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Forward-Looking Statements

Certain of the statements included in this Quarteeport on Form 10-Q, including but not limitedthmse in Management'’s Discussion
and Analysis of Financial Condition and Result©pkrations, constitute forward-looking statemerithiwthe meaning of the U.S. Private
Securities Litigation Reform Act of 1995. Words Buas “expects,” “believes,” “anticipates,” “incluglé “plans,” “assumes,” “estimates,”
“projects,” “intends,” “should,” “will,” “shall” or variations of such words are generally part oivénd-looking statements. Forward-looking
statements are made based on management’s cuxpaat&tions and beliefs concerning future develogimand their potential effects upon
Prudential Financial, Inc. and its subsidiariesefBhcan be no assurance that future developmdatgiafy Prudential Financial, Inc. and its
subsidiaries will be those anticipated by manageénidrese forward-looking statements are not a guieeaof future performance and involve
risks and uncertainties, and there are certain itapbfactors that could cause actual resultsfferdipossibly materially, from expectations or
estimates reflected in such forward-looking statetsi@ncluding, among others: (1) general economaxket and political conditions,
including the performance and fluctuations of fixadome, equity, real estate and other financiakets; (2) the availability and cost of
additional debt or equity capital or external fineng for our operations; (3) interest rate fluctoas or prolonged periods of low interest rates;
(4) the degree to which we choose not to hedgs,rimkthe potential ineffectiveness or insufficigioé hedging or risk management strategies
we do implement, with regard to variable annuitytiter product guarantees; (5) any inability toesscour credit facilities; (6) reestimates of
our reserves for future policy benefits and clai(@$;differences between actual experience reggnaiartality, longevity, morbidity,
persistency, surrender experience, interest ratemdket returns and the assumptions we use imgraur products, establishing liabilities and
reserves or for other purposes; (8) changes imssumptions related to deferred policy acquisitiosts, value of business acquired or
goodwill; (9) changes in assumptions for retiremetense; (10) changes in our financial strengttrexdit ratings; (11) statutory reserve
requirements associated with term and universaidi§urance policies under Regulation XXX and GlingeAXXX; (12) investment losses,
defaults and counterparty non-performance; (13)p=dition in our product lines and for personnelt)(difficulties in marketing and
distributing products through current or futuretdimition channels; (15) changes in tax law; (1&)remic, political, currency and other risks
relating to our international operations; (17) fletions in foreign currency exchange rates angidorsecurities markets; (18) regulatory or
legislative changes, including the Dodd-Frank V&iieet Reform and Consumer Protection Act; (19Bilitg to protect our intellectual
property rights or claims of infringement of thesitlectual property rights of others; (20) advetséerminations in litigation or regulatory
matters and our exposure to contingent liabilitiesluding in connection with our divestiture ormaling down of businesses; (21) domestic or
international military actions, natural or man-maliasters including terrorist activities or pandtedisease, or other events resulting in
catastrophic loss of life; (22) ineffectivenessisk management policies and procedures in idéntfymonitoring and managing risks;

(23) effects of acquisitions, divestitures andmegtirings, including possible difficulties in iggating and realizing projected results of
acquisitions; (24) interruption in telecommunicatiinformation technology or other operational eypss or failure to maintain the security,
confidentiality or privacy of sensitive data on kgystems; (25) changes in statutory or U.S. GA&¢danting principles, practices or policies;
(26) Prudential Financial, Ins.primary reliance, as a holding company, on divitieor distributions from its subsidiaries to maet paymer
obligations and the ability of the subsidiariep&y such dividends or distributions in light of @atings objectives and/or applicable regulatory
restrictions; and (27) risks due to the lack oflegeparation between our Financial Services Basgseand our Closed Block Business.
Prudential Financial, Inc. does not intend, anahider no obligation, to update any particular faxvimoking statement included in this
document. See “Risk Factors” included in the AnriR@port on Form 1@ for the year ended December 31, 2013 for disounssf certain risk
relating to our businesses and investment in cuurgees.
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Throughout this Quarterly Report on Form 10-Q, “Elential Financial” and the “Registrant” refer to Rrdential Financial, Inc., the

ultimate holding company for all of our compani#tudential Insurance” refers to The Prudential lmsance Company of America.

“Prudential,” the “Company,” “we” and “our” refer t o our consolidated operations.
PART | - FINANCIAL INFORMATION
ITEM 1. Financial Statements

PRUDENTIAL FINANCIAL, INC.
Unaudited Interim Consolidated Statements of Finanial Position

March 31, 2014 and December 31, 2013 (in millionsxcept share amounts)

ASSETS
Fixed maturities, availak-for-sale, at fair value (amortized cost: 2-$272,829; 201-$268,727)(1.
Fixed maturities, he-to-maturity, at amortized cost (fair value: 2-$3,537; 201-$3,553)(1)
Trading account assets supporting insurance ligsiliat fair value(1
Other trading account assets, at fair valu
Equity securities, availat-for-sale, at fair value (cost: 20-$7,291; 201-$7,003)
Commercial mortgage and other loans (includes $24$158 measured at fair value under the fairevaption at March 31, 2014 and
December 31, 2013, respectively)
Policy loans
Other long-term investments (includes $885 and $8&asured at fair value under the fair value optibilarch 31, 2014 and December 31,
2013, respectively)(1
Shor-term investment
Total investment
Cash and cash equivalents
Accrued investment income(
Deferred policy acquisition cos
Value of business acquirt
Other assets(:
Separate account ass
TOTAL ASSETS

LIABILITIES AND EQUITY
LIABILITIES
Future policy benefit
Policyholder’ account balances(
Policyholder’ dividends
Securities sold under agreements to repurc
Cash collateral for loaned securit
Income taxe:
Shor-term debi
Long-term debr
Other liabilities(1)
Notes issued by consolidated variable interestiestfincludes $4,062 and $3,254 measured at &urevunder the fair value option at March
2014 and December 31, 2013, respectively
Separate account liabiliti¢
Total liabilities

COMMITMENTS AND CONTINGENT LIABILITIES (See Note 15 )
EQUITY
Preferred Stock ($.01 par value; 10,000,000 sheut®orized; none issue
Common Stock ($.01 par value; 1,500,000,000 shar#®rized; 660,111,328 and 660,111,319 sharesdsstMarch 31, 2014 and
December 31, 2013, respective
Class B Stock ($.01 par value; 10,000,000 sharémered; 2,000,000 shares issued and outstandiMguieh 31, 2014 and December 31,
2013, respectively
Additional paic-in capital
Common Stock held in treasury, at cost (199,684&88199,056,067 shares at March 31, 2014 and Deedi, 2013, respectivel
Accumulated other comprehensive income (1
Retained earninc
Total Prudential Financial, Inc. equ
Noncontrolling interest
Total equity
TOTAL LIABILITIES AND EQUITY

(1) See Note 5 for details of balances associatedwaitiable interest entitie
See Notes to Unaudited Interim Consolidated Firar8tatements

1

March 31, December 31
2014 2013
$ 295,32: $ 286,86t
3,27¢ 3,31:
20,93t 20,82°
8,021 6,45
10,19: 9,91(
42,39: 41,00¢
11,83 11,76¢
10,47 10,32¢
6,02: 7,70%
408,46¢ 398,17.
12,47. 11,43¢
3,13¢ 3,08¢
16,617 16,51:
3,61( 3,67¢
14,27: 13,83
288,16: 285,06(
$ 746,73! $ 731,78:
$ 211,54( $ 206,85¢
137,24« 136,65
6,51¢ 5,51¢
8,34¢ 7,89¢
5,28 5,04(
6,86( 5,42;
4,01¢ 2,66¢
22,56¢ 23,55
13,23. 13,92¢
4,101 3,302
288,16: 285,06(
707,87: 695,90(
0 0
6 6
0 0
24,43t 24,47¢
(12,53 (12,417
10,79¢ 8,68!
15,51% 14,53
38,22: 35,27¢
641 602
38,86¢ 35,88:
$ 746,73! $ 731,78:
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PRUDENTIAL FINANCIAL, INC.
Unaudited Interim Consolidated Statements of Operabns

Three Months Ended March 31, 2014 and 2013 (in mifins, except per share amounts)

REVENUES
Premiums
Policy charges and fee incor
Net investment incom
Asset management and service 1
Other income
Realized investment gains (losses),
Otherthar-temporary impairments on fixed maturity securi
Other-than-temporary impairments on fixed matusigurities transferred to Other Comprehensiy
Income
Other realized investment gains (losses),
Total realized investment gains (losses),
Total revenue
BENEFITS AND EXPENSES
Policyholder’ benefits
Interest credited to policyhold¢ account balance
Dividends to policyholder
Amortization of deferred policy acquisition co
General and administrative expen
Total benefits and expens
INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE INC OME TAXES AND EQUITY IN
EARNINGS OF OPERATING JOINT VENTURES
Income tax expense (bene!
INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE EQU ITY IN EARNINGS OF
OPERATING JOINT VENTURES
Equity in earnings of operating joint ventures, oketaxes
INCOME (LOSS) FROM CONTINUING OPERATIONS
Income (loss) from discontinued operations, neagés
NET INCOME (LOSS)
Less: Income (loss) attributable to noncontrollimigrests
NET INCOME (LOSS) ATTRIBUTABLE TO PRUDENTIAL FINANC IAL, INC
EARNINGS PER SHARE (See Note 8
Financial Services Businesse
Basic earnings per shar-Common Stock:
Income (loss) from continuing operations attriblgeatb Prudential Financial, In
Income (loss) from discontinued operations, neagés

Net income (loss) attributable to Prudential Finahdnc.
Diluted earnings per shar-Common Stock:

Income (loss) from continuing operations attriblgeatb Prudential Financial, In
Income (loss) from discontinued operations, neagés

Net income (loss) attributable to Prudential Finahdnc.
Dividends declared per share of Common S

Closed Block Busines:
Basic and Diluted earnings per share-Class B Stock:
Income (loss) from continuing operations attriblgat Prudential Financial, In
Income (loss) from discontinued operations, neagés

Net income (loss) attributable to Prudential Finahdnc.
Dividends declared per share of Class B S

See Notes to Unaudited Interim Consolidated Finglr8tatements

2

Three Months Ended

March 31,
2014 2013
$ 5,86¢ $ 7,08¢
1,501 1,35¢
3,83¢ 3,63¢
904 82(
53E (2,009
(79 (309)
63 23¢
224 (655)
20¢ (729
12,85¢ 10,17:
6,38¢ 7,21¢
1,01¢ 1,05(
60C 56C
437 21¢
2,69¢ 2,68
11,13¢ 11,73(
1,71¢ (1,559
47% (827)
1,24t (732)
0 46
1,24¢ (68€)
4 1
1,24¢ (68E)
11 35
$ 1,23¢ $ (720
$ 2.6z $ (1.5¢)
0.01 0.0C
$ 2.6° $ (1.5¢)
$ 2.5¢ $ (1.5¢)
0.01 0.0C
$ 2.5¢ $ (1.5¢)
$ 0.5: $ 0.4C
$ 7.5C $ 5.5C
0.0C 0.0C
$ 7.5 $ 5.5
$ 241 $ 241
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PRUDENTIAL FINANCIAL, INC.

Unaudited Interim Consolidated Statements of Comprhensive Income
Three Months Ended March 31, 2014 and 2013 (in mitins)

NET INCOME (LOSS)
Other comprehensive income (loss), before
Foreign currency translation adjustments for throplk
Net unrealized investment gains (loss
Defined benefit pension and postretirement unreizeginperiodic benef

Total
Less: Income tax expense (benefit) related to atbeprehensive income (los
Other comprehensive income (loss), net of te

Comprehensive income (los
Less: Comprehensive income (loss) attributableotacontrolling interest

Comprehensive income (loss) attributable to Prudeirl Financial, Inc.

See Notes to Unaudited Interim Consolidated Finglr8tatements

3

Three Months Ended

March 31,
2014 2013
$1,24¢ $ (689
80 (901)
3,06¢ 4,27¢
23 50
3,171 3,421
1,04 1,22:
2,12¢ 2,20
3,37: 1,51¢
18 35
$ 3,358 $ 1,48/
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PRUDENTIAL FINANCIAL, INC.

Unaudited Interim Consolidated Statements of Equityl)
Three Months Ended March 31, 2014 and 2013 (in mitins)

Prudential Financial, Inc. Equity

Common Accumulated Total
Additional Other Prudential
Common Retainec Stock Comprehensive Financial, Inc. Noncontrolling
Paid-in Held In Total
Stock Capital Earnings Treasury Income (Loss) Equity Interests Equity
Balance December 31, 201 $ 6 $ 2447¢ $ 14,53 $ (12,415 $ 8,681 $ 35,27¢ $ 603 $35,88:
Common Stock acquire (250 (250) (250
Contributions from noncontrolling
interests 0 0 0
Distributions to noncontrolling interes 0 (3€) (3€)
Consolidations/(deconsolidations) of
noncontrolling interest 0 56 56
Stocl-based compensation progra (40) 0 13z 92 92
Dividends declared on Common Stc (247) (247) (247)
Dividends declared on Class B Stc (5) (5) (5)
Comprehensive incom
Net income (loss 1,23¢ 1,23¢ 11 1,24¢
Other comprehensive income
(loss), net of ta: 2,115 2,115 7 2,12¢
Total comprehensive income (los 3,35¢ 18 3,37¢
Balance, March 31, 201« $ 6 $ 24,43t $ 15,517 $ (12,537 $ 10,79¢ $ 38,22¢ $ 641 $38,86¢
Prudential Financial, Inc. Equity
Common Accumulated Total
Additional Other Prudential
Common Retainec Stock Comprehensive Financial, Inc. Noncontrolling
Paid-in Held In Total
Stock Capital Earnings Treasury Income (Loss) Equity Interests Equity
Balance, December 31, 201 $ 6 $ 24,38( $ 16,06¢ $ (12,167 $ 10,21« $ 38,50: $ 60¢ $39,11:
Common Stock acquire 0 0
Contributions from noncontrolling
interests 0 1 1
Distributions to noncontrollin: 0
interests 0 (5€6) (5€6)
Consolidations/(deconsolidations) of
noncontrolling interest 0 0
Stocl-based compensation progra (26) (3€) 14F 83 83
Dividends declared on Common Stc (18¢) (18¢) (18¢)
Dividends declared on Class B Stc (5) 5) 5)
Comprehensive incom
Net income (loss (720) (720) 85 (685)
Other comprehensive income
(loss), net of ta: 2,20¢ 2,20¢ 0 2,20¢
Total comprehensive income (los 1,48¢ 3E 1,51¢
Balance, March 31, 201! $ 6 $ 24,35 $ 15,110 $ (12,019 $ 12,41¢ $ 39,877 $ 58¢ $40,46¢

(1) Class B Stock is not presented as the amountsrematerial.
See Notes to Unaudited Interim Consolidated Firgrstatements

4
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PRUDENTIAL FINANCIAL, INC.

Unaudited Interim Consolidated Statements of Cash [Bws
Three Months Ended March 31, 2014 and 2013 (in mitins)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss
Adjustments to reconcile net income to net caskigenl by operating activitie:
Realized investment (gains) losses,
Policy charges and fee incor
Interest credited to policyhold¢ account balance
Depreciation and amortizatic
Gains on trading account assets supporting insarkatuilities, ne
Change in
Deferred policy acquisition cos
Future policy benefits and other insurance liabsi
Other trading account assi
Income taxe:
Other, ne
Cash flows from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale/maturity/prepaymen
Fixed maturities, availak-for-sale
Fixed maturities, he-to-maturity
Trading account assets supporting insurance liegsiland other trading account as:
Equity securities, availak-for-sale
Commercial mortgage and other lo:
Policy loans
Other lon¢-term investment
Shor-term investment
Payments for the purchase/origination
Fixed maturities, availak-for-sale
Fixed maturities, he-to-maturity
Trading account assets supporting insurance liegsiland other trading account as:
Equity securities, availak-for-sale
Commercial mortgage and other loi
Policy loans
Other lon¢-term investment
Shor-term investment
Acquisition of business, net of cash acqui
Other, ne
Cash flows used in investing activitie

See Notes to Unaudited Interim Consolidated Finglr8tatements

2014
$ 1,24¢

(20€)
(50¢)
1,01
41
(101)

(231)
1,56¢
(14)
38¢
(1,219
1,97¢

13,431
93
3,06¢
994
57¢
537
19t
16,82:

(15,70:)
(22)
(3,897)
(1,09
(1,926)
(46F)
(49E)
(15,270)
(29
202

(2,969

2013
$ (68E)

722

(514
1,05(
10¢

(99

(645)
2,54¢
(10)
(1,659
(640)

187

11,80¢
12t
5,65¢
1,00z
1,28
572
49¢
9,311

(13,569
(14)
(6,49¢)
(98F)
(2,009)
(447)
(632)
(9,055
(48¢)
(225)
(3,657)
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CASH FLOWS FROM FINANCING ACTIVITIES
Policyholder’ account deposit
Policyholder’ account withdrawal
Net change in securities sold under agreementpiarchase and cash collateral for loaned secu
Cash dividends paid on Common St
Cash dividends paid on Class B Sti
Net change in financing arrangements (maturitied®@ or less
Common Stock acquire
Common Stock reissued for exercise of stock opi
Proceeds from the issuance of debt (maturitiesdptigan 90 days
Repayments of debt (maturities longer than 90 d
Excess tax benefits from sh-based payment arrangeme
Other, ne

Cash flows from financing activities

Effect of foreign exchange rate changes on casinbat

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF PERIOD
NON-CASH TRANSACTIONS DURING THE PERIOD
Treasury Stock shares issued for s-based compensation progra
Acquisition of UniAsia Life Assurance Berhad (Seet®&l3):

Assets acquired, excluding cash and cash equisadenjuirec

Liabilities assumei

Noncontrolling interest assum:

Net cash paid on acquisitic
Acquisition of The Hartfor's individual life business (See Note

Assets acquired, excluding cash and cash equigadeEnjuirec
Liabilities assume:

Net cash paid on acquisitic

See Notes to Unaudited Interim Consolidated Finglr8tatements

6

2014 2013
$ 5751 $ 5,881
(5,369) (6,439)
691 34
(247) (206)
(5 (5
472 591
(250) 0
77 46
1,14¢ 1,59:
(225) (1,240
14 8
(59) (228)
1,997 34¢
26 (507)
1,03: (3,629
11,43¢ 18,10(
$12,47.  $1447;
$ 92 $ 101
$ 65¢ $ O
58¢ 0
47 0
$ 22 $ 0
$ 0  $11,05¢
0 10,56¢

$ 0 $ 48t
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PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atements

1. BUSINESS AND BASIS OF PRESENTATION

Prudential Financial, Inc. (“Prudential Financiadid its subsidiaries (collectively, “Prudential’tbe “Company”) provide a wide range
of insurance, investment management, and othemdiabproducts and services to both individual arstitutional customers throughout the
United States and in many other countries. Prihgpaducts and services provided include life imswwe, annuities, retirement-related service:
mutual funds, and investment management. The Coynpasorganized its principal operations into thakcial Services Businesses and the
Closed Block Business. The Financial Services Bassias operate through three operating divisiors: Retirement Solutions and Investment
Management, U.S. Individual Life and Group Insugrand International Insurance. The Company'’s lessies that are not sufficiently
material to warrant separate disclosure and diddstisinesses, are included in Corporate and Otferations within the Financial Services
Businesses. The Closed Block Business, which irdulde Closed Block (see Note 6), is managed sebafeom the Financial Services
Businesses. The Closed Block Business was estatlsh the date of demutualization and include<iipany’s in force participating
insurance and annuity products and assets thatarkfor the payment of benefits and policyholddigdends on these products, as well as
other assets and equity that support these produndtselated liabilities. In connection with therddualization, the Company ceased offering
these participating products.

Basis of Presentatiol

The Unaudited Interim Consolidated Financial Staets include the accounts of Prudential Finaneiatities over which the Company
exercises control, including majority-owned sulsiiis and minority-owned entities such as limitadmerships in which the Company is the
general partner, and variable interest entitieghiich the Company is considered the primary berefic See Note 5 for more information on
the Company’s consolidated variable interest exstitlThe Unaudited Interim Consolidated Financiate3hents have been prepared in
accordance with accounting principles generallyepted in the United States of America (“U.S. GAABHN) a basis consistent with reporting
interim financial information in accordance wittstructions to Form 10-Q and Article 10 of Regulat#®-X of the Securities and Exchange
Commission (“SEC"). Intercompany balances and tatisns have been eliminated.

In the opinion of management, all adjustments reaggdor a fair statement of the financial positaord results of operations have been
made. All such adjustments are of a normal, reegmiature. Interim results are not necessarilycetilre of the results that may be expecte«
the full year. These financial statements shouldelael in conjunction with the Company’s Audited Solidated Financial Statements included
in the Company’s Annual Report on Form 10-K for ylear ended December 31, 2013.

The Company’s Gibraltar Life Insurance Company,. [(t@ibraltar Life”) consolidated operations, usélavember 30 fiscal year end for
purposes of inclusion in the Compasyonsolidated Financial Statements. ThereforeUtreudited Interim Consolidated Financial Staters
as of March 31, 2014, include the assets and iligsilof Gibraltar Life and its results of operatsoas of, and for the three months ended,
February 28, 2014, respectively.

Use of Estimates

The preparation of financial statements in confeymiith U.S. GAAP requires management to make esdtand assumptions that af
the reported amounts of assets and liabilitiesdasclosure of contingent assets and liabilitiesfate date of the financial statements and the
reported amounts of revenues and expenses duengplorting period. Actual results could differrfrahose estimates.

7
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PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

The most significant estimates include those usetktermining deferred policy acquisition costs egldted amortization; value of
business acquired and its amortization; amortinatiosales inducements; measurement of goodwillaarydrelated impairment; valuation of
investments including derivatives and the recognibf other-than-temporary impairments; future @obenefits including guarantees; pensior
and other postretirement benefits; provision faoime taxes and valuation of deferred tax assetlsteserves for contingent liabilities,
including reserves for losses in connection withesolved legal matters.

Reclassifications
Certain amounts in prior periods have been rediadgio conform to the current period presentation.

2. SIGNIFICANT ACCOUNTING POLICIES AND PRONOUNCEMEN TS

This section supplements, and should be read ijucotion with, Note 2 to the Consolidated Finan&ttements included in the
Company’s Annual Report on Form 10-K for the yaadedd December 31, 2013.

Adoption of New Accounting Pronouncemer

In December 2013, the Financial Accounting Stansl@alard (“FASB”) issued updated guidance estabighi single definition of a
public entity for use in financial accounting amghorting guidance. This new guidance is effectoreall current and future reporting periods
and did not have a significant effect on the Conyfmoonsolidated financial position, results of mi®ns, or financial statement disclosures.

In July 2013, the FASB issued new guidance reggrderivatives. The guidance permits the Fed Furffixtive Swap Rate (or
Overnight Index Swap Rate) to be used as a U.SHpeark interest rate for hedge accounting, in @mttib the United States Treasury rate
London Inter-Bank Offered Rate (“LIBOR”). The guitz also removes the restriction on using diffebamichmark rates for similar hedges.
The guidance is effective for qualifying new oresijnated hedging relationships entered into after July 17, 2013, and should be applied
prospectively. Adoption of the guidance did notéavsignificant effect on the Company’s consoliddieancial position, results of operations,
and financial statement disclosures.

In July 2013, the FASB issued updated guidancerdagygthe presentation of unrecognized tax benefitsn net operating loss
carryforwards, similar tax losses, or tax credirgf@rwards exist. This new guidance is effectige ihterim or annual reporting periods that
begin after December 15, 2013, and should be appliespectively, with early application permittéaloption of the guidance did not have a
significant effect on the Company’s consolidatetaficial position, results of operations, and finalngtatement disclosures.

In June 2013, the FASB issued updated guidanciyifay the characteristics of an investment compang requiring new disclosures.
Under the guidance, all entities regulated undedrestment Company Act of 1940 automatically dipals investment companies, while all
other entities need to consider both the fundanmenttypical characteristics of an investment camypin determining whether they qualify as
investment companies. This new guidance is effedtv interim or annual reporting periods that Ibegfter December 15, 2013, and should be
applied prospectively. Adoption of the guidance wad have a significant effect on the Company’ssatidated financial position, results of
operations, and financial statement disclosures.

In March 2013, the FASB issued updated guidancardigg the recognition in net income of the cumiuétranslation adjustment upon
the sale or loss of control of a business or guafigssets residing in a
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foreign subsidiary, or a loss of control of a fgreinvestment. The guidance is effective for thgt interim or annual reporting period
beginning after December 15, 2013, and should péegpprospectively. The amendments require aryethtat ceases to have a controlling
financial interest in a subsidiary or group of assethin a foreign entity to release any relatachalative translation adjustment into net
income only if the sale or transfer results in¢benplete or substantially complete liquidationtod foreign entity in which the subsidiary or
group of assets had resided. For an equity methagstment that is a foreign entity, the partiatgglidance still applies. As such, a pro rata
portion of the cumulative translation adjustmerdigt be released into net income upon a partial sbsuch an equity method investment.
Adoption of the guidance did not have a significaffiect on the Company’s consolidated financialifias, results of operations, and financial
statement disclosures.

In February 2013, the FASB issued updated guideagarding the presentation of comprehensive inctunder the guidance, an entity
is required to separately present information alsartificant items reclassified out of accumulatéiter comprehensive income by component
as well as changes in accumulated other compreleimgiome balances by component in either the &isdustatements or the notes to the
financial statements. The guidance does not chdmeggems that are reported in other comprehensd@ne, does not change when an item o
other comprehensive income must be reclassifie@tancome, and does not amend any existing regeinés for reporting net income or other
comprehensive income. The guidance is effectivetferirst interim or annual reporting period beagig after December 15, 2012, and shoulc
be applied prospectively. The disclosures requiethis guidance are included in Note 7.

In December 2011 and January 2013, the FASB isspddted guidance regarding the disclosure of razedrderivative instruments
(including bifurcated embedded derivatives), repase agreements and securities borrowing/lendimgdictions that are offset in the stater
of financial position or are subject to an enfotdeanaster netting arrangement or similar agreeiieaspective of whether they are offset in
the statement of financial position). This new guide requires an entity to disclose informatiorboth a gross and net basis about instrumen
and transactions within the scope of this guidambés new guidance is effective for interim or aahteporting periods beginning on or after
January 1, 2013, and should be applied retrospygtiar all comparative periods presented. Theld&aes required by this guidance are
included in Note 14.

Future Adoption of New Accounting Pronouncements

In January 2014, the FASB issued updated guideegarding investments in flow-through limited liatyilentities that manage or invest
in affordable housing projects that qualify for tbes-income housing tax credit. Under the guidarareentity is permitted to make an
accounting policy election to amortize the initalst of its investment in proportion to the taxdit® and other tax benefits received and
recognize the net investment performance in therstant of operations as a component of incomexpgrese (benefit) if certain conditions i
met. The new guidance is effective for annual gkyiand interim reporting periods within those ahpagiods, beginning after December 15,
2014, and should be applied retrospectively tpaflods presented. The Company is currently asgp#iseé impact of the guidance on the
Company’s consolidated financial position, resafteperations, and financial statement disclosures.

In January 2014, the FASB issued updated guidarcedubled debt restructurings clarifying whenimsubstance repossession or
foreclosure occurs, and when a creditor is coneitles have received physical possession of resadeatl estate property collateralizing a
consumer mortgage loan. The new guidance is efieétir annual periods and interim periods withiosth annual periods, beginning after
December 15, 2014. This guidance can be electegrésipective adoption or by using a modified regieasive transition method. This guidai
is not expected to have a significant impact onGbepany’s consolidated financial position, resafteperations, or financial statement
disclosures.
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In April 2014, the FASB issued updated guidancé thanges the criteria for reporting discontinupdrations and introduces new
disclosures. The new guidance is effective prospalgtto new disposals and new classificationsispdsal groups as held for sale that occur
within annual periods beginning on or after Decenitie 2014, and interim periods within those anmgalods. Early adoption is permitted for
new disposals or new classifications as held fta g&at have not been reported in financial stateémpreviously issued. This guidance is not
expected to have a significant impact on the Comgazonsolidated financial position, results of miens, or financial statement disclosures.

3. ACQUISITIONS AND DISPOSITIONS
Acquisition of UniAsia Life Assuranct

On January 2, 2014, the Company completed the sitigui of UniAsia Life Assurance Berhad, an eststidid life insurance company in
Malaysia, through the formation of a joint ventwi¢h Bank Simpanan Nasional (‘BSN”), a bank owngdlie Malaysian government. The
joint venture paid cash consideration of $158 wnil)i70% of which was provided by Prudential Insaeand 30% of which was provided
BSN. This acquisition is part of the Company’s t&gic initiative to further expand its busines®ifoutheast Asian markets.

The assets acquired and liabilities assumed hase ibeluded in the Company’s Unaudited Interim @didated Financial Statements as
of the acquisition date. Total assets acquired B4y million, including $88 million of cash andsteequivalents and $22 million of goodwill,
none of which is deductible for local tax purposeg] total liabilities assumed were $589 million.

Prudential Financial intends to make a Section @38lection under the Internal Revenue Code wispeet to this acquisition, resulting
in the acquired entity being treated for U.S. tarppses as a newly-incorporated company. Under slection, the U.S. tax basis of the assets
acquired and liabilities assumed of the UniAsieel4fssurance Berhad were adjusted as of Januafi2a, ® reflect the consequences of the
Section 338(g) election.

Acquisition of The Hartforc's Individual Life Insurance Business

On January 2, 2013, the Company acquired The HdrHEmancial Services Group’s (“The Hartford”) imgtlual life insurance business
through a reinsurance transaction. Under the agraerthe Company paid The Hartford cash consideratf $615 million, primarily in the
form of a ceding commission, to provide reinsurafoceapproximately 700,000 life insurance policiggh a net retained face amount in force
of approximately $141 billion. This acquisition reased the Compars/scale in the U.S. individual life insurance markarticularly universe
life products, and provided complementary distiitnuopportunities through expanded wirehouse amd biistribution channels.

The assets acquired and liabilities assumed hase ibeluded in the Company’s Unaudited Interim @didated Financial Statements as
of the acquisition date. Total assets acquired Wefe2 billion, including $1.4 billion of value diusiness acquired and $0.1 billion of cash,
total liabilities assumed were $10.6 billion. Thex@o goodwill, including tax deductible goodwalssociated with the acquisition.

Sale of Wealth Management Solutions Busine

In April 2013, the Company signed a definitive agnent to sell its wealth management solutions lessito Envestnet Inc. The
transaction, which does not have a material immattie Companyg financial results, closed on July 1, 2013. Duthéoexistence of an ongoi
contractual relationship between the Company aeseloperations, this disposition did not qualifiydiscontinued operations treatment under
U.S. GAAP.
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Discontinued Operation:
Income from discontinued operations, including gearupon disposition, are as follows:

Three Months Ended

March 31,
2014 2013
(in millions)
Real estate investments sold or held for sal $ 6 $ O
Global commodities busine 0 2
Income from discontinued operations before incoaxed 6 2
Income tax expens 2 1
Income from discontinued operations, net of te $ 4 $ 1
(1) Reflects the income from discontinued real estatestments
Charges recorded in connection with the dispoddisisinesses include estimates that are subjextiisequent adjustment.
The Company’s Unaudited Interim Consolidated Statesiof Financial Position include total assetstatal liabilities related to
discontinued operations as follows:
March 31, December 31
2014 2013
(in millions)
Total asset $ 14 $ 15
Total liabilities $ 7 $ 7

4. INVESTMENTS
Fixed Maturities and Equity Securitie

The following tables provide information relatingfixed maturities and equity securities (excludimgestments classified as trading) as
of the dates indicated:

March 31, 2014

Other-than-
Gross Gross temporary
Unrealized Unrealizec Impairments
Amortized Fair
Cost Gains Losses Value in AOCI(3)
(in millions)
Fixed maturities, available-for-sale
U.S. Treasury securities and obligations of U.Segoment
authorities and agenci $ 13,48t $ 2,32% $ 24 $ 15,78¢ $ 0
Obligations of U.S. states and their political Sutsions 4,15¢ 427 6C 4,521 0
Foreign government boni 77,01¢ 7,991 23¢ 84,76¢ 1
Corporate securitie 147,19¢ 13,42( 2,007 158,60° ()
Asse-backed securities(: 10,61« 23t 222 10,62¢ (670
Commercial mortga¢-backed securitie 14,127 394 107 14,41« 0]
Residential mortgar-backed securities(: 6,23¢ 38C 22 6,597 (6)
Total fixed maturities, availat-for-sale $272,82¢ $ 25,17 $ 2,68C $295,32: $ (679)
Equity securities, available-for-sale $ 7,291 $ 2,94( $ 4C $ 10,19:
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Fixed maturities, helc-to-maturity
Foreign government boni

Corporate securities(:

Asse-backed securities(:

Commercial mortga¢-backed securitie
Residential mortgar-backed securities(:

Total fixed maturities, he-to-maturity(4)

1)
(2
©)

©)

March 31, 2014

Gross Gross

Amortized Unrealized Unrealized
Fair
Cost Gains Losses Value

(in millions)

$ 95¢ $ 131 $ 0 $1,087
912 57 22 947
674 46 0 72C
137 14 0 151
59¢€ 36 0 632
$ 3,27 $ 284 $ 22 $3,531

Includes cred-tranched securities collateralized by -prime mortgages, auto loans, credit cards, educédens and other asset typ

Includes publicl-traded agency pe-through securities and collateralized mortgagegaltibns.

Represents the amount of other-than-temporapgirment losses in Accumulated Other Comprehensz@me (“AOCI"), which were not included in eargs Amount excludes $872

million of net unrealized gains on impaired avdiafor-sale securities and less than $1 milliomeff unrealized gains on impaired held-to-maturityusities relating to changes in the

value of such securities subsequent to the impairmeasurement dat

Excludes notes with amortized cost of $2,400 milltair value, $2,555 million) which have been effsiith the associated payables under a nettineeagent

December 31, 201
Other-than-
Gross Gross temporary
Unrealized Unrealizec Impairments
Amortized Fair
Cost Gains Losses Value in AOCI(3)
(in millions)
Fixed maturities, available-for-sale
U.S. Treasury securities and obligations of U.Segoment
authorities and agenci $ 13,75« $ 1,74 $ 9€ $ 15,40( $ 0
Obligations of U.S. states and their political sutzions 3,59¢ 274 137 3,73t 0]
Foreign government boni 75,59t 7,45¢ 26¢€ 82,78t¢ 1
Corporate securitie 145,09: 12,09t 3,40¢ 153,77¢ 4
Asse-backed securities(: 10,69: 214 31¢ 10,58¢ (755
Commercial mortga¢-backed securitie 13,63 402 163 13,87: 0
Residential mortgar-backed securities(: 6,36¢ 37¢ 41 6,70z (7
Total fixed maturities, availak-for-sale $268,72 $ 22,56¢ $ 4,42i $286,86t $ (765
Equity securities, available-for-sale $ 7,00¢ $ 2,931 $ 24 $ 9,91(

12



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

December 31, 201

Gross Gross
Amortized Unrealized Unrealized
Fair
Cost Gains Losses Value
(in millions)

Fixed maturities, helc-to-maturity
Foreign government boni $ 93¢ $ 117 $ 0 $1,05¢
Corporate securities(: 904 50 24 93C
Asse-backed securities(: 69: 46 0 73¢
Commercial mortga¢-backed securitie 16€ 18 0 184
Residential mortgar-backed securities(: 611 34 0 64E
Total fixed maturities, he-to-maturity(4) $ 3,31- $ 26 $ 24 $3,55:

(1) Includes cred-tranched securities collateralized by -prime mortgages, auto loans, credit cards, educaians, and other asset typ

(2) Includes publicl-traded agency pe-through securities and collateralized mortgagegalibns.

(3) Represents the amount of other-than-temporapgirment losses in AOCI, which were not includeéarnings. Amount excludes $875 million of netaatized gains on impaired
available-for-sale securities and $1 million of netealized gains on impaired held-to-maturity sities relating to changes in the value of suclugges subsequent to the impairment
measurement dat

(4) Excludes notes with amortized cost of $2,400 milltair value, $2,461 million) which have been effsiith the associated payables under a nettineeagent

The amortized cost and fair value of fixed matastby contractual maturities at March 31, 2014 aasréollows:

Available-for-Sale Held-to-Maturity
Amortized
Amortized Fair Fair
Cost Value Cost Value
(in millions)

Due in one year or le: $ 14,07¢ $ 14,65¢ $ 4 $ 4
Due after one year through five ye. 48,18 52,94% 13 13
Due after five years through ten ye 55,46¢ 60,48’ 327 33¢
Due after ten years(: 124,12t 135,59. 1,48 1,64
Asse-backed securitie 10,61« 10,62¢ 674 72C
Commercial mortga¢-backed securitie 14,127 14,41 137 151
Residential mortgar-backed securitie 6,23¢ 6,597 59¢€ 632
Total $272,82! $295,32; $ 3,27¢ $3,531

(1) Excludes notes with amortized cost of $2,400 milltair value, $2,555 million) which have been effsiith the associated payables under a nettingeagent

Actual maturities may differ from contractual matigs because issuers may have the right to cadtepay obligations. Asset-backed,
commercial mortgage-backed, and residential moetidmgked securities are shown separately in the &ddove, as they are not due at a singl
maturity date.
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The following table depicts the sources of fixedumidy proceeds and related investment gains £€ey as well as losses on impairment
of both fixed maturities and equity securities:

Three Months Ended

March 31,
2014 2013
(in millions)
Fixed maturities, available-for-sale
Proceeds from sal $8,57¢ $6,49¢
Proceeds from maturities/repayme 4,85¢ 5,73¢
Gross investment gains from sales, prepaymentsiratarities 42¢ 22¢
Gross investment losses from sales and matu (152) (10€)
Fixed maturities, helc-to-maturity
Gross investment gains from prepayme $ 0 $ 0
Proceeds from maturities/repayme 94 12t
Equity securities, available-for-sale
Proceeds from sal $1,16¢ $1,04¢
Gross investment gains from sa 13z 107
Gross investment losses from se (39 (23
Fixed maturity and equity security impairments
Net writedowns for oth«-thar-temporary impairment losses on fixed maturitieogmized in earnings(’ $ (16) $ (70
Writedowns for impairments on equity securi (10 @)

(1) Excludes the portion of other-than-temporarpamments recorded in “Other comprehensive incdoss),” representing any difference between theviaiue of the impaired debt
security and the net present value of its projefitadre cash flows at the time of impairme

As discussed in Note 2 to the Company’s Consolii&iaancial Statements included in the Annual Repor=orm 10-K for the year
ended December 31, 2013, a portion of certain ethar-temporary impairment (“OTTI”) losses on fixewhturity securities are recognized in
“Other comprehensive income (loss)” (“OCI”). Foe#fe securities, the net amount recognized in egsrfiieredit loss impairmentstepresent
the difference between the amortized cost of tiarity and the net present value of its projectedre cash flows discounted at the effective
interest rate implicit in the debt security prioritnpairment. Any remaining difference betweenftievalue and amortized cost is recognized
in OCI. The following table sets forth the amouhpre-tax credit loss impairments on fixed matusggcurities held by the Company as of the
dates indicated, for which a portion of the OTTddavas recognized in OCI, and the correspondingggsin such amounts.
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Credit losses recognized in earnings on fixed matity securities held by the Company for which a potibn of the OTTI loss was
recognized in OCI

Three Months Ended

March 31,
2014 2013
(in millions)
Balance, beginning of peric $ 96¢ $1,16¢
Credit loss impairments previously recognized ausées which matured, paid down, prepaid or wsaiel
during the perioc (140 (97)
Credit loss impairments previously recognized arusées impaired to fair value during the periogd 0 0
Credit loss impairment recognized in the curremiqaeon securities not previously impair 2 1
Additional credit loss impairments recognized ia tlurrent period on securities previously impa 4 12
Increases due to the passage of time on previoestrded credit losst 9 12
Accretion of credit loss impairments previouslyagoized due to an increase in cash flows expeotée t
collected (5 5
Balance, end of peric $ 83¢ $1,08¢

(1) Represents circumstances where the Compangndegal in the current period that it intends td 8 security or it is more likely than not thiawiill be required to sell the security
before recovery of the secur’s amortized cos

Trading Account Assets Supporting Insurance Lialiés
The following table sets forth the composition ®fdding account assets supporting insurance lissilias of the dates indicated:

March 31, 2014 December 31, 201
Amortized Amortized
Fair Fair
Cost Value Cost Value
(in millions)
Shor-term investments and cash equivale $ 80t $ 80 $ 697 $ 697
Fixed maturities

Corporate securitie 11,987 12,61: 12,10¢ 12,61¢
Commercial mortga¢-backed securitie 2,44 2,48( 2,417 2,441
Residential mortgar-backed securities(: 1,82¢ 1,81: 1,857 1,83(
Asse-backed securities(: 1,08¢ 1,10: 1,09¢ 1,105
Foreign government boni 59¢ 61¢ 57¢ 59¢
U.S. government authorities and agencies and dldigmof U.S. state 29¢€ 342 303 341
Total fixed maturitie: 18,24: 18,96¢ 18,36: 18,93:
Equity securitie: 96¢€ 1,162 913 1,19¢
Total trading account assets supporting insuranbdities $20,01: $20,93¢ $19,97: $20,82’

(1) Includes publicl-traded agency pe-through securities and collateralized mortgagegaltibns.
(2) Includes credit tranched securities collateralizgdut-prime mortgages, auto loans, credit cards, edutéians and other asset typ

15



Table of Contents

PRUDENTIAL FINANCIAL, INC.

Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

The net change in unrealized gains/(losses) fradirig account assets supporting insurance ligslgtill held at period end, recorded
within “Other income”, was $66 million and $104 hah during the three months ended March 31, 20112013, respectively.

Other Trading Account Assets

The following table sets forth the composition led t'Other trading account assets” as of the datdisated:

March 31, 2014

December 31, 201

Amortized Amortized
Fair Fair
Cost Value Cost Value
(in millions)

Shor-term investments and cash equivale 124 $ 12¢ $ 10t $ 10¢€
Fixed maturities 5,54¢ 5,64 4,65: 4,72
Equity securitie: 991 1,11z 1,051 1,17
Other 3 8 3 7
Subtotal 6,66 6,89 $ 5,812 6,01:
Derivative instrument 1,127 44C
Total other trading account ass $8,021 $6,45:

The net change in unrealized gains/(losses) frérerdtading account assets, excluding derivatinsguments, still held at period end,
recorded within “Other income”, was $26 million add4 million during the three months ended MarchZi14 and 2013, respectively.

Concentrations of Financial Instruments
The Company monitors its concentrations of finanaistruments on an on-going basis, and mitigateditrisk by maintaining a
diversified investment portfolio which limits expog to any one issuer.

As of both March 31, 2014 and December 31, 20l8Cbmpany’s exposure to concentrations of cresktaf single issuers greater than
10% of the Company’s stockholders’ equity includedurities of the U.S. government, certain U.S.egoment agencies and certain securities
guaranteed by the U.S. government, as well asaiterisies disclosed below.

March 31, 2014 December 31, 201.
Amortized Amortized
Fair Fair
Cost Value Cost Value
(in millions)
Investments in Japanese government and governmeng@ncy securities:
Fixed maturities, availak-for-sale $60,89¢  $66,95¢  $59,77'  $65,38¢
Fixed maturities, he-to-maturity 934 1,06: 91¢ 1,03
Trading account assets supporting insurance liggs 47C 47¢ 451 45¢
Other trading account assi 39 3¢9 38 39
Shor-term investment 0 0 0 0
Cash equivalent 382 382 107 107
Total $62,72! $68,92: $61,28: $67,02¢
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Investments in South Korean government and governnm agency securities
Fixed maturities, availak-for-sale

Fixed maturities, he-to-maturity

Trading account assets supporting insurance liegds

Other trading account assi

Shor-term investment

Cash equivalent

Total

Commercial Mortgage and Other Loans

March 31, 2014

December 31, 201

Amortized Amortized
Fair Fair
Cost Value Cost Value
(in millions)
$ 6,76( $7,40¢ $ 6,672 $7,271
0 0 0 0
61 62 61 61
0 0 0 0
0 0 0 0
0 0 0 0
$ 6,821 $7,471 $ 6,73 $7,33¢

The Company’s commercial mortgage and other loems@mprised as follows, as of the dates indicated:

Commercial and agricultural mortgage loans by propety type:
Office
Retalil
Apartments/Muli-Family
Industrial
Hospitality
Other
Total commercial mortgage loa
Agricultural property loan
Total commercial and agricultural mortgage loanpltoperty type
Valuation allowanct
Total net commercial and agricultural mortgage by property typ
Other loans:
Uncollateralized loan
Residential property loar
Other collateralized loar
Total other loan:
Valuation allowanct
Total net other loan
Total commercial mortgage and other loan:

(1) Includes loans held at fair valt

17

March 31, 2014

December 31, 201

Amount % of Amount % of
(in millions) Total (in millions) Total
$ 8,17( 20.2% $ 7,762 19.%
8,64¢ 21.4 8,69¢ 22.5
8,351 20.7 7,492 19.2
7,531 18.€ 7,39( 18.¢
2,05: 5.1 2,05( 5.2
3,54: 8.€ 3,464 8.¢
38,30¢ 94.¢ 36,85¢ 94.4
2,15¢€ 5.2 2,18 5.€
40,46¢ 100.(% 39,03¢ 100.(%
(200) (195)
40,26" 38,84«
1,28¢ 1,30¢
52¢ 544
331 33t
2,14¢ 2,18¢
(19 (22)
2,127 2,164
$ 42,39. $ 41,00¢
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The commercial mortgage and agricultural propexéink are geographically dispersed throughout thet)States, Canada and Asia \
the largest concentrations in California (26%), Néovk (10%), and Texas (8%) at March 31, 2014.

Activity in the allowance for losses for all commial mortgage and other loans, as of the datesaieti, is as follows:

Allowance for losses, beginning of ye
Addition to / (release of) allowance of los:
Chargeoffs, net of recoverie

Change in foreign exchan

Total ending balanc

Allowance for losses, beginning of ye

Addition to / (release of) allowance of
losses

Chargeoffs, net of recoverie

Change in foreign exchan

Total ending balanc

March 31, 2014

Commercial Agricultural Residentia Other
Collateralized Uncollateralized
Mortgage Property Property
Loans Loans Loans Loans Loans Total
(in millions)

$ 18¢ $ 7 $ 6 3 $ 12 $21¢€

5 0 0 0 0 5
0 0 0 2 0 2

0 0 0 0 0 0

$ 192 $ 7 $ 6 $ 1 $ 12 $21¢

December 31, 201
Commercial Agricultural Residentia Other
Collateralized Uncollateralized
Mortgage Property Property
Loans Loans Loans Loans Loans Total
(in millions)

$ 20¢ $ 20 $ 11 $ 12 $ 17 $26¢
12 (7) () 9) 2 9)
(33) (6) 0 0 0 (39
0 0 2 0 €) ©)

$ 18¢€ $ 7 $ 6 $ 3 $ 12 $21¢€
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The following tables set forth the allowance foedit losses and the recorded investment in comaler@rtgage and other loans as of
dates indicated:

March 31, 2014

Commercial Agricultural Residentia Other
Collateralized Uncollateralized
Mortgage Property Property
Loans Loans Loans Loans Loans Total
(in millions)

Allowance for Credit Losses:
Ending balance: individually evaluated for

impairment $ 19 $ 0 $ 0 $ 1 $ 0 $ 2C
Ending balance: collectively evaluated for

impairment 174 7 6 0 12 19¢
Ending balance: loans acquired with

deteriorated credit qualit 0 0 0 0 0 0
Total ending balanc $ 19: $ 7 $ 6 $ 1 $ 12 $ 2i¢
Recorded Investment:(1)
Ending balance gross of reserves: individua

evaluated for impairmet $ 38 $ 5 $ 0 $ 4 $ 2 $ 39¢
Ending balance gross of reserves: collectively

evaluated for impairmel 37,92« 2,151 52¢ 327 1,287 42,21t
Ending balance gross of reserves: loans

acquired with deteriorated credit qual 0 0 0 0 0 0
Total ending balance, gross of reset $ 38,30¢ $ 2,15¢ $ 52¢ $ 331 $ 1,28¢ $42,61:

(1) Recorded investment reflects the balance sheaticgvalue gross of related allowan

19



Table of Contents

PRUDENTIAL FINANCIAL, INC.

Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

December 31, 201

Commercial Agricultural Residentia Other
Collateralized Uncollateralized
Mortgage Property Property
Loans Loans Loans Loans Loans Total
(in millions)

Allowance for Credit Losses:
Ending balance: individually evaluated for

impairment $ 16 $ 0 $ 0 $ 3 $ 0 $ 19
Ending balance: collectively evaluated fo

impairment 17z 7 6 0 12 197
Ending balance: loans acquired with

deteriorated credit qualit 0 0 0 0 0 0
Total ending balanc $ 18¢ $ 7 $ 6 $ 3 $ 12 $ 21€
Recorded Investment:(1)
Ending balance gross of reserves:

individually evaluated for impairmel $ 42¢ $ 5 $ 0 $ 7 $ 2 $ 44c:
Ending balance gross of reserves:

collectively evaluated for impairme 36,42 2,17¢ 544 32¢ 1,30¢ 40,78:
Ending balance gross of reserves: loans

acquired with deteriorated credit qual 0 0 0 0 0 0
Total ending balance, gross of reset $ 36,85¢ $ 2,18¢ $ 544 $ 33t $ 1,30¢ $41,22:

(1) Recorded investment reflects the balance shesaticgvalue gross of related allowan:
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Impaired loans include those loans for which fhrisbable that all amounts due will not be colleaedording to the contractual terms of
the loan agreement. Impaired commercial mortgageo#tmer loans identified in management’s specéigew of probable loan losses and the
related allowance for losses, as of the datesateli; are as follows:

March 31, 2014

Average
Unpaid Recorded
Principal Investment Interest
Recorded Related Before Income
Investment(1 Balance Allowance Allowance(2) Recognized(3
(in millions)

With no related allowance recorded:
Commercial mortgage loal $ 25 $ 26 $ 0 $ 29 $ 0
Agricultural property loan 5 5 0 5 0
Residential property loar 0 0 0 0 0
Other collateralized loar 0 0 0 0 0
Uncollateralized loan 0 2 0 0 0

Total with no related allowanc $ 30 $ 33 $ 0 $ 34 $ 0
With an allowance recorded:
Commercial mortgage loal $ 50 $ 51 $ 19 $ 52 $ 0
Agricultural property loan 0 0 0 0 0
Residential property loar 0 0 0 0 0
Other collateralized loar 3 3 0 4 0
Uncollateralized loan 0 0 0 0 0

Total with related allowanc $ 53 $ 54 $ 19 $ 56 $ 0
Total:
Commercial mortgage loal $ 75 $ 77 $ 19 $ 81 $ 0
Agricultural property loan 5 5 0 5 0
Residential property loar 0 0 0 0 0
Other collateralized loar 3 3 0 4 0
Uncollateralized loan 0 2 0 0 0

Total $ 83 $ 87 $ 19 $ 90 $ 0

(1) Recorded investment reflects the balance sheaticgvalue gross of related allowan
(2) Average recorded investment represents the avefabe beginnin-of-period and er-of-period balance:
(3) The interest income recognized is for the -to-date of income regardless of when the impairmectsimed.
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December 31, 201

Average
Unpaid Recorded
Principal Investment Interest
Recorded Related Before Income
Investment(1 Balance Allowance Allowance(2) Recognized(3
(in millions)

With no related allowance recorded:
Commercial mortgage loal $ 33 $ 33 $ 0 $ 30 $ 1
Agricultural property loan 5 5 0 2 0
Residential property loar 0 0 0 0 0
Other collateralized loar 0 0 0 0 0
Uncollateralized loan 0 2 0 0 0

Total with no related allowanc $ 38 $ 40 $ 0 $ 32 $ 1
With an allowance recorded:
Commercial mortgage loal $ 54 $ 55 $ 16 $ 121 $ 1
Agricultural property loan 0 0 0 10 0
Residential property loar 0] 0 0 0 0
Other collateralized loar 5 5 3 8 3
Uncollateralized loan 0 0 0 0 0

Total with related allowanc $ 59 $ 60 $ 19 $ 13¢ $ 4
Total:
Commercial mortgage loal $ 87 $ 88 $ 16 $ 151 $ 2
Agricultural property loan 5 5 0 12 0
Residential property loar 0 0 0 0 0
Other collateralized loar 5 5 3 8 3
Uncollateralized loan 0 2 0 0 0

Total $ 97 $ 10C $ 19 $ 171 $ 5

(1) Recorded investment reflects the balance shesaticgvalue gross of related allowan:
(2) Average recorded investment represents the avefabe beginnin-of-period and all subsequent quarterly-of-period balance:
(3) The interest income recognized is for the -to-date of income regardless of when the impairmectsimed.

The net carrying value of commercial and other $dagld for sale by the Company as of March 31, 20idtiDecember 31, 2013, was
$124 million and $158 million, respectively. In #ilese transactions, the Company pre-arrangeg thiditsell the loan to an investor. As of
both March 31, 2014 and December 31, 2013, ah®@ompany’s commercial and other loans held fier ware collateralized, with collateral
primarily consisting of office buildings, retail gerties, apartment complexes and industrial bugjsli

22



Table of Contents
PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

The following tables set forth the credit qualityglicators as of March 31, 2014, based upon thededdnvestment gross of allowance
for credit losses.

Commercial mortgage loans

Debt Service Coverage Rat—March 31, 2014

Greater than Less thar
1.2X 1.0X to <1.2) 1.0X Total
(in millions)

Loan-to-Value Ratio

09%-59.99% $ 19,39: $ 64¢ $ 28¢ $20,32¢
60%-69.99% 11,67« 447 79 12,19¢
70%-79.99% 4,21: 482 26E 4,96(
Greater than 80¢ 47€ 154 19E 82t
Total commercial mortgage loa $ 35,75¢ $  1,72¢ $ 82¢ $38,30¢

Agricultural property loans

Debt Service Coverage Rat—March 31, 2014

Greater than Less thar
1.2X 1.0X to <1.2> 1.0X Total
(in millions)

Loan-to-Value Ratio

0%-59.99% $ 2,00t $ 137 $ 0 $2,14:
60%-69.99% 14 0 0 14
70%-79.99% 0 0 0 0
Greater than 80¢ 0 0 0 0
Total agricultural property loar $ 2,01¢ $ 137 $ 0 $2,15¢
Total commercial and agricultural mortgage loans

Debt Service Coverage Rat—March 31, 2014
Greater than Less thar
1.2X 1.0X to <1.2> 1.0X Total
(in millions)

Loan-to-Value Ratio

0%-59.99% $ 21,39 $ 78t $ 28¢ $22,47:
60%-69.99% 11,68¢ 442 79 12,20¢
70%-79.99% 4,21: 482 26& 4,96(
Greater than 80¢ 47€ 154 19t 82t
Total commercial and agricultural mortgage lo $ 37,77 $ 1,862 $ 82¢ $40,46"
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The following tables set forth the credit qualitylicators as of December 31, 2013, based uporetieeded investment gross of

allowance for credit losses.

Commercial mortgage loans

Loan-to-Value Ratio
09%-59.99%
60%-69.99%
70%-79.99%
Greater than 80¢

Total commercial mortgage loa

Agricultural property loans

Loan-to-Value Ratio
09%-59.99%
60%-69.99%
70%-79.99%
Greater than 80¢

Total agricultural property loar

Total commercial and agricultural mortgage loans

Loan-to-Value Ratio
0%-59.99%
60%-69.99%
70%-79.99%
Greater than 80¢

Total commercial and agricultural mortgage lo
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Debt Service Coverage Rat—December 31, 201
Greater than Less thar

1.2X 1.0X to <1.2) 1.0X Total
(in millions)

$ 19,08¢ $ 597 $ 17¢ $19,86¢

11,10: 37¢ 95 11,57¢
4,00t 427 21€ 4,64%
32¢ 173 27¢ 77s

$ 34,52( $ 1571 $ 76 $36,85¢

Debt Service Coverage Rat—December 31, 201

Greater than Less thar
1.2X 1.0X to <1.2X 1.0X Total
(in millions)
$ 2,02 $ 137 $ 0 $2,16(
23 0 0 23
0 0 0 0
0 0 0 0
$ 2,04¢ $ 137 $ 0 $2,18:
Debt Service Coverage Rat—December 31, 201
Greater than Less thar
1.2X 1.0X to <1.2X 1.0X Total
(in millions)

$ 21,110 $ 734 $ 17¢ $22,02¢

11,12« 37¢ 95 11,59¢
4,00t 427 21¢€ 4,64%
32t 17¢ 27¢ 773

$ 36,56¢ $  1,70¢ $ 76 $39,03¢
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The following tables provide an aging of past dommercial mortgage and other loans as of the dadésated, based upon the recorded
investment gross of allowance for credit lossesyeltas the amount of commercial mortgage loanaaraccrual status as of the dates
indicated.

March 31, 2014

Total
Commercial

Greater Greater Non

Than 90 Than 90 Total Pas! Mortgage Accrual
30-59 Day: 60-89 Day: Days - Days -Not and other
Current Past Due Past Due Accruing Accruing Due Loans Status
(in millions)
Commercial mortgage loai $38,24¢  $ 27 % 0 0 3 $ 61 $3830¢ $ 70
Agricultural property loan 2,15¢ 0 0 0 1 1 2,15¢ 2
Residential property loar 50z 10 5 0 9 24 52€ 9
Other collateralized loar 331 0 0 0 0 0 331 3
Uncollateralized loan 1,28¢ 0 0 0 0 0 1,28¢ 3
Total $42,52¢ $ 37 $ 5 $ 0 $ 4 $ 86 $ 42,61 $ 87
December 31, 201
Total
Commercial

Greater Greater Non

Than 90 Than 90 Total Pasi Mortgage Accrual
30-59 Day: 60-89 Day: Days - Days -Not and other
Current Past Due Past Due Accruing Accruing Due Loans Status
(in millions)

Commercial mortgage loal $36,82: $ 16 $ 0 $ 0 $ 19 $ 35 $ 36,85¢ $ 154
Agricultural property loan 2,182 0 0 0 1 1 2,18: 2
Residential property loar 52C 11 3 0 10 24 544 10
Other collateralized loar 334 0 0 0 1 1 33t 5
Uncollateralized loan 1,30¢ 0 0 0 0 0 1,30¢ 2
Total $41,16: $ 27 $ 3 $ 0 $ 31 $ 61 $ 41,22: $ 17z

See Note 2 to the Company’s Consolidated Finaistetements included in the Annual Report on ForAK I6r the year ended
December 31, 2013, for further discussion regardimgaccrual status loans.

For the three months ended March 31, 2014, there m@new commercial mortgage and other loans esdjubther than those through
direct origination. Additionally, there were no comarcial mortgage and other loans sold, other thase classified as held-for-sale. For the
three months ended March 31, 2013, there were 8iflliBn of commercial mortgage and other loans a@ql other than those through direct
origination. Additionally, there were no commeraiabrtgage and other loans sold, other than thessified as held-for-sale.

