets 54 1.976 658 2688 2688
Total assets £ 3000 3% 2107 S 67035 S B0D23] 0§ 78,348
Liabilities:
Policyholders” aceount balances—invesiment contracts 5 0 5 41653 5 55302 S5 I00M5 5 99719
Secunties sold under agreements (o repurchase (1] 7.606 0 7.606 7,606
Cash collatera] for loaned securities o 4,333 1] 4,333 4,333
Short-term debt (1] 1,077 T 1,150 1,133
Long-term deba(d) 1.267 15,705 2.957 19,924 18041
Notes issued by consolidated YIEs(S) 1] (1] 31l 3l 3l
Other Liabilites 0 6,540 696 7236 1.236
Separale account labilies—nvestment controcts 0 T1010 27,578 08,588 03,588
Total liabilities £ 1267 % 479X 5 007 5 239108 5 215967

{11 Oiher bong-lerm mvestments oxclidod from s fair valoe hioarchy mebeds oortain bedge funds, privote oquity fends and othor fmds for whsch fir valug is moasrod a1 NAY
et shiare (or b5 equnalent) as & praclical expedion. Al Deeember 31, 2007 and 20106, the fair valoes of these cost mothod investments wene 31,793 million and 1,514 mullzon,
respectively. The carmying value of these mvestments were 31371 million and 1,478 million ms of December 51, 2007 mmd 20060, respectively.

{21 Camrying valies presenteil bereis difler fom Ssose o the Company s Comeolidsial S of Pinancial Posiiin becaise cevtain ilams withm the mapectnve esnedal
shalgimeni paplvms ave tol aomstilores] Tenancial instrimeenis of oiil of seope smber asulboribiing guhbineg redalimg o diclomires ol the Bie valie of 6 I Fi 1]
stabemen| caplaons oxelidod from the sbsny tnhle ane mel conssdorol financial instruments

§31  As of December 31, 2017, excludes notes with e value md camnng ameount of $4.5913 million e $462T mullion, repeaivedy. A of Decemsber 31, 20016, evcbades notes with
ot Thir vabes st carrying amount of 54,805 million. These s have been oftset with the assovisied payabies mulct a netling agieciket

11 As of Dlevcenber 30, 2017, schuades mdes with Fatr valog aml coariiig ditioust of 7577 sl and 7387 jnallen, v T, Mus ol Th b A1, 2008 | wieludos mevdes
with bath fair valne and comneg amount of 335, 554% mallion. These samounts beve been allsel wiih the sssocmied recervahles under & petiimg agreemend.

(51 The amasunt as off December 30, 2006 was sddord 1 the tahle W oormect the previousty ropatod smaunia

The fur values presented above have been determined by wsmg ovailable markel iformation and by applvmg morket valupton
methodologies, as deserabed in more detail below.

Fied Maturities, Held-to-Muturity

The fair values of public fixed maturity securities are generally hased on prices from third-party pricing services, which are reviewed for
reasonableness; however, for cerain public fixed matmty secunties and mvestments in private placement fixed matnity securites, this
inforneation is either not available or not reliable, For these public fixed maturity securities, the fair value is based on indicative broker quotes, if
avalable, or determined wsing a discounted cash flow model or other intermally-developed models. For private fixed matuntics, fr value is
determined using a discounted cash Now model. In determining the fair value of cenain fixed matunty securitics, the discounted cash fow moedel
may also use unobservable mmputs, which reflect the Company s owm assumptions about the mputs market participants would use m pricing the
SECUFTY.

Commercial Mortgage amd (hiver Loans

645/705



EDINETOOOO
o o o o {0 e K )
oOoOooodn
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The far value of most commercial morgage loans 5 based wpon the present value of the expected luture cash Dows discounted at the
appropriate LS, Treasury rate or foreign government bond rate (for non-LLS. dollar-denominated Ioans) plus an appropnate credit spread for boans
of similar quality, average life and currency. The quality ratings for these loans, a primary determinant of the credit spreads and a significant
component of the pricing process, are based on an intemally-developed methodology. Certain commercial mongage loans are valued mcomporating
other factors, mcluding the terms of the loans, the principal exit srategies for the loans, prevailing interest rates and credn nsk.

Policy Livans

The Company's valuation technique for policy leans it 1o discount cash flaws a the current policy loan coupon rate, Policy bonns ane fully
collateralized by the cash surender value of underlying insurance policies. As a result, the camrying value of the palicy loans approximates the fair
vakse

Kivert-Ternn frveshments, Cank and Caslt Equivalents, Accrwed Investment Ineome and ©ther Assets

The Company believes thot due to the shost-term nature of certain assets, the cormving value approximates fair value, These assets inchsde:
cerain shom-term investments which are not securities, are recorded at amortized cost and include quality loans, cach and cash equivalent
instruments; accrued mvestment moome; and odther nssets thot meet the defimition of financinl nstruments, mcluding receivables, such as
reinsurance recoverables, unsetiled trades, accounts recervable and restricted cash.

Policylolders " Account Balances—Invesiment Contracis

Oinly the portion of policvholders’ account balances related to produsces that are investment controcts (those without sigmficant mortality or
maorhidity risk) are reflected in the able above. For fixed deferred annuities, single premium endowments, pavout annuaities and other similar
contracts without life contingencies, fair values are generally derived vsing discounted propecied cash flows based on mterest rates that are
representative of the Company’s Minancial sirength ratings, and hence reflect the Company's NPR. For guaranteed investment contracts, funding
agreements, struchured settlements without life contingencies amd other similar products, far values are generlly derived using discouned
propected cash flows based on inderess rates being offered for similar contracts with maturities consistent with those of the contracts being valued,
For those balances that can be withdrawn by the customser &t aivv bime vathaut preor fotice of penalty, the fair value 18 the amoont estimated 1o be
paynble 1o the customer as of the reporing date, which 15 generally the camying value, For defined comnbution and defined benefit contracts and
certar other products, the far value is the market vilue of the assets supporting the habalities,

Kecurittes Sold Under Agreements to Repurchase

The Conspany receives collateral for selling secunties under agreements to mepurchase, or pledges collateral under agreements to resell.
Repurchase and resale agreements are also generally shor-term m namore and, therefore, the carrying amounts of these instruments approximate
fair value.

Caxhr Colfateral for Lawned Securitics

Cash collateral for loaned secunities represenis the collaieral received or paid in connection with loaning or borrowing securities, similar o
the secunbies sold wnder agreement 1o repurchase above, Due to the short-term nature of these mnsactions, the cormying value approximates fair
vahse.

P

The fair value of shos-term and bong-term debi, as well as notes issied by consolidated YVIEs, is generally determined by enher prices
obained from independent pricing services, which are validated by the Company, or discounted cash flow models. With the exception of the notes
1ssied by consolidated VIEs for which recourse is limited 1o the asaes of the respective VIE and does not extend to the general credit of the
Company, the fair values of these instruments consider the Company's NPR. Discounved cash flow models predominately use market observable
mputs such as the borrowing mtes currently available o the Comgpany for debt and Tmoncial mstruments with similar terms and remunmg
maturities. For commercial paper issuances and other debt with a marity of less than 90 days, the carmying value approximates fair value.

fheher Linhilitie
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Onher liabilities are primarily payables, such as reinsurance payables, unsettled irades, drafis and acerued expense payables. Due to the
short-term until setlement of most of these liabilities, the Company believes thas carmying valise approsimates fair value.

Keparaie Aveonnt Linhilifes—Tuvestment Contracts

Only the portion of separate account liabilites relnted to products that are snvestment contracts are reflected in the table above. Separate
account liabilities ane recorded o the amount eredited to the comractholder, which reflects the change m fair value of the comresponding separate
account assets mcluding contractholder deposits less withdrawals and fees; therefore, camying value approximates fair valoe.

2. DERIVATIVE INSTRUMENTS

Types of Derivative fnstramets gud Derivative Strotegies
Interest Rate Confraci

Intercst rate swaps, options and fumares ane used by the Company to reduce risks from changes in interest rates, manage mierest rate
exposunes anging from mismatches between maets and labilities and to bedge against changes in their values it owns or anticipales acquiriig or
selling.

Swaps may be attnbuted to specific assels or lmbilines or o a pertfolio of assets or labilibes, Under imterest rate swaps, the Company
agrees with counterpanes o exchanye, at specified miervals, the difference between lxed-rate and Moanng-rate imerest amounts calculated by
reference o an apreed upon notional principal amouwn

The Company also uses interest rate swaptions, caps, and floors 10 manage interest mate risk. A swapnon 15 an Oplion 1o enter mbo o swap
with a forward starting effective date. The Company poys a premium for purchosed swaptions and receives o premiem for witlen swaptions. In an
imerest rate cap, the buyer receives payments at the end of ench period in which the mierest rate exceeds the agreed swrike price. Similarly, in an
infevest tate floor, the buver receives payments at the end of each period m which the interest mte is below the agreed strike price. Swaptions, caps
and floors are included m interest rate options.

In standardized exchange-traded interest mne futures transactions, the Company purchases: or sells a specified number of contracts, the
values of which are determined by the daily markes values of underlying referenced nvestments. The Company enters into exchange-tradded
futures with regulated futures commission's merchants who are members of o rading exchange.

Eegarity Coantracts

Equity options, total retum swaps, and futures are used by the Company to manage s exposure o the aquity markets which impacts the
value of assets and liabilities it owns or anticipates acquining or selling

Equity index options are contracts which will senle m cosh based on differentinls i the underdyving indices at the time of exerciie and the
sirike price. The Company uses combmations of purchases and sales of equty index opoions to hedge the effects of adverse changes i equity
indices within a predetermimed range,

Total retum swaps are contracts whereby the Company agrees with counterpanies to exchange, a1 specified intervals, the difference between
the returm on an wsset (or market mdex) and LIBOR plus an associated funding speead based on a sobonal amount, The Company penerally wses
inial return swaps to hedpe the effiect of adverse changes in equity indices.

In stmdardired exchange-traded equoty futures wansactions, the Company purchnses or sells a specified number of comracts, the values of
which are determined by the daily market values of underlying referenced equity indices. The Company enters into exchange-iraded fuures with
regmlated futures commasswen’s merchants whe are members of a radmg exchunge,

Feorelge Exchange Cantraciy
Currency dervanves, ncluding currency futures, opiions, forwards and swaps, are used by the Company 1o reduce risks from changes i

cumency exchange ries with respect to investments denominnzed in foreign currencies thae the Company either bolds or intends to scquire or sell,
and 1o hedge the currency nisk associsted with net investiments in foreign operniions and anticipated earmimgs of its foreign opernons.
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Under curency forwards, the Company agrees with counterparties to deliver a specified amount of an identified currency ot a specified
future date, Typically, the price is agreed upon at the bme of the contract and paymem for such a comract 15 made al the specified fuwre date. As
noled above, the Company uses currency forwarnds to matigate the impact of changes in currency exchange rates on LS. dollar-equivalent sarmings
penerated by certmin of its pon-LLS. businesses, primanly is internoizonal insurance and mvestment opermations, The Company executes foranrd
sales of the hedged curmency m exchange for U.S. dollars at a specified exchange rate. The matrities of these forwards commespond with the future
periods in which the non-L1S, dollar-denominated eamings are expected 10 be generated.

Under currency swaps, the Company agrees with counterparties 10 exchange, an specified imtervals, the difference between one currency and
another af o exchange rte and colculated by reference W an agreed prncipal amount, Generlly, the prncipal smount of each curency 15
exchanged at the beginming and termination of the cumency swap by each pany

Credif Contraets

The Company writes credin default swaps 1o gon exposure sumlar 10 mvestment m pubbe fixed matunty cash mstruments. Wil these
denvatives the Company sells credii protéction on a single name reference, or cerimn index reference, and in return receives a quarierly premium.
This premuum or credil spread generlly cormesponds o the dilference between the yield oo the referenced mames (or an index"s referenced names)
public fixed matrity cash instruments and swap rates, st the time the apreement is executed. If there is an event of default by the referenced name
of one of the referenced names i the index, as defined by the agreement, then the Company 15 ohligated o pay the referenced amount of the
contract o the counterparty and receive n retum the referenced defoulted securnty or similor security or {in the case of a credit default mdex ) pay
the referenced amount less the auction recovery rate. See credit derivatives written section for funher discussion of guaramees. In addition o
selling credit protection, the Company has purchased credit profection using credit denvatives i order 1o hedge specific credit exposures in the
Company s mvestment portfolio,

ihher Contricis

TiAs The Company uses TBA forward contricts to gain exposire 1o the investment risk and return of mortgnge-backed secunines. ThaA
transactions can help the Company enhance the retum on its invesiment ponfolio, and can provide a more liquid and cost effective method of
achieving these goals than purchasing or selling mdividual mongage-backed pools, Tyvpieally. the price s agreed upon at the tme of the contract
and payment for such a contract is made at a specified future date. Addinenally, purswant 1o the Company’s morgage dollar roll program, TBAs or
martgape-backed secunties are transferred 10 counterparties with o corresponding agreement io repuschase themi ol o future date. These
transactions do not qualify as secured borrowings and are accounted for as denvatives.

Loan Commitments, [n its morigage operations, the Company enders into commitmients to fund commercial muortgage loans of specified
interest rates and other applicable terms within specified periods of nme, These commiiments are legally binding agreements o extend credit o a
counterparty. Loan commitments for loans that wall be beld for sale are recognized as denvatives and recorded at fair value, The delerminntion of
the fr value of loan commitments acomnied for as denvanves considers vanous fectors including, among others, terms of the related loan, (e
intended exit strtegy for the loans based upon either secunitization valuntion models or ovestor purchase commitments, prevailing mterest mics,
origination income or expense, and the value of service rights, Loan commitments thar relate 1o the origination of mongage loans thar will be held
for investment ane not accounted for ns denvatives and accondingly are not recopnized n the Company’s financial statements. See Note 23 for
addinonal imformation.

Embeddes! Derivatives. The Company sells vansble annuity products, which may mclude gusraniced benefit features that are sccountied for
as embedded derivatives, These embedded denvatives are marked 1o market throupgh “Realized mvestment gains (losses), nee” based on the change
n value of the underlying contraciual guaranices, which are determined using valuntion models. The Company maentains a portfolio of dervative
inatriments that is intended o offset certain risks felated 1o the above peodhics” features. The denvatives tiay inchide, but are noe limited o equity
ophions, total return swaps, interest rite swaptons, cops, floors and other mestruments,

Simthetic Guardntees. The Company sells swihetic Guasantged livestment Contracts (“GICs"), thiough both full seivce and
investment-only sales channels, w mvestment vehicles primanly used by qualified defined conmbution pension plans. The synthetic GICs are
agsuedd in respect of pssets that are owned by the trustees of such plans, who invest the nssets according o the contract terms apreed 1o with the
Company. The contracts establish participant balances and credit imerest thereon. The pamicipant balances are supporied by the underlying assets.
In connection wath cerin participant-mitinted withdmwals, the contract guaramees that after all undedying asses are lquidated, any remuining
paricipant balances will be paid by the Company. Under U5, GAAP, these controcts are accounted for as dervatives and recorded at fair value.
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Primary Risks Managed by Derfvatives

The table below provides a summary of the gross notional amount and far value of denvatives contracts by the primary underbying nsks,
excluding embedded denvatives and associated remnsurance recoverables Many dervative instruments contam multiple underdyinpgs. The fair
valse amounts below represent the gross fair value of derivative contracts prioe to taking into account the netting effects of master netimg
apreaments, cash collateral and NFR, This netting impact resulis i toeal dervative assers of 1,205 million and $1.367 million as of December 31,
2017 and 2016, respectively, and total denvatve labiliies of $643 million and 5345 million as of December 31, 2017 and 2016, respectively,
reflected rn the Conaolidnted Satements of Finnncial Posaton,

hecemiver 31_ 2007 December 32006
Piinary tindertytag Grows Fair Value o Grww FairVale
Instrument Type Nndinusl Avseiy — Liwhilities ~ _ Niotiowsl = Avets ~— Lishilites
{in millions)
Derivatives Designated as Hedge Accounting
Instruments:
Interest Rate
Imterest Rate Swaps 5 imd % 27 s #H § L1y s 17 8 (1)
Foreign Currency
Fareign Currency Forwards 545 [t (E1] 167 3 ()
Cuarrency/Interest Rate
Foreign Currency Swaps 17.732 Tish (735} 14,737 1,956 (34}
Tatal Qualifyving Hedges % 21.4%1 5 1037 % {831y 8 16,021 5 1976 § {1656
Derivatives Mot Qualifying as Hedge
Accounting Instruments:
Interest Hite
Imterest Rate Swaps. £ 138552 0§ 705 5 (3309) 5 162131 5 8969 5 (4.274)
Imterest Rate Futures 23,792 2% (1 31,183 55 in
Interest Rate Cptions 18,456 167 (203) 13.290 289 (132)
Imterest Rate Forwards | 49% '] (2} id | 1] i
Foreign Currency
Foreign Currency Forwards 21,905 6 {254) 21,042 iz (592)
Foreign Currency Options 40 [ 0 a3 L] n
Carrency/Interest Rate
Foreign Currency Swaps 13,777 822 (414 12,336 1,218 (311}
Credi
Credit Default Swaps 1,314 21 (5) o18 I (25)
Fauiity
Equity Futures 710 2 12} 1371 0 15)
Equity Optigns 36,007 588 (364) 12,020 102 93)
Total Retum Swaps 15,555 17 (369§ 18,167 101 (3%0)
Conmodity
Commodity Futures il i} i 1 ] i}
Synthetic GICs 77,250 0 (1} 77,197 5 ]
Total Nen-Qualifving Derivatives 5 370918 5 2770 5 (3124 5 30070 5 11112 5 (G124}
Total Derivatives{1) $ 392399 5 10807 S (5955) 5 G091 S 1308 5 (6.200)

(11 Excludes smbsadided denvanves and assosiased feimsiiranee secoverabled whach contan suliple mderlyisgs The Tar valoe of thise ensbalded denvairoes was o net habaliy ol
SR TAR faillioni mid S8 250 milbson as olf Diecgenher 11, K7, asd 2006, fespochively, friiiatily inchidal m “Faline polcy hemfils”
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Most of the Company s dervvanves do not qualify for hedge accounting foe various ressons. For example: (1) derivatives that economically
hedge embedded dervatives do not qualify for hedge accounting because changes m the far value of the embedded denvatives are already
recorded in net income; (i) derivatives that are utilized as macro hedges of the Company’'s exposure o varous risks tvpically do nor qualify for
hedge accounting because they do not meet the critenia required under ponfolio bedge pccounting rules; and (1ii) symbenc GICs, which are
product standalone derivatives, do not qualify as hedpging instmaments under hedge accounting rules.

(hffsersing Assers and Liabilivies

The Following table presents recognized derivative mstruments {excluding embedded derivatives and meociated reinsurunsce recoverables),
and repurchase and reverse repurchase agreements that are offset in the Consolidated Statements of Financial Posinon, and‘or are subject to an
enfprceable master netting arrungement or similar agreement, orespective of whether they are offset in the Consolidated Statements of Finaneinl
Position.

Besembser A, 2017

e
Giras Ay Ml Amuumi
Amomniy of Ot in the Proevesied in
Recogniied Sty b oty of e Stateiticnls Fimansial
Finamsckal Finamcial wl Finaneial Imsbrsmenis S
Insiruments Pusition Pusition Collateralil} Aol
{in Enilions)
(HTsetting of Financial Assets:
Derivatives(1 ) 5 wie % (o) § i110 % (62%) & 488
Securitics purchased under agrecment to resell 240 0 240 (2404 o
Total Assets 5 10950 § (9060 § 1,350 5 {E65) 5 488
Offsetting of Financial Linbilities:
Derivatives{!} 5 5048 5 531n s 636 5 (588) § a8
Secunities sold under agreement o repurchase 8,400 ' £400 (5,400) 0
Total Linbilities S 1aMg s (5312 _§ 9036 S5 (5988} 5 48
Dhevembwi 30, 006
Earinia
L2 Amuunts Ml Amsunds
Amamnts ol THrt |m il Prosimtel in
Recngrd el Stntemenis of i Blatements Fimancial
Financial Fimancial ol Fimancial Tmsbruments: Ml
Insirumemis Prosbthom Fosltiom Collsteral{l] Al
(i millimns )

OfTsetting of Financial Assets:
Derivatives{1} 5 12987 $ (1. 716y & 1271 5 (399 5 872
Securities purchased under agreement 1o resell 1.1a [ 1016 i1,016) o
Toial Amats § 14001 % (1L.716} S 2287 5 (1415 5§72
(Hfseiting of Financial Linbilities:
Deerivatives(1} 3 6281 3 (3043 & 336 3 (99 % 37
Secunties sold under agreement to repurchase 7,606 0 7,606 {7,606 o
Total Lintilines 5 13,8587 ] [5,5:45) 5 7,942 5 {7.905) ] i7

i1 Amoiumbs exclisle the evoess of collateral recered ‘pledped Erom o the commtorpasty:
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For mformation regarding the nghts of offset associated with the derivative assets and liabilities in the table above, see © — Counterparty
Credit Risk™ below, For secunties purchased under agreements 1o resell and securties sold under agreements 1o repurchase, the Company monitors
the value of the secunities and maintains collateral, as appropriate, (o protect aganst credit exposure. Where the Company has entered into
repurchnse and resale agreements with the same counterparty, in the eveni of defaul, the Company would generally be permitied 10 exercise nghes
of offset. See Note 2 for additional information

Cash Flow, Foir Valwe aud Net Investnrens Hedges

The primary denvabive mstruments used by the Company m itz Gur value, cash Mlow and net invesunent hedge accounnng relationships are
inferest rale swaps, curmency swaps and currency forwands. These instruments are enly designated for hedge accounting in instances where the
appropriate criteria are met. The Company docs not use futunes, opiions, credit, equity or embedded denivatives in any of its fair value, cash flow
or net mvestment hedpe accountmg relationships.

The follewing table provides the financinl satement classification and impact of denvatives used m qualifiang and non-qualifving hedge
relationships, excluding the oftset of the hedged item in an effective hedpe relationship.

Year Ended Devember 31, 2007

Imterest
Realised Crebited
Tavoimeeai el T Palicy hulders”
Coains Tnvewtmont Dher Imterest Account
!LMH!- Incaims Incaoms E:Em ;Hl-ﬂ __.ull_‘D(.'Jll.]
Tin millionsj
Derivatives Designated as Hedge
Accounting Instruments:
Falr value hedges
Intenest Rate s % s (9% s 0 5 0 5 (1 5 0
Currency (61 0 0 0 0 a
Tovial fair value hedges 10 (19 o il {1 0
Cush fMow hedges
Interest Rate [i} i} i} (]| Li] T
Cumeney 0 1] i} 0 Li] {33
Currency/Interest Rate [1} 189 (303 ) L] L] (1.35%)
Total cash flow hedges 0 189 (303} i3 il {1.355)
Met investmeni hedges
Currency [i] 1] 1] L] 1] {9
Cumrency/Interest Rare 0 i} 1} 0 1] 0
Total net mvestment hedges o o i} 0 0 ()
Derivatives Not Qualifying as Hedge
Accounting Instruments:
Interest Rate 1.161 1] 1] 0 0 0
Currency (340) o 1] L1 n 0
Cumency/Interest Rate {250} 0 (5 0 0 0
Credit i3 1] o L] o 0
Equity {2.498) 1] ] (1] 0 0
Commodity ] 1] 0 0 0 0
Embedded Derivatives 644 o 1] [ [i] 0
Total non-gualifying hedyes {1,270) 0 5} 0 0 0
Total 5 {1,260) S 170 5 (308) 5 (3 § i1 S (1,364)
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Year Enslod Deoomber 1. 1006

Inderest
Crodited
Realived To
Investmcent el Policy holdors”
Gaiss Tevestuent Other Ineerew Aceount
i Laoaseal lacwine Licisime - i i Headanices AL
i b il

Derivatives Designated as Hedge Accounting
Instruments:
Fuir value hedges
Imterest Rate 5 % s pny 5 o0 s [T 1 0 5 i
Currency 21 (1) 0 0 ]
Total fair value hedges 47 (32) 0 0 0 0
Cash Mow hedges
Imterest Rate ] (1] [ (51 L] i
Currency/Tnterest Rane ] 123 269 1] i 152
Total cash flow hedges 1 123 269 151 ] 151
Net investment hedges
Currency(2) 5 0 i ] L] 3)
Currency/Tnterest Rate il 1] ] i 0 i
Total net myvestment hedges 5 i 0 ] 0 15}
Derivatives Mot Qualifyving as Hedge
Acconnting Instruments:
Inmterest Rate 1,564 1] [i] [i} ] a
Currency 463 1] 1 0 ] ]
Currency Trterest Rate 1 1] 3 i} (1] ]
Credit 32 1] o 1] 0 0
Equity (2.171) 0 0 0 [ 0
Commodity {1 o 0 0 1} 0
Embedded Derivatives 1.260 0 0 0 0 1]
Total non-gualifymg hedges 1,157 1] 4 i Q a
Total 5 120§ 91 5 2713 5 (5] § 0 S 146
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Yoar Endled Bireombser 31, 2005

Tntgwesd
Crodited
Healived Mol To  Palicyhaldors’
Invesimeni Invesiment Dither Imberesi Accouni
Ganbms | Losses) Ine otiie Imcame Expense Balamces AT
{im milllionsy
Derivatives Designated as Hedge Accounting
Instruments:
Fair valoe hedges
Interest Rate 5 29 5 44 § 0 % a 5 L] 5
Currency 15 (13 0 [ 0 0
Total fiir value hedges. 47 (451 (] 0 1] 1]
Cash Now hedges
Innerest Rate 0 (] 0 (] 0 z
Currency/Tnteres Rane 0 75 146 0 [} gs7
Total cash flow hedges 0 75 146 {7} L] 959
el investmend hedges
Currency 0 [i] [}] L] 0 9
Cummency/Interest Rate 0 1] L] o L] il
Total net mvestment hedges [1} i 1] 1 L1 40
Derivatives Not Qualifying as Hedge
Accounting Instruments:
Interest Rate 1394 (] 0 0 0 o
Currency (124 ] i2] a 0 0
Currency/Interest Rate 83 0 ) 0 L] ]
Credit (3] 1] L+ 0 0 0
Equiry (591) o 0 0 0 0
Commadiny 0 1] 0 0 0 a
Embedded Derivatives T4 (1] (1] 1] 0 a
Total non-qualifying hedges 1,961 [1] ] 0 [ [i]
Total I 5 W 5 151 5 (NS 0 T oo

§11 At deferied m ACKCTL

{21 Retates fo 1he wade of cgualy mcthad inveslingnis.

For the vears ended December 31, 2017, 2016, and 2015, the ineffective portion of derivatives accounted for using hedge accounting were
de mimmis 1o the Company’s results of operations, Alsa, there were no matenial amounts reclassified into earnings relating 1o mstances in which
the Company discomiinued cash flow hedpe accounting because the forecasted transaction dad not cccur by the annespated date or wathin the
addutional e peniod permined by the authoriative guidance for the accounbing for denvatives and hedgimg, In addition, there were no nstnces
in which the Company discontinued fair value bedoe sccounting due to & bedged firm commimment no longer qualifving as a fair value hedpe.

Presented below 15 a rollforwand of current period cash flow hedges in ADCT before taxes:
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{iin_milliuns)
Balance, December 31, 2014 g 206
Met deferred gams (losses) on cosh flow hedges from January 1 o December 31, 2015 1199
Amount reclassified o curment period esmings (240)
Balance, December 31, 2015 1165
Met defiarred gains (losses) on cash Row hedges from January 1w December 31, 2016 Fri)
Anmount reclasssfied mto current penod exmmgs (451
Balance, December 31, 2016 1316
Met deferred gains (losses) on cash flow hedges from January 1 1o December 31, 2017 {1378
Ammouid reclassified imo cusrtent period exmings 18
Balance, December 31, 2007 % (39)

The changes m fisir value of cosh Mow hedges are defemed in AGCT and are wcluded m "Net unrealized mvestment gaing (losses)™ in the
Consolidated Statements of Comprehensive Income; these amaounts are then reclassified o camings when the hedgped em affects camings. Using
December 31, 2017 values, ot 13 estomated Ul a pre-tix gun of approximtely 5157 mullion will be reclasafied from AQCH 1o earmings durig the
subsequent twelve months ending December 31, 2018, offset by amoums pertaining to the hedged items.

The Company's exposure from the qualified cagh low hedges reflect vanability of future cash flows in foreign currency amowts related to
hoth the forecasted transactions and the receipt or payment of interest on existing financial instraments; as of December 31, 2007, the maximum
lengeth of time over which thesa cash flow hedges are outstanding were 5 vears and 40 vears. respectively,

For effective net investment hedges, the amounts, before applicable taxes, recorded 1o the cumulkaiive translstion adjustosent accouant within
ADCT were $526 mallion mn 2017, $536 millson in 2016, and $541 millson in 2015, respectively.

Crealie Derivatives

Credit derivanives, where the Company has written credit protection on a single name reference, had owistanding notional amounts of $114
mallion and 5112 mullion as of December 31, 2007 and 2006, respectively. These credit denvatves are reported at fur value os an asset of 52
million and an asset of less tsan 51 million, as of December 31, 2017 and 2016, respectively. As of December 31, 2017, the motional amount of
these credi derivatives had the follovwang NAIC ratmgs: 536 million wm NALC 1; 562 million m NALC 2; 85 million in NAIC 3. 52 mallson in
NAIC 4; 35 million in NAIC 5 and %4 million in NAIC 6, The Company has also writlen credit protection on cenain index references with
nodional amounts of 51,022 million and £30 million, reported at fair value as on asset of 518 million and fair value as a labiliy of less than $1
million as of Decernber 31, 2007 and 2016, respectively. As of December 31, 2017, the notional amount of these credit denivatives had the
following MAIC ratings: 552 million 0 NAIC 12 and $970 million in NAIC 4, NAIC designations are based on the lowest mted single name
reference mncluded in the imdex.

The Company’s musimum amvount 8t risk under these credin denvatives equals the aforementioned notional amounts and assumes the value
of the underlying referenced securities become worthless. These single name credin derivatives have maturities of kess than 3 years, while the credit
protection on the index references have matarsties of less than 30 vears. This exchedes a credit dernvative related to surplis notes sssued by a
subsidiary of Prudentinl Insurnnee.

The Company had a credit derivairve that required the Company to make ceriuin payments i the event of deterioration in the value of the
surplus notes ssued by a subsachary of Prodennal Insurance, A 312 million payment was made 1o erminate the credit denvative m September
2007, As of December 31, 2007 and 2016, the oustanding notional ansount of this credin derivative was S0 millvon and S500 millon, reported ot
fair value as a liabiliny of S0 million and §17 millien, respectively. Mo collaveral was pledped in either period.

In addition 1o writing credit protection, the Company has purchased credit protection using credit derivatives in order to hedpe specific

credit expoiures in the Company’s mvestment portfolio, A< of  December 31, 2017 and 2016, the Company had $178 million and 3256 millaon
of outstanding netional amounts, reported at fair value as a linbility of 53 million and 38 million, respectively.
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Cenengerparty Credit Risk

The Company s exposed to credit-related losses m the event of non-performanse by commterparties to financinl derivanve mransactions with
a positive fair value, The Company manages eredit risk by: (i) enteving into derivative ransactions with highly ried major inmernanional financial
institutions and other credigwonthy coumerparties governed by master nefting agreements, as applicable; (1) trading through a central cleanng and
OTC; (1) obeaining collateral, such as cash and secunities, when appropriate; and (v} setting limits on single party credit exposures which are
subyect to periodic managenent review.

Substantially all of the Company s derivative agreements have zero thresholds which require daily full collateralization by the party in a
liability positon. In addinon, cenain of the Company s denvative agreements contain credit-risk related contingent features; if the credit ranng of
one of the parties 1o the denivative agreement is o fall below o certain level, the party with posinve fair value could request iermination a1 the then
fusr value or demuomd smmediate full collsteralization from the party whose credit rating fell and 15 1m0 net habality position.

As ol December 31, 2007, there were no net labality dervative positions with counterpariees with credin fsk-related contmgent Teatres: as
such, all derivaiives have been approprniaiely collaierolized by the Company or the coumerparty in accordance with ihe terms of the dervative
agreerments

2 SEGMENT INFORMATION

Negmenis

Effective in the fourih quarter of 2017, the Company implemented a new organizational siructure for the LS. businesses, which retains our
exinng reporable segments bt realigns them under new divisions. The Company now operates through five divisions, which topether encompass
saven reportable segments, and its Corporate and Ciher operations.

L% fnclivinad Sefantfons division, The U5, Indwidual Solubons division consests of the Indivsdual Anpaibes and Indivadual Life seuments,
Tlse Individual Annuities segment manulactures and disimbutes individual vanable and lixed annuity products, pnmarily to the U5, mass affluent
and afftuent markets. The Individual Life segment manufactures and distnbutes mdivadunl varable bife, term bfe and umiversal hife insymance
products primarily 1o the LS. mass middle, mass affluent and affuent markets.

{8 Workploge Sofutions division, The LS, Workplace Solutons drvision conssts of the Retrement and Group [nsurance segments, The
Retirement sepgment manufactures and dismibutes products and provides administranve services for qualified and non-qualified retirement plans
and offers pmovative pension nsk ransfer solutions, nvestment-only stable value products, guaresmeed ivestment contracts, funding agreements,
instiniional and retail notes, strectured setlement anmuitics and other growp annuitics. The Groap Insurance segment manufacrures and distributes
a full mnge of group hife. long-term and short-term group disabiliey, and group corporate-, bank- and trust-owned life insurmnce o the LS,
primanly o instinional clients for use in connection with emplovee plans and affinity groups.

Fvestmens Management divivion. The Investment Management division consists of the Investment Management segment, which provides a
broad areay of mvestment management and advisory services by means of instiutional ponfolio management, mutual funds, asset secuntization
activity and other structured products, and strotegpic mvestmients, These products and servces me provided to the public and privaie morketplace
and 1o other segments of the Company.

Fiernaiional fnsurarce division, The [ntermational [nsurance division consists of the Intemationgl Insurance segmeni. which manufaciures
and distributes indhividual life insurance, retirement and related products 1o the mass aMuent and aMuent markets in Japan, Korea and other
foreign countries through its Life Planner operations. In sddition, stmilar products are offered to the broad middle incomse market across Japan
through Life Consiltans, the proprictary distribusson channel of the Company”s Gibraliar Life operntion, s well ax other channels, wncluding
banks and independent agencies.

el Bk division, The Closed Block division meludes certain in force parbcipating insurnce and annnty products and corresponding
assets that are used for the payment of benefils, expenses and policyholders’ dividends related to these products, as well as certain relatisd asseis
and liphilities. In connection with demumalieation, the Company ceased offering these participating products, The Closed Block division s
accounted for as a divested business that is reported separately from the divesied businesses that are mcloded in the Company’s Corporate and
(ther aperations, See Note 12 for addinomal information on the Closed Black.
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Carperrate and (her. Conporate and Other meludes corporate itemns and mitiatives that are wot allocated (o business segments, and divested
businesses, Corporme operntions consist primanly oft (1) capital that 1s not deploved in any business segment; (2) mvestments not allecaed to
business segments, including debt-financed investment portfolios, as well as tax credit mvestments and other mx-enhanced investments financed
by business segments: (3) capital debt that 15 used or will be used ta meet the capital requirements of the Company and the relnted mterest expense:
{4) the Company's qualified pension and other emplovee benefit plans, after allocations to business segments; (5} corporate-level activities, after
alleeanons to busibess sepments, including strateme expendilures, corpodate goveriance, corporate adventisng, philanthropie activities, deferred
compensation, and costs related 0 cenain contingencies and enhanced regulatory supervision; (6) certain retnined obligations relating (o
pre-demutualization policvholders; (7) a life insornee joint vemture and an asser managenent joust venture i Clana, (8) the Company s Capital
Profection Framework: (9) the foreign currency income hedging program wsed to hedpge certain non-17.5, dollar-dencminated eamings in our
International Insurance segment; {10} the impact of imercompany arrangements with our Retirement and Investment Management segments to
translate certain non-U_S. dollar-denominated carnings at fixed cumency exchange rates; and (11} transacnons with and between other segments,
mgluding the elmnation of intercompany tanssctons o comsahdaion purposes.