The Company’s commercial mortgage and other loaas aocasionally be involved in a troubled debtregtring. As of March 31,
2014 and December 31, 2013, the Company had ndis@grt commitments to fund to borrowers that haeen involved in a troubled debt
restructuring. During the three months ended M&1h2014 and 2013, respectively, there were notneubled debt restructurings related to
commercial mortgage loans, and no payment defanltiommercial mortgage and other loans that wemified as a troubled debt
restructuring within the 12 months preceding eadpective period. For additional information relgtio the accounting for troubled debt
restructurings, see Note 2 to the Company’s Codiatddd Financial Statements included in the Annegdd®t on Form 10-K for the year ended
December 31, 2013.
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Net Investment Incomi
Net investment income for the three months endectMal, 2014 and 2013, was from the following searc

Three Months Ended

March 31,
2014 2013

(in millions)
Fixed maturities, availak-for-sale $2,617 $ 2,651
Fixed maturities, he-to-maturity 40 31
Equity securities, availak-for-sale 84 78
Trading account asse 25¢ 23¢
Commercial mortgage and other loi 49¢ 49(C
Policy loans 154 14¢
Shor-term investments and cash equivale 9 10
Other lon¢-term investment 34z 13z
Gross investment incon 4,002 3,77¢
Less: investment expens (169 (147
Net investment incom $ 3,83¢ $ 3,63¢

Realized Investment Gains (Losses), |
Realized investment gains (losses), net, for theetmonths ended March 31, 2014 and 2013, weretfmerfollowing sources:

Three Months Ended

March 31,
2014 2013

(in millions)
Fixed maturities $ 257 $ 53
Equity securitie: 85 77
Commercial mortgage and other lo: 8 13
Investment real esta 0 0]
Joint ventures and limited partnersh 1 (0]
Derivatives(1) (145) (870
Other 2 5
Realized investment gains (losses), $ 20¢ $ (729

(1) Includes the offset of hedged items in qualifyifigetive hedge relationships prior to maturity emination.
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Net Unrealized Gains (Losses) on Investments byeA§dass
The table below presents net unrealized gainssél®) on investments by asset class as of theiddieated:

March 31, December 31
2014 2013
(in millions)

Fixed maturity securities on which an OTTI loss hasn recognize $ 194 $ 11C
Fixed maturity securities, availa-for-sale—all other 22,29¢ 18,02¢
Equity securities, availak-for-sale 2,90( 2,901
Derivatives designated as cash flow hedge (47%) (44¢)
Other investments(Z 9 4
Net unrealized gains (losses) on investm $24,92¢ $ 20,60«

(1) See Note 14 for more information on cash flow hed
(2) As of March 31, 2014, includes $14 million @ftrunrealized losses on held-to-maturity securttias were previously transferred from availabledale. Also includes net unrealized
gains on certain joint ventures that are strategiature and are included“Other asset”

Duration of Gross Unrealized Loss Positions for Feg Maturities and Equity Securitie

The following table shows the fair value and groseesalized losses aggregated by investment categayength of time that individual
fixed maturity securities and equity securitieséneen in a continuous unrealized loss positionf #se dates indicated:

March 31, 2014

Less than twelve months Twelve months or more Total
Gross Gross Gross
Unrealized Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses
(in millions)
Fixed maturities(1)
U.S. Treasury securities and obligations of U.Segoment
authorities and agenci $ 1641 $ 23 % 7 % 1 $ 164 $ 24
Obligations of U.S. states and their political Sutsions 1,024 55 46 5 1,07C 6C
Foreign government boni 3,20: 19C 677 49 3,88( 23¢
Corporate securitie 21,09: 731 14,10 1,29¢ 35,19¢ 2,02¢
Commercial mortga¢-backed securitie 2,702 69 72€ 38 3,42¢ 107
Asse-backed securitie 2,43: 17 2,38( 20¢€ 4,817 22¢
Residential mortgac-backed securitie 1,25:% 18 184 4 1,435 22
Total $33,34 $ 1,108 $18,12/ $ 1,601 $51,47: $ 2,70/
Equity securities, available-for-sale $ 591 % 0 $ 1 $ 0 $ 592 % 4C

(1) Includes $174 million of fair value and $22 milliofigross unrealized losses at March 31, 2014gounrgies classified as heto-maturity, a portion of which are not reflected i@&I.
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December 31, 201

Less than twelve months Twelve months or more Total
Gross Gross Gross
Unrealized Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses
(in millions)
Fixed maturities(1)
U.S. Treasury securities and obligations of U.Segoment
authorities and agenci $391 $ 95 % 6 % 1 $ 391¢ % 9€
Obligations of U.S. states and their political sutzions 1,18 12¢ 43 8 1,23( 137
Foreign government boni 3,26( 211 43¢ 55 3,69¢ 26¢€
Corporate securitie 29,57« 1,61¢ 14,09« 1,81« 43,66¢ 3,43:
Commercial mortga¢-backed securitie 4,26 12¢ 60E 35 4,87 162
Asse-backed securitie 3,001 42 2,55¢ 274 5,56: 31¢€
Residential mortga¢-backed securitie 1,59( 34 23¢ 7 1,82¢ 41
Total $46,79¢ $ 2,25i $17,98: $ 2,19/ $64,77¢ $ 4,45]
Equity securities, available-for-sale $ 58 $ 24 $ 1 $ 0 $ 587 % 24

(1) Includes $210 million of fair value and $24 linih of gross unrealized losses at December 313,201 securities classified as held-to-maturitgpetion of which are not reflected in
AOCI.

The gross unrealized losses on fixed maturity seesiiat March 31, 2014 and December 31, 2013¢camgosed of $2,519 million and
$4,178 million related to high or highest qualigcarities based on the National Association of lasoe Commissioners (“NAIC”) or
equivalent rating and $185 million and $274 millioalated to other than high or highest qualityusities based on NAIC or equivalent rating,
respectively. At March 31, 2014, the $1,601 millmfrgross unrealized losses of twelve months oremegre concentrated in the consumer nol
cyclical, utility, and capital goods sectors of thempany’s corporate securities. At December 3132¢the $2,194 million of gross unrealized
losses of twelve months or more were concentrat@dmnsumer non-cyclical, utility, and capital gosestors of the Company’s corporate
securities. In accordance with its policy describietote 2 to the Company’s Consolidated FinanStakements included in its 2013 Annual
Report on Form 10-K, the Company concluded thatdjnstment to earnings for other-than-temporaryaimmpents for these securities was not
warranted at March 31, 2014 or December 31, 20h8s@& conclusions are based on a detailed anafytsie anderlying credit and cash flows
on each security. The gross unrealized lossesramanily attributable to foreign currency exchangée movements, general credit spread
widening and increased liquidity discounts. At MaB1, 2014, the Company does not intend to selbdoarities and it is not more likely than
not that the Company will be required to sell thewsities before the anticipated recovery of imaming amortized cost basis.

At March 31, 2014, $15 million of the gross unreetl losses on equity securities represented dedlinealue of greater than 20%, all of
which had been in that position for less than sbonths. At December 31, 2013, $4 million of the groarealized losses on equity securities
represented declines in value of greater than 20096f which had been in that position for lesstisix months. In accordance with its policy
described in Note 2 to the Company’s Consolidatedritial Statements included in its 2013 Annualdepn Form 10-K, the Company
concluded that an adjustment for other-than-tenmganapairments for these equity securities waswatranted at March 31, 2014 or
December 31, 2013.

28



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

5. VARIABLE INTEREST ENTITIES

In the normal course of its activities, the Companters into relationships with various specialjpge entities and other entities that are
deemed to be variable interest entities (“VIE&VIE is an entity that either (1) has equity intas that lack certain essential characteristic
a controlling financial interest (including the ktyito control activities of the entity, the obéitjon to absorb the entity’expected losses and
right to receive the entity’s expected residualmes) or (2) lacks sufficient equity to financedtsn activities without financial support
provided by other entities, which in turn wouldédagected to absorb at least some of the expectsddmf the VIE.

If the Company determines that it is the VIE's fpary beneficiary” it consolidates the VIE. There aurrently two models for
determining whether or not the Company is the “priyrbeneficiary” of a VIE. The first (the “InvestmeCompany Model”) relates to those
VIEs that have the characteristics of an investraentpany and for which certain other conditionstare. These conditions are that (1) the
Company does not have the implicit or explicit ghtion to fund losses of the VIE and (2) the Vi@ a securitization entity, asset-backed
financing entity or an entity that was formerly sa@ered a qualified special-purpose entity. In thedel the Company is the primary
beneficiary if it stands to absorb a majority of MIE's expected losses or to receive a majoritthefVIE’s expected residual returns.

For all other VIEs, the Company is the primary by if the Company has (1) the power to dirdet activities of the VIE that most
significantly impact the economic performance @& émtity and (2) the obligation to absorb lossethefentity that could be potentially
significant to the VIE or the right to receive bétsefrom the entity that could be potentially sijrant.

Consolidated Variable Interest Entities

The Company is the investment manager of certaietasacked investment vehicles (commonly referoeaktcollateralized loan
obligations, or “CLOs") and certain other vehicfeswhich the Company earns fee income for investmeanagement services, including
certain investment structures in which the Compsuagset management business invests with oth@westors in investment funds referred to
as feeder funds. The Company sells or syndicatesiments through these vehicles, principally asqfehe strategic investing activity of the
Company’s asset management businesses. Additiotiay\Company may invest in securities issued bgahvehicles. CLOs raise capital by
issuing debt securities, and use the proceedsrthase investments, typically interest-bearingrfaial instruments. The Company has
analyzed these relationships and determined thakitain CLOs and other investment structures thé primary beneficiary and consolidates
these entities. This analysis includes a revied pthe Company’s rights and responsibilities ag#iment manager, (2) fees received by the
Company and (3) other interests (if any) held ly@ompany. The assets of these VIEs are restiéectddnust be used first to settle liabilitie
the VIE. The Company is not required to provided has not provided, material financial or otherprarpto any of these VIEs.

Additionally, the Company is the primary benefigiaf certain VIEs in which the Company has investeipart of its investment
activities, but for which it is not the investmenanager. These include structured investmentsddsyi@ VIE that manages yen-denominated
investments coupled with cross-currency coupon srgapements thereby creating synthetic dual cuyrenvestments. The Company’s
involvement in the structuring of these investmeamsmbined with its economic interest indicates thatCompany is the primary beneficiary.
The Company has not provided material financiapsupor other support that was not contractualfyuieed to these VIEs.
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The table below reflects the carrying amount ardriz®e sheet caption in which the assets and fiesilof consolidated VIEs are

reported. The liabilities primarily comprise obligas under debt instruments issued by the VIEsahanon-recourse to the Company. The
creditors of these VIE do not have recourse tddbmpany in excess of the assets contained witleiivik.

Consolidated VIE's for
Which the Company is the

Investment Manager Other Consolidated VIE's
March 31, December 31 March 31, December 31

2014 2013 2014 2013

(in millions)

Fixed maturities, availak-for-sale $ 64 $ 68 $ 112 $ 10¢
Fixed maturities, he-to-maturity 0 0 88¢ 871
Trading account assets supporting insurance liegs 0] 0 11 11
Other trading account assi 4,68¢ 3,83 0 0
Commercial mortgage and other lo: 13 23 30C 30C
Other lon¢-term investment 0 0 92 87
Cash and cash equivalel 583 56€ 4 (©)]
Accrued investment incorn 23 19 4 4
Other asset 20¢ 132 0 0
Total assets of consolidated VI $ 5,57¢ $  4,64( $ 1,40:° $ 1,37¢
Notes issued by consolidated VI $ 4,101 3,30z 0 0
Other liabilities 651 631 1 1
Total liabilities of consolidated VIE $ 4,752 $ 3,93 $ 1 $ 1

As included in the table above, notes issued bgalaated VIEs are classified in the line item ba Consolidated Statements of
Financial Position titled, “Notes issued by condated VIEs.” Recourse is limited to the assetfefrespective VIE and does not extend to the
general credit of Prudential Financial. As of MaB&®h 2014, the maturities of these obligations veeter five years.

In addition, not reflected in the table above, @mnpany has created a trust that is a VIE, toifatel Prudential Insurance’s Funding
Agreement Notes Issuance Program (“FANIP”). Thettissues medium-term notes secured by fundingeageats issued to the trust by
Prudential Insurance with the proceeds of suchsndtiee trust is the beneficiary of an indemnityesgnent with the Company that provides
the Company is responsible for costs related tottes issued with limited exception. As a reghlt, Company has determined that it is the
primary beneficiary of the trust, which is theref@monsolidated.

The funding agreements represent an intercompangdction that is eliminated upon consolidationwEheer, in recognition of the
security interest in such funding agreements, rih&t’'s medium-term note liability of $2,381 milliat both March 31, 2014 and December 31,
2013, is classified within “Policyholders’ accolnglances.” Creditors of the trust have recourdertmential Insurance if the trust fails to make
contractual payments on the medium-term notes.Cdrapany has not provided material financial or ouoport to the trust that was not
contractually required.

Unconsolidated Variable Interest Entities

The Company has determined that it is not the psirbaneficiary of certain VIEs for which it is tievestment manager. These VIEs
consist primarily of investment funds for which t8empany utilizes the
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Investment Company Model to assess consolidaticnolingly, the Company has determined that ibistne primary beneficiary of these
entities because it does not stand to absorb arityagd the VIE's expected losses or to receiveaarity of the VIE's expected residual
returns. For all other investment structures, tbem@any has determined that it is not the primangefieiary as it does not have both (1) the
power to direct the activities of the VIE that meggnificantly impact the economic performancetaf entity and (2) the obligation to absorb
losses of the entity that could be potentially gigant to the VIE or the right to receive benefitsm the entity that could be potentially
significant. The Company’s maximum exposure to lessllting from its relationship with unconsolidatéIEs for which it is the investment
manager is limited to its investment in the VIE&ieh was $455 million and $489 million at March 2014 and December 31, 2013,
respectively. These investments are reflected ixetFmaturities, available-for-sale,” “Other tragiaccount assets, at fair value” and “Other
long-term investments.” The fair value of assets ethin these unconsolidated VIEs was $9,021ionlland $9,426 million as of March 31,
2014 and December 31, 2013, respectively. Theraati@bilities associated with these unconsolidatéeEs on the Company’s balance sheet.

In the normal course of its activities, the Compuaiilyinvest in joint ventures and limited partnkigs. These ventures include hedge
funds, private equity funds and real estate-relitads and may or may not be VIEs. The Company’simam exposure to loss on these
investments, both VIEs and non-VIEs, is limitediie amount of its investment. The Company has aéted that it is not required to
consolidate these entities because either (1)eis sot control them or (2) it does not have thégakibn to absorb losses of the entities that
could be potentially significant to the entitiestle right to receive benefits from the entitiesttbould be potentially significant. The Company
classifies these investments as “Other long-terastments” and its maximum exposure to loss assutigith these entities was $7,258
million and $7,244 million as of March 31, 2014 dnelcember 31, 2013, respectively.

In addition, in the normal course of its activitidge Company will invest in structured investmentduding VIEs for which it is not the
investment manager. These structured investmepitsatly invest in fixed income investments and ax@naged by third parties and include
asset-backed securities, commercial mortgage-bas@dtities and residential mortgage-backed séesirithe Compang’ maximum exposul
to loss on these structured investments, both ¥Hgsnon-VIEs, is limited to the amount of its inweent. See Note 4 for details regarding the
carrying amounts and classification of these as3$&s Company has not provided material financaiatber support that was not contractually
required to these structures. The Company hasrdigted that it is not the primary beneficiary ofgkestructures due to the fact that it does no
control these entities.

6. CLOSED BLOCK

On the date of demutualization, Prudential Insueaestablished a Closed Block for certain individifalinsurance policies and annuities
issued by Prudential Insurance in the U.S. Therdszbassets and liabilities were allocated to tlosétl Block at their historical carrying
amounts. The Closed Block forms the principal congmt of the Closed Block Business.

The policies included in the Closed Block are sfpettiindividual life insurance policies and indivial annuity contracts that were in fo
on the effective date of the Plan of Reorganizatind for which Prudential Insurance is currentlyipg or expects to pay experience-based
policy dividends. Assets have been allocated talosed Block in an amount that has been deterntmedoduce cash flows which, together
with revenues from policies included in the Clogdock, are expected to be sufficient to supportgattions and liabilities relating to these
policies, including provision for payment of bengficertain expenses, and taxes and to provideoftinuation of the policyholder dividend
scales in effect in 2000, assuming experience lyidgrsuch scales continues. To the extent thaty e, cash flows from the assets alloc
to the Closed Block and claims and other experiealeged to the Closed Block are, in the aggregatee or less favorable than what
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was assumed when the Closed Block was establisttatidividends paid to Closed Block policyholderay be greater than or less than the
total dividends that would have been paid to thpdeyholders if the policyholder dividend scalasiffect in 2000 had been continued. Any
cash flows in excess of amounts assumed will b#adla for distribution over time to Closed Blockljizyholders and will not be available to
stockholders. If the Closed Block has insufficiemds to make guaranteed policy benefit payments) payments will be made from assets
outside of the Closed Block. The Closed Block wilhtinue in effect as long as any policy in thegelb Block remains in force unless, with the
consent of the New Jersey insurance regulatay tériminated earlier.

The excess of Closed Block Liabilities over Clog#dck Assets at the date of the demutualizatiofju&idd to eliminate the impact of
related amounts in AOCI) represented the estima@dmum future earnings at that date from the Gld3leck expected to result from
operations attributed to the Closed Block aftepine taxes. In establishing the Closed Block, them@any developed an actuarial calculation
of the timing of such maximum future earnings.dfual cumulative earnings of the Closed Block frimeeption through the end of any given
period are greater than the expected cumulativeregs, only the expected earnings will be recoghinencome. Any excess of actual
cumulative earnings over expected cumulative egemill represent undistributed accumulated easattributable to policyholders, which
are recorded as a policyholder dividend obligatidme policyholder dividend obligation representsants to be paid to Closed Block
policyholders as an additional policyholder dividamless otherwise offset by future Closed Blockgenance that is less favorable than
originally expected. If the actual cumulative eags of the Closed Block from its inception throul end of any given period are less that
expected cumulative earnings of the Closed Bldak,Gompany will recognize only the actual earningacome. However, the Company may
reduce policyholder dividend scales, which wouldrttended to increase future actual earnings thilactual cumulative earnings equaled the
expected cumulative earnings.

As of March 31, 2014 and December 31, 2013, the fizmy recognized a policyholder dividend obligatodi$986 million and $887
million, respectively, to Closed Block policyholdefor the excess of actual cumulative earnings theeexpected cumulative earnings.
Additionally, accumulated net unrealized investmgains that have arisen subsequent to the estatdisthof the Closed Block have been
reflected as a policyholder dividend obligatiorsd{457 million and $3,624 million at March 31, 2044d December 31, 2013, respectively, to
be paid to Closed Block policyholders unless offsefuture experience, with an offsetting amoumioréed in AOCI. See the table below for
changes in the components of the policyholder éivitlobligation for the three months ended March2814.
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Closed Block Liabilities and Assets designatecheo€losed Block, as well as maximum future earntndse recognized from Closed
Block Liabilities and Closed Block Assets, are alfofvs:

March 31, December 31
2014 2013
(in millions)
Closed Block Liabilities
Future policy benefit $50,07 $ 50,25¢
Policyholder’ dividends payabl 93¢ 907
Policyholder’ dividend obligatior 5,44: 4,511
Policyholder’ account balance 5,34t 5,35¢
Other Closed Block liabilitie 4,924 4,281
Total Closed Block Liabilitie: 66,72« 65,31¢
Closed Block Asset:
Fixed maturities, availak-for-sale, at fair valu 39,96¢ 39,16¢
Other trading account assets, at fair v 277 291
Equity securities, availak-for-sale, at fair valu 3,94z 3,88¢
Commercial mortgage and other lo: 9,02¢ 8,76:
Policy loans 4,971 5,01:
Other lon¢-term investment 2,13¢ 2,08t
Shor-term investment 1,328 1,79(
Total investment 61,64: 60,99
Cash and cash equivalel 1,07C 544
Accrued investment incon 554 54z
Other Closed Block asse 51€ 29¢
Total Closed Block Asse 63,78: 62,37¢
Excess of reported Closed Block Liabilities oveo$&ld Block Asset 2,94: 2,94(
Portion of above representing accumulated othepcehensive income
Net unrealized investment gains (loss 4,44 3,61¢
Allocated to policyholder dividend obligatic (4,459 (3,629
Future earnings to be recognized from Closed Bhedets and Closed Block Liabiliti $ 2,93t $ 2,931

Information regarding the policyholder dividendightion is as follows:
Three Months Endec

March 31, 2014

(in millions)
Balance, January $ 4,511
Impact from earnings allocable to policyholder detd obligatior 99
Change in net unrealized investment gains (loss&s)ated to policyholder dividend obligati 833
Balance, March 3 $ 5,44
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Closed Block revenues and benefits and expenselddahree months ended March 31, 2014 and 2018 as=follows:

Revenues
Premiums
Net investment incom

Realized investment gains (losses),

Other income

Total Closed Block revenut

Benefits and Expenses
Policyholder’ benefits

Interest credited to policyhold¢ account balance
Dividends to policyholder
General and administrative expen

Total Closed Block benefits and expen
Closed Block revenues, net of Closed Block benafii$ expenses, before income taxes and discontinue:

operations
Income tax expense (bene!

Closed Block revenues, net of Closed Block benafii$ expenses and income taxes, before discontinue:

operations

Income from discontinued operations, net of te
Closed Block revenues, net of Closed Block benafii$ expenses, income taxes and discontinued apes

7. EQUITY

Three Months Ended

2014

(in millions)

$ 63¢
721
13t

15
1,51(

2013

$ 647
707

9€

1C

1,46(

81t
34
50¢
11¢
1,471

(17)
(16)

[@N6) ]

%
(3]

The Company has outstanding two classes of commogk:she Common Stock and the Class B Stock. Hamges in the number of
shares issued, held in treasury and outstandingsaf@lows for the periods indicated:

Common Stock

Held In
Issued Treasury Outstanding
(in millions)
Balance, December 31, 20 660.1 199.( 461.]
Common Stock issue 0.C 0.C 0.¢
Common Stock acquire 0.C 2.9 (2.9
Stoclk-based compensation programs 0.C (2.2) 2.2
Balance, March 31, 201 660.1 199.7 460.4

(1) Represents net shares issued from treasury pursudmg Compar’s stocl-based compensation progre
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Issued and

Outstanding

2.C
0.C
0.C

0.C
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In June 2013, Prudential Financial's Board of Dioes authorized the Company to repurchase at mamaés discretion up to $1.0
billion of its outstanding Common Stock from July2D13 through June 30, 2014. As of March 31, 201@million shares of the Company'’s
Common Stock were repurchased under this authamzat a total cost of $750 million, of which 2.9llion shares were repurchased in the
first three months of 2014 at a total cost of $&%&llion.

The timing and amount of share repurchases arendigied by management based upon market conditioth®ther considerations, and
repurchases may be effected in the open markeudhrderivative, accelerated repurchase and otfgtiated transactions and through
prearranged trading plans complying with Rule 1@&-under the Exchange Act. Numerous factors cafikett the timing and amount of any
future repurchases under the share repurchaseriaatiun, including increased capital needs of@oenpany due to changes in regulatory
capital requirements, opportunities for growth acduisitions, and the effect of adverse market itmms on the segments.

Accumulated Other Comprehensive Income (Loss)
The balance of and changes in each component afualated other comprehensive income (loss) atatida to Prudential Financial,
Inc.” for the three months ended March 31, 2014 2018 are as follows:

Accumulated Other Comprehensive Income (Loss) Attbutable to
Prudential Financial, Inc.

Pension and Total
Postretirement Accumulated
Foreign Currency Net Unrealized Unrecognized Ne Other
Investment Gains Comprehensive
Translation Periodic Benefit
Adjustment (Losses)(1, (Cost) Income (Loss)
(in millions)
Balance, December 31, 20 $ (113 $ 10,34« $ (1,550 $ 8,681
Change in other comprehensive income be
reclassification: 73 3,40( 1 3,47¢
Amounts reclassified from AOC 0 (332) 22 (310
Income tax benefit (expens (27) (1,010 (10 (1,049
Balance, March 31, 201 $ (67 $ 12,40: $ (1,539 $ 10,79¢
Accumulated Other Comprehensive Income (Loss) Attbutable to
Prudential Financial, Inc.
Pension and Total
Postretirement Accumulated
Foreign Currency Net Unrealized Unrecognized Ne Other

Investment Gains

Comprehensive

Translation Periodic Benefit
Adjustment (Losses)(1 (Cost) Income (Loss)
(in millions)
Balance, December 31, 20 $ 92¢ $ 11,40: $ (2,119 $ 10,21«
Change in other comprehensive income be
reclassification: (902) 4,45; 19 3,56¢
Amounts reclassified from AOC 1 174 31 (142)
Income tax benefit (expens 26¢ (1,479 (18 (1,229
Balance, March 31, 201 $ 29€ $ 14,20¢ $ (2,089 $ 12,41¢

(1) Includes cash flow hedges of $(475) million &§d46) million as of March 31, 2014 and Decemkier2d13, respectively, and $(79) million and $(26ifljion as of March 31, 2013

and December 31, 2012, respectivi
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Reclassifications out of Accumulated Other Compreiséze Income (Loss

Three Months Ended

March 31, Affected line item in Consolidated Statement
2014 2013 of Operations
(in millions)
Amounts reclassified from AOCI (1)(2
Foreign currency translation adjustme
Foreign currency translation adjustm: $ 0 $ @ Realized investment gains (losses),
Total foreign currency translation adjustm 0 (@D}
Net unrealized investment gains (loss
Cash flow hedge—Interest Ratt (6) (4) 3)
Cash flow hedge—Currency/Interest rai 4 (18) 3)
Net unrealized investment gains (losses) on avaiab
for-sale securitie 34z 13C
Net unrealized investment gains (los—all other 0 66
Total net unrealized investment gains (los: 332 174 (4)
Amortization of defined benefit pension iter
Prior service cos 6 6 (5)
Actuarial gain (loss (28) (37) (5)
Total amortization of defined benefit pension ite (22) (37)
Total reclassifications for the peri $ 31C $ 14z

(1) Allamounts are shown before te

(2) Positive amounts indicate gains/benefits reclas$ifiut of AOCI. Negative amounts indicate lossestfcreclassified out of AOC

(3) See Note 14 for additional information on cash fleedges

(4) See table below for additional information ameglized investment gains (losses), includingrigact on deferred policy acquisition and othetsofsiture policy benefits and
policyholder’ dividends.

(5) See Note 10 for information on employee benefihgl

Net Unrealized Investment Gains (Losst

Net unrealized investment gains and losses onitiesuslassified as available-for-sale and certdher long-term investments and other
assets are included in the Company’s Unauditediint€onsolidated Statements of Financial Positi@a @aomponent of AOCI. Changes in
these amounts include reclassification adjustmenésclude from “Other comprehensive income (lo$ls@se items that are included as part o
“Net income” for a period that had been part ofti€tcomprehensive income (loss)” in earlier peridde amounts
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for the periods indicated below, split between antsuelated to fixed maturity securities on which@T Tl loss has been recognized, and all
other net unrealized investment gains and lossegsafollows:

Net Unrealized Investment Gains and Losses on Fiegdrity Securities on which an OTTI loss has besognized

Deferred Policy Accumulated
Acquisition Other

Costs, Deferrec Comprehensive
Sales Future Policy Income (Loss)
Inducements, Benefits and Deferred Related To Ne!

Net Unrealized and Value of Policyholders’ Income Tax Unrealized

Gains (Losses) O Business Account Policyholder¢’ (Liability) Investment
Investments Acquired Balances Dividends Benefit Gains (Losses

(in millions)

Balance, December 31, 20 $ 11C $ (5) $ 4 $ 64 $ (60) $ 11z

Net investment gains (losse

on investments arising

during the periot 65 (23 42
Reclassification adjustment f

(gains) losses included in

net income 18 (6) 12
Reclassification adjustment f

OTTI losses excluded from

net income(1 1 0 1
Impact of net unrealized

investment (gains) losses

deferred policy acquisition

costs, deferred sales

inducements and value of

business acquire 0 0 0]
Impact of net unrealized

investment (gains) losses

future policy benefits and

policyholders’ account

balance: 2 1 Q)
Impact of net unrealized

investment (gains) losses

policyholder! dividends (7€) 27 (49
Balance, March 31, 201 $ 194 $ (5) $ 2 $ (12) $ (62) $ 11¢

(1) Represent“transfers i” related to the portion of OTTI losses recognizedrduthe period that were not recognized in earsiiag securities with no prior OTTI los
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PRUDENTIAL FINANCIAL, INC.

All Other Net Unrealized Investment Gains and LesseAOCI

Balance, December 31, 20

Net investment gains (losses)
investments arising during the
period

Reclassification adjustment for
(gains) losses included in net
income

Reclassification adjustment for
OTTI losses excluded from net
income(2)

Impact of net unrealized investme
(gains) losses on deferred poli
acquisition costs, deferred sale
inducements and value of
business acquire

Impact of net unrealized investment
(gains) losses on future policy
benefits and policyholders’
account balance

Impact of net unrealized investme
(gains) losses on policyholders
dividends

Balance, March 31, 201

Net Unrealized
Gains (Losses) o

Investments(1)
$ 20,49¢

4,58¢
(350)

(1)

$ 24,73:

Deferred Policy

Acquisition
Costs, Deferrec
Sales Future Policy
Inducements, Benefits and
and Value of Policyholders’
Business Account Policyholders’
Acquired Balances Dividends
(in millions)
$ (719 $ (679 $ (3,699
(137)
(282)
(75€)
$ (856) $ (969 $ (4450

(1) Includes cash flow hedges. See Note 14 for infopnain cash flow hedge
(2) Represent“transfers ol” related to the portion of OTTI losses recognizedrdythe period that were not recognized in eamifog securities with no prior OTTI los

8. EARNINGS PER SHARE

Accumulated
Other
Comprehensive
Income (Loss)

Deferred Related To Ne!
Income Tax Unrealized
(Liability) Investment
Benefit Gains (Losses
$ 517) $ 10,23
(1,549 3,04¢
12z (227)
0 1)
48 (89
10C (1879)
264 (492)
$ (6,180 $ 12,28

The Company has outstanding two separate classgsrohon stock. The Common Stock reflects the peréoice of the Financial

Services Businesses and the Class B Stock refleefserformance of the Closed Block Business. Adiogty, earnings per share is calculated
separately for each of these two classes of conrstomk.

Net income for the Financial Services Businessestlam Closed Block Business is determined in a@mwed with U.S. GAAP and
includes general and administrative expenses ctidogeach of the respective businesses based @othpany’s methodology for the
allocation of such expenses. Cash flows betweefithencial Services Businesses and the Closed Baskness related to administrative

expenses are determined by a policy
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servicing fee arrangement that is based upon insarand policies in force and statutory cash premiuro the extent reported administrative
expenses vary from these cash flow amounts, tiiereifces are recorded, on an after tax basisyast @iquity adjustments to the equity
balances of the businesses. The direct equity tmdgs modify the earnings available to each otttheses of common stock for earnings per
share purposes.
Common Stock

A reconciliation of the numerators and denominatdrthe basic and diluted per share computationthithree months ended March 31
is as follows:

Three Months Ended March 31,

2014 2013
Weighted Weighted
Per Share Per Share
Average Average
Income Shares Amount Income Shares Amount

(in millions, except per share amounts
Basic and diluted earnings per share(1
Income (loss) from continuing operations attriblgeto the Financial

Services Business: $1,23:2 $(7017)
Direct equity adjustmer 2 4
Less: Income (loss) attributable to noncontrolliniggrests 11 35
Less: Dividends and undistributed earnings allat&departicipating

unvested sha-based payment awar 11 2

Income (loss) from continuing operations attriblgeto the Financial
Services Businesses available to holders of ComBtock after
direct equity adjustmel $1,20¢ 460.¢ $ 2.6z $(739 464.5 $ (1.5%)

Effect of dilutive securities and compensation progams(1)
Add: Dividends and undistributed earnings allocdatefarticipating

unvested sha-based payment awa—Basic $ 11 $ 2
Less: Dividends and undistributed earnings allat&departicipating

unvested sha-based payment awa—Diluted 11 2
Stock options
Deferred and lor-term compensation prograr
Exchangeable Surplus Not 4
Diluted earnings per share(1,
Income (loss) from continuing operations attriblgato the Financial

Services Businesses available to holders of ComBtock after

direct equity adjustmel $1,217 4705 $ 258 $(739) 464.5 $ (1.5%)

0.C
0.C

o w
DN~

(1) For the three months ended March 31, 2013, htedhaverage shares for basic earnings per shalsisised for calculating diluted earnings pereshacause dilutive shares and
dilutive earnings per share are not applicable wahkrss from continuing operations
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reported. As a result of the loss from continuipgmtions available to holders of Common Stockr afiieect equity adjustment for the three monthseehillarch 31, 2013, all potential
stock options and compensation programs were ceresicantidilutive

Unvested share-based payment awards that contafarfetable rights to dividends are participatsggurities and included in the
computation of earnings per share pursuant towbectass method. Under this method, earnings ofthancial Services Businesses
attributable to Prudential Financial, Inc. are edited between Common Stock and the participatirag@dsy as if the awards were a second clas
of stock. During periods of income from continuimygerations available to holders of Common Stoografirect equity adjustment, the
calculation of earnings per share excludes thenirgcattributable to participating securities in thenerator and the dilutive impact of these
securities from the denominator. In the event e§lfsom continuing operations available to holagr€ommon Stock after direct equity
adjustment, undistributed earnings are not allactdgarticipating securities and the denominaxatugles the dilutive impact of these
securities as they do not share in the losseseo€timpany. Undistributed earnings allocated ta@péting unvested share-based payment
awards for the three months ended March 31, 20d2at3, as applicable, were based on 4.3 milli@has million of such awards,
respectively, weighted for the period they werestariding.

Stock options and shares related to deferred argdtierm compensation programs that are considertidilative are excluded from the
computation of dilutive earnings per share. Stquftoms are considered antidilutive based on apfidicaf the treasury stock method or in the
event of loss from continuing operations availgbl@olders of Common Stock after direct equity atfjuent. Shares related to deferred and
long-term compensation programs are considerediknive in the event of loss from continuing op@as available to holders of Common
Stock after direct equity adjustment. For the thremths ended March 31, 2014 and 2013, the nunflstock options and shares related to
deferred and long-term compensation programs tkeg wonsidered antidilutive and were excluded filoencomputation of diluted earnings
per share, weighted for the portion of the pertaytwere outstanding, are as follows:

Three Months Ended March 31,

2014 2013
Exercise
Price Exercise Price
Shares Per Share Shares Per Share

(in millions, except per share amounts, based on vghted average)

Antidilutive stock options based on applicatiorttoé

treasury stock methc 2.C $ 90.3¢ 13.4 $ 69.4-
Antidilutive stock options due to loss from confiimg

operations available to holders of Common Stocbraft

direct equity adjustmet 0.C 7.C
Antidilutive shares due to loss from continuing @t®ns

available to holders of Common Stock after direptity

adjustmen 0.

Total antidilutive stock options and sha 2.

(@]

5.
25

[EEN

(@]

m

In September 2009, the Company issued $500 mitif@urplus notes with an interest rate of 5.36%arerum which are exchangeable a
the option of the note holders for shares of Com@®tmtk. The initial exchange rate for the surplogea was 10.1235 shares of Common S
per each $1,000 principal amount of surplus natés;h represents an initial exchange price peresbaCommon Stock of $98.78; however,
the exchange rate is subject to customary anttidiltadjustments. In calculating diluted earnings ghare under the if-converted method, the
potential shares that would be issued assumingathgtical exchange, weighted for the period thesiare outstanding, are added to the
denominator, and interest expense, net of taxdded to the numerator, if the overall effect isitivle.
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Prudential Financial may, at its option, at anyetirsubject to a notification period, exchange atstanding shares of Class B Stock into
such number of shares of Common Stock as havegre@aie average market value equal to 120% ofgheassed fair market value of the
outstanding shares of Class B Stock. Holders of<CaStock will be permitted to convert their slsaséClass B Stock into such number of
shares of Common Stock as have an aggregate avamget value equal to 100% of the appraised fairket value of the outstanding shares
of Class B Stock in the holdersole discretion, beginning on January 1, 201@adier upon certain specified events. Any conearsnay hav
a dilutive effect on holders of Common Stock.

Class B Stock

Income from continuing operations per share of €B$Stock for the three months ended March 31persented below. There are no
potentially dilutive shares associated with thes€IB Stock.

Three Months Ended March 31,

2014 2013
Weightec Weighted
Per Per
Average Share Average Share
Income Shares Amount Income Shares Amount

(in millions, except per share amounts

Basic earnings per shar¢
Income (loss) from continuing operations attriblgetb the Closed

Block Busines: $ 13 $ 15
Less: Direct equity adjustme (2 4
Income (loss) from continuing operations attriblgetb the Closed

Block Business available to holders of Class B K#fter direct

equity adjustmer $ 15 2.C $ 7.5C $ 11 2.C $ 5.5

9. SHORT-TERM AND LONG-TERM DEBT
Short-term Debt
The table below presents the Company’s short-tesiot ds of the dates indicated:

March 31, December 31
2014 2013
(in millions)
Commercial papel
Prudential Financie $ 22¢ $ 19C
Prudential Funding, LL( 747 46C
Subtotal commercial pap 973 65C
Other notes payab 31¢€ 0
Current portion of lon-term debt(1 2,73( 2,01¢
Total shor-term debt(2 $ 4,01¢ $ 2,66¢
Supplemental shc-term debt information
Portion of commercial paper borrowings due overn $ 502 $ 46€
Daily average commercial paper outstanc $ 1,14 $ 1,30¢
Weighted average maturity of outstanding commerager, in day 22 18
Weighted average interest rate on outstanding-term debt(3 0.21% 0.17%
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(1) Includes limited and nc-recourse borrowings of Prudential Holdings, LLGiktttable to the Closed Block Business of $75 wnillat both March 31, 2014 and December 31, 2
(2) Includes Prudential Financial debt of $2,778 millend $1,721 million at March 31, 2014 and Decen3ie2013, respectivel
(3) Excludes the current portion of Ic-term debt

Commercial Paper

Prudential Financial has a commercial paper progrtman authorized capacity of $3.0 billion. Protial Financial’'s commercial paper
borrowings have been generally used to fund thé&iwgrcapital needs of Prudential Financial's sulasids and provide short-term liquidity at
Prudential Financial.

Prudential Funding, LLC (“Prudential Funding”), &aelly-owned subsidiary of Prudential Insurance, a@®mmercial paper program
with an authorized capacity of $7.0 billion. PrutlenFunding commercial paper borrowings generhllye served as an additional source of
financing to meet the working capital needs of Bni@l Insurance and its subsidiaries. Prudentialding also lends to other subsidiaries of
Prudential Financial up to limits agreed with theviNJersey Department of Banking and Insurance (‘OBD). Prudential Funding maintain:
support agreement with Prudential Insurance wheRehgential Insurance has agreed to maintain Ptizdi€unding’s tangible net worth at a
positive level. Additionally, Prudential Financlas issued a subordinated guarantee covering Rraldénnding’s $7.0 billion commercial
paper program.

Federal Home Loan Bank of New York

Prudential Insurance is a member of the Federalédooan Bank of New York (“FHLBNY’). Membership alls Prudential Insurance
access to the FHLBNY's financial services, inclgthe ability to obtain collateralized loans andssue collateralized funding agreements.
Under applicable law, the funding agreements issa¢kde FHLBNY have priority claim status above tiblders of Prudential Insurance.
FHLBNY borrowings and funding agreements are cetiized by qualifying mortgage-related assets &. Ureasury securities, the fair value
of which must be maintained at certain specifiele relative to outstanding borrowings. FHLBNY nimrship requires Prudential Insurance
to own member stock and borrowings require thelmse of activity-based stock in an amount equdl3ét of outstanding borrowings. Under
FHLBNY guidelines, if Prudential Insurance’s fingacstrength ratings decline below A/A2/A Stable ®§P/Moody’s/Fitch, respectively, and
the FHLBNY does not receive written assurances filoenNJDOBI regarding Prudential Insurance’s sotyemew borrowings from the
FHLBNY would be limited to a term of 90 days orde€urrently there are no restrictions on the tefimorrowings from the FHLBNY.

NJDOBI permits Prudential Insurance to pledge tetk to the FHLBNY in an amount of up to 5% ofptsor year-end statutory net
admitted assets, excluding separate account aBsetsd on Prudential Insurance’s statutory net tieidhassets as of December 31, 2013, the
5% limitation equates to a maximum amount of pledagsets of $8.6 billion and an estimated maximamolwing capacity (after taking into
account required collateralization levels) of apgmaately $7.2 billion, of which $2.2 billion was ttanding. Nevertheless, FHLBNY
borrowings are subject to the FHLBNY'’s discretionddo the availability of qualifying assets at Rential Insurance.

As of March 31, 2014, Prudential Insurance had gieidassets with a fair value of $2.7 billion supipgraggregate outstanding
collateralized advances and collateralized fundigigeements. As of March 31, 2014, an outstandingraze of $0.3 billion is in “Long-term
debt” and matures in December 2015 and outstarfdimdjng agreements, totaling $1.9 billion are imed in “Policyholders’ account
balances.” The fair value of qualifying assets thate available to Prudential Insurance but nodgdel amounted to $3.3 billion as of
March 31, 2014.
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Federal Home Loan Bank of Boston

Prudential Retirement Insurance and Annuity ComgaRRIAC”) is a member of the Federal Home Loan BafhBoston (“FHLBB”).
Membership allows PRIAC access to collateralizegchades which will be classified in “Short-term dett “Long-term debt,” depending on
the maturity date of the obligation. PRIAC’s mendhép in FHLBB requires the ownership of member ktaad borrowings from FHLBB
require the purchase of activity-based stock iamount between 3.0% and 4.5% of outstanding bormgsvilepending on the maturity date of
the obligation. As of March 31, 2014, PRIAC hadanlvances outstanding under the FHLBB facility.

Under Connecticut state insurance law, withoutathier consent of the Connecticut Insurance Departithe amount of assets insurers
may pledge to secure debt obligations is limitethtolesser of 5% of prior-year statutory admitiedets or 25% of prior-year statutory surplus
resulting in a maximum borrowing capacity for PRIAGder the FHLBB facility of approximately $0.2Imh, none of which was outstanding
as of March 31, 2014.

Credit Facilities
The Company’s syndicated, unsecured committed tciaellities at March 31, 2014 are as follow:

Original Expiration
Borrower Term Date Capacity Outstanding
(in millions)
Prudential Financial(1 5-yeal Nov-201¢ $2,00( $ 0
Prudential Financial and Prudential Funding 3-yeal Nov-201¢ 1,75(C 0
$3,75( $ 0

(1) In November 2013, amendments to these facilitiésneled their terms by approximately 2 years. Theration dates above reflect that extens

The above credit facilities may be used for genesgborate purposes, including as backup liquiftitthe Company’s commercial paper
programs discussed above. As of March 31, 2014e there no outstanding borrowings under eitheritfadility. Prudential Financial expec
that it may continue to borrow under the five-yeaadit facility from time to time to fund its womkg capital needs and those of its subsidiarie:
In addition, up to $300 million of the five-yearfity may be drawn in the form of standby lettef<redit that can be used to meet the
Company’s operating needs.

The credit facilities contain representations atadranties, covenants and events of default that@s®mary for facilities of this type;
however, borrowings under the facilities are natto@ent on the Company’s credit ratings nor sutiieeaterial adverse change clauses.
Borrowings under the credit facilities are condigd on the continued satisfaction of other custgrmanditions, including the maintenance at
all times of consolidated net worth, relating te tbompany’s Financial Services Businesses onlgt tfast $18,985 million, which for this
purpose is calculated as U.S. GAAP equity, excludi®@Cl and excluding equity of noncontrolling irgsts. As of March 31, 2014, the
consolidated net worth of the Company’s Financali£es Businesses exceeded the minimum amouriteddo borrow under the credit
facilities.

Put Option Agreement for Senior Debt Issuance

In November 2013, Prudential Financial entered atenyear put option agreement with a Delaware trusnupe completion of the st
of $1.5 hillion of trust securities by that Delawdrust in a Rule 144A private
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placement. The trust invested the proceeds frorsdheof the trust securities in a portfolio ofrgipal and interest strips of U.S. Treasury
securities. The put option agreement provides PrtimleFinancial the right to sell to the trust ayaime up to $1.5 billion of 4.419% senior
notes due November 2023 and receive in exchangeesponding amount of the principal and interegps of the U.S. Treasury securities
held by the trust. In return, the Company agrequbipa semi-annual put premium to the trust ategtl.777% per annum applied to the
unexercised portion of the put option. The putaptigreement with the trust provides Prudentiahi@mal with a source of liquid assets.

The put option described above will be exercisddraatically in full upon the Company’s failure taake certain payments to the trust,
such as paying the put option premium or reimbgr#ire trust for its expenses, if the Company’wufailto pay is not cured within 30 days, and
upon an event involving its bankruptcy. The Compmglso required to exercise the put option itiiesolidated stockholders’ equity,
calculated in accordance with GAAP but excluding@{(falls below $7 billion, subject to adjustmentdertain cases. The Company has a on
time right to unwind a prior voluntary exercisetbé put option by repurchasing all of the senidesdhen held by the trust in exchange for
principal and interest strips of U.S. Treasury sites. Finally, any of the 4.419% senior noted fRaidential Financial issues may be redee
prior to their maturity at par or, if greater, akmavhole price, following a voluntary exercise udl fof the put option.

Long-term Debt

There were no material issuances, maturities @mgdions of long-term debt during the first quade014. For further information on
the Company’s long-term debt obligations, see Ndtéo the Consolidated Financial Statements indudehe Company’s Annual Report on
Form 10-K for the year ended December 31, 2013.

10. EMPLOYEE BENEFIT PLANS

Pension and Other Postretirement Plal

The Company has funded and non-funded non-contrijputefined benefit pension plans, which cover ttiglly all of its employees.
For some employees, benefits are based on finehgeearnings and length of service, while benfditether employees are based on an
account balance that takes into considerationsageice and earnings during their career.

The Company provides certain health care andrgearance benefits for its retired employees, theireficiaries and covered dependents
(“other postretirement benefits”). The health galen is contributory; the life insurance plan isyrmntributory. Substantially all of the
Company’s U.S. employees may become eligible teivecmther postretirement benefits if they retiiteraage 55 with at least 10 years of
service or under certain circumstances after aggittOat least 20 years of continuous service.
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Net periodic (benefit) cost included in “Generatladministrative expenses” includes the followiegnponents:

Three Months Ended March 31,
Other Postretirement

Pension Benefits Benefits
2014 2013 2014 2013
(in millions)

Components of net periodic (benefit) cost

Service cos $ 59 $ 65 $ 4 $ 4
Interest cos 12C 11C 24 22
Expected return on plan ass 177 (192) (29 (22)
Amortization of prior service co: 3 (©)] 3 3
Amortization of actuarial (gain) loss, r 21 23 7 14
Settlement: 1 0 0 0]
Special termination benefi 0 2 0 0
Net periodic (benefit) co: $ 21 $ 5 $ 3 $ 16

11. SEGMENT INFORMATION
Segments

The Company has organized its principal operatiotwsthe Financial Services Businesses and thee@lB$ock Business. Within the
Financial Services Businesses, the Company opdfatasggh three divisions, which together encomsasseportable segments. Businesses
that are not sufficiently material to warrant separdisclosure and divested businesses are inclndedrporate and Other operations within
Financial Services Businesses. Collectively, theinmsses that comprise the three operating divdsaoid Corporate and Other are referred
the Financial Services Businesses.

Adjusted Operating Income

In managing the Financial Services BusinesseCtmpany analyzes the operating performance of sagiment using “adjusted
operating income.” Adjusted operating income dagsaguate to “income (loss) from continuing openasi before income taxes and equity in
earnings of operating joint ventures” or “net ina@¥nas determined in accordance with U.S. GAAP bihé measure of segment profit or loss
used by the Company to evaluate segment perfornarttallocate resources, and consistent with aitétive guidance, is the measure of
segment performance presented below. Adjusted tipgliacome is calculated by adjusting each segiméimcome (loss) from continuing
operations before income taxes and equity in egsnirfi operating joint ventures” for the followirntgins, which are described in greater detail
below:

* realized investment gains (losses), net, and kblettarges and adjustments;

* netinvestment gains and losses on trading ac@sagets supporting insurance liabilities and chaigezgperience-rated
contractholder liabilities due to asset value clesr,

» the contribution to income/loss of divested bussesshat have been or will be sold or exited, iiclg businesses that have been
placed in wind down status, but that did not qydiifr “discontinued operatio” accounting treatment under U.S. GAAP;

* equity in earnings of operating joint ventures aadhings attributable to noncontrolling interests.
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These items are important to an understanding efadivresults of operations. Adjusted operatingime is not a substitute for income
determined in accordance with U.S. GAAP, and them@any’s definition of adjusted operating income rdéfer from that used by other
companies. However, the Company believes thatrbseptation of adjusted operating income as med$arenanagement purposes enhance
the understanding of results of operations by lgling the results from ongoing operations anduheerlying profitability factors of the
Financial Services Businesses.

Realized investment gains (losses), net, and reldteharges and adjustments
Realized investment gains (losses),

Adjusted operating income excludes “Realized inwesit gains (losses), net,” except for certain itelescribed below. Significant
activity excluded from adjusted operating incomgudes impairments and credit-related gains angefrom sales of securities, the timing of
which depends largely on market credit cycles arthvary considerably across periods, and inteatstrelated gains and losses from sales of
securities, which are largely subject to the Compfsadiscretion and influenced by market opport@stias well as the Company’s tax and
capital profile. Additionally, certain gains and$®s pertaining to derivative contracts that dagnalify for hedge accounting treatment are
excluded from adjusted operating income. Trendkérunderlying profitability of the Company’s busgses can be more clearly identified
without the fluctuating effects of these transattio

The following table sets forth the significant canpnts of “Realized investment gains (losses), tiett’ are included in adjusted
operating income and, as a result, are reflectedipstments to “Realized investment gains (lossest) for purposes of calculating adjusted
operating income:

Three Months Ended

March 31,
2014(1) 2013(1)
(in millions)
Net gains (losses) fron
Terminated hedges of foreign currency earn $ 78 $ 36
Current period yield adjustmer $ 124 $ 10z
Principal source of earninq $ 14 $ 26

(1) In addition to the items in the table abovegéiRzed investment gains (losses), net, and retdtathes and adjustments” also includes an adjnstineeflect “Realized investment
gains (losses), n” related to divested businesses as resu“Divested business”, discussed belov

Terminated Hedges of Foreign Currency Earningse amounts shown in the table above primarilyertfthe impact of an intercompany
arrangement between Corporate and Other operatimhthe International Insurance segment, pursoanhich the non-U.S. dollar-
denominated earnings in all countries for a paldicyear, including its interim reporting periodse translated at fixed currency exchange i
The fixed rates are determined in connection withuir@ency hedging program designed to mitigaterigiethat unfavorable rate changes will
reduce the segment’s U.S. dollar equivalent eamiRgrsuant to this program, the Company’s Corpaaatl Other operations may execute
forward currency contracts with third parties ttl fee net exposure of projected earnings fromttéeged currency in exchange for U.S. do
at a specified exchange rate. The maturities afetloentracts correspond with the future periodsgtiith the identified non-U.S. dollar-
denominated earnings are expected to be genefidtede contracts do not qualify for hedge accountimder U.S. GAAP, so the resulting
profits or losses are recorded in “Realized investhgains (losses), nei’hen the contracts are terminated in the samegérat the expecte
earnings emerge, the resulting positive or negatagh flow effect is included in adjusted operatimpme.
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Current Period Yield AdjustmeniBhe Company uses interest rate and currency swabether derivatives to manage interest and
currency exchange rate exposures arising from nidrea between assets and liabilities, includingtiom mismatches. For derivative
contracts that do not qualify for hedge accountiegtment, the periodic swap settlements, as walkatain other derivative related yield
adjustments are recorded in “Realized investmeimisg#osses), net”, and are included in adjusteztaing income to reflect the after-hedge
yield of the underlying instruments. In certaintarxes, when these derivative contracts are tetedra offset before their final maturity, t
resulting realized gains or losses are recognizedljusted operating income over periods that gélgeapproximate the expected terms of the
derivatives or underlying instruments in orderddjusted operating income to reflect the after-leeglgld of the underlying instruments.
Included in the amounts shown in the table abogegains on certain derivatives contracts that wenmainated or offset before their final
maturity of $18 million for both the three monthsded March 31, 2014 and 2013. Additionally, as afrth 31, 2014, there was a $410 million
deferred net gain related to certain derivativetizants that were terminated or offset before tfieal maturity, primarily in the International
Insurance segment.

Principal Source of Earningd.he Company conducts certain activities for whiealized investment gains and losses are a principal
source of earnings for its businesses and therafohaded in adjusted operating income, particylarithin the Company’s Asset Management
segment. For example, Asset Management's straiteggsting business makes investments for saleratisgtion to other investors or for
placement or co-investment in the Company’s man&greds and structured products. The realized imvest gains and losses associated with
the sale of these strategic investments, as we#lated derivative results, are a principal attifor this business and included in adjusted
operating income. In addition, the realized investtrgains and losses associated with loans orgginay the Company’s commercial mortgage
operations, as well as related derivative resultsratained mortgage servicing rights, are a poalcactivity for this business and included in
adjusted operating income.

Other items reflected as adjustments to Realizetestment gains (losses), net

The following table sets forth certain other iteexsluded from adjusted operating income and reftbels an adjustment to “Realized
investment gains (losses), net” for purposes afudating adjusted operating income:

Three Months Ended

March 31,
2014 2013
(in millions)
Net gains (losses) fron
Other trading account ass: $ 22 $ 4¢
Foreign currency exchange moveme $ 231 $ (2,46Y)
Other activities $ 4 $ 111

Other Trading Account Assefthe Company has certain investments in its ge@a@unt portfolios that are classified as tradirfgese
trading investments are carried at fair value aietbided in “Other trading account assets, at fain&” on the Company’s statements of
financial position. Realized and unrealized gaimd l@sses for these investments are recorded ingtdbcome.” Consistent with the exclusion
of realized investment gains and losses with regpemther investments managed on a consistens lthsi net gains or losses on these
investments are excluded from adjusted operatiognme.

Foreign Currency Exchange Movemeritee Company has certain assets and liabilities/foch, under U.S. GAAP, the changes in
value, including those associated with changesrigidn currency exchange rates during the peri@dreorded in “Other income.” To the
extent the foreign currency exposure on these saaset liabilities is economically hedged or congdepart of the Company’s capital funding
strategies for its
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international subsidiaries, the change in valutuohed in “Other income” is excluded from adjustgut@ting income. The amounts in the table
above are largely driven by non-yen denominatedrargce liabilities in the Company’s Japanese immgaperations. The insurance liabilities
are supported by investments denominated in carreBpg currencies, including a significant portiesignated as available-for-sale. While
these non-yen denominated assets and liabilites@nomically hedged, under U.S. GAAP, unrealgaids and losses on available-for-sale
investments, including those arising from foreigimnrency exchange rate movements, are recordeddauulated other comprehensive
income (loss),” while the non-yen denominated liibs are remeasured for foreign currency exchange rate movesnand the related char

in value is recorded in earnings within “Other inta” Due to this non-economic volatility that idleeted in U.S. GAAP earnings, the change
in value recorded within “Other income” is excludeaim adjusted operating income.

Other ActivitiesThe Company excludes certain other items from &eljusperating income that are consistent with sind@bjustments
described above. The significant items within othetivities shown in the table above included tilkoWwing:

In connection with disputes arising out of the Gkag1 bankruptcy petition filed by Lehman Brothei@dings Inc., the Company
previously recorded losses related to a portioitsafounterparty exposure on derivative transastibhad previously held with Lehman
Brothers and its affiliates. In the first quartef2014 and 2013, the Company recorded $7 milliweh $117 million, respectively in estimated
recoveries related to this matter, which is recdndéhin “Other income” within the Company’s Corpte and Other operations. Consistent
with the exclusion of credit-related losses recdribe’Realized investment gains (losses), nitd impact of this estimated recovery is exclt
from adjusted operating income.

The Company records valuation adjustments for renfepmance risk that relates to the uncollaterdligertion of certain derivative
contracts between a subsidiary of the Company laindi parties and liquidity risk associated withte@r derivatives. These adjustments are
recorded within “Other income.” Consistent with #xclusion of the mark-to-market on derivativesoréed in “Realized investment gains
(losses), net”, the impact of these risks is exatuftom adjusted operating income. The net imphthese risks was to exclude from adjusted
operating income net losses of $2 million for bitihd three months ended March 31, 2014 and 2013.

Related charge

Charges that relate to realized investment gaiddasses are also excluded from adjusted operatomgne, and include the following:

e The portion of the amortization of deferred polagquisition costs, value of business acquired, unegbrevenue reserves and
deferred sales inducements for certain productsshralated to net realized investment gains asdds

» Policyholder dividends and interest credited tdgylolders’ account balances that relate to cefifsirpolicies that pass back certain
realized investment gains and losses to the pasicgn, and reserves for future policy benefitsdertain policies that are affected by
net realized investment gains and los

* Market value adjustments paid or received uponndraotholder’s surrender of certain of the Comparayinuity products as these
amounts mitigate the net realized investment gaiingsses incurred upon the disposition of the dgihg invested asset
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Investment gains and losses on trading account asssupporting insurance liabilities and changes iexperience-rated contractholder
liabilities due to asset value changes

Certain products included in the Retirement andrhtional Insurance segments are experieaiest in that investment results associ
with these products are expected to ultimatelyweto contractholders. The majority of investmesutgporting these experience-rated product
are classified as trading and are carried at fdire; with realized and unrealized gains and lossgarted in “Other incomeTo a lesser exter
these experience-rated products are also suppaytddrivatives and commercial mortgage and othemdoThe derivatives are carried at fair
value, with realized and unrealized gains and kssported in “Realized investment gains (losses); The commercial mortgage and other
loans are carried at unpaid principal, net of undired discounts and an allowance for losses, géiins and losses on sales and changes in tl
valuation allowance for commercial mortgage anaotbans reported in “Realized investment gainssgs), net.”

Adjusted operating income excludes net investmairtsgand losses on trading account assets supgparsiarance liabilities, which is
consistent with the exclusion of realized investthrgains and losses with respect to other investergumiporting insurance liabilities managed
on a consistent basis. In addition, to be consistéth the historical treatment of charges relatedealized investment gains and losses on
investments, adjusted operating income also exsltltechange in contractholder liabilities duegsed value changes in the pool of
investments (including changes in the fair valueamhmercial mortgage and other loans) supportiegdatexperienceted contracts, which a
reflected in “Interest credited to policyholderscaunt balances.” These adjustments are in additiime exclusion from adjusted operating
income of net investment gains and losses on thgetkderivatives and commercial mortgage and ddzers througliRealized investment
gains (losses), net, and related charges and adljeists” as discussed above. The result of this approatiaisadjusted operating income for
these products includes net fee revenue and intgpesad the Company earns on these experienakaaéracts, and excludes changes in fait
value of the pool of investments, both realized anckalized, that are expected to ultimately actoube contractholders.

Divested businesses

The contribution to income/loss of divested bussessthat have been or will be sold or exited, iiclg businesses that have been place
in wind down, but that did not qualify for “discamtied operations” accounting treatment under U/&SAB, are excluded from adjusted
operating income as the results of divested buséseare not relevant to understanding the Compamgjeing operating results.

Equity in earnings of operating joint ventures andearnings attributable to noncontrolling interests

Equity in earnings of operating joint ventures,copre-tax basis, are included in adjusted operatiogme as these results are a principal
source of earnings. These earnings are reflecteddu$. GAAP basis on an after-tax basis as a aphine on the Company’s Unaudited
Interim Consolidated Statements of Operations.

Earnings attributable to noncontrolling intereses excluded from adjusted operating income. Eamatyibutable to noncontrolling
interests represents the portion of earnings fronsalidated entities that relates to the equitgradts of minority investors, and are reflecte
a U.S. GAAP basis as a separate line on the Congpbaimaudited Interim Consolidated Statements ofr@gpens.
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The summary below reconciles adjusted operatingniecbefore income taxes for the Financial Serniesinesses to income from

continuing operations before income taxes and gguieéarnings of operating joint ventures:

Adjusted Operating Income before income taxes fvaffcial Services Businesses by Segm
Individual Annuities
Retiremen
Asset Managemet
Total U.S. Retirement Solutions and Investment M@naent Divisior
Individual Life
Group Insuranc
Total U.S. Individual Life and Group Insurance Bioin
International Insuranc
Total International Insurance Divisic
Corporate Operatior
Total Corporate and Oth
Adjusted Operating Income before income taxes fioaficial Services Business
Reconciling items
Realized investment gains (losses), net, and ced@gistment
Charges related to realized investment gains ()seet
Investment gains (losses) on trading account asaefsorting insurance liabilities, r
Change in experien-rated contractholder liabilities due to asset valange:
Divested businesst
Equity in earnings of operating joint ventures aagnings attributable to noncontrolling intere
Income (loss) from continuing operations befor@me taxes and equity in earnings of operating jeémtures for
Financial Services Business
Income from continuing operations before incomesaand equity in earnings of operating joint vesguor Closed
Block Busines:
Income (loss) from continuing operations beforeme taxes and equity in earnings of operating jeémtures

Three Months Ended

March 31,
2014 2013

(in millions)
38¢ $ 37z
364 22¢
192 16¢€
94t 76€
12t 137
6 9
131 14€
837 871
837 877
(342) (314)
(342) (314
1,571 1,47¢
49 (3,30¢
(57) 302
101 95
(43 (143
73 29
11 (34)
1,70¢ (1,57¢)
13 19
$1,71¢  $(1,559

The U.S. Retirement Solutions and Investment Mamage Division results reflect deferred policy adition costs as if the individual
annuity business is a stand-alone operation. Tihereltion of intersegment costs capitalized in adaace with this policy is included in

consolidating adjustments within Corporate and ©tperations.
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The summary below presents revenues and totakassehe Company’s reportable segments for thingeror as of the dates indicated:

Revenue Total Assets
Three Months Ended December 31
March 31, March 31,
2014 2013 2014 2013
(in millions)
Financial Services Business
Individual Annuities $ 1,157 $ 1,06¢ $164,53. $ 160,77¢
Retiremen 1,531 1,33¢ 173,59¢ 170,76:
Asset Manageme! 667 64z 46,04¢ 45,04(
Total U.S. Retirement Solutions and Investment M@naent Divisior 3,35¢ 3,04¢ 384,17! 376,58(
Individual Life 1,29¢ 1,15¢ 67,24. 64,99(
Group Insuranc 1,362 1,40z 39,35 39,18¢
Total U.S. Individual Life and Group Insurance Bioin 2,65¢ 2,551 106,59¢ 104,17!
International Insuranc 5,07t 6,35( 174,30¢ 168,67
Total International Insurance Divisic 5,07t 6,35( 174,30¢ 168,67
Corporate Operatior (152) (159 11,72¢ 13,941
Total Corporate and Oth (152) (159 11,72« 13,941
Total 10,93¢ 11,80( 676,79 663,37
Reconciling items
Realized investment gains (losses), net, and cekd@istment 49 (3,309
Charges related to realized investment gains (®)saet (8) (69)
Investment gains (losses) on trading account aseef®orting insurance
liabilities, net 101 95
Divested businesst 21C 19¢
Equity in earnings of operating joint ventures aadnings attributable to
noncontrolling interest 0 (68)
Total Financial Services Busines: 11,28¢ 8,652 676,79¢ 663,37¢
Closed Block Busines 1,56¢ 1,51¢ 69,93¢ 68,40:
Total per Unaudited Interim Consolidated FinanSitement: $12,85¢ $10,17: $746,73¢ $ 731,78:

The Asset Management segment revenues includségperent revenues primarily consisting of assetébasmagement and
administration fees as follows:

Three Months Ended
March 31,
2014 2013
(in millions)
Asset Management segment intersegment reve $ 15€ $ 15C
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Management has determined the intersegment revevitieseference to market rates. Intersegment regemre eliminated in
consolidation in Corporate and Other.