Segment Acomorting Policies. The accounting policies of the segments are the same s those deseribed in Note 2. Results for each sepment
include earnimgs on attnbuted equity estoblished at o Revel which management consicers necessary 1o suppaort ench segment’s risks, Operating
expenses specifically identifiable to a partcular sepment are allocated 1o that segment as incurmed. Operating expenses not identifiable (o o specific
segment that are meurred i conmection waith the generaton of segment revenues are generally allocated based upon the seamemt’s lustoncal
percentage of general and adminisimative expenses.

For mformation related to sigmficant acquasitions, see Note 3, For mformation related 10 the adoption of new accounting promuncements,
sa¢ Mote 2. The segments” results in prior vears have been revised for these items, as applicable, to conform to the cunrent vear presentation.

Adjusted Cperating lncome

The Campany analyzes the operating performance of each segment using “adjusted operating income.” Adjusted operating income does not
equate to “Income (loss) before income wxes and equity i eamings of operating joing ventures” or “Neg income {loss)” ns determined in
accordance with ULS, GAAP but is the measure of segment profit or boss wsed by the Company's chief aperating decision maker to evaluate
segment performance and allocaie resources and, consistent with authornative guidance, 15 the measure of sepment perfommance presented below.
Adjusted operating meome is ealculated by adjusting each sepment’s “Income (loss) before incomne tixes and equity in eamings of operating jont
ventures” for the following items, which are deseribed in greater detail below:

+  reabized investment pains {losses), net, and reluted adjustments and charges;

+ et mvestment gains (bosses) on rading account assets supporing msurance lmbalies and changes m expenence-rated contractholder
liabilities due 1o asset value changes;

+  divested busingsses; and

= equily moearmngs of operating jpoing ventures and earmings anributable 10 noncontrolling meresis,

These items are important fo an understanding of overall results of opemtions, Adjusted operating income is not 3 substiuie for income
determined in aceordance with LS, GAAP, and the Company's definition of adjusted operating incame may differ from that wsed by other
companies. However, the Company believes that the presentation of adjustesd operating meome as measured for munagement purposes enhances
the understanding of resulis of operations by highlighting the resulis from ongoing operations and the underlving profimbility factors of its
businesses,

As discussed in Mote |, duning 2016, the Compaiy recorded cemtain out of period adjustments. These adpestnicims resulted in a decrease in
pre-tax adjusted operating income of %114 million for the year ended December 31, 2006, principally consisting of a net decrease of $153 million
fir the Individual Life Insurance segment, Manngement evaluated the adjusiments, both individually and in the werregate, and comeladed that they
were nod matenal to any previously reported quanerly or annual financinl statensents.

Realized investment guins (lases), net, and related charges and adjustments

Realized fnvesment gatns (fosses), mef
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Adjusted operating income excludes “Realized mvestment gains (losses), net,” except For certain items described below. Significamt activity
excluded from adjusted opersting income includes mmparments and credivreluzed gams (losses) from sales of securities, the tmang of which
depends largely on market credit cycles and can vary considembly across periods, and interest rate-related gains (losses) from sales of securities,
which are largely subgject to the Company's discretion and mfluenced by market opportunines, as well as the Company®s tax and capital profile.
Additionally, adjusted operatnng imcome generally excludes realized investment gmins (losses) from products that conmm embedded denvatives,
aiid from associaled denvative portfolios that are part of an assetTiabality managerment prograim relited 1o the nsk of those products, However, the
elfectiveness of the hedgmg program will ultimately be reflected in adjusted operaung income over time. Trends in the underlying profiability of
the Company’s businesses can be more cleary identi fed without the Quetusting efects of these transsctions,

The following whle sets forth the significant components of “Realized invesiment gains {bosses), net” that are included in adjusted operating

income and, as o result. are reflected as adjustments (o “Renlized investment gmns (losses), net” for porposes of calculntmg adjusted opernting
ARG

Vear Ended December 31,

w7 il L s
iin maillians)
et gauns (losses) fromd 1)
Terminated hedpes of foreign currency camings % 1% s @ 5 284
Current penod vield adjustments % i34 5 466 8 475
Principal source of earnings 3 & s ™ 5 123

(1] o addstion s the nems i the @bl s, “Kealired investnient gmns (losses], betl sl gelated chasges sl adpsameni” b angludes an adjusissil o el “Realisgd
mivestmen! gams (kssesh. nel” related bo divesal bimarises ot fesulls al “Dhivesiod Bissneiags,” disnsad below,

Terminoted Hedees of Forgign Civrency Earmimes, The amounts shown i the table above primanly reflect the impact of an mtercompany
arrangement between Corporate and Other operations and the International Insurance segment, pursuant 1o which the non-U.5, dollar-denominated
earmngs m all countries for a particular year, mcluding its mienm reporiing periods, are trmnslted o fixed currency exchange rates. The fixed
rates are determined in connection with a curreney hedpmp program designed to mitigate the nsk that unfavorable mie clanges will reduce the
segment's. LS, dollor-cquivalent enrnings. Pursuant (o tis progmm, the Company’s Corporate and Cther operations may execute foraard
cumency contracts with third paries to sell the net exposure of projected eamnings from the hedpged cumency in exchange for U5, dollars at a
specified exchange rate. The monantes of these contracts cormespond wath the future penods in which the idennfied non-U15, dollar-denomnated
eamings ase expected 10 be generated. These contructs do not quahfy for hedge accounting under LS, GAAP, so the resultmg profits or losses ane
reorded in “Renlhized mvestment gmns (losses), mer.” When the contracts are termmmited i the same penod dat the expected enmings emerge, the
resulting positive of negative cash liow effect is mcluded in adjuseed operating income.

Crrvenr Perioed Yield Adiwstments. The Company uses interest rate and currency swaps and other dermvanives to manage interest and
curfency exchafipe rate exposures afisang fromm mismatches between assets and liabilines, meluding durstion mismatches, For derivative contracts
that do not gualify for hedye accounting tremtmend, the penodic swap settlements, as well as certin other denvative related vield adjustments are
recorded m “Realieed mvesoment gains (losses), net,” and are included in adjusied operating income 1o reftect the afier-hedpe vield of the
underlying bstruments. In cenain instances, when these dervative contracts are terminated or offset before their final maturity, the resulting
realized gaing or bosses are recognired in adjusted operating income aver peniods that penerally approximate the expected terms of the derivatives
or underlying instraments in order for adjusted operating meame 1o reflect the after-hedge vield of the underlymg mstruments. Included in the
amounts shown in the tmbie above are gains on certain derivative contracts that were terminnted or offser hefore their final maturity of 533 million,
549 mullion and $55 mullion for the years ended 2007, 2016 and 2015, respectively. As of December 31, 2017, there was o S50 mallion deferred net
wam related w cemain derivative contracts that were terminated or offset before their final mamnty, pnmarily in the Intemational Insurance
segment. Also mcluded mthe mmounts shown i the tble above ane fees related to synthetic GICs of S159 million, S158 mallion and 5158 nullion
for the years ended 20017, 2006 and 2015, respectively. Synthetic GICs are accounted for as derivatives under U_S, GAAP and, therefore, these fees
are recorded in “Realized mvestmant gains (losces), net,” See Note 21 for additional mformation on synthene GICs,
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FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued )

Frincipal Source of Earnings. The Company conducts certain activities for which realized investment gains (losses) are a principal source of
eammings for its businesses and wre therefore included in adjusied operatmg mcome, paricularly within the Company's Investmem Managenent
segment. For example, Investment Management's strategic investing business makes invesiments for sale or syndication o other investors or for
placement or co-investment in the Company’s managed funds and structured procheces, The realized investment gaims (losses) nssociated wath the
sale of these strategic investmenss, as well as the majonty of dervative resulis, are a principal activity for this business and included i adyusted
operating imcome. [n addition, the fealized imvestment gaiis (losses) assocnted with loans eruinated by the Company's comineraal mormgage
operations, as well as related derivative results and relained mortgage servicing mghts, are a principal activity for this business and are therefore
ingluded in adjusted operating income.

Adfustments related to Realfzed investment gains (lossesh, net

The following table sets forth certwn other bems excluded from adjusted operating meome and reflected os @ adjustment to “Realized
investment gains {losses), net” for purposes of caleulating adjusted operating income;

Year Endnd December 51,
i1l i R s

{im il
Met gains {losses) from:
Orther trading nccount assets 5 184 % {25) 5 (94
Fnrcimtﬂllrmuduug:mm 5 (135 % {154} § 6%
Other nctivities g (2 % {18} % ]

(hbser Troading Account Asvees. The Company has certaim mvestrents in its general account portfolios that are classified as mading. These
trading investments are carned at fair value and mcluded i “Chher tradmg account assets, at fiur valie” on the Company's Consolidaed
Statements of Financial Positon. Realized and unrealized gains (losses) for these mvestments are recorded in “Other income,” Consistent with the
exclusion of realized investment gains (losses) with respect o other inveshmenis masaged on a consistent basis, the net puins o losses on these
investmends ane excluded from adjusted operating income.

Foreign Cerrency Exchange Mevemoenis. The Company has certain assets and habilities for which, under U5, GAAP, the changes in value,
ngluding those associated with changes in foreign currency exchange rates during the penigd, are recorded im “Orher income.” To the extent the
foreign currency exposure on these assets and habilites 15 economically hedged or considered pant of the Company’s capual funding stmtemes for
its imemanonal subsidianes, the change m value meluded i “Other income™ 18 excluded from adjusted operating mcome. The insumnce Labilines
are supported by mvestments denomimated i comesponding currencies, including o sipnificant portion designated as available-for-sale. While
these non-ven denominated assets and liabilivies are economically hedged, unrealized gains (losses) on wvailable-for-sale investmems, including
those ansing from foreign curmency exchange rate movements, are recorded in AQCT under US. GAAP, while the non-ven denorminated liabilities
are remeasured for foreign cumency exchange rate movemenis, with the related change in value recorded in earmings within “Other income.™ Due
o this non-econaanac volatlicy that has been reflected mn ULS. GAAP carmings, the change n value recorded within “Other mcome™ 15 excluded
[rom adjested operting insome.

(hber Aciivities, The Company excludes cerain other iems from adjusted operating mcome thar are consistent with simalar adjustments
described above

Charges related 10 realiced investment gains (losses), nel
Charges that relate o realized mvestment gains (bosses) are also excheded from adpested opernting income. and include the following:
v The porton of the amortization of DAC, VOBA, unearned revenue reserves and D31 for certmn products that is related to net realized
investment gans {losses).
v Policvholder dividends and mterest credited to policyholders” account balances that relate 1o certnin life policies that pass back certain

realized investment gains (losses) o the policyholder, and reserves for future policy benefits for certain policies that are affected by net
realized mvestment goans {losses).
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FRUDENTIAL FINANCIAL, INC.
Notes to Consolidated Financinl Statements—{ Continued )

. Market value adjustments pasd or received upon a contractholder’s surrender of ceriain of the Company’s anmuity products &s these
amounts mitigate the net realiced mvestment gains or losses mourred upon the disposinon of the underlying invested assees,

Investment gains {losses) on trading account asseis supporting insurance liabilitiecs and changes in expericnce-rated contractholder
limbilities due (0 asset value changes

Certmin products included i the Retirement and International Insurance segments are expenence-rited in that imvestment results associated
with these products are expected 1o wlomately accrue o contractholders, The majonty of mvestments supporting these expenence-ratesd products
are classified as trading and are carnied at fair valuwe, with realized and wnrcalized gains (losses) reported in “Other income ™ To a lesser extent,
these expenence-rated products are also supponied by denvatives and commercial morgage and other loans, The derivatives are carried m fair
valwe, with realized and unrealized gains {losses) reported in “Realized investment gains (losses), net.” The commercial morigage and other loans
are carmed a1 unpaid pancapal, net of unamormized discounts and an allowance for losses. with gaans (losses) on sales and changes in the valuation
allowance for commercial mongage and other loans reported in “Realized invesument gains (losses), me.”

Adsied operating meome excludes et wmvestment gams (lossesh on tmding account sssets supporting nsurance labibtses, which s
consistent with the exclusion of realized imvestment gaing (losses) with respect to other investments supporting insurance Habilities managed on a
consistent basis. In addinon, 10 be conssstent with the hestorical reatment of charges related to realized investment gains (losses) on imvestments,
adjusted operating imcome also excludes the change in contractholder Liabilites due to asset value changes m the pool of investments (including
changes in the fair value of commercial momgage and other loans) supporting these expenence-rated comracts, which are reflected i “Interest
credited 1o policyholders” account balances.” These adjustments are in addition o the exclusion from adjusted operating mcome of net mvestment
wams (losses) on the related denvanves and commercial morgage and other loans through “Realized investment gains (losses), net, and relaied
charpes and adjustimems.” as discussed above. The result of this approach is that adjusted operating income for these products includes net fioe
revenmse and interest speend the Company eams on thete expenence-rated contracts, and excludes chinges in fair value of the pool of investments,
both realized and unrealized, that are expected to ultimately nccne 1o the contractholders.

Divested businesses

The conribation 1o income (loss) of divested busimesses that lave been or will be sold or eximed, imschodig businesses th have been placed
in wind down, bt that did not qualify for “discontinued operations” accounting ireatment under US. GAAP, ore excluded from adjusted operating
ngorme as the results of divested busingsses are madt consadered relevant 1o understanding the Company's ongoing eperating resalts

The Closed Block division, which s comprsed of the Closed Block seymeni s accounted for as a divesied business because it consists
primanly of certmn participatmg insurance wd sty products tat the Company ceasesd sellmg ol demutualimtion i 2001, See Nowe 12 for
further information on the Closed Block.

Equity in carnings of operating joint ventures and carnings attributable to noncontrolling interests

Equity in eamings of operating joint venfures, on a pre-tax basis, are included mn adjusted operating income as these results are a principal
souree of earmimgs. These carmings are reflecied on a US. GAAP basis on an after-tux basis us & separate Ime on the Company s Consohdated
Satements of Operations.

Earnings anributable o noncontrolling merests are excluded from adjusted operating income Eamings annbutable o noncomrolling
intefests represents the portion of eamings from consolidatad entities that relates to the equity interests of minonty mvestors, and are reflected on a
U5, GAAP basis as a separate hine on the Company s Consolidated Statements of Operations.

Reconciliation of sdjusied operating income and nel income {loss)

The table below reconciles adjusted operating income before income taxes 1o income before income taxes and equity in eamings of
operating joint ventures:
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Adpusied operating income before income taxes by segment-
Individwal Ansuties
Individual Life
Toaal U S, Individual Solutons divisioni 1)
Retirerent
Group Insuranee
Total US, Workplace Solutions division( 1)
Investment Management
Toaal Investiment Management divisson{1)
Intermational Insurance
Toal International Insurence division
Corporate and Other operations
Total Corporate and Oiher
Total segment adjusted operating income before income taxes
Reconciling lems:
Realized investment gains (losses), net, and related adjustments
Charpes related 1o realieed investment gains (losses), net
Lnvestoent gaus (losses) on ading account assels supporing insurence habihies, net
Change n experience-rated contractholder liabilines due 10 asset value changes
Divested businesses:
Closed Block division
Crher divested businesses
Equity in exmings of operating joint venures and earnings atnbutable o noncontrolling intereses
Consolidnted income (loss) before income tces and equity i eamings of operating joint ventures

EDINETOOOO
o o o o {0 e K )
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Year cnded I}um_pﬂ A1,
7 20kl 2015
{im millioms i

5 1198 5 1,765 5 1,797

(RN 79 615

2007 1,844 2,432

1,244 1,012 a3l

253 220 176

14497 1,232 1,107

a7 T87 779

o TET T4

3 198 3117 3.226
ERL 3117 J,ZL
{1.437) {1.581) [1.313)
{1.437) {1.581) [1.313)

6,244 5,399 6,231

(L] Qs 2,158
544 (A6d) (679)
336 (17) {524)

(151 21 433

45 {132} 58
I8 (B) L]

13 51 58

5 G487 5 5705 5 7769

13 Prod pediod diviasoss ] suldomlbs ape prescmcd on a bais comadent witls the Company™ sew orgiswatonal stiocie, [sdronlus] sepment reualis and coimolsdated wodads pemain

wmhampdd. Sov Nogg | L sddissonal snfosmsstist

The Indmidual Annuities sepment results reflect DAC as if the individual anmuny business 15 o stand-alene operation. The elimination of
intersegment costs capitalized i accordance with this policy 1s included in consolidanng adjustments within Corporate and Other operanions,

Reconciliation of select financial informmtion

The tables below presemt certun financial information for the Company's reponable segments;
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As of Decembser 31,
toi? ol
i milllinns)
Total Asseis:
Individual Annuwities 5 181666 % 170861
Individual Life 83985 7154
Teqal LS, Ihividual Selutons division(1) 267651 248385
Retirement 183,629 173,509
Giroup Insurance 41,575 40,642
Teal LS. Waorkplace Solutisis divisioni | § 225 204 214,151
Investrent Managerment 40944 49255
Toaal Investment Managenent divisson( 1} 4% 944 49,355
Inreenarional Insurance 211,432 197119
Teaal Intermational Insurence division 211,432 197,119
Corporate and Other operntions 14,556 13,001
Tatal Corporate and Crher 14,556 13,001
Closed Block 63,134 62051
Total Closed Block division 63,134 62,051
Total per Consolidated Statements of Financial Position $  EILOZ] 5 7EAO6D
§15  Proor pesiod diviseesal subioisls are presemed on 8 bavis comien with the Company™s sew orgasarations] sruciire. [adnidus] segs szl atul it moiads petsan

uschasmped, Sov Mot | Tor adslionall inlosmeatio
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Var Ended Droember 31, 7017
Indrrwsk
Crolites] i
el Palicyholdors”
Invesiment Padics holibes" Aicoumt Davidends b Inteseat Amnorliation
Revesues [} Ieemciin Halances P oliay bl cr s E xpeeiine wf [k
{in millionsy
Individual Annuities £ 5110 % T2 % ilE £ 330 [} £ To % disd
Individual Lifie 4,974 1.94% 2100 T19 36 648 483
Toaal LS. Individual
Solutions division 10,084 2,690 2418 1,49 36 718 947
Retirement 13,843 4,482 10,035 1,507 i] 26 26
Cirogp Insurance 5471 637 4073 274 0 5 14
Teaal US, Workplace
Solutions division 19,314 5,110 14,108 1,781 [ i 0
Investment Management 3,388 17 0 1] 1] 27 Il
Toaal lnvestmen
Management division 3,358 170 [ 1} 1] 17 i
Intermational Insurance 21,560 5,027 13,440 204 A48 13 1,138
Total Intermamonnl
Insurance division 21,560 5027 13,440 B39 48 13 1138
Corpornte and Other
operations (6T 493 rd| 0 0 533 {43)
Toqal Corporate and
(her (66T 493 21 0 0 533 143)
Total 33,646 13, 4% 29987 3,729 84 1,322 2093
Reconciling irems:
Realized investment gains
{losses), net. and reloted
adjstments (602) [38) 0 0 0 0 L
Charges related 1o realized
investment guns i losses ),
net {215) [i] {6 11903 1] 0 {5540)
Investment gains {losses) on
trading account assets
ki
liabilities, net 336 0 0 0 o o 0
Change in expencnce-rated
comtracthelder labilities due
1o assers value changes fl o i 151 1] (1] ]
Divested businesses:
Closed Block division 5 826 2,653 32149 133 2007 1 i7
Onher divesied businesses 775 21 657 0 0 4 0
Equity in camings of
opserating joint veniures and
epmnings annbutable to
nencontrolling interests {77} ] 0 1] 1] 1] 1]
Total per Consalidated
Statements of Operations $ S0680 £ 16435 5 31704 g 1822 £ 2091 51327 5§ 1580
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Year Endid I her 31, 2016
Inderest
Credited b
Nt Palicyholders
Inseslmoni Padicyhnlibor” Aggoumi Devidenads (s Intoresd Amuoriization
Revemues [ nconse Pemcliis Balances Pulicy hodders Expeenne wl AL
fim iy
Individual Anmuities § 4666 5 698 0§ 306 5 362 0§ TI 5 a3
Indivichual Life 5,355 1.822 2,750 630 35 583 115
Total US, Individual
Sobutions divisson(1) 1,021 2530 3,056 1,042 35 654 500
Retirement 12,876 4,263 9328 1,473 0 19 11
Group Insumnce 5343 HlE 4032 263 o 5 F
Total U S, Waorkplace
Solutions divisioni 1) 18219 4871 13360 1,736 1] 24 30
Investment Management 2961 80 0 0 [ 15 15
Toaal Investment
Manapement
division{1) 2,061 Bl I ] 1] 15 15
Intermativnal lnsurance 11,009 4,759 13,183 220 49 i 1,068
Toaal Inermational
Insurance division 21,009 4,759 13,183 920 a9 8 1,068
Corporate and Cther
operations {636) 265 26 [ ] 64 {49)
Tetal Corporate and
Chther {636} 465 26 ] 1] 614 (45
Total 51,574 12,605 29,625 1,698 84 1315 1,672
Reconciling items:
Realized investment gains
{lesses), net. and related
adjusments 59 {31} I i it [ 0
Charges related io realized
invesment gainsg | losses),
net 19 1] 131 (500 1] 1] 168
Tnvestment gaims {lossesh on
irading account assels
SUPPOTIING HESEINGE
ligbilities, wet {7 (1] i) a 0 0 0
Chanpe in experience-rated
contractholder liabilines due
to pssets value changes 0 o 0 (21} 0 0 0o
Divested businesses:
Closed Block division 3 6t 2,578 3,282 134 1,941 2 37
Other divested
bBusinesses 602 278 594 0 i 3 (i
Edquity ifi eamangs of
opcruting point ventures and
earmings aributable to
nencontrolling interests {57} o 0 i} 1] 1] i}
Total per Consolidated
Statements of Operations $ T S 15530 5 33632 5 1,76 5 2025 % 1320 5 1817

ili  P'ror penod divisiossl sitblolals are presested on a bams consisten with the Commpany's new’ srganizatsonal stfuctoe. Madhiidiial sepimenl nesills and comsshidasal tolsls romasn
mmchmmged: See Note | for adadifonal miommation
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YWear Ended Diecrmber 31, 2015
Inderesd
Credited o
Ml Palicyholdors”
Imvestnsem! Palicyhnlibers” Accouml Dividemils o Inkerest Amartirstion
Hivenmis I ncoms Remeflis Halances &zhﬂdﬂn E:w ol [BAL"
{in milliona}
Fndividual Annuities § 4605 S 603 0§ 314 g 363 5 05 &8 4
Indrvidual Life 5,233 1,669 2.245 bidd 33 550 133
Total ULS. Individual
Solutions division(1) 9928 _ 2272 2,559 1,007 33 619 598
Retirement 11.821 4,082 8352 1441 (2 25 1
Liroup Insurance 5,043 386 1868 257 1] 8 6
Toaal U5, Waorkplace
Solutions divissan(1) 16 0id 4 bk 12,220 | 605 (7 13 72
Investment Managerment 2044 11l 0 1 1] 10 19
Total Invesmment
Management division(1) 3044 i i il i} 10 19
International Insurance 19_ %64 4357 11,821 &0 51 5 930
Teaal Intermational
Insurance division 19,364 4,357 11,821 #50 51 5 9
Corpornte and Other
opertions {570} 450 16 i i 635 7
Total Corporate and Ciher {570 €40 16 0 o 635 {47}
Toial 48,630 11.95% 26,616 3,588 82 302 1631
Reconcilng isems:
Realized investment pams
{losses), net. and relnied
adjustments 2258 i 0 i ] i} it
Charges relared 10 realized
investment gains ( losses ), net {31} 0 39 191 1] i 452
Investment gains (losses) on
trading account assels
SURPOTLngG insurAnce
linbilities, met {524) ] L[} 0 (] o o
Change in experience-rated
contractholder labilites due to
assets valse changes o 0 0 (433} 0 0 0
Divested businesses;
Closed Block division 6, 10 2,651 3,365 135 2130 1 37
Ohther divested Isinesses 638 217 607 1 ] 3 0
Equity m eamings of operating
joine vemneres and exmings
attnbutable 1o noncontrolling
incTests {12y 0 (] i (] i 1]
Total per Consolidated Statements
of Operations $ 57119 § 14820 5 30,627 § 347 $ 2312 51306 5 2120

i11  Prior peniod divissomal subiotals are presented on a basis comsstent with the Company™s pew organumtional structure. [mdnvidusl seemend resahts and onnsolsdated totals remmin
uschasged. See Nose | for sdditioml infosmation

Revenues, calculnted in accordance with LS. GAAP, for the vears ended December 21, inchude the followang associaed wath the
Compuny’s forgign and domestic operations;

]|
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w7 b1 2015

{im milinns
[oumestic opertions 5 36511 5 6079 S 36,151
Foreign operntions, ol 5 1316 5 2700 5 20,968
Fareign opemtions, Japan 5 19,589 § 19,768 & 18,177
Foreipn operations, K.oren L1 1,567 % 143 § 1462

Management has determined  the intersegment revenuses with reference 1o market rates. Intersepment  revenues are elimmated n
consolidation in Corporate and Chher. The Investment Management segment revenses inclode inmersegment revenues, primarily consisting of
asset-based management and ndminsstration fees, for the years ended December 31, a5 follows:

7 006 s
fim il i
Investnent Management segment inlerssgment revenues 5 717 'S 682 % 682

Sepments may also enter nto wbemal dervative contracts with other sepments, For adjusted operating mcome, each segment accoumts for
the internal derivative resulis consistend with the manner in which that segment accounts for other similar external dervanives.

Certiin services are provided under agreements between affilintes of Prudential Finnncial. Under one such agreement, certam domestic
subsidiaries engaged cenain foreign subsidiaries o perform services associated with managing assers, while cenan other agreements among
domeste and foreign affiliates related to corporate support services. For the penod enshing December 31, 2017, the domeste subsidianes pmd 556
mallion 1o the foreign subsidiaries, while $19 million was pad among cerain foreign subsidianies as a payment made i advance for services
expected to be rendered and thus camed i the first quarter of 2018, These intercompany transactions are chmmnted 1 the consolidated financinl
saatenents,

23 COMMITMENTS AND GUARANTEES, CONTINGENT LIABILITIES AND LITIGATION AND REGULATORY
MATTERS
FLeases
The Company occupies leased office space in many locations under vanious long-term leases and has entered into numerous leases covenng
the kong-term use of computers and otler equipment, Remtal expense, net of sub-lease income, incurred for the vears ended December 31, 2017,
2006 and 2015 was 5258 millson, $252 million and 3232 million, respectively.

The following mble presents, o December 31, 2007, the Company™s future minimum lease payments under non-cancelable opersting and
capital leases nlong with associated sub-lease income:

Dipratiing and Sub-lease
Capital Leasesil) Incones

il milllloasy
2018 5 147 5 o
2019 123 0
20 oy [i}
021 R0 0
A 62 0
2023 and thereafter 138 0
Tiostal 5 644 3 i

{1} Pubwe memimnn kase pavincsts umsler capstal keases woerg $210F imllion as of Decembsn 31, 2057,

Occasionally, for business reasons. the Company may exit certmin non-cancelable operating leases prior 1o their expiration. o these
instances, the Coampainy’s polecy is to accrss, At the ing il ceases to use the property being leased, the Riture rental expense net of any expected
sub-lease income, and to release this reserve over the remaining commitment period. OF the 1otal non-cancelnble operating and capital beases
amounts lstad above, 52 million hos been accrued s of December 31, 2017, There were no sccrunls of sub-laase income as of December 31,
2017,
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Ceintmreroial Mortgage Lods Commifatenty

ember 31,
2T oli
fin millinns)
Total outstanding mongape loan cominitments 5 2712 0§ 1984
Portion of commutment wlhere prearmngement 10 sell to mvestor exists g 435 % 454

In connection with the Company”s commercial morngage operations, it onginates commercial morgage loans. Commuimenis for boans that
will be beld for sale are recogmized ns dervabves and recorded at fair value, In certan of these ransactions, the Company pre-nrmnges that it will
s¢ll the loan 1o an investor, incleding to government sponsored entities as discussed below, after the Company funds the loan

Comnritments o Purchase Investments {exeluding Commercial Morigage Loans)

Desembr 31,
T D016
{In mmiBlions}
Expected to be funded from the general account and ather operations outside the separte accounts( ) $ 6319 § 7232
Expected 1o be fonded from separate accounts(] ) 4 141 g 470

{13 The mmcamie al Decemsher X1, J06 have heon revised 10 comreet the peevisasly reperied amounis

The Company las other commitments to purchase or fund mvestments, some of which are contingent upon events or circumsiances not
under the Company's control, mcluding those a1 the discretion of the Company’s cownterparies, The Company anticipates a portion of these
commaimments will aliimately be funded from iis separate accounts.

Indemuiffcation af Securittes Lending Transaciiony

Decembeor 31,
w7 0l
{in millionsj
Indemnification provided to cemain securities lending clients § 4619 5 5352
Fair value of related collareral associnted with above mdemnifications £ 4712 % 5465
Acerued liability associated with guaranies g 0 % 0

In the normal course of busmess, the Company mav facilitate secunties lending transactions on behalf of certain client pecounts
{collectively, “the accounts™) for which the Company is also the investment advisor apd'er the asset manager. In certan of these arangements, the
Company las provided an idemmification 1o the accounts o hold then harmbess agamest losses caused by counterpanty {Le. bormewer) defiulis
associated with the securities lending actvity facilitated by the Company. Cellsteral is provided by the counterparty 1o the accounts st the
meeption of the loan equal to or greater than 102% of the far value of the loaned secunbies and the collmeral s mantined daily a1 102%% or
preater of the fair value of the loaned secunities. The Company is only ai risk if the counterpariy 1o the securities lending transaction defaults and
the value of the collaternl held 15 less than the value of the secunties looned to such counterparty, The Company beligves the possibality of any
pavments under these indemmites s remode.

Creadit Devivadives Written

As discussed Farther i Note 21, the Company writes credit denvatives wnder wiich the Company 1s obligated 1o pay the cownterparty the
referenced amount of the contract and receive in retum the defaulied security or similar security.

Crnarantees of Assef Falwes
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Deeember 31,
7 Hilh

iln miMlons
Guaranteed value of third parties’ assets 5 77200 § 7197
Fair value of collateral supporting these assets & 77651 % 77760
Aszat (liability) associated with pusrantee, camied at fair valuee 5 i s £

Certain contracts underwritten by the Retrement segment inchude puaraniees related 1o financial assets owned by the guaranteed pary.
These contracts are accounted for as denvatives and camied ar fair value. The collateral supporting these guaraniees 15 not reflected on the
Consolidated Siements of Financial Position,

Inidemmiffoation of Xerviced Morigage Loans

December 31,
T Bk
fin milliossh
Maximum exposure under indemm fication agreements for mongage loans serviced by the Company £ 1,609 5 1371
First-loss exposere portron of above 13 483 & 416
Accrued hability associted with guarniees 5 4 s 13

As part of the commercial mortgage activiies of the Company’s Investment Management sepment, the Company provides commerncial
morigage onginaion, underwniing and servicing for certaim govenmment spensored entibies, such as Fannie Mae and Freddie Mac. The Company
has agreed to indemnify the government sponsored entitics for a portion of the credit nisk associated with cemam of the morgages 18 services
thrgikth a delepated authority arfangement. Under these arangements, the Company ofigimates multi-family momgapes for sale 1o the government
spansored enmities based on underwriting standnrds they specify, and makes payments to them for a specified percentage share of losses they incur
on certain loans servicad by the Company. The Company’s percentape share of losses incurred penerally varies from 2% 1o 20% of the loan
balance, and is typically based on a first-loss exposure for a stated percentage of the loan balance, plus a shared exposure with the government
sponsored entity for any losses in excess of the stated first-loss percentape, subpect to g comtractually specified maximum percentage. The
Company determines the lability related to this exposure usmg histoneal loss experience, and the size and remaming hife of the asset. The
Company services S12,892 pullion and 511,445 mallion of morgages subject 1w these loss-sharing armngements a5 of December 31, 2007 and
2016, respectively, all of which are collniernlized by first pronty liens on the underlying multi-family residential properties. As of bath December
31, 2007 and 2016, these mongages had a weighted-average debt service coverape ratio of |82 nmes and a weighted-average loan-to-value mno
of 5%, The Company's total share of losses related to indemmificanions that were settled was S0 million for bath vears ended December 31, 2017
and 2016 and $1 million for the vear ended December 31, 2015,

Eiver Cruarantces
Descember M.
7 Eilih
{im millinasy
Other guarantees where mnount can be determuned [ i s 58
Axcrued habality for cther guarantees and msdemnificabons e 0% 3

The Company 15 also subject to other financml guaramiees and mdemmty arrangements. The Company has provided indemmities and
suaraniees related 1o acquisitions, dispositions, mvesimens and other transactions that are ingeered by, among other things, breaches of
representations, warrantics or covenams provided by the Company. These obligations are typically subject to vanous time hmitations, defined by
the contract or by operation of law, such ad statutes of limiation, In some cases, the maximum potential obligation s subject 1o contractunl
limitations, while in other cases such lmitanons are not specified or applicable, Inchuded above are 331 mallion and 551 million as of December
31, 2017 and 2016, respectively, of vield maimenance guarantees related 1o certain investments the Company sold, The Company does not expect
1o make any payments on these guarniees and is not carrying any liabilities assocmted with these guarmniees.
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Since certam of these obligations are not subject to limilations, it ks not possible 10 determuine the maximum potendial amount due under
thess guarantees. The sccrued liabilities idenufied above do not include retained liabilines associated with sold busimesses.

Tnsalvency Assessurenis

Muost of the unsdictions m which the Company 15 admitied to transact business require msurers doing busimess within the junsdiction to
participale in gusraniee associations, which are orgamized o pay contraciual benelits owed pursuant 1o msurnce polacies ssued by unpaired,
insolvent or faled mswrers. These associations levy assessmems, up o preseribed limits, on all member insurers in a particular state on the basis of
the proportionate share of the premiums written by member insurers in the lines of business in which the impaired, insolvent or failed insurer
engaged. Some states permit member msurers 1o recover assessments paid through full or paral premium mx offsets. In oddition, Japan has
established the Japan Policvholders Protection Corporation a5 a contingency (o prodect policvholders against the insolvency of life insurance
companies m Jupan through sssessmenis (o compmmes leensed to provide hie msurance,

Assets and liabalines held for imsolvency assessments were as follows.

Deveriher 31,
pi ] B
i{lm millioas )
Ortleer assets:
Premium tax offset for fumee undiscounied assessments 1 64 5 8
Premium tax offset currently svailable for paid assessments 6 ]
Total 5 05 54
Orilser Liabilities:
Insobvency assessments g m 8 52
Cenrtinmgent Linhilities

On an ongoing basis, the Company reviews its operations including, but not limited o, practices and procedures for meeting obligations w
our customers and other parties. This review muy result m the modification or enhancement of processes, meleding concernmg the tmmg or
computation of payvinens W customers and other panies. In centain cases, (T appropriate, the Company may offer customers or other parties
remediation and may incur charges, including the cost of such remedintion, adounistrative costs and regulatory fines.