12. INCOME TAXES

The Company'’s liability for income taxes includas tiability for unrecognized tax benefits, intéraad penalties which relate to tax
years still subject to review by the Internal RaveiBervice“IRS”) or other taxing authorities. Audit periodsmain open for review until the
statute of limitations has passed. Generally,dgn/ears which produce net operating losses, ddp#ses or tax credit carryforwards (“tax
attributes”), the statute of limitations does nlose, to the extent of these tax attributes, thélexpiration of the statute of limitations foeth
tax year in which they are fully utilized. The coletjon of review or the expiration of the statufdimitations for a given audit period could
result in an adjustment to the liability for incotaes.

The Company does not anticipate any significanhgka within the next 12 months to its total unrexped tax benefits related to tax
years for which the statute of limitations has exypired.

Listed below are the tax years that remain sultgeekamination by major tax jurisdiction, at Mai@h, 2014:

Major Tax Jurisdiction Open Tax Years

United States 2004- 2013

Japar Fiscal years ended March 31, 2(- 2014

Korea Fiscal years ended March 31, 2(- 2013 and the period ended December 31, .

The dividends received deduction (“DRD”) reduces éimount of dividend income subject to U.S. taxiaralsignificant component of
the difference between the Company’s effectiveréas and the federal statutory tax rate of 35%.DR® for the current period was estimated
using information from 2013 and current year ressidhd was adjusted to take into account the cuyesar’s equity market performance and
expected business results. The actual currently@&r can vary from the estimate based on factork as¢but not limited to, changes in the
amount of dividends received that are eligibletfer DRD, changes in the amount of distributionenead from mutual fund investments,
changes in the account balances of variable lifeaamuity contracts, and the Company’s taxablenrebefore the DRD.

In August 2007, the IRS released Revenue Ruling 220 which included, among other items, guidant¢he methodology to be
followed in calculating the DRD related to variabfe insurance and annuity contracts. In Septer206€7, the IRS released Revenue Ruling
2007-61. Revenue Ruling 2007-61 suspended RevenliggR2007-54 and informed taxpayers that the Ur8asury Department and the IRS
intend to address through new guidance the issuesidered in Revenue Ruling 2007-54, includingrtiethodology to be followed in
determining the DRD related to variable life insw@ and annuity contracts. In May 2010, the IR8edsan Industry Director Directive
(“IDD") confirming that the methodology for calcuiag the DRD set forth in Revenue Ruling 2007-5dw8t not be followed. The IDD also
confirmed that the IRS guidance issued before Rev&uling 2007-54, which guidance the Company daligon in calculating its DRD,
should be used to determine the DRD. In Februatyl2the IRS released Revenue Ruling 2014-7, whictlified and superseded Revenue
Ruling 2007-54, by removing the provisions of Rax@Ruling 2007-54 related to the methodology téatlewed in calculating the DRD and
obsoleting Revenue Ruling 2007-61. However, theneains the possibility that the IRS and the U.®asury will address, through subsequen
guidance, the issues related to the calculaticghe@DRD. For the last several years, the revenopgsals included in the Obama
Administration’s budgets included a proposal thatid change the method used to determine the anodtiné DRD. A change
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in the DRD, including the possible retroactive oogpective elimination of this deduction throughdgunce or legislation, could increase actua
tax expense and reduce the Company’s consolidateidcome. These activities had no impact on they@my’s 2013 or first quarter 2014
results.

For tax years 2007 through 2014, the Company iscgaating in the IRS’s Compliance Assurance Prag(aCAP”). Under CAP, the
IRS assigns an examination team to review completedactions contemporaneously during these tassyia order to reach agreement with
the Company on how they should be reported inghedturns. If disagreements arise, accelerateduteens programs are available to resolve
the disagreements in a timely manner before thegiaxns are filed. It is management’s expectatiis program will shorten the time period
between the filing of the Company’s federal incdiavereturns and the IRS’s completion of its exartiamaof the returns.

Total income tax expense includes additional tgpeese related to the realization of deferred taetasecorded in the Statement of
Financial Position as of the acquisition date fardential Gibraltar and AIG Star Life Insurance Qdd., AlG Edison Life Insurance
Company, AIG Financial Assurance Japan K.K., an@ Edison Service Co., Ltd. (collectively, the “Stand Edison Businesses”). As of
March 31, 2014, additional U.S. GAAP tax expendated to the utilization of opening balance sheféeded tax assets has been recognized
between the Statement of Operations and Other Gamepsive Income as follows:

Prudential Star and
Edison
Gibraltar Businesse Total
(in millions)
Opening balance sheet deferred tax assets aftgatial allowance that will result in additional |
expense (benefi $ 56 $ 67¢ $734
Additional tax expense (benefit) recognized in $tatement of Operation
2009 13 0 13
2010 6 0 6
2011 (29 252 22¢
2012 51 338 384
2013 15 40 55
Three months ended March 31, 2( 0 17 _ 17
Subtotal 56 642 69¢
Additional tax expense (benefit) recognized in @emprehensive Incon 0 0 0
Unrecognized balance of additional tax expenseg(fit $ 0 $ 36 $ 36

On January 1, 2012, the Star and Edison Businesseged into Gibraltar Life. The majority of additil U.S. tax expense recognized in
2012 is a result of the merger. During 2013, then@any changed its repatriation assumption for Gidraife and Prudential Gibraltar. As a
result, the Company recorded an additional U.Setaense of $108 million in the first quarter ofl30Future losses in pre-tax income of
Gibraltar Life, such as that caused by the imp&ébdre@ign currency exchange rate movements onicentan-yen denominated assets and
liabilities, may reduce the amount of additional éxpense recognized in the Consolidated Stateroé@perations and increase the amount c
additional tax expense recognized in Other Commprekie Income

13. FAIR VALUE OF ASSETS AND LIABILITIES

Fair Value Measurement—Fair value represents the price that would beivedeto sell an asset or paid to transfer a ligbiti an
orderly transaction between market participanth@imeasurement date. The authoritative fair vglidance establishes a framework for
measuring fair value that includes a hierarchy used
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to classify the inputs used in measuring fair valitee level in the fair value hierarchy within whithe fair value measurement falls is
determined based on the lowest level input thsigsificant to the fair value measurement. Theleweé the fair value hierarchy are as follows:

Level 1—Fair value is based on unadjusted quotmgpin active markets that are accessible to ttragany for identical assets or
liabilities. The Company’s Level 1 assets and liaes primarily include certain cash equivalentslahort term investments, equity securities
and derivative contracts that trade on an activhange market.

Level 2—Fair value is based on significant inpother than quoted prices included in Level 1, #ratobservable for the asset or
liability, either directly or indirectly, for subettially the full term of the asset or liabilityrttugh corroboration with observable market data.
Level 2 inputs include quoted market prices invactnarkets for similar assets and liabilities, @datarket prices in markets that are not a
for identical or similar assets or liabilities, aotther market observable inputs. The Company’s L2wassets and liabilities include: fixed
maturities (corporate public and private bonds, tgosernment securities, certain asset-backed amtage-backed securities, etc.), certain
equity securities (mutual funds, which do not aglirade and are priced based on a net asset)va&rgain commercial mortgage loans, short
term investments and certain cash equivalents gpifyncommercial paper), and certain over-the-ceuderivatives.

Level 3—Fair value is based on at least one or migr@ficant unobservable inputs for the assetadnility. The assets and liabilities in
this category may require significant judgment stireation in determining the fair value. The Comgar.evel 3 assets and liabilities
primarily include: certain private fixed maturitiaad equity securities, certain manually pricedligudmjuity securities and fixed maturities,
certain highly structured over-the-counter derw@ttontracts, certain commercial mortgage loanmsaiceconsolidated real estate funds for
which the Company is the general partner, and eddzbderivatives resulting from certain productshwvgtiaranteed benefits.
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Assets and Liabilities by Hierarchy Level—The tables below present the balances of assdthadnilities measured at fair value on a
recurring basis, as of the dates indicated.

As of March 31, 2014
Level 1 Level 2 Level 3 Netting(1) Total
(in millions)

Fixed maturities, availat-for-sale:
U.S. Treasury securities and obligations of U.Segoment authorities and

agencies $ 0 $1578 $ 0o % $ 15,78¢
Obligations of U.S. states and their political Sutsions 0 4,521 0 4,521
Foreign government boni 0 84,76¢ 2 84,76¢
Corporate securitie 0 157,27" 1,332 158,60°
Asse-backed securitie 0 6,571 4,05¢ 10,62¢
Commercial mortga¢-backed securitie 0] 13,86" 54¢ 14,41«
Residential mortgac-backed securitie 0 6,58¢ 8 6,591
Subtotal 0] 289,37! 5,94¢ 295,32:
Trading account assets:|
U.S. Treasury securities and obligations of U.Segoment authorities and
agencies 0] 28¢ 0 28¢
Obligations of U.S. states and their political Sutzions 0 18t 0 18t
Foreign government boni 0 66C 5 665
Corporate securitie 0 17,76¢ 121 17,881
Asse-backed securitie 0 87¢ 397 1,27¢
Commercial mortga¢-backed securitie 0 2,44¢ 51 2,50(
Residential mortgar-backed securitie 0 1,812 2 1,81«
Equity securitie: 1,28 221 771 2,27¢
All other(3) 784 8,30z 7 (7,027) 2,06¢
Subtotal 2,067 32,56: 1,35¢ (7,027) 28,95¢
Equity securities, availak-for-sale 7,06¢ 2,817 31C 10,19:
Commercial mortgage and other lo: 0 124 0 124
Other lon¢-term investment 29 14¢ 1,36¢ (7) 1,53¢
Shor-term investment 5,05¢ 40¢ 0 5,46¢
Cash equivalent 3,44( 4,07¢ 0 7,51¢
Other asset 3 21¢ 4 22t
Subtotal excluding separate account as 17,65¢ 329,72¢ 8,98 (7,039 349,33t
Separate account assets 50,14: 215,02 22,997 288,16:
Total asset $67,80(  $544,75:  $31,97¢  $(7,039 $637,49°
Future policy benefits(t $ 0 $ 0 $244: $ $ 2,44
Other liabilities 2 8,01¢ 6 (6,916 1,10¢
Notes of consolidated VIE 0 0 4,062 4,062
Total liabilities $ 2 $ 8,01 $6,511 $(6,919 $ 7,61
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As of December 31, 201

Level 1 Level 2 Level 3 Netting(1) Total
(in millions)

Fixed maturities, availat-for-sale:
U.S. Treasury securities and obligations of U.Segoment authorities and

agencies $ 0 $15400 % 0O $ $ 15,40(
Obligations of U.S. states and their political sutsions 0 3,73¢ 0 3,73¢
Foreign government boni 0 82,78 1 82,78t¢
Corporate securitie 0 152,44¢ 1,32¢ 153,77¢
Asse-backed securitie 0 7,147 3,44 10,58¢
Commercial mortga¢-backed securitie 0] 13,70¢ 165 13,87:
Residential mortgac-backed securitie 0 6,69t 8 6,70:

Subtotal 0 281,92: 4,94¢ 286,86t
Trading account assets:|
U.S. Treasury securities and obligations of U.Segoment authorities and

agencies 0] 26€ 0 26€
Obligations of U.S. states and their political sutzions 0 19C 0 19C
Foreign government boni 0 643 0 643
Corporate securitie 0 16,86¢ 11t 16,98(
Asse-backed securitie 0 87€ 40z 1,27¢
Commercial mortga¢-backed securitie 0 2,46¢ 0 2,46¢
Residential mortgac-backed securitie 0] 1,82¢ 2 1,83(
Equity securitie: 1,30¢ 22t 842 2,37¢
All other(3) 591 7,89¢ 6 (7,24¢6) 1,25(

Subtotal 1,90( 31,25¢ 1,36¢ (7,24¢) 27,28(
Equity securities, availak-for-sale 6,93¢ 2,66¢ 304 9,91(
Commercial mortgage and other lo: 0 15¢ 0 15¢
Other lon¢-term investment 19 10¢ 1,39¢ 5 1,52¢
Shor-term investment 6,13¢ 1,04¢ 0 7,18¢
Cash equivalent 2,461 4,521 0 6,98
Other asset 3 20¢ 4 21€

Subtotal excluding separate account as 17,46( 321,89( 8,017 (7,24)) 340,12¢
Separate account assets 49,18: 213,27! 22,60:! 285,06(

Total asset $66,64: $535,16! $30,62(  $(7,24)) $625,18!
Future policy benefits(t $ 0 $ 0 $ 441 $ $ 441
Other liabilities 1 9,45¢ 5 (7,257) 2,201
Notes of consolidated VIE 0 0 3,25¢ 3,25¢

Total liabilities $ 1 $ 9458 $ 3,70 $(7,25)) $ 5,90:

(1) “Netting” amounts represent cash collatersbbi8 million and ($16) million as of March 31, 204dd December 31, 2013, respectively, and the itrgfauffsetting asset and liability
positions held with the same counterparty, sulifeataster netting arrangemer

(2) Includes Trading Account Assets Supporting Insuedrabilities and Other Trading Account Asse

(3) Level 1 represents cash equivalents and shortiterestments. All other amounts primarily represivative asset:
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(4) Separate account assets represent segregatethat are invested for certain customers. Invesst risks associated with market value changebaree by the customers, except to
the extent of minimum guarantees made by the Coynpith respect to certain accounts. Separate at@ssets classified as Level 3 consist primarilyeaf estate and real estate
investment funds. Separate account liabilitiesnatencluded in the above table as they are rega@teontract value and not fair value in the ComypUnaudited Interim
Consolidated Statement of Financial Posit

(5) As of March 31, 2014, the net embedded dexredtability position of $2.4 billion includes $1Hllion of embedded derivatives in an asset positind $3.4 billion of embedded
derivatives in a liability position. As of Deceml#t, 2013, the net embedded derivative liabilitgipon of $0.4 billion includes $1.5 billion of eradded derivatives in an asset pos|
and $1.9 billion of embedded derivatives in a ligbposition.

The methods and assumptions the Company usedrtagsthe fair value of assets and liabilities noeed at fair value on a recurring
basis are summarized below.

Fixed Maturity Securities —The fair values of the Company’s public fixed méyusecurities are generally based on prices obthi
from independent pricing services. Prices for esaturity are generally sourced from multiple pricirendors, and a vendor hierarchy is
maintained by asset type based on historical gyiekperience and vendor expertise. The Companyatigly uses the price from the pricing
service highest in the vendor hierarchy based emahpective asset type. The pricing hierarchypdated for new financial products and recen
pricing experience. Consistent with the fair vahierarchy described above, securities with validapgotes from pricing services are generally
reflected within Level 2, as they are primarily &d$n observable pricing for similar assets analloer market observable inputs. If the pricing
information received from third party pricing seres is not reflective of market activity or othepiits observable in the market, the Company
may challenge the price through a formal proce$s thie pricing service. If the pricing service ufaathe price to be more consistent with the
presented market observations, the security remwgthin Level 2.

Internally-developed valuations or indicative brokeotes are also used to determine fair valuér@umstances where vendor pricing is
not available, or where the Company ultimately dodes that pricing information received from thdépendent pricing service is not
reflective of market activity. If the Company comdés the values from both pricing services anddnokre not reflective of market activity, it
may over-ride the information with an internallyvééoped valuation. As of March 31, 2014 and Decem3fie 2013, over-rides on a net basis
were not material. Pricing service over-rides, imédly-developed valuations and indicative brokeotgs are generally included in Level 3 in
the fair value hierarchy.

The fair value of private fixed maturities, whictea&omprised of investments in private placemectisges, originated by internal prive
asset managers, are primarily determined usinga@dnted cash flow model. If the fair value is d®ieed using pricing inputs that are
observable in the market, the securities have beflatted within Level 2; otherwise a Level 3 cléisation is used.

Trading Account Assets—Trading account assets consist primarily of fixeaturity securities, equity securities and derixegiwhose
fair values are determined consistent with sinmiatruments described above under “Fixed Maturdgi8ities” and below under “Equity
Securities” and “Derivative Instruments.”

Equity Securities—Equity securities consist principally of investrteim common and preferred stock of publicly tradethpanies,
perpetual preferred stock, privately traded seiesiitas well as mutual fund shares. The fair vatdie@sost publicly traded equity securities are
based on quoted market prices in active marketgléattical assets and are classified within Levigl the fair value hierarchy. Estimated fair
values for most privately traded equity securitiess determined using discounted cash flow, earmimgtple and other valuation models that
require a substantial level of judgment around isund therefore are classified within Level 3. Tdievalues of mutual fund shares that
transact regularly (but do not trade in active mtslbecause
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they are not publicly available) are based on @atisn prices of identical fund shares and aresdiag within Level 2 in the fair value
hierarchy. The fair values of perpetual preferredis are based on inputs obtained from indepengérihg services that are primarily basec
indicative broker quotes. As a result, the faitueal of perpetual preferred stock are classifiddeas!| 3.

Commercial Mortgage and Other Loans—The fair value of commercial mortgage loans heldrfigestment and accounted for using
fair value option are determined based on the ptesdue of the expected future cash flows discedi@t the appropriate U.S. Treasury rate,
adjusted for the current market spread for singjlaality loans. The quality ratings for these loamprimary determinant of the appropriate
credit spread and a significant component of thamy input, are based on internally-developednestes. As a result, these loans are includec
in Level 3 in the fair value hierarchy.

The fair value of other loans held and accountediing the fair value option is determined utilizipricing indicators from the whole
loan market, where investors are committed to pasetihese loans at a pre-determined price, whiotnisidered the principal exit market for
these loans. The Company has evaluated the vatuapots used for these assets, including theendst of pre-determined exit prices, the
terms of the loans, prevailing interest rates aeditrisk, and deemed that the primary pricinguispare Level 2 inputs in the fair value
hierarchy.

Other Long-Term Investments—Other longterm investments include limited partnerships whaoh consolidated because the Com,
is either deemed to exercise control or considdregrimary beneficiary of a variable interest gnfihese entities are considered investment
companies and follow specialized industry accogntitnereby their assets are carried at fair valbe. ifivestments held by these entities
include various feeder fund investments in undagyinaster funds (whose underlying holdings genenadllude public fixed maturities, equity
securities and mutual funds), as well as wholly-edreal estate held within other investment fuiitte fair value is determined by reference
to the underlying direct investments, with publitigded equity securities based on quoted pricastine markets reflected in Level 1, and
public fixed maturities and mutual funds priced gigotes from pricing services or observable détaated in Level 2. The fair value of
investments in funds that are subject to signifidaidity restrictions are reflected in Level 3.

The fair value of real estate held in consolidate@stment funds is determined through an indepetralgpraisal process. The appraisals
generally utilize a discounted cash flow model,@demented with replacement cost estimates and cahbjgarecent sales data when available.
These appraisals and the related assumptions detagpat least annually. Since many of the assomgptitilized are unobservable and are
considered to be significant inputs to the valugtibe real estate investments within other lomgitevestments have been reflected within
Level 3 in the fair value hierarchy.

The fair value of fund investments, where the ¥aitue option has been elected, is primarily deteeatiby the fund managers. Since the
valuations may be based on unobservable marketsigma cannot be validated by the Company, thessiments have been included within
Level 3 in the fair value hierarchy.

Derivative Instruments —Derivatives are recorded at fair value eitherssets, within “Other trading account assets,” ath&D long-
term investments,” or as liabilities, within “Othigbilities,” except for embedded derivatives whare recorded with the associated host
contract. The fair values of derivative contraca be affected by changes in interest rates, forexghange rates, commodity prices, credit
spreads, market volatility, expected returns, performance risk, liquidity and other factors. Liidjty valuation adjustments are made to re
the cost of exiting significant risk positions, arwhsider the bigsk spread, maturity, complexity, and other speaifiributes of the underlyir
derivative position.
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The Company’s exchange-traded futures and optimigde Treasury futures, Eurodollar futures, comityddtures, Eurodollar options
and commodity options. Exchange-traded futuresogtibns are valued using quoted prices in activeketa and are classified within Level 1
in the fair value hierarchy.

The majority of the Company’s derivative positi@rs traded in the over-the-counter (“OTC") derivatmarket and are classified within
Level 2 in the fair value hierarchy. OTC derivatvadassified within Level 2 are valued using modied utilize actively quoted or observable
market input values from external market data mtess, third-party pricing vendors and/or recerditrg activity. The Company’s policy is to
use mid-market pricing in determining its bestraste of fair value. The fair values of most OTCiwives, including interest rate and cross
currency swaps, currency forward contracts, comtyavaps, commodity forward contracts, single naneglit default swaps, loan
commitments held for sale and to-be-announced Bg)Torward contracts on highly rated mortgage-tettkecurities issued by U.S.
government sponsored entities are determined usstgunted cash flow models. The fair values ofdgaan style option contracts are
determined using Black-Scholes option pricing med&hese models’ key inputs include the contradirahs of the respective contract, along
with significant observable inputs, including irgst rates, currency rates, credit spreads, equdgs index dividend yields, non-performance
risk, volatility and other factors.

The Company’s cleared interest rate swaps andtatedvatives linked to an index are valued usiragelis that utilize actively quoted or
observable market inputs, including Overnight InettSwap discount rates, obtained from external etat&ta providers, third-party pricing
vendors and/or recent trading activity. These dgives are classified as Level 2 in the fair vdlierarchy.

The vast majority of the Company’s derivative agneats are with highly rated major internationakfigial institutions. To reflect the
market’s perception of its own and the counterpsumypn-performance risk, the Company incorporatkiteonal spreads over LIBOR into the
discount rate used in determining the fair valu®®fC derivative assets and liabilities that areatberwise collateralized.

Derivatives classified as Level 3 include look-bacjuity options and other structured products. &luesivatives are valued based upon
models, such as Monte Carlo simulation models dherdechniques that utilize significant unobseteabputs. Level 3 methodologies are
validated through periodic comparison of the Conyfmafair values to external broker-dealer values.

Cash Equivalents and Short-Term Investments—Cash equivalents and short-term investments iecindney market instruments,
commercial paper and other highly liquid debt instents. Certain money market instruments are valsed) unadjusted quoted prices in
active markets that are accessible for identicsg¢t@sand are primarily classified as Level 1. Tmaining instruments in this category are
generally fair valued based on market observalpatsiand these investments have primarily beesitiked within Level 2.

Separate Account Assets—Separate Account Assets include fixed maturityusées, treasuries, equity securities and realtest
investments for which values are determined comsistith similar instruments described above urifieied Maturity Securities,” “Equity
Securities” and “Other Long-Term Investments.”

Notes of Consolidated VIEs—The fair values of these notes are based on bpkates and classified within Level 3. See Notaié the
Fair Value Option section below for additional infaation.

Other Liabilities —Other liabilities include certain derivative instnents, the fair values of which are determinedsisdant with similar
derivative instruments described above under “nre Instruments.”
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Future Policy Benefits—The liability for future policy benefits primarilyncludes general account liabilities for the op#bliving
benefit features of the Company’s variable anncitytracts, including guaranteed minimum accumutattienefits (“GMAB”), guaranteed
minimum withdrawal benefits (“GMWB”) and guaranteméhimum income and withdrawal benefits (“GMIWB3¢counted for as embedded
derivatives. The fair values of the GMAB, GMWB a@BMIWB liabilities are calculated as the presenueabf future expected benefit
payments to customers less the present value e$sexs rider fees attributable to the embeddedater@/feature. This methodology could
result in either a liability or contra-liability kence, given changing capital market conditions earibus actuarial assumptions. Since there is
no observable active market for the transfer af¢habligations, the valuations are calculated usitegnally-developed models with option
pricing technigues. The models are based on angskral valuation framework and incorporate prensdaonr risks inherent in valuation
techniques, inputs, and the general uncertaintyrattéhe timing and amount of future cash flows. @a&ermination of these risk premiums
requires the use of management judgment.

The significant inputs to the valuation modelstfuzse embedded derivatives include capital magsiraptions, such as interest rate
levels and volatility assumptions, the Company’skatperceived risk of its own non-performance (R as well as actuarially determined
assumptions, including contractholder behaviorhsaglapse rates, benefit utilization rates, wilad rates, and mortality rates. Since man
these assumptions are unobservable and are casibele significant inputs to the liability valigat, the liability included in future policy
benefits has been reflected within Level 3 in e ¥alue hierarchy.

Capital market inputs and actual policyholdexstount values are updated each quarter basegital caarket conditions as of the enc
the quarter, including interest rates, equity merkad volatility. In the risk neutral valuatiohgtinitial swap curve drives the total return used
to grow the policyholders’ account values. The Camyps discount rate assumption is based on the RB®@ap curve adjusted for an
additional spread relative to LIBOR to reflect NPR.

Actuarial assumptions, including contractholderdabr and mortality, are reviewed at least annyahd updated based upon emerging
experience, future expectations and other dathydimg any observable market data. These assunspiengenerally updated in the third
guarter of each year unless a material changeahtbaompany feels is indicative of a long term &rénobserved in an interim period.

Transfers between Levels 1 and 2-Transfers into or out of Level 1 and 2 are gergralported as the values as of the beginning ®f th
period in which the transfer occurs. Periodicdtigre are transfers between Level 1 and Level 29sets held in the Company’s Separate
Account. The fair value of foreign common stockchiel the Company’s Separate Account may refle¢edihces in market levels between the
close of foreign trading markets and the close &.Wtrading markets for the respective day. Depenale the existence of such a timing
difference, the assets may move between Level 1awel 2. In addition, the classification of SegarAccount funds may vary dependent on
the availability of information to the public. SHdwa fund’s net asset value become publicly obs#eyahe fund would be transferred from
Level 2 to Level 1. During the three months endeatd¥l 31, 2014, $0.1 billion were transferred froavél 1 to Level 2. During the three
months ended March 31, 2013, $2.3 billion weredfemed from Level 2 to Level 1.
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Level 3 Assets and Liabilities by Price Source-The table below presents the balances of Levek8ta and liabilities measured at fair
value with their corresponding pricing sources.

As of March 31, 2014

Internal(1) External(2) Total
(in millions)
Foreign government bon $ 0 $ 7 $ 7
Corporate securitie 693 76C 1,452
Asse-backed securitie 281 4,171 4,45;
Commercial mortga¢-backed securitie 172 42¢ 60C
Residential mortga¢-backed securitie 3 7 1C
Equity securitie: 14C 941 1,081
Other lon¢-term investment 1 1,367 1,36¢
Other asset 11 0 11
Subtotal excluding separate account asse 1,301 7,681 8,98:
Separate account ass 22,12: 87E 22,997
Total asset $ 23,42 $ 8,55¢ $31,97¢
Future policy benefit $ 2,44: $ 0 $ 2,44
Other liabilities 2 4 6
Notes of consolidated VIE 0 4,062 4,06z
Total liabilities $ 2,44°F $ 4,06¢ $ 6,511
As of December 31, 201
Internal(1) External(2) Total
(in millions)
Foreign government bon $ 0 $ 1 $ 1
Corporate securitie 66( 784 1,44¢
Asse-backed securitie 283 3,56: 3,84t
Commercial mortga¢-backed securitie 14 151 165
Residential mortgar-backed securitie 3 7 1C
Equity securitie: 141 1,00t 1,14¢
Other lon¢-term investment 9 1,38 1,39¢
Other asset 10 0 1C
Subtotal excluding separate account asse 1,12( 6,891 8,017
Separate account ass 21,66¢ 93¢ 22,60
Total asset $22,78¢ $ 7,83t $30,62(
Future policy benefit $ 441 $ 0 $ 441
Other liabilities 5 0 5
Notes of consolidated VIE 0 3,25¢ 3,25¢
Total liabilities $ 44¢ $ 3,25¢ $ 3,70(

(1) Represents valuations reflecting both inteynd#rived and market inputs, as well as third-partging information or quotes. See below for aiddial information related to internally-
developed valuation for significant items in theab table

(2) Represents unadjusted prices from independenngrggrvices and independent -binding broker quotes where pricing inputs arereatily available

(3) Includes assets classified as fixed maturitieslabig-for-sale, trading account assets supporting insuraaigiéitles and other trading account ass
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Quantitative Information Regarding Internally-Price d Level 3 Assets and Liabilities—The tables below present quantitative
information on significant internally-priced Lev@lassets and liabilities (see narrative below famgitative information for separate account

assets).
As of March 31, 2014

Impact of
Increase ir
Input on
Valuation Weighted Fair
Fair Value Technigues Unobservable Inputs Minimum Maximum Average Value(1)
(in millions)
Assets:
Corporate securitie $ 69: Discounted cash flo  Discount rate 1.18% - 15% 9.98% Decreast
Market comparable EBITDA multiples(2) 4.0X - 8.0X 5.69X Increase
Liquidation Liquidation value 18.73% - 100.0% 67.99%  Increase
Asse-backed securitie $ 281 Discounted cash flo  Prepayment rate({ 2.82% - 28.03% 6.52% Increase
Default rate(3' 0.49% - 14.94% 1.5% Decreast
Loss severity(3 18.32% - 45.00% 26.6(%  Decreast
Liquidity premium 1.00% - 2.00% 1.9%  Decreast
Average life (years 0.43 - 14.62 5.2¢ Increase
Comparable sprear 0.11% - 11.17% 2.0% Decreast
Comparable security yielr 0.71% - 10.00% 6.0€% Decreast
Liabilities:
Future policy benefits(4 $ 2,447 Discounted cash flo  Lapse rate(5 0% - 11% Decreast
NPR spread(€ 0.05% - 1.01% Decreast
Utilization rate(7) 70% - 98% Increase
Withdrawal rate(8 86% - 100% Increase
Mortality rate(9) 0% - 13% Decreast
Equity volatility curve 15% - 28% Increase
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As of December 31, 201

Impact of
Increase ir
Input on
Valuation Weighted Fair
Fair Value Technigues Unobservable Inputs Minimum Maximum Average Value(1)
(in millions)
Assets:
Corporate securitie $ 66( Discounted cash flo  Discount rate 1.25% - 15% 8.52%  Decreast
Market comparable EBITDA multiples(2) 5.0X - 8.0X 6.0X Increase
Liguidation Liquidation value 11.61% - 100.0% 59.1% Increase
Asse-backed securitie $ 28¢ Discounted cash flo  Prepayment rate({ 2.82% - 27.41% 10.23% Increase
Default rate(3 0.49% - 31.85% 2.62%  Decreast
Loss severity(3 15.06% - 45.00% 33.0(%  Decreast
Liquidity premium 1.00% - 2.00% 1.9(% Decreast
Average life (years 0.16 - 14.76 5.0¢ Increase
Comparable sprear 0.19% - 45.19% 3.65% Decreast
Comparable security yielr 0.61% - 10.00% 6.52% Decreast
Liabilities:
Future policy benefits(4 $ 441 Discounted cash flo  Lapse rate(5 0% - 11% Decreast
NPR spread(€ 0.08% - 1.09% Decreast
Utilization rate(7) 70% - 94% Increase
Withdrawal rate(8 86% - 100% Increase
Mortality rate(9) 0% - 13% Decreast
Equity volatility curve 15% - 28% Increase

(1) Conversely, the impact of a decrease in input wbalte the opposite impact for the fair value as phesented in the tabl

(2) EBITDA multiples represent multiples of earrsrigefore interest, taxes, depreciation and amtidizeand are amounts used when the reportingydmi# determined that market
participants would use such multiples when prid¢imgyinvestments

(3) Inisolation, an increase in prepayment rate decrease in default rate or loss severity wgalterally result in an increase in fair value, @ligh the interrelationships between these
inputs depend on specific market conditic

(4) Future policy benefits primarily represent gahaccount liabilities for the optional living befit features of the Company’s variable annuitytcacts which are accounted for as
embedded derivatives. Since the valuation methgydior these liabilities uses a range of inputs #aay at the contract level over the cash flowjgetion period, presenting a range,
rather than weighted average, is a more meaningfuésentation of the unobservable inputs uselgeivaluation

(5) Base lapse rates are adjusted at the contractdesetd on a comparison of the benefit amount angdlicyholder account value and reflect otherdesstsuch as the applicability of ¢
surrender charges. A dynamic lapse adjustment esdihe base lapse rate when the benefit amourgaseg than the account value, as in-the-moneyactstare less likely to lapse.
Lapse rates are also generally assumed to be fowtte period where surrender charges ag

(6) To reflect NPR, the Company incorporates antefl spread over LIBOR into the discount ratedig the valuation of individual living benefitmacts in a liability position and
generally not to those in a contra-liability pasiti The NPR spread reflects the financial strenafihgs of the Company as these are insurancditiebiand senior to debt. The
additional spread over LIBOR is determined by zitilg the credit spreads associated with issuindifighagreements, adjusted for any illiquidity riglemium.

(7) The utilization rate assumption estimates the peacge of contracts that will utilize the benefiridg the contract duration, and begin lifetime wlitwals at various time intervals frc
contract inception. The remaining contractholdeesassumed to either begin lifetime withdrawals &drately or never utilize the benefit. These assionp vary based on the product
type, the age of the contractholder and the adieeo€ontract. The impact of changes in these assomsgs highly dependent on the contract type agel of the contractholder at the
time of the sale and the timing of the first life@ income withdrawa

(8) The withdrawal rate assumption estimates thgnitade of annual contractholder withdrawals rekato the maximum allowable amount under the cehtfhe fair value of the
liability will generally increase the closer thethdrawal rate is to 1009

(9) Range reflects the mortality rate for the vaajority of business with living benefits, with pojholders ranging from 35 to 90 years old. While majority of living benefits have a
minimum age requirement, certain benefits do neelamn age restriction. This results in contractbddor certain benefits with mortality rates agmioing 0%. Based on historical
experience, the Company applies a set of age anadiatu specific mortality rate adjustments compdarestandard industry tables. A mortality improvemassumption is also

incorporated into the overall mortality tab
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Interrelationships Between Unobservable Inputs—In addition to the sensitivities of fair value nsegements to changes in each
unobservable input in isolation, as reflected mtdible above, interrelationships between thesgtsnpay also exist, such that a change in one
unobservable input may give rise to a change ittemar multiple inputs. Examples of such intertielaships for significant internally-priced
Level 3 assets and liabilities are as follows:

Corporate Securities—The rate used to discount future cash flows réflearrent risk-free rates plus credit and liqyidipread
requirements that market participants would usetoe an asset. The discount rate may be influebgadany factors, including market cycl
expectations of default, collateral, term, and assmplexity. Each of these factors can influenisealint rates, either in isolation, or in
response to other factors.

Asset-Backed SecuritiesInterrelationships may exist between the prepaymadr, the default rate and/or loss severity, ddjyey on
specific market conditions. In stronger businesdas; prepayment rates are generally driven byadiverarket interest rates, and accompaniec
by lower default rates and loss severity. Duringhker cycles, prepayments may decline, as defael end loss severity increase.
Additionally, the impact of these factors on averdife varies with the structure and subordination.

Future Policy Benefits—The unobservable contractholder behavior inputded to the liability for the optional living befitsfeatures of
the Company’s variable annuity contracts includetuture policy benefits are generally based onrgimg experience, future expectations anc
other data. While experience for these productsiiemerging, the Company expects efficient bengflization and withdrawal rates to
generally be correlated with lapse rates. Howdwehavior is generally highly dependent on the faot$ circumstances surrounding the
individual contractholder, such as their liquiditgeds or tax situation, which could drive lapsealvédr independent of other contractholder
behavior assumptions. The dynamic lapse adjustasmumes lower lapses when the benefit amountasegrhan the account value, as in-the-
money contracts are less likely to lapse. Thereforéhe extent more efficient contractholder bétiaxesults in greater in-the-moneyness at th
contract level, the dynamic lapse function willued lapse rates for those contracts. Similarlyhéoextent that increases in equity volatility
correlated with overall declines in the capital keds, the dynamic lapse function will lower ovetajdse rates as contracts become more in-th
money.

Separate Account Assets—In addition to the significant internallgriced Level 3 assets and liabilities presenteddestribed above, tl
Company also has internally-priced separate acamsdts reported within Level 3. Changes in thevidue of separate account assets are
borne by customers and thus are offset by chamgesparate account liabilities on the Company’ss6bdated Statement of Financial
Position. As a result, changes in value associatddthese investments do not impact the Compa@yissolidated Statement of Operations. Ir
addition, fees earned by the Company related tonduw@agement of most separate account assets ieldssifLevel 3 do not change due to
changes in the fair value of these investmentsn@ative information about significant internalbyiced Level 3 separate account assets is ac
follows:

Real Estate and Other Invested AssefSeparate account assets include $21,254 millidr20,806 million of investments in real estate
as of March 31, 2014 and December 31, 2013, ragplctthat are classified as Level 3 and repogefair value. In general, these fair value
estimates are based on property appraisal rep@psied by independent real estate appraisersingeys and assumptions to the appraisal
process include rental income and expense amaetdsed growth rates, discount rates and capitdizaiates. In cases where real estate
investments are made through indirect investméaitsyalue is generally determined by the Compamygjgity in net assets of the entities. The
debt associated with real estate, other investsgt@and the Company’s equity position in entiiesexternally valued. Because of the
subjective nature of inputs and the judgment ingdlin the appraisal process, real estate investnagrt their corresponding debt are typically
included in the Level 3 classification. Key unolvsdale inputs to real estate valuation include
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capitalization rates, which ranged from 4.50% @5 (6.17% weighted average) as of March 31, 2844d,4.15% to 11.00% (6.35% weigh
average) as of December 31, 2013, and discours, iatéch ranged from 6.00% to 15.00% (7.52% weiglatecrage) as of March 31, 2014,
and 6.00% to 15.00% (7.71% weighted average) &eoémber 31, 2013. Key unobservable inputs toastate debt valuation include yield to
maturity, which ranged from 1.78% to 6.58% (4.18%ighted average) as of March 31, 2014, and 1.1388&% (4.17% weighted average)
as of December 31, 2013, and market spread overrhtes, which ranged from 1.65% to 4.83% (2.78%ghteid average) as of March 31,
2014, and 1.60% to 4.75% (2.87% weighted averagej Becember 31, 2013.

Commercial Mortgage Loans-Separate account assets include $798 million &8 $illion of commercial mortgage loans as of
March 31, 2014 and December 31, 2013, respectitiedy are classified as Level 3 and reported awvilue. Commercial mortgage loans are
primarily valued internally using discounted cakiwftechniques, as described further under “Faiu¥®f Financial InstrumentsThe priman
unobservable input used is the spread to discastt flows, which ranged from 1.15% to 1.87% (1.3véighted average) as of March 31,
2014, and 1.25% to 1.98% (1.47% weighted averagyef Becember 31, 2013. In isolation, an incredsergase) in the value of this input
would result in a lower (higher) fair value measuest.

Valuation Process for Fair Value Measurements Catagized within Level 3—The Company has established an internal control
infrastructure over the valuation of financial mshents that requires ongoing oversight by itsaugiBusiness Groups. These management
control functions are segregated from the tradimdjiavesting functions. For invested assets, thamzmy has established oversight teams,
often in the form of Pricing Committees within eaadset management group. The teams, which typiicellyde representation from
investment, accounting, operations, legal and adissiplines are responsible for overseeing anditmong the pricing of the Company’s
investments and performing periodic due diligeremgaws of independent pricing services. An actliaatuation team oversees the valuation
of optional living benefit features of the Companyariable annuity contracts.

The Company has also established policies and lijugdethat require the establishment of valuatiathodologies and consistent
application of such methodologies. These policiet guidelines govern the use of inputs and pricecshierarchies and provide controls
around the valuation processes. These controlsdechppropriate review and analysis of investmeanep against market activity or indicators
of reasonableness, approval of price source chapges overrides, methodology changes and classifin of fair value hierarchy levels. For
optional living benefit features of the Company&iable annuity products, the actuarial valuatiait periodically performs baseline testing of
contract input data and actuarial assumptionseafiewed at least annually, and updated based upenging experience, future expectations
and other data, including any observable market. ddte valuation policies and guidelines are reeand updated as appropriate.

Within the trading and investing functions, the Gamy has established policies and proceduresalaeérto the approval of all new
transaction types, transaction pricing sourcesfaindalue hierarchy coding within the financiapoeting system. For variable annuity product
changes or new launches of optional living berfeéitures, the actuarial valuation unit validatgaiiiogic and new product features and ag
new input data directly to source documents.

65



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)
Changes in Level 3 assets and liabilities-The following tables provide summaries of the aemin fair values of Level 3 assets and

liabilities as of the dates indicated, as welltesportion of gains or losses included in incontebattable to unrealized gains or losses relate
those assets and liabilities still held at the ehtiheir respective periods.

Three Months Ended March 31, 201«
Fixed Maturities Available-For-Sale

Commercial Residentia
u.S. u.S. Foreign Asse- Mortgage- Mortgage-
Government States Government Corporate Backed Backed Backed
(in millions)
Fair Value, beginning of peric $ 0O $0 9 1 $ 1,32¢ $3,44: $ 165 $ 8
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 0 0 0 (5) 3 0 0
Included in other comprehensive income
(loss) 0 0 0 47 3 Q) 0
Net investment incom 0 0 0 1 5 0 0
Purchase 0 0 1 10€ 41¢€ 49¢ 0
Sales 0 0 0 (87) 4) 0 0
Issuance: 0 0 0 0 0 0 0
Settlement: 0 0 0 (32 (19¢€) 3 0
Foreign currency translatic 0 0 0 4 2 0 0
Transfers into Level 3(Z 0 0 0 4 67€ 0 0
Transfers out of Level 3(: 0 0 0 (35 (292) (109¢) 0
Fair Value, end of perio $ 0 $0 % 2 $ 1,33 $4,05¢ $ 54¢ $ 8
Unrealized gains (losses) for assets still helc
Included in earnings
Realized investment gains (losses), $ 0O $0 % 0 3 G $ o0 $ 0 $ 0

Three Months Ended March 31, 201«
Trading Account Assets

Commercial Residentia
All Other
U.S. Asse- Mortgage- Mortgage-
Government Corporate Backec Backed Backed Equity Activity
(in millions)
Fair Value, beginning of peric $ 0 $ 11t $ 40¢ $ 0 $ 2  $84z $ 6
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 0 0 0 0 0 (@D} 0
Other income 0 4 1 0 0 (@D} 1
Purchase 0 1C 0 51 0 5 0
Sales 0 5) 0 0 0 (8) 0
Issuance: 0 0] 0 0 0 0 0
Settlement: 0 (©)] 13 0 0 (72) 0
Foreign currency translatic 0 0 0 0 0 5 0
Transfers into Level 3(Z 0 0 23 0 0 0 0
Transfers out of Level 3(: 0 0 (17 0 0 0 0
Fair Value, end of perio $ 0 $ 121 $ 397 $ 51 $ 2 %771 $ 7
Unrealized gains (losses) for assets still helc
Included in earnings
Realized investment gains (losses), $ 0 % 0 $ 0 $ 0 3 0O $(1 % 0
Other income $ 0 $ 4 $ 1 $ 0 $ 0 $ (D $ 1
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Fair Value, beginning of peric
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses),
Other income
Included in other comprehensive income (I
Net investment incom
Purchase
Sales
Issuance:
Settlement:
Foreign currency translatic
Other(1)
Transfers into Level 3(Z
Transfers out of Level 3(:

Fair Value, end of perio

Unrealized gains (losses) for assets/liabilitidsrstld(3):
Included in earnings
Realized investment gains (losses),
Other income

Fair Value, beginning of peric
Total gains (losses) (realized/unrealize
Included in earnings

Realized investment gains (losses),
Interest credited to policyhold¢ account balance

Net investment incom

Purchase

Sales

Issuance:

Settlement:

Other(1)

Transfers into Level 3(Z

Transfers out of Level 3(:

Fair Value, end of perio

Unrealized gains (losses) for assets/liabilitidsrst|d(3):
Included in earnings
Realized investment gains (losses),
Interest credited to policyhold¢ account

Three Months Ended March 31, 201«

Equity
Securities Commercial
Available- Mortgage Other Other
and Other Long-term
For-Sale Loans Investments Asset:
(in millions)
$ 304 $ 0 $ 1,39¢ $ 4
2 0 (6) 0
0 0 20 0
16 0 0 0
0 0 1 0
3 0 9 0
(12) 0 0 0
0 0 0 0
0 0 (17) 0
1 0 2 0
1 0 (37) 0
0 0 0 0
(5) 0 0 0
$  31C $ 0 $ 1,36¢ $ 4
$ (1) $ 0 $ (8) $ 0
$ 0 $ 0 $ 19 $ 0
Three Months Ended March 31, 201«
Notes of
Separate Future consolidatec
Account Policy Other
Assets(4) Benefits Liabilities VIEs
(in millions)
$22,60: $ (441) $ (5 $ (3,259
3 (1,782 1 (4)
602 0 0 0
6 0 0 0
30¢ 0 0 0
(179) 0 0 0
0 (220) 0 (804)
(277) 0 0 0
0 0 2 0
0 0 0 0]
(70) 0 0 0
$22,99: $(2,449) $ (6 $ (4,067
$ 0 $(2,224) $ 1 $ @
$ 367 $ 0 $ 0 $ 0
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Three Months Ended March 31, 201!

Fixed Maturities Available-For-Sale

Commercial Residentia
u.S. U.S. Foreign Asse- Mortgage- Mortgage-
Governmeni States Governmenti Corporate Backed Backed Backed
(in millions)
Fair Value, beginning of peric $ 0O $0 $ 0 $163C $370: $ 124 $ 11
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 0 0 0 (9 5 0 0
Included in other comprehensive income (l¢ 0 0 0 38 16 @ 0
Net investment incom 0 0 0 1 12 0 0]
Purchase 0 0 4 22C 531 88 0]
Sales 0 0 Q) (42 (40 (3) 0
Issuance: 0 0 0 0 0 0 0
Settlement: 0 0 2 (18€) (37€) (27) Q)
Foreign currency translatic 0 0 0 (63) (62 (6) 0]
Transfers into Level 3(Z 0 0 0 5 8 0 0
Transfers out of Level 3(: 0 0 0 (12 0 0 0
Fair Value, end of perio $ 0 $0 $ 1 $158 $3,797 $ 17t 3 1C
Unrealized gains (losses) for assets still helc
Included in earnings
Realized investment gains (losses), $ 0O $0 % 0 $ 0O $ 4 % 0o $ 0
Three Months Ended March 31, 201!
Trading Account Assets
Commercial Residentia Al
u.S. Asse- Mortgage- Mortgage- Other
Governmenti Corporate Backec Backed Backed Equity Activity
(in millions)
Fair Value, beginning of peric $ 0 $ 134 $431 $ 8 $ 2 $1,09¢ $ 25
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 0 0 0 0 0 0 (11)
Other income 0 2 1 0 0 23 1
Net investment incom 0 0 1 0 0 0 0
Purchase 0 0 46 27 0 4 0
Sales 0 (2 1) 1) 0 (42) 0
Issuance: 0 0 0 0 0 0 0
Settlement: 0 (28) (88) (1) 0 (1) 0
Foreign currency translatic 0 0 5) @ 0 (85) 0]
Transfers into Level 3(Z 0 0 1 0 0 0 0
Transfers out of Level 3(: 0 0 (D) (D 0 0 0
Fair Value, end of perio $ 0 $ 10z $38 3 31 % 2 $ 99¢ $ 15
Unrealized gains (losses) for assets still helc
Included in earnings
Realized investment gains (losses), $ 0 $ 0O $ 0 % 0 3 0O $ 0 $ (1)
Other income $ 0 $ @ $ 2 3 0o % 0 $ 22 $ 0O
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Three Months Ended March 31, 201!

Equity
Securities Commercial
Available- Mortgage Other Other
and Other Long-term
For-Sale Loans Investments Asset:
(in millions)
Fair Value, beginning of peric $ 33C $ 48 $ 1,05: $ 8
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 2 0 (@D} 2
Other income 0 0 35 0
Included in other comprehensive income (I 36 0 0 0
Purchase 2 0 27 0]
Sales (149 0 (47) 0
Issuance: 0 0 0 0
Settlement: 0 0 (62) 0
Foreign currency translatic (28) 0 (@D} 0]
Other(1) (18) 0 26 0
Transfers into Level 3(Z 0 0 0 0]
Transfers out of Level 3(: 4 0 0 0
Fair Value, end of perio $ 30z $ 48 $ 1,03i $ 6
Unrealized gains (losses) for assets/liabilitidsretld(3):
Included in earnings
Realized investment gains (losses), $ 0 $ 0 $ (2 $ (2
Other income $ 0 $ 0 $ 26 0
Three Months Ended March 31, 201!
Notes of
Separate Future consolidatec
Account Policy Other
Assets(4; Benefits Liabilities VIEs
(in millions)
Fair Value, beginning of peric $21,13: $(3,34¢) $ 0 $ (1,406
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 0 1,64¢ 0 2
Interest credited to policyhold¢ account balance 54¢ 0 0] 0]
Purchase 19¢ 0 0 0
Sales (6C) 0 0 0
Issuance: 0 (19¢) 0 (349
Settlement: (802) 0 0 (12)
Foreign currency translatic 0 2 0 0
Transfers into Level 3(Z 2 0 0] 0]
Transfers out of Level 3(: (39 0 0 0
Fair Value, end of perio $20,98:¢ $(1,900) $ 0 $ (1,769
Unrealized gains (losses) for assets/liabilitidstst|d(3):
Included in earnings
Realized investment gains (losses), $ 0 $1,62¢ $ 0] $ 2
Interest credited to policyhold¢ account $ 331 $ 0 $ 0 $ 0

(1) For the three months ended March 31, 2014, éPtprimarily represents reclassifications of certassets between reporting categories. For tiee timonths ended March 31, 2013,
“Other” primarily represents the impact of consolidatiod deconsolidation of fund
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(2) Transfers into or out of Level 3 are generally mgd as the value as of the beginning of the quartehich the transfer occur

(3) Unrealized gains or losses related to assetsetil at the end of the period do not include amatiton or accretion of premiums and discou

(4) Separate account assets represent segregatethat are invested for certain customers. Invesst risks associated with market value changebaree by the customers, except to
the extent of minimum guarantees made by the Coynpith respect to certain accounts. Separate at¢diatlnilities are not included in the above taldetlaey are reported at contract
value and not fair value in the Comp’s Unaudited Interim Consolidated Statement of FérariPosition.

Transfers —Transfers into Level 3 are generally the resultrmbbservable inputs utilized within valuation neathlogies and the use of
indicative broker quotes for assets that were presly valued using observable inputs. Transferobluevel 3 are generally due to the use of
observable inputs in valuation methodologies a$ agethe utilization of pricing service informatiéor certain assets that the Company is able
to validate.

Derivative Fair Value Information

The following tables present the balance of derreahssets and liabilities measured at fair valua oecurring basis, as of the date
indicated, by primary underlying. These tables edelembedded derivatives which are typically reedndith the associated host contract.
derivative assets and liabilities shown below adduded in “Other trading account assets,” “Otloerg-term investments” or “Other liabilities”
in the tables presented previously in this noteleurthe headings “Assets and Liabilities by Hiehgrcevel” and “Changes in Level 3 Assets
and Liabilities.”
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As of March 31, 2014

Level 1 Level 2 Level 2 Netting(1) Total
(in millions)
Derivative asset:

Interest Ratt $ 9 $6,75¢€ $ 9 $ 0 $6,77¢
Currency 0 43¢ 0 0 43¢
Credit 0 4 0 0 4
Currency/Interest Ra 0 62€ 0 0 62€
Equity 12 39¢€ 0 0 40¢
Commodity 1 0 0 0 1
Netting(1) 0 0 0 (7,039 (7,039

Total derivative asse $ 22 $8,22( $ 9 $(7,039) $ 1,217

Derivative liabilities:

Interest Ratt $ 1 $6,51:2 $ 4 $ 0 $6,51%
Currency 0 19¢ 0 0 19¢
Credit 0] 41 0 0 41
Currency/Interest Ra 0 91t 0 0 91t
Equity 1 237 0 0 23¢
Commodity 1 0 0 0 1
Netting(1) 0 0 0 (6,916 (6,916

Total derivative liabilities $ 3 $7,89¢ $ 4 $(6,91¢) $ 98¢

As of December 31, 201

Level 1 Level 2 Level & Netting(1) Total
(in millions)
Derivative assets

Interest Ratt $ 1C $6,12:2 $ 8 $ 0 $ 6,14(
Currency 0 59z 0 0 59:
Credit 0 3 0 0 3
Currency/Interest Ra 0 647 0 0 647
Equity 14 37¢€ 0 0 39C
Commodity 1 0 0 0 1
Netting(1) 0 0 0 (7,24) (7,24))

Total derivative asse $ 2% $7,741 $ 8 $(7,24)) $ b53:

Derivative liabilities:

Interest Ratt $ 5 $7,591 $ 5 $ 0 $ 7,601
Currency 0 42¢ 0 0 42t
Credit 0 49 0 0 49
Currency/Interest Ra 0 857 0 0 857
Equity 1 474 0 0 47¢
Commodity 0 0 0 0 0
Netting(1) 0 0 0 (7,257) (7,257)

Total derivative liabilities $ 6 $9,40: $ 5 $(7,257) $ 2,15¢

(1) *“Netting” amounts represent cash collateral and the impaaffs#tting asset and liability positions held witle same counterpar
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Changes in Level 3 derivative assets and liabilitte—The following tables provide a summary of the aemin fair value of Level 3
derivative assets and liabilities for the three therended March 31, 2014, as well as the portiggaofs or losses included in income for the
three months ended March 31, 2014, attributabientealized gains or losses related to those aassdtBabilities still held at March 31, 2014.

Three Months Ended March 31, 201«

Derivative Derivative
Assets- Assets-
Equity Interest Rate
(in millions)
Fair Value, beginning of peric $C $3
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 0 2
Other income 0 0
Purchase 0 0
Sales 0 0]
Issuance: 0 0
Settlement: 0 0]
Transfers into Level 3(1 0 0
Transfers out of Level 3(; 0 0
Fair Value, end of perio $C $E
Unrealized gains (losses) for the period relatmthbse level 3 assets that were still
held at the end of the peric
Included in earnings
Realized investment gains (losses), $C $2
Other income $C $C
Three Months Ended March 31, 201!
Derivative Derivative
Assets- Assets-
__Equity Interest Rate
(in millions)
Fair Value, beginning of peric $ 19 $ 3
Total gains (losses) (realized/unrealize
Included in earnings
Realized investment gains (losses), 9 Q)
Other income 0 0]
Purchase (D 0
Sales 0 0]
Issuance: 0 0
Settlement: 0 0
Transfers into Level 3(1 0 0
Transfers out of Level 3(: 0 0
Fair Value, end of perio $ 9 $ 2
Unrealized gains (losses) for the period relatmthbse level 3 assets that were still
held at the end of the peric
Included in earnings
Realized investment gains (losses), $ (9) $ 1)
Other income $ 0 $ 0

(1) Transfers into or out of Level 3 are generally mega as the value as of the beginning of the quartehich the transfer occur
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Nonrecurring Fair Value Measurements—Certain assets and liabilities are measured avédile on a nonrecurring basis. There were
no nonrecurring fair value reserve adjustmentsHerthree months ended March 31, 2014 on certaimercial mortgage loans. The carrying
value of these loans as of March 31, 2014 was dillibm Similar commercial mortgage loan reservguatiments resulted in a net loss of $1
million for the three months ended March 31, 200% reserve adjustments were based on discounsédloavs utilizing market rates or the
fair value of the underlying real estate collatenadl the underlying assets were classified as L®uethe valuation hierarchy.

There were no intangible asset impairments recofalethe three months ended March 31, 2014 and,2@&Bectively.

For mortgage servicing rights, valuation resernerel@ses of $4 million and $1 million were recorfl@dthe three months ended
March 31, 2014 and 2013, respectively. Mortgageisiag rights are revalued based on internal modets classified as Level 3 in the
valuation hierarchy. There were no impairmentdtierthree months ended March 31, 2014 and 20)3¢ctigely on real estate held for
investment. For certain cost method investmené&setivere no impairments recorded for the three hsombded March 31, 2014. Impairments
of $3 million were recorded for the three monthdeshMarch 31, 2013. The methodologies utilized vepemaarily discounted future cash flow
and, where appropriate, valuations provided bygérgeral partners taking into consideration investrnelated expenses. These cost method
investments are classified as Level 3 in the vauadtierarchy.

Fair Value Option —The following table presents information regardaignges in fair values recorded in earnings famroercial
mortgage loans, other long-term investments anesnissued by consolidated variable interest estitinere the fair value option has been
elected.

Three Months Ended March 31,

2014 2013
(in millions)
Assets:
Commercial mortgage loan
Changes in instrume-specific credit risk $ 0 $ 0
Other changes in fair valt 0 0
Other lon¢-term investments
Changes in fair valu 18 22
Liabilities:
Notes issued by consolidated variable interestiest
Changes in fair valu 4 2

Changes in fair value are reflected in “Realizegestment gains (losses), net” for commercial mapggaans and “Other income” for
other long-term investments and notes issued bgatimtated variable interest entities. Changesiimvielue due to instrument-specific credit
risk are estimated based on changes in creditdpaead quality ratings for the period reported.

Interest income on commercial mortgage loans isided in net investment income. For the three moetided March 31, 2014 and
2013, the Company recorded $2 million and $3 nrillid interest income, respectively, on these falug option loans. Interest income on tt
loans is recorded based on the effective inteedssras determined at the closing of the loan.

The fair values and aggregate contractual prin@padunts of commercial mortgage loans, for whi@hfthir value option has been
elected, were $124 million and $122 million, redpety, as of March 31, 2014, and
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$158 million and $154 million, respectively, as Betber 31, 2013. As of March 31, 2014, there werkans in noraccrual status and none
the loans are more than 90 days past due anddatilliing.

The fair value of other long-term investments w885 million and $873 million as of March 31, 2dd December 31, 2013,
respectively.

The fair value and aggregate contractual prinapabunts of notes issued by consolidated varialdgast entities, for which the fair
value option has been elected, were $4,062 miliwch $4,108 million, respectively, as of March 3012 and $3,254 million and $3,276
million, respectively, as December 31, 2013. Irgeexpense recorded for these liabilities was $diiomand $17 million for the three months
ended March 31, 2014 and 2013, respectively.

Fair Value of Financial Instruments

The table below presents the carrying amount aind/dtdue by fair value hierarchy level of certaindncial instruments that are not
reported at fair value. However, in some casedgeasribed below, the carrying amount equals oraxpmates fair value.

March 31, 2014 December 31, 201

Carrying Carrying

Fair Value Amount(1)  Fair Value Amount

Level 1 Level 2 Level 3 Total Total Total Total
(in millions)
Assets:
Fixed maturities, he-to-maturity $ 0 $ 2,05 $148. $ 3537 $ 3,27F $ 355 $ 3,31
Commercial mortgage and other lo: 0 64z 43,31 43,958  42,26¢  42,64¢ 40,85(
Policy loans 0 0 11,83 11,83 11,83 11,76¢ 11,76¢
Other lon¢-term investment 0 0 2,43¢ 2,43¢ 2,12( 2,47( 2,20z
Shor-term investment 0 55¢ 0 55¢ 55¢ 51¢ 51¢
Cash and cash equivalel 4,04( 914 0 4,95¢ 4,95¢ 4,45 4,45
Accrued investment incorr 0 3,13¢ 0 3,13¢ 3,13¢ 3,08¢ 3,08¢
Other asset 46 2,67: 167 2,88¢ 2,88¢ 2,561 2,561
Total assets $4,08¢ $ 9,97/ $59,23¢ $ 73,29t $ 71,02¢ $ 71,06 $ 68,75¢
Liabilities:
Policyholders’ account balances

-investment contract $ 0 $ 39,58t $57,68° $ 97,27! $ 95,87: $ 96,60( $ 95,47¢
Securities sold under agreements to repurc 0 8,34¢ 0 8,34¢ 8,34¢ 7,89¢ 7,89¢
Cash collateral for loaned securit 0 5,28 0 5,28 5,28 5,04( 5,04(
Shor-term debt 0 4,08: 0 4,08: 4,01¢ 2,71¢ 2,66¢
Long-term debt 1,20¢ 18,70¢ 5,11¢ 25,02¢ 22,56¢ 25,56¢ 23,55
Notes of consolidated VIE 0 0 31 31 39 39 48
Other liabilities 0 6,05¢ 18C 6,23¢ 6,23t 6,06¢ 6,06¢
Separate account liabiliti-investment contract 0 82,67 22,66¢ 105,34. 105,34. 104,23: 104,23:
Total liabilities $1,20€¢ $164,73¢ $85,68. $251,627 $247,70. $248,16° $244,98

(1) Carrying values presented herein differ fromwsthin the Compang’Unaudited Interim Consolidated Statement of RireriPosition because certain items within the eetipe financia
statement captions are not considered financiguments or out of scope under authoritative guidamelating to disclosures of the fair value offigial instruments. Financial
statement captions excluded from the above takl@atrconsidered financial instrumer
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The fair values presented above have been detedirbinasing available market information and by sy market valuation
methodologies, as described in more detail below.