The Company is subject 1o the laws and regulations of states and other jurisdictions concerning the idennfication, reporming and escheatment
of unclaimed or abandoned funds, and 15 subject 0 audit and examinution for complianee with these requirements. For additionsl discussion of
these matiers, see “—Lingation and Regulatory Maiters™ below.

It is possible that the results of operations or the cash flow of the Company in a panicular quanerly or annoal peniod could be matenally
affected as a result of payments in connection with the maners discussed above or other maners depending. in pan, upon the resulis of operations
or cash flow for such penod. Management believes, however, that ulomate payments in connecton with these matters, after consideramnon of
applicibile reserves and rights 1o indemnification, should not have a material adverse effect on the Company's finascial positon.

Litigation and Regulatory Matters

The Company is subject to legal and regulatory sctiens in the ordinary course of 1ts businesses. Pending legal and regulatory actions inclde
proceedings relating 1o aspects of the Company s busmesses and operations thar are specific to it and proceedings that are tvpical of the businesses
i which it operates, including in both cases businesses that have been either divesied or placed in wind down status. Some of these proceedings
have been browght on behalf of varous alleged classes of complunams. In cerain of these maners, the plamntiffs are seeking large andior
indetermunnte amounts, incleding punitive or exemplary damapes. The outcome of litygntion or 2 regulatory mntter, and the omount or ranpe of
ptennial loss a1 any parscular nime, 15 often inherently uncenain,
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The Company establishes accruals for limganon and regulatory maners when it is probable that a loss has been incumred and the amount of
that loss can be reasonably estimated. Fos hugaton and regulatory matters where a loss may be reasonably possible, but met probable, or s
probable bul not reasonably estimable, o accreal 15 established but the matter, il potentially matenial, 15 disclosed, including matiers discussed
below, The Company estemates that as of December 31, 2007, the aggrepnte mnge of reasonnbly possible losses in excess of accruals established
for those lingation and regulotory matters for which such an estimate cumrently can be made 15 less than 5250 million. Any estimate 15 not an
inchcation of expected loss, of any, or the Company’s maximinn possible loss exposire on such matters, The Company reviews relevant
information with respect 1o its litigation and regulatory matters on a quarterly and annual basis and updates s acoruals, disclosures and estimates
of rensonably possible loss based on such reviews,

Labor and Employment Matters
Prudential af Brazil Labor and Epployment Maiters

Prucential of Brazl (“POB”) sells meurance products 1o consumers through life planner franchisees (“Life Planmers™), who are engaged as
independent life insurance brokers and not ss employvees. When a Life Planner's contraciual relationship with POB s terminated, in many cases
the Life Planoer commences a labor saal agamst POB alleging entitlement to employment related benefis, POB = a delendant in numerous such
lawsuits in Brazil brought by former Life Planners, and has been subject 1o regulmory actions challenging the validity of POB's framchise model.
POR has recemly modified s franchise model 10, among other things, mitigate the labor risk mvolving Life Planners, POB may continue to
become subject to additional Life Planner labor surts and regulatory actions i the future notwithstanding the steps that POB has taken 1o attempt
1o mitigate the labor risk.

Individual Annuities, Individual Life and Groop Insurance
Wells Favggo My Term Sales

I Dgcember H016, the Company annoufced that it suspended sales of its MyTerm life insurance product thiough Wells Fargo pending
completion of o Company-initiated review of how the product was being sold through Wells Fargo. The Company has offered 1o reimburse the full
amousl of premiwm with interest, w any Wells Faruo customers with concems shout the way in which the prodwct was purchased. Wells Fargo
distributed the preduct from June 2014 uniil sales were suspended, and Prudential Financial’s tetal annualized new business premiums associxted
with sales through Wells Farno were approximately 84 million. Anualized new business premuoms mclude 100% of schedubed first year
preminms fior policies sold duning this penod.

The Company has received inquines, requests for information, subpoenas and a civil invesngative demand related 1o this maner from state
and federal regulmors, including its lead state insurance regulator, KIDOBI, state attormeys general and federal legislators, and is responding to
these requests. The Company has also received shareholder demands for certain books and reconds under New Jersey law, Litigateon related to thos
maiter 1s desenibed below. The Company may become subject to additonal regulatory inquiries and other investnganons and actions, shareholder
demands and livgation related to this matier. The Company has provided notice 1o Wells Fargo that it may seek indemnification under the
My Tem distribution agreement between the pomies. In Decembser 2007, MIDOBI ended ies investipation and conchaded that there was no evidence
of improper activity by Prudential regarding the sale and markening of MyTerm policies to Wells Fargo customers,

Broderick v. The Pridennial nsirance Compaine of Amevica, of al,

In Drecember 2006, a complunt entithed Jufie N Seoderick, Darron Smith aod $omas Scheeck v, The Pradensial Insurance Company of
Amevica, ef al, was filed in the Superior Court of Mew Jersey, Law Division - Essex County. The complaing: (i) alleges that defendanis
termimated plamnffs’ employment for engaping m wiistlehbvamg conduct invalving the sale of MyTerm policies through Wells Fargo and
violated MNew Jersey's Conscientious Employee Protection Act; and (ii) seeks back and fromt pay, compensatory and punitive damapes and
attormeys’ fees and costs. In Jameary 2007, defendams filed an answer 1o the complaing

Alex Pereo, individwally and o behalf of off others similarly sitnered v. The Prodensiol fnsnrmnee Company of America, el of,

In December 2006, a putative class action complaint entitled Alex Perea, individually and on behalf of all others simifary sinaared v, The
Pradentiod franrance Company of Admerica, Pruce Life fnsnrence Company, Proco Life Inseronee Comgrenry of New Sersey, and Priveo Life
Inswerarce Comygenne | was filed in the United States District Court for the District of New Jersey. The complaint: (i) alleges that defendants
conspired with Wells Fargo to sell a life imsurance product 1o Wells Fargo customers without thear knowledjpe or consent and violated federal law
{Rackeweer Influenced and Cormapt Organizations Act (“RICO™)) and New
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Jersey law {Consumer Fraud Act); and (i) secks injunctive relief, compensatory damages, exemplary and stamtory penaltes, meble damages,
inferest and atomeys’ fees and costs, In January 2017, plainaf filed an amemnded complaing in the United States District Court for the Disarict of
Mew Jersey, alleging the same claims contained in the complamt. In February 2017, the amended complaint was withdrawn with prejudice. Thas
case 15 now closed.

Hugfman v, The Prdennad Tnsiranee Company af America

In Septembser 2000, Huffman v, The Pracfenvial Fasurance Coampany of Amevica, a purported nattionwede class action brought on behalf of
beneficianes of group lifie inserance contracts owned by the Emploves Retiremem Incoane Security Act (“ERISA" Fgoverned emploves welfare
benefit plans was filed o the Linited Sttes District Cowrt for the Eastern Distmet of Pennsylvama, challenging the use of retaimed asset accounts in
emplovee welfare benefit plans io settle death benefit elaims as a violatson of ERISA and secking injunctive relief and disgorgement of profits. In
July 2001, Prodentinl Insurance"s motvan for judgment on the plendings was denied. In Febounry 2002, plamtfTs filed o motion to certify the ¢lass.
In April 2012, the count staved the case pending the outcome of a case invalving another insurer that 15 before the Third Circuit Cournt of Appeals,
In August 2014, the court lifted the stay, and in September 2014, plantiffs filed o motion seeking leave @ amend the complamt. In July 2015, the
court granted plaimiffs” motion to file an amended complaimt. Plunaffs® amended complamt added two new class representatives, o new commion
low breach of fideciory duty clum, and o protobsted transactions clamm under Section 406(a) 18C) of ERISA. In August 2015, Prudentnl
Insurance filed s answer 1o the first amended complaint In Februsry 2006, plainifls Aled a class cenification motion, In Seplember 2006,
plamuis” movion for class cerification was demied, and m October 2006, plamtiiYs filed a motion for reconsideration. In December 2016, the
motion for reconsideration was denied. In February 2017, all parties filed modions for summary judgmeni. In December 2017, the court granied
plaintiffs” mogion for summary judgment as to their breach of fiduciary duty claims under ERISA, dismissed plointiffs’ stae low claim, and denied
the motions for summary judgment on the prohibited transaction claim. In December 2017, plaintiffs filed a mation o alter or amend the prior
orders denying class certification. In January 2018, the court demed 10 part, and granted i part, plamnffs” class certification moton and certified a
class limited o pamicipanis in the two emplover plans involving the named plaintiffs. In February 20018, Prudential Insurance filed a peaton with
the Third Circuit Court of Appeals seeking permission o appeal the class certificaton decision,

Bulifarin v, Privco Life

In July 2017, a putative class action complaint entitded Rickard Beffarin v, Privce Life fesrance Company was filed mothe United States
District Court for the Central District of Californin, alleging thae the Company imposes charges on owners of universal life policies 1o cure defaults
and’or reinstate lapses, that are iconsistent with the applicable universal life policy. The complaint inclwdes clnims for breach of contract, breach
of implied covenant of good fuith and fuir dealing, and violation of Califorma law, and seeks unspecified damages along with declaratory and
imjunctive relief In September 2017, the Company filed its answer to the complaint.

Eschentment Litigation
Snerde of Wese Virginde ex. Rell dodn [0 Perdve v The Pridientiel Tnsurance Compame of Amovlica

In September 2012, the State of West Virgmia, through 1ts State Treasurer, filed o lawsuit agninst Prudential Insurance m the Circuit court
of Purnam County, West Vigimia, The complaim alleges violuwons of the West Virgona Umiform Unclaimed Property Fund Act by fasling 1o
properly identify and report all unclamed msurnce policy procesds which should eher be pad 1o benelicianes or escheated to West Virginin,
The complaint seeks 10 examing the records of Prudential Insumnce 1o determime compliance with the West Virgina Uniform Unclaimed Propeny
Fund Act, and 1o asscss penaltics and costs i an undetcrmined amount. In June 2015, the West Virginia Supreme court issued a decision: (1)
reversing the trial coun’s dismissal of the West Virginia Treasures®s complaint alleging violations of West Virginia's unclaimed propeny law, and
(1) remanding the cose o the Cincuit court of Pumam County for proceedings consistent with ies decision. In July 20015, a petition for rehearing
was fled with the West Virgitla Suprenie court. In Septeniber 2015, the West Virginia Supreme count of Appeals denied Prudential Insurance’s
reheunng pettion. In November 2005, Prodental lnsurance filed its answer,

Srade of Wear Virginta ex. Rel. Jokn 1) Perdue v. Pruce Life

In October 2012, the Stae of West Virginia commenced a scoond action apainst Pruco Life making the same allegatons stated in the acton
apmnst Prudential Insurmnce. In April 2003, Pruca Life filed motions to dismiss the complaints i both of the West Virgimn actions. In December
2013, the court granted Pruce Life’s motions and dismissed the complaints with prejudice. In January 2014, the State of West Virginin appealed
the decisions, In June 2015, the West Virgamia Supreme court sssued o decision: (i) reversmg the trnal count’s dismizeal of the West Virgemnia
Treasurer™s consplamt alleging vielabons of West Yirginia's unclamed
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property law; and (1) remanding the case to the Circuit court of Pumam County for proceedings consistent with its decision. In July 2015, a
petiion for reheanng was filed wath the West Virgima Supreme courl. In September 2005, the West Virgima Supreme count of Appeals denied
Pruco Life’s rehearing petition. In Movemrber 2015, Pruco Life filed its answer.

Taral Az H:'\nnm' Sorvives, LI v .H:'.rf.liﬁ'. Teic., e al, Pradenial f-hmrdu-f, .f.lrc., The Prudentiall fnviwvance f'm'rpm'r'r r.f.lm-rfrn'l arad
FPruclenetal Insurance Agency, LLOC

0On December 27, 2017, Total Asset Recovery Services, LLC, on behalf of the State of New York, filed a Second Amended Complaint in the
Supreme Court of the Stne of New York, County of New York, against, among other 19 defendams, Prudenial Financial, Inc., The Prodential
Insurance Company of Amenca and Prudential Insurance Agency, LLC, alleging that the Company failed 1o escheat life insurance proceeds m
vielation of the New York False Claims Act. The second amended complaint seeks injunctive reliell, compensatory damages, civil penalties, treble
damnges, prejudpment inferest, pitomeys” fees ond costs,

(rher Maners
Wonsd IT, et el v PRIAC

In December 2015, o putative cluss action complamt entitbed, Leomard 1), Wood IF on beledf of the Kele Distrilwtors, ne, 4000k Retirement
Savinyg Now-Lldon Plan amd Mava Skew o Beball of the Exce Bevoueces, dee, d080K) Plan aud ol ovher siprilarly sitated ERISS-covered
emploves pension fenefit plans v, PRAC was filed in the United States District Court, District of Connecticet. The comploink: (1) secks
certification of a class of all ERISA-covered employee pension benefit plans whose plan assets were mvested i group anmuity contract sable
vahse funds within six years prior to, on, or after December 3, 2005; and (i) alleges that PRIAC breached s fiduciary obligations and necepted
exgeRsive compensation by crediting rates on the stable value sceounts that are less than PRIAC'S intermal rate of retirn on those plan assets
without disclosing this sprensd to the plans, In February 2006, PRIAC filed o moton 10 dismiss the complamt, In September 2006, the coun mssued
a decision: (i) denying PRIAC s motion 1o dismass the claim alleging tlat it is a Gduciary under ERISA; and (in) granting PRIAC's motion (o
disriss the clamm alleging non-fiduciary labality. In Ociober 2006, PRIAC fled s Answer. In Janeary 2007, plamnf¥s filed o motion for class
certification. In February 2017, the couwrt granted the unopposed motion of plaintill Wood on behalf of the KeHe plan to dismiss the case as to the
KeHe plan without prejudice. In Auguse 2017, the count denied plaintffs motion for class certificanon. In October 2017, the cournt isswed an order
confirmang the parties” stipulanon dismissing the elaims of the sole rermnining plainnf¥ with prejudice. This case is now closed.

Royen v. PRIAC, eral,

In December 20015, a putative class action comploim entitled Richard A, Roxemon bebalf of the Fergmon Emerprives, fuc, 40k
Ketirement Savings Plan and ¢ behalfl of Al (hber Simitarly Siteied Emploves Beoefie Plans v, PRIAC, Prodemiol Sonk & Trasi, FSB and
Praclential fovesimen Managemest Seevices, LEC was Aled in the United States Dhisirict Court, Distrsct of Connecticut. The complaint: (1) secks
certificanion of & class of all ERISA-covered emplovee pension benefit plans with which Prudeniial has maintained a contractual relationship based
on @ group annuity contract or group funding agreement; and (i) alleces that the defendams breached thear fiduciary obligatons by accepting
revenee sharng payments from mvestment vehicles in its separate accounts and‘or by nocephing excessive compensatton by crediting rutes on
stuble valee accoums that are less than PRIACTS imtermal rae of retumn, In Apnl 2006, plainafl filed an amended complaint; (1) removing
Prudential lnvestment Management Services, LLC, as a defendant; () withdrawing all clamms conceming Sable Value Accownts; and (i) adding
as delfendants the employersponsar of plantill™s retivemen: plan { Ferguson Emerprises, Toc.), and the invesiment advisor for plaintifTs retirement
plan (Capital Pormers, LLC db'a Captrust Financial Advisors). In May 2016, the Muir v. PRIAC complaint was consolidated with this lowsuit [n
June 2016, PRIAC, along with the ather named defiendanes, fled motions 1o dismiss the amended complaing. In December 2016, the coun gramed
defendants” motions o dismiss with prejudice. In January 2017, plainaff filed 0 Notice of Appeal 1o the Second Circuit. In March 2007, plamtiff
filed a voluntary notice of dismissal with peejudice as to Ferguson Enterprises, Ine. and Capatal Pamners, LLC d/b'a Caperist Fisaneial Advisors,
In Ogtober 2017, a three judge panel from the Second Circut Court of Appeals affinmed the judgment of the dhstnet court, and plamdiff
subsequently filed & petition for rehearning before the entire Coun ol Appeals, In December 2017, the Coun of Appeals denied plainiilT™s request
for a rehenring.

Haowler v, Progdenniod Financial, foe.

In October 2006, a purported class action lawsait, Boder v Priviesiiad Financiaf, Trc. and Prodensial fnsiremoe Company of America , was
filed m the Unsted States distrct court for the distnict of New Jersev, cluimimg that Prodennal fazled to pay overtime to insurance agenis in
wiglation of federal and Penmsylvama low, and that improper deductions were made from these agents” wages
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in violatien of state law. The complaint sought back overtime pay and statutory damages, recovery of improper deductions, intevest, and attormeys’
fees. In March 2008, the count conditionally cenified a nationwide class on the federal overtime claim, Separately, i March 2008, a purporied
naticnwide class action lawsuit was filed in the United States district court for the Southemn district of California,  Wane v. Prudensial Fimancial,
Ine, anel Prodential hisuranee,  clpiming that the Company failed to pay s agents overime and provide other benefits in vielanon of California
and federal lnw and seeking compensatory and punitive damages m unspecified amounts. In September 2008,  Wang  wos transterred to the
Uinited States destrict court for the distinet of Mew Jersey and consolidated with the  Bonder  matter, Subsequent amendineits 10 the complaint
resulted in additienal allegations mvolying parperted violations of an additional mine states” overtime and wage payment laws. In February 2010,
Prudential moved to decertify the federal overtime elass that had been condinanally cernfied in Mareh 2008 and moved for summary judgment on
the federal overtime elaims of the nnmed plaimaffs. In July 2010, plantiffs filed a motion for class certification of the state Inw claims. In August
2000, the district count granted Prodentiol’s moton for summary judgment, dismussing the faderal overtime clmme. In Tanunry 2003, the court
denied plamtiffs’ motion for class certificanion in its entirety. In July 2003, the court granted plaintiffs’ matien for reconsideration. permitting
plainndls to file a motin o cermfy a class of emplovee imsusance agents secking recovery under state wagpe and hour laws, In September 2003,
plamiits filed o renewed motion for class ceriification, In Februury 2015, the federal distnict couri for Mew Jersey granted in pari, and denked in
pan, plaintifls’ renewed class cemification motion. It cemified for class weatment plainnils’ wage payment claims which include alleganons that
the Company made improper deductions from the wages of its former common law agents in Californin, New York, and Pennsylvania, and its
financial services associates in California and New York, The count dened plaintffe” anempt 1o centify a class based on the Company™s alleged
fuslure to pay overtime (o its former common bvw agents and s finnncial services associates m California, [hinois, New York and Pennsvivania. [n
March 3013, the Company filed & metion requesting that the coun reconsider its decision 1o pamially grant plainti{is” renewed class cenification
moteon with regard o 1 former common law agents. In June 2007, the parties filed a consemt mobon for prelomnary seitlement approval. [n
August 2007, the courn issved an order granting prelomnary approval of the panies” class action setlement, In December 2017, the court issued a
Judgment and Order of Dismissal granting the unopposed mesion for Cernificatnon of Sextlement Classes and Final Approval of Settloment and
wranted the Motion for Attomey Fees. This case s now elosed.

Finuncial Disclosures Concerning Death Benefits and Unclaimed Property
Srephen Silverman, Dertvarively on Behall of Prudential Firenctal, Inc. v. Jolm K Srangleld, of af.

In Ocrober 2012, a shareholder denvative lawsuit, was filed in the United States district court for the district of New Jersey, alleging
breaches of fiduciary duties, waste of corporate assets and unjust ennchment by certmin semor officers and directors. The complaint names as
defendants the Company's Chief Execunve Officer, the Chief Financial Officer, the Principal Accounting Officer, cemain members of the
Company’s Board of Directors and a former Director. The complant alleges that the defendanis made false and masleading ststements regarding
the Company s currend and future Ninancial condition based on, among other things, the alleged Faslure w diselose; (1) potenteal lability for bene s
that should either have been paid to palievholders or their beneficinries, or eschented to applicable states: wnd (i) the extent of the Company’s
exposure for alleped state and federal law vielations conceming the settlement of claims and the escheatmemt of unclaimed property. The
complaint seeks an undetermined amount of domages, anomevs’ fees and costs, and equitable rehef mchuhing o direction for the Company to
reform und 1o improve is corporate governance and mntemal procedures o comply with applicable laws, In September 2017, the court issued a
stipulated consent order dismissing the complaimt withoul prejudice. This case 1s now closed.

Ferd Mema, Pevivanively or BefalFof Pradensial Finuneial, Ine v Joke B Seangfild, e al

In October 2012, the Board of Directors recerved a shareholder demand letter (the ~Demand ™), contnining allegations of wrongdoimg similar
1o those alleged in the Silverman complamt. The Demand alleges thar the Company®s Sentor Management: (1) breached their iduciary duties of
lovalty and pood faith i connection with the management, operation and oversight of the Company s business; (1) breached their fiduciary duty
of good Guth w establish and muntan adequate imteral comrols, and (im) breached their Tduciary duties by dasseminaing flse, onsleadug
and‘or mcomplete information, all in coonection with the Company s alleged failure 1o use the Social Secunity Master Death File (“SSMDF™) and
o piy beneficianes and escheat funds to states. The Demand requests that the Board of Directors: (a) wndertike an mdependent internal
investigation inio Senior Mamagement's violations of New Jersey and'or federal law; and (b) commence a civil action agninst each member of
Senior Manpgement to recover for the benefit of the Company the amount of damages sustained by the Company az a result of the alleved
breaches described above. In response to the Demand, the Board of Directors formed a Special Litigation Commties that retained an owiside law
firmm to mvestigate the Demand's allegations. In Sepiember 2013, before the conchiion of the Special Litigation Committes’s investigation, the
sharcholder who submitied the Demand filed a sharcholder derivative lawsuit,  Pawld Memo, Derivasively on Belalf of Prodential Financial, Fuc.
v Jdokn U Srangleld e all | Mew Jersey Supenior court, Essex County, The complaing (the “Memo complaint™) names as defendants the
Company’s Chiel Executive Officer, the Vice Chmrman, a former
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Chiel Financial Oflicer, the Principal Accounting Oflicer, certaan members of the Company’s Board of Directors and a former Director. The
complaint repeats the alleganons in the Demand and seeks an undetermined amount of dannges, attormeys” fees and costs, and equitable relief
inchuding a direction for the Company o reform and 1o improve its corposate governance and intemal procedures 1o comply with applicable laws.
In March 2014, the Specwn] Linganon Comminee completed is investigation into the Demand’s allegations and concluded that it w5 neither
apprognate nor m the best interests of the Company's shaseholders to pursue any litgation ansing from sllegations contmmed m the Demund or in
the Memio complant, and that the Conrpany should seek dississal of the Memo conplasnt, li July 2014, the Company Gled & motion 1o Jdisings
the complamnt. In October 20015, the court pranted defendnnis” summary judgment motion and dismissed the complamt with prejudice. In
Noverbser 2005, plainnf¥ filed a notice of appeal 1o the Mew Jersey Superios court - Appellate Divigion, In August 2007, the New Jersey Appellate
Division affirmed the mial court decision dismissing the complaing. In September 2017, the plainiff's tme to appeal the Mew lersey Appellate
Division's decision expired. This case is now closed,

Residential Mortgage-Backed Securities (“RMBS™) Trustee Litigation

In June 2004, the Company, together with nine ather mstitutional investors, filed six actions in New York state court apamst certain RMBS
trustees. The actions, which are brought derivatively on behalf of more than 2,200 RMBS trusts, seek unspecified damapes antnbutable to the
trustees” alleped fmlure 1o (1) enforce the trusts’ respective repurchase nghts apamst sellers of defective mortgage loans; and (1) properly monrtor
the respective morgage loan servicers. The complaints assent claims for breach of contract, breach of fdvciary duty, negligence and violations of
the Trust Indenture Act of 1939, In July 2014, the Compuny amended its complmnt against cach of the six defendants. In November 2004, the
Company filed amended complainis against each of the trustee bank defendants in federal coun in the Southern District of New York. In
December 2014, the Mew York State court actions were dismmssed wathout prejudice upon the Company's request. The six acnons described above
are captioned:

PHCA et al, v, Bank of New Yovk Melion (“BONYM )

In March 2015, defendanes filed a motion 1o disniss the amended complaint. In March 2016, the coun issued a decision invalving
BONY M s motson to dismiss: (1) denying the motion to dismiss the Pooling and Servicmg Agreement (“PSA”) irust cluims for lack of junisdiction:
ii.i:l d:ﬂjnny: the motwsn |¢gﬁ.rdir|.‘|; claims For vielations of the Trust Indentiore Act of 1939 und breach of contract: and (i) urankig the i
regarding claims for negligence and breach of Gdweiary duty.

A e ol v Citihank VoA,

In February 2005, defendanis filed a motion o dismass the amended complaint. In Seprember 2005, the coun issued a decision invelving
Crtibank's motion to dismss: (1) with respect to the PSA trusts, granting the motion and dechimny io exercise supplemental junsdscoon; (0] with
respect 1o the Indenture trusts, denying the motion regarding claims for breach of coniract, violanons of the Tt Indenture Act of 1939,
neglipence and breach of fGiduciry duty coneeming the duty to avoid conflicts of mterest; and (i) with respect 1o the Indenture trusts, pranting the
motion to dismiss claims for neglgence and breach of fiduciary duty concerming the duty of care. In November 2015, the Company, topether with
other institutionsl investors, filed a complamt in New York State Supreme court, captionad  Fived' fncome Shares: Sevies M, of al, v. Citibenrk
N.A. . asserting claims relating 1o the PSA musts, In February 2006, Cinbank filed a mouion to dismiss the state count complaant. In Auguest 2016,
plamnifs filed an amended complant i state court, and i September 2006, Cinbank filed a motion to dismss the omended complaimt and
plaimiiils filed in federal court a motion for class cermification. ln Apnl 2017, Ciubank filed a motion for summary judgment in the federal court
action, In June 2017, the state court issued o decisaion regarding defendants” motion to dismiss the amended complaint: (1) sustaiming plaintffs”
breach of contract claims concerming Citibank’s pre-Event of Default obligations; (i) dismissing plaineiffz” breach of contract claims conceming
Citibank’s post-Event of Default obhgations: (m) sustmming plaintiffs’ imphed covenant of good farth and fair dealing claim: {iv) desrmssing
plainnils” clain for breach of Rdeciary dury; and {v) dismissing plaintiffs’ claim for breach of duty to avoid conflicts of interest. In July 2017,
Citibank filed an appeal to the Appellate Divisson of the Supreme Court of New York, First Departisent, from the June 2017 decision denymg, in
par, its motion 10 dismiss. In January 2018, the First Depanment: (1) affirmed the trial coart’s ruling upholding the breach of contract claim based
on the trustee’s fiilure to grve wrtten nobice of breaches of representations and warranties; and (1) reversed the wal count’s order that sustained
plainnffs” breach of contract and implied covenant of good faith and fair dealing claims concerming servicing violations.

PHCA er ol v, Derisebe Bank, ef al.

In April 2015, defendonts filed 0 motion to dismess the amended complaint. In Jumeary 2006, the court ssued a decision mvolving Deutsche
Bank"s motion to dismiss: (1) with respect to the PSA trusts, pranting the motion and declining 1o exercise supplemental junsdiction; and (i1} with
respect 10 the Indenture trusts, granting leave for plainnff 1o file an amended complaint
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In February 2006, the Company, together wilth other instiutional mvestor plainil¥s, filed an amended complami in federal court. In March 2016,
the Company, together with other mstiunomal investors, filed a complaim i Californin State Supenor court, captioned  Mlack ook Balunced
Coaprital Povifalio §fF 0, o al. v, Demscie Bank Tross Company Americas | asserting claims relating o the PSA trusis. In May 2006, the Company,
together with esher instrhetional investors, filed an amended class action complaint in California State Superior court. In July 2006, defendant filed
a merion e dismass the amended federa] count complame. In August 2016, defendamt filed a demurrer and monon 1o strke the amended state court
class action complail. In Oclober 2016, the cour issued a decsion regarding defendants moten 0 dismiss: (1) sedaiing plamnlTs” breach of
contract chims concermng the trust at issue; (0} dismissing plamnffs’ ton claims for breach of fiduciary daty; and (i) dismissing plainuifs”
eloims of breach of duty to avond conflicts of mterest. The court granted planatiffs” beave to file an amended complaine, In January 2017, the federal
court issued a deciston invalving Deutsche Bank's motion 1o dismiss: (1) granting the motion with respect 1o plaintffs conflicts of interest claims:
and (1) denving the matton with respect to plainnffs” represemations-and-worranties clams, servicer-notification claims, event-of-defalt claims
and Trust Indenture Act claims. In February 2007, the court issued a decision reganding defendants’ motion to dismiss the amended complaint: (i)
sustmming plantilT’ breach of contract claims concernmg the failure to remedy known servicing violations as to all sixty=two trusts at ssue, (n)
sustaining plantils” breach of coniract claims concering the failure to enforce seller representation and warranty claims as to foriy-one trusis,
and dismissing such claims as 1o the remaining twenty-one mests; (i) dismissing plaintiffs” claim for breach of fiduciary duty; and (iv) dismissing
plaimtiffs" clamm for breach of duty to avord conflicts of mterest. In Jenuary 2018, plambffs filed mations for cluss cernfication m the state and
Federu] cour actions.

PICA et il v HERC, et al.

In January 2015, defendants filed a motion o dismuss the amended complamd. In June 2015, the coont granted mopart, and denaed m pan,
defendants” motion to dismriss the complaint for failure 1o state a claim and granted leave to file an amended complaine. In July 2005, plaintiffs
filed an amended complamnt. In January 2007, plaintiffs filed a motion seeking class cerificasion and appointing class representatives and class
counsel. In February 2003, the count denied plunuils" motion for class cemification.

PO eral v LS Bank M AL

In February 2005, defendams filed a motion 1o dismass the amended complaimt. In May 2015, the count granted defendants” motion o
digmies; (1) declining to exercise supplemental jursdiction reparding claims imvalving the PSA truses; and (i7) pranting beave for plabintiffs 1o Gle an
amended complaint asserting direct clamms involving the Indenture nsts. In June 2013, the Company, together with other instiutional investors,
filad a complaint in Mew York State Supreme court, captioned  BlackRock Balanced Capital Portflio (FIy, eral v UK Bank Nat T Ass'n |
asserting cluims relating 1o the PSA trusts. In July 2005, plaimnits filed with the coun an amended complunt asserting direct claims relating 1o the
Indenture trusts. ln August 2005, defendant filed a motion w disnss the amended class action conmplamt in the federal court action, In September
201 5, defendant filed a motion 1o dismiss the class action complaint in the state count action. In February 2006, the federn| district court 1ssued a
decision involving L5, Bank's motion o dismiss: (i) upholding the breach of conmract and Truse Indenture Act claims; and (i) dismissing the
breach of Gduciary duty and extra-contractual clanms. In September 2016, the Company together with other mstiutional mvestor plamtitts filed an
amended complant in state coun. In October 2006, ULS, Bank filed a motion 10 dismess the amended state coun complaint, In November 2016,
plamiifs filed in federal court motions seekmg class cernfication and appoimting class representatives and class counsel, In Janwary 2015, the state
court issued a decision on LS, Bank's motion to dismiss the pmended complune: (i) upholding the representation and warranty breach of contract
clnimes for all 770 trusts: (1) upholding the breach of contract claims related 1o servicer violations for 77 trusts; and (in) dismissing the breach of
fiduciary duty. negligence, aml implied covenant of good faith and fair dealing claims, In January 2018, the coun denied plaimiffs’ motion for
class certificanon in the federal court action.

PHCA er ol v, Wells Fargo Hank, o1 al,

In Apnl 2005, defendants filed o motion o dismass the amended complaimt. In Jowary 2006, the couwrt ssued a decision mvolving Wells
Fasgo™s motion to dismisss (i) with respect 1o the PSA trusts, granting the motion and declining to exercise supplemental junisdicrion; and (il with
respect o the Indenture trusts, granting leave for plainnffs to file an amended complning. In February 2006, the Company, together with other
instiutional investor plaintffs, filed an amended complaim in federal coun. In March 2016, the Company, together with other institational
investors, filed o complain i Californim Siate Supenor court, captivned  BlackBook Salanced Capisal Porfelio (11, er al, v Wells Fargo Bank,
Nt T Ass'n , asserting claims relating to the PSA trusis. [n May 2016, defendant Niled a motion 1o disimiss or o stay the state court action. In July
2016, defendamt filed a motion 1o dismiss the amended complamt filed previously in federal court. In October 2016, the count desmissed the state
court complaint. In December 2016, the Company, weether with other instiunonal mvestors, filed a complaimt in New York State Court,
capianed  HlackReock Cove Boad Portfilto, et al. v. Wells Fargo Rank, Nar§ Ass'n.,  asserting elpims related to the PSA trusts, In March 2017,
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the federal coun ssued an order concerning defendant’s motion 1o dismiss as to the Indenture trusts: (i) sustaining plamiiffs” breach of contract
clasms; plamnlTs’ claims for veolatons of the Trust Indenture Act of 1939, and plainniTs’ clums for breach of the duty 10 avoid conflicts of
interest; and (i) dismissing pluntiffs’ claims for breach of fiduciary duty as duplicative of the sustnined condract claims. In May 20017, Wells
Fargo filed a third-party complaint for contnbution against PGIM, Inc., alleging that, in the event the Prudential plaina it Funds prevail on their
claims for domages agaimst Wells Fargo, PGIM must contibute to the award due to PGIM's alleged breach of fiduciary duties owed to the Funds
in managing the Funds” RMBS investments. In June 2017, Wells Fargo filed & motion 1o dismiss the complamt in New York Stane Coun. ln
Ogtober 2017, PGIM filed a motion 1o dismiss the third-party complami filed by Wells Fargo seeking contnbution. In Jansary 2008, plantiffs filed
a motion for class cerification i the federal court sction,

LIBCMR Litigation

Fraelenttal fnvesnment Portfolioe 2, Pl Dvden Core fovesiment Fumd, ol Prcdenial Cove Skhort=Term Bond Fend and Pradensiol Core
Taxahle Mowey Marker Fund v, Bawk of America Corporation, of al,