Fixed Maturities, Held-to-Maturity

The fair values of public fixed maturity securit@® generally based on prices from third-partgipg services, which are reviewed to
validate reasonableness. However, for certain pdilied maturity securities and investments in gtévplacement fixed maturity securities, |
information is either not available or not reliakdt®r these public fixed maturity securities, the falue is based on indicative broker quotes, i
available, or determined using a discounted casi fhodel or internallydeveloped values. For private fixed maturities, vaiue is determine
using a discounted cash flow model. In determinirgfair value of certain fixed maturity securitifse discounted cash flow model may also
use unobservable inputs, which reflect the Compaawn assumptions about the inputs market partitspaould use in pricing the security.

Commercial Mortgage and Other Loans

The fair value of most commercial mortgage loartsaised upon the present value of the expectedefaash flows discounted at the
appropriate U.S. Treasury rate or foreign goverrtrbend rate (for non-U.S. dollar-denominated logrig} an appropriate credit spread for
similar quality loans. The quality ratings for tedsans, a primary determinant of the credit spgeadl a significant component of the pricing
process, are based on an internally-developed miefbgy.

Certain commercial mortgage loans are valued iraratng other factors, including the terms of tharls, the principal exit strategies for
the loans, prevailing interest rates and credit @&her loan valuations are primarily based ugangresent value of the expected future cash
flows discounted at the appropriate local governrbend rate and local market swap rates or credédudt swap spreads, plus an appropriate
credit spread and liquidity premium. The creditesgat and liquidity premium are a significant compured the pricing inputs, and are based
upon an internally-developed methodology, whicteinto account, among other factors, the creditityuwof the loans, the property type of
the collateral, the weighted average coupon anaviighted average life of the loans.

Policy Loans

During the fourth quarter of 2013, the Company gjaghthe valuation technique used to fair valuecgdbhans. For the period ended
December 31, 2013, the fair value of policy loarswetermined by discounting expected cash flowseaturrent loan coupon rate. As a
result, the carrying value of the policy loans apmates the fair value for the year ended DecerBeR013. Prior to this change, the fair
value of U.S. insurance policy loans was calculégdiscounting expected cash flows based uporenutd.S. Treasury rates and historical
loan repayment patterns, while Japanese insuraimy foans used the risk-free proxy based on #e MBOR.

Other Long-term Investments

Other long-term investments include investmenisiim ventures and limited partnerships. The estimdair values of these cost method
investments are generally based on the Compangi® sif the net asset value (“NAV”) as providedha financial statements of the investees.
In certain circumstances, management may adjustig\éby a premium or discount when it has suffi¢giemidence to support applying such
adjustments. No such adjustments were made as @wh\84.,, 2014 and December 31, 2013.
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Short-Term Investments, Cash and Cash Equivalents, Aamunvestment Income and Other Assets

The Company believes that due to the short-termraaif certain assets, the carrying value approbastair value. These assets include:
certain short-term investments which are not séesriare recorded at amortized cost and incluaddityuoans; cash and cash equivalent
instruments; accrued investment income; and otbezta that meet the definition of financial insteunts, including receivables, such as
reinsurance recoverables, unsettled trades, accoeggivable and restricted cash.

Policyholder? Account Balances—Investment Contracts

Only the portion of policyholdergiccount balances related to products that aretimess contracts (those without significant moryatit
morbidity risk) are reflected in the table abover fixed deferred annuities, single premium endowisiepayout annuities and other similar
contracts without life contingencies, fair values derived using discounted projected cash floveeth@n interest rates that are representative
of the Company'’s financial strength ratings, anddeereflect the Company’s own non-performance ksk.guaranteed investment contracts,
funding agreements, structured settlements withf@utontingencies and other similar products, falues are derived using discounted
projected cash flows based on interest rates lmfeged for similar contracts with maturities catent with those of the contracts being
valued. For those balances that can be withdrawthdogustomer at any time without prior notice englty, the fair value is the amount
estimated to be payable to the customer as okfherting date, which is generally the carrying ealsor defined contribution and defined
benefit contracts and certain other products, airevilue is the market value of the assets sujaptiie liabilities.

Securities Sold Under Agreements to Repurch

The Company receives collateral for selling semgitinder agreements to repurchase, or pledgegerall under agreements to resell.
Repurchase and resale agreements are also gerstradtyterm in nature, and therefore, the carrgimpunts of these instruments approximate
fair value.

Cash Collateral for Loaned Securities

Cash collateral for loaned securities represemtsdtiateral received or paid in connection withrlimg or borrowing securities, similar to
the securities sold under agreement to repurcHameeaFor these transactions, the carrying valubefelated asset or liability approximates
fair value, as they equal the amount of cash eotétreceived or paid.

Debt

The fair value of short-term and long-term debtwadl as notes issued by consolidated VIEs, is gilyedetermined by either prices
obtained from independent pricing services, whighwalidated by the Company, or discounted cash fimdels. With the exception of the
notes issued by consolidated VIEs for which receisdimited to the assets of the respective VI& does not extend to the general credit of
the Company, the fair values of these instrumentsicer the Company’s own non-performance riskc@isted cash flow models
predominately use market observable inputs suthealsorrowing rates currently available to the Campfor debt and financial instruments
with similar terms and remaining maturities. Fomeoercial paper issuances and other debt with arityatd less than 90 days, the carrying
value approximates fair value.
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A portion of the senior secured notes issued byléhtial Holdings, LLC (the “IHC debt”) is insured kb third-party financial guarantee
insurance policy. The effect of the third-partyditeenhancement is not included in the fair valusasurement of the IHC debt and the
methodologies used to determine fair value conghlieeCompany’s own non-performance risk.

Other Liabilities

Other liabilities are primarily payables, such eimsurance payables, unsettled trades, draftsamdead expense payables. Due to the
short term until settlement of most of these lidies, the Company believes that carrying valueragmates fair value.

Separate Account Liabilitie-Investment Contracts

Only the portion of separate account liabilitielated to products that are investments contraetsedlected in the table above. Separate
account liabilities are recorded at the amountiteddo the contractholder, which reflects the @®in fair value of the corresponding separat:
account assets including contractholder depostswathdrawals and fees. Therefore, carrying vajygroximates fair value.

14. DERIVATIVE INSTRUMENTS
Types of Derivative Instruments and Derivative SEgies
Interest Rate Contract

Interest rate swaps, options, and futures are Ingélde Company to reduce risks from changes ingsteates, manage interest rate
exposures arising from mismatches between assetaailities (including duration mismatches) andhedge against changes in the value of
assets it owns or anticipates acquiring or sellBwaps may be attributed to specific assets ottitiab or may be used on a portfolio basis.
Under interest rate swaps, the Company agreesottithr parties to exchange, at specified intertaisdifference between fixed-rate and
floating-rate interest amounts calculated by rafeesto an agreed upon notional principal amount.

The Company also uses swaptions, interest rate angsnterest rate floors to manage interestriske A swaption is an option to enter
into a swap with a forward starting effective datbe Company pays a premium for purchased swapéindseceives a premium for written
swaptions. In an interest rate cap, the buyer vesgiayments at the end of each period in whiclntieeest rate exceeds the agreed strike [
Similarly, in an interest rate floor, the buyerea®s payments at the end of each period in wihiehrtterest rate is below the agreed strike
price. Swaptions and interest rate caps and flarsncluded in interest rate options.

In exchange-traded interest rate futures trangastihe Company purchases or sells a specified euofltontracts, the values of which
are determined by the values of underlying refezdninvestments, and posts variation margin onlg 8asis in an amount equal to the
difference in the daily market values of those caets. The Company enters into exchange-tradedefsitwith regulated futures commission’s
merchants who are members of a trading exchange.

Equity Contracts

Equity index options are contracts which will seith cash based on differentials in the underlyialices at the time of exercise and the
strike price. The Company uses combinations oflmases and sales of equity index options to hedgeftbcts of adverse changes in equity
indices within a predetermined range.

77



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

Total return swaps are contracts whereby the Cognpgrees with other parties to exchange, at sgekifitervals, the difference between
the return on an asset (or market index) and LIB2Bed on a notional amount. The Company genersdly total return swaps to hedge the
effect of adverse changes in equity indices.

Foreign Exchange Contracts

Currency derivatives, including currency futuregtions, forwards, and swaps, are used by the Coynjpareduce risks from changes in
currency exchange rates with respect to investnogrieminated in foreign currencies that the Compatier holds or intends to acquire or
sell, and to hedge the currency risk associateld mét investments in foreign operations and ardteig earnings of its foreign operations.

Under currency forwards, the Company agrees whikrgparties to deliver a specified amount of amtified currency at a specified
future date. Typically, the price is agreed upothattime of the contract and payment for suchrdreot is made at the specified future date
noted above, the Company uses currency forwardstigate the impact of changes in currency exchaatgs on U.S. dollar equivalent
earnings generated by certain of its ndu$. businesses, primarily its international insgeand investments operations. The Company exs
forward sales of the hedged currency in exchangll f8. dollars at a specified exchange rate. Theriti@s of these forwards correspond with
the future periods in which the non-U.S. dollar-olmmated earnings are expected to be generatede ®anings hedges do not qualify for
hedge accounting.

Under currency swaps, the Company agrees with péties to exchange, at specified intervals, tfferdnce between one currency and
another at an exchange rate and calculated byeraferto an agreed principal amount. Generallyptimeipal amount of each currency is
exchanged at the beginning and termination of tiieeacy swap by each party.

Credit Contracts

The Company writes credit default swaps for whialeceives a premium to insure credit risk. Thegeuaed by the Company to enhance
the return on the Company'’s investment portfoliccbgating credit exposure similar to an investniemublic fixed maturity cash instruments.
With these derivatives the Company sells creditqmtion on an identified name, or an index of naraes in return receives a quarterly
premium. This premium or credit spread generallyasponds to the difference between the yield err¢fierenced names (or an index’s
referenced names) public fixed maturity cash imsgmts and swap rates, at the time the agreemexrecuted. If there is an event of default by
the referenced name or one of the referenced nemties index, as defined by the agreement, theCtimapany is obligated to pay the
referenced amount of the contract to the countgr@and receive in return the referenced defaulésdisty or similar security or (in the case of
a credit default index) pay the referenced amoesd the auction recovery rate. See credit deresitivritten section for further discussion of
guarantees. In addition to selling credit protettite Company has purchased credit protection us#udjt derivatives in order to hedge
specific credit exposures in the Company’s investrpertfolio.

Other Contracts

TBAs. The Company uses “to be announced” (“TBA”) forwaahtracts to gain exposure to the investment nigkraturn of mortgage-
backed securities. TBA transactions can help thmg@2my enhance the return on its investment pootfalnd can provide a more liquid and «
effective method of achieving these goals thantasing or selling individual mortgadecked pools. Typically, the price is agreed upithe
time of the contract and payment for such a cohtsamade at a specified future date. Additionghlyrsuant to the
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Company’s mortgage dollar roll program, TBAs or tgage-backed securities are transferred to couantidp with a corresponding agreement
to repurchase them at a future date. These transacto not qualify as secured borrowings and aceunted for as derivatives.

Loan Commitments.In its mortgage operations, the Company entessdotnmitments to fund commercial mortgage loarspatified
interest rates and other applicable terms withet#jgd periods of time. These commitments arellgdpnding agreements to extend credit to
a counterparty. Loan commitments for loans thaltlvélheld for sale are recognized as derivativelsraoorded at fair value. The determinatior
of the fair value of loan commitments accounteda®derivatives considers various factors includamong others, terms of the related loan,
the intended exit strategy for the loans based @ither securitization valuation models or invegtorchase commitments, prevailing interest
rates, origination income or expense, and the vafservice rights. Loan commitments that relatghorigination of mortgage loans that will
be held for investment are not accounted for aivares and accordingly are not recognized inGoenpany’s financial statements. See Note
15 for a further discussion of these loan commitisien

Embedded DerivativesThe Company sells variable annuity products, winiety include guaranteed benefit features that ezeumted
for as embedded derivatives. These embedded deesatre marked to market through “Realized invesitngains (losses), net” based on the
change in value of the underlying contractual go@es, which are determined using valuation modéls.Company maintains a portfolio of
derivative instruments that is intended to econaihichedge the risks related to the above proddettures. The derivatives may include, but
are not limited to equity options, total return psainterest rate swaptions, caps, floors, and datiseruments.

The Company invests in fixed maturities that, iditidn to a stated coupon, provide a return bagehdhe results of an underlying
portfolio of fixed income investments and relateddastment activity. The Company accounts for thegestments as available-for-sale fixed
maturities containing embedded derivatives. Suchesided derivatives are marked to market througlaliRed investment gains (losses), net,
based upon the change in value of the underlyimjgtio.

Synthetic GuaranteesThe Company sells synthetic guaranteed investranitacts, through both full service and investmeamli sales
channels, to qualified pension plans. The assetswned by the trustees of such plans, who intesassets according to the contract terms
agreed to with the Company. The contracts contginaantee of a minimum rate of return on particifgmlances supported by the underlying
assets, and a guarantee of liquidity to meet eepairticipant-initiated withdrawals from the comtradJnder U.S. GAAP, these contracts are
accounted for as derivatives and recorded at &dires

The table below provides a summary of the gros®nak amount and fair value of derivatives consdny the primary underlying,
excluding embedded derivatives which are recorditdl thve associated host. Many derivative instrumeontain multiple underlyings. The f
value amounts below represent the gross fair v@laerivative contracts prior to taking into accothe netting effects of master netting
agreements and cash collateral held with the sameterparty. This netting impact results in totatidative assets of $1,217 million and $533
million as of March 31, 2014 and December 31, 20&8pectively, and total derivative liabilities$989 million and $2,156 million as of
March 31, 2014 and December 31, 2013, respectivefigcted in the Unaudited Interim Consolidateat&nent of Financial Position.

79



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

March 31, 2014 December 31, 201
Gross Fair Value Gross Fair Value
Primary Underlying/Instrument Type Notional(1) Assets Liabilities Notional(1)(2)  Assets(2 Liabilities(2)
(in millions)

Derivatives Designated as Hedge Accounting Instrunms:
Interest Rate
Interest Rate Sway $ 214: $ 23 $ (25F) $ 255¢ $ 26 $ (259
Foreign Currency
Foreign Currency Forwarc 572 1 (27) 534 1 (32
Currency/Interest Rate
Foreign Currency Sway 10,18¢ 234 (60¢€) 9,50z 238 (559
Total Qualifying Hedges $1289¢ ¢$ 256 $ (89O $ 1259 $ 26C $ (839
Derivatives Not Qualifying as Hedge Accounting Insuments:
Interest Rate
Interest Rate Sway $172,61° $6,447 $(5,987) $ 171,33° $5,727 $ (7,05
Interest Rate Future 28,82 6 D 34,424 1C (5)
Interest Rate Optior 24,06: 292 273) 25,30¢ 37C (297)
Interest Rate Forwart 3,251 0 3 1,452 0 (6)
Foreign Currency
Foreign Currency Forwarc 15,07¢ 432 (167) 13,12: 587 (399
Foreign Currency Optior 11¢€ 4 0 11¢€ 5 0
Currency/Interest Rate
Foreign Currency Sway 8,29 39t (30¢) 7,781 414 (309
Credit
Credit Default Swap 1,83 3 (42) 1,89(C 3 (49
Equity
Equity Futures 18t 1 (D) 262 1 @
Equity Options 73,92: 38¢ (28) 61,23 38¢ (12)
Total Return Swap 12,78¢ 18 (20¢) 11,55/ 1 (462)
Commodity
Commodity Future 46 1 (D) 37 1 0
Synthetic GIC’s(3) 78,03t 9 0 78,11( 8 0
Total Non-Qualifying Derivatives(4) $419,06( $7,99¢ $(7,016) $ 406,63. $7,51¢ $ (8,580

Total Derivatives(5) $431,95¢ $8,25¢ $(7,9000 $ 419,22 $7,77¢ $ (9,419

(1) Notional amounts are presented on a gross basimelnde derivatives used to offset existing posii.

(2) Prior periods have been revised to include thesgnosional amount and fair value of derivative caats used in a brok-dealer capacity

(3) The gross notional amount as of December 313 2@s been revised from $60,758 to $78,110 tecbthe previously reported amount. This amounsde impact the Unaudited
Interim Consolidated Financial Statemel

(4) Based on notional amounts, most of the Compsadgtivatives do not qualify for hedge accountiadadlows: i) derivatives that economically hedgebedded derivatives do not
qualify for hedge accounting because changes ifathgalue of the embedded derivatives are alreadgrded in net income, ii) derivatives that aized as macro hedges of the
Companys exposure to various risks typically do not qydliidr hedge accounting because they do not meetritegia required under portfolio hedge accountinigs, and iii) syntheti
guaranteed investment contracts (’s), which are product standalone derivatives dajoatify as hedging instruments under hedge acéuyntles.

(5) Excludes embedded derivatives which contairtiplelunderlyings. The fair value of these embeddiedvatives was a net liability of $2,419 millias of March 31, 2014 and a net
liability of $430 million as of December 31, 2018¢luded in“Future policy benefi” and“Fixed maturities, availat-for-sale”
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Offsetting Assets and Liabilities

The following table presents recognized derivatinstruments (including bifurcated embedded dens), and repurchase and reverse
repurchase agreements that are offset in the bakraet, and/or are subject to an enforceable nrestting arrangement or similar agreement,
irrespective of whether they are offset in the bedasheet.

March 31, 2014

Gross
Amounts Net
Offset in the Amounts
Gross Presented in
Amounts of Statement o the Statemen Financial
Recognizec Instruments/
Financial Financial of Financial Net
Instruments Position Position Collateral Amount
(in millions)
Offsetting of Financial Assets:
Derivatives $ 8,18¢ $ (7,039 $ 1,152 $ (1,410 $ (25¢)
Securities purchased under agreement to r 79t 0 79t (795) 0
Total Assets $ 8,981 $ (7,039 $ 194 $ (2,20 $ (25¢)
Offsetting of Financial Liabilities:
Derivatives $ 7,89 $ (6,916 $ 977 $ (929 $ 49
Securities sold under agreement to repurc 8,34¢ 0 8,34¢ (8,34%) 0
Total Liabilities $ 16,24 $ (6,916 $ 9,32 $ (9,276 $ 4¢
December 31, 201
Gross
Amounts Net
Offset in the Amounts
Gross Presented in
Amounts of Statement o the Statemen Financial
Recognizec Instruments/
Financial Financial of Financial Net
Instruments Position Position Collateral Amount
(in millions)
Offsetting of Financial Assets:
Derivatives $ 7,721 $ (7,24)) $ 48C $ (53H $ (59
Securities purchased under agreement to r 65€ 0 65€ (65€) 0
Total Asset: $ 8,377 $ (7,24) $  1,13¢ $ (1,19]) $ (55
Offsetting of Financial Liabilities:
Derivatives $ 9,40¢ $ (7,259 $ 2,151 $ (1,999 $ 152
Securities sold under agreement to repurc 7,89¢ 0 7,89¢ (7,89¢) 0
Total Liabilities $ 17,30¢ $ (7.25) $  10,04¢ $ (9,89 $ 152

For information regarding the rights of offset asated with the derivative assets and liabilitieshe table above see “—Counterparty
Credit Risk” below. For securities purchased uratgeements to resell and securities sold undeeagets to repurchase, the Company
monitors the value of the securities and maintagiteral, as appropriate, to protect againstiteeghosure. Where the Company has entered
into repurchase and resale agreements with the saumterparty, in the event of default, the Companyld generally be permitted to exerc
rights of offset. For additional information on tBempany’s accounting policy for securities
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repurchase and resale agreements, see Note 2@wthpany’s Consolidated Financial Statements iredud the Annual Report on Form X0-
for the year ended December 31, 2013.

Cash Flow, Fair Value and Net Investment Hedges

The primary derivative instruments used by the Camygn its fair value, cash flow, and net investbiegdge accounting relationships
are interest rate swaps, currency swaps and cyrfengards. These instruments are only designaietiddge accounting in instances where
the appropriate criteria are met. The Company doésise futures, options, credit, equity or embeddtkrivatives in any of its fair value, cash
flow or net investment hedge accounting relatiopshi

The following table provides the financial statemeassification and impact of derivatives usediralifying and non-qualifying hedge
relationships, excluding the offset of the heddethiin an effective hedge relationship.

Three Months Ended March 31, 201«

Interest

Realized Credited To Accumulated
Investment Net Policyholders’ Other
Investment Interest Comprehensive
Gains/ Other Account
(Losses) Income Income Expens¢ Balances Income(1)
(in millions)
Derivatives Designated as Hedg
Accounting Instruments:
Fair value hedges
Interest Ratt $ (5) $ (16 $ 0 $ O $ 2 $ 0
Currency 2 0 0 0 0 0
Total fair value hedge (3 (16 0 0 2 0
Cash flow hedge:
Interest Ratt 0 0 0 (6) 0] 2
Currency/Interest Ra 0 2 5 0 0 (30)
Total cash flow hedge 0 2 5 (6) 0 (28)
Net investment hedge:
Currency(2) 0 0 0 0 0 0]
Currency/Interest Ra 0 0 0 0 0 (18)
Total net investment hedg 0 0 0 0 0 (18)
Derivatives Not Qualifying as Hedge
Accounting Instruments:

Interest Ratt 1,917 0 0 0 0 0
Currency (6) 0 0 0 0 0
Currency/Interest Ra (12 0 0 0 0] 0]
Credit 1 0 0 0 0 0
Equity (299) 0 0 0 0] 0]
Commodity (1) 0 0 0 0 0
Embedded Derivative (1,740 0 0 0 0 0
Total nor-qualifying hedge: (149 0 0 0 0 0
Total $ (149 $ 14) $ (9 $ (6 $ 2 $ (46)
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Three Months Ended March 31, 201!

Interest

Realized Credited To Accumulated
Investment Net Policyholders’ Other
Investment Interest Comprehensive
Gains/ Other Account
(Losses, Income Income Expense¢ Balances Income(1)
(in millions)
Derivatives Designated as Hedg
Accounting Instruments:
Fair value hedges
Interest Ratt $ 23 $ (20 $ 0 $ O $ 6 $ 0
Currency (24 0 0 0 0 0
Total fair value hedge @ (20) 0 0 6 0
Cash flow hedge:
Interest Ratt 0 0 0 4 0] 5
Currency/Interest Ra 0 (D (16) 0 0 17¢%
Total cash flow hedge 0 (D (16) (4) 0 17¢
Net investment hedge:
Currency(2) 0 0 0 0 0 4
Currency/Interest Ra 0 0 0 0 0 10€
Total net investment hedg 0 0 0 0 0 11C
Derivatives Not Qualifying as Hedge
Accounting Instruments:

Interest Ratt (1,057%) 0 0 0 0 0
Currency (257) 0 0 0 0 0
Currency/Interest Ra 243 0 1 0 0 0
Credit (2 0 0 0 0 0
Equity (1,44%) 0 0 0 0 0
Commodity 0 0 0 0 0 0
Embedded Derivative 1,657 0 0 0 0 0
Total nor-qualifying hedge: (867) 0 1 0 0 0
Total $ (862 $ (21 $ (15 $ $ 6 $ 28¢

(1) Amounts deferred i“ Accumulated other comprehensive income (1"
(2) Relates to the sale of equity method investm

For the three months ending March 31, 2014, thiéeatve portion of derivatives accounted for ushnggdge accounting was not material
to the Company’s results of operations and theme we material amounts reclassified into earniedgting to instances in which the Company
discontinued cash flow hedge accounting becausfotheasted transaction did not occur by the grdieid date or within the additional time
period permitted by the authoritative guidancetf@r accounting for derivatives and hedging. In tholdj there were no instances in which the
Company discontinued fair value hedge accountireggtdia hedged firm commitment no longer qualifyérsga fair value hedge.
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Presented below is a roll forward of current pegadh flow hedges in “Accumulated other comprehenisicome (loss)” before taxes:

(in millions)
Balance, December 31, 2013 $ (449
Net deferred gains/(losses) on cash flow hedges flanuary 1 to March 31, 20 (38)
Amount reclassified into current period earni 10
Balance, March 31, 201 $ (479

Using March 31, 2014 values, it is anticipated thpte-tax loss of approximately $15 million wi# beclassified from “Accumulated
other comprehensive income (loss)” to earningsndutiie subsequent twelve months ending March 315, 26ffset by amounts pertaining to
the hedged items. As of March 31, 2014, the Compla®g not have any qualifying cash flow hedge®dasted transactions other than tt
related to the variability of the payment or reteipinterest or foreign currency amounts on ergfinancial instruments. The maximum
length of time for which these variable cash flaws hedged is 30 years. Income amounts deferrggtsumulated other comprehensive
income (loss)” as a result of cash flow hedgesradieded in “Net unrealized investment gains (Iea35@ the Consolidated Statements of
Equity.

For effective net investment hedges, the amoueferé applicable taxes, recorded in the cumuldtaeslation adjustment account wit
“Accumulated other comprehensive income (loss)” $838 million and $356 million as of March 31, 20ddd December 31, 2013.

Credit Derivatives

Credit derivatives where the Company has writteditprotection have $5 million of outstanding wotl amounts, reported at fair value
of less than $1 million, as of both March 31, 2@b4l December 31, 2013. These credit derivativese haNAIC designation of 2.

The Company’s maximum amount at risk under thesditderivatives assumes the value of the undeylyéfierenced securities become
worthless. These credit derivatives have maturdfdess than 2 years. This excludes a credit divig related to surplus notes issued by a
subsidiary of Prudential Insurance.

The Company also entered into a credit derivatia will require the Company to make certain paytsé@nthe event of deterioration in
the value of the surplus notes issued by a sulbgidfaPrudential Insurance. The notional amourthaf credit derivative is $500 million and
the fair value as of March 31, 2014 and DecembeRB13 was an asset of less than $1 million anabdity of $4 million, respectively. No
collateral was pledged in either period.

In addition to writing credit protection, the Conmyehas purchased credit protection using creditdtives in order to hedge specific
credit exposures in the Company’s investment pliotfés of March 31, 2014 and December 31, 2018,Glompany had $1,336 million and
$1,399 million of outstanding notional amounts pexgively, reported at fair value as a liability®#8 million and $42 million, respectively.
Counterparty Credit Risk

The Company is exposed to credit-related losséeirvent of noiperformance by counterparties to financial derixatransactions. Tl
Company manages credit risk by entering into dérkigaransactions with
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highly rated major international financial instituis and other creditworthy counterparties, andlgining collateral where appropriate.
Additionally, limits are set on single party credkposures which are subject to periodic managernsgigw.

The credit exposure of the Company’s OTC derivatimasactions is represented by the contractsamitbsitive fair value (market value)
at the reporting date. To reduce credit expostinesCompany seeks to (i) enter into OTC derivatigasactions pursuant to master agreemen
that provide for a netting of payments and receipth a single counterparty, and (ii) enter intsesgments that allow the use of credit support
annexes, which are bilateral rating-sensitive agegs that require collateral postings at estabtighreshold levels. Cleared derivatives are
bilateral transactions between the Company andiategparty where the transactions are cleared gffraLclearinghouse, such that each
derivative counterparty is only exposed to the diefaf the clearinghouse. These cleared transastiequire initial and daily variation margin
collateral postings and include certain interet savaps and credit default swaps entered inta @fter June 10, 2013, related to guidelines
under the Dodd-Frank Wall Street Reform and ConsuPnatection Act. Also, the Company enters intohaxge-traded futures and certain
options transactions through regulated exchangashese transactions are settled on a daily bhsisgby reducing credit risk exposure in the
event of non-performance by counterparties to $memcial instruments.

Under fair value measurements, the Company incatpsithe market's perception of its own and thentmparty’s non-performance risk
in determining the fair value of the portion of @3 C derivative assets and liabilities that areadliateralized. Credit spreads are applied to the
derivative fair values on a net basis by countéypdio reflect the Company’s own credit spread@pibased on relevant debt spreads is
applied to OTC derivative net liability positior&imilarly, the Company’s counterparty’s credit sgatés applied to OTC derivative net asset
positions.

Certain of the Company’s derivative agreements wdtime of its counterparties contain credit-ratielgted triggers. If the Company’s
credit rating were to fall below a certain levéle tcounterparties to the derivative instrumentdccoeguest termination at the then fair value of
the derivative or demand immediate full collateration on derivative instruments in net liabilitggitions. If a downgrade occurred and the
derivative positions were terminated, the Companticgpates it would be able to replace the denxapositions with other counterparties in
normal course of business. The aggregate fair w&ladl derivative instruments with credit-risk-aé¢d contingent features that are in a net
liability position were $260 million as of March 32014. In the normal course of business the Cosnpaa posted collateral related to these
instruments of $245 million as of March 31, 20%4hk credit-risk-related contingent features uhdeg these agreements had been triggered
on March 31, 2014, the Company estimates thatitldvbe required to post a maximum of $15 millioradflitional collateral to its
counterparties.

15. COMMITMENTS AND GUARANTEES, CONTINGENT LIABILIT IES AND LITIGATION AND REGULATORY MATTERS
Commitments and Guarantees
Commercial Mortgage Loan Commitmen

March 31, December 31
2014 2013
(in millions)
Total outstanding mortgage loan commitme $ 3,42t $ 2,36¢
Portion of commitment where prearrangement toteghvestor exist: $ 1,401 $ 587
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In connection with the Company’s commercial morgyagerations, it originates commercial mortgagaso&ommitments for loans that
will be held for sale are recognized as derivataed recorded at fair value. In certain of theaadactions, the Company pre-arranges that it
will sell the loan to an investor, including to gwmmental sponsored entities as discussed beltav,thé Company funds the loan.

Commitments to Purchase Investments (excluding Coencial Mortgage Loans)

March 31, December 31
2014 2013
(in millions)
Expected to be funded from the general accounbémet operations outside the separate accour $ 4,82¢ $ 5,461
Expected to be funded from separate accc $ 241 $ 274
Portion of separate account commitments with resmtw Prudential Insuran $ 0 $ 0

(1) Includes a remaining commitment of $236 millaxmd $256 million at March 31, 2014 and Decembe2813, respectively, related to the Company’s ement to co-invest with the
Fosun Group (Fosun) in a private equity fund, maddwy Fosun, for the Chinese marketpl:

The Company has other commitments to purchasendrifivestments, some of which are contingent up@mts or circumstances not
under the Company’s control, including those atdiseretion of the Company’s counterparties. Then@any anticipates a portion of these
commitments will ultimately be funded from its seqte2 accounts. Some of the separate account corantiérhave recourse to Prudential
Insurance if the separate accounts are unablentbthe amounts when due.

Guarantees of Investee Debt

March 31, December 31
2014 2013
(in millions)
Total guarantees of debt issued by entities in vthe separate accounts have inve $ 2,15¢ $ 2,51
Amount of above guarantee that is limited to sefeasacount asse $ 2,15¢ $ 2,51
Accrued liability associated with guaran $ 0 $ 0

A number of guarantees provided by the Companyadtareal estate investments held in its sepa@teunts, in which entities that the
separate account has invested in have borrowed famd the Company has guaranteed their obligatidresCompany provides these
guarantees to assist these entities in obtainranéiing. The Company’s maximum potential exposadeuthese guarantees is mostly limited
to the assets of the separate account. The expibgins not limited to the separate account assédses mostly to guarantees limited to fraud,
criminal activity or other bad acts. These guaresigenerally expire at various times over the eten years. At March 31, 2014, the
Company'’s assessment is that it is unlikely paysheiilt be required. Any payments that may beconggired under these guarantees would
either first be reduced by proceeds received byteditor on a sale of the underlying collateralwould provide rights to obtain the underly
collateral.
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Indemnification of Securities Lending Transactior

March 31, December 31
2014 2013
(in millions)
Indemnification provided to mutual fund and sepaatcount clients for securities lend $16,85: $ 15,59
Fair value of related collateral associated witbvabindemnification: $17,15¢ $ 15,96
Accrued liability associated with guaran $ 0 $ 0

In the normal course of business, the Company meilithte securities lending transactions on bebgthutual funds and separate
accounts for which the Company is the investmenisad and/or the asset manager. In certain of taesmgements, the Company has prov
an indemnification to the mutual funds or sepaa&i®ounts to hold them harmless against lossesadyseounterparty (i.e., borrower) defat
associated with the securities lending activitylitated by the Company. Collateral is providedthg counterparty to the mutual fund or
separate account at the inception of the loan équal greater than 102% of the fair value of tenled securities and the collateral is
maintained daily at 102% or greater of the faiueabf the loaned securities. The Company is onfisktif the counterparty to the securities
lending transaction defaults and the value of tilateral held is less than the value of the séiesrloaned to such counterparty. The Compan
believes the possibility of any payments underdhirdemnities is remote.

Credit Derivatives Written

As discussed further in Note 14, the Company witeslit derivatives under which the Company isgdtid to pay the counterparty the
referenced amount of the contract and receiveturmaghe defaulted security or similar security.

Guarantees of Asset Values

March 31, December 31
2014 2013
(in millions)
Guaranteed value of third par’ asset: $78,03¢ $ 78,11
Fair value of collateral supporting these as $79,67¢ $ 79,45¢
Asset associated with guarantee, carried at féire $ 9 $ 8

Certain contracts underwritten by the Retiremegtremnt include guarantees related to financial assehed by the guaranteed party.
These contracts are accounted for as derivativesamied at fair value. The collateral supportingse guarantees is not reflected on the
Company'’s balance sheet.

Guarantees of Credit Enhancements

March 31, December 31
2014 2013
(in millions)
Guarantees of credit enhancements of debt instrisassociated with commercial real estate a: $ 154 $ 15€
Fair value of properties and associated tax crélétssecure the guaran $ 19t $ 22(
Accrued liability associated with guaran $ 0 $ 0

87



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

The Company arranges for credit enhancements tHicetebt instruments that provide financing priiydor affordable multi-family
real estate assets, including certain tax-exempd fioancings. The credit enhancements providerassas to the debt holders as to the timely
payment of amounts due under the debt instrum&hsremaining contractual maturities for these gntaes are up to fifteen years. The
Company’s obligations to reimburse required credltancement payments are secured by mortgages ogldked real estate. The Company
receives certain ongoing fees for providing thesma@cement arrangements and anticipates the eidimgent of its obligation under these
enhancements prior to maturity through the aggregatnd transfer of its positions to a substituteamcement provider.

Indemnification of Serviced Mortgage Loar

March 31, December 31
2014 2013
(in millions)
Maximum exposure under indemnification agreememtsrfortgage loans serviced by the Comp $ 1,16¢ $ 1,17
First-loss exposure portion of abo $ 36¢ $ 371
Accrued liability associated with guarantt $ 16 $ 17

As part of the commercial mortgage activities & @ompanys Asset Management segment, the Company providgemseccial mortgac
origination, underwriting and servicing for certgiavernment sponsored entities, such as FannieaM@d&reddie Mac. The Company has
agreed to indemnify the government sponsored estitir a portion of the credit risk associated wiiftain of the mortgages it services thro
a delegated authority arrangement. Under thesageraents, the Company originates multi-family magees for sale to the government
sponsored entities based on underwriting standbheysspecify, and makes payments to them for afspepercentage share of losses they
incur on certain loans serviced by the Company. Tbmpany’s percentage share of losses incurredggnearies from 2% to 20% of the
loan balance, and is typically based on a first-legposure for a stated percentage of the loaméalalus a shared exposure with the
government sponsored entity for any losses in exckthe stated first-loss percentage, subjectdondractually specified maximum
percentage. The Company services $8,782 millianatgages subject to these loss-sharing arrangemsraf March 31, 2014, all of which
are collateralized by first priority liens on thederlying multi-family residential properties. AMarch 31, 2014, these mortgages had an
average debt service coverage ratio of 1.87 timdsaa average loan-to-value ratio of 60%. The Compead no losses related to
indemnifications that were settled for the threenthe ending March 31, 2014 and March 31, 2013 esgely.

Other Guarantees

March 31, December 31
2014 2013
(in millions)
Other guarantees where amount can be deterr $ 407 $ 404
Accrued liability for other guarantees and indercaifions $ 7 $ 7

The Company is also subject to other financial gotes and indemnity arrangements. The Companprbegled indemnities and
guarantees related to acquisitions, dispositian&stments and other transactions that are trigggreamong other things, breaches of
representations, warranties or covenants provigetido Company. These obligations are typically saijo various time limitations, defined
the contract or by operation of law, such as statof limitation. In some cases, the maximum p@eénbligation is subject to contractual
limitations, while in other cases such limitatiare not specified or applicable. Included above are
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$327 million and $323 million as of March 31, 20ddd December 31, 2013, respectively, of yield nesiahce guarantees related to certain
investments the Company sold. The Company doesxpaict to make any payments on these guarantees aotcarrying any liabilities
associated with these guarantees.

Since certain of these obligations are not suligeinitations, it is not possible to determine thaximum potential amount due under
these guarantees. The accrued liabilities idedtdieove do not include retained liabilities asseciavith sold businesses.

Contingent Liabilities

On an ongoing basis, the Company’s internal superyiand control functions review the quality oflesa marketing and other customer
interface procedures and practices and may recochmexifications or enhancements. From time to tithis, review process results in the
discovery of product administration, servicing tner errors, including errors relating to the tignior amount of payments or contract values
due to customers. In certain cases, if approprinéeeCompany may offer customers remediation angin@r charges, including the cost of
such remediation, administrative costs and regujdines.

The Company is subject to the laws and regulatidrstates and other jurisdictions concerning tlemiification, reporting and
escheatment of unclaimed or abandoned funds, aubject to audit and examination for compliancthwhese requirements. For additional
discussion of these matters, see “Litigation anguReory Matters” below.

It is possible that the results of operations erdash flow of the Company in a particular quayterlannual period could be materially
affected as a result of payments in connection thithmatters discussed above or other matters damgrin part, upon the results of operati
or cash flow for such period. Management belieliesyever, that ultimate payments in connection Witse matters, after consideration of
applicable reserves and rights to indemnificatgduld not have a material adverse effect on thagamy’s financial position.

Litigation and Regulatory Matters

The Company is subject to legal and regulatoryoastin the ordinary course of its businesses. lgridgal and regulatory actions
include proceedings relating to aspects of the Goig businesses and operations that are spezifi@hd proceedings that are typical of the
businesses in which it operates, including in lwatbes businesses that have been either divesptaced in wind-down status. Some of these
proceedings have been brought on behalf of vaatlaged classes of complainants. In certain ofatmeatters, the plaintiffs are seeking large
and/or indeterminate amounts, including punitivexemplary damages. The outcome of litigation mgalatory matter, and the amount or
range of potential loss at any particular timegften inherently uncertain.

The Company establishes accruals for litigation mgailatory matters when it is probable that a ks been incurred and the amount of
that loss can be reasonably estimated. For libgaind regulatory matters where a loss may be maksppossible, but not probable, or is
probable but not reasonably estimable, no accsuadtablished but the matter, if material, is diset!, including matters discussed below. The
Company estimates that as of March 31, 2014, theeggte range of reasonably possible losses irsexafeaccruals established for those
litigation and regulatory matters for which suchestimate currently can be made is not material lgss than $250 million). Any estimate is
not an indication of expected loss, if any, or @@mpany’s maximum possible loss exposure on sud¢teraaThe Company reviews relevant
information with respect to its litigation and régtory matters on a quarterly and annual basisugaites its accruals, disclosures and estir
of reasonably possible loss based on such reviews.

89



Table of Contents

PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Consolidated Financial &atement—(Continued)

Individual Annuities, Individual Life and Group Ins urance

In January 2013, qui tamaction on behalf of the State of Floridagtal Asset Recovery Services v. Met Life Inal.eManulife
Financial Corporation, et. al., Prudential Finandjdnc., The Prudential Insurance Company of Anmerand Prudential Insurance Agen
LLC. filed in the Circuit Court of Leon County, Floridaas served on the Company. The complaint alleggshe Company failed to escheat
life insurance proceeds to the State of Florideéatation of the Florida False Claims Act and semljgnctive relief, compensatory damages,
civil penalties, treble damages, prejudgment irstiertorneys’ fees and costs. In March 2013, th@any filed a motion to dismiss the
complaint. In August 2013, the court dismisseddbeplaint with prejudice. In September 2013, piffifited an appeal with Florida’s Circuit
Court of the Second Judicial Circuit in Leon County

In September 2012, the State of West Virginia, ufloits State Treasurer, filed a laws@Gitate of West Virginia ex. Rel. John D. Perdue
v. Prudential Insurance Company of Americathe Circuit Court of Putnam County, West VirginiThe complaint alleges violations of the
West Virginia Uniform Unclaimed Property Fund Agt tailing to properly identify and report all unaéi@ed insurance policy proceeds which
should either be paid to beneficiaries or eschetat&dest Virginia. The complaint seeks to examherecords of Prudential Insurance to
determine compliance with the West Virginia Unifonclaimed Property Fund Act, and to assess pesadtid costs in an undetermined
amount. In October 2012, the State of West Virgoimmenced a second acti@tate of West Virginia ex. Rel. John D. Perdueruc® Life
Insurance Comparmaking the same allegations stated in the actiamagPrudential Insurance. In April 2013, the Campfiled motions to
dismiss the complaints in both of the West Virgia@ions. In December 2013, the Court granted thegany’s motions and dismissed the
complaints with prejudice. In January, 2014, thet&bf West Virginia appealed the decisions.

In January 2012, a Global Resolution Agreementredtmsto by the Company and a third party audigwame effective upon its
acceptance by the unclaimed property departmer2d sfates and jurisdictions. Under the terms efGlobal Resolution Agreement, the third
party auditor acting on behalf of the signatoryestavill compare expanded matching criteria toSbeial Security Master Death File
(“SSMDPF”) to identify deceased insureds and corthatders where a valid claim has not been madEebruary 2012, a Regulatory
Settlement Agreement entered into by the Compamggolve a multi-state market conduct examinategarding its adherence to state claim
settlement practices became effective upon itspganee by the insurance departments of 20 statbpigadictions. The Regulatory Settlem
Agreement applies prospectively and requires tha@zmy to adopt and implement additional procedooesparing its records to the SSMDF
to identify unclaimed death benefits and prescrifresedures for identifying and locating benefigaronce deaths are identified. Substantiall
all other jurisdictions that are not signatorieshie Global Resolution Agreement or the Regula&ettlement Agreement have entered into
similar agreements with the Company.

The Company is one of several companies subpodneattte New York Attorney General regarding its @antled property procedures.
Additionally, the New York State Department of Ficél Services (“NYDFS”") has requested that 172 iiifsurers (including the Company)
provide data to the NYDFS regarding use of the S&EMIhe New York Office of Unclaimed Funds is contitug an audit of the Company’s
compliance with New York’s unclaimed property lawsFebruary 2012, the Massachusetts Office ofitierney General requested
information regarding the Company’s unclaimed propprocedures. In December 2013, this matter u@sed without prejudice.

From July 2010 to December 2010, four purportenatide class actions were filed challenging the ofretained asset accounts to
settle death benefit claims of beneficiaries of@ug life insurance contract owned
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by the United States Department of Veterans Affties covers the lives of members and veteranseottS. armed forces. In 2011, the cases
were consolidated in the United States District i€&ar the District of Massachusetts by the JudiPianel for Multi-District Litigation asn re
Prudential Insurance Company of America SGLI/VGhhtact Litigation.The consolidated complaint alleges that the usbefetained
assets accounts that earn interest and are awesitabke withdrawn by the beneficiary, in wholerpart, at any time, to settle death benefit
claims is in violation of federal law, and assettms of breach of contract, breaches of fiduciuty and the duty of good faith and fair
dealing, fraud and unjust enrichment and seeks eosgiory and punitive damages, disgorgement oitprefjuitable relief and pre and post-
judgment interest. In March 2011, the motion tordss was denied. In January 2012, plaintiffs féeshotion to certify the class. In Augt
2012, the court denied plaintiffs’ class certifioatmotion without prejudice pending the filing @immary judgment motions on the issue of
whether plaintiffs sustained an actual injury. lot@er 2012, the parties filed motions for sumnjadgment. In November 2013, the Court
issued a Memorandum and Order stating that the digfaintiffs: (1) did not suffer a cognizable legaury; (2) are not entitled to any dama
based on allegations of delay in payment of besieditd (3) are not entitled to disgorgement ofifgafs a remedy. The Court ordered further
briefing on whether nominal damages should be agdheathd whether any equitable relief should be grhrih February 2014, the parties filed
briefs on the issues addressed in the Court's order

In September 201®{uffman v. The Prudential Insurance Compampurported nationwide class action brought on lhefidneneficiaries
of group life insurance contracts owned by ERISAgyoed employee welfare benefit plans was filethénUnited States District Court for the
Eastern District of Pennsylvania, challenging tee af retained asset accounts in employee weltarefli plans to settle death benefit claims
as a violation of ERISA and seeking injunctiveethnd disgorgement of profits. In July 2011, tlerany’s motion for judgment on the
pleadings was denied. In February 2012, plainfiiésl a motion to certify the class. In April 201the Court stayed the case pending the
outcome of a case involving another insurer thaefere the Third Circuit Court of Appeals.

From November 2002 to March 2005, eleven sepamtglaints were filed against the Company and thefilan of Leeds Morelli &
Brown in New Jersey state court and in the Newede&iperior Court, Essex Countylaslerman v. Prudential Financial, Inc., et @he
complaints allege that an alternative dispute rgsmi agreement entered into among Prudential émsuer, over 235 claimants who are current
and former Prudential Insurance employees, andd Btdelli & Brown (the law firm representing theaghants) was illegal and that Pruder
Insurance conspired with Leeds Morelli & Brown tmamit fraud, malpractice, breach of contract, aiutbte racketeering laws by advancing
legal fees to the law firm with the purpose of limg Prudential’s liability to the claimants. InBre@ary 2010, the New Jersey Supreme Court
assigned the cases for centralized case managémrtéet Superior Court, Bergen County. The Compaaiigipated in a court-ordered
mediation that resulted in a settlement involvi®@ df the remaining 235 plaintiffs. The amountdpgai the 193 plaintiffs were within existing
reserves for this matter. In December 2013, the fi2om participated in court-ordered mediation tlesuifted in a December 2013 settlement
involving 40 of the remaining 42 plaintiffs withifjation against the Company, including plaintiffeo had not yet appealed the dismissal of
their claims. The amounts paid to the 40 plaintifese within existing reserves for this matter.

Other Matters

In October 2012, a shareholder derivative law$ti#phen Silverman, Derivatively on Behalf of Praidéfinancial, Inc. v. John R.
Strangfeld, et. al was filed in the United States District Court fbetDistrict of New Jersey, alleging breaches difdidry duties, waste of
corporate assets and unjust enrichment by certaioisofficers and directors. The complaint nanmedefendants the Company’s Chief
Executive Officer, the Chief Financial Officer, tReincipal Accounting Officer, certain membersioé {Company’s Board of Directors and a
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former Director. The complaint alleges that theetiefants made false and misleading statements iegah® Company’s current and future
financial condition based on, among other things,alleged failure to disclose: (i) potential ligtifor benefits that should either have been
paid to policyholders or their beneficiaries, oclesated to applicable states; and (ii) the extetiteoCompany’s exposure for alleged state anc
federal law violations concerning the settlementlaims and the escheatment of unclaimed prop€&hg.complaint seeks an undetermined
amount of damages, attorneys’ fees and costs, quithble relief including a direction for the Conmyao reform and to improve its corporate
governance and internal procedures to comply waitilieable laws.

In October 2012, the Board of Directors receivethareholder demand letter (the “Demand”), contaimittegations of wrongdoing
similar to those alleged in tt&lvermancomplaint. The Demand alleges that the Companysads&lanagement: (i) breached their fiduciary
duties of loyalty and good faith in connection wiltle management, operation and oversight of thepaosis business; (ii) breached their
fiduciary duty of good faith to establish and maintadequate internal controls; and (iii) breactisir fiduciary duties by disseminating false,
misleading and/or incomplete information, all imoection with the Company’s alleged failure to tlee SSDMF and to pay beneficiaries and
escheat funds to states. The Demand requestsithBobiard of Directors: (a) undertake an indepenthé@inal investigation into Senior
Management’s violations of New Jersey and/or fddave; and (b) commence a civil action against eaember of Senior Management to
recover for the benefit of the Company the amotidiaonages sustained by the Company as a restie@lleged breaches described above. |
response to the Demand, the Board of DirectorsddrenSpecial Litigation Committee that has retaimedutside law firm to investigate the
Demand’s allegations. In September 2013, beforedhelusion of the Special Litigation Committeaiséstigation, the shareholder who
submitted the Demand filed a shareholder derivdtiwesuit, Paul Memo, Derivatively on Behalf of Prudential &ircial, Inc. v. John R.
Strangfeld, Jr. et. alin New Jersey Superior Court, Essex County. Theptaimt (the “Memo complaint”) names as defendahés@ompany’s
Chief Executive Officer, the Vice Chairman, a fom@hief Financial Officer, the Principal Accounti@fficer, certain members of the
Company'’s Board of Directors and a former Direcldre complaint repeats the allegations in the Dehzant seeks an undetermined amount
of damages, attorneys’ fees and costs, and eqaiitalibf including a direction for the Company é&farm and to improve its corporate
governance and internal procedures to comply wiilieable laws. In March 2014, the Special LitigatCommittee completed its
investigation into the Demand’s allegations andchaihed that it is neither appropriate nor in thetheterests of the Compamyshareholders
pursue any litigation arising from allegations @néd in the Demand or in the Memo complaint, drad the Company should seek dismissal
of the Memo complaint.

In August 2012, a purported class action law<Litly of Sterling Heights General Employees’ ReteatSystem v. Prudential Financial,
Inc., et al. was filed in the United States District Court fbetDistrict of New Jersey, alleging violations efléral securities law. The
complaint names as defendants the Company’s CRieflive Officer, the Chief Financial Officer, tReincipal Accounting Officer and
certain members of the Company’s Board of Directbhe complaint alleges that knowingly false andledding statements were made
regarding the Compang’current and future financial condition basedamong other things, the alleged failure to discl¢§eotential liability
for benefits that should either have been paiddtpholders or their beneficiaries, or escheatedpplicable states; and (ii) the extent of the
Company’s exposure for alleged state and fedenal/lalations concerning the settlement of claimd #re escheatment of unclaimed property
The complaint seeks an undetermined amount of dasyagterest, attorneys’ fees and costs. In May32fe complaint was amended to add
three additional putative institutional investossl@ad plaintiffs: National Shopmen Pension Furitt Heavy & General Laborers’ Locals
472 & 172 Pension & Annuity Funds, and Roofers Ldda 149 Pension Fund. In June 2013, the Compamwenhto dismiss the amended
complaint. In February 2014, the Court denied tbenfany’s motion to dismiss.
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In October 2006, a purported class action law8dtjder v. Prudential Financial, Inc. and Prudentiakurance Company of America
was filed in the United States District Court fbetDistrict of New Jersey, claiming that Prudenfigdled to pay overtime to insurance agents ir
violation of federal and Pennsylvania law, and thgiroper deductions were made from these ageragew in violation of state law. The
complaint sought back overtime pay and statutorgatges, recovery of improper deductions, interest,atorneys’ fees. In March 2008, the
court conditionally certified a nationwide classtbe federal overtime claim. Separately, in Mar6b&, a purported nationwide class action
lawsuit was filed in the United States District @dier the Southern District of Californigyang v. Prudential Financial, Inc. and Prudential
Insurance, claiming that the Company failed to pay its agentertime and provide other benefits in violatadrCalifornia and federal law and
seeking compensatory and punitive damages in uifiggeamounts. In September 2088angwas transferred to the United States District
Court for the District of New Jersey and consokditvith theBoudermatter. Subsequent amendments to the complairtedsn additional
allegations involving purported violations of ardé@nal nine states’ overtime and wage paymensldw February 2010, Prudential moved to
decertify the federal overtime class that had lmmitionally certified in March 2008 and moved ssrmmary judgment on the federal
overtime claims of the named plaintiffs. In JulylRQ plaintiffs filed a motion for class certificati of the state law claims. In August 2010, the
district court granted Prudential’s motion for suargnjudgment, dismissing the federal overtime ckiim January 2013, the Court denied
plaintiffs’ motion for class certification in itsérety. In July 2013, the Court granted plaintiffsotion for reconsideration, permitting plaintiffs
to file a motion to certify a class of employeeurence agents seeking recovery under state wageamdaws. In September 2013, plaintiffs
filed a renewed motion for class certification.

Since April 2012, the Company has filed ten actieesking to recover damages attributable to investsnn residential mortgadmckec
securities (“RMBS”). Eight actions were filed in Nelersey state court, captionEde Prudential Insurance Company of America, ev.alP
Morgan Chase, et al.; The Prudential Insurance Canmypof America, et al. v. Morgan Stanley, et ahe Prudential Insurance Company
America, et al. v. Nomura Securities Internationat,., et al.; The Prudential Insurance Companyaoferica, et al. v. Barclays Bank PLC,
al.; The Prudential Insurance Company of Ameridalev. Goldman Sachs & Company, et al.; The Pntidé Insurance Company of Ameri
et al. v. RBS Financial Products, Inc., et al.; TPreaidential Insurance Company of America, et aCountrywide Financial Corp., et al.; and
The Prudential Insurance Company of America, evaUBS Securities LLC. et @ldditionally, two actions were filed in the Unit&lates
District Court for the District of New Jerseyhe Prudential Insurance Company of America v. @rgdisse Securities (USA) LLC, et al. and
The Prudential Insurance Company of America v. Bairkmerica National Association and Merrill Lyn&Co., Inc., et alAmong other
allegations stemming from the defendants’ origimatunderwriting and sales of RMBS, the complaassert claims of common law fraud,
negligent misrepresentation, breaches of the NeseyeCivil RICO statute, and, in some lawsuits efadl securities claims. The complaints
seek unspecified damages.

Seven of the defendan(i&P. Morgan, Barclays, Nomura, RBS, Goldman Sachsntrywide, and UBSEmoved the lawsuits from New
Jersey state court to the United States DistrictrClor the District of New Jersey. Ti@ountrywidedefendants also made an application to the
Judicial Panel on Multistrict Litigation to transfer that case to theitéd States District Court for the Central Distia¢tCalifornia. In Augus
2013, that application was granted. Except foNbenuraandGoldman Sachactions, the Company filed motions to remand thesldts to
New Jersey state court. TJ.P. Morgan, Barclays, RBS and UBS/suits were subsequently remanded to New Jetagy court.

Each of theGoldman Sachs, Morgan Stanley, Nomura, Credit 8uBarclays, Bank of America/Merrill Lynch, J.P. igan, RBSand
Countrywidedefendants filed motions to dismiss the complaag@inst them. The motions to dismiss filed@&gyldman Sachs, J.P. Morgan,
Morgan StanleyandCredit Suissénave been denied
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in their entirety. In December 2013, the lawsuiiagtGoldman Sachwas settled. In March 2014, the motion to dismilssl by Countrywide
was granted in part, dismissing the federal saearisuccessor-liability, fraudulent transfer, &elv Jersey RICO claims, and the court, sua
sponte, remanded the remaining claims to New Jestsgg court for further consideration. In Aprill2Q the Company filed an appeal with the
United States Court of Appeals for the Ninth Citcahallenging the court’'s March 2014 order gragtim part,Countrywide’smotion to

dismiss. In April 2014, Bank of America/Merrill Lgh’s motion to dismiss was granted in part andet&m part, with the court upholding the
common law and equitable fraud claims, and the 1383urities Act claims. The court dismissed withjpdice the negligent representation
claim, dismissed without prejudice the New Jerdey RICO claims and certain common law fraud claiand permitted the Company 45 days
to file an amended complaint. In April 2014BSfiled a motion to dismiss the complaint. The mo$ido dismiss filed by Barclays, Nomura,
RBS and UBS are pending.

Summary

The Company’s litigation and regulatory matterssarbject to many uncertainties, and given theirglexity and scope, their outcome
cannot be predicted. It is possible that the Comisamsults of operations or cash flow in a patacuyuarterly or annual period could be
materially affected by an ultimate unfavorable tegon of pending litigation and regulatory matteleppending, in part, upon the results of
operations or cash flow for such period. In lightt® unpredictability of the Company’s litigatiamd regulatory matters, it is also possible tha
in certain cases an ultimate unfavorable resolutfoone or more pending litigation or regulatoryttees could have a material adverse effe
the Company’s financial position. Management b&ghowever, that, based on information currentigwin to it, the ultimate outcome of all
pending litigation and regulatory matters, aftensideration of applicable reserves and rights demnnification, is not likely to have a material
adverse effect on the Company'’s financial position.
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PRUDENTIAL FINANCIAL, INC.

Unaudited Interim Supplemental Combining Statementf Financial Position
March 31, 2014 and December 31, 2013 (in millions)

ASSETS
Fixed maturities, availakt-for-sale, at fair valu
Fixed maturities, he-to-maturity, at amortized co

Trading account assets supporting insurance liggsijiat fair value

Other trading account assets, at fair vi
Equity securities, availak-for-sale, at fair valu
Commercial mortgage and other loi
Policy loans
Other lon¢-term investment
Shor-term investment
Total investment
Cash and cash equivalel
Accrued investment incor
Deferred policy acquisition cos
Value of business acquirt
Other asset
Separate account ass
TOTAL ASSETS

LIABILITIES AND EQUITY
LIABILITIES
Future policy benefit
Policyholder’ account balance
Policyholder’ dividends
Securities sold under agreements to repurc
Cash collateral for loaned securit
Income taxe:
Shor-term debi
Long-term debt
Other liabilities
Notes issued by consolidated variable interesties
Separate account liabilitie
Total liabilities

EQUITY
Accumulated other comprehensive income (li
Other attributed equit

Total attributed equit
Noncontrolling interest

Total equity

TOTAL LIABILITIES AND EQUITY

March 31, 2014

December 31, 201

Financial Closed Financial Closed

Services Block Services Block
Businesse: Business Consolidatec Businesse: Business Consolidatec
$251,05¢ $44,26: $ 295,32. $243,65: $43,21: $ 286,86¢
3,27¢ 0 3,27¢ 3,312 0 3,31
20,93t 0 20,93t 20,821 0 20,82
7,692 32¢ 8,021 6,111 342 6,45
6,24¢ 3,94: 10,191 6,02¢ 3,88¢ 9,91(
32,47 9,921 42,39: 31,33 9,67: 41,00¢
6,86: 4,971 11,83: 6,75: 5,01z 11,76¢
8,39: 2,08¢ 10,47 8,30¢ 2,02¢ 10,32¢
4,62F 1,39¢ 6,02 5,83 1,86¢ 7,708
341,56: 66,90 408,46¢ 332,15¢ 66,01 398,17:
11,29« 1,17¢ 12,47: 10,79 64z 11,43¢
2,53 60z 3,13¢ 2,50¢ 584 3,08¢
16,22¢ 38¢ 16,61, 16,10: 411 16,51:
3,61( 0 3,61( 3,67¢ 0 3,67t
13,41 861 14,27: 13,08: 751 13,83:
288,16 0 288,16 285,06( 0 285,06(
$676,79¢ $69,93¢ $ 746,73" $663,37¢ $68,40: $ 731,78:
$161,46¢ $50,07¢ $ 211,54( $156,60. $50,25¢ $ 206,85¢
131,89¢ 5,34t 137,24 131,29¢ 5,35¢ 136,65
13¢ 6,381 6,51¢ 97 5,41¢ 5,51¢
4,86¢ 3,48¢ 8,34¢ 4,12¢ 3,77( 7,89¢
4,03t 1,24 5,28z 4,23( 81C 5,04(
7,326 (46¢) 6,86( 6,01( (58¢) 5,42;
3,94« 75 4,01¢ 2,59¢ 75 2,66¢
20,96t 1,60( 22,56 21,95: 1,60( 23,55
12,481 74t 13,23 13,61¢ 307 13,92¢
4,101 0 4,101 3,30z 0 3,30z
288,16: 0 288,16: 285,06( 0 285,06(
639,38t 68,48 707,87 628,89 67,00¢ 695,90(
10,65: 14t 10,79¢ 8,58¢ 95 8,681
26,11’ 1,30¢ 27,42 25,29¢ 1,29¢ 26,59
36,77( 1,458 38,22 33,88¢ 1,39: 35,27¢
641 0 641 602 0 602
37,41 1,45¢ 38,86¢ 34,48¢ 1,39: 35,88
$676,79¢ $69,93¢ $ 746,73" $663,37¢ $68,40: $ 731,78:

See Notes to Unaudited Interim Supplemental ComdpiRinancial Information
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PRUDENTIAL FINANCIAL, INC.

Unaudited Interim Supplemental Combining Statementf Operations

Three Months Ended March 31, 2014 and 2013 (in mitins)

REVENUES

Premiums

Policy charges and fee incor

Net investment incom

Asset management and service 1

Other income

Realized investment gains (losses),

Other-than-temporary impairments on fixed maturity
securities
Other-than-temporary impairments on fixed maturity
securities transferred to Other Comprehensive &
Other realized investment gains (losses),
Total realized investment gains (losses),
Total revenue

BENEFITS AND EXPENSES

Policyholder’ benefits

Interest credited to policyhold¢ account balance

Dividends to policyholder

Amortization of deferred policy acquisition co

General and administrative expen

Total benefits and expens

INCOME (LOSS) FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES AND EQUITY IN
EARNINGS OF OPERATING JOINT VENTURES

Income tax expense (bene!