In Moy 2004, Prudential Investment Portfolios 2, on behalf of the Prudential Core Shon-Term Bond Fund and the Prudential Core Taxahle
Money Markei Fund {the “Funds"), filed an action against ten banks m the United States Disinict Court for the District of New lersey asseriing that
the banks pamicipated m the setting of LIBOR, a major benchmark interest rate, The complaint alleges that the defendam banks manipulaied
LIBOR, and asserts, nmong other things, claims for common low fraud, negligent misrepresentation, breach of contract, itentional interference
with contract and with prospective economic relations, unjust enrichment, breaches of the Mew Jersey Civil RICO stanite, and violanons of the
Sherman Act. In June 2014, the United Stotes Judicial Panel on Multdistrics Litigation transferred the action to the United Stotes district court for
the Southern Disrict of New York, where it has been consolidated for pre-irial purposes with other pending LIBOR-related actions. In Ociober
2014, the Funds filed an amended complame. In Movember 2004, the defendants filed a motion to dismss the amended complaing. In August 2015,
the court issued a decision grantimg in part, and denving m pan, defendants’ motions o dismiss. The court dismissed certain of the Funds® clamms,
ngluding those allegmg frond based on offening matenal statements; New Jersey RICO; and express breach of contract. The court upheld certain
of the Funds® claims, including those alleging fraud based on false LIBOR submissions to the British Bankers' Association; negligent
masrepresentation; unjust ennchment: and breach of the imphed covenant of good faith and fr dealing. Following the August 2015 decision,
wranting in pan defendants’ motions 1o dismiss, in September 2015, Prudential filed the following LIBOR complaines: (i) in the Sowthern Dismct
of New York, captioned  Prudessial Investment Portfolios 2 e al. v, Bareloys Bagk PLC, er ol (the “New York Complunt™), naming as
defiendanis Barclays Bank PLC, Basclays Capial Inc, Barclays PLC, Cinbank, N.A_ | Citngroup Funding Inc., Credit Suisse AG, Credit Suisse
Group AG, Credn Sursse (USA) Inc., Dewtsche Bank AG, HSBC Bank ple. HSBC Holdings PLC. JPMorgan Chase & Co.. JPMorgan Chose
Bank, M_A., Roval Bank of Canada, and The Roval Bank of Scotland PLC. These defendants were dismissed from the oniginal LIBOR action an
Junisdictional groamds. The Mew York complamt reasserts the causes of nction brought in the onginal LIBOR action: and (n) i the Western
dismmict of Morth Caroling, coptioned Prodenial fevestoenr Povglolios 2 er al. v. Bank of America Covporatten of af . (the "Nomh Carolina
Complamt”y, naming as defendints Bank of Amenca Corporsteon and Bank of Amenica, NA, These defendunts were dismissed from the ongenal
LIBOR sciton on junsdictional proumds. The Morth Caroling Complant reassens the causes of acnon brought m the ongmal LIBOR acuon. Both
the New York Complamt ansd the Nosth Caroling Complamt have been transferred for prestral purposes o the LIBOR muli-distnct lingaton
presided over by Judge Buchwald in the U S, District Coun for the Southern District of New York. In May 2006, the Second Cirenit Count of
Appeals vacated the districe court’s dismissal of the Libor pluntiffs” antitrust clamms and remanded to the distnict court the gquestion of whether
plamiiifs possess standing as "efficient enforcers™ of applicable antitrus: laws. In July 2016, defendanis filed a joini motion to dismiss all antitrust
clarms based on lack of standimyg and lack of personal junsdiction. In December 2016, the motion was granted i part ond denied 0 part. In January
2017, the United States Supreme Court denied defemlants” petition for certoran. In February 2007, the court clanfied its December 2006 onder,
haldhing that antitrust clioms only exist agmnst panel bunks, not ther affilistes, This clanfication resulted 1n the Funds’ New Jersey antitrust clinms
beinp dismissed for lack of personal junisdiction. The Funds antitrust claims in the New York and North Carolina actions remain pending. In July
2417, the Funds obtained an entry of judgment on the Mew Jersey antitrust claims dismissed on personal jurisdiction grounds, In July 2017, the
Tunds filed with the Second Crrcuit Court an appeal from the dismissal of their New Jersey anti-trust claims.

Regulatory Matters
Freheamrent Audit and Claims Selemens Pracifees Marker Condvcr Feam

In Jannary 2002, a Global Resolution Agreement entered imio by the Company and a third-party auditor became effective wpon its
acceptance by the unclnimed property departments of 20 states and junisdsetions, Under the terms of the Global Resolution Agresment, the
third-party auditor acting en behalf of the signatory states will compare expanded matching criteria 1o the SSMDF
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1o idemtify deceased insureds and contractholders where a valid claim has not been made. In February 2012, a Regulatory Setilement Agreement
entered it by the Company to resolve a multi-state market conduct examination regarding its adherence 1o state claim senlement practices
became effective upon its acceptance by the insurance deparments of 20 states and junsdictions. The Regulatory Settlement Agreement applies
prospectively wmd requires the Company o adopt s implement additional procedures comparng s records to the SSMOF o identfy unclamied
death benefits and prescnbes procedures for identifying and locating beneficiaries once deaths are idemiificd. Substantially all other junsdictions
that are fiot signataries to the Global Resolution Agreemeit of the Regulstory Settlement Agresment have entered imvlo similar agpreements with the
Company. Durmg 2017, audits were satisfactonly completed by the third party suditor of the Global Resolwtion Agreement and by the regulators
fior the Regulstory Settlement Agreement 1o assure thit the Company had complied with e wemms of both agreements.

The Mew York Amomey General hos subpoenacd the Company, along wath other companies, regarding its unclamed property procedures
and may ultimately seek remedintion and other relief, meluding damages. Additionnlly, the New York Office of Unclaimed Funds is conducting an
audit of the Company’s compliance with New York™s unclaimed property laws,

Securittes Lemding Matter

In 201 &, the Company self-reported o the SEC and the DOL. and potified other regulators, that in some cases 1t fuled to maximze secunities
lending ncome for the benefit of cenain separate account imvestments due to a long-standing restriction benefinng the Company that limited the
availability of loanable secunnes, The Company has removed the restriction and substamially implemented a remedintion plan for the benefit of
customers. The Company is cooperating with regmlators in their review of this matter (which includes a review of the remedistion plan) and has
entered mto discussions with the SEC stafl regarding a possible senlement thar would potennally snvolve charges under the Invesiment Advisers
Act and fimancisl remedies. We cannot predict the ouicome of these discusseons.

Summary

The Company’s litigation and regulatory matters are subject 10 many uncertainties, and piven their complexity and scope, their owcome
canned be predicied. It is possible that the Company's results of operations or cash Aow m a paricular gquanedy or annual penod could be
matenially affected by an uliimate unfavorable resoluton of pending lingation and regulatory matters depending, in part, upon the resalts of
operations of cadh fow for such period. Tin light of the wipredictability of the Company’s Lngatean and regulatory matters, it i aleo possibile that in
ceraim cases an ultimate unfavorable resolumon of one or more pending lingation or regulatory matters coubd have a material adverse effect on the
Company's fnancial position, Manmement bebeves, however, that, based on infornmtion cumently known 1o 9t the ultimate outcome of all
pending linganon and regulatery matters, after consideration of applicable reserves and nights 10 indemmification, is not likely © have a matenal
adverse effect on the Company™s financial position
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The unaudited quarterly results of operations for the vears ended December 31, 2017 and 2016 are summanzed in the table below:

7

Total revenues

Total benefits and expenses

Met ingoms {loss)

Less: Income attmibutable to noncontrelling interests

Met income {loss) atributable to Prudential Financial. Inc.

Basic earnings per share—Common Stocki1):

Met income {loss) attributable to Prudential Financial, Ine,

Diluted earnings per share—Common Stocki1):

Met income {loss) sttributable to Pradential Financial, Inc.

006

Total revenues

Total benefits and expenses

Met income (loss)

Less: Income artributable i noncontrolling mterests

Met income {loss) anribumble to Prudential Financial, Inc.

Basic earnings per share—Comman Stocki 1)

Met incomse (loss) aribuinble o Prodential Financial, Ine,

Diluted earnings per share—Common Stock(1):
Met income {los) mtnbutable to Prudental Finanel, Ine

(0 9 iy B et alimi

Thiee Months Endod

March 31 Juns 30 Sepitembsrr M Dexenibr 31
i millings, excepl per share smoenis)
5 13670 £ 13441 % 16,313 i 16,265
11,928 12,833 13,202 15,149
1372 496 2. ER. T
3 5 3 100
5 1,360 L] 49 % 3338 £ 3,768
5 305 113§ 519 % 578
$ 308 5 111 § 509 5 H.61
5 14329 5§ 14430 3 1691 § 13,050
12,597 13,098 14,646 12,733
1,364 9258 1,832 203
33 4 5 a9
5 1,336 3 21 3 1,527 % 254
5 297 8§ 06 5 414 & 065
5 293 5§ 2 5 407 § .65

fiw ey mol i g (e Tl year mmounis dee iy e sversging of shiles

Regulis for the second quarter of 2016 included total pre-tnx ot of period adjustments resulting in an aggregate decrease of 153 million
which primanly consisted of a charpge of 5148 mullien to increase reserves, net of a related increase i DAC, for certain universal hife produces
within the Individual Life business. Management evaluated the adjustments and concluded they were not material 1o the second quaster or 1o any

previoushy reported quarterly or annual fmancial statemends.
25 SUBSEQUENT EVENTS

Commaon Stock Dividend Declaration

On February 7, 2008, Prudential Financinl's Board of Directors declared a cash dividend of 5090 per share of Common Stock, payable on

March 15, 2018 1o chareholders of record as of Februry 21, 2008,
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Summary of Investments (iher Than Investovents in Related Partics
As ol December 31, 2007
{in millions)

Amim|
Amortiend Cost or Fair Shown in the
Twpe af Investment Casti1) Value Balamce Sheet
Faned maturities, avalable-for-sale:
Bonds:
LIS, Treasury secunities and obbgations of U.S. government suthones and
APENCIEs 3 22,837 5 26,038 5§ 20,138
Obligations of LS, sites and their political subdivisions 9 i 10,471 13471
Foreign povemments BB, 062 103,419 103 419
Asset-backed securics 11,965 12,233 12,233
Resadential mongage-backed secunties 3,491 3645 3645
Commercial mongage-backed secunities 13,134 13,281 13,281
Public utslines 26,169 28,723 28,723
Certificares of deposil 30 k| ]|
All other corporate bonds 136,805 148,250 148,250
Redeemable preferred stock 526 589 589
Total fixed maturitics, available-for-sale 5 312,385 $ 336780 % 344, TEO
Fixed maturities, held-to-mamurity:
Bonds:
Foreign govermiments 5 865 5 1,130 35 RS
Residential mortpage-backed securities A4 478 446
Commercial mompage-backed securities i} i} 0
All arther comporaie bonds 738 822 T8
Tortal fixed manirities, held-to-marunity 5 2049 3 2430 5 2,049
Exquity secunies:
Common Stocks:
Public unlities 5 a3 £ 17 = 17
Banks, rust and insurance companies [ l7] 1.428 1 428
Indusirial, miscellaneous and other 3109 4,612 4612
Nonredeemable preferred siocks 16 17 17
Total equity securities, availuble-for-sale ] 4,147 % 6174 S 6,174
Trading account assers supporting insurance lmbilines(2)(3) 5 3047 5 23,007
Other tradhing account assets(2) 5,752 5752
Commiercinl mosigape and other loans(4) 56,045 56,045
Palscy lomins 11,891 11,891
Short=term investmenis 6,778 6,775
Other long-term myvesiments 12,308 12,308
Total investmenis 5 433,449 5 469,571

111 Oomginad et ol expuities sedieed by snpusimen) and, oo (ed mateies, of sl cou rediead by sepaymsens and sparments and sdjosted for amoncseion of prensism e
sccretion i discounts,

E21A T value.

03] B Mot 1w e G liiasind F | & B g conmpassiBion o By Compainy s “Tesdhing amsgls nagy [mabrlinges, 81 G vabes,”

{41 Al cormamg vabse, nel ol allowance for losses. Inclodes commmercial mantpape and agnculaml propercties loans snd other collmioralized loans of 555 87 mifhon amed
uncollsteralised loans of $45% mlbon
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Condensed Statements of Financinl Positions as of December 31, 2007 and 2006
{in millions)
3017 roig

ASSETS
Investment comracts from sabuidinnes 5 - | 1
limed mstontics, availsble or sale, at o value (amortized oost: 2007 $1,208; 2006 %1, 1055 1,350 1071
ther myvestments R 3215

Tosal imvestmenes 14580 4 38T
Cash and cash er.ll'f’ﬂk‘.\ (R LG
Ihic from vabadianes 1.500 15836
Louns recervate from subsidinnes. TR G719
Investment 1 sabadianes [t a2
Proyperty, plant and equipment '] 359
bt gt S62 Nk

TOTAL ASSETS §  TEAM 5 &3
LIABILITIES AND EQUITY
LIABILITIES
ae o subsedisnics % IwE 5 288
1 vwns payabile 1o ashsadisnes 5 TIR 495
Shop-demi et fa] 35
1 omg-tenm det 12,308 1335y
Incoame taxes payable L1 [
ket lishilites T2 fadds

Tookal liskalities DULKSS 11 Ae0
EQUITY
Irforred Stock (5000 par value 10K (K share s mthorieod . none issual) P 8
Commom Siock (% 81 par vahae; | S080, (0K (MR} shores ssshonoed; Gidl, 11359 shares issoed as ol boib Docember 35, 2007 mnd 2006)

L] ]

Addidtiona] pasd-im capital 24,769 40606
Cornnscn S1ock el m ey, ol eosl (237 580,118 amd 230,537, 160 shares s o Dogembay 31, 2007 and 2006, mepoctniy i (16 2R (153063
Aeamilabal ol sousprobenn inemme (hna) 1707 14531
Hetmmed curnings IR L0 I1.ME

Total equiry 400 AR RS

TETAL LIARILITIES ANDEGLITY §  TRYM 5 @AN

See Motes fo Comelersed Finenclad Infivaton of Regliran
it
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Condensed Statements of Operations for the Years Ended December 31, 2007, 2006 and 2015
{im millions)

11 I T S 1T
REVENUES
Met investment income < 92 5 ) -1 19
Realized investment gains (losses), net {73) {126} (98)
AfMbated oeres) revenue 379 353 353
Other imcone (boss) {70) {3 28
Total revemes il 286 30z
EXPENSES
Geenernl and admimistrative expenses 126 101 170
Initerest cxpense 1,057 1,106 1,050
Total expenses 1,183 1,207 1,250
INCOME (LOSS) BEFORE INCOME TAXES AND EQUITY IN EARNINGS OF SUBSIDIARIES {E6d) (921} (A8}
Total income tox expense {benefit) {107) {3208 (396)
INCOME (LOSS) BEFORE EQUITY IS EARNINGS OF SUBSIDIARIES (467) (601) (552)
Equity in earmings of subsufianes £330 4,969 6,194
NET INCOME (LOSS) 5 7863 5 4368 5 3602
(rher Comprehensive Income (loss) 2453 2336 {3,765)
TOTAL COMPREHENSIVE INCOME (LOSS) $ 10316 § 6704 5 1877

See Mowes fo Conelernsed Finonclol Infivanaiton of Reglira
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Condensed Statements of Cash Flows for the Years Ended December 31, 2007, 2006 and 2005

CARH FLOWS FROM OFERATING ACTIVITIES
Ml g B
Adgusimenis i reconcile net meome 1o cash pervided by apersting sctivitics:
Fopaty m carnings of subsidsancs
Teulionnd mvestmend (gmins) lomses, ned
Thvidemls roccived fom silnidiaries
Property, plant md equipeent
Chazge in
Dhiss disFroom sulrsidiarses, ol
b, operamngp i)
Cash Movws from jused in) opornting sctivities 1)
CASH FLOVWE FROAM INVESTING AMCTIVITIES
Iroceals from ihe salemuisnny of
Fixed matumstics, availahleforsale
Khorl-torm imesimenis
Tavamenis for the puaches: of
Fized masurstics, availahle for selo
Hhat -t mvesimmenis
Clapital conintltiion 1o subshliarics
Toemarme of capitall contribuboss from subsadisnes
Limans s ssbsidianies, nel o mawitics
(e, imvesting
Casl flews from (used in) Investing sctivizies
CARH FLOWS FROM FINANCING ACTIVITIES
Canh diviilesubs paid om Common Sk
Unmmom Sinck scquired
Commen Siock rotssied for evenose of slock apiions
Praswnbs from (he issisanes of debi fmatiritios hger taan ™0 idiysp
Ttepaymenis of debi {nmturitics longer thas W0 days)
Teepaymenis of I from sub=idisnics
V'roconks from losms peyablo in subsidarics
Ml changs in Fnansiig mvmpemenls {matuirlics o 50 diys of lessl
Faves tan benels (om surs-hasl pavme: anangemess
Uiy, fimancing i}
Cash flews from (used in) Rinascing activities( 1}
NET INCREASE iDECREASE) I CASH ANDCASH EQUIVALENTS
CASH ANDOCASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION
Ussh paridd during the perwod for inlerest
LUy paid frefunds recevwald) duning the penod i axes

NON-CASH TRANSACTIONS DURING THE YEAR

Mon-cash capstal doninbitions 1 subsidurics

Mos-rash drvsdends et of capaia] from subsadimes

Treasury Stock sbares issned for shock-hesed compessation programs

{im millions)

207 201E a1

4 THAS £ d4a 5 Sl

{8,330 {4,y {6, R4}
n 1% wa
1975 TAIR 4 557
iy [LES 519

213 (R0 14933

i |41} Jiwd [RERY]

i (2565 2em

Tan n ]
15,978 17518 13,700
(L] 1106} L]
{14,087} [ N 17 Ty
1,135) (2.008) (2345}
1.5 2755 T5
11127} {396} 056
| | 244
[FALUT iS00 538
1129 [URIE (LHITy
il.25m [RALEH] (166841
v 43t Pt
T2 L[} 1133
(L] (LR LY (Ll
[RI{1]] (Rl [ILLEk4]
1627 b0 1316
L 14 Y
(1] I 3
(68} i L]
iH0S) [EERIT 12481
S 12320 Ta5
100 437 662
5 I685 5 LIG  § 9437

5 w5 L2 5 1
5 @21 5 54 5 46

5 (I & 138§ 1433
3 5 4142 5 1335
5 [11 22 1ns 5 (1]

1] Prios period smounts e proscsial on @ hesis conssiont sith cumenl period proscattion, sedloctang the adoption of ASTT 2006-00. 5o Note 2 0 the Conailstatod Financal

Stalements for pddilsomal mivrmation.