INCOME (LOSS) FROM CONTINUING OPERATIONS
BEFORE EQUITY IN EARNINGS OF OPERATING
JOINT VENTURES

Equity in earnings of operating joint ventures, oketaxes

INCOME (LOSS) FROM CONTINUING OPERATIONS

Income from discontinued operations, net of te

NET INCOME (LOSS)

Less: Income attributable to noncontrolling intés:

NET INCOME (LOSS) ATTRIBUTABLE TO
PRUDENTIAL FINANCIAL, INC.

2014

2013

Financial Closed Financial Closed

Services Block Services Block
Businesse Busines: Consolidatec Businesse Busines: Consolidatec
$ 5,22¢ $ 63¢ $ 5,86¢ $ 6,43 $ 647 $ 7,08¢
1,501 0 1,501 1,35¢ 0 1,35¢
3,06: 77t 3,83¢ 2,87t 763 3,63¢
904 0 904 82C 0 82C
52C 15 53E (2,016) 12 (2,009
(60) (19) (79) (209) (99) (30¢)
50 13 63 15C 88 23¢
81 142 224 (761) 10¢ (657)
71 137 20¢€ (820) 97 (729)
11,28¢ 1,56¢ 12,85¢ 8,652 1,51¢ 10,17:
5,59¢ 792 6,38¢ 6,40¢ 81t 7,21¢
981 34 1,01t 1,01¢ 34 1,05(
23 577 60C 57 50z 56C
42¢€ 11 437 207 11 21¢
2,55¢ 13¢ 2,69¢ 2,54¢ 137 2,68
9,58: 1,55: 11,13¢ 10,23( 1,50( 11,73(
1,70¢ 13 1,71¢ (1,579 19 (1,559
477 0 47% (831) 4 (827)
1,23: 13 1,24¢ (747) 15 (732)
0 0 0 46 0 46
1,232 13 1,24¢ (701) 15 (68€)
4 0 4 1 0 1
1,23¢ 13 1,24¢ (700 15 (68E)
11 0 11 35 0 35
$122¢ $ 13 $ 123 $ (739 $ 15 $ (720

See Notes to Unaudited Interim Supplemental ComdpiRinancial Information
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PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Supplemental Combining Fhancial Information

1. BASIS OF PRESENTATION

The supplemental combining financial informatioeg®nts the consolidated financial position andit®sfi operations for Prudential
Financial, Inc. and its subsidiaries (together,“tbempany”), separately reporting the Financiahgsrs Businesses and the Closed Block
Business. The Financial Services Businesses arditised Block Business are both fully integratedrations of the Company and are not
separate legal entities. The supplemental combifiagcial information presents the results of Eimancial Services Businesses and the
Closed Block Business as if they were separatertiagceentities and should be read in conjunctiothulie Consolidated Financial Statements
included in the Annual Report on Form 10-K for yeaded December 31, 2013.

The Company has outstanding two classes of commook.sSThe Common Stock reflects the performanabefrinancial Services
Businesses and the Class B Stock reflects the npeaftce of the Closed Block Business.

The Closed Block Business was established on tteeadalemutualization and includes the assetsiabdities of the Closed Block (see
Note 6 to the Unaudited Interim Consolidated Fiman8tatements for a description of the Closed Bjolt also includes assets held outside
Closed Block necessary to meet insurance regulatpital requirements related to products inclugghin the Closed Block; deferred policy
acquisition costs related to the Closed Block pedicthe principal amount of the IHC debt (as désad below) and related unamortized debt
issuance costs, as well as an interest rate suatpddo the IHC debt; and certain other relatestssand liabilities. The Financial Services
Businesses consist of the U.S. Retirement Solutiodsinvestment Management, U.S. Individual Lifd &roup Insurance, and International
Insurance divisions and Corporate and Other omersiti

2. ALLOCATION OF RESULTS

This supplemental combining financial informati@flects the assets, liabilities, revenues and esgredirectly attributable to the
Financial Services Businesses and the Closed HBoskness, as well as allocations deemed reasobgteanagement in order to fairly pres
the financial position and results of operationghef Financial Services Businesses and the Clokexk Business on a stand-alone basis. Whil
management considers the allocations utilized teebsonable, management has the discretion to opational and financial decisions that
may affect the allocation methods and resultingtas$iabilities, revenues and expenses of eaciméss In addition, management has limited
discretion over accounting policies and the appat@rallocation of earnings between the two busieesThe Company is subject to agreen
which provide that, in most instances, the Compaay not change the allocation methodology or actiogmolicies for the allocation of
earnings between the Financial Services Businesmk£losed Block Business without the prior conséite Class B Stock holders or IHC
debt bond insurer.

General corporate overhead not directly attribetabla specific business that has been incurredrinection with the generation of the
businesses’ revenues is generally allocated betteeRinancial Services Businesses and the Clokatk Business based on the general and
administrative expenses of each business as anpageeof the total general and administrative egpsifior all businesses.

Prudential Holdings, LLC, a wholly-owned subsidiafyPrudential Financial, Inc., has outstandingaesecured notes (the “IHC debt”),
of which net proceeds of $1.66 billion were all@zhto the Financial Services Businesses concunrigémthe demutualization on December 18,
2001. The IHC debt is serviced by the cash flowthefClosed Block Business, and the results o€losed Block Business reflect interest
expense associated with the IHC debt.
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PRUDENTIAL FINANCIAL, INC.
Notes to Unaudited Interim Supplemental Combining fhancial Information —(Continued)

Income taxes are allocated between the Financiaic®s Businesses and the Closed Block Busineggrasy were separate companies
based on the taxable income or losses and othehtacterizations of each business. If the Firsdu8grvices Businesses generate tax ben
such as net operating losses, it is entitled torcesuch tax benefits to the extent they are exletet be utilized on a consolidated basis.
However, if the Closed Block Business generatedbefits, it will receive the full benefit in cgsdnd the Financial Services Businesses will
subsequently recover the payment at the time theflie are actually utilized on a consolidated basi

Holders of Common Stock have no interest in a s#padegal entity representing the Financial Ses/Basinesses; holders of the Class E
Stock have no interest in a separate legal ergjiyesenting the Closed Block Business; and holafezach class of common stock are subject
to all of the risks associated with an investmarthe Company.

In the event of a liquidation, dissolution or windiup of the Company, holders of Common Stock andéns of Class B Stock would be
entitled to receive a proportionate share of theasgets of the Company that remain after payingahllities and the liquidation preferences of
any preferred stock.

The results of the Financial Services Businessesuject to certain risks pertaining to the CldBkxtk. These include any expenses
liabilities from litigation affecting the Closed @&tk policies as well as the consequences of ceptatiential adverse tax determinations. In
connection with the sale of the Class B Stock &i@ tlebt, the cost of indemnifying the investorshwispect to certain matters will be borne
by the Financial Services Businesses.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Management’s Discussion and Analysis of Financiahdition and Results of Operations (“MD&A”") addressthe consolidated
financial condition of Prudential Financial as ofdvth 31, 2014, compared with December 31, 2013, imsncbnsolidated results of operatic
for the three months ended March 31, 2014 and 29t8.should read the following analysis of our adidsted financial condition and resu
of operations in conjunction with the MD&A, the ‘dRiFactors” section, and the audited ConsolidatéuaRcial Statements included in the
Company’s Annual Report on Form 10-K for the yeadesl December 31, 2013, as well as the statemadts dForward-Looking
Statements” and the Unaudited Interim Consoliddtathncial Statements included elsewhere in thisr@guly Report on Form 10-Q.

Overview

Prudential Financial has two classes of commorkstotstanding. The Common Stock, which is publichded (NYSE:PRU), reflects
the performance of the Financial Services Busirgaghkile the Class B Stock, which was issued thincugrivate placement and does not trad
on any exchange, reflects the performance of theed Block Business. The Financial Services Busgsand the Closed Block Business are
discussed below.

Financial Services Businesses

Our Financial Services Businesses consist of thpeeating divisions, which together encompasseagaeents, and our Corporate and
Other operations. The U.S. Retirement Solutionslandstment Management division consists of ouiiddal Annuities, Retirement and
Asset Management segments. The U.S. Individual drifé Group Insurance division consists of our littligl Life and Group Insurance
segments. The International Insurance division istmsf our International Insurance segment. Oup@ate and Other operations include
corporate items and initiatives that are not alieddo business segments, as well as businessdwmtreabeen or will be divested.

We attribute financing costs to each segment basdgte amount of financing used by each segmealy@ixg financing costs associal
with corporate debt which are reflected in Corpe@td Other operations. The net investment incdreaach segment includes earnings on the
amount of capital that management believes is sacg$o support the risks of that segment.

We seek growth internally and through acquisitigoisit ventures or other forms of business comlamat or investments. Our principal
acquisition focus is in our current business lifegh domestic and international.

Closed Block Business

In connection with the demutualization, we ceadéeriog domestic participating products. The liéh#k for our traditional domestic in
force participating products were segregated, tagewith assets, in a regulatory mechanism refeares the “Closed Block.” The Closed
Block is designed generally to provide for the oewble expectations for future policy dividendeaftemutualization of holders of
participating individual life insurance policiesdaannuities included in the Closed Block by allougassets that will be used exclusively for
payment of benefits, including policyholder dividisn expenses and taxes with respect to these pgsod@ee Note 6 to the Unaudited Interim
Consolidated Financial Statements and “Business—Deaization and Separation of Businesses” in @ir32Annual Report on Form 10-K
for more information on the Closed Block.
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Executive Summary

Prudential Financial, a financial services leadiéhapproximately $1.131 trillion of assets undearmagement as of March 31, 2014, has
operations in the United States, Asia, Europe aatthlAmerica. Through our subsidiaries and affdgtwe offer a wide array of financial
products and services, including life insuranceyéties, retirement-related services, mutual furads] investment management. We offer thes
products and services to individual and instituslocustomers through one of the largest distrilutietworks in the financial services industry.

On February 11, 2014, Prudential Financial’'s Ba#rBirectors declared a cash dividend of $0.53gbere of Common Stock.

On January 2, 2014, we completed the acquisitiddroAsia Life Assurance Berhad, an establisheditifeirance company in Malaysia,
through the formation of a joint venture with BaBiknpanan Nasional (“BSN”), a bank owned by the Msilan government. The joint venture
paid cash consideration of $158 million, 70% of ethwas provided by Prudential Insurance and 30%hi¢h was provided by BSN.

During the first quarter of 2014, we purchasedrifion shares of our Common Stock at a total @ds$250 million, under the $1.0
billion share repurchase authorization from ouriflaz Directors covering the period from July 113@hrough June 30, 2014. We also
purchased 6.1 million shares in 2013 under thik@n#ation at a total cost of $500 million. The it and amount of any share repurchases
will be determined by management based upon madgetitions and other considerations, and such obases may be effected in the open
market, through derivative, accelerated repurchasenegotiated transactions and through prearramaéitig plans designed to comply with
Rule 10b5-1(c) under the Securities Exchange Ad984, as amended.

Regulatory Developments

Prudential Financial is a “Designated Financial @amy” under the Dodd-Frank Wall Street Reform andsTimer Protection Act (the
“Dodd-Frank Act”). As a “Designated Financial Compd Prudential Financial is subject to supervisan examination by the Federal
Reserve Bank of Boston and to prudential regulastamdards under the Dodd-Frank Act. The Finargtability Board (the “FSB”)¢consisting
of representatives of national financial authositid the G20 nations, has also identified PrudERtrmancial as a global systemically important
insurer that is to be subject to enhanced regulatio

At the direction of the FSB, the International Asistion of Insurance Supervisors (the “IAIS”) isently developing a model
framework (“ComFrame”) for the supervision of intationally active insurance groups (“IAIGs”) thaintemplates “group wide supervision”
across national boundaries. Prudential Financialifigs as an IAIG. In March 2014, we began paptting in field testing to assist the IAIS in
its development of ComFrame. Initial field testingl focus on gathering data to inform the develamhof the first step of ComFrame’s risk-
based global insurance capital standard, knowheatRasic Capital Requirement”.

In February 2014, the New York Department of FinanServices (“NY DFS”) notified us that it doestragree with our calculation of
statutory reserves (including the applicable cridireinsurance) for New York purposes in respéatertain variable annuity products. We
continuing discussions with the NY DFS regarding pihoper level of statutory reserves (includingdbgplicable credit for reinsurance) for
these and other products. If we are ultimately ireglto establish material additional reserves dlew York statutory accounting basis or post
material amounts of additional collateral with respto such variable annuity or other products,atility to deploy capital held within our
U.S. domestic insurance subsidiaries for other @agp could be affected. Most of our U.S. operatisgrance companies are licensed in New
York, but none are domiciled in New York.
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The National Association of Insurance CommissiofM#\IC"), the NY DFS and other regulators continigereview life insurers’ use of
captive reinsurance companies. In February 2014tdR& Associates, Inc., a consulting firm commassid by the NAIC, issued a report to
NAIC that recommends placing limitations on thedyf assets that may be used to finance resesgesiated with certain term and univel
life insurance policies and requiring captive reiess to collateralize their reinsurance obligatidn addition, in March 2014, a committee of
the NAIC proposed changes to the NAIC accreditastamdards that would regulate captive reinsuranogpanies that assume business
directly written in more than one state as “muléits reinsurers” and apply accreditation standerdisose captives that historically were
applicable only to traditional insurers. For infation on our use of captive reinsurance compameddfze potential effects of these proposals
on us, see “—Liquidity and Capital Resources—Cé#pitaaptive Reinsurance Companies” below.

For additional information on the potential impastsegulation on the Company, including the tolescribed above, see “Business—
Regulation” and “Risk Factors” included in our ArhiReport on Form 10-K for the year ended Decer8thef013.

Impact of a Low Interest Rate Environment
Domestic Financial Services Busines

As interest rates in the U.S. continue to remaivelothan historical levels, our current reinvestimgelds are consequently lower than
overall portfolio yield, primarily for our investmés in fixed maturity securities and commercial tgage loans. With the Federal Reserve
Board'’s stated intention to keep interest ratestltmaugh at least 2014, our overall portfolio yekre expected to continue to decline
throughout the coming year; however, the recemidtiaf increasing interest rates, if sustained, mitigate the impact of new investment
purchases on our overall portfolio yields.

For the domestic Financial Services Businessesmaccount, we expect annual scheduled paymadtprapayments to be
approximately 10% of the fixed maturity securitfdamommercial mortgage loan portfolios through 200t domestic Financial Services
Businesses’ general account has approximately Bli&in of such assets (based on net carrying yaseof March 31, 2014. As these assets
mature, the current average portfolio yield foefixmaturities and commercial mortgage loans of@pprately 4.5% is expected to decline «
to reinvesting in a lower interest rate environmémtluded in the $161 billion of fixed maturityaeities and commercial mortgage loans are
approximately $63 billion that are subject to acalfedemption features at the issuer’s option atta weighted average interest rate of
approximately 5%. As of March 31, 2014, approxiha89% of these assets contain prepayment penalties

The reinvestment of scheduled payments and prepatgraérates below the current portfolio yield liing in some cases at rates be
those guaranteed under our insurance contractspwpidict future operating results to the extentdeenot, or are unable to, reduce crediting
rates on in-force blocks of business, or effectivdllize other asset/liability management stragsgiescribed below, in order to maintain
current net interest margins. As of March 31, 2@i#,domestic Financial Services Businesses hagmaipnately $152 billion of insurance
liabilities and policyholder account balances. $ amount, approximately $49 billion representstiacts with crediting rates that may be
adjusted over the life of the contract, subjeguaranteed minimums. The following table sets fthdrelated account values by range of
guaranteed minimum crediting rates and the relatede of the difference, in basis points (bps)keh rates being credited to contractholder
as of March 31, 2014, and the respective guarameeichums.
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Account Values with Crediting Rates

Greater than

1-49 50-99 10C-150
At bps above bps above bps above 150
guaranteec guaranteec guaranteec guaranteec bps above
guaranteed
minimum minimum minimum minimum minimum Total
(% billions)
Range of Guaranteed Minimum
Crediting Rates:

Less than 1.00¢ $ O0F $ 0.C $ 0.C $ 0C $ 0.C $ 0.
1.00%-1.99% 1.2 1.8 10.€ 1.8 0.2 16.C
2.00%-2.99% 24 0.C 0.1 2.C 0.2 4.7
3.00%-4.00% 24.C 04 2.C 0.2 0.0 26.€
Greater than 4.00¢ 1.1 0.C 0.C 0.C 0.C 1.1
Total $ 29.: $ 2.2 $ 13.(C $ 4.C $ 04 $48.¢
Percentage of toti 6C% 4% 27% 8% 1% 10C%

Although we may have the ability to lower creditirsges for those contracts above guaranteed minanauor willingness to do so may
limited by competitive pressures.

Our domestic Financial Services Businesses alse Apgroximately $13 billion of insurance liabilgiand policyholder account balances
representing participating contracts for whichitheestment income risk is expected to ultimatelgrae to contractholders. The crediting rates
for these contracts are periodically adjusted baseithe yield earned on the related assets. Thaingmg $90 billion of the $152 billion of
insurance liabilities and policyholder account baks in our domestic Financial Services Businesgaesents long duration products such as
group annuities, structured settlements and otfsrance products that have fixed and guaranteed téor which underlying assets may have
to be reinvested at interest rates that are lokgar portfolio rates. We seek to mitigate the impdia prolonged low interest rate environment
on these contracts through asset/liability managenas discussed further below.

For the domestic Financial Services Businesseméaccount, assuming a hypothetical scenario evtier average 10-year U.S.
Treasury rate is 2.75% for the period from AprikD14 through December 31, 2015, and credit spresadain unchanged from levels as of
March 31, 2014, we estimate that the unfavorabfgaithto net interest margins included in pre-tgustédd operating income of reinvesting in
such an environment, compared to reinvesting aentiaverage portfolio yields, would be approxirhai1 million in 2014 and $47 million
in 2015. This impact is most significant in the iRehent and Individual Annuities segments. Thisdthgtical scenario only reflects the impact
related to the approximately $49 billion of contsashown in the table above, and does not refileatly benefit from potential changes to the
crediting rates on the corresponding contracthdidbilities where the Company has the contracaimity to do so, or other potential mitigau
such as changes in investment mix that we may imgte as funds are reinvested; ii) any impact rdltdeassets that do not directly support
our liabilities; iii) any impact from other factorimcluding but not limited to, new business, cantholder behavior, changes in competitive
conditions, and changes in capital markets; aridjany impact from other factors described below.

In order to mitigate the unfavorable impact th& tluirrent interest rate environment has on ouintetest margins, we employ a
proactive asset/liability management program, wimdtudes strategic asset allocation and derivaixeegies within a disciplined risk
management framework. These strategies seek tdrtecharacteristics of our products, and to ¢tjogpproximate the interest rate
sensitivity of the assets with the estimated irgerate sensitivity of the product liabilities. Casset/liability management program also helps
manage duration gaps, currency and other risksdegtwassets and liabilities through the use of davies. We adjust this dynamic process as
products change, as customer behavior changessarfthages in the market environment occur. Astrerir asset/liability management
process has permitted us to manage
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interest-sensitive products successfully througlessed market cycles. Our interest rate exposuadsis mitigated by our business mix, which
includes lines of business for which fee-basediasdrance underwriting earnings play a more prontingle in product profitability.

Japanese Insurance Operatic

Our Japanese insurance operations have experiarioadinterest rate environment for many yearsof\klarch 31, 2014, these
operations have $128 billion of insurance liakgtiand policyholder account balances, which ardgméantly comprised of long duration
insurance products that have fixed and guaranteust for which underlying assets may have to wested at interest rates that are lower
than portfolio rates. Also included in the $128ibil are approximately $7 billion of insurance liiles and policyholder account balances \
crediting rates that may be adjusted over theofifdtne contract, subject to guaranteed minimumaewver, for these contracts, most of the
current crediting rates are substantially at or geatractual minimums. Although we have the apilit lower crediting rates in some cases for
those contracts above guaranteed minimum credisitesg, the majority of this business has creditéerést rates which are determined by
formula. Our Japanese insurance operations empboyagtive asset/liability management program aeoto mitigate the unfavorable impact
that the current interest rate environment haswsmet interest margins, and includes strategiegasi to those described for the domestic
Financial Services Businesses above.

Results of Operatior

Net income of our Financial Services Businessethattable to Prudential Financial, Inc. for thesfiguarter of 2014 was $1,225 million
compared to a net loss of $735 million for thetfqgarter of 2013.

We analyze performance of the segments and Cogpanat Other operations of the Financial Servicesr®sses using a measure called
adjusted operating income. See “—Consolidated ResiilOperations—Segment Measures” for a discussiaujusted operating income and
its use as a measure of segment operating perfegenan

Pre-tax adjusted operating income for the Finarf®@ices Businesses for the first quarter of 2044 $1,571 million compared to
$1,478 million for the first quarter of 2013. Shotvelow are the contributions of each segment angd&ate and Other operations to our
adjusted operating income for the periods indicatedl a reconciliation of adjusted operating incaheur segments and Corporate and Other
operations to income (loss) from continuing operagibefore income taxes and equity in earningpefating joint ventures.
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Three Months Ended

March 31,
2014 2013
(in millions)
Adjusted operating income before income taxesdégnents of the Financial Services Busines
Individual Annuities $ 38¢ $ 372
Retiremen 364 22¢
Asset Manageme! 198 16¢
Total U.S. Retirement Solutions and Investment Manaent Divisior 94t 76¢
Individual Life 12t 137
Group Insuranc 6 9
Total U.S. Individual Life and Group Insurance Bioin 131 14¢€
International Insuranc 837 871
Total International Insurance Divisic 837 871
Corporate and Othe (342 (319
Adjusted operating income before income taxestferRinancial Services Busines: 1,571 1,47¢
Reconciling Items
Realized investment gains (losses), net, and cekd@istments(1 49 (3,305
Charges related to realized investment gains (§seet(2) (57) 302
Investment gains (losses) on trading account asgeorting insurance liabilities, net| 101 9t
Change in experien-rated contractholder liabilities due to asset vala@nges(4 (43 (143
Divested businesses( 73 29
Equity in earnings of operating joint ventures aagnings attributable to noncontrolling interesk: 11 (39
Income (loss) from continuing operations beforeime taxes and equity in earnings of operating jeémtures
for Financial Services Business 1,70t (1,579
Income (loss) from continuing operations beforeme taxes for Closed Block Busing 13 19
Consolidated income (loss) from continuing operaibefore income taxes and equity in earnings efaipmg
joint ventures $1,71¢ $(1,559)

@
@

©)
©)

(5)
(6)

Represents “Realized investment gains (losses), and related adjustments. See “—Realizeddimuent Gains and Losses” and Note 11 to our Unedidiitterim Consolidated
Financial Statements for additional informati

Includes charges that represent the impaaaifzed investment gains (losses), net, on the @maton of deferred policy acquisition costs arldes costs, and on changes in reserves.
Also includes charges resulting from payments eelab market value adjustment features of certhoupannuity products and the impact of realizecestment gains (losses), net, on
the amortization of unearned revenue resel

Represents net investment gains and lossesding account assets supporting insurance liggsiliSee “—Experience-Rated Contractholder LiaedjtTrading Account Assets
Supporting Insurance Liabilities and Other Reldtedstment?’

Represents changes in contractholder liakslitiee to asset value changes in the pool of inwgBsupporting these experience-rated contragés!-S-Experience-Rated
Contractholder Liabilities, Trading Account Ass8ispporting Insurance Liabilities and Other Reldteeéstments”

See“—Divested Business¢’

Equity in earnings of operating joint ventuege included in adjusted operating income but edediufrom income from continuing operations befoi@me taxes and equity in earnings
of operating joint ventures as they are reflecte@ &.S. GAAP basis on an after-tax basis as aatepine in our Unaudited Interim Consolidatedt&taents of Operations. Earnings
attributable to noncontrolling interests are exeldifrom adjusted operating income but includechdoime from continuing operations before taxes apity earnings of operating joi
ventures as they are reflected on a U.S. GAAP laasisseparate line in our Unaudited Interim Codatdd Statements of Operations. Earnings attiideii's noncontrolling interests
represent the portion of earnings from consolidattities that relates to the equity interests wfamity investors
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Results for the periods presented above reflediofleving:

Individual AnnuitiesSegment results for the first quarter of 2014 imasesl in comparison to the first quarter of 201Bnarily reflecting
higher net asset-based fee income, partially offgetn unfavorable impact on reserves and the &aatian of DAC and other costs from
changes in the estimated profitability of the besgdue to market performance in relation to osuragtions.

RetirementSegment results for the first quarter of 2014 iasesl in comparison to the first quarter of 201Bnarily reflecting higher ne
investment spread results, including favorableltegtom non-coupon investments, and higher asaséd fee income, driven by higher
investment-only stable value and full service actmalues.

Asset Managemerbegment results for the first quarter of 2014 iase&l in comparison to the first quarter of 201Bnarily reflecting
higher asset management fees, net of expensesndiwhigher assets under management due to negregciation and positive net flows.

Individual Life.Segment results for the first quarter of 2014 desed in comparison to the first quarter of 2018prily reflecting less
favorable mortality experience, inclusive of regetpdates in the current quarter, partly offsed ygher net contribution from investment
results driven by higher income from non-couporesiments and higher asset balances.

Group InsuranceSegment results for the first quarter of 2014 desed in comparison to the first quarter of 2018edriby a decline
from group disability claims experience and higbgpenses, partially offset by an increase in inctnor@ non-coupon investments.

International InsuranceSegment results for the first quarter of 2014 desed in comparison to the first quarter of 201Bdth our Life
Planner and Gibraltar Life and Other operationgluiding a net unfavorable impact from foreign coogexchange rates. Results from the
segment’s Life Planner operations also includergavorable impact from reserve refinements, pribpani our Korean operations. Excluding
these items, results from the segment’s Life Plaoperations increased in comparison to the fiostrger of 2013 primarily reflecting business
growth, partially offset by less favorable claimgerience, inclusive of reserve updates.

Results from the segment’s Gibraltar Life and Ottyagrations in the first quarter of 2013 includeghin on the sale of our remaining
indirect investment in China Pacific Group. Exchglithis item, along with the unfavorable impacfakign currency fluctuations noted abg
results increased in comparison to the first quat@013, primarily driven by lower expenses adl &s business growth.

Corporate and Other operation¥he results for the first quarter of 2014 as coragdo first quarter of 2013 reflect an increases$ lo
primarily due to higher levels of corporate expangartially offset by lower capital debt interegpense.

Closed Block Busineskicome from continuing operations before incomesagecreased $6 million in the first quarter of26@mpared
to the first quarter of 2013. Results primarilyleet an increase in net realized investment gaidshégher net investment income which
resulted in an increase in the policyholder divilebligation expense in the first quarter of 2014.
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Consolidated Results of Operations

The following table summarizes net income (loss)tiie@ Financial Services Businesses and the ClBgek Business for the periods
presented.

Three Months Ended

March 31,
2014 2013
(in millions)
Financial Services Businesse:
Revenue: $11,28t¢ $ 8,65
Benefits and expens 9,58: 10,23(
Income (loss) from continuing operations befor@me taxes and equity in earnings of operating joémtures
for Financial Services Business 1,70t (1,579
Income tax expense (bene! 47: (831)
Income (loss) from continuing operations beforeityga earnings of operating joint ventures for &icial
Services Business: 1,23 (747)
Equity in earnings of operating joint ventures, ofetaxes 0 46
Income (loss) from continuing operations for Finah&ervices Business 1,23 (707
Income (loss) from discontinued operations, ndtrés 4 1
Net income (los—Financial Services Business 1,23¢ (700
Less: Income (loss) attributable to noncontrollinigrests 11 35
Net income (loss) of Financial Services Businessgibutable to Prudential Financial, Ir $ 1,22t $ (735
Closed Block Business:
Revenue! $ 1,56¢ $ 1,61¢
Benefits and expens 1,55¢ 1,50(
Income (loss) from continuing operations beforeme taxes for Closed Block Busine 13 18
Income tax expens 0 4
Income (loss) from continuing operations for Clogddck Busines: 13 15
Income (loss) from discontinued operations, neagés 0 0
Net income (los—Closed Block Busines 13 15
Less: Income (loss) attributable to noncontrollinigrests 0 0
Net income (loss) of Closed Block Business attablg to Prudential Financial, In $ 13 $ 1E
Consolidated:
Net income (loss) attributable to Prudential Finahdnc. $ 1,23¢ $ (720

Results of Operations—Financial Services Businesses

2014 to 2013 Three Month Comparistmcome (loss) from continuing operations for thedficial Services Businesses increased $1,93
million from a loss of $701 million in the first guter of 2013 to income of $1,232 million in thesfiquarter of 2014. Results for the first
quarter of 2014 compared to the first quarter df2eflect the following:

» Higher net pre-tax earnings of $2,618 million réisgl from the impact of foreign currency exchangtemovements on certain non-
yen denominated assets and liabilities within @yrahese insurance operations which are econominalighed and offset in AOC
driven by the strengthening of the Japanese y#meicurrent quarter compared to the weakeninge#panese yen in the year ago
quarter;
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* $1,112 million higher net pre-tax realized gaires$es), excluding the impact of the hedging prograsociated with certain variable
annuities described below, primarily reflecting egas in the market value of derivatives due toaaiese in interest rates in the
current quarter compared to an increase in inteaéss in the year ago quarter; ¢

» $931 million favorable variance, before income taxeflecting the net impact from changes in tHeevaf our embedded derivatives
and related hedge positions associated with cevtiable annuities, largely driven by changestmadjustment for noperformanc
risk.

Partially offsetting these increases in incomeg)idsom continuing operations were the followingnits:

» Less favorable results of $1,486 million, on a f@ebasis, associated with our Capital Protecti@mfework, driven by a decrease in
interest rates in the current quarter compareadh toerease in the year ago quarter, reflectingdeaision to manage interest rate risk
through this framework

* A $1,304 million unfavorable variance reflecting &xpense in the current quarter compared to Ad¢arfit in the year ago quarter,
largely driven by pr-tax income in the current quarter compared to siloshe year ago quarte

* An $83 million unfavorable variance, before taXesim adjustments to deferred policy acquisition attter costs as well as reserves
reflecting updates to the estimated profitabilifyoar Individual Annuities business primarily drivey the impact of market
performance relative to our assumptions. This ededithe impact associated with the variable anmgitiging program discussed
above; ant

» The absence of a $66 million pre-tax gain in th&t fjuarter of 2013 from the sale of our remainidirect investment in China
Pacific Group

In addition to these impacts, results reflect besengrowth including the impact of higher accowattigs, particularly within our U.S.
Retirement Solutions and Investment Managementioinj and growth of in force business in our Inétional Insurance Division (see “—
Results of Operations for Financial Services Busses by Segment” for additional information).

Results of Operations—Closed Block Business
For a discussion of the results of operationstier@losed Block Business, see “—Results of Opearatid Closed Block Businesbélow

Segment Measures

Adjusted Operating Incomén managing our business, we analyze operatingpaence separately for our Financial Services Bassie:
and our Closed Block Business. For the Financiali€es Businesses, we analyze our segments’ opgrpérformance using “adjusted
operating income.” Results of the Closed Block Bass for all periods are evaluated and presentgdroaccordance with U.S. GAAP.
Adjusted operating income does not equatértodme (loss) from continuing operations beforeime taxes and equity in earnings of oper:
joint venture” or “net income” as determined in accordance WitB. GAAP but is the measure of segment profibes lwe use to evaluate
segment performance and allocate resources, arsitemt with authoritative guidance, is our measdirgegment performance. The
adjustments to derive adjusted operating incoméngpertant to an understanding of our overall ressaf operations. Adjusted operating
income is not a substitute for income determineaceordance with U.S. GAAP, and our definition djusted operating income may differ
from that used by other companies. However, wesbelthat the presentation of adjusted operatingnirecas we measure it for management
purposes enhances the understanding of our refudfgerations by highlighting the results from oimgpoperations and the underlying
profitability of the Financial Services Businesses.

See Note 11 to the Unaudited Interim Consolidaiedri€ial Statements for further information on phesentation of segment results anc
our definition of adjusted operating income.
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Annualized New Business Premiutnsmanaging certain of our businesses, we analynaaized new business premiums, which do no
correspond to revenues under U.S. GAAP. Annualied business premiums measure the current salesrpance of the business, while
revenues primarily reflect the renewal persistesicyolicies written in prior years and net investigsicome, in addition to current sales.
Annualized new business premiums include 10% ef fiear premiums or deposits from single pay prtedido other adjustments are made
limited pay contracts.

Assets Under Managemeht.managing our Asset Management business, we zmalsets under management, which do not correspo
to U.S. GAAP assets, because the principal soUroevenues is fees based on assets under managékasets under management represents
the fair market value or account value of assetslwive manage directly for institutional clientstail clients, and for our general account, as
well as assets invested in our products that areaged by third party managers.

Account Valued-or our Individual Annuity and Retirement businessessets are reported at account value, whiclodoonrespond to
U.S. GAAP assets. Net sales (redemptions) in adivigual Annuity business and net additions (witalals) in our Retirement business do
correspond to revenues under U.S. GAAP, but aré asa relevant measure of business activity.

Accounting Policies & Pronouncements

Application of Critical Accounting Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America, or
U.S. GAAP, requires the application of accountingjqies that often involve a significant degreguafgment. Management, on an ongoing
basis, reviews estimates and assumptions useé préparation of financial statements. If managerdetermines that modifications in
assumptions and estimates are appropriate giveantifacts and circumstances, the Company’s resfiliperations and financial position as
reported in the Unaudited Interim Consolidated Raial Statements could change significantly.

Management believes the accounting policies rajatirthe following areas are most dependent omapipdication of estimates and
assumptions and require management’s most diffisulijective, or complex judgments:

» Deferred policy acquisition costs (“DAC”) and otlearsts, including deferred sales inducements ahe\a business acquired;
*  Goodwill;

» Valuation of investments, including derivativesgdahe recognition of other-than-temporary impairtsgn

» Policyholder liabilities;

» Pension and other postretirement benefits;

+ Taxes onincome; and

* Reserves for contingencies, including reservefofiges in connection with unresolved legal matters.

DAC and Other Cost

The near-term future rate of return assumptiond usevaluating DAC and deferred sales inducemfantsur domestic variable annuity
and variable life insurance products are derivexgua reversion to the mean approach, a commorsindpractice. Under this approach, we
consider historical equity returns over a periodioe and initially adjust future projected equigturns over the next four years (the “near-
term”) so that the
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assets are projected to grow at the long-term eggeaate of return for the entire period. If thererm projected future rate of return is gre
than our near-term maximum future rate of returd 3%, we use our maximum future rate of returnofAlarch 31, 2014, our variable
annuities and variable life insurance businessasnas an 8.0% long-term equity expected rate ofmednd a 4.2% near-term mean reversion
equity rate of return.

The weighted average rate of return assumptionthése businesses consider many factors specifiad business, including asset
durations, asset allocations and other factorsg@éferally update the near term equity rates ofmedind our estimate of total gross profits eac
quarter to reflect the result of the reversionhi® inean approach, which assumes a convergence lantpterm equity expected rates of return
These market performance related adjustments tesiimate of total gross profits result in cumwatadjustments to prior amortization,
reflecting the application of the new required raft@mortization to all prior periods’ gross prefit

For additional information on our policies for DAGDd other costs and for the remaining critical aoting estimates listed above, see
Annual Report on Form 10-K for the year ended Ddman31, 2013, under “Managemenbiscussion and Analysis of Financial Conditiod
Results of Operations—Accounting Policies & Pronmements—Application of Critical Accounting Estimsite

Adoption of New Accounting Pronouncements
See Note 2 to our Unaudited Interim Consolidatethitial Statements for a discussion of newly adbateounting pronouncements.

Results of Operations for Financial Services Busirsses by Segment

U.S. Retirement Solutions and Investment Managememivision
Individual Annuities

The Individual Annuities segment offers variabl@aities that provide our customers with @eferred asset accumulation together w
base death benefit and a suite of optional guagdriteing benefits (including versions with guareed death benefits) and annuitization
options. It also offers fixed annuities that praeva guarantee of principal and interest creditedtas we determine, subject to certain
contractual minimums. As the investment returntendontractholder funds is generally attribute@ctiy to the contractholder, we derive our
revenue mainly from fee income generated on vagiabhuity account values, investment income eaondiked annuity account values, and
certain other management fees. Our expenses piyroarisist of interest credited and other bendditsontractholders, amortization of DAC
and other costs, non-deferred expenses relatéxa teelling and servicing of the various productsoffer, costs of hedging certain risks
associated with these products and the changeénves for benefit guarantees and other generaldsssexpenses. These drivers of our
business results are generally included in adjuspedating income, with exceptions related to degaarantees, as discussed below.

The U.S. GAAP accounting and our adjusted operatiogme treatment for our guarantees differs dejpgnabon the specific feature.
The reserves for our guaranteed minimum death k€f®@MDB”) and guaranteed minimum income beneft6 MIB”) features are calculated
based on our best estimate of actuarial and capaskets return assumptions. The risks associaithdhese benefit features are retained and
results are included in adjusted operating incdmeontrast, certain of our optional guaranteethtjivoenefit features are accounted for as
embedded derivatives and reported at fair valueldd).S. GAAP, the fair values of these benefitiezs are based on assumptions a market
participant would use in valuing these embeddedaives. We hedge or limit our exposure to certéks associated with these features
through our living benefits hedging program anddoict design elements. Adjusted operating incomedjsesissed below in “—Adjusted
Operating Income” and “—Revenues, Benefits and Bgps” excludes amounts related to changes in thieetnaalue of
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the embedded derivatives and related hedge positiond the related impact to amortization of DA@ ather costs. The items excluded from
adjusted operating income are discussed below iWdrable Annuity Living Benefits Hedging ProgramdRés.”

Account Values

Account values are a significant driver of our @tieg results. Since most fees are determined dyetrel of separate account assets, fee
income varies according to the level of accounti@al Additionally, our fee income generally drivdser items such as our pattern of
amortization of DAC and other costs. Account valaaesdriven by net flows from new business salesjmpact of market changes which can
be either positive or negative, and outflows relatesurrenders, withdrawals, benefit paymentspotidy charges. The annuity industry
competitive landscape, which has been dynamic theelast few years, may impact our net flows and hasiness sales. The following table
sets forth account value information for the pesigalicated.

Three Months Ended

March 31,
2014 2013
(in millions)
Total Individual Annuities(1):

Beginning total account valt $154,14( $135,34.
Sales 2,321 4,22¢
Surrenders and withdrawe (2,199 (1,819
Net sales 12¢ 2,401
Benefit payment (417) (381)
Net flows (283) 2,02¢
Change in market value, interest credited and athévity 2,261 6,11¢
Policy charge: (84¢) (736)
Ending total account valt $155,27¢ $142,74¢

(1) Includes variable and fixed annuities soldetail investment products. Investments sold thradefined contribution plan products are includethwguch products within the
Retirement segment. Variable annuity account valere $151.6 billion and $139.0 billion as of Mag&h 2014 and 2013, respectively. Fixed annuitpantvalues were $3.7 billion
as of both March 31, 2014 and 20

As shown above, our account values are signifigamtpacted by net sales and the impact of markdbpaance on customer accounts.
The increases in account values as of March 314 26Mpared to the prior periods were largely dribgriavorable changes in the market
value of contractholder funds, primarily reflectiaguity market appreciation and, to a lesser exparditive net sales. Results for the three
months ended March 31, 2014 compared to the pear period reflected a decline in sales couplet ®ait increase in surrenders and
withdrawals. The decline in sales for the three theended March 31, 2014 compared to the prior gedod was primarily due to a tempor
surge in sales in the first quarter of 2013, incipdtion of modifications to our products with thigghest daily benefit. This decline was
partially offset by sales of our Prudential Defiredome Variable Annuity, or PDI, which represengggbroximately 20% of total sales for the
first quarter of 2014. PDI was launched in thetfipgarter of 2013 to complement the products weroffith the highest daily benefit. The
increase in surrenders and withdrawals for thesthmenths ended March 31, 2014 compared to the yeiar period was primarily driven by
higher account values. Partially offsetting theseincreases in account values were higher pohieyges on contractholder accounts.
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Operating Results
The following table sets forth the Individual Anties segment’s operating results for the period&ated.

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Revenue! $1,157 $ 1,06¢
Benefits and expens 76¢ 69¢€
Adjusted operating incon 38¢ 372
Realized investment gains (losses), net, and ced@gistment 204 (1,080)
Related charge 36 362
Income (loss) from continuing operations beformme taxes and equity in earnings of operating join

ventures $ 62¢ $ (346

Adjusted Operating Income

Adjusted operating income increased $16 millionclgding the impacts of changes in the estimate@itplility of the business,
discussed below, adjusted operating income incde$8@ million. The increase was driven by highesetbased fee income due to growth in
average variable annuity account values, as disdugss'—Account Values” above, net of a related@ase in asset-based commissions. Also
contributing to the increase were lower amortizatosts and reserve provisions.

The impacts of changes in the estimated profitgbif the business include adjustments to the d@radidon of DAC and other costs anc
the reserves for the GMDB and GMIB features ofvanable annuity products. These adjustments eduft a net charge of $21 million and a
net benefit of $62 million in the first quarter2914 and 2013, respectively. The net charge ifithiequarter of 2014 primarily reflects the
impact of lower interest rates on expected ratestofn on fixed income investments within contnattier accounts, which more than offset
favorable equity market performance. The net bemethe first quarter of 2013 primarily reflectsetimpact of positive market performance or
contractholder accounts relative to our assumptibasweighted average rate of return assumptisred March 31, 2014, see “—Accounting
Policies & Pronouncements—Application of Criticatd®unting Estimates.”

Revenues, Benefits and Expenses

Revenues, as shown in the table above under “—@pgiesults,” increased $89 million. The increass driven by a $95 million
increase in policy charges and fee income, asseagement and service fees and other income, dyveth in average variable annuity
account values, as discussed in “—Account Valubsta. Partially offsetting this increase was an #illlion decline in net investment
income, driven by lower average account valuekéngeneral account due to surrenders of legacyrglesecount products and, to a lesser
extent, net transfers from the general accourtidséparate accounts.

Benefits and expenses, as shown in the table abwler “—Operating Results,” increased $73 millidbsent the $83 million net
increase related to the impacts of certain chaitgesr estimated profitability of the business dissed above, benefits and expenses decreas
$10 million. The amortization of DAC decreased $iiion, primarily due to lower amortization ratdsven by the impact of prior periods’
favorable market performance and other refinementdhe amortization rate applied to the curreniogegross profits. Interest credited to
policyholders’ account balances decreased by $1libmdriven by lower average account values ingkeeral account, as discussed above.
These decreases were partially offset by a $20omilhcrease in general and administrative expemssf capitalization, driven by higher
asset-based commissions and asset managemendwestsaccount value growth.
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Variable Annuity Risks and Risk Mitigants

The primary risk exposures of our variable annadwgtracts relate to actual deviations from, or ¢esno, the assumptions used in the
original pricing of these products, including capiharkets assumptions, such as equity marketgtunterest rates and market volatility, and
actuarial assumptions, such as contractholder lotygaortality, the timing and amount of annuitiat and withdrawals, and contract lapses.
For our actuarial assumptions, we have retainediskehat actual experience will differ from thesamptions used in the original pricing of
these products. For our capital markets assumptwasedge or limit our exposure to the risk crédig capital markets fluctuations through a
combination of product design elements, such asutomatic rebalancing element, also referred #naasset transfer feature, and inclusion of
certain optional living benefits in our living beite hedging program.

Our automatic rebalancing element occurs at th&acnevel, and transfers assets between ceréiable investment sub-accounts
selected by the annuity contractholder and, depenalh the benefit feature, a fixed-rate accoutihéngeneral account or a bond fund sub-
account within the separate accounts. The automeiglancing element associated with currently-poddiucts uses a designated bond fund
sub-account within the separate accounts. Thefaemnare based on the static mathematical formsga with the particular benefit which
considers a number of factors, including, but moitéd to, the impact of investment performancetmncontractholder’s total account value.
The objective of the automatic rebalancing elenetd help mitigate our exposure to equity markst and market volatility. Other product
design elements we utilize include, among othessgtaallocation restrictions, minimum issuancerageirements and certain limitations on
amount of subsequent contractholder deposits, Asseequired allocation to our general accountcfrtain of our products. In addition,
certain fees are based on the greater of a bensfiantee amount or the account value, which hpkmserve certain revenue streams when
market fluctuations cause account values to decline

We use our living benefits hedging program to marthg risk associated with certain of our optidivéthg benefit guarantees. This
program represents a balance among three objethigeseek to: 1) provide severe scenario protec#pminimize net income volatility
associated with an internally-defined hedge tamgad, 3) maintain capital efficiency. Through oudge program, we enter into derivative
positions that seek to replicate the net changaiirhedge target, discussed further below. In &ddtb mitigating capital markets risk and
income statement volatility, the hedging prograral$® focused on a long-term goal of accumulatssgts that could be used to pay claims
under these benefits irrespective of market path agditional information regarding this prograne $e-Variable Annuities Living Benefits
Hedging Program Results” below.

For our optional living benefits features, claimdl wrimarily represent the funding of contracthetdifetime withdrawals after the
cumulative withdrawals have first exhausted thetremtholder account value. Due to the age of thelgllimited claim payments have
occurred to date, and they are not expected teaser significantly within the next five years, lmhapon current assumptions. The timing and
amount of actual future claims depend on actuarmnston contractholder account value and actudtactmolder behavior relative to our
assumptions. The majority of our current optionahty benefits features provide for guaranteedilifie contractholder withdrawal payments
inclusive of a “highest daily” contract value. Astad under “—Account Values” above, late in thetfguarter of 2013, we launched our PDI
variable annuity, to complement the variable annpibducts we offer with the highest daily bend®DI also provides for guaranteed lifetime
contractholder withdrawal payments, but restrictstactholder asset allocation to a single bondi feub-account within the separate account.

The majority of our variable annuity contracts wagbtional living benefits features, and all new traats sold with our highest daily
living benefits feature, include two risk mitigarnsthe form of an automatic rebalancing elementiaclusion in our living benefits hedging
program. The guaranteed benefits features of celggacy products that were sold prior to our imatation of the automatic rebalancing
element product feature are included in our liiiemefits hedge program. Certain legacy guarantéeidnonm accumulation benefit (GMAB)
products include the automatic rebalancing elemmritare not included in the hedging program. Quntacts with the GMIB feature and our
new PDI product have neither risk mitigant.
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For our GMDBs, we provide a benefit payable in¢lient of death. Our base GMDB is generally equaliteturn of cumulative deposits
adjusted for any partial withdrawals. Certain pradunclude an optional enhanced GMDB based omitbater of a minimum return on the
contract value or an enhanced value. We have estdhre risk that the total amount of death bempafjtable may be greater than the
contractholder account value. However, a substgmidion of the account values associated with @d@re subject to an automatic
rebalancing element because the contractholdesalsoted a living benefit feature which includesaatomatic rebalancing element. All of -
variable annuity account values with living benédatures also contain GMDBs. The living and ddmghefit features for these contracts cover
the same insured life and, consequently, we haawéd both the longevity and mortality risk on théges.

The following table sets forth the risk profileaiir optional living benefits and GMDB features &she periods indicated.

March 31, 2014 December 31, 201 March 31, 2013
% of % of % of
Account Account Account
Value Total Value Total Value Total
(in millions)
Optional living benefit/tGMDB features(1):
Both risk mitigants(2 $106,98! 71%  $105,63( 71% $ 95,72( 69%
Hedging program onl 12,03( 8% 12,22¢ 8% 12,02: 9%
Automatic rebalancing onl 2,15¢ 1% 2,28( 2% 2,64 2%
Neither risk mitigan 4,85: 3% 4,45¢ 3% 3,652 2%
Total optional living benefitt GMDB feature $126,02: $124,59¢ $114,03¢
GMDB features only(3):
Neither risk mitigan 25,59¢ 17% 25,86¢ 16% 24,99¢ 18%
Total variable annuity account val $151,62( $150,46° $139,03:

(1) All contracts with optional living benefit guaraptealso contain GMDB features, covering the sasaréd life.
(2) Contracts with both risk mitigants have optionairlg benefits that are included in our living betefiedging program, and have an automatic rebalgretement
(3) Reflects contracts that only include a GMDB featame do not have an automatic rebalancing eler

The increase in account values that include bsthmiitigants as of March 31, 2014 compared to tier periods primarily reflects sales
of our latest product offerings with our highestiylaptional living benefits feature, as well asnket appreciation. The increase in account
values related to contracts that exclude bothmglgants was driven by sales of our new PDI praduc

Variable Annuity Living Benefits Hedging ProgranmsRis

Under U.S. GAAP, the liability for certain optiorlaling benefit features is accounted for as an edaed derivative and recorded at fair
value, based on assumptions a market participantdagse in valuing these features. The fair vatueaiculated as the present value of future
expected benefit payments to contractholders hespresent value of assessed rider fees attrileutalthe applicable living benefit features
using option pricing techniques. See Note 13 tdthaudited Interim Consolidated Financial Staterméot additional information regarding
the methodology and assumptions used in calculéi@dair value under U.S. GAAP.

As noted within “—Variable Annuity Risks and Riskitiants” above, we maintain a hedge program toagarthe risk associated with
certain of these guarantees. Our hedge prograipastin internally-defined hedge target. We revoewhedge target and hedge program on &
ongoing basis, and may periodically adjust
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them based on our evaluation of the risks assatiaith the guarantees and other factors. Basediorewiew in the third quarter of 2013, we
adjusted our hedge target so that, as currentipetfit includes the following modifications toetlissumptions used in the U.S. GAAP
valuation:

e The impact of non-performance risk (“NPR”) is exddal to maximize protection against the entire mtejg claim irrespective of the
possibility of our own defaul

» The assumptions used in the projection of cust@oeount values and living benefit costs are adjlisteeflect our assumed return
and volatility expectations for the underlying istents

» Actuarial assumptions are adjusted to remove rigkgins and reflect our best estimates.

Due to these modifications, we expect differen@heeriod between the change in the value ofriteedded derivative as defined by
U.S. GAAP and the change in the value of the hguigitions used to replicate the hedge target, plotentially increasing volatility in U.S.
GAAP earnings. Application of the valuation methludies described above could result in either killtgt or contra-liability balance for the
fair value of the embedded derivative under U.SABAnd/or the value of the hedge target, given gimgncapital market conditions and
various actuarial assumptions. The following tgirievides a reconciliation between the fair valu¢hef embedded derivative as defined by
U.S. GAAP and the value of our hedge target ah®periods indicated.

As of As of
March 31, December 31

2014 2013

(in billions)

Embedded derivative liability as defined by U.S. &2 $ 2E $ 0.t
Less: NPR Adjustmer (2.9 (2.9
Embedded derivative liability as defined by U.S.&A excluding NPF 5.4 2.7
Less: Amount of embedded derivative liability, exdihg NPR, excluded from hedge target liabi 4.4 3.6
Hedge target liability/(cont-liability) $ 1C $ (1.2

We seek to replicate the changes in our hedgettaygentering into a range of exchange-traded retkand over the counter equity and
interest rate derivatives to hedge certain capitalket risks present in our hedge target. Theunstnts include, but are not limited to, interest
rate swaps, swaptions, floors and caps as welljaisyeoptions, total return swaps and equity fusurEhe following table sets forth the market
and notional values of these instruments as opénmds indicated.

As of March 31, 2014 As of December 31, 201
Equity Interest Rate Equity Interest Rate
Market Market Market Market
Instrument Notional Value Notional Value Notional Value Notional Value
(in billions)

Futures $ 0.C $ 0.C $ 0.C $ 0.C $ 0.z $ 0.C $ 0.C $ 0.C
Swaps(1) 12.2 (0.2) 72.¢ (0.7) 11.1 (0.5) 72.2 (2.9)
Options 6.5 0.3 22.1 0 7.1 0.4 23.€ 0.1
Total $187 $01 $95C $(0.7) $18<4 $(0.1) $958 $(2.7)

(1) Includes interest rate swaps for which offsettpositions exist in Corporate and Other operatiogflecting the impact of managing interest rage through capital management
strategies other than hedging of particular expsused —Corporate and Oth¢”

Due to cash flow timing differences between ourdileg instruments and the corresponding hedge tamgetell as other factors such as
updates to actuarial assumptions which are notdebdge market value of the hedge portfolio compémeour hedge target measured as of an
specific point in time may be different and is papected to be fully offsetting. In addition to ttherivatives held as part of the hedging
program, we have
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cash and other invested assets available to cbheduture claims payable under these guaranteesthedliabilities. For additional informatis
on the liquidity needs associated with our hedgiragram, see “—Liquidity and Capital Resources—Idéy—Liquidity associated with
other activities—Hedging activities associated Jiiking benefit guarantees.”

The primary sources of differences between the gémin the fair value of the hedge positions aeditdge target, other than changes
related to actuarial valuation assumption upddtdisnto one of three categories:

» Fund Performance—In order to project future accoafite changes, we make certain assumptions albauehch underlying fund
will perform. We map contractholder funds to indi¢kat we believe are comparable, are readily bledand have active derivative
markets. The difference between the modeled funidpeance and actual fund performance results @ishdifferences that can be
either positive or negativ

» Rebalancing Costs and Volatilitye incur costs associated with rebalancing hedggipos for basis differences between the h
positions and the hedge target. Our hedge progsaisd subject to the impact of realized markeatidly in excess of, or lower the
our hedge target volatility assumptio

» Liability Basis—We make assumptions about expectehges in the hedge target related to contraahblehavior, which are not
hedged, and capital markets impacts, which we attéonreplicate with our hedge program. The diffexe between the actual char
in the hedge target and the expected changes veerhadeled results in basis differences, which @aither positive or negativ

The net impact of both the change in the fair vallithe embedded derivative associated with oumdivenefit features and the chang
the fair value of the related hedge positions édlided in “Realized investment gains (losses), arad, related adjustments” and the related
impact to the amortization of DAC and other costsicluded in “Related chargedqbdth of which are excluded from adjusted operaitiogme.
The following table shows the net impact of chanigabe embedded derivative and related hedgeiposijtas well as the related amortization
of DAC and other costs, for the periods indicated.

Three Months Ended

March 31,
2014 2013
@
(in millions)
Hedge Program Results:
Change in fair value of hedge positic $ 1,95¢ $(2,709)
Change in value of hedge tart (1,936 2,40(
Net hedging impact(z $ 20 $ (300
Reconciliation of Hedge Program Results to U.S. GAR Results:
Net hedging impact (from abov $ 20 $ (307)
Change in portions of U.S. GAAP liability, beforé®R, excluded from hedge target (561) 25¢
Change in the NPR adjustme 72€ 1,03¢)
Net impact from changes in the U.S. GAAP embeddgiVdtive and hedge positions—reported in
Individual Annuities 187 1,07¢)
Related benefit to amortization of DAC and othests 29 363
Net impact from changes in the U.S. GAAP embedagtvdtive and hedge positions, after the impact ¢
NPR, DAC and other cos—reported in Individual Annuities(Z $ 21¢€ $ (71F

(1) Positive amount represents income; negative anrepnésents a los
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(2) Excludes $(870) million and $318 million fortthree months ended March 31, 2014 and 2013, atsgly, representing the impact of managing irgerate risk through capital
management strategies other than hedging of pkatieMposures. Because this decision is basedeocaghital considerations of the Company as a witeéeimpact is reported in
Corporate and Other operations. “—Corporate and Oth¢’

(3) Represents the impact attributable to the diffee between the value of the hedge target aneatbe of the embedded derivative as defined by BAAP, before adjusting for NPR,
as discussed abov

The net hedging benefit of $216 million and chasg&715 million for the first quarter of 2014 an@13, respectively, were primarily
attributable to changes in the portions of the GBAP liability that are excluded from our hedgeget, including the change in NPR, net of
the offsetting impacts of including those changegross profits used to calculate the amortizadDAC and other costs. Net unfavorable
capital markets conditions in 2014, primarily driMey declining interest rates, drove increasebénblase embedded derivative liability before
NPR which resulted in corresponding increasesenNRR adjustment for the three months ended Mat¢cR@BL4. Favorable capital mark
conditions in 2013, primarily driven by improveduity markets, drove decreases in the base embeatigadtive liability before NPR which
resulted in corresponding declines in the NPR analfjast for the three months ended March 31, 2013 Tesser extent, results for both period:
also reflect the impacts of changes in the valueunfhedge target and related hedge positionsfiidteuarter of 2014 reflected a realized gair
from these net hedging impacts, driven by fund exiggmance relative to indices and lower interagt volatility net of unfavorable liability
basis. The first quarter of 2013 reflected a realilbss from these net hedging impacts, driverubg underperformance relative to indices ant
rebalancing costs and volatility. The changes @NIPR adjustment and the net hedging impacts watally offset by related impacts to the
amortization of DAC and other costs for both pesiod

For information regarding the Capital Protectioaework we use to evaluate and support the risksiohedging program, see “—
Liquidity and Capital Resources—Capital.”

Retirement
Operating Results
The following table sets forth the Retirement segtiseoperating results for the periods indicated.

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Revenue! $1,531 $1,33¢
Benefits and expens 1,165 1,10¢
Adjusted operating incon 364 22¢
Realized investment gains (losses), net, and cekd@istment 11¢€ (1279)
Related charge 0 1
Investment gains (losses) on trading account asaegsorting insurance liabilities, r 172 (122)
Change in experien-rated contractholder liabilities due to asset valange: (119 74
Income (loss) from continuing operations beformme taxes and equity in earnings of operating join

ventures $ 54C $ 64

Adjusted Operating Income

Adjusted operating income increased $136 milliaimarily driven by higher net investment spreadifissand higher asset-based fee
income. The increase in net investment spreadtsesflects higher income on
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institutional investment products driven by higheturns from noreoupon investments and the benefits from reinvestsriato higher yieldin
securities. In addition, full service net investrispread results were higher reflecting lower dnegirates driven by rate resets in the third
quarter of 2013 and first quarter of 2014. High&sed-based fee income is driven by net additionsveistment-only stable value account
values over the last twelve months and highersetizice account values driven by market appreciatio

Revenues, Benefits and Expenses

Revenues, as shown in the table above under “—@pegmesults,” increased $195 million. Net investin@come increased $121
million, primarily reflecting higher income on intsitional investment products, driven by higheuras from non-coupon investments and the
benefits from reinvestments into higher yieldingugg@ies. Premiums increased $47 million, driverhilyher non-participating group annuity
and life-contingent structured settlement sale® ifibrease in premiums resulted in a corresporidicrgase in policyholders’ benefits, as
discussed below. Policy charges and fee incomet asanagement and service fees and other incomeased $27 million, reflecting higher
asset-based fees, primarily driven by net additafriavestment-only stable value account values tive last twelve months and higher full
service account values driven by market appreciatio

Benefits and expenses, as shown in the table aloler “—Operating Results,” increased $59 milliBolicyholders’ benefits, including
the change in policy reserves, increased $63 mifidmarily reflecting the increase in premiumscdissed above and higher interest credited
on pension risk transfer account values. Partisffigetting this increase was a $17 million decraasgpterest credited to policyholde@tcount
balances, primarily reflecting the impact of cradjtrate reductions on full service general accatable value account values and the runoff c
traditional guaranteed investment products in pstitutional investment products business.

Account Values

Our account values are a significant driver of @perating results, and are primarily driven by additions (withdrawals) and the impact
of market changes. The income we earn on our feeebproducts varies with the level of fee-basedaicvalues, since many policy fees are
determined by these values. The investment incordérderest we credit to policyholders on our sgrbased products varies with the level of
general account values. To a lesser extent, changesount values impact our pattern of amortimatf DAC and value of business acquired,
and general and administrative expenses. The follptable shows the changes in the account valugset additions (withdrawals) of
Retirement segment products for the periods inditatiet additions (withdrawals) are deposits amekssar additions, as applicable, minus
withdrawals and benefits. Account values includthboternally- and externally-managed client batmas the total balances drive revenue fo
the Retirement segment. For more information oerirdlly-managed balances see “—Asset Management.”
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Three Months Ended

March 31,
2014 2013
(in millions)
Full Service(1):
Beginning total account valt $173,50:. $148,40!
Deposits and sale 8,581 5,67¢
Withdrawals and benefi (6,009 (4,67¢
Change in market value, interest credited andéstancome and other activi 2,06¢ 6,977
Ending total account valt $178,15( $156,38(
Net additions $ 2,58¢ $ 1,00:
Institutional Investment Products(2):
Beginning total account valt $149,40: $141,43!
Additions 1,73¢ 3,84t
Withdrawals and benefi (3,01%) (2,319
Change in market value, interest credited andéstancome 1,45¢ 20z
Other 87 (152)
Ending total account value(3)( $149,66: $143,01.
Net additions (withdrawals)(* $ (1,289 $ 1,52¢

1)
@
©)
©)
©)

Ending total account value for the full serviceibess includes assets of Pruder's retirement plan of $7.7 billion and $6.9 billias of March 31, 2014 and 2013, respectiv

Ending total account value for the institutibimvestment products business includes assetsudfeRtials retirement plan of $5.6 billion and $5.9 billias of March 31, 2014 and 20
respectively. Ending total account value for th&titntional investment products business also ghesu$1.9 billion as of both March 31, 2014 and 2@l&ed to collateralized funding
agreements issued to the Federal Home Loan BaNkwfYork (FHLBNY). For additional information, sépote 9 to the Unaudited Interim Consolidated Finartatements

Ending total account value for the institutibimvestment products business includes investroaht-stable value account values of $72.8 billiod 64.2 billion as of March 31, 2014
and 2013, respectivel

Ending total account value for the institutibimvestment products business includes $31.2ohilind $33.1 billion as of March 31, 2014 and 2@&kpectively, related to significant
pension risk transfer transactions that closetiénfourth quarter of 2012. These account valudsdedline over time resulting from benefit paymetatgontract holder:

Net additions (withdrawals) for the institutional/estment products business include invest-only stable value net additions (withdrawals)$®.@) billion and $3.5 billion for the
three months ended March 31, 2014 and 2013, regelyc

The increase in full service account values as afdid 31, 2014 compared to March 31, 2013 primaefiects the impact of equity

market appreciation on the market value of custdomeis over the past twelve months. The increaseiradditions for the three months en
March 31, 2014 compared to the prior year period pramarily driven by a higher volume of large pkales.

The increase in institutional investment producisoaint values as of March 31, 2014 compared to Matg 2013 primarily reflects net

additions of our fee-based investment-only stablee product over the past twelve months, partiaffget by scheduled withdrawals and
benefit payments. The decrease in net additiorthd@nawals) for the three months ended March 314 2@mpared to the prior year period was
primarily due to decreases in investment-only statllue sales, primarily driven by existing intedi@ey relationships reaching saturation
levels and increased competition in the marketplace
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Asset Managemer
Operating Results
The following table sets forth the Asset Managensegiment’'s operating results for the periods indita

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Revenue! $ 667 $ 64z
Expense! 474 47%
Adjusted operating incon 19: 16¢
Realized investment gains (losses), net, and ced@gistment 7 (6)
Equity in earnings of operating joint ventures aadnings attributable to noncontrolling intere 7 29
Income (loss) from continuing operations beforeme taxes and equity in earnings of operating jo

ventures $ 207 $ 197

Adjusted Operating Income

Adjusted operating income increased $24 milliore Tritrease primarily reflects higher asset managefees, net of expenses, as a
result of higher assets under management due tketregppreciation and positive net asset flows.

Revenues and Expenses

The following table sets forth the Asset Managensegiment’s revenues, presented on a basis consistirihe table above under “—
Operating Results” by type.

Three Months Ended

March 31,
2014 2013
(in millions)
Revenues by type:
Asset management fees by sou

Institutional customer $ 214 $ 20:
Retail customers(] 17z 14t
General accour 102 103
Total asset management fe 48¢ 451
Incentive fee: 21 2
Transaction fee 7 5
Strategic investin 17 15
Commercial mortgage(: 21 29
Other related revenues( 66 51
Service, distribution and other revenues 112 14C
Total revenue: $ 667 $ 64z

(1) Consists of fees from: (a) individual mutuahdis and variable annuities and variable life insceaseparate account assets; (b) funds invesmdmnietary mutual funds through our
defined contribution plan products; and (c) thietttp sub-advisory relationships. Revenues fromdfiaanuities and the fixed-rate accounts of variableuities and variable life
insurance are included in the general accc
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(2) Includes mortgage origination and spread lendingmaes of our commercial mortgage origination arglising busines:

(3) Future revenues will be impacted by the level amdrdification of our strategic investments, thencoercial real estate market, and other domestidgraachational market:

(4) Includes payments from Wells Fargo under ae@mgent dated as of July 30, 2004 implementing genaents with respect to money market mutual fund®nnection with the
combination of our retail securities brokerage eledring operations with those of Wells Fargo. ajeeement extends for ten years after terminafidineoWachovia Securities joint
venture, which occurred on December 31, 2009. &lenue from Wells Fargo under this agreement waswillion and $17 million for the three months eddéarch 31, 2014 and
2013, respectively

Revenues, as shown in the table above, increagethilion. Asset management fees increased $38amifirimarily as a result of higher
assets under management due to market apprecattbpositive net asset flows. Performance-baseshiive fees increased $19 million,
driven by the sale of a fixed income investmenirdufirst quarter 2014. Service, distribution ariley revenues decreased $28 million
reflecting lower revenues from certain consoliddtets, which were fully offset by lower expensekated to noncontrolling interests in these
funds.

Expenses, as shown in the table above under “—@pgrResults,” increased $1 million as increasetpensation costs were largely
offset by lower expenses related to revenues assacwith certain consolidated funds, as discuabede.

Assets Under Manageme
The following table sets forth assets under managetny asset class and source as of the datesiedic

March 31, December 31 March 31,
2014 2013 2013
(in billions)
Assets Under Management (at fair market value)
Institutional customers

Equity $ 63.2 $ 63. $ 56.€
Fixed income 254.( 243.¢ 234.%
Real estat 35.C 34.F 31.¢€
Institutional customers(! 352.2 341.5 323.C

Retail customers
Equity 118.C 117.C 94.2
Fixed income 52.7 51.t 47.€
Real estat 2.2 2.2 2.C
Retail customers(z 172.¢ 170.5 143.¢

General accoun
Equity 9.C 8.¢ 7.8
Fixed income 355.¢ 347.2 364.(
Real estat 14 1.4 1.5
General accour 365.¢ 357.t 373.c
Total assets under managem $ 890.¢ $ 869.¢ $ 840.:

(1) Consists of thir-party institutional assets and group insuranceraots.

(2) Consists of: (a) individual mutual funds andiable annuities and variable life insurance sepamacount assets; (b) funds invested in propsietartual funds through our defined
contribution plan products; and (c) third-party svisory relationships. Fixed annuities and tiedirate accounts of variable annuities and vagififel insurance are included in the
general accoun
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The following table sets forth the component charigeassets under management by asset sourcesfpetiods indicated.

Three Months Ended Twelve Months Endec
March 31,
March 31,
2014 2013 2014
(in billions)
Institutional Customers:
Beginning Assets Under Managem $341.5 $313.7 $ 323.:
Net additions (withdrawals), excluding money marketivity:
Third party 1.¢ 6.9 14.£
Affiliated 0.9 0.2 (0.€
Total 1.€ 7.1 13.t
Market appreciatiol 9.1 2.9 16.5
Other increases (decreases’ 0.2 (0.5 (1.0
Ending Assets Under Managem: $352.2 $323.2 $ 352.;
Retail Customers:
Beginning Assets Under Managem $170.5 $138.7 $ 143.¢
Net additions (withdrawals), excluding money marketivity:
Third party 0.2 1.8 2.8
Affiliated 0.5 (3.9 4.5
Total (0.2 (1.6 3
Market appreciatiol 2.8 7.0 22.t
Other increases (decreases 0.3 (0.9 (0.7)
Ending Assets Under Managem: $172.¢ $143.¢ $ 172.¢
General Account:
Beginning Assets Under Managem $357.t $374.¢ $ 373.:
Net additions (withdrawals), excluding money marketivity:
Third party 0.C 0.0 0.C
Affiliated(2) 2.C 6.7 2.7
Total 2.C 6.7 2.7
Market appreciatiol 8.C 3.7 1.t
Other increases (decreases (1.7) (11.7) (11.7)
Ending Assets Under Managem: $365.¢ $373.C $ 365.¢

(1) Includes the effect of foreign exchange ratengfes, net money market activity and transfer#ieom) the Retirement segment as a result of chaimgis client contract form. The
impact from foreign currency fluctuations, whichirparily impact the general account, resulted imgaif $0.5 billion and losses of $(10.6) billiom tbe three months ended March 31,
2014 and 2013, respectively and losses of $(91®rbfor the twelve months ended March 31, 2C

(2) General account affiliated net additions (withwlals) includes net additions of $7.9 billion fréine three months ended March 31, 2013 from thaisitipn of the Hartford Life
Business on January 2, 20
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Strategic Investments

The following table sets forth the strategic inmesihts of the Asset Management segment at carrghge \{including the value of
derivative instruments used to mitigate equity neadnd currency risk) by asset class and souroétas dates indicated.

March 31,
2014 2013
(in millions)
Cc-Investments
Real estati $ 351 $ 387
Fixed income 10z 47
Seed Investment
Real estat 31 31
Public equity 23t 18¢
Fixed income 192 22t
Loans Secured by Investor Equity Commitments ordFAissets
Real estate secured by investor eq 0 25
Total $ 911 $ 901

The $10 million increase in strategic investmenas wrimarily driven by earnings on our co-investteemd seed investments, partially
offset by net returns of capital.
U.S. Individual Life and Group Insurance Division
Individual Life

Operating Results

The following table sets forth the Individual Léegment’s operating results for the periods inditat

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Revenue! $1,29¢ $1,15¢
Benefits and expens 1,171 1,01¢
Adjusted operating incon 12t 137
Realized investment gains (losses), net, and ced@istment 327 (167)
Related charge (82 2
Income (loss) from continuing operations befor@me taxes and equity in earnings of operating join

ventures $ 37C $ (29

On January 2, 2013, we acquired The Hartford'sviddial life insurance business (the “Hartford LiBasiness”) through a reinsurance
transaction. We expect total pre-tax integratiosteof approximately $120 million, inclusive of dafized expenses, to be incurred, including
approximately $60 million during 2014, of which &8llion is reflected in the first quarter. Integmat costs incurred to date total $62 million.
After integration is complete, we expect annuat sasings of approximately $90 million and, as adrieh 31, 2014, we have achieved
approximately 67% of this annual savings on a aia basis. Actual integration costs may exceedaatghl cost savings may fall short of,
such expectations.
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Adjusted Operating Income

Adjusted operating income decreased $12 milliomarily reflecting less favorable mortality expearée, net of reinsurance and inclus
of reserve updates for guaranteed minimum deatbfitgenpartially offset by a higher net contributirom investment results driven by higher
income from non-coupon investments and higher dsdanhces.

Revenues, Benefits and Expenses

Revenues, as shown in the table above under “—@pemaesults,” increased $141 million. Net investin@come increased $69
million, reflecting more favorable results from rRooupon investments, higher asset balances regtittm business growth and increased
unaffiliated reserve financing, which was offsethigher interest expense, as discussed below.yPdi@rges and fees, asset management an
service fees and other income increased $51 miltidaen by growth in our universal life insurarmesiness, an increase in the amortization ¢
unearned revenue reserves reflecting the impachariges in the estimated profitability of the bassdue to less favorable market
performance relative to our assumptions, and ise@affiliated reserve financing, which was offsgthigher interest expense, as discussed
below.

Benefits and expenses, as shown in the table aloler “—Operating Results,” increased $153 milliBolicyholders’ benefits,
including interest credited to account balanceseiased $93 million, primarily reflecting universigé business growth, less favorable mort:
experience and updates of reserves for guaranteecham death benefits. Interest expense increag8dllion related to financing
transactions with offsets in revenue, as discuabese. The amortization of DAC increased $25 millieflecting the impact of changes in the
estimated profitability of the business due to kes®rable market performance relative to our aggions.

Sales Results

The following table sets forth individual life ingunce annualized new business premiums, as defimdel “—Segment Measures”
above, by distribution channel and product, forgkeods indicated.

Three Months Ended March 31, 2014 Three Months Ended March 31, 2013
Prudential Prudential
Third Third
Agents Party Total Agents Party Total
(in millions)
Variable Life $ 5 $ 4 $ 9 $ 3 $ 6 $ 9
Universal Life(1) 9 62 71 11 14¢€ 157
Term Life 8 34 42 11 39 5C
Total $ 22 $ 10C $ 12z $ 25 $ 191 $ 21€

(1) Single pay life annualized new business prersjumhich include 10% of excess (unscheduled) premsjuepresented approximately 13% and 38% of Usaldrife annualized new
business premiums for the three months ended MafrcB014 and 2013, respective

Annualized new business premiums decreased $9bmifirimarily driven by lower sales of universilinsurance products as a result
of recent pricing and other actions taken to marsadges of products with secondary, or “no lapsagrgntees.
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Group Insurance
Operating Results
The following table sets forth the Group Insurasegment’s operating results for the periods inditat

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Revenue! $1,362 $1,40:
Benefits and expens 1,35¢ 1,39:¢
Adjusted operating incon 6 9
Realized investment gains (losses), net, and ced@gistment 17 3
Related charge (2 0
Income (loss) from continuing operations beformme taxes and equity in earnings of operating join

ventures $ 21 $ 6

Adjusted Operating Income

Adjusted operating income decreased $3 millionadrilsy a decline from group disability claims expade, mainly due to higher claim
severity, and increased expenses, including costagport business initiatives, partially offsetasyincrease in income from non-coupon
investments.

Revenues, Benefits and Expenses

Revenues, as shown in the table above under “—@pegrResults,” decreased by $40 million. The desee@flects $60 million of lower
premiums for both our group disability and groudp businesses driven by an increase in case lapseling from enhanced discipline for the
pricing of contract renewals. Partially offsettithggse decreases was a $16 million increase immesiment income primarily from nawupon
investments.

Benefits and expenses, as shown in the table alooler “—Operating Results,” decreased by $37 mnillolicyholders’ benefits,
including the change in reserves, decreased $8bmitiriven by declines for both our group lifedagroup disability businesses. The decline
in our group life business reflects increased lapsewell as a favorable reserve refinement. Thindein our group disability business reflects
an increase in case lapses, partially offset biidriglaim severity. General and administrative esps increased $23 million including an
increase in litigation reserves and costs to sugpainess initiatives.
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Benefits and Expense Ratios
The following table sets forth the Group Insurasegment benefits and administrative operating expensesrédr the periods indicate

Three Months Ended

March 31,
2014 2013

Benefits ratio(1):

Group life 89.6% 92.2%

Group disability 100.5% 94.4%
Administrative operating expense ratio(2):

Group life 11.2% 9.2%

Group disability 29.(% 26.1%

(1) Ratio of policyholder benefits to earned premiupddicy charges and fee incon
(2) Ratio of general and administrative expenses (ekofucommissions) to gross premiums plus policygbs and fee incom

The group life benefits ratio improved 2.6 percgetpoints primarily driven by a favorable resersfnement. The group disability
benefits ratio deteriorated 6.1 percentage poiritsgpily driven by higher claim severity. The grolife administrative operating expense ratio
deteriorated 2.0 percentage points primarily dugigber operating expenses, as discussed aboveyrdtp disability administrative operating
expense ratio deteriorated 2.3 percentage poifiestiag a decline in premiums and an increasepirating expenses associated with our
claims management process.

Sales Results
The following table sets forth the Group Insurasegment’s annualized new business premiums fgoehieds indicated.

Three Months Ended

March 31,
2014 2013
(in millions)
Annualized new business premiums(1;
Group life $ 137 $ 14¢
Group disability 33 45
Total $ 17C $ 19

(1) Amounts exclude new premiums resulting frone ittanges on existing policies, from additionalezage under our Servicemembers’ Group Life Insweaontract and from excess
premiums on group universal life insurance thatcbciash value but do not purchase face amo

Total annualized new business premiums decreas2$lion primarily driven by enhancements in ouicpng discipline for both group
life and group disability products.
International Insurance Division
Foreign Currency Exchange Rate Movements and Rethi¢edging Strategie

As a U.S.-based company with significant busingesations outside the U.S., particularly in Japesare subject to foreign currency
exchange rate movements that could impact our ddiar-equivalent shareholder return on equity. 8&ek to mitigate this impact through
various hedging strategies, including the use afdtve contracts and through holding U.S. doti@rnominated assets in certain of our foreigr
subsidiaries.
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The operations of our International Insurance Divisare subject to currency fluctuations that catemally affect our U.S. dollar-
equivalent earnings from period to period, eveainings on a local currency basis are relativehstant. We enter into forward currency
derivative contracts as part of our strategy tedaifely fix the currency exchange rates for aiparof our prospective non-U.S. dollar-
denominated earnings streams, thereby reducingngarmolatility from foreign currency exchange ratevements. The forward currency
hedging program is primarily associated with owuirance operations in Japan and Korea. Separatglyapanese insurance operations offer
variety of non-yen denominated products that appstied by investments in corresponding currendiésle these non-yen denominated
assets and liabilities are economically matches attcounting for changes in the value of thesasasel liabilities due to changes in foreign
currency exchange rate movements differs, resuitinglatility in reported U.S. GAAP earnings. Harther information on the hedging
strategies used to mitigate the risks of foreigmency exchange rate movements on earnings aswétle U.S. GAAP earnings impact from
products denominated in non-local currencies, sebripact of foreign currency exchange rate movementsarnings.”

We utilize a yen hedging strategy that calibralesitedge level to preserve the relative contrilnubibour yen-based business to the
Companys overall return on equity. We implement this hedgstrategy utilizing a variety of instruments,lirding foreign currency derivatiy
contracts, as discussed above, as well as U.Srdidhominated assets and, to a lesser extent, ¢cduancy” and “synthetic dual currency”
assets held locally in our Japanese insurancediabiss. We may also hedge using instruments metadif U.S. domiciled entities, such as U.S
dollar-denominated debt that has been swappedtolye total hedge level may vary based on ouogéariassessment of the relative
contribution of our yen-based business to the Cawyigaoverall return on equity.

The table below presents the aggregate amounsttiments that serve to hedge the impact of foreigrency exchange movements on
our U.S. dollar-equivalent shareholder return omnitgdrom our Japanese insurance subsidiariehfoperiods indicated.

March 31, December 31

2014 2013
(in billions)
Instruments hedging foreign currency exchangeegp@sure on U.S. doll-equivalent earning:
Forward currency hedging program $ 24 $ 2.7

Instruments hedging foreign currency exchangeagp@sure on U.S. doll-equivalent equity
U.S. dolla-denominated assets held in -based entities(2

Available-for-sale U.S. dollz-denominated investments, at amortized 10.C 8.1
Held-to-maturity U.S. dolle-denominated investments, at amortized 0.2 0.2

Other 0.1 0.1

Subtotal 10.2 8.4
Yen-denominated liabilities held in U.S. do-based entities(: 0.8 0.€

Dual currency and synthetic dual currency invests{dh 0.8 0.€
Total instruments hedging foreign currency exchamage exposure on U.S. do-equivalent equit 11.€ 10.1
Total hedge: $ 14.c $ 12.€

(1) Represents the notional amount of forward curremeyracts outstandin

(2) Excludes $27.4 billion and $27.6 billion asvtdirch 31, 2014 and December 31, 2013, respectioély,S. dollar assets supporting U.S. dollar litibs related to U.S. dollar-
denominated products issued by our Japanese irtgLog@rations

(3) The yer-denominated liabilities are reported in Corporate @ther operation:

(4) Dual currency and synthetic dual currency itwesits are held by our yen-based entities in tha fuf fixed maturities and loans with a yen-dencaéa principal component and U.S.
dollar-denominated interest income. The amounts showesept the present value of future U.S. dollar ¢asvs.
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Impact of foreign currency exchange rate movementsearnings
Forward currency hedging program

The financial results of our International Insuraisegment reflect the impact of an intercompargrg@ment with Corporate and Other
operations pursuant to which the segment’s non-tlbar-denominated earnings are translated atifotgrency exchange rates. The fixed
rates are determined in connection with a foreigmency income hedging program designed to mitifaempact of exchange rate change
the segment’s U.S. dollaguivalent earnings. Pursuant to this program, @aite and Other operations execute forward currenojracts wit|
third parties to sell the net exposure of proje@eanhings for certain currencies in exchange f&. dollars at specified exchange rates. The
maturities of these contracts correspond with titeré periods (typically on a three-year rollingisain which the identified non-U.S. dollar-
denominated earnings are expected to be genematestablishing the level of non-U.S. dollar-denoated earnings that will be hedged
through this program, we exclude the anticipatedllef U.S. dollardenominated earnings that will be generated by cuiakncy and synthet
dual currency investments, as well as the antiegb&vel of non-yen denominated earnings thathvelgenerated by non-yen denominated
products and investments. As of March 31, 2014haxe hedged 100% of expected yen-based earning9 fdr, and 88% and 37% of
expected yen-based earnings for 2015 and 2016&gctdeply. To the extent currently unhedged, ouelnational Insurance segment’s future
expected U.S. dollar-equivalent earnings will bpatted by yen exchange rate movements.

As a result of this intercompany arrangement, aterhational Insurance segment’s results for 2042013 reflect the impact of
translating yen-denominated earnings at fixed cuyeexchange rates of 82 and 80 yen per U.S. do#lapectively, and Korean won-
denominated earnings at fixed currency exchangs &t1150 and 1160 Korean won per U.S. dollapeetvely.

Results of Corporate and Other operations inclunyedifferences between the translation adjustmestsrded by the segment at the fi
currency exchange rate versus the actual averégeueng the period, and the gains or losses datbfrom the forward currency contracts
settled during the period, which include the imp&Ecany over or under hedging of actual earnings differ from projected earnings. The table
below presents, for the periods indicated, thesase (decrease) to revenues and adjusted opearatirge for the International Insurance
segment and for Corporate and Other operationgctafg the impact of this intercompany arrangement

Three Months Ended

March 31,
2014 2013
(in millions)
International Insurance Segme
Impact of intercompany arrangement $ 73 $ 40
Corporate and Other operatiol
Impact of intercompany arrangement (73 (40
Settlement gains/(losses) on forward currency eoid 77 36
Net benefit (detriment) to Corporate and Other aflens 4 4
Net impact on consolidated revenues and adjustechtipg income $ 77 $ 36

(1) Represents the difference between non-U.SaddEnominated earnings translated on the basigighted average monthly currency exchange ratesigdixed currency exchange
rates determined in connection with the forwardency hedging prograr

As of March 31, 2014 and December 31, 2013, theonak amounts of these forward currency contraesv$2.9 billion and $3.3 hillio
respectively, of which $2.4 billion and $2.7 billiorespectively, were related to our Japaneseanseroperations.
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U.S. GAAP earnings impact of products denominatetn-local currencies

Our international insurance operations primariiepproducts denominated in local currency; howgseveral of our international
insurance operations, most notably our Japanesatop®s, also offer products denominated in norallearrencies, primarily comprised of
U.S. and Australian dollar-denominated product® mbn-yen denominated insurance liabilities reladetthese products are supported by
investments denominated in corresponding curreniekiding a significant portion designated asilabde-for-sale. While the impact from
foreign currency exchange rate movements on these/en denominated assets and liabilities is ecacaliy matched, the accounting for
changes in the value of these assets and liabitiiee to changes in foreign currency exchangemateements differs, resulting in volatility in
U.S. GAAP earnings. For example, unrealized gaislasses on available-for-sale investments, inoythose arising from foreign currency
exchange rate movements, are recorded in AOCI,edisehe nolyen denominated liabilities are remeasured foriforeurrency exchange ri
movements, and the related changes in value apedestin earnings within “Other income.” Investneedéesignated as held-to-maturity under
U.S. GAAP are recorded at amortized cost on thartza sheet, but are remeasured for foreign currexdyange rate movements, with the
related change in value recorded in earnings witBiter income.” Due to this noeeonomic volatility that is reflected in U.S. GAARrnings
the gains and losses resulting from the remeasuntenfichese non-yen denominated liabilities, andade related non-yen denominated assets
are excluded from adjusted operating income anddied in “Realized investment gains (losses), aed, related adjustments.” For the three
months ended March 31, 2014 and 2013, “Realizeglsimvent gains (losses), net, and related adjusstietuded net gains of $217 million
and net losses of $2,401, respectively, refledtimgremeasurement of these non-yen denominatechimseiliabilities and certain related non-
yen denominated asse

The following table presents these non-yen denaméhissurance liabilities and related non-yen denated assets subject to
remeasurement through earnings within our inteonatiinsurance operations as of March 31, 2014edisas the impact to prexx U.S. GAAF
earnings assuming a hypothetical 5% depreciatignéation in value of the yen relative to the agadble currency, based on balances as of
March 31, 2014.

As discussed in Note 1 to our Unaudited Interim stidated Financial Statements, Gibraltar Life’sreat period results of operations
represent earnings for the three months ended &gb28, 2014, and Gibraltar Life’s current periadets and liabilities represent balances as
of February 28, 2014.

Balances subject to remeasuremen Hypothetical increase (decrease
as of March 31, 2014 in pre-tax GAAP earnings(2)
Assets(1 Liabilities Net Liabilities(1) 5% depreciation 5% appreciation
(in billions)
U.S. dolla-denominated products( $ 3.7 $ 20.2 $ 16.€ $ 0.9 $ 0.8
Australian dolla-denominated produc 0.€ 8.2 7.€ (0.9 0.4
Eurc-denominated produc 0.1 0.3 0.2 (0.0 0.C

(1) Includes investments designated as held-to-iyathat are remeasured for foreign currency erdearate movements with the change in value redarde).S. GAAP earnings.
Excludes $27.4 billion of available-for-sale invasnts supporting these non-yen denominated inseiétiilities for which the impact from foreign cancy exchange rate movements
is recorded in AOCI

(2) The U.S. GAAP earnings impacts would largely beetfby a corresponding increase (decrease) in A

(3) Excludes $7.2 billion of insurance liabilitiew U.S. dollar-denominated products associatetl Riudential of Japan. These liabilities are caieduo an affiliated U.S. domiciled
insurance entity and supported by U.S. d-denominated assets and, as a result, are not stdjbe remeasurement mismatch described al
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International Insurance
Operating Results

The results of our International Insurance openatiare translated on the basis of weighted averaehly exchange rates, inclusive of
the effects of the intercompany arrangement disziabove. To provide a better understanding ofatipgy performance within the
International Insurance segment, where indicatéallgeve have analyzed our results of operationsueheg the effect of the year over year
change in foreign currency exchange rates. Ouitsestioperations excluding the effect of foreignrency fluctuations were derived by
translating foreign currencies to U.S. dollarsr@farm exchange rates for all periods presenteduding for constant dollar information
discussed below. The exchange rates used wereetpgen at a rate of 82 yen per U.S. dollar an@#wowon at a rate of 1150 won per U.S.
dollar, both of which were determined in connectidth the foreign currency income hedging prograstdssed above. In addition, for
constant dollar information discussed below, agtidienominated in U.S. dollars is generally repbitased on the amounts as transacted in
U.S. dollars. Annualized new business premiumsgmtesl on a constant exchange rate basis in thes &asults” section below reflect
translation based on these same uniform exchamge ra

The following table sets forth the Internationaduinance segment’s operating results for the peiratisated.

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Revenues
Life Planner operatior $2,47¢ $ 2,44:
Gibraltar Life and Other operatio 2,59¢ 3,901
5,07t 6,35(
Benefits and expense
Life Planner operatior 2,06( 2,021
Gibraltar Life and Other operatio 2,17¢ 3,45:
4,23¢ 5,47:
Adjusted operating incom
Life Planner operatior 41¢ 422
Gibraltar Life and Other operatio 41¢€ 45k
837 877
Realized investment gains (losses), net, and cekd@istments(1 53t (2,542
Related charge 9 (52
Investment gains (losses) on trading account asgesorting insurance liabilities, r (72) 217
Change in experien-rated contractholder liabilities due to asset valiange: 72 (217)
Equity in earnings of operating joint ventures aagnings attributable to noncontrolling intere 4 (65)
Income (loss) from continuing operations befor@me taxes and equity in earnings of operating joint
ventures $1,367 $(1,78))

(1) Includes gains and losses from changes in valeentdin assets and liabilities relating to foredgmrency exchange movements that are economicaltghed, as discussed aba
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Adjusted Operating Income

Adjusted operating income from our Life Plannermapiens decreased $3 million, including a net uofable impact of $6 million from
currency fluctuations. Results for the first quad&2014 also include a $16 million net unfavoealvhpact primarily from reserve refinements
in our Korean operations.

Excluding the effect of the items discussed abadgjsted operating income increased $19 milliomarily reflecting the growth of
business in force driven by sales results and goetl strong persistency, partially offset by theaet of less favorable claims experience,
including an increase to reserves for guaranteaihmim death benefits driven by equity market movetsien Japan.

Adjusted operating income from our Gibraltar LifedaOther operations decreased $37 million, inclg@imet unfavorable impact of $9
million from currency fluctuations. Results for thiest quarter of 2013 also included a $66 milligain on our investment, through a
consortium, in China Pacific Group, for which oanraining shares were sold in January 2013, asaséiB million of integration costs relati
to the acquisition of the Star and Edison Busirgsse

Excluding the effect of the items discussed abadgjsted operating income from our Gibraltar Lifiel @ther operations increased $35
million, primarily reflecting lower expenses, netdiness growth and the absence of certain polidgnaividend refinements that were mad
the first quarter of 2013. Partially offsetting $keevariances were less favorable mortality expeeiém the current period and a lesser impact
from accelerated earnings on surrenders of fixeaiidies denominated in Australian and U.S. doltssed by the depreciation of these
currencies relative to the Japanese yen.

Revenues, Benefits and Expenses

Revenues from our Life Planner operations, as showime table above under “—Operating Results,téased $36 million including a
net unfavorable impact of $161 million from currgrituctuations. Excluding the impact of currencydiuations, revenues increased $197
million. This increase in revenues came primarnigni increases in premiums and policy charges améhfsome of $135 million, driven by
growth of business in force. Net investment inconeeeased $46 million, primarily reflecting investnt portfolio growth partly offset by the
impact from lower reinvestment rates.

Benefits and expenses from our Life Planner opamatias shown in the table above under “—Oper&egplts,” increased $39 million
including a net favorable impact of $155 millioorfn currency fluctuations. Excluding the impact ofrency fluctuations, benefits and
expenses increased $194 million. Policyholder heneafcluding changes in reserves, increased $iié®n, primarily driven by the impact of
less favorable claims experience, including andase to reserves for guaranteed minimum deathiteedafen by equity market movements
in Japan as well as reserve refinements in ouradfooperations, as discussed above. Amortizatid@ increased $19 million, reflecting
business growth and the impact of equity marketenments in Japan.

Revenues from our Gibraltar Life and Other operatidecreased $1,311 million including a net unfable impact of $105 million from
currency fluctuations. Excluding the impact of ety fluctuations, revenues for Gibraltar Life dexged $1,206 million, driven by a $1,126
million decrease in premiums and policy chargesfardncome. The decrease in premiums and poliaygets and fee income primarily
reflects the discontinuation of bank channel safggen-denominated single premium reduced deatkfiianhole life products and recent
pricing actions taken on certain retirement andgmtion products. The decrease in revenues aldades the impact of $66 million from the
sale of our investment in China Pacific Group datine first quarter of 2013, as discussed above.

Benefits and expenses of our Gibraltar Life ande@tiperations decreased $1,274 million includimgiafavorable impact of $96 million
from currency fluctuations. Excluding the impactafrency fluctuations,
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benefits and expenses decreased $1,178 millioicyRolder benefits, including changes in reserdesreased $1,110 million, with a related
decline in premiums and policy charges and feernreas discussed above, driven by the discontinuafibank channel sales of yen-
denominated single premium reduced death benefitenlife products and recent pricing actions takarcertain retirement and protection
products.

Sales Results

The following table sets forth annualized new basgpremiums, as defined under “—Segment Measabes’e, on an actual and
constant exchange rate basis for the periods itetica

Three Months Ended

March 31,
2014 2013
(in millions)
Annualized new business premiums:
On an actual exchange rate ba
Life Planner operatior $ 331 $ 34t
Gibraltar Life 361 45¢
Total $ 692 $ 804
On a constant exchange rate be
Life Planner operatior $ 36¢ $ 36t
Gibraltar Life 40:< 47€
Total $ 772 $ 841

The amount of annualized new business premiumarfpgiven period can be significantly impacted éyesal factors, including but not
limited to, changes in credited interest ratesctatain products and other product modificatiomsnges in tax laws, changes in life insurance
regulations or changes in the competitive enviramm®ales volume may increase or decrease pri&udb changes becoming effective, and
then fluctuate in the other direction following buthanges.

The table below presents annualized new businessipms, on a constant exchange rate basis, by grradd distribution channel, for
the periods indicated.

Three Months Ended March 31, 201« Three Months Ended March 31, 201!
Accident & Accident &
Life Health Retirement(1) Annuity Total Life Health Retirement(1) Annuity Total
(in millions)

Life Planner operatior $18z $ 32 % 137 $ 18 $36¢ $16¢ $ 33 % 14¢  $ 14 $36E
Gibraltar Life:

Life Consultants 99 22 28 33 182 12C 26 44 22 21z

Banks(2) 10t 1 2 4€ 154 19¢ 0 2 17 217

Independent Agenc 23 7 19 18 67 21 6 15 5 47

Subtotal 227 30 49 97 403 33¢ 32 61 44 47¢€

Total $40¢ % 62 $ 18¢ $ 11f $772 $50¢8 $ 65 $ 21C $ 58 $841

(1) Includes retirement income, endowment and saviagsbie universal life

(2) Single pay life annualized new business prersjunhich include 10% of first year premiums, ange3+ limited pay annualized new business premiwhgh include 100% of new
business premiums, represented 5% and 51%, resggctf total bank distribution channel annualizenlv business premiums, excluding annuity proddictghe three months ended
March 31, 2014, and 59% and 32
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respectively, of total bank distribution channehaalized new business premiums, excluding annudguycts, for the three months ended March 31, 28i®le pay and limited pay
products generally have less death benefit prategter premium paid than more traditional recurpngmium products

Annualized new business premiums, on a constafiagxye rate basis, from our Life Planner operatiotoieased $4 million. Results
reflected higher sales of whole life protectiongarots in our Brazilian operations and of whole &fed variable annuity products in our Korean
operations. These increases were partially offget mall net decline in sales in Japan, as resuttee first quarter of 2013 reflected
accelerated sales of certain yen-denominated pteduanticipation of pricing actions taken in gexond quarter of 2013, as well as a decline
in sales of U.S. dollar-denominated retirement potslin Taiwan.

Annualized new business premiums, on a constafiaege rate basis, from our Gibraltar Life operatidacreased $73 million. Bank
channel sales declined $63 million due to the diSnaation of our yen-denominated single premiuduced death benefit whole life products
in the fourth quarter of 2013, partially offset igher sales of U.S. dollar-denominated wholepifeducts and annuity products. Life
Consultant sales declined $30 million due to pgcictions taken in the second quarter of 2013 daioceretirement and protection products,
partially offset by higher sales of Australian @stdenominated annuity products. Independent Agseat®s increased $20 million primarily
driven by higher sales of Australian dollar-denoatéd annuity products.

Corporate and Other

As described in our Annual Report on Form 10-Ktfer year ended December 31, 2013 under “BusinessarE€ial Services
Businesses—Corporate and Other,” Corporate andr@tbleides corporate operations, after allocationsur business segments, and divestec
businesses except those that qualify for “discamtihoperations” accounting treatment under U.S. BAA

Three Months Ended

March 31,
2014 2013
(in millions)
Operating results:
Capital debt interest expen $ (14¢€) $ (175
Operating debt interest expense, net of investinenme (44) (49
Pension and employee bene 44 67
Other corporate activities(: (196) (159
Adjusted operating incon (342 (319
Realized investment gains (losses), net, and ced@istment (1,159 604
Related charge 0 12
Divested businesst 73 29
Equity in earnings of operating joint ventures aagnings attributable to noncontrolling intere 0 2
Income (loss) from continuing operations beforeme taxes and equity in earnings of operating joir

ventures $(1,42%) $ 30¢

(1) Includes consolidating adjustmer

The loss from Corporate and Other operations, oadusted operating income basis, increased $2dbmiHigher net charges of $39
million from other corporate activities were printadriven by increased retained corporate experisekiding corporate advertising and costs
related to enhanced regulatory supervision, asagetin unfavorable comparative impact from expedampdates on our accrual for payments
arising from use of new Social Security Master Bdzte matching criteria to identify deceased pobnd
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contract holders. Capital debt interest expensesdsed $29 million due to replacing higher coupelnt dvith new issuances at lower rates and
the absence of the accelerated recognition of iopoof the deferred bond issuance costs on redéeangtal debt recorded in the first quarter
of 2013.

Results from pension and employee benefits deale®®® million. Income from our qualified pensiompldecreased $27 million driven
by the effect on expected return from the declimealue of fixed income plan assets and the impGathigher discount rate on the interest
of the plan obligation, as well as the transfeasgets supporting pension benefits completed arttieof 2013, as discussed in our Annual
Report on Form 10-K for the year ended DecembeRB13, under “ManagemestDiscussion and Analysis of Financial Conditiod &esult:
of Operations—Results of Operations for Financevi&es Businesses by Segment—Corporate and Other.”

Capital Protection Framework

Corporate and Other operations includes the reselliged to our Capital Protection Framework, whitludes the capital hedge
program. The capital hedge program broadly addsabseequity market exposure of the statutory ebpitthe Company as a whole, under
stress scenarios, using equitgsed derivatives. The hedging costs related $gpttigram were $11 million and $13 million for theee month:
ended March 31, 2014 and 2013, respectively.

We also manage certain risks associated with aimhla annuity products through our living benégidging program, which is descrit
under “—U.S. Retirement Solutions and Investmenbh&igement Division—Individual Annuities.”

In addition, we may choose to manage certain dapidaket related risk associated with various opena of the Financial Services
Businesses through capital management stratedies thian hedging of particular exposures. “Realingdstment gains (losses), net and
related adjustments” includes net losses of $1illton and net gains $429 million for the three mttts ended March 31, 2014 and 2013
respectively, resulting from our decision to utlithese capital management strategies to managienpof our interest rate risk. The capital
consequences associated with this decision havefhemred into our Capital Protection Framework.

Through our Capital Protection Framework, we haiedbalance sheet capital and maintain access to d@tednsources of capital to meet
capital needs related to these hedging programs.

We assess the composition of these hedging progsaras ongoing basis, and we may change them froetb time based on our
evaluation of our risk position or other factorsr fnore information on our Capital Protection Framgk, see “—Liquidity and Capital
Resources.”

Results of Operations of Closed Block Business

We established the Closed Block Business effeativef the date of demutualization. The Closed BBaginess includes our in force
traditional domestic participating life insurangedaannuity products and assets that are useddqraiiment of benefits and policyholder
dividends on these policies, as well as other ass®l equity and related liabilities that supplese policies. We no longer offer these
traditional domestic participating policies. See@6 to the Unaudited Interim Consolidated Findrstatements and “—Closed Block
Business” for additional details.

Each year, the Board of Directors of Prudentialifagce determines the dividends payable on paaticig policies for the following year
based on the experience of the Closed Block, imetushvestment income, net realized and unrealimedstment gains, mortality experience
and other factors. Although Closed Block experiefocalividend action decisions is based upon stayutesults, at the time the Closed Block
was established, we developed, as required by®AS\P, an actuarial calculation of the timing of tmaximum
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future earnings from the policies included in tHes@d Block. If actual cumulative earnings in aiweg period are greater than the cumulative
earnings we expected, we record this excess alcgtpader dividend obligation. We will subsequenglay this excess to Closed Block
policyholders as an additional dividend unless itherwise offset by future Closed Block perforgethat is less favorable than we originally
expected. The policyholder dividends we chargexgease within the Closed Block Business will in@uwhy change in our policyholder
dividend obligation that we recognize for the excesactual cumulative earnings in any given peawedr the cumulative earnings we expec

in addition to the actual policyholder dividendldeed by the Board of Directors of Prudential hasice.

As of March 31, 2014, the excess of actual cumwgagarnings over the expected cumulative earnirags$986 million, which was
recorded as a policyholder dividend obligation.usttcumulative earnings, as required by U.S. GA#Hect the recognition of realized
investment gains and losses in the current peaisavell as changes in assets and related liabitiiat support the Closed Block policies.
Additionally, the accumulation of net unrealizedéstment gains that have arisen subsequent tsthklishment of the Closed Block have
been reflected as a policyholder dividend obligatd $4,457 million at March 31, 2014, to be paidlosed Block policyholders unless offset
by future experience, with an offsetting amounorggd in AOCI.

Operating Results

Management does not consider adjusted operatimgriedo assess the operating performance of the@€Bkck Business.
Consequently, results of the Closed Block Busifiesall periods are presented only in accordandk WiS. GAAP. The following table sets
forth the Closed Block Business U.S. GAAP resuitstiie periods indicated.

Three Months Ended

March 31,
2014 2013
(in millions)
U.S. GAAP results:
Revenue! $ 1,56¢ $ 1,51¢
Benefits and expens 1,55 1,50(
Income (loss) from continuing operations beformme taxes and equity in earnings of operating joint

ventures $ 13 $ 19

Income (loss) from Continuing Operations Beforeome Taxes and Equity in Earnings of Operating Jgitures

Income from continuing operations before incomesaand equity in earnings of operating joint vesgutecreased $6 million. Results
the first quarter of 2014 reflect an increase inrealized investment gains of $40 million primardue to higher trading gains from fixed
maturities and equity securities, partially offegtnet unfavorable changes in the value of derreati Net investment income increased $12
million primarily reflecting higher income from nezoupon investments, partially offset by the impafdower reinvestment rates. As a result
of the above and other variances, a $99 millioncgbblder dividend obligation expense was recorideithe first quarter of 2014, compared -
$35 million expense in the first quarter of 2013. oted above, as of March 31, 2014, the exceastoél cumulative earnings over the
expected cumulative earnings was $986 millionctfial cumulative earnings fall below expected clatiué earnings in future periods,
earnings volatility in the Closed Block Busineséijet is primarily due to changes in investment itissuay not be offset by changes in the
cumulative earnings policyholder dividend obligatior a discussion of Closed Block Business redlinvestment gains (losses), net, see “—
Realized Investment Gains and Losses.”
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Revenues, Benefits and Expenses

Revenues, as shown in the table above under “—@pegiResults,” increased $47 million primarily dgivby a $40 million increase in
net realized investment gains and a $12 milliomdase in net investment income, as discussed abbese favorable items were partially
offset by lower premiums, with a related decreaseghianges in reserves, primarily due to the expdatéorce decline as policies terminate.

Benefits and expenses, as shown in the table alooler “—Operating Results,” increased $53 millioimarily driven by a $74 million
increase in dividends to policyholders. The incegasdividends to policyholders includes a $64 imllincrease in the policyholder dividend
obligation expense reflecting higher cumulativengags and a $10 million increase in dividends aid accrued to policyholders as a result o
an increase in the 2014 dividend scale, partidfiyed by a decline in policies in force. This undaable item was partially offset by a $23
million decrease in policyholders’ benefits, indlugl changes in reserves, due to the in force deempolicies terminate.

Income Taxes

Our income tax provision, on a consolidated basispunted to an income tax expense of $473 millaime first quarter of 2014
compared to a benefit of $827 million in the figsiarter of 2013. First quarter income taxes for2@id 2013 include $17 million and $108
million, respectively, of an additional U.S. taxpexse related to the realization of a portion efltital deferred tax assets existing on the
opening day balance sheet for the Star and EdissimBsses and Prudential Gibraltar Financial Liutance Company, Ltd (“Prudential
Gibraltar”). The U.S. tax expense in the year agartgr is reflective of a change in repatriatiosussption for Gibraltar Life and Prudential
Gibraltar. During the first quarter of 2013, weeatetined that in addition to U.S. GAAP earnings,walld repatriate an additional amount
from Gibraltar Life and Prudential Gibraltar, bhat such additional amount would not exceed therded tax assets recorded in the Statemer
of Financial Position as of the acquisition dateFoudential Gibraltar and the Star and Edison iBesses. The local utilization of the deferred
tax asset coupled with the repatriation assumpttated to the applicable earnings of our Japaeetees creates the effect of a “double tax”
for U.S. GAAP purposes, whereas only one incideridax expense will actually be paid.

Excluding the impact of the “double tax” discussébve, the expense associated with income taxesaised $1,391 million, driven
primarily by pre-tax income in the first quarter2fil4 compared with a pre-tax loss in the firstrtgreof 2013. In addition, the tax rate for the
current quarter is based on the anticipated fudl yé#fective tax rate with certain adjustmentsdiscrete items, while the tax rate for first
quarter of 2013 was limited to the tax benefit lolaae the first quarter of 2013 loss, adjusted fecitte items and expected full year perma
differences.

For additional information regarding income tax@ss Note 12 to the Unaudited Interim Consolidaiedr€ial Statements.
Discontinued Operations

Included within net income are the results of besses which are reflected as discontinued opesatioder U.S. GAAP. Income from
discontinued operations, net of taxes, was $4aniléind $1 million for the three months ended M&th2014 and 2013, respectively.

For additional information regarding discontinugzbrations see Note 3 to the Unaudited Interim Cladeted Financial Statements.
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Divested Businesses

Our income from continuing operations includes itssuom several businesses that have been obwiflold or exited that do not qualify
for “discontinued operationsiccounting treatment under U.S. GAAP. The restlthese divested businesses are reflected in oypaCate an
Other operations, but are excluded from adjustegtaimg income. A summary of the results of thagsesied businesses that have been
excluded from adjusted operating income is as fadléor the periods indicated:

Three Months Ended

March 31,
2014 2013

(in millions)
Real Estate and Relocation Servi $ O $ 26
Long-Term Care 7€ 12
Wealth Management Servic 0] 4
Individual Health Insuranc Q) (5)
Financial Advisory D D
Other (1) 1
Total divested businesses income excluded fromsgejuoperating inconr $ 73 $ 29

Real Estate and Relocation Servidessults for the three months ended March 31, 20di8ded gains associated with the sales of loan:
previously made to real estate brokerage franclisdsncome from equity method investments in estdte brokerage franchises, the majority
of which investments were sold in the second ha®04 3.

Long-Term CareResults for the three months ended March 31, 2@ptdved in comparison to the prior year period arilg from
realized gains from derivatives used in duratiomaggement, driven by the impact of declining interates in the first quarter of 2014, and
from realized gains on sales of equity securities.

Experience-Rated Contractholder Liabilities,
Trading Account Assets Supporting Insurance Liabilties and Other Related Investments

Certain products included in the Retirement andrhrdtional Insurance segments are experiesieg in that investment results associ
with these products are expected to ultimatelyweto contractholders. The majority of investmesutgporting these experience-rated product
are classified as trading and are carried at fire:, These trading investments are reflected estditements of financial position as “Trading
account assets supporting insurance liabilitiefiatvalue” (“TAASIL"). Realized and unrealized iga and losses for these investments are
reported in “Other income.” Interest and dividenddme for these investments is reported in “Ne¢stment income.” To a lesser extent, thes
experience-rated products are also supported liyatiges and commercial mortgage and other loahs. derivatives that support these
experience-rated products are reflected on therstait of financial position as “Other long-termastments” and are carried at fair value, anc
the realized and unrealized gains and losses pogtesl in “Realized investment gains (losses),’ Aidte commercial mortgage and other loans
that support these experience-rated products aredat unpaid principal, net of unamortized distis and an allowance for losses, and are
reflected on the statements of financial positisi@mmercial mortgage and other loans.” Gainslassies on sales and changes in the
valuation allowance for commercial mortgage aneotbans are reported in “Realized investment gdosses), net.”

Our Retirement segment has two types of experiesiteet products that are supported by TAASIL ane@iothlated investments. Fully
participating products are those for which therenteturn on underlying investments is passed batke policyholders through a
corresponding adjustment to the related liabilltye
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adjustment to the liability is based on changebénfair value of all of the related assets, inoilgccommercial mortgage and other loans, wl
are carried at amortized cost, less any valuatiowance. Partially participating products are #désr which only a portion of the return on
underlying investments is passed back to the pltilters over time through changes to the contractediting rates. The crediting rates are
typically reset semiannually, often subject to aimum crediting rate, and returns are requiredetpdissed back within ten years.

In our International Insurance segment, the expeeeated products are fully participating. As a resilie entire return on the underlyi
investments is passed back to policyholders thraugbrresponding adjustment to the related lighilit

Adjusted operating income excludes net investmaintsgand losses on TAASIL, related derivatives @mdmercial mortgage and other
loans. This is consistent with the exclusion ofirea investment gains and losses with respecthteranvestments supporting insurance
liabilities managed on a consistent basis. In &ftito be consistent with the historical treatmaintharges related to realized investment gair
and losses on investments, adjusted operating ie@so excludes the change in contractholder iisgsildue to asset value changes in the po
of investments (including changes in the fair vatieommercial mortgage and other loans) suppottiege experience-rated contracts, which
are reflected in “Interest credited to policyhokleaccount balances.” The result of this approadhat adjusted operating income for these
products includes net fee revenue and interesadpie earn on these experience-rated contract®xahades changes in fair value of the pool
of investments, both realized and unrealized,weaexpect will ultimately accrue to the contracttesk.

The following tables set forth the impact of thésens on results that are excluded from adjustestaimg income for the periods
indicated:

Three Months Ended

March 31,
2014 2013
(in millions)
Retirement Segment:
Investment gains (losses) ¢
Trading account assets supporting insurance liggsijinet $ 17: $ (122
Derivatives (46) 37
Commercial mortgages and other lo. 2 2
Change in experien-rated contractholder liabilities due to asset valianges(1)(2 (115 74
Net gains (losse: $ 1C $ (13
International Insurance Segment:
Investment gains (losses) on trading account asaesorting insurance liabilities, r $ (72 $ 217
Change in experien-rated contractholder liabilities due to asset valange: 72 (219
Net gains (losse: $ 0 $ 0
Total:
Investment gains (losses) ¢
Trading account assets supporting insurance liggsijinet $ 101 $ 9F
Derivatives (46) 37
Commercial mortgages and other lo. 2 2
Change in experien-rated contractholder liabilities due to asset vali@nges(1)(2 (43 (149
Net gains (losse $ 1C $ (13

(1) Decreases to contractholder liabilities duagset value changes are limited by certain floodstherefore do not reflect cumulative declineseicorded asset values of $13 million and
$3 million as of March 31, 2014 and 2013, respetyiwWe have recovered and expect to recover iréyperiods these declines in recorded asset vidtmsgh subsequent increase
recorded asset values or reductions in credititesran contractholder liabilitie
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(2) Included in the amounts above related to tfengk in the liability to contractholders as a resitommercial mortgage and other loans are irsggaf $7 million and $12 million for
the three months ended March 31, 2014 and 2013ectisely. As prescribed by U.S. GAAP, changesinfair value of commercial mortgage and otherddagld for investment in
our general account, other than when associatddinvftairments, are not recognized in income inclmeent period, while the impact of these changdair value are reflected as a
change in the liability to fully participating caattholders in the current peric

The net impacts for the Retirement segment of chsungexperience-rated contractholder liabilitied amvestment gains and losses on
trading account assets supporting insurance ligdsiland other related investments reflect timiififgbnces between the recognition of the
mark-to-market adjustments and the recognitiomefrecovery of these adjustments in future peribdsugh subsequent increases in asset
values or reductions in crediting rates on contmalcier liabilities for partially participating pradts. These impacts also reflect the difference
between the fair value of the underlying commenaiattgage and other loans and the amortized @asst,dny valuation allowance, of these
loans, as described above.

Valuation of Assets and Liabilities

Fair Value of Assets and Liabilities

The authoritative guidance related to fair valuesueement establishes a framework that includbseadevel hierarchy used to classify
the inputs used in measuring fair value. The lavéhe hierarchy within which the fair value faitssdetermined based on the lowest level inpuf
that is significant to the measurement. The falues of assets and liabilities classified as L&viiclude at least one or more significant
unobservable input in the measurement. See Note ttig Unaudited Interim Consolidated Financiat&tents for an additional description
the valuation hierarchy levels.
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The tables below present the balances of assetsahildies measured at fair value on a recurtiagis, as of the periods indicated, split
between the Financial Services Businesses and €Bisek Business, and the portion of such assetdiahilities that are classified in Level 3
of the valuation hierarchy. See Note 13 to the Uited Interim Consolidated Financial Statementgtierbalances of assets and liabilities
measured at fair value on a recurring basis byahter level presented on a consolidated basis.

As of March 31, 2014 As of December 31, 201
Financial Services Closed Block Financial Services Closed Block
Businesses Business Businesses Business
Total at Total Total at Total Total at Total Total at Total
Fair Value Level 3(1,  Fair Value Level 3(1 Fair Value Level 3(1,  Fair Value Level 3(1
(in millions)

Fixed maturities, availak-for-sale $251,05¢ $ 4,82( $44,26: $ 1,12¢ $243,65: $ 4,07¢ $43,21: $ 86¢€
Trading account asse

Fixed maturities 24,44 567 174 9 23,46¢ 511 18t 9

Equity securitie: 2,12( 65E 15E 11€ 2,21¢ 722 157 12C

All other(2) 2,06¢ 7 0 0 1,25(C 6 0 0

Subtotal 28,62, 1,22¢ 32¢ 12t 26,93¢ 1,23¢ 34z 12¢

Equity securities, availak-for-sale 6,24¢ 30¢ 3,94z 1 6,02¢ 29¢ 3,88¢ 6

Commercial mortgage and other lo: 124 0 0 0 15¢ 0 0 0

Other lon¢-term investment 1,38 1,21¢ 15€ 14¢ 1,59t 1,39¢ (66) 0

Shor-term investment 4,267 0 1,19¢ 0 5,52( 0 1,66¢ 0

Cash equivalent 6,362 0 1,15¢ 0 6,36z 0 62C 0

Other asset 14C 4 85 0 131 4 85 0

Subtotal excluding separate account as 298,21( 7,581 51,12¢ 1,401 290,38 7,01¢ 49,74: 1,001

Separate account ass 288,16: 22,997 0 0 285,06( 22,60 0 0

Total asset $586,37: $30,57¢ $51,12¢ $ 1,401 $575,44: $29,61¢ $49,74: $ 1,001

Future policy benefit $ 2,44 $ 244 $ 0 $ 0 $ 441 $ 441 % 0o $ 0

Other liabilities(2) 67C 6 43€ 0 2,201 5 6 0

Notes of consolidated VIE 4,062 4,062 0 0 3,25¢ 3,25¢ 0 0

Total liabilities $ 7,17F $6511 $ 43¢ $ 0 $ 589 $3700 $ 6 3 0

(1) The amount of Level 3 assets taken as a pegermdf total assets measured at fair value onuarieg basis totaled 5.2% and 5.1% as of Marct2814 and December 31, 2013,
respectively, for the Financial Services Businesaed 2.7% and 2.0% as of March 31, 2014 and DeeeB1h 2013, respectively, for the Closed BlockiBess.
(2) “All other" and“Other liabilitie¢’ primarily include derivatives. The amounts classifas Level 3 for the Financial Services Busineszekide the impact of nettin

The determination of fair value, which for certaissets and liabilities is dependent on the appicatf estimates and assumptions, can
have a significant impact on our results of operatiand may require the application of a greatgredeof judgment depending on market
conditions, as the ability to value assets andliies can be significantly impacted by a decremsmarket activity or a lack of transactions
executed in an orderly manner. The following sediprovide information regarding certain assetslatlities of our Financial Services
Businesses and our Closed Block Business whichaued using Level 3 inputs and could have a sicanift impact on our results of
operations.

Fixed Maturity and Equity Securities

Fixed maturity securities included in Level 3 irr dair value hierarchy are generally priced basedhternally-developed valuations or
indicative broker quotes. For certain private fixedturity and equity
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securities, the internally-developed valuation mages significant unobservable inputs and, acogigj such securities are included in Level
3 of our fair value hierarchy. Level 3 fixed matursecurities included approximately $5.3 billiamdab4.3 billion as of March 31, 2014 and
December 31, 2013, respectively, of public fixedumties, with values primarily based on indicatiweker quotes, and approximately $1.2
billion as of both March 31, 2014 and December281,3, of private fixed maturities, with values pairily based on internally-developed
models. Significant unobservable inputs used iredludgssue specific credit adjustments, materiatpainlic financial information, manageme
judgment, estimation of future earnings and casivg| default rate assumptions, liquidity assumgtiand indicative quotes from marl
makers. These inputs are usually considered unaddsieras not all market participants have accetisigalata.

The impact our determination of fair value for fikaaturity and equity securities has on our resfltgperations is dependent on our
classification of the security as either tradinggible-for-sale, or held-to-maturity. For our @stments classified as trading, the impact of
changes in fair value is recorded within “Otherame.” For our investments classified as availablestle, the impact of changes in fair value
is recorded as an unrealized gain or loss in A@Gkparate component of equity. Our investmenssified as held-to-maturity are carried at
amortized cost.

Other Long-Term Investments

Other long-term investments classified in LevekiBnarily include real estate held in consolidatedestment funds and fund investments
where the fair value option has been elected. @hevélue of real estate held in consolidated ibwest funds is determined through an
independent appraisal process. The appraisalsalgnetilize a discounted cash flow model. The aigals also include replacement cost
estimates and recent sales data as alternate rsethtalr value. These appraisals and the reladsdraptions are updated at least annually.
Since many of the assumptions utilized are unoladdevand are considered to be significant inputeeosaluation, the real estate investments
within other long-term investments are reflectethini Level 3. Consolidated real estate investmentl$ classified as Level 3 totaled
approximately $0.4 billion and $0.5 billion as oMh 31, 2014 and December 31, 2013, respectiVeky fair value of fund investments,
where the fair value option has been elected,iisgrily determined by the fund managers. Sinceviigations may be based on unobservable
market inputs and cannot be validated by the Comphrse investments are included within Leveh8ektments in these funds included in
Level 3 totaled approximately $0.9 billion as ottb&arch 31, 2014 and December 31, 2013.

Separate Account Asse

Separate account assets included in Level 3 priyriadlude real estate investments for which valaesdetermined as described above
under “Other long-term investments.” Separate actcbhabilities are reported at contract value aptlat fair value.

Variable Annuity Optional Living Benefit Features

Future policy benefits classified in Level 3 prinhamclude liabilities related to guarantees asatsd with the optional living benefit
features of certain variable annuity contractsreffeby our Individual Annuities segment, includiggaranteed minimum accumulation bene
(“GMAB"), guaranteed minimum withdrawal benefit<dMWB”") and guaranteed minimum income and withdrabeefits (“GMIWB").

These benefits are accounted for as embedded tieeivand carried at fair value with changes in¥alue included in “Realized investment
gains (losses), net.” The fair values of the GMABJWB and GMIWB liabilities are calculated as thegent value of future expected benefit
payments to customers, less the present valuesse$ssd rider fees attributable to the embeddedaties feature. This methodology could
result in either a liability or contriiability balance, based on changing capital madaegtditions and various policyholder behavior agstions.
Since there is no observable active market fotrdmesfer of these obligations, the valuations ateutated using internally-developed models
with option pricing techniques. These models wikignificant assumptions that are primarily unobesiele, including assumptions as to lapse
rates, NPR, utilization rates, withdrawal rates,
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mortality rates and equity market volatility. Fudyolicy benefits classified as Level 3 were raghilities of $2.4 billion and $0.4 billion as of
March 31, 2014 and December 31, 2013, respectitFalyadditional information see “Results of Operations for Financial Services Bussin
by Segment—U.S. Retirement Solutions and Investiiemagement Division—Individual Annuities.”

Notes of Consolidated VIE

As discussed in Note 5 to the Unaudited Interimg@didated Financial Statements, notes of cons@®®tiEs represent non-recourse
notes issued by certain asset-backed investmertl@ghprimarily CLO’s, which we are required tonsolidate. We have elected the fair value
option for these notes, which are valued basedokeb quotes.

For additional information about the key estimated assumptions used in our determination of faine;, see Note 13 to the Unaudited
Interim Consolidated Financial Statements.

Realized Investment Gains and Losses

Realized investment gains and losses are gendratachumerous sources, including the following #igant items:
» sale of investments

» adjustments to the cost basis of investments fwgrathan-temporary impairments

* recognition of other-than-temporary impairmentgamnings for foreign denominated securities thatagaproaching maturity and are
in an unrealized loss position due to foreign auryeexchange rate moveme

* prepayment premiums received on private fixed nitgtaecurities
* net changes in the allowance for losses, certatnueturings and foreclosures on commercial moegayd other loans
» fair value changes on commercial mortgage loansechat fair value

« fair value changes on embedded derivatives anesta@ling derivatives that do not qualify for he@dgeounting treatment

The level of other-than-temporary impairments galereflects economic conditions and is expectethtrease when economic
conditions worsen and to decrease when economilitgams improve. Historically, the causes of otltean-temporary impairments have been
specific to each individual issuer and have naaly resulted in impairments to other securitiéhinw the same industry or geographic region
We may also realize additional credit and interat related losses through sales of investmemsuipat to our credit risk and portfolio
management objectives. For additional informatiegarding our policies regarding other-than-tempoenapairments for fixed maturity and
equity securities, see Note 2 to the Company'’s Glafeted Financial Statements included in the AhiReport on Form 10-K for the year
ended December 31, 2013.

We use interest rate and currency swaps and othieatives to manage interest and currency excheatgeexposures arising from
mismatches between assets and liabilities, incuduration mismatches. We use derivative contitactsitigate the risk that unfavorable
changes in currency exchange rates will matergfigct U.S. dollar equivalent earnings generateddstain of our non-U.S. businesses. We
also use equity-based and interest rate derivativeedge a portion of the risks embedded in aesaiiable annuity products with optional
living benefit guarantees. Derivative contract®afelude forward purchases and sales of “to b@anced” (“TBA”) mortgage-backed
securities primarily related to our dollar roll gram. Many of these derivative contracts do notityulor hedge accounting and, consequently,
we recognize the changes in fair value of suchraotd from period to period in current earning)algh we do not necessarily account for
related assets or liabilities the same way.
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Accordingly, realized investment gains and lossesifour derivative activities can contribute sigeahtly to fluctuations in net income.
For a further discussion of optional living benefitarantees and related hedge positions in owvithdil Annuities segment, see “—Results of
Operations for Financial Services Businesses byngeg—U.S. Retirement Solutions and Investment Mamamt Division—Individual
Annuities” above.