Sew Notes io Comdensed Finameial Infovmarion of Registrant
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PRUDENTIAL FINANCIAL, INC.
Schedule 11
Condensed Financinl Information of Registrani
Notes to Condensed Finnncial Information of Registrant

1. ORGANIZATION AND PRESENTATION

Predennial Financial, Inc. (“Prudential Financial™) was incompormed on December 28, 1999, as a wholly-owned subsidiary of The Prudennal
linsurance Company of Amersca (“Prodennal lnsurance™], On December 18, 2001, Prudential Inwrance converted fom & mutuil hife insirance
company 1o a stock life insurance company and became an mdirect, wholly-owned subsidiary of Pradential Financaal.

The condensed finoncml statements of Prudentml Financm) reflect s direct whollv-owmed subsidianes usang the equiy method of
accounting

Certain amounts in prior vears have been reclassified to conform to the current year presentatson,
L OTHER INVESTMENTS

Prudennal Financial's other investments as of December 31, 2007 and 20016 consisted promanly of highly lguid debt investments and
nisrcompany enterprse guidity account funds.

EN DEBT

A summary of Prudential Financial®s short- and long-term debt is as follows:

Decembier 81,
Suturity T
o Dates _ Ral) 2017 ot
% im millinnsp
Shon-term debi;
Commercial papen{2) £ 50 S &5
Current portion of long-term debt £30 470
Total shom-term debt % 550 5 535
Long-term debt:
Fixed rate senior notes 2009-204%9 235%-738% § 8709 S5 9,004
Floanng rate senior noles 2020 3.46%%-549% 29 508
Jumior subordinated notes 2M2-2068  4.50905-5.88% 6566 5817
Total long-1erm dels 5 15304 S 15,389

{1} Rapges of miorest mibes are for e vear endied. Decomber %1, 2007
i3] The weighiod avemge ivcrest rabe on outstmbng commeeal prperwas 1 15% sl 06% o1 Deocmber 31, 2017 amd 3016, pogpectively
Lang-term Debs
In order to modify exposure to interest rate movements, Prudential Financial uithzes derivative instruments, primanly imterest rate swaps, in
conpunction with sorme of its debt issues, The mpact of these denvanve istraments are oot reflected m the rates presented in the wable above, For

those denvatives that qualify for hedge sccounting treatment, interest expense increased by 51 million, $2 million, and 53 million for each of the
yers ended December 31, 2007, 2016 and 2005, respectively,

Schedile of Long-rerm Debi Manwities

The folbowimg table presents Prudential Financial's contractual matrities for long-term debt as of December 31, 2007

Cal Yeur
XY and
0w b Py Fi | 0L Ehereafter Total
% |\ millioms )
Long-term debt £ 1100 8 L179 5§ 400 S 0 5 12625 0§ 1530

ild
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4. DIVIDENDS AND RETURNS OF CAPITAL
For the vears ended Decemnber 31, Prudential Financial received cash dividends andor retums of capital from the following comparnies:

il b pi I [ pil k]
iin millions)

Pruco Reinsumance % a % 129 3 0
Prudential Annuities Hobding Company 145 Uy 102
Inemational Insurance and Investments Holding Companics S0 1.171 1818
Prudential Insurance Company of America 1,000 WK 1.950
Prugdential Investment Management 467 746 266
Prudential Annuities Life Assurance Corporation L1 ] 1,140 450
Otlver Holding Compantes 16 231 46

Total $ 3124 % 5584 5 4632

5 COMMITMENTS AND GUARANTEES

Prudentinl Financial has isseed o subordinated gunrantee covering a subsidiary s domestic commercial paper program. As of Decernber 31,
2007, there was $500 million outstanding under this commercial paper program

Prudennal Financial has provided guaramtees of the payment of principal and interest on imtercompany loans between affiliaes, As of
December 31, 2007, Prudenbal Financal hod wssued gusrantees of outstandimg leans totaling 539 Wilkon between International Insurance
subsadiaries and other affiliates.

In 2013, Prudential Financeal entered into o 3500 million mdemnity and puarantee agreement with Wells Fargo Bank Northwest, NAL
Uindler thus agreement, Prodential Foancial gunranteed obligations with respect io an alfilived loan from PICA 10 an allilisie, The loan procesds
wiere utilized to construct Prudential's new home office in Mewark, New Jersey,

Prudentinl Financial is also subject o mther financial guorantees, net worth masntenance agreements and indemnity amangements, including
those made in the normal course of businesses guarnnteeing the performance of, or representations made by, Prudental Financial subsidianies.
Priglential Financial has provided indemnities and guaraitees relited to acquesitions and disposibons, mvestments, debt 1ssuinces and other
transactions, including those provided as parnt of its ongoing operations thay are tggered by, among other things, breaches of representations,
wamranties or covenants provided by Prodential Frnancial or s subsidianes. These obhgations are typically subpect to vanous time hmitations,
defined by the contract or by operstion of law, such us statutes of hmitaton. In seme cases, the maximum polental obligation s subject to
contractunl limitations, while in other coses such limitations are not specified or applicable, Since certain of these obligations are not subject (o
limitations, it is not possible to determine the maxinum potential amount due under these guaraniees. At December 31, 2017, Predential Financial
Ieas mor acerued linbilities associated with other financial guarantees and indemnity armngements

[ REDEMPTION OF CLASS B SHARES

From demutualzation through December 31, 2004, Prudential Financial had two classes of common stock outstandng, The Common Stock,
which is publicly-traded (NYSE:FRLUY), reflected the perfonmance of the Financial Services Businesses, while the Class B Stock, which wis issued
through a private placement and did not rade on any exchange, reflected the performance of the Closed Block Business.

O January 2, 2005, pursuan 1o a Share Repurchase Prodential Agreement entered into on December 1, 2004, between the Company and
the holders of the Class B siock, the Company repurchased and canceled all of the shares of the Class B Stock for an aggregate cash purchase pnce
af $651 million, resuling in the elimination of the Class B siock held in treasury, o 2484 million decrease in "Retained Earnings™ and a §167
million decrease im “Addinonnl paid-in-capal ™

In nceordance with the termms of the Share Repurchase agreement. the holders of the Class B Stock subsequently exercised their nght o
dispute the calculation of the purchase price. This dispute was resolved during the first quarmer of 2006, resulting i an increase o the cash
purchase prce of $119 mallicn, bringing the total aggregate purchase price to $770 million. The merease to the cash purchase price resulted in a
comespondimg decrease in “Retained Eamings.”
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PRUDENTIAL FINANCIAL, INC.
Schedule 111
Supplementary Inscance lnformation
As of and for the Year Ended December 31, 2017
{im millions)
Fwturr Hicmrfit,
Fatics Frominme, . lmian,
Fefrrrnd Fenefitn, i Py [
fawsen, Fubicy € inkams Charges Nt = inher
Acyubskiiom s, 1 wrarned aml Hemerilt mndl Faw Imarsdmrmi Sertilrmarn Ammridratiom {prratmy
Segmenl L _ Vajwmes Frrmisinis Havahie Enrame A oo [ e af BAL [y
Individual Amowities ¢ 5300 s 107 0§ 00 S ESM s 2808 0§ TS ME 5 0 s LM
Indisidual Life 5,405 13,649 [ 15 544 1377 1,433 2774 382 1
L5 Individual
Salutions
Diivisbon 1515 24440 1] 4435 5082 P17 3.142 s 36T
Retirement 146 0330 (] 49,269 8517 4536 1476 16 1,051
Gireup Insurance 12 4,688 24 5963 4748 630 4347 14 KST
(I “’ﬁrkph-:r.-
Sahltl_mt
Division 308 64,015 22 58,252 13,265 5. | 15,923 M) 1 B88
Invesiment
hlwingemen; 0 0 o i i 170 I 1l 2330
Investment
Managensnt
Division L] il [ il il 1 TiN 1] 11 28
Iniemational Insurmees oy 114437 T4 50,483 L 1) 5405 14,004 e 2,53
International
Insurance
Dirvestan H.214 114,437 4 Sl 483 18,19} 50015 1 G 1,134 TR
prw_uunﬂﬂhh
Orperations (364} 5,240 0 9 331 8 679 (18} B85
Toal PFI
exchuding Closed
Heck Division 15693 20k, 141 I 143,179 34 868 13,782 34,348 1,543 11,530
Chosed Mook D 200 48570 [ 11,421 2594 2683 £350 it 43
Totzl § O IEAU2 % 24TOI1 % K % ISEA0 % AT % (6435 S TIT S IS0 S 10018
6
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PRUDENTIAL FINANCIAL, INC.
Schedule 111
Supplementiry lnsirance laformalion
As of and for the Year Ended December 31, 20016
{in millions)
Fatuire Beniifiis,
Palicy Vi, IS -
Mederend Mesmetiis, dither Pallcy Paliey [
Pallics D, A Ralms sl Ehargrs St adl Enher
Argebdrig Cladms N msarncd Hemeflis wdied B eximical Seitbeimcnl Amiortiiatien al Thperaling
1 Regimcnl i hnm P b mﬂi bt lssuime e i Eim [IETS I.m
Individual Annimties - ¢y s W31 0 0§ #8001 % 171 0§ a5 &M w5 L
Individual 1ife L1 124187 0 25,021 2941 LELS 1414 216 1929
U4, Individmd
Sodubsons
Bintsion(}) i, 150 23,368 0 33,803 5603 1514 4038 578 3,67
Relremenl 133 A il 44,70 THIE 4275 958 124 [IEY}
Loy e 175 4710 el Py 4640 10 402 6 e
1% Warkplace
Huvlubsiomns
Liivsiem{ 1) i .37 2%) i IR } 3457 4 Hns 13,3610 130 [R5
levestment Management a o o o o 4 o 15 2005
Isvestmctl
M_ﬁl_ln:uﬁlh.‘rl
Thiviwiom| 1) a il il i in Hil ik |5 21.095
Imiematicnal nsamnce
7206 103 K53 77 A7 BEX 15813 4750 14,155 11465 2677
Tmtemmicmal
lesurance
Thyesiom 7.0 103,853 ™ A7 862 15813 #,759 14,155 1Lnes LaTT
Corpamic amd Other
e (3400} 4,738 i i1 Ik 3 61K (4%} 1,068
Tatal FFI
exchuhmg Closed
Hiock Ervisson i7.318 191,54 197 1401133 34350 2942 34001 I K40 11372
Chosed Block Drvasion 6 i W 10 2420 1578 §.387 " 4y
haial £ ITH6E 5 MOEI] 0§ W7 & 150006 % MEATD % 155§ M0AlR LATY § 1L.7M

{15 Priod pesiosd divissesal sithiolals afe jiesentol of a besis comastont wilh the Company™s sew orpasaealional sttictiene, Isbnadus] sepmesd reuslls and sonsibaled olads romain
umchamped. Sev Kote | i the Commolidaied Uinancial Statemenis for addbisonall infimmation
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PRUDENTIAL FINANCIAL, INC.
Schedule 111
Supplementary Insurance lnformation
As of and for the Yenr Ended December 31, 2015
(in millions)
Future Theariis,
Pulliry Frombsims, € L,
Ikeferind Bt s, iiker Paliey Libwsars
Pl Limses, Py Clalms Uhsiges Nl aml Ailect
Acguiitin i lairs, Vacarnal and Beaciits and Feo levestment Bedtirmicni Aot hewd bom ol Uprrating
e !M.-'-:H_ ! o i lJE _& h::hh Nt N Eﬂ LAY I"JE:I
Indvihal Annuslies ¢ gois % e S 0 5 AT® £ 28N £ SM £ 86 S M0 & 137
ledividual Life 1,381 10,102 0 21435 1944 1579 1961 13 1508
LS. Individieal
Solubons
Bt 9,7 208k 0 33143 5367 337 125 1,071 3368
Rctmemeni 113 51304 1835 4711 (TS A1 R iy 1034
Group Insirance 141 a8 20 5569 1468 ETa) 412 [ 837
1% Warkplace
Sodubons
Divivion{1) 104 56,004 1041 55 52 P1414 AGR3 11430 T 1571
Imvertment Managennd i it il i [} 1l [ ] 1074
Imvestmcni
Managenem
Divisicnll) i i 0 i i 11 i 19 176
s 6,554 91357 514 4358 14311 4383 11809 as1 2306
Imemmcmal
Imsursnce
Ik 6,344 91357 §74 41428 14.311 433 | RIFH T 1106
Corparnte and Other
b i {21y 4276 0 1 337 126 24 {6} 6
Fartnl FFI
exchidmg Closed
ek Doy 14,348 172.3% pYIE] 130 688 31534 12,176 065K 243 10477
Elsed Blosk Do at 2053 0 10,74 240t ] 5430 n 43§
Fokl $ MGTIE 5 S 5 6EE S 142362 5 3403 5 4EW 0§ 363IE 5 2120 5 (0§i2

{li  P'mor ponod divisonal sishiofals are preseméed on o basis consistenl weth the Uomgany's pew orpenisrhional sirscbere. Indivadim] sopment resilts and consolsdated Salals semam
imchamped. Sov Wote | i the Commalidaiod Fnancinl Statemenis. for sddisonall infimmation
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PRUDENTIAL FINANCIAL, INC.
Schedule 1V
Heinsurance
Far the Years Ended December 31, 2007, 2006 and 2015
(5 in millions)
Anvmmuoil Perevntags
Cleal Bu Trom ol Amowni
s Chibser Other St Assumied
A i Cnmpani Campank Amsunt o Nt
2017
Life Insurance Face Amount In Force § 3733997 0§ 767499 5 207083 S 3173561 ,5%
Premuums:
Lile Insurance 5 W0is 8 1761 8 LI 8§ 29379 T2%
Accident mnd Health Isumance 2.762 50 0 2,712 0.0
Fosal Premiums 5 L7975 18115 2105 S5 32,001 6.6%
200
Life Insurance Face Amount In Foree £ 3653306 S TO60S 1 28262 § 3163550 6. 9%%
Premiums:
Life Insuramce L1 2TRET & 1.719 5 2073 5 28210 T.3%
Accident and Health Insurance 2707 44 1] 2,753 (LR
Total Premmnms 5 BT 5 1,763 5 2073 5 ik 264 6, 7%
018
Life Insurance Face Amount In Force § 3457710 0§ 642525 5 235418 5 3050604 7.7%
Premiuma:
Life Insurance 5 25346 5 1573 § 2147 S 25 43 £.3%
Accident and Health Indurance 2650 40 1] 2601 1]
Toaal Premaums § 27096 % 1622 % a7 % 28,521 7.5%

] 1)
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Descriptien
2017
Allowance for losses on commercial

martgage and other leans
Yaluation allowance on deferred tax asset

201
Allewance for losses on commercial
maortgage and other leans

Yaluation allowance on deferred tax asset

2015
Allowance for losses on commercial

maortgage and other loans
Yaluation allowance on deferred tax asset

PRUDENTIAL FINANCIAL, INC.
Schedule v
Valuation and Qualifving Accounts
For the Years Ended December 31, 2017, 2006 and 2015
{im millions)
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1] Meprecenis nel redewse of sllowanoe for 1nsscs and charpe-offs, net of recovenes.

Addigions
Balance at Charped o EMect ol Balanor
Hergimning Casts smil Farvign al Emil
all Perid Exprmees Ohiher Dealusctinns Exchamge Hales ull Perind
5 (V4] 5 1] 5 o 5 o (1) 5 0 10
163 (24 ral 45 1 214
5 265 3 s 5 M 5 45 5 1 320
5 1z £ L] 5 o 5 T ily & 1 106
133 68 (1] 36 [LN] 163
5 245 b L] 5 () § 43 5 0 260
5 19 5 1] 5 a 5 T (1) 5 0 112
277 38 (1) 178 [N} 133
5 396 3 £ 5 (3) § 185 5 {1} 245
i
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2028 3 27 600,000,000 3.878% ( E) 2048 3 27
400,000,000 4.418% ( E)
2018 5 2 2018 1 8-K SEC

2018 5 8 5 8 8-K SEC
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2014 2037 12 31 15.315 15.315

2038 15 15

2013 2037 12 31 15
2.1

2014 2037 12 31
20.315 15.315 2038
20 15
2016
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(6) 29 14
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Report of Independent Registered Public Accounting Firm

Tothe Board of Directors and Sharehol ders of
Prudentia Financidl, Inc.:

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated statements of financial position of Prudential Financial, Inc. and its
subsidiaries (hereinafter referred to as “the Company”) as of December 31, 2017 and December 31, 2016, and the related
statements of operations, comprehensive income, equity and cash flows for each of the three years in the period ended
December 31, 2017, including the related notes and financial statement schedules listed in the index appearing under I1tem 15.2
(collectively referred to as the “consolidated financial statements’). We also have audited the Company's internal control over
financia reporting as of December 31, 2017, based on criteria established in Internal Control - Integrated Framework (2013)
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidatedfinancial statements referred to above present fairly, in al material respects, the financial
position of the Company as of December 31, 2017 and December 31, 2016, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2017 in conformity with accounting principles generally accepted
in the United States of America. Also in our opinion, the Company maintained, in al material respects, effective internal
control over financial reporting as of December 31, 2017, based on criteria established in Internal Control - Integrated
Framework (2013) issued by the COSO.

Change in Accounting Principle

As discussed in Note 2 to the consolidated financial statements, the Company changed the manner in which it accounts
for certain reinsurance costs in 2017.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included
in Management's Annual Report on Internal Control over Financial Reporting. Our responsibility is to express opinions on the
Company’s consolidated financial statements and on the Company's internal control over financial reporting based on our
audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States)
("PCAOB") and are required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement, whether due to error or fraud, and whether effective internal control over financia reporting was maintained in
all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of
internal control over financial reporting included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in
the circumstances. We believe that our audits provide areasonable basis for our opinions.
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Definition and Limitations of Internal Control over Financial Reporting

A company’s interna control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financia reporting includes those policies and
procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the

company are being made only in accordance with authorizations of management and directors of the company; and (iii)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changesin conditions, or that the degree of compliance with the policies or procedures may deteriorate.
/< PricewaterhouseCoopers LLP
New York, New York
February 16, 2018

We have served as the Company’s auditor since 1996, which includes periods before the Company became subject to
SEC reporting requirements.
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