Adjusted operating income generally excludes “Realiinvestment gains (losses), net,” subject ttateexceptions. These exceptions
primarily include realized investment gains or Essvithin certain of our businesses for which syaims or losses are a principal source of
earnings, gains or losses associated with termigégdges of foreign currency earnings and cupenobd yield adjustments, and related
charges and adjustments. Other-than-temporary impats, interest rate related losses and creditegtllosses on sales (other than those
related to certain of our businesses which primaniginate investments for sale or syndicationnoelated investors) are excluded from
adjusted operating income.

The following table sets forth “Realized investmgains (losses), net,” by investment type for thekcial Services Businesses and
Closed Block Business, as well as related chamgesidjustments associated with the Financial SesvBusinesses, for the periods indicated.
For additional details regarding adjusted operaitiegme, which is our measure of performance fersligments of our Financial Services
Businesses, see Note 11 to the Unaudited Interins@ilated Financial Statements.

Three Months Ended

March 31,
2014 2013
(in millions)
Realized investment gains (losses), ne
Financial Services Business $ 71 $ (820
Closed Block Busines 137 97
Consolidated realized investment gains (losses $ 20¢ $ (729

Financial Services Businesse:
Realized investment gains (losses),
Fixed maturity securitie $ 19¢ $ 41

Equity securitie: 33 34
Commercial mortgage and other loi 8 12
Derivative instrument (16¢ (912
Other 3 5
Total $ 71 $ (820
Related adjustmen (22) 2,48¢
Realized investment gains (losses), net, and cekdgistment 49 3,305)

Related charge (57 302
Realized investment gains (losses), net, and cetdtarges and adjustme $ (8 $(3,00:
Closed Block Business
Realized investment gains (losses),

Fixed maturity securitie $ 61 $ 12

Equity securitie: 52 43

Commercial mortgage and other lo: 0] 1

Derivative instrument 24 42

Other 0 (1)
Total $ 137 $ 97
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2014 to 2013 Three Month Comparison
Financial Services Businesses

The Financial Services Businesses’ net realizedstment gains in the first quarter of 2014 were $illion, compared to net realized
investment losses of $820 million in the first qeaof 2013.

Net realized gains on fixed maturity securitiesev@t96 million in the first quarter of 2014, comgéito net realized gains of $41 million
in the first quarter of 2013, as set forth in thowing table:

Three Months Ended

March 31,
2014 2013
(in millions)
Realized investment gains (losses), net—Fixed Maity Securities—Financial Services Businesses
Gross realized investment gail
Gross gains on sales and maturitie: $ 322 $ 18C
Private bond prepayment premiu 12 1C
Total gross realized investment ga 334 19C
Gross realized investment loss
Net othe-thar-temporary impairments recognized in earning (20 (59)
Gross losses on sales and maturitie (10¢ (70
Credit related losses on sa (19 (20)
Total gross realized investment los (139§) (149
Realized investment gains (losses)—Fixed Maturity Securitie $ 19¢ $ 41
Net gains (losses) on sales and matu—Fixed Maturity Securities(1 $ 21: $ 11C

(1) Amounts exclude prepayment premiums, c-thar-temporary impairments, and credit related lossesithh sales of investments pursuant to our cresitabjectives
(2) Excludes the portion of other-than-temporarpamnments recorded in “Other comprehensive incdoss),” representing any difference between theviaue of the impaired debt
security and the net present value of its projefitadre cash flows at the time of impairme

Net gains on sales and maturities of fixed matigétgurities were $213 million and $110 million lireffirst quarter of 2014 and 2013,
respectively, primarily driven by sales within doternational Insurance segment. See below fortaddil information regarding the other-
than-temporary impairments of fixed maturity setesiin the first quarter of 2014 and 2013.

Net realized gains on equity securities were $3Baniin the first quarter of 2014 and included gains on sales of equity securities of
$41 million, primarily within our Corporate and @thsegment, partially offset by other-than-tempprarpairments of $8 million. Net realized
gains on equity securities were $34 million in tingt quarter of 2013 and included net gains oesaf equity securities of $41 million,
primarily within our International Insurance segmqrartially offset by other-than-temporary impa@nts of $7 million. See below for
additional information regarding the other-than-pemary impairments of equity securities in thetfqaarter of 2014 and 2013.

Net realized losses on derivatives were $169 miliiothe first quarter of 2014, compared to netlized losses of $912 million in first
quarter of 2013. The net derivative losses in 281@arily reflect net losses of $686 million on drxt related embedded derivatives and
related hedge positions mainly associated withagextariable annuity contracts. Partially offsejtihese losses were net gains of $437 million
on interest rate derivatives used to manage durasdong-term interest rates decreased as webtagains of $43 million primarily
representing risk fees earned on synthetic guagdnitwestment contracts in our Retirement business
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which are accounted for as derivatives under USARE The net derivative losses in the first quade2013 primarily reflect net losses of
$762 million on product related embedded derivatized related hedge positions mainly associatddceittain variable annuity contracts. 2
contributing to the net derivative losses were $8fiflon on foreign currency derivatives used talfe portfolio assets in our Japan business
primarily due to the weakening of the Japaneseagginst the U.S. dollar and other currencies. &briffsetting these losses were net gair
$233 million on foreign currency forward contraated to hedge the future income of non-U.S. busegpredominantly in Japan, due to the
strengthening of the U.S. dollar against the Jagagen.

Related adjustments include the portions of “Redlimvestment gains (losses), net” that are indudedjusted operating income and
the portions of “Other income” and “Net investmamtome” that are excluded from adjusted operatimgine. These adjustments are made tc
arrive at “Realized investment gains (losses), anad, related adjustments” which are excluded frdjusied operating income. Results for the
first quarter of 2014 include net negative reladfistments of $22 million driven by settlementsrrrest rate and currency swaps as well a
the termination of swaps used to hedge foreign-aemated earnings, partially offset by the impactaréign currency exchange rate
movements on certain non-yen denominated assetsadildies within our Japanese insurance operetifor which the foreign currency
exposure is economically matched and offset in AQR@isults for the first quarter of 2013 include megative related adjustments of $2,485
million primarily driven by the impact of foreigruorency exchange rate movements on certainygondenominated assets and liabilities wi
our Japanese insurance operations, as discusseel &ww additional information, see “—Results ofetations for Financial Services
Businesses by Segment—International Insurance iDivisimpact of foreign currency exchange rate movwaimen earnings—U.S. GAAP
earnings impact of products denominated in nontogaencies.”

Charges that relate to “Realized investment gdossés), net” are also excluded from adjusted dipgrancome, and may be reflected as
net charges or net benefits. Results for the djustrter of 2014 include net related charges ofrfillton, compared to net related benefits of
$302 million for the first quarter of 2013. Bothrjmels’ results were driven by the impact of derivatactivity on the amortization of deferred
policy acquisition and other costs and certaingybiolder reserves. For additional information, Ne¢e 11 to the Unaudited Interim
Consolidated Financial Statements.

During the first quarter of 2014, we recorded oitien-temporary impairments of $18 million in eags, compared to other-than-
temporary impairments of $67 million recorded imréags in the first quarter of 2013. The followitables set forth, for the periods indicated,
the composition of other-than-temporary impairmeatorded in earnings attributable to the Finar8@alvices Businesses by asset type, and
for fixed maturity securities, by reason.

Three Months Ended

March 31,
2014 2013
(in millions)
Other-than-temporary impairments recorded in earnings—Financial Services Businesses(1)

Public fixed maturity securitie $ 6 $ 50
Private fixed maturity securitie 4 9
Total fixed maturity securitie 1C 58
Equity securitie: 8 7
Other invested assets( 0 1
Total $ 18 $ 67

(1) Excludes the portion of other-than-temporarpainments recorded in “Other comprehensive incdoss),” representing any difference between thevidue of the impaired debt
security and the net present value of its projefitatte cash flows at the time of impairme
(2) Includes othe-thar-temporary impairments relating to investments intjgentures and partnerships and real estate timeggs.
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Three Months Ended

March 31,
2014 2013
(in millions)
Other-than-temporary impairments on fixed maturity securitiesrecorded in earning—Financial
Services Businesses(1)

Due to credit events or adverse conditions of gspective issuer(: $ 7 $ 19
Due to other accounting guidelin 3 40
Total $ 1C $ 59

(1) Excludes the portion of other-than-temporarpamment recorded in “Other comprehensive incoross|,” representing any difference between theviire of the impaired debt
security and the net present value of its projefitadre cash flows at the time of impairme

(2) Represents circumstances where we believetereelnts or other adverse conditions of the regpeitsuers have caused, or will lead to, a defigyen the contractual cash flows
related to the investment. The amount of the inmpaitt recorded in earnings is the difference betweermmortized cost of the debt security and thgresent value of its projected
future cash flows discounted at the effective igérate implicit in the debt security prior to iamment.

Fixed maturity other-than-temporary impairmentshia first quarter of 2014 were concentrated inutiléy sector within corporate
securities and in asset-backed securities collaedaby sub-prime mortgages. These other-than-bearp impairments were primarily related
to intent to sell securities or related to secesitivith liquidity concerns, downgrades in credéinkruptcy or other adverse financial conditions
of the respective issuers. Fixed maturity othentteanporary impairments in the first quarter of 2@lere concentrated in the communications
and utility sectors within corporate securities amdsset-backed securities collateralized by silbemortgages.

Equity security other-than-temporary impairmentshia first quarter of 2014 were primarily driven tme extent and duration of declines
in values. Equity security other-than-temporary anments in 2013 were primarily driven by circunmstas where the decline in value was
maintained for one year or greater.

Closed Block Business

For the Closed Block Business, net realized investrgains in the first quarter of 2014, were $13lfian, compared to net realized
investment gains of $97 million in the first quarté 2013.

Net realized gains on fixed maturity securitiesev@b81 million in the first quarter of 2014, compate net realized gains of $12 million
in the first quarter of 2013, as set forth in thowing table:

Three Months Ended

March 31,
2014 2013
(in millions)
Realized investment gains (losses), net—Fixed Maity Securities—Closed Block Business
Gross realized investment gail
Gross gains on sales and maturitie: $ 83 $ 32
Private bond prepayment premiu 8 8
Total gross realized investment ga 91 40
Gross realized investment loss
Net othe-thar-temporary impairments recognized in earning (6) (12)
Gross losses on sales and maturitie (18) (11)
Credit related losses on sa (6) (6)
Total gross realized investment los (30 (28)
Realized investment gains (losses)—Fixed Maturity Securitie $ 61 $ 12
Net gains (losses) on sales and matu—Fixed Maturity Securities(1 $ 65 $ 21
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(1) Amounts exclude prepayment premiums, c-thar-temporar-impairments, and credit related losses throughssslévestments pursuant to our credit risk olyjest
(2) Excludes the portion of other-than-temporarpainments recorded in “Other comprehensive incdoss),” representing any difference between thevidiue of the impaired debt
security and the net present value of its projefitatte cash flows at the time of impairme

Net realized gains on equity securities were $98aniand $43 million in the first quarter of 20B4d 2013, respectively, primarily
driven by net gains on sales of equity securitse® below for additional information regarding ttieer-than-temporary impairments of equity
securities in the first quarter of 2014 and 2013.

Net realized gains on derivatives were $24 miliim2014, compared to net realized gains of $42ionilin 2013. Derivative gains in 20
primarily reflect net gains of $19 million on inést rate derivatives primarily used to manage ¢matnd net gains of $14 million on “TBA”
forward contracts as interest rates declined, albribffset by net losses of $6 million on curremsrivatives used to hedge foreign
denominated investments as the U.S. dollar weakagaithst other currencies. Derivative gains infifs¢ quarter of 2013 primarily reflect net
gains of $46 million on currency derivatives usedhédge foreign denominated investments as theddlfr strengthened against the Euro
other currencies.

During the first quarter of 2014, we recorded otti@n-temporary impairments of $8 million in eagsncompared to other-than-
temporary impairments of $13 million recorded imréags in the first quarter of 2013. The followitables set forth, for the periods indicated,
the composition of other-than-temporary impairmeatorded in earnings attributable to the ClosastBBuUsiness by asset type, and for fixec
maturity securities, by reason.

Three Months Ended

March 31,
2014 2013
(in millions)
Other-than-temporary impairments recorded in earning—Closed Block Business(1
Public fixed maturity securitie $ 5 $ 6
Private fixed maturity securitie 1 5
Total fixed maturity securitie 6 11
Equity securities 2 0
Other invested assets( 0 2
Total $ 8 $ 13
(1) Excludes the portion of other-than-temporarpainments recorded in “Other comprehensive incdoss),” representing any difference between thevidiue of the impaired debt
security and the net present value of its projefitadte cash flows at the time of impairme
(2) Includes othe-thar-temporary impairments relating to investments intjgentures and partnershij
Three Months Ended
March 31,
2014 2013
(in millions)
Other-than-temporary impairments on fixed maturity securitiesrecorded in earning—Closed Block
Business(1)
Due to credit events or adverse conditions of dspective issuer(: $ 5 $ 9
Due to other accounting guidelin 1 2
Total $ 6 $ 11

(1) Excludes the portion of other-than-temporarpainment recorded in “Other comprehensive incorss],” representing any difference between thevidire of the impaired debt
security and the net present value of its projefiiatte cash flows at the time of impairme
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(2) Represents circumstances where we believetereeints or other adverse conditions of the regpeitsuers have caused, or will lead to, a defigyen the contractual cash flows
related to the investment. The amount of the inmpaitt recorded in earnings is the difference betwieemmortized cost of the debt security and theresent value of its projected
future cash flows discounted at the effective gérate implicit in the debt security prior to ianpment.

Fixed maturity other-than-temporary impairmentshia first quarter of 2014 were concentrated intasaeked securities collateralized by
sub-prime mortgages and in the consumer cyclicdffmance sectors within corporate securities. &imaturity other-than-temporary
impairments in the first quarter of 2013 were caniated in asset-backed securities collateralizesub-prime mortgages and in the consume
non-cyclical and utility sectors within corporatxsrities. These other-than-temporary impairmegftect adverse financial conditions of the
respective issuers.

Equity security other-than-temporary impairmentshia first quarter of 2014 were primarily due te #xtent and duration of declines in
values. Equity security other-than-temporary impaints in the first quarter of 2013 were primarilyedo circumstances where the decline in
value was maintained for one year or greater.

General Account Investments
Portfolio Composition

Our investment portfolio consists of public andvpte fixed maturity securities, commercial mortgagd other loans, policy loans, and
non-coupon investments, which include equity séiesriand other long-term investments such as jantures and limited partnerships, real
estate held through direct ownership and seed miowegtments in separate accounts. The composifionr general account reflects, within
the discipline provided by our risk management apph, our need for competitive results and thectiele of diverse investment alternatives
available primarily through our Asset Managemeugnsent. The size of our portfolio enables us to #hwe asset classes that may be
unavailable to the typical investor.

The following tables set forth the composition lné investments of our general account apportioeddden the Financial Services
Businesses and the Closed Block Business as afdttes indicated.

March 31, 2014

Financial Closed Bloct
Services
Businesse: Business Total % of Total

(% in millions)
Fixed maturities

Public, availabl-for-sale, at fair valu $218,76° $ 28,28t $247,05. 61.7%

Public, hel-to-maturity, at amortized co 2,481 0 2,481 0.€

Private, availabl-for-sale, at fair valu 31,98( 15,977 47,957 12.C

Private, hel-to-maturity, at amortized co 794 0 794 0.2
Trading account assets supporting insurance liggsijiat fair value 20,93t 0 20,93t 5.2
Other trading account assets, at fair vi 1,36¢ 32¢ 1,69: 0.4
Equity securities, availak-for-sale, at fair valu 6,24: 3,94 10,18« 2.5
Commercial mortgage and other loans, at book v 32,30¢ 9,921 42,22¢ 10.€
Policy loans, at outstanding balar 6,86: 4,971 11,83 3.C
Other lon¢-term investments(1 7,32¢ 2,08¢ 9,41( 2.3
Shor-term investment 4,49/ 1,39¢ 5,89: 1t

Total general account investme 333,55: 66,90" 400,46( 100.(%
Invested assets of other entities and operatiol 8,00¢ 0 8,00¢

Total investment: $341,56: $ 66,907 $408,46¢
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December 31, 201

Financial Closed Block
Services
Businesse: Business Total % of Total

(% in millions)
Fixed maturities

Public, availabl-for-sale, at fair valu $212,68¢ $ 27,40: $240,09( 61.2%

Public, hel-to-maturity, at amortized co 2,50( 0 2,50( 0.7

Private, availabl-for-sale, at fair valu 30,65( 15,81 46,46 11.€

Private, hel-to-maturity, at amortized co 812 0 812 0.2
Trading account assets supporting insurance liegdsiiat fair value 20,827 0 20,827 5.3
Other trading account assets, at fair vi 1,341 34z 1,68 0.4
Equity securities, availak-for-sale, at fair valu 6,01¢ 3,88¢ 9,90: 2.5
Commercial mortgage and other loans, at book v 31,13: 9,67: 40,80¢ 10.4
Policy loans, at outstanding balar 6,75: 5,01z 11,76¢ 3.C
Other lon¢-term investments(1 7,17z 2,02¢ 9,19¢ 2.4
Shor-term investment 5,44¢ 1,86¢ 7,311 1.¢

Total general account investme 325,34: 66,01+ 391,35! 100.(%
Invested assets of other entities and operatiol 6,81¢ 0 6,81¢

Total investment $332,15¢ $ 66,01« $398,17.

(1) Other long-term investments consist of reahtesand non-real estate-related investments ibyeintures and partnerships, investment real es&tkthrough direct ownership and
other miscellaneous investments. For additionalrimftion regarding these investments,“—Other Lon¢-Term Investmen” below.

(2) Includes invested assets of our asset manademerderivative operations. Excludes assets oasset management operations that are managédrébpéarties and those assets
classified a“ Separate account as<” on our balance sheet. For additional informatiaarding these investments, “—Invested Assets of Other Entities and Opera” below.

The increase in general account investments atidiel to the Financial Services Businesses initeethree months of 2014 was
primarily due to a net increase in fair value dniv®y a decrease in U.S. risk-free rates and tighgeof credit spreads as well as portfolio
growth driven by the reinvestment of net investmrodme and net operating inflows. The general astmvestments attributable to the
Closed Block Business also increased in the fngte months of 2014, primarily due to a net incedadair value driven by a decrease in U.S.
risk-free rates and tightening of credit spreads.ifformation regarding the methodology used itedwining the fair value of our fixed
maturities, see Note 13 to the Unaudited Interims@tidated Financial Statements.

We have substantial insurance operations in Jap#n43% of our Financial Services Businesggmieral account investments relating
our Japanese insurance operations as of both M4rc?014 and December 31, 2013.
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The following table sets forth the composition tetato the investments of our Japanese insuraremiigns’ general account as of the
dates indicated.

December 31

March 31,
2014 2013
(in millions)

Fixed maturities
Public, availabl-for-sale, at fair valu $115,48: $ 112,50:
Public, hel-to-maturity, at amortized co 2,481 2,50(
Private, availabl-for-sale, at fair valu 7,20( 6,76
Private, hel-to-maturity, at amortized co 794 812
Trading account assets supporting insurance liegdsiiat fair value 1,90t 1,92¢
Other trading account assets, at fair vi 812 884
Equity securities, availak-for-sale, at fair valu 2,61 2,551
Commercial mortgage and other loans, at book v 6,861 6,581
Policy loans, at outstanding balar 2,361 2,28(
Other lon¢-term investments(1 1,657 1,57¢
Shor-term investment 684 541
Total Japanese general account investrr $142,85: $ 138,91

(1) Other long-term investments consist of reahtesand non-real estate-related investments ihyeintures and partnerships, investment real els&tkthrough direct ownership,
derivatives, and other miscellaneous investm

The increase in general account investments retatedr Japanese insurance operations in thetffirse months of 2014 was primarily
attributable to the yen strengthening against ti# dollar and portfolio growth as a result of Imesis inflows and the reinvestment of net
investment income, as well as a net increase irvédile driven by declining interest rates on yenaminated investments.

The functional currency of our Japanese insuranbsigiaries is the yen and, although the majoritthe Japanese general account is
invested in yen-denominated investments, our Jagainsurance operations also hold significant itmeats denominated in U.S. and
Australian dollars.

As of March 31, 2014, our Japanese insurance dpesatad $48.2 billion, at fair value, of investrteedenominated in U.S. dollars,
including $3.7 billion that were hedged to yen tigb third party derivative contracts and $30.5daillthat support liabilities denominated in
U.S. dollars. As of December 31, 2013, our Japaimssgance operations had $42.6 billion, at falugaof investments denominated in U.S.
dollars, including $3.5 billion that were hedgedyé&m through third party derivative contracts a@8.9 billion that support liabilities
denominated in U.S. dollars. The $5.6 billion irase in the fair value of U.S. dollar-denominatedestments from December 31, 2013, is
primarily attributable to a decrease in interetésand portfolio growth as a result of businefis\vs.

Our Japanese insurance operations had $9.2 béllidr$8.5 billion, at fair value, of investments derinated in Australian dollars that
support liabilities denominated in Australian dodlas of March 31, 2014 and December 31, 2013eotisply. The $0.7 billion increase in the
fair value of Australian dollar-denominated investits from December 31, 2013, is primarily attrillgato portfolio growth as a result of net
business inflows and a decrease in interest rnagetally offset by the yen strengthening agaihstAustralian dollar.

For additional information regarding U.S. and AaBam dollar investments held in our Japanese arsg operations, see “—Results of
Operations for Financial Services Businesses byngag—International Insurance Division,” above.
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Investment Result

The following tables set forth the income yield amgestment income for each major investment caiegbour general account for the
periods indicated. The yields are based on nesinvent income as reported under U.S. GAAP and@sduoi not include certain interest
related items, such as settlements of duration gemant swaps which are included in realized gaidda@sses.

Three Months Ended March 31, 201«

Financial Services Closed Block
Businesses Business Combined
Yield Yield Yield

(1) Amount (1) Amount (1) Amount

($ in millions)
Fixed maturities 3.7%  $2,157 51(% $ 48z 3.9¢%  $2,63¢
Trading account assets supporting insurance liegds 3.82 19¢ 0.0C 0 3.8: 19¢
Equity securitie: 5.4¢€ 63 3.3¢ 21 4.7z 84
Commercial mortgage and other lo: 4.61 363 5.4 132 4.8( 49t
Policy loans 4.8¢ 82 5.8% 72 5.2¢ 154
Shor-term investments and cash equivale 0.2t 6 0.8¢ 1 0.2¢ 7
Other investment 11.72 25C 17.7: 104 13.0Z 354
Gross investment income before investment expe 4.0: 3,12( 5.6( 812 4.2¢ 3,93
Investment expenst (0.12) (72 (0.26) (37) (0.15) (209
Investment income after investment exper 3.91% 3,04¢ 5.34% 77t 4.1% 3,82:
Investment results of other entities and operaf®yr 15 0 15
Total investment incom $3,06: $ 77E $3,83¢

Three Months Ended March 31, 201:
Financial Services Closed Block
Businesses Business Combined
Yield Yield Yield

(1) Amount (1) Amount (1) Amount

($ in millions)
Fixed maturities 3.61% $2,14i 5240 $ 51C 3.8%  $2,657
Trading account assets supporting insurance liegs 3.8¢ 20C 0.0C 0 3.8¢ 20C
Equity securitie: 5.7(C 59 3.0¢ 19 4.7z 78
Commercial mortgage and other lo: 5.0t 341 5.7i 13¢ 5.24 47¢
Policy loans 4.6( 76 5.6 72 5.0¢€ 14¢
Shor-term investments and cash equivale 0.1¢ 8 1.2¢ 2 0.22 1C
Other investment 4.3¢ 88 10.3¢t 61 5.7t 14¢
Gross investment income before investment expe 3.7 2,91¢ 5.4 802 3.97 3,721
Investment expenst (0.12) (80) (0.26) (39) (0.19 (119
Investment income after investment exper 3.5¢% 2,83¢ 5.1¢% 763 3.8:% 3,60z
Investment results of other entities and operaf®yr 36 0 36
Total investment incom $2,87¢ $ 763 $3,63¢

(1) Yields are annualized, for interim periods, anel based on quarterly average carrying valuespeXor fixed maturities, equity securities andwséies lending activity. Yields for fixed
maturities are based on amortized cost. Yieldefuity securities are based
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cost. Yields for fixed maturities and short-termaéstments and cash equivalents are calculated fiabilities and rebate expenses correspondirgetuurities lending activity. Yields
exclude investment income on assets other thawe thokided in invested assets. Prior pe’s yields are presented on a basis consistent gthurrent period presentatic
(2) Includes investment income of our asset manageoparations and derivative operations, as deschielv unde—Invested Assets of Other Entities and Operati

See below for a discussion of the change in theri€ial Services Businesses’ yields. The increasefinvestment income yield
attributable to the Closed Block Business for tive¢ months ended March 31, 2014, compared tditbe tmonths ended March 31, 2013, wa:
primarily due to higher income from non-coupon isiveents, partially offset by lower fixed incomematstment rates.

The following table sets forth the income yield amgestment income for each major investment caiegbthe Financial Services
Businesses’ general account, excluding the Japamsse@ance operations’ portion of the general antathich is presented separately below,
for the periods indicated. The yields are basedairinvestment income as reported under U.S. GA#dPas such do not include certain inte
related items, such as settlements of duration geanant swaps which are included in realized gainsi@sses.

Three Months Ended Three Months Ended
March 31, 2014 March 31, 2013
Yield(1) Amount Yield(1) Amount
(% in millions)

Fixed maturities 4.61% $1,35¢ 4.61% $1,31¢
Trading account assets supporting insurance liggs 3.92 18t 4.0C 18¢
Equity securitie: 6.4C 45 6.97 4C
Commercial mortgage and other lo: 4,71 29¢ 5.2¢ 27¢
Policy loans 5.44 61 5.3¢€ 54
Shor-term investments and cash equivale 0.2¢4 5 0.2C 7
Other investment 13.3( 20z 3.4t 41
Gross investment income before investment expe 4.6¢ 2,14¢ 4.3z 1,92(
Investment expenst (0.12) (33) (0.12) (39
Investment income after investment exper 4.57% 2,11t 4.2(% 1,88
Investment results of other entities and operaf®yr 15 36
Total investment incom $2,13( $1,91¢

(1) Yields are annualized, for interim periods, anel based on quarterly average carrying valuespeXor fixed maturities, equity securities andwséies lending activity. Yields for fixed
maturities are based on amortized cost. Yieldefuity securities are based on cost. Yields fadirmaturities and short-term investments and casivalents are calculated net of
liabilities and rebate expenses correspondingdargées lending activity. Yields exclude investrbécome on assets other than those included iesten assets. Prior period’s yields
are presented on a basis consistent with the duysegiod presentatiol

(2) Includes investment income of our asset manageopaTations and derivative operatio

The increase in net investment income vyield attable to the Financial Services Businesses’ germ@a@unt, excluding Japanese
operations’ portfolio, for the three months endeardh 31, 2014, compared to the three months enagedhiVB1, 2013, was primarily the result
of higher income from non-coupon investments ardatnefits from reinvestments into higher yieldsegurities.
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The following table sets forth the income yield amgestment income for each major investment categbour Japanese insurance
operations’ general account for the periods inéidaf he yields are based on net investment incameprted under U.S. GAAP and as such
do not include certain interest related items, sagkettlements of duration management swaps vainicincluded in realized gains and losses.

Three Months Ended Three Months Ended
March 31, 2014 March 31, 2013
Yield(1) Amount Yield(1) Amount
($ in millions)

Fixed maturities 2.95% $ 80: 2.7¢% $ 83:
Trading account assets supporting insurance liegds 2.87 14 2.6¢ 12
Equity securitie: 3.97 18 411 19
Commercial mortgage and other lo: 3.9¢ 67 4.2: 65
Policy loans 3.71 21 3.3¢ 22
Shor-term investments and cash equivale 0.2¢ 1 0.1t 1
Other investment 7.88 48 5.7t 47
Gross investment income before investment expe 3.0¢ 972 2.9C 99¢
Investment expenst (0.19) (39) (0.17) (42)
Total investment incom 2.96% $ 93¢ 2.7%% $ 957

(1) Yields are annualized, for interim periods, anel based on quarterly average carrying valuespéxor fixed maturities, equity securities anduséies lending activity. Yields for fixed
maturities are based on amortized cost. Yieldefmity securities are based on cost. Yields fadimaturities and short-term investments and casivalents are calculated net of
liabilities and rebate expenses correspondingdargees lending activity. Yields exclude investrh@come on assets other than those included iested assets. Prior period’s yields
are presented on a basis consistent with the duysegiod presentatiol

The increase in net investment income yield onJdanese insurance portfolio for the three montbdee March 31, 2014, compared to
the three months ended March 31, 2013, was priynattitibutable to more favorable results from nayoon investments and asset growth
supporting both U.S. and Australian dollar-denor@dgproducts, as well as higher fixed maturity vestment rates in the U.S.

Both the U.S. dollar-denominated and Australianadedenominated fixed maturities that are not hedgeyen through third party
derivative contracts provide a yield that is subs#dly higher than the yield on comparable yenataimated fixed maturities. The average
amortized cost of U.S. dollar-denominated fixedumées that are not hedged to yen through thindyp@erivative contracts for the three
months ended March 31, 2014 and 2013, was approiyrth32.6 billion and $31.4 billion, respectivelshe majority of U.S. dollar-
denominated fixed maturities support liabilitieatthre denominated in U.S. dollars. The averaget@ad cost of Australian dollar-
denominated fixed maturities that are not hedgegetothrough third party derivative contracts toe three months ended March 31, 2014 anc
2013, was approximately $8.5 billion and $7.8 biili respectively. The Australian dollar-denomindired maturities support liabilities that
are denominated in Australian dollars.

For additional information regarding U.S. and AaBam dollar investments held in our Japanese armsg operations’ portfolio, see “—
Results of Operations for Financial Services Busses by Segment—International Insurance Division.”
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Fixed Maturity Securities
Fixed Maturity Securities and Unrealized Gains amsses by Industry Category

The following table sets forth the composition led portion of our fixed maturity securities porifoby industry category attributable to
the Financial Services Businesses as of the dadésated and the associated gross unrealized gathiosses.

Fixed Maturity Securities—Financial Services Businsses

March 31, 2014 December 31, 201
Gross Gross Gross Gross
Unrealizec  Unrealizec Unrealized  Unrealized
Amortized Fair Amortized Fair
Industry(1) Cost Gains(2) Losses(2) Value Cost Gains(2) Losses(2) Value
(in millions)

Corporate securitie:

Finance $21,32F $ 1,44¢ $ 194 $ 22577 $20,76¢ $ 1336 $ 326 $ 21,77¢

Consumer nc-cyclical 22,02: 1,98¢ 39¢ 23,61¢ 21,96¢ 1,88¢ 653 23,20(

Utility 18,98 1,54, 39¢ 20,13: 18,33t 1,29¢ 65¢ 18,97¢

Capital good: 10,17: 981 16€ 10,981 10,02t 901 26€ 10,66(

Consumer cyclice 10,26: 844 15¢ 10,947 10,20z 78¢ 257 10,73

Foreign agencie 5,16¢€ 75¢ 56 5,86¢ 4,81( 79z 74 5,52¢

Energy 8,83¢ 73€ 16¢ 9,40¢ 8,70t 65C 284 9,071

Communication 5,95¢ 674 10¢€ 6,524 6,16( 59C 20¢ 6,547

Basic industry 6,254 432 12C 6,56¢ 6,18¢ 39¢€ 20t 6,37

Transportatior 5,83¢ 54t 61 6,32: 5,71z 477 11€ 6,07:

Technology 3,55 30C 67 3,78¢ 3,58¢ 28¢€ 10z 3,77:

Industrial othe 2,47¢ 221 28 2,672 2,44( 20¢ 52 2,59:
Total corporate securitie 120,85( 10,47: 1,92 129,40: 118,89 9,61( 3,20 125,30(
Foreign government(¢ 77,60¢ 8,06: 232 85,43t 76,171 7,522 257 83,43t
Residential mortgar-backec 5,761 35¢ 19 6,10( 5,87z 35¢€ 34 6,19/
Asse-backed securities( 7,58¢ 232 12t 7,69¢ 7,591 21¢ 172 7,63¢
Commercial mortga¢-backec 10,13¢ 342 7C 10,41 9,77 36( 104 10,02¢
U.S. Governmer 9,67 1,84( 22 11,49( 9,88¢ 1,45¢ 71 11,27:
State & Municipal(5; 3,46¢ 341 58 3,74¢ 2,932 223 13C 3,02¢

Total(6) $235,08: $21,64¢ $ 2,44¢ $254,28: $231,11¢ $19,74¢ $ 3,97 $246,89.

(1) Investment data has been classified based on sthimdustry categorizations for domestic publicdiogs and similar classifications by industry féragher holdings

(2) Includes $284 million of gross unrealized gainsgl $22 million of gross unrealized losses as afdl 31, 2014, compared to $265 million of grosealized gains and $24 million of
gross unrealized losses as of December 31, 201 @ities classified thelc-to-maturity.

(3) As of both March 31, 2014 and December 31, 20648ed on amortized cost, 80% represent Japaoesmgient bonds held by our Japanese insurancatipes, with no other
individual country representing more than 9% oflthé&ance

(4) Includes securities collateralized by -prime mortgages. S¢‘—Asse-Backed Securiti¢’ below.

(5) Includes securities related to the Build American@® program

(6) Excluded from the table above are securitiéd betside the general account in other entities@perations. For additional information regardimgestments held outside the general
account, see “—Invested Assets of Other Entities@perations” below. Also excluded from the talidese are fixed maturity securities classified aslitng. See “—Trading Account
Assets Supporting Insurance Liabili” and“—Other Trading Account Ass¢” for additional information

The increase in net unrealized gains from Decer@be2013 to March 31, 2014, was primarily due teeadecrease in U.S. interest rates
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The following table sets forth the composition ted portion of our fixed maturity securities porifoby industry category attributable to
the Closed Block Business as of the dates indicaedhe associated gross unrealized gains anekloss

Fixed Maturity Securities—Closed Block Business

March 31, 2014 December 31, 201:
Gross Gross Gross Gross
Amortized Unrealized  Unrealizec Amortized Unrealized  Unrealizec
Fair Fair
Industry(1) Cost Gains Losses Value Cost Gains Losses Value
(in millions)

Corporate securitie:

Utility $ 457 $ 604 $ 23 $515¢ $ 458: $ 49¢ $ 48 $ 5,03t

Consumer nc-cyclical 4,88: 54¢ 24 5,401 4,69: 48( 47 5,12¢

Finance 4,11¢ 35C 4 4,46¢ 4,001 294 15 4,28(

Consumer cyclice 3,161 361 7 3,51¢ 3,272 317 18 3,571

Capital good: 2,537 28¢ 6 2,811 2,47¢ 252 14 2,717

Energy 1,85¢ 214 11 2,05¢ 1,85¢ 17¢ 15 2,01¢

Communication: 1,33( 18: 4 1,50¢ 1,41z 144 12 1,54t

Basic industry 1,36¢ 11€ 9 1,47¢ 1,30 9C 23 1,37(C

Transportatior 1,31 15¢ 5 1,46¢ 1,31 12C 9 1,42¢

Industrial othel 927 72 5 994 954 61 13 1,00z

Technology 677 62 5 734 665 53 8 71C

Foreign agencie 40z 42 3 441 46C 38 6 497
Total corporate securitie 27,14t 2,99¢ 10€ 30,03t 26,99: 2,52¢ 228 29,29(
Asse-backed securities(: 3,65¢ 41 97 3,60z 3,74 34 141 3,64(
Commercial mortga¢-backed 4,05¢ 66 36 4,08¢ 3,96( 6C 59 3,961
U.S. Governmer 3,76¢ 482 2 4,24¢ 3,82¢ 27¢ 26 4,07
Residential mortgar-backec 1,04¢ 56 4 1,101 1,08( 55 6 1,12¢
Foreign government(¢ 36¢ 5¢ 6 421 361 55 8 40¢
State & Municipal 68¢ 8t 4 76¢ 664 51 7 70€

Total(4) $40,73: $ 3,78t $ 25F $44,26: $40,62¢ $ 3,060 $ 47t $43,21

(1) Investment data has been classified based on sthimdustry categorizations for domestic publicdiogs and similar classifications by industry féragher holdings
(2) Includes securities collateralized by -prime mortgages. S¢‘—Asse-Backed Securiti¢’ below.

(3) As of both March 31, 2014 and December 31, 2018edb@n amortized cost, no individual foreign coynépresented more than 11

(4) The table above excludes fixed maturity securitlassified as trading. S¢“—Other Trading Account Ass¢’ for additional information

The increase in net unrealized gains from Decei@bef013 to March 31, 2014, was primarily due teeadecrease in U.S. interest rates

Asset-Backed Securities

Included within asset-backed securities attribigdblboth the Financial Services Businesses an@liged Block Business are securities
collateralized by sub-prime mortgages. While thisneo market standard definition, we define sulpagrimortgages as residential mortgages
that are originated to weaker quality obligorsratidated by weaker credit scores, as well as mgegaith higher loan-to-value ratios or
limited documentation.
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The following tables set forth the amortized casl &ir value of our asset-backed securities aitable to the Financial Services
Businesses as of the dates indicated, by crediityjuand for asset-backed securities collateralizg sub-prime mortgages, by year of issuanc
(vintage).

Asset-Backed Securities at Amortized Cost—Financigbervices Businesses

March 31, 2014

Lowest Rating Agency Rating Total Total
Amortized December
BB and 31,
Vintage AAA AA A BBB below Cost 2013
(in millions)
Collateralized by st-prime mortgages
2014—2008 $ 0 $ 0 $0 $0 $ 0 3 0 $ 0
2007 0 0 0 0 34C 34C 352
2006 1 0 19 74 531 62E 65€
2005 0 2 25 28 207 262 26¢
2004 & Prior 0 3 28 26 534 591 60€
Total collateralized by sI-prime mortgage 1 5 72 12¢ 1,612 1,81¢ 1,88:¢
Other ass+-backed securities
Collateralized loan obligatior 2,52¢ 307 0 0 0 2,83: 2,65¢
Collateralized by nc-sut-prime mortgage 913 46 5 14 2 98( 1,00¢
Collateralized by credit carc 444 0 8 5 0 457 497
Collateralized by auto loat 547 0 0 0 0 547 56€
Other assr-backed securities(: 151  56¢ 93 23 11¢€ 954 981
Total asse-backed securities(: $4,582 $927 $17€ $17C $1,73. $ 7,58¢ $ 7,591

(1) Includes asset-backed securities collateraligedducation loans, aircraft, equipment leaseschiises, and timeshares. Approximately 96% o$#88 million of education loans
included above carry a Department of Educationantgras of March 31, 201

(2) Excluded from the table above are asset-bas&edrities held outside the general account inrahtties and operations. Also excluded from Higd above are asset-backed securitie:
classified as tradin(

Asset-Backed Securities at Fair Value—Financial Seices Businesses

March 31, 2014

; ; Total
Lowest Rating Agency Rating Total December
BB and Fair 31,
Vintage AAA AA A BBB below Value 2013
(in millions)
Collateralized by st-prime mortgages
2014—2008 $ 0 $0 $0 $0 3% 0 S$ 0 3 0
2007 0 0 0 0 33€ 33€ 334
2006 1 0 19 68 55¢ 647 65€
2005 0 2 25 29 204 26C 25¢
2004 & Prior 0 3 27 25 51C 56¢ 577
Total collateralized by sI-prime mortgage 1 5 71 127 1,60¢  1,80¢ 1,82¢
Other ass+-backed securities
Collateralized loan obligatior 2,51¢  31C 0 0 5 2,83 2,65¢
Collateralized by nc-sut-prime mortgage 96¢ 47 5 13 2 1,03t 1,06¢
Collateralized by credit carc 45€ 0 8 5 0 46¢ 51C
Collateralized by auto loat 551 0 0 0 1 552 571
Other assr-backed securities(: 152 58t 10C 26 13t 99¢ 1,00;
Total asse-backed securities(: $4,647 $947 $184 $16€ $1,752 $7,69¢€ $ 7,63¢
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(1) Includes asset-backed securities collateraligedducation loans, aircraft, equipment leaseschiises, and timeshares. Approximately 96% o$#@2 million of education loans
included above carry a Department of Educationantgras of March 31, 201

(2) Excluded from the table above are asset-bas&edrities held outside the general account inrahtties and operations. Also excluded from Higd above are asset-backed securitie:
classified as trading

The tables above provide ratings as assigned lgnadiyy recognized rating agencies as of March2®1,4, including Standard & Poor’s,
Moody’s and Fitch. In making our investment deaisiorather than relying solely on the rating agesicévaluations, we assign internal ratings
to our asset-backed securities based upon ouratediasset-backed securities unit’s independemiati@n of the underlying collateral and
securitization structure, including any guaranfiees monoline bond insurers.

On an amortized cost basis, asset-backed securitileseralized by sub-prime mortgages attributablthe Financial Services Businesse:
decreased from $1.883 billion as of December 3132t $1.818 billion as of March 31, 2014, prirharéflecting sales, principal paydowns
and other-than-temporary impairments recognizeds&unrealized losses related to our asset-baekedittes collateralized by sub-prime
mortgages attributable to the Financial ServicesiiBsses were $111 million as of March 31, 201d,%®4 million as of December 31, 20.
For additional information regarding other-than-parary impairments of asset-backed securities teslifized by sub-prime mortgages see “—
Realized Investment Gains and Losses” above. Fomvation regarding the methodology used in deteimgj the fair value of our asset-
backed securities collateralized by sub-prime nagég, see Note 13 to the Unaudited Interim Corest@ledFinancial Statements.

The weighted average estimated subordination ptxgerof our asset-backed securities collateraligesubprime mortgages attributak
to the Financial Services Businesses, excludingalsoipported by guarantees from monoline bondensuvas 28% as of March 31, 2014.
subordination percentage represents the curregihtesl average estimated percentage of the capitatisre subordinated to our investment
holding that is available to absorb losses befloeesecurity incurs the first dollar loss of priralipAs of March 31, 2014, based on amortized
cost, approximately 58% of the asset-backed séesidbllateralized by sub-prime mortgages attribletéo the Financial Services Businesses
have estimated credit subordination percentag@8%f or more, and 41% have estimated credit subatidimpercentages of 30% or more.

In addition to subordination, certain securitieferred to as front pay or second pay securitiesefit from the prioritization of principal
cash flows within the senior tranches of the steetin most instances, these shorter duratiorosseturities have priority to principal cash
flows over other securities in the structure, idahg longer duration senior securities. Includethini the $1.818 billion of asset-backed
securities collateralized by sub-prime mortgagasbatable to the Financial Services Businesseasf &arch 31, 2014, were $281 million of
securities, on an amortized cost basis, that reptdsont pay or second pay securities, dependintipe overall structure of the securities.
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The following tables set forth the amortized casl &ir value of our asset-backed securities aitable to the Closed Block Business as
of the dates indicated, by credit quality, anddsset-backed securities collateralized by sub-pntoggages, by year of issuance (vintage).
Asset-Backed Securities at Amortized Cost—Closed &tk Business

March 31, 2014

Lowest Rating Agency Rating Total Total
Amortized December
BB and 31,
Vintage AAA AA A BBB below Cost 2013
(in millions)

Collateralized by st-prime mortgages

2014—2008 $ 0 $0 $0 $0 $ 0 % 0 $ 0
2007 0 3 0 20 15C 173 23¢
2006 1 83 0 5 37¢€ 465 57z
2005 6 13 60 14 85 17€ 18€
2004 & Prior 0 1 12 14 39t 422 432

Total collateralized by sI-prime mortgage 7 10C 72 53 1,00¢ 1,23¢ 1,431

Other ass+backed securities

Collateralized by auto loat 77¢€ 0 0 0 0 77€ 687
Collateralized loan obligatior 63¢ 99 20 0 0 75€ 66(
Collateralized by credit carc 257 0 0 18 0 27¢ 33€
Collateralized by education loans 31 391 0 0 0 422 42¢
Other ass+-backed securities(: 79 47 50 1 1C 187 204
Total asse-backed securities(: $1,791 $637 $14z $72 $1,01¢ $ 3,65¢ $ 3,74
(1) Approximately 96% of the $422 million of educatimans included above carry a Department of Edusaiaranty as of March 31, 20:
(2) Includes ass-backed securities collateralized by franchisesipegent leases, aircraft, manufacturing and timessh
(3) Excluded from the table above are e-backed securities classified as trad
Asset-Backed Securities at Fair Value—Closed BlodBusiness
March 31, 2014
Lowest Rating Agency Rating Total
BB and Total December 31
Fair
Vintage AAA AA A BBB below Value 2013
(in millions)
Collateralized by st-prime mortgages
2014—2008 $ 0 $0 $0 $0 $ 0 $ 0 % 0
2007 0 3 0 19 147 16¢ 227
2006 1 81 0 5 33¢ 42¢ 50€
2005 6 13 58 14 77 16¢€ 174
2004 & Prior 0 1 12 14 371 39¢ 40€
Total collateralized by si-prime mortgage 7 98 70 52 933 1,16( 1,31:
Other ass+-backed securities
Collateralized by auto loat 77¢ 0 0 0 0] 77¢ 68¢
Collateralized loan obligatior 63€ 99 20 0 5 762 66%
Collateralized by credit carc 25¢ 0 0 18 0 27€ 337
Collateralized by education loans 31 39¢ 0 0 0 42¢ 42¢
Other ass+-backed securities(: 80 49 53 0 14 19¢€ 211
Total asse-backed securities(: $1,79¢ $644 $14c $70 $ 95z $3,60: $  3,64(
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(1) Approximately 96% of the $429 million of educatimans included above carry a Department of Edusajiaranty as of March 31, 20:
(2) Includes ass-backed securities collateralized by franchisesipegent leases, aircraft, manufacturing and timeessh
(3) Excluded from the table above are a-backed securities classified as trad

On an amortized cost basis, asset-backed secudilegeralized by sub-prime mortgages attributablthe Closed Block Business
decreased from $1.431 billion as of December 3132t $1.238 billion as of March 31, 2014, prirharéflecting sales, principal paydowns
and other-than-temporary impairments recognizeds&unrealized losses related to our asset-baekedittes collateralized by sub-prime
mortgages attributable to the Closed Block Businem® $93 million as of March 31, 2014, and $12Hioni as of December 31, 2013. For
additional information regarding other-than-tempgiianpairments of asset-backed securities colléi#emd by sub-prime mortgages see “—
Realized Investment Gains and Losses” above. Fomivation regarding the methodology used in deteimgj the fair value of our asset-
backed securities collateralized by sub-prime namés, see Note 13 to the Unaudited Interim Cores@ledFinancial Statements.

The weighted average estimated subordination ptxgerof asset-backed securities collateralizedubypsime mortgages attributable to
the Closed Block Business, excluding those supgdayeguarantees from monoline bond insurers, wés 83 of March 31, 2014. The
subordination percentage represents the curregihtesl average estimated percentage of the capitatisre subordinated to our investment
holding that is available to absorb losses befoeesiecurity incurs the first dollar loss of priralipAs of March 31, 2014, based on amortized
cost, approximately 79% of the asset-backed séesidbllateralized by sub-prime mortgages attribletéo the Closed Block Business have
estimated credit subordination percentages of 20ftave, and 54% have estimated credit subordingéwoentages of 30% or more.

In addition to subordination, certain securitieferred to as front pay or second pay securitiesefit from the prioritization of principal
cash flows within the senior tranches of the strrestin most instances, these shorter duratioroserturities have priority to principal cash
flows over other securities in the structure, idahg longer duration senior securities. Includethimi the $1.238 billion of asset-backed
securities collateralized by sub-prime mortgagasbatable to the Closed Block Business as of M&th2014, were $95 million of securities,
on an amortized cost basis, that represent fronbpaecond pay securities, depending on the dwarakture of the securities.
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Residential Mortgage-Backed Securities

The following tables set forth the amortized cdsbur residential mortgage-backed securities attéble to the Financial Services
Businesses and Closed Block Business as of the gatieated.

Residential Mortgage-Backed Securities at Amortizeost

March 31, 2014

Financial Services Businesse Closed Block Busines:
Amortized
Amortized
Cost % of Total Cost % of Total
(% in millions)
By security type
Agency pas-through securities(1 $ 5,66¢ 98.4% $ 94: 89.%%
Collateralized mortgage obligatio 92 1.€ 10€ 10.1
Total residential mortga-backed securitie $ 5,761 100.(% $ 1,04¢ 100.(%
Portion rated AA or higher(z $ 5,67 98.5% $ 94: 89.9%
December 31, 201
Financial Services Businesse Closed Block Busines:
Amortized
Amortized
Cost % of Total Cost % of Total
(% in millions)
By security type
Agency pas-through securities(1 $ 577C 98.2% $ 96€ 89.4%
Collateralized mortgage obligatio 10z 1.7 114 10.€
Total residential mortga-backed securitie $ 5,87: 100.(% $ 1,08( 100.(%
Portion rated AA or higher(z $ 577¢ 98.4% $ 96€ 89.4%

(1) As of March 31, 2014, of these securities tfer Financial Services Businesses, $4.299 billiersapported by U.S. government and $1.370 biliensupported by foreign
governments. As of December 31, 2013, of theserisiesii for the Financial Services Businesses, §81llion were supported by the U.S. governmert $1.382 billion were
supported by foreign governments. For the ClosediBBusiness, all of the securities are supporietthé U.S. government as of both March 31, 2014Reckmber 31, 201

(2) Based on lowest external rating agency rat

Commercial Mortgage-Backed Securities

The commercial real estate market was severelydtadey the financial crisis and the subsequergsson; however, market
fundamentals have bottomed and have shown siginsppbvement since late 2010. Commercial real estatancy rates have declined from
their peak, rent growth has turned positive andgsriof commercial real estate have rebounded. idddity, the elevated delinquency rate on
mortgages in the commercial mortgage-backed séuritarket has decreased and refinancing actvityare robust, reflecting the
improvement in these fundamentals. We believettietoans included in new issues reflect betteenndting and lower levels of leverage
compared to 2007.
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The following tables set forth the amortized cow &ir value of our commercial mortgage-backedigges attributable to the Financial
Services Businesses as of the dates indicatedehit quality and by year of issuance (vintage).
Commercial Mortgage-Backed Securities at AmortizedCost—Financial Services Businesses

March 31, 2014

Lowest Rating Agency Rating(1 Total Total
BB and Amortized December 31

AAA _AA A BBB below Cost 2013

(in millions)
Vintage

2014 $94 $ 0 $0 $0 $ 0 $ 954 3 0
2013 2,44¢ 12¢ 0 9 0 2,57¢ 2,57¢
201z—2009 244 284 0 0 0 52¢ 52¢
2006—2007 617 44 18 5 0 684 952
2006 2,85¢ 103 7 4 0 2,96¢ 3,132
2005 1,95( 65 8 4 0 2,02 2,11¢
2004 & Prior 31C 67 22 0 1 40¢ 464
Total commercial mortgar-backed securities(2)(3)(: $9,37¢ $68¢ $55 $22 $ 1 $10,13¢ $ 9,77

(1) The table above provides ratings as assigned lbymadly recognized rating agencies as of March2Bil4, including Standard & P¢'s, Moody's, Fitch and Realpoin

(2) Excluded from the table above are commerciatgage-backed securities held outside the genecaluat in other entities and operations. Also edetfrom the table above are
commercial mortga¢-backed securities classified as tradi

(3) Included in the table above, as of March 31, 2@td downgraded super senior securities with aneattiost of $154 million in AA and $45 million in .

(4) Included in the table above, as of March 31, 2@id,agency commercial mortg-backed securities with amortized cost of $443 orilliall rated AA

Commercial Mortgage-Backed Securities at Fair Value-Financial Services Businesses

March 31, 2014

Lowest Rating Agency Rating(1 Total
BB and Total December

Fair 31,

AAA AA A BBB below Value 2013

(in millions)
Vintage

2014 $94 $ 0 $0 $0 $ 0 $ 954 $ 0
2013 2,42: 12Z 0 8 0 2,55¢ 2,501
2012—2009 23t 301 0 0 0 53¢ 534
200&—2007 62¢ 47 17 6 0 69¢ 97¢
2006 2,98t 11C 7 4 0 3,10¢ 3,28:
2005 2,01z 74 10 5 0 2,101 2,20:
2004 & Prior 347 8 28 0 1 461 531
Total commercial mortga-backed securities(2)(: $9,58t §$74C $62 $23 $ 1 $10,417 $10,02¢
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(1) The table above provides ratings as assigned lgnadly recognized rating agencies as of March2Bl4, including Standard & Pc's, Moody's, Fitch and Realpoin

(2) Excluded from the table above are commerciatgage-backed securities held outside the genecaluat in other entities and operations. Also edetfrom the table above are
commercial mortga-backed securities classified as tradi

(3) Included in the table above, as of March 31, 2@td,agency commercial mortg-backed securities with fair value of $461 milliai, rated AA.

Included in the tables above are commercial moegaarked securities collateralized by U.S. propsrtall related to commercial
mortgage-backed securities held by our Japaneseaimse operations, with an amortized cost of $3l18omin AAA, $91 million in AA, $25
million in A and $8 million in BBB as of March 32014, and $380 million in AAA, $93 million in AA,ZB million in A and $8 million in BBI
as of December 31, 2013. Commercial mortgage-baskedrities collateralized by non-U.S. propertiesimmmaterial for both years.

The following tables set forth the amortized co# &air value of our commercial mortgage-backedigges attributable to the Closed
Block Business as of the dates indicated, by cipgitity and by year of issuance (vintage).

Commercial Mortgage-Backed Securities at AmortizedCost—Closed Block Business
March 31, 2014

Lowest Rating Agency Rating(1! Total Total
BB and Amortized December 31

AAA _AA A BBB below Cost 2013
(in millions)

Vintage

2014 $397 $65 $ $0 $ 0 $ 46z 9 0
2013 94z 317 0 9 0 1,26¢ 1,33¢
2012—2009 334 13¢ 0 0 0 47¢ 452
200&—2007 247 42 0 1 5 29t 371
2006 89¢ 23 0 0 0 921 1,03¢
2005 567 26 0 0 0 59¢ 71C
2004 & Prior 33 4 0 3 0 42 56
Total commercial mortga-backed securities(2)(: $3,421 ¢$61€ $0 $13 $ 5 $ 4058 $ 3,96(

(1) The table above provides ratings as assigned gnadlyy recognized rating agencies as of March2RiL4, including Standard & Pc's, Moody's, Fitch and Realpoin
(2) Included in the table above, as of March 31, 2@td downgraded super senior securities with angattiost of $49 million in AA
(3) Included in the table above, as of March 31, 2@td agency commercial mortgi-backed securities with amortized cost of $20 millio AAA and $564 million in AA.
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Commercial Mortgage-Backed Securities at Fair Value-Closed Block Business

March 31, 2014

Lowest Rating Agency Rating(1 Total

BB and Total December 31
Fair
AAA AA A BBB below Value 2013
(in millions)
Vintage

2014 $ 39¢c $67 $0 $0 $ 0 $ 468 $ 0
2013 93C 31¢ 0 8 0 1,257 1,294
201z—2009 32¢ 14C 0 0 0 46€ 445
2006—2007 25C 42 0 1 13 30¢€ 381
2006 91¢ 24 0 1 0 942 1,06z
2005 577 27 0 0 0 604 72t
2004 & Prior 35 4 0 _3 0 42 56
Total commercial mortgar-backed securities(: $3,43¢ $625 $0 $13 $ 13 $4,08t $  3,96]

(1) The table above provides ratings as assigned lignadly recognized rating agencies as of March2Bil4, including Standard & P¢'s, Moody's, Fitch and Realpoin
(2) Included in the table above, as of March 31, 2@td ,agency commercial mortgi-backed securities with fair value of $19 millionAMA and $568 million in AA.

Fixed Maturity Securities Credit Quality

The Securities Valuation Office (“SVO”) of the NAJ@valuates the investments of insurers for stafuteporting purposes and assigns
fixed maturity securities to one of six categogatied “NAIC Designations.” In general, NAIC Desagions of “1” highest quality, or “2” high
quality, include fixed maturities considered invasht grade, which include securities rated Bad¥girer by Moody’s or BBB- or higher by
Standard & Poor’s. NAIC Designations of “3” throuti generally include fixed maturities referreddas below investment grade, which
include securities rated Bal or lower by Moody’sl &B+ or lower by Standard & Poor’s. The NAIC Desagjons for commercial mortgage-
backed securities and non-agency residential mgetgpacked securities, including our asset-backedriies collateralized by sub-prime
mortgages, are based on security level expectsddass modeled by an independent third-party (euglyg the NAIC) and the statutory
carrying value of the security, including any pwasé discounts or impairment charges previouslygrized.

As a result of time lags between the funding oestments, the finalization of legal documents, isedcompletion of the SVO filing
process, the fixed maturity portfolio generallylirdes securities that have not yet been rateddyiO as of each balance sheet date. Pendi
receipt of SVO ratings, the categorization of theseurities by NAIC Designation is based on thecetgu ratings indicated by internal
analysis.

Investments of our international insurance comgmaaie not subject to NAIC guidelines. Investmeifitsur Japanese insurance
operations are regulated locally by the FinancabBes Agency, an agency of the Japanese govetniirtem Financial Services Agency has
own investment quality criteria and risk contr@raiards. Our Japanese insurance companies conthlyheiFinancial Services Agency’s
credit quality review and risk monitoring guidelmé he credit quality ratings of the investmentsaf Japanese insurance companies are |
on ratings assigned by nationally recognized cmadiihg agencies, including Moody’s, Standard & Psoor rating equivalents based on rat
assigned by Japanese credit ratings agencies.
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The following table sets forth our fixed maturitgrffolio by NAIC Designation attributable to thenincial Services Businesses as of the
dates indicated.

Fixed Maturity Securities—Financial Services Businsses

)2 March 31, 2014 December 31, 201
Gross Gross
Unrealized Gross Unrealized Gross
Amortized Unrealized Fair Amortized Unrealized Fair
NAIC Designation Cost Gains(3) Losses(3)(4 Value Cost Gains(3) Losses(3)(4 Value
(in millions)
1 $183,75 $17,060 $ 1,75C $199,07: $179,54: $1552( $ 2,811 $192,25:
2 42,39¢ 3,88¢ 55C 45,73( 42,65¢ 3,56: 93¢ 45,28¢
Subtotal High or Highest

Quality Securities(5 226,15! 20,95: 2,30C 244,80: 222,20: 19,08: 3,74¢ 237,53t
3 6,35¢ 42C 98 6,67 6,321 41z 152 6,581
4 1,98: 19C 34 2,13¢ 2,05¢ 191 51 2,19¢
5 384 50 11 428 32z 31 16 337
6 207 38 3 242 213 31 4 24(
Subtotal Other Securities(6)( 8,92¢ 69¢ 14€ 9,48( 8,91/ 66E 222 9,35¢
Total Fixed Maturities $235,08: $21,64¢ $ 2,446 $254,28: $231,11¢ $19,74¢ $ 3,97 $246,89:

(1) Reflects equivalent ratings for investments ofiternational insurance operatiol

(2) Includes, as of March 31, 2014 and DecembeB13, 378 securities with amortized cost of $1,808on (fair value, $1,356 million) and 306 seitigs with amortized cost of $806
million (fair value, $831 million), respectivelyhat have been categorized based on expected NAS@ions pending receipt of SVO ratin

(3) Includes $284 million of gross unrealized gaansl $22 million gross unrealized losses as of K&t 2014, compared to $265 million of gross uiwed gains and $24 million of
gross unrealized losses as of December 31, 201 @mities classified as h-to-maturity.

(4) As of March 31, 2014, includes gross unrealipsdes of $125 million on public fixed maturitesd $21 million on private fixed maturities conseto be other than high or highest
quality and, as of December 31, 2013, includessguosealized losses of $181 million on public fixadturities and $42 million on private fixed matie$ considered to be other than
high or highest quality

(5) On amortized cost basis, as of March 31, 20tciudes $199,003 million of public fixed maturiiend $27,150 million of private fixed maturitieslaas of December 31, 2013,
includes $196,058 million of public fixed matur&iand $26,144 million of private fixed maturiti

(6) On an amortized cost basis, as of March 31, 20tAdes $5,713 million of public fixed maturitiesca$3,215 million of private fixed maturities arad of December 31, 2013, inclu
$5,710 million of public fixed maturities and $32fillion of private fixed maturities

(7) On an amortized cost basis, as of March 31426dcurities considered below investment gradedas lowest of external rating agency ratingsl$10.6 billion, or 4% of the total
fixed maturities, and include securities considdriggh or highest quality by the NAIC based on thies described abov

The following table sets forth our fixed maturitgrffolio by NAIC Designation attributable to thedSkd Block Business as of the dates
indicated.

Fixed Maturity Securities—Closed Block Business

1) March 31, 2014 December 31, 201.
Gross Gross
Amortized  Unrealizec Gross Amortized  Unrealized Gross
Unrealized Fair Unrealized Fair
NAIC Designation Cost Gains Losses(2' Value Cost Gains Losses(2 Value
(in millions)
1 $2356. $ 1,987 $ 157 $25,39. $23,52: $ 154: $ 307 $24,75
2 14,09( 1,60¢ 60 15,63¢ 14,16¢ 1,35¢ 11€ 15,40°
Subtotal High or Highest Quality
Securities(3 37,65 3,59¢ 217 41,03( 37,681 2,90z 42F 40,16¢
3 2,04( 12¢ 16 2,15( 1,957 10¢€ 23 2,04(
4 83¢€ 27 19 844 76C 24 21 765
5 12C 14 2 132 13¢ 9 5 142
6 85 22 1 10€ 86 19 1 104
Subtotal Other Securities(4)( 3,081 18¢ 38 3,23 2,941 15¢ 50 3,04¢
Total Fixed Maturities $40,73: $ 3,78t $ 25E $44,26: $40,62¢ $ 3,060 $ 47 $43,21:
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(1) Includes, as of March 31, 2014 and DecembeB13, 70 securities with amortized cost of $92Bioni (fair value, $961 million) and 56 securitiedth amortized cost of $822 million
(fair value, $837 million), respectively, that haween categorized based on expected NAIC Desigrsagiending receipt of SVO rating

(2) As of March 31, 2014, includes gross unrealipsdes of $27 million on public fixed maturitiesde$11 million on private fixed maturities consieéito be other than high or highest
quality and, as of December 31, 2013, includessguosealized losses of $35 million on public fixedturities and $15 million on private fixed mati@st considered to be other than
high or highest quality

(3) On an amortized cost basis, as of March 3142idtludes $24,727 million of public fixed matie& and $12,924 million of private fixed maturitersd, as of December 31, 2013,
includes $24,642 million of public fixed maturitiasad $13,045 million of private fixed maturitie

(4) On an amortized cost basis, as of March 3142itludes $1,458 million public fixed maturitiead $1,623 million of private fixed maturities amd, of December 31, 2013, includes
$1,407 million of public fixed maturities and $1%b8nillion of private fixed maturities

(5) On an amortized cost basis, as of March 31428dcurities considered below investment gradedas lowest of external rating agency ratingsléat $4.2 billion, or 10% of the total
fixed maturities, and include securities considdriggh or highest quality by the NAIC based on thies described abov

Credit Derivative Exposure to Public Fixed Matugsi

In addition to the credit exposure from public fixematurities noted above, we sell credit derivatiteeenhance the return on our
investment portfolio by creating credit exposumaikir to an investment in public fixed maturity basstruments.

In a credit derivative, we may sell credit protentbn an identified name or a broad based indekjrareturn receive a quarterly
premium. This premium or credit spread generallyesponds to the difference between the yield erréference names (or an index’s
underlying reference names) public fixed maturagttinstruments and swap rates at the time themgrmet is executed.

The majority of the underlying reference namesrigle name and index credit derivatives where weelsld credit protection, as well
as all the counterparties to these agreementéastment grade credit quality and our credit\dgives have a remaining term to maturity of
two years or less. Credit derivative contractsracerded at fair value with changes in fair vaineluding the premium received, recorded in
“Realized investment gains (losses), net.” The jwemreceived for the credit derivatives we seltiatttable to the Financial Services
Businesses was $0 million and $2 million for theethmonths ended March 31, 2014 and 2013, respictand is included in adjusted
operating income as an adjustment to “Realizedsiteent gains (losses), net.”

The Financial Services Businesses had no outstguséihprotection credit derivatives as of March 3014 and December 31, 2013. T
excludes a credit derivative related to surplugsdgsued by a subsidiary of Prudential InsuraBee.Note 14 to the Unaudited Interim
Consolidated Financial Statements for additionfdrimation regarding this derivative.

As of both March 31, 2014 and December 31, 20l8(losed Block Business had $5 million of outstagdiotional amounts, reported
at fair value as an asset of less than $1 millioexposure, where we have sold credit protectioouph credit derivatives.

In addition to selling credit protection, we hawgghased credit protection using credit derivativesrder to hedge specific credit
exposures in our investment portfolio. As of Ma8dh 2014 and December 31, 2013, the Financial &ss\Businesses had $1.088 billion and
$1.124 hillion of outstanding notional amounts,aeed at fair value as a liability of $30 millioma@ of $33 million, respectively. As of
March 31, 2014 and December 31, 2013, the ClosedkBusiness had $248 million and $275 million ofstanding notional amounts,
reported at fair value as a liability of $8 milliamd $9 million, respectively. The premium paidthoe credit derivatives we purchase
attributable to the Financial Services Businessas $7 million and $8 million for the three montimsied March 31, 2014 and 2013,
respectively, and is included in adjusted operaticgme as an adjustment to “Realized investmeimisgéosses), net.” See Note 14 to the
Unaudited Interim Consolidated Financial Statemémsdditional information regarding credit dettives and an overall description of our
derivative activities.
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Other-Than-Temporary Impairments of Fixed MatuBgrcurities

We maintain separate monitoring processes for paid private fixed maturities and create watds lis highlight securities that require
special scrutiny and management. Our public fixedunity asset managers formally review all pubked maturity holdings on a quarterly
basis and more frequently when necessary to igembifential credit deterioration whether due tingd downgrades, unexpected price
variances, and/or company or industry specific eong.

For private placements, our credit and portfolicmagement processes help ensure prudent contralyaluation and management. We
have separate pricing and authorization processestablish “checks and balances” for new investméfie apply consistent standards of
credit analysis and due diligence for all transardj whether they originate through our own in-looisgination staff or through agents. Our
regional offices closely monitor the portfoliosthreir regions. We set all valuation standards edigirand we assess the fair value of all
investments quarterly. Our private fixed maturigget managers formally review all private fixed mnigy holdings on a quarterly basis and
more frequently when necessary to identify potéwtiadit deterioration whether due to ratings doralgs, unexpected price variances, and/o
company or industry specific concerns. For add@ionformation regarding our policies regardingestithan-temporary impairments for fixed
maturity securities, see Note 2 to the Company’ssotidated Financial Statements included in theushiReport on Form 10-K for the year
ended December 31, 2013.

Other-than-temporary impairments of general accéimet! maturity securities attributable to the Finel Services Businesses that were
recognized in earnings were $10 million and $59%iomilfor the three months ended March 31, 20142018, respectively. Included in the
other-than-temporary impairments of general accéiwatl maturities attributable to the Financial \8ees Businesses for the three months
ended March 31, 2014 and 2013, were $2 million&hdillion, respectively, of other-than-temporamypairments on asset-backed securities
collateralized by sub-prime mortgages.

Other-than-temporary impairments of fixed matusigcurities attributable to the Closed Block Busirthsit were recognized in earnings
were $6 million and $11 million for the three mosmgnded March 31, 2014 and 2013, respectivelyudied in the other-than-temporary
impairments of fixed maturities attributable to tBl®sed Block Business for the three months endarttM31, 2014 and 2013, were $2 million
and $4 million, respectively, of other-than-tempgrmpairments on asset-backed securities collbzexhby sub-prime mortgages. For a
further discussion of other-than-temporary impaintsgsee “—Realized Investment Gains and Losses/eab
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Trading Account Assets Supporting Insurance Lialiés

Certain products included in the Retirement andrtrdtional Insurance segments are experience-ratahing that we expect the
investment results associated with these produititsltimately accrue to contractholders. The inwveents supporting these experience-rated
products, excluding commercial mortgage and otbang, are primarily classified as trading and efiected on the balance sheet as “Trading
account assets supporting insurance liabilitiefiavalue.” Realized and unrealized gains anddsgor these investments are reported in
“Other income,” and excluded from adjusted operpiimtome. Investment income for these investmenteported in “Net investment
income,” and is included in adjusted operating meoThe following table sets forth the compositidrhis portfolio as of the dates indicated.

March 31, 2014 December 31, 201.
Amortized Amortized
Fair Fair
Cost Value Cost Value
(in millions)
Shor-term investments and cash equivale $ 80t $ 80 $ 697 $ 697
Fixed maturities

Corporate securitie 11,987 12,61: 12,10¢ 12,61¢
Commercial mortga¢-backed securitie 2,447 2,48( 2,415 2,441
Residential mortgar-backed securitie 1,82¢ 1,81: 1,857 1,83(
Asse-backed securitie 1,08¢ 1,10¢ 1,09¢ 1,107
Foreign government boni 59¢ 61¢ 57¢ 59¢
U.S. government authorities and agencies and dldiggmof U.S. state 29¢€ 34z 303 341
Total fixed maturitie: 18,24 18,96¢ 18,36 18,93:
Equity securitie: 96¢€ 1,162 91: 1,19¢
Total trading account assets supporting insuranbdities $20,01: $20,93! $19,97: $20,82’

As a percentage of amortized cost, 77% of the plavtfvas publicly-traded as of both March 31, 2@l December 31, 2013. As of
March 31, 2014 and December 31, 2013, 94% and 93kedixed maturity portfolio was considered highhighest quality based on NAIC or
equivalent rating, respectively. As of March 31120$1.761 billion of the residential mortgage-bettkecurities were publicly-traded agency
pass-through securities, which are supported byiégihpr explicit government guarantees, of whicd®® have credit ratings of A or higher.
Collateralized mortgage obligations, including apgmately $52 million secured by “ALT-A” mortgage®presented the remaining $63
million of residential mortgage-backed securitigfswhich 37% have credit ratings of A or better &3%6 are BBB and below. For a discussior
of changes in the fair value of our trading accasgets supporting insurance liabilities, see “—dfignce-Rated Contractholder Liabilities,
Trading Account Assets Supporting Insurance Litibdiand Other Related Investments,” above.

Other Trading Account Assets

Other trading account assets consist primarilyeofain financial instruments that contain an emleeldderivative where we elected to
classify the entire instrument as a trading accasagt rather than bifurcate. These instrumentsaared at fair value, with realized and
unrealized gains and losses reported in “Othemmgdand excluded from adjusted operating incomierést and dividend income from these
investments is reported in “Net investment inconamd is included in adjusted operating income.
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The following table sets forth the composition af other trading account assets as of the datésatedl.

March 31, 2014 December 31, 201
Financial Services Closed Block Financial Services Closed Block
Businesse: Business Businesse:! Business
Amortized Amortized Amortized Amortized
Fair Fair Fair Fair
Cost Value Cost Value Cost Value Cost Value
(in millions)
Shor-term investments and cash equivale $ 0O $ 0 $ 0O $0 % 0O $ 0 % 0 $ 0
Fixed maturities 647 701 151 17: 57¢€ 612 16€ 18t
Equity securities(1 584 663 13€ 15€ 64€ 72€ 13¢€ 157
Total other trading account ass $ 1231 $136¢ $ 287 $32¢ $ 1,227 $1.341 $ 304 $34z

(1) Included in equity securities are perpetual preféstock securities that have characteristics tf Bebt and equity securitie

Included in the $647 million of fixed maturitiedréftutable to the Financial Services Businesses &arch 31, 2014, on an amortized
cost basis, are $163 million of asset-backed seesiri67% of which have credit ratings of A or abp¥7% have BBB credit ratings, and the
remaining 16% have BB and below credit ratingsluded in the $151 million of fixed maturities altutable to the Closed Block Business as
of March 31, 2014, on an amortized cost basis$@nmillion of asset-backed securities, all of whitgtve credit ratings of A or above.

Commercial Mortgage and Other Loans
Investment Mix

As of March 31, 2014 and December 31, 2013, we apjoximately 11% and 10% of our general accawgstments in commercial
mortgage and other loans. This percentage is re®$@afl5 million and $212 million allowance for lessas of March 31, 2014 and
December 31, 2013, respectively.

The following table sets forth the composition af gommercial mortgage and other loans portfoledpke the allowance for losses, as of
the dates indicated.

March 31, 2014 December 31, 201

Financial Closed Financial Closed

Services Block Services Block
Businesse Busines! Businesse Busines:

(in millions)

Commercial and agricultural mortgage lo: $30,38: $9,92¢ $29,16¢ $9,671
Uncollateralized loan 1,24z 45 1,25¢ 44
Residential property loar 52€ 0 544 0
Other collateralized loar 32¢ 0 33C 0
Total commercial mortgage and other loan: $32,47¢ $9,96¢ $31,297 $9,721

(1) Excluded from the table above are commerciatgage and other loans held outside the generalatin other entities and operations. For add#ianformation regarding
commercial mortgage and other loans held outsidg#meral account, s“—Invested Assets of Other Entities and Opera” below.

We originate commercial and agricultural mortgampmk using a dedicated investment staff and a mkt@fandependent companies
through our various regional offices. All loans arelerwritten consistently to our standards usipgoprietary quality rating system that has
been developed from our experience in real estatev@rtgage lending.
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Uncollateralized loans primarily represent revetsal currency loans and corporate loans which dona®t the definition of a security
under authoritative accounting guidance.

Residential property loans primarily include Jagneecourse loans. Upon default of these recoasses lwe can make a claim agains!
personal assets of the property owner, in additdhe mortgaged property. These loans are aldeelday third party guarantors.

Other collateralized loans attributable to the Rmal Services Businesses include collateralizattgired loans and consumer loans.

Composition of Commercial and Agricultural Mortgageans

The commercial real estate market was severelydtaday the financial crisis and the subsequergsson, though the flow of capital
commercial real estate has been strong since Bait€folio lenders have been actively originatingrs, focusing primarily on higher quality
properties in major markets, resulting in an inseeia the liquidity and availability of capital the commercial mortgage loan market. For mos
property types, the market fundamentals have stelilor are improving. In addition, the commertiahks are active and there has been
increased loan origination activity by securitipatienders as commercial mortgage market spreadsdenerally tightened. These conditions
have led to greater competition for portfolio leredsuch as our general account, though underwrigngins conservative. Commercial real
estate fundamentals continue to improve while egmpknt growth has been modest and delinquency oatesir commercial mortgage loans
remain low, from a historical standpoint and asbk. For additional information, see “—Realizeddstment Gains and Losses” above.

Our commercial and agricultural mortgage loan plidfstrategy emphasizes diversification by propérpe and geographic location.
The following tables set forth the breakdown of gness carrying values of our general account iimvests in commercial and agricultural
mortgage loans by geographic region and propep® #s of the dates indicated.

March 31, 2014 December 31, 201
Financial Services Closed Block Financial Services Closed Block
Businesses Business Businesses Business
Gross Gross
Gross Carrying Gross Carrying
Carrying % of % of Carrying % of % of
Value Total Value Total Value Total Value Total

($ in millions)
Commercial and agricultural mortgage loans by regio:

U.S. Regions
Pacific $ 9,50¢ 31.% $3,37¢ 34.% $ 9,08¢ 31.1% $3,23( 33.4%
South Atlantic 5,97¢ 19.7 1,70¢ 17.2 5,671 19.4 1,711 17.7
Middle Atlantic 4,141 13.€ 2,067 20.€ 3,85¢ 13.z 1,92¢ 19.¢
East North Centre 2,67¢ 8.8 712 7.2 2,67¢ 9.2 72t 7.4
West South Centr: 2,90¢ 9.€ 81t 8.2 2,82¢ 9.7 822 8.€
Mountain 1,45k 4.8 277 2.8 1,44¢ 5.C 27¢€ 2.6
New Englanc 1,037 34 36¢ 3.7 1,02¢ 3.5 412 4.2
West North Centre 54¢ 1.8 98 1.C 55¢E 1.¢ 104 1.1
East South Centri 29t 0.S 137 1.4 29¢€ 1.C 137 1.4
Subtota-U.S. 28,54 93.¢ 9,55¢ 96.2 27,44¢ 94.1 9,34¢ 96.€
Asia 724 2.4 0 0.C 727 2.5 0 0.C
Other 1,11¢ 3.7 36€ 3.7 99t 3.4 332 3.4

Total commercial and agricultural mortgage Ic  $30,38: 100.% $9,92¢ 100.(% $29,16¢ 100.(% $9,677 100.(%
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March 31, 2014 December 31, 201
Financial Services Closed Block Financial Services Closed Block
Businesse:! Business Businesse:! Business
Gross Gross
Gross Carrying Gross Carrying
Carrying % of % of Carrying % of % of
Value Total Value Total Value Total Value Total

($ in millions)
Commercial and agricultural mortgage loans by propety type:

Industrial $ 5,951 19.¢% $1,58( 15.% $ 5,77¢ 19.¢% $1,612 16.7%
Retalil 6,06( 19.¢ 2,581 26.1 6,08¢ 20.¢ 2,612 27.C
Office 5,62¢ 18.t 2,52¢ 25.t 5,38¢ 18.t 2,35¢ 24.4
Apartments/Muli-Family 6,80¢ 22.4 1,45( 14.€ 6,031 20.7 1,287 13.2
Other 2,85¢ 9.4 64¢€ 6.5 2,80¢ 9.€ 65¢ 6.7
Agricultural propertie: 1,58¢ 5.2 56¢ 5.7 1,59¢ 5.4 58t 6.C
Hospitality 1,48 5.C 56E 5.7 1,47 5.1 56¢ 5.¢

Total commercial and agricultural mortgage Ic  $30,38: 100.% $9,92¢ 100.(% $29,16¢ 100.(% $9,677 100.(%

Loan-tovalue and debt service coverage ratios are measomn@sionly used to assess the quality of commeacidlagricultural mortgag
loans. The loan-to-value ratio compares the amotiitite loan to the fair value of the underlying pecty collateralizing the loan, and is
commonly expressed as a percentage. Loan-to-valiges igreater than 100% indicate that the loan arnisigreater than the collateral value. A
smaller loan-to-value ratio indicates a greateess®f collateral value over the loan amount. Tdt& dervice coverage ratio compares a
property’s net operating income to its debt service paym&wdbt service coverage ratios less than 1.0 timdisate that property operations
not generate enough income to cover the loan’sotidebt payments. A larger debt service coveraty@ indicates a greater excess of net
operating income over the debt service payments.

As of March 31, 2014, our general account investsmencommercial and agricultural mortgage loamshattable to the Financial
Services Businesses had a weighted average delmieseoverage ratio of 2.21 times, and a weightestage loan-to-value ratio of 55%. As of
March 31, 2014, approximately 96% of commercial agdcultural mortgage loans attributable to thealicial Services Businesses were fixec
rate loans. As of March 31, 2014, our general actmvestments in commercial and agricultural maggg loans attributable to the Closed
Block Business had a weighted average debt secoieerage ratio of 2.13 times, and a weighted awel@an-to-value ratio of 52%. As of
March 31, 2014, approximately 99% of commercial agdcultural mortgage loans attributable to theseéd Block Business were fixed rate
loans. For those general account commercial aridudigiral mortgage loans attributable to the Finah8ervices Businesses that were
originated in 2014, the weighted average debt sersoverage ratio was 2.35 times and the weightechge loan-to-value ratio was 62%.

The values utilized in calculating these loan-ttueaatios are developed as part of our periodiieve of the commercial and agricultural
mortgage loan portfolio, which includes an intereghluation of the underlying collateral value. @eriodic review also includes a quality re-
rating process, whereby we update the internalityualting originally assigned at underwriting bdsn the proprietary quality rating system
mentioned above. As discussed below, the intennality rating is a key input in determining ouraallance for loan losses.

For loans with collateral under construction, resttn or lease-up, a stabilized value and projentgdperating income are used in the
calculation of the loan-to-value and debt servioeetage ratios. Our commercial and agriculturaltgege loan portfolio attributable to the
Financial Services Businesses included approxim&@I8 billion and $0.7 billion of such loans asWéirch 31, 2014 and December 31, 2013,
respectively, and our commercial and agriculturattgage loan portfolio attributable to the ClosdddR Business included approximately $
billion of such loans as of both March 31, 2014 amtember 31, 2013.
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All else being equal, these loans are inherentlyennisky than those collateralized by properties tiave already stabilized. As of March 31,
2014, there are no loan-specific reserves relat¢ldese loans attributable to the Financial Sesvi2esinesses or the Closed Block Business. |
addition, these unstabilized loans are includetiéncalculation of our portfolio reserve as diseasBelow. For information regarding similar
loans we hold as part of our commercial and agrical mortgage operations, see “—Invested Asse@®thér Entities and Operations” below.

The following tables set forth the gross carryimdue of our general account investments in comrakacid agricultural mortgage loans
attributable to the Financial Services Businessestlae Closed Block Business as of the dates itetiday loan-to-value and debt service
coverage ratios.

Commercial and Agricultural Mortgage Loans by Loan-+to-Value and Debt Service Coverage Ratios—Financi&ervices Businesses

March 31, 2014
Debt Service Coverage Ratit

Total
Commercial
and Agricultural
Greater Less
than 1.0x to than Mortgage
1.2x <1.2x 1.0x Loans
Loan-to-Value Ratio (in millions)
0%-59.99% $15,37¢ $ 587 $25€ $ 16,21¢
60%-69.99% 9,06¢ 321 52 9,44:
70%-79.99% 3,46¢ 341 237 4,04
Greater than 80¢ 371 134 16€ 677
Total commercial and agricultural mortgage lo $28,28" $1,38:¢ $711 $ 30,38:

Commercial and Agricultural Mortgage Loans by Loan-+to-Value and Debt Service Coverage Ratios—Closedd®lk Business

March 31, 2014
Debt Service Coverage Rati(

Total
Commercial
and Agricultural
Greater 1.0x tc Less
than than Mortgage
1.2x <1.2x 1.0x Loans
Loan-to-Value Ratio (in millions)
0%-59.99% $6,01¢ $19¢ $ 33 $ 6,24¢
60%-69.99% 2,59¢ 121 27 2,74:
70%-79.99% 641 141 28 81C
Greater than 80¢ 81 17 27 12t
Total commercial and agricultural mortgage lo $9,33: $477 $11E $ 9,92¢
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The following table sets forth the breakdown of oammercial and agricultural mortgage loans by yéarigination as of March 31,
2014.

March 31, 2014

Financial Services Businesse Closed Block Busines
Gross Gross
Carrying Carrying
Year of Origination Value % of Total Value % of Total
(% in millions)
2014 $ 1,49¢ 4.% $ 387 3.5%
2013 8,86¢ 29.2 1,50¢ 15.2
2012 4,67¢ 15.¢ 1,81¢ 18.c
2011 4,671 15.¢ 1,39¢ 14.C
2010 2,78¢ 9.2 1,01¢ 10.2
2009 974 3.2 382 3.6
2008 1,55¢ 5.1 542 55
2007 & prior 5,352 17.¢ 2,87¢ 29.C
Total commercial and agricultural mortgage lo $ 30,38: 100.(% $ 9,92/ 100.(%

Commercial Mortgage and Other Loan Quality

Ongoing review of the portfolio is performed andns are placed on watch list status based on afored set of criteria, where they are
assigned to one of the following categories. We@laans on early warning status in cases whesgdoan our analysis of the loarcollateral
the financial situation of the borrower or tenamt®ther market factors, we believe a loss of ppialcor interest could occur. We classify loans
as closely monitored when we determine there isllateral deficiency or other credit events thayrtemad to a potential loss of principal or
interest. Loans not in good standing are thosesledrere we have concluded that there is a highgtibtity of loss of principal, such as when
the loan is in the process of foreclosure or thedweer is in bankruptcy. In our domestic operatiomg workout and special servicing
professionals manage the loans on the watch Istiéscribed below, in determining our allowancddeses we evaluate each loan on the
watch list to determine if it is probable that amtsudue according to the contractual terms of dhe kgreement will not be collected. In our
international portfolios, we monitor delinquencyconsumer loans on a pool basis and evaluate avigisg relationship and guarantees the
same way we do for commercial mortgage loans.

We establish an allowance for losses to providetferrisk of credit losses inherent in the lendingcess. The allowance includes loan
specific reserves for loans that are determindzktompaired as a result of our loan review proeegsa portfolio reserve for probable incurred
but not specifically identified losses for loansigrhare not on the watch list. We define an impghloan as a loan for which we estimate it is
probable that amounts due according to the conthtgrms of the loan agreement will not be coéidciThe loan specific portion of the loss
allowance is based on our assessment as to ultcob¢etability of loan principal and interest. \ation allowances for an impaired loan are
recorded based on the present value of expecterkfoash flows discounted at the loan’s effectiteriest rate or based on the fair value of the
collateral if the loan is collateral dependent. Pletfolio reserve for incurred but not specifigatientified losses considers the current credit
composition of the portfolio based on the intempadlity ratings mentioned above. The portfolio rees are determined using past loan
experience, including historical credit migratitwss probability, and loss severity factors by @y type. These factors are reviewed and
updated as appropriate. The valuation allowancedoimercial mortgage and other loans can increadearease from period to period based
on these factors.

Our general account investments in commercial nagegand other loans attributable to the Finan@aiSes Businesses, based upon th
recorded investment gross of allowance for credisés, was $32,475 million and $31,297 millionfdglarch 31, 2014 and December 31,
2013, respectively. As a percentage of recordedsimrent gross of allowance, more than 99% of teetasvere current for both periods.
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Our general account investments in commercial nagegand other loans attributable to the ClosediBBitsiness, based upon the
recorded investment gross of allowance for credisés, was $9,969 million and $9,721 million asMafch 31, 2014 and December 31, 2013,
respectively. As a percentage of recorded investigiass of allowance, more than 99% of the assets wurrent as of both March 31, 2014
and December 31, 2013, respectively.

The following table sets forth the change in valragllowances for our commercial mortgage and rditen portfolio as of the dates
indicated:

March 31, 2014 December 31, 201
Financial Closed Financial Closed
Services Block Services Block
Businesse Busines: Businesse Busines:

(in millions)

Allowance, beginning of ye: $ 164 $ 48 $ 18¢€ $ 58
Addition to/(release of) allowance for loss 3 0 10 @)
Chargeoffs, net of recoverie 0 0 (27) ©)
Change in foreign exchan 0 0 (5) 0

Allowance, end of perio $ 167 $ 48 $ 164 $ 48
Loan specific reserv 14 3 11 3
Portfolio reserve 15z 45 B¢ 45

Equity Securities
Investment Mix

The equity securities attributable to the Finan8iaivices Businesses consist principally of investisiin common and preferred stock of
publicly-traded companies, as well as mutual fumaras. The following table sets forth the compositf our equity securities portfolio
attributable to the Financial Services Businessestlae associated gross unrealized gains and lassgfsthe dates indicated.

Equity Securities—Financial Services Businesses

March 31, 2014 December 31, 201
Gross Gross Gross Gross
Unrealized Unrealized Unrealizec Unrealized
Fair Fair
Cost Gains Losses Value Cost Gains Losses Value
(in millions)

Non-redeemable preferred stoc $ 28 $ c  $ 0O $ 38 $ 32 % 4 3 1 $ 35
Mutual fund common stocks(. 2,38¢ 57¢ 0 2,96/ 2,24¢ 562 8 2,79¢
Other common stock 2,362 90¢€ 28 3,24( 2,277 92( 12 3,18¢
Total equity securities(z $4,77¢ $ 149 % 28 $6,24: $455¢ $ 1,48 $ 21  $6,01¢

(1) Includes mutual fund shares representing derést in the underlying assets of certain of epasate account investments supporting corporateed\fe insurance. These mutual
funds invest primarily in high yield bonc
(2) Amounts presented exclude hedge funds and otlenative investments which are reporte Other lon-term investment”
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The following table sets forth the composition af equity securities portfolio attributable to ti®sed Block Business and the
associated gross unrealized gains and lossestlas dates indicated.

Equity Securities—Closed Block Business

March 31, 2014 December 31, 201
Gross Gross Gross Gross
Unrealized Unrealized Unrealizec Unrealized
Fair Fair
Cost Gains Losses Value Cost Gains Losses Value
(in millions)

Non-redeemable preferred stoc $ 0 % 0 3 O $ 0 $ 1 % 1 8 O $ 2
Mutual fund common stock 8 6 0 14 8 6 0 14
Other common stock 2,49¢ 1,44: 12 3,92¢ 2,43¢ 1,44: 8 3,86¢
Total equity securitie $2,50€ $ 144t $ 12 $3,94: $2,44: $ 145C $ 8 $3,88¢

Other-Than-Temporary Impairments of Equity Secesiti

For those equity securities classified as availédnesale we record unrealized gains and losséset@xtent cost is different from
estimated fair value. All securities with unreatizesses are subject to our review to identify pthan-temporary impairments in value. For
additional information regarding our policies redjag other-than-temporary impairments for equityuséies, see Note 2 to the Company’s
Consolidated Financial Statements included in thaual Report on Form 10-K for the year ended Deeerth, 2013.

Impairments of equity securities attributable te Einancial Services Businesses were $8 million$hrhillion for the three months
ended March 31, 2014 and 2013, respectively. Impants of equity securities attributable to the €tbBlock Business were $2 million and
million for the three months ended March 31, 20td 2013, respectively. For a further discussiommgfairments, see “—Realized Investment
Gains and Losses” above.

Other Long-Term Investments

The following table sets forth the composition Gfther long-term investments,” which primarily catsiof investments in joint ventures
and limited partnerships, other than operatingtjeantures, as well as wholly-owned investment estdte and other investments, as of the
dates indicated.

March 31, 2014 December 31, 201
Financial Closed Financial Closed
Services Block Services Block
Businesse Busines! Businesse Busines:
(in millions)
Joint ventures and limited partnershi
Real estai-related $ 27¢ $ 491 $ 277 $ 481
Non-real estat-related(1) 4,26¢ 1,91 4,141 1,86:
Real estate held through direct ownershi 1,54: 0 1,55¢ 0
Other(3) 1,23¢ (329) 1,19 (320
Total other lon-term investment $ 7,32¢ $2,08¢ $ 7,172 $2,02¢

(1) Primarily includes investments in private equityldredge funds

(2) Primarily includes investments in office building&hin our Japanese insurance operati

(3) Primarily includes derivatives and member actilvély stock held in the Federal Home Loan BankBlew York and Boston. For additional informatiagarding our holdings in the
Federal Home Loan Banks of New York and BostonNate 9 to the Unaudited Interim Consolidated FaianStatements
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Invested Assets of Other Entities and Operatic

“Invested Assets of Other Entities and Operatidnsludes investments held outside the general ata@nd primarily represents
investments associated with our asset managemerdatams and derivative operations. Our derivatiperations act on behalf of affiliates
primarily to manage interest rates, foreign curygecedit and equity exposures. Assets within aseamanagement operations that are
managed for third parties and those assets cledsif “Separate account assets” on our balanceaieesot included.

March 31, December 31
2014 2013
(in millions)

Fixed Maturities
Public, availabl-for-sale, at fair valu $ 24: $ 242
Private, availabl-for-sale, at fair valu 69 73
Other trading account assets, at fair vi 6,32¢ 4,77(
Equity securities, availak-for-sale, at fair valu 7 7
Commercial mortgage and other loans, at book vajt 162 202
Other lon¢-term investment 1,067 1,132
Shor-term investment 131 39z
Total investment $ 8,00¢ $ 6,81¢

(1) Book value is generally based on unpaid princidéihce net of any allowance for losses, the loWepst or fair value, or fair value, depending ba toan.

Other Trading Account Assets

Other trading account assets are primarily reltdeabssets associated with consolidated variabdegst entities, for which the Compan
the investment manager, as well as our derivatpezations used to manage interest rate, foreigeweay, credit and equity exposures. For
further information on these consolidated varidbterest entities, see Note 5 to the Unauditedimt€onsolidated Financial Statements.

Commercial Mortgage and Other Loans

Our asset management operations include our conmharortgage operations, which provide mortgaggination, asset management
and servicing for our general account, institutlaniznts, and government sponsored entities sadfeainie Mae, the Federal Housing
Administration and Freddie Mac. The decrease inroencial mortgage and other loans from Decembe@313 to March 31, 2014, primarily
relates to loans we have pre-arranged to sell terganent sponsored entities.

We also carry shortgerm interim loans for spread lending that areatetialized by assets generally under renovatidease up. All els
being equal, these interim loans are inherentlyemisky than those collateralized by properties tzeve already stabilized. Our interim loans
are generally paid off through refinancing or théesof the underlying collateral by the borrower.

As of March 31, 2014, we hold no commercial rethtesheld-for-sale related to foreclosed interiani®. The mortgage loans of our
commercial mortgage operations are included in “G@mtial mortgage and other loangiith related derivatives and other hedging instrats
primarily included in “Other trading account assetsd “Other long-term investments.”

Other Long-Term Investments

Other long-term investments primarily include sttt investments made as part of our asset managemperations. We make these
strategic investments in real estate, as welbasifincome, public equity and real
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estate securities, including controlling intere€lsrtain of these investments are made primarilpéoposes of co-investment in our managed
funds and structured products. Other strategicsimrents are made with the intention to sell or &atd to investors, including our general
account, or for placement in funds and structuredipcts that we offer and manage (seed investmekdg)art of our asset management
operations, we also make loans to our managed fimadisre secured by equity commitments from irorssbr assets of the funds. Other long-
term investments also include certain assets isaatated investment funds where the company ismééeo exercise control over the funds.

Liquidity and Capital Resources

This section supplements and should be read irunotipn with “Management’s Discussion and Anahafig-inancial Condition and
Results of Operations—Liquidity and Capital Resesfdncluded in our Annual Report on Form 10-K floe year ended December 31, 2013.

Overview

Liquidity refers to the ability to generate suféiot cash resources to meet the payment obligatiotiee Company. Capital refers to the
long term financial resources available to supi@toperations of our businesses, fund businesgtigrand provide a cushion to withstand
adverse circumstances. Our ability to generatenaaidtain sufficient liquidity and capital dependsthe profitability of our businesses, gen
economic conditions and our access to the capiakets and the alternate sources of liquidity aaqgital described herein.

Effective and prudent liquidity and capital manageiris a priority across the organization. Managgmmeonitors the liquidity of
Prudential Financial and its subsidiaries on aydadlsis and projects borrowing and capital neeés amulti-year time horizon through our
quarterly planning process. We believe that cashglfrom the sources of funds available to us aficgent to satisfy the current liquidity
requirements of Prudential Financial and its subsigs, including under reasonably foreseeablestseenarios. We have a capital manage
framework in place that governs the allocationayital and approval of capital uses, and we foteraggtal sources and uses on a quarterly
basis. We also employ a “Capital Protection Fram&iMm ensure the availability of capital resour¢esnaintain adequate capitalization on a
consolidated basis and competitive risk-based algitios and solvency margins for our insurandesiliaries under various stress scenarios.

Prudential Financial is a “Designated Financial @any” under the Dodd-Frank Act. As a Designatea@faial Company, Prudential
Financial is subject to supervision and examinatipithe Federal Reserve Bank of Boston and to miimleegulatory standards, which inclt
or will include requirements and limitations (sonfevhich are the subject of ongoing rule-makindatiag to risk-based capital, leverage,
liquidity, stress-testing, overall risk managemeesolution plans, early remediation; and may aistude additional standards regarding
capital, public disclosure, short-term debt liméad other related subjects. In addition, the RrarStability Board, consisting of
representatives of national financial authoritiethe G20 nations, has identified the Company gebal systemically important insurer. For
information on these recent actions and their ga@tkimpact on us, see “—Executive Summary—Reguabevelopments” above, as well as
“Business—Regulation” and “Risk Factors” includedur Annual Report on Form 10-K for the year enBedember 31, 2013.

During the three months ended March 31, 2014, wk te following significant actions that impactear liquidity and capital position:
»  We repurchased $250 million of shares of our Com@imtk and declared aggregate Common Stock diveleh#247 million; and
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* We formed a new captive reinsurance subsidiaryexeduted internal financing of $250 million throuihiis captive for non-
economic reserves required to be held by our domiesurance subsidiaries under Regulation X

Capital

The primary components of capitalization for thedficial Services Businesses consist of the equétativibute to the Financial Services
Businesses and its outstanding capital debt, ifmdudinior subordinated debt. As shown in the tddgtow, as of March 31, 2014, the Finan
Services Businesses had $36.8 billion in capitebfavhich was available to support the aggregagital requirements of its three divisions
and its Corporate and Other operations. Based oasaessment of these businesses and operatiobs]iexe this level of capital is consistent
with our ratings targets.

March 31, December 31
2014 2013
(in millions)
Attributed Equity(1) $26,11° $ 25,29¢
Junior subordinated debt (i.e. hybrid securit 4,88¢ 4,88¢
Other capital dek 5,752 5,34¢
Total capital $36,75: $ 35,52¢

(1) Excludes AOCI. This amount may be subject tiatidity due to, among other things, the impacfakign currency exchange rate movements on cemaien denominated assets
liabilities within our Japanese insurance operatidor which the foreign currency exposure is ecoically matched and offset in AOCI (see “—Result©perations for Financial
Services Businesses by Segment—International InsarRivision—Impact of foreign currency exchange rmovements on earnings—U.S. GAAP earnings impigotoducts
denominated in nc¢-local currencie” for additional information)

We manage Prudential Insurance, Prudential of Jdpitmaltar Life, and our other domestic and inédional insurance subsidiaries to
regulatory capital levels consistent with our “Afdtings targets. We utilize the Risk-Based CapitaRBC, ratio as a primary measure of the
capital adequacy of our domestic insurance subfdiand the Solvency Margin ratio as a primary sneaof the capital adequacy of our
Japanese insurance subsidiaries.

The table below presents the RBC ratios of cedfimur domestic insurance subsidiaries as of Deee®b, 2013(1):

Prudential Insuranc 456%
Prudential Annuities Life Assurance Corporat 502%

(1) The RBC ratio calculations are intended tost$ssurance regulators in measuring an insureliesacy and ability to pay future claims. The repay of RBC measures is not intended
for the purpose of ranking any insurance comparfgrouse in connection with any marketing, advertisor promotional activities but is available ketpublic.

The table below presents the Solvency Margins ohoost significant international insurance subgidimas of December 31, 2013. As
March 31, 2014, their most recent statutory fisear end, the Solvency Margins were greater th&3670

As of December 3!

2013
Prudential of Japan 772%
Gibraltar Life consolidated(? 937%

(1) Includes Prudential Gibraltar Financial Life, a Wh-owned subsidiary of Gibraltar Lifi
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All of our domestic and international insurancesdiaries have capital levels that exceed the mininfevel required by applicable
insurance regulations.

The regulatory capital levels of our domestic amérinational insurance subsidiaries can be malemmapacted by interest rates, equity
market and real estate market fluctuations, chaimgére values of derivatives, the level of impagmts recorded, credit quality migration of
investment portfolio, foreign exchange rate movetsi@amd business growth, among other items. In iadgliparticularly for our domestic
insurance subsidiaries, the recapture of busindgea to thirdparty reinsurance arrangements due to, for exardpfaults by, or credit quali
migration affecting, the third-party reinsurers kkboegatively impact regulatory capital.

Our regulatory capital levels are also affectedtagutory accounting rules, which are subject @ngle by each applicable insurance
regulator. As discussed above in “—Executive SunymdRegulatory Developments,” the NY DFS has notifisdthat it does not agree with
our calculation of statutory reserves (including #gpplicable credit for reinsurance) for New Yotkgises in respect of certain variable
annuity products. If we are ultimately requirecegiablish material additional reserves on a Newk$tatutory accounting basis or post
material amounts of additional collateral with resjpto such variable annuity products or other pet&l our ability to deploy capital held
within our domestic insurance subsidiaries for ofh&poses could be affected.

In addition, the NAIC recently proposed new guidanegarding the calculation of “total adjusted talfyior TAC, that will directly affec
the calculation of the RBC ratio. The new guidandaich is expected to be effective for December281,4, would limit the portion of an
insurer’s asset valuation reserve that can be edusd TAC to the amount not utilized in asset adegtesting. We are currently assessing the
impact of this guidance on the RBC ratios for ooméstic insurance subsidiaries.

We employ a “Capital Protection Framework” to emstimat sufficient capital resources are availablmaintain adequate capitalization
on a consolidated basis and competitive RBC ratimssolvency margins for our insurance subsidianeter various stress scenarios. The
Capital Protection Framework incorporates the pgakeimpacts from market related stresses, inclgaiquity markets, real estate, interest r
credit losses, and foreign currency exchange rB@ential sources of capital include on-balan@ethapital, derivatives, reinsurance and
contingent sources of capital. Although we contitmienhance our approach, we believe we curreathe laccess to sufficient resources to
maintain adequate capitalization and competitiveCR8tios and solvency margins under a range ofnpielestress scenarios.

Captive Reinsurance Companies

We use captive reinsurance companies in our dogniestirance operations to more effectively manageeserves and capital on an
economic basis and to enable the aggregation andfér of risks. Our captive reinsurance compassssme business from affiliates only. To
support the risks they assume, our captives aritgatiapd to a level we believe is consistent wtik tAA” financial strength rating targets of
our insurance subsidiaries. All of our captive seirance companies are whotiyned subsidiaries and are located domesticalbyc#yly in the
state of domicile of the direct writing insuranedsidiary that cedes the majority of business ¢ociptive. In addition to state insurance
regulation, our captives are subject to interndicpis governing their activities. Prudential Ficéal provides support to these captives,
typically through net worth maintenance agreementd,in the normal course of business will conteteapital to the captives to support
business growth and other needs. In addition, imeotion with financing arrangements, PrudentiabRcial may guarantee certain of the
captives’ obligations.

The NAIC, the NY DFS and other regulators contitmiesview life insurers’ use of captive reinsuracoenpanies. In February 2014,
Rector & Associates, Inc., a consulting firm consiosed by the NAIC, issued a report to the NAIC lieeommends placing limitations on
types of assets that may be used to finance resassociated with certain term and universal tifairance policies and requiring captive
reinsurers to
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collateralize their reinsurance obligations. Ini&idd, in March 2014, a committee of the NAIC prepd changes to the NAIC accreditation
standards that would regulate captive reinsuranogpanies that assume business directly writtendrerthan one state as “multi-state
reinsurers” and apply accreditation standardsdsdttaptives that historically were applicable dalyraditional insurers. We cannot predict
what, if any, changes may result from these revidfissurance laws are changed in a way thatimstour use of captive reinsurance
companies in the future, our ability to write certproducts and efficiently manage their associaisd could be adversely affected and we
may need to increase prices on certain productdijfyncertain products or find alternate financirausces, any of which could adversely affect
our competitiveness, capital and financial posion results of operations. Given the uncertaifith® ultimate outcome of these reviews, at
this time we are unable to estimate their expeetigtts on our future capital and financial positand results of operations.

Our domestic life insurance subsidiaries are stiltjea regulation entitled “Valuation of Life Insance Policies Model Regulation,”
commonly known as “Regulation XXX,” and a suppagtijuideline entitled The Application of the Valuation of Life InsuranPelicies Mode
Regulation,” commonly known as “Guideline AXXX.” €tlregulation and supporting guideline require iasito establish statutory reserves
for term and universal life insurance policies withgterm premium guarantees that are consistent wittstéitutory reserves required for ot
individual life insurance policies with similar gaatees. Many market participants believe thateegels of reserves are non-economic. We
use captive reinsurance companies to implemensugamce and capital management actions to satisgetreserve requirements by financing
the non-economic reserves through the issuanaerplus notes by the captives, which are treatezhpital for statutory purposes. For more
information about our financing of non-economicam®s, see “Financing Activities” below.

We reinsure living benefit guarantees on certaimatde annuity and retirement products from our detit life insurance companies to a
captive reinsurance company, Pruco Reinsurance(‘IRduco Re"). This enables us to aggregate thieke within Pruco Re and manage them
more efficiently through a hedging program. We éeti Pruco Re currently maintains an adequate thedpital and access to liquidity to
support this hedging program. However, as discubstuniv under “Liquidity associated with other aittes—Hedging activities associated
with living benefit guarantees,” Pruco Re’s cap#ad liquidity needs can vary significantly dueamong other things, changes in equity
markets, interest rates, mortality and policyholoehavior. Through our Capital Protection Frameward hold on-balance sheet capital and
maintain access to committed sources of capitaélateavailable to meet these needs as they arise.

We reinsure 90% of the short-term risks of Prudgmtisurance’s Closed Block Business to a capguesurance company domiciled in
New Jersey. These sh-term risks represent the impact of variationsxpegience of the Closed Block that are expectduktoecovered over
time as a result of corresponding adjustments licygwlder dividends. The reinsurance arrangenmeirttended to alleviate the short-term
statutory surplus volatility within Prudential Irrsince resulting from the Closed Block Businesduifiag volatility caused by the impact of
any unrealized mark-to-market losses and realireditdosses within its investment portfolio. Tqpport the captive’s funding obligations
under the reinsurance arrangement, we maintainGatfiion letter of credit facility with unaffilieed financial institutions through which the
captive can obtain a letter of credit during anilabdlity period expiring in October 2015. PrudeattFinancial guarantees all obligations of the
New Jersey captive under the facility, includirggabligation to reimburse any draws made undelettter of credit. Because experience of
Closed Block is ultimately passed along to polidgieos over time through the annual policyholdeiidbwnd, we believe that a draw under the
letter of credit is unlikely. Our ability to obtamletter of credit under the facility is subjeettiie continued satisfaction of customary condgion
similar to those contained in our credit facilit@sscribed in Note 9 to our Unaudited Interim Cdidsded Financial Statements.

Shareholder Distributions

In June 2013, our Board of Directors authorizedGbenpany to repurchase at management’s discrefida $1.0 billion of its
outstanding Common Stock during the period frony 142013 through June 30, 2014. The
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timing and amount of share repurchases will berdered by management based on market condition®#ed considerations, including
increased capital needs of our businesses duetwehl in regulatory capital requirements and oppdigs for growth and acquisitions.
Repurchases may be effected in the open marketygdhrderivative, accelerated repurchase and otgmtiated transactions and through plans
designed to comply with Rule 10b5-1(c) under thetizxge Act. The following table sets forth inforioatabout declarations of Common
Stock dividends, as well as repurchases of shdieaudential Financial’'s Common Stock for the thneenths ended March 31, 2014:

Dividend Amount Shares Repurchase!

Three months ended: Per Share Aggregate Shares Total Cost
(in millions, except per share data
March 31, 201« $ 0.5 $ 247 2.6 $ 25C

As a Designated Financial Company under Dodd-Frankglential Financial expects to be subject to mimh risk-based capital and
leverage requirements and to the submission ofaruayital plans to the Federal Reserve Systenudptial Financiab compliance with thes
and other requirements under Dodd-Frank could lithiability to pay Common Stock dividends and mepase shares in the future.

Liquidity

Liquidity management and stress testing are pedron a legal entity basis as the ability to tran&inds between subsidiaries is limi
due in part to regulatory restrictions. Liquiditgeds are determined through daily and quarterlly flas/ forecasting at the holding company
and within our operating subsidiaries. A minimurstthdalance of $1.3 billion is targeted to ensuat #lilequate liquidity is available at

Prudential Financial to cover fixed expenses inehent that we experience reduced cash flows fronoperating subsidiaries. This targeted
minimum balance is reviewed and approved annualithb Finance Committee of the Board of Directors.

To mitigate the risk of having limited or no accés$inancing due to stressed market conditionsgereerally prefund capital debt in
advance of maturity. We mitigate the refinancirgk mssociated with our debt that is used to furetaing needs by matching the term of debit
with the assets financed. To ensure adequate iiguidstress scenarios, stress testing is perfdrarea quarterly basis for our major operating
subsidiaries. Liquidity risk is further mitigategt bur access to the alternative sources of liquidiscussed below.

Liquidity of Prudential Financial

The principal sources of funds available to PruidéRinancial, the parent holding company, aredbvids and returns of capital from
subsidiaries, repayments of operating loans frobsisliaries and cash and sht@tm investments. These sources of funds may helementec
by Prudential Financial’s access to the capitalket@ras well as the “—Alternative Sources of Lidtyitddescribed below.

The primary uses of funds at Prudential Financialude servicing debt, paying operating expensesjmg capital contributions and
loans to subsidiaries, paying declared sharehdlid@ends, and repurchasing outstanding sharesoofr@on Stock executed under Board
authority.

As of March 31, 2014, Prudential Financial had casth short-term investments of $4,635 million, ardase of $920 million from
December 31, 2013. We maintain an intercompanydityuaccount that is designed to optimize the afseash by facilitating the lending and
borrowing of funds between Prudential Financial asdubsidiaries on a daily basis. Excluding retdwings from this intercompany liquid
account, Prudential Financial had cash and short-tevestments of $3,466 million as of March 31120a decrease of $888 million from
December 31, 2013.
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The following table sets forth Prudential Finan'sigrincipal sources and uses of cash and shart-t@restments, excluding net
borrowings from our intercompany liquidity accoufut, the period indicated.
Three Months Endec

March 31, 2014

(in millions)
Sources
Dividends and/or returns of capital from subsidiafi) $ 237
Proceeds from sto-based compensation and exercise of stock op 11¢€
Proceeds from sh«-term debt, net of repaymer 36
Interest income from subsidiaries on intercompagng@ments, net of interest p: 31
Total source: 422
Uses:
Net payments under intercompany loan agreemer 31€
Share repurchases( 25C
Common Stock dividends(: 247
Interest paid on external de 17¢
Net income tax paymen 17C
Capital contributions to subsidiaries 50
Repayment of retail medii-term notes 14
Class B Stock dividenc 5
Other, ne I, -
Total uses 1,31(
Net increase (decrease) in cash and -term investment $ (88¢)

(1) Includes dividends and/or returns of capital of $idillion from asset management subsidiaries, $aifon from international subsidiaries and $16 liait from other subsidiarie

(2) Includes net borrowings by subsidiaries of $&8llion by Prudential Term Reinsurance Company $&d million by asset management subsidiariesebffg $1 million of repayments
from subsidiaries

(3) Excludes $12 million related to trades that setitedpril 2014.

(4) Includes cash payments made on dividends declanedadr periods

(5) Includes capital contributions of $32 million tdémational subsidiaries and $18 million to Prue

Restrictions on Dividends and Returns of CapitairfrSubsidiaries

Our insurance companies are subject to limitatamthe payment of dividends and other transfefsmds to Prudential Financial and
other affiliates under applicable insurance law sgglilation. Also, more generally, the paymentiofdé&nds by any of our subsidiaries is
subject to declaration by their Board of Directarsl can be affected by market conditions and ddwtors. See Note 15 to the Consolidated
Financial Statements included in our Annual ReparEorm 10-K for the year ended December 31, 2618étails on specific dividend
restrictions

Domestic insurance subsidiarig®rudential Insurance is permitted to pay ordinandénds based on calculations specified under New
Jersey insurance law, subject to prior notificatiothe New Jersey Department of Banking and Imsigg“NJDOBI"). Any distributions abov
this amount in any 12-month period are considevdukt“extraordinary” dividends, and the approvaNdDOBI is required prior to payment.
The laws regulating dividends of the states whereother domestic insurance companies are domiailecimilar, but not identical, to New
Jersey’s.

International insurance subsidiarie®ur international insurance subsidiaries are stibgedividend restrictions from the regulatory
authorities in the international jurisdictions itigh they operate. During the
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first three months of 2014, Prudential of Koreadpadividend of (Won)35.0 billion or approximaté$3 million to its parent, Prudential
International Insurance Holdings Ltd. of which $28lion was ultimately sent to Prudential Financial

Other subsidiariesThe ability of our asset management subsidiariestiaa majority of our other operating subsidiat@pay dividends
is largely unrestricted from a regulatory standpoin

Liquidity of Insurance Subsidiarie:

There have been no material changes to the ligqypdisition of our domestic and international insw& subsidiaries since December 31,
2013. We continue to believe that cash generatazhging operations and the liquidity profile ofr@ssets provide sufficient liquidity under
reasonably foreseeable stress scenarios for eamir @fsurance subsidiaries.

The principal sources of liquidity for our insur@nsubsidiaries are premiums and certain annuitgiderations, investment and fee
income, and investment maturities and sales agsdareth our insurance and annuity operations, elsag internal and external borrowings.
The principal uses of that liquidity include bemgficlaims, dividends paid to policyholders, angrpants to policyholders and contractholders
in connection with surrenders, withdrawals andpwdicy loan activity. Other uses of liquidity inda commissions, general and administrative
expenses, purchases of investments, hedging gdivit payments in connection with financing adtgt We use a projection process for cast
flows from operations to ensure sufficient liquydis available to meet projected cash outflowsluding claims.

We manage the liquidity of our insurance operatimnsnsure stable, reliable and cost-effectiveseiof cash flows to meet all of our
obligations. Liquidity within each of our insuransebsidiaries is provided by a variety of souréeduding portfolios of liquid assets. The
investment portfolios of our subsidiaries are inéé¢p the overall liquidity of our insurance opioas. We segment our investment portfolios
and employ an asset/liability management appropehisc to the requirements of each of our prodmets. This enhances the discipline
applied in managing the liquidity, as well as thiiest rate and credit risk profiles, of eachfptict in a manner consistent with the unique
characteristics of the product liabilities.

The following table sets forth the fair value ofteén of our domestic insurance operations’ poitfolf liquid assets, including cash and
short-term investments, fixed maturity investmaattger than those designated as held-to-maturigsified by NAIC or equivalent rating, and
public equity securities, as of the dates indicated

March 31, 2014

Prudential December 31
Other
Insurance PRIAC @ Total 2013
(in billions)
Cash and shc-term investment $ 6.1 $ 1.C $ 0.8 $ 7.¢ $ 8.2
Fixed maturity investment:
High or highest qualit 125.% 19.C 8.5 153.2 149.2
Other than high or highest qual 8.€ 1.4 0.7 10.€ 10.t
Subtotal 134.t 20.4 9.2 164.1 159.%
Public equity securitie 4.4 0.C 0.C 4.4 4.2
Total $ 145.( $21.4 $10.C $176.< $ 172

(1) Includes Prudential Annuities Life Assurance Cogpion (‘PALAC”) and Pruco Life Insurance Compar*Pruco Life").
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The following table sets forth the fair value ofr aternational insurance operations’ portfolidigfiid assets, including cash and short-
term investments, fixed maturity investments othan those designated as heldwaturity, classified by NAIC or equivalent ratirapd public
equity securities, as of the dates indicated.

March 31, 2014

Prudential Gibraltar All December 31
Other
of Japan Life(1) (2) Total 2013
(in billions)
Cash and shc-term investment $ 141 $ 2C $ 1.C $ 41 $ 3.2
Fixed maturity investment:
High or highest quality(3 27.€ 85.¢ 12.7 126.2 123.t
Other than high or highest qual 0.4 2.1 0.2 2.7 2.€
Subtotal 28.C 88.C 12.¢ 128.¢ 126.:
Public equity securitie 1.€ 2.3 0.4 4.3 4.4
Total(4) $ 30.7 $ 92.: $14.: $137.2 $ 134.(

(1) Includes Prudential Gibralte

(2) Represents our international insurance operatemiding Japar

(3) Of the $126.2 billion of fixed maturity invesémts that are not designated as held—to-maturitycansidered high or highest quality as of March214, $88.8 billion, or 70%, were
invested in government or government agency bc

(4) The increase in liquid assets from December 313 2@ds driven by business growth and appreciatidhefen relative to the U.S. dolli

Liquidity associated with other activitie
Hedging activities associated with living benefigantees

As discussed in “Captive Reinsurance Companiesi@pbwoe reinsure living benefit guarantees on cenariable annuity and retirement
products from our domestic life insurance compatodruco Re. This enables us to execute our libergefit hedging program primarily
within a single legal entity. As part of the livilngnefit hedging program, we enter into a rangexchange-traded, cleared and other over the
counter equity and interest rate derivatives tagleezkrtain optional living benefit features accedrfior as embedded derivatives against
changes in certain capital market conditions sucimirest rates and equity index levels. For ladistussion of our living benefits hedging
program, see “—Results of Operations for FinanB&lvices Businesses by Segment—U.S. Retirementi@®and Investment Management
Division—Individual Annuities.” Pruco Re requirescass to liquidity to meet its payment obligatiamsler this program, such as payments fo
periodic settlements, purchases, maturities, teatiuins and breakage. Pruco &Bquidity needs can vary materially due to, amotiger items
changes in interest rates, equity markets, maytaiid policyholder behavior. Currently, we fundghdiquidity needs with a combination of
capital contributions and loans from Prudentialaficial and other affiliates.

The living benefits hedging activity in Pruco Reynadso result in collateral postings on derivatit@er from counterparties. The net
collateral position depends on changes in intestss and equity markets related to the amouriteoékposures hedged. Depending on marke
conditions, the collateral posting requirements ieguilt in material liquidity needs. In additiomrtain derivatives entered into on or after
June 10, 2013 are subject to mandatory clearinginements under the Dodd-Frank Act. These cleaegyatives typically have additional
collateral requirements. As of March 31, 2014,lthieag benefit hedging derivatives were in a nataige position of $0.9 billion compared to a
net posting position of $0.4 billion as of DecemB&r 2013. The change in position was primarilyeini by a decline in interest rates.

Additionally, in certain cases, state insurance lequires reinsurers, such as Pruco Re, to cdll@ertheir obligations under a
reinsurance agreement to permit the ceding comfzaolaim statutory reinsurance reserve credittierliusiness ceded. Because our
subsidiaries Pruco Life and PALAC are domiciledhia State of
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Arizona (as is Pruco Re), they are able to claimstgance reserve credit for business ceded tooHReawithout the need for Pruco Re to post
collateral. However, Pruco Re must post collatefitti respect to business ceded to it by our suasih Pruco Life Insurance Company of !
Jersey (“PLNJ") and Prudential Retirement Insuraamog Annuity Company (“PRIAC”). We satisfy collaa&posting requirements by
depositing assets into statutory reserve creditardrunding needs for the statutory reserve ctedits are separate and distinct from capital
needs of Pruco Re. However, assets pledged tdah#my reserve credit trusts may include assgiparting the capital of Pruco Re provided
that they meet eligibility requirements prescrilbgathe Arizona Department of Insurance. Reinsuraieserve credit requirements and the
amount of assets required to be pledged can véstautially due to changes in equity markets, @xerates, actuarial assumptions and other
factors. The statutory reserve credit trusts foNPkequired collateral of $7 million as of both Mar31, 2014 and December 31, 2013. The
statutory reserve credit trust for PRIAC requiretlateral of $13 million as of both March 31, 20d4dd December 31, 2013.

Foreign exchange hedging activities

We employ various hedging strategies to managenpiatexposure to foreign currency exchange rateements, particularly those
associated with the Japanese yen. Our overall gdgihg strategy calibrates the hedge level to predbe relative contribution of our yen-
based business to the Company’s overall returmaitye For further information on our hedging ségies, see “—Results of Operations for
Financial Services Businesses by Segment—Intemadtiasurance Division.” Our hedging strategiesiaolwhinclude both internal and external
hedging programs, may impact the liquidity posisiarf both Prudential Financial and our internationsurance subsidiaries.

The internal-only hedges are between Prudentiarf€iial (through a subsidiary) and certain of our-pased entities and serve to hedge
changes in the market value of U.S. dollar-denotaphénvestments held on the books of these yendbarsities attributable to changes in the
yer-dollar exchange rate. These U.S. dollar-denoméhisieestments are part of our hedging strategyitigate the impact of foreign currency
exchange rate movements on our U.S. dollar-equitvaiguity. Absent an internal hedge, changes imtheket value of these U.S. dollar-
denominated investments attributable to changéseilyen-dollar exchange rate would create volgtititthe solvency margins of these
subsidiaries. To minimize this volatility, we enteto inter-company hedges. Cash settlements fhaset hedging activities result in cash flows
between Prudential Financial and these yen-badesidiaries. The cash flows are dependent on chandeeeign currency exchange rates anc
the notional amount of the exposures hedged. Duhiadirst three months of 2014, Prudential Finah@ceived $267 million of net cash
settlements related to the internal hedge progvamch were paid by the yen-based subsidiaries.fAdarvch 31, 2014, the market value of the
internal hedges was an asset of $460 million dom fthe yerbased subsidiaries. A significant yen depreciatioer an extended period of tir
could result in additional net cash inflows to Rential Financial. Conversely, a significant yen r@ggation could result in net cash outflows
from Prudential Financial.

Our external hedges primarily serve to hedge aguodf our prospective non-U.S. dollar-denominagadiings streams and, to a lesser
extent, our U.S. dollar-equivalent equity. The exé¢ hedges are between a subsidiary of Pruddfitiahcial and external parties. Cash
settlements on these activities result in cashdlbetween the Company and the external parties@ndependent on changes in foreign
currency exchange rates and the notional amouhieoéxposures hedged. During the first three manit2914, the Company received $69
million of net cash settlements related to thegereal hedges. As of March 31, 2014, the net astatied to these external foreign currency
hedges was $673 million. A significant depreciatiothe yen and other foreign currencies over dareed period of time could result in
additional net cash inflows to the Company, whikgnificant appreciation in the yen and other iigmecurrencies over an extended period of
time could result in additional net cash outflonanfi the Company.
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Asset Management operations

The principal sources of liquidity for our fémsed asset management businesses include assefemamt fees and commercial mortc
origination and servicing fees. The principal uskEkquidity include general and administrative erges and distributions of dividends and
returns of capital to Prudential Financial. Thenary liquidity risks for our fee-based asset managy@ businesses relate to their profitability,
which is impacted by market conditions and our gineent management performance. We believe thefloag from our fee-based asset
management businesses are adequate to satisfyrtieatdiquidity requirements of these operati@aswell as requirements that could arise
under reasonably foreseeable stress scenarios) @whéamonitored through the use of internal measure

The principal sources of liquidity for our strateginvestments and interim loans held in our assetagement businesses are cash flows
from investments, the ability to liquidate investitee and available borrowing lines from internaliees, including Prudential Funding, LLC
(“Prudential Funding”), a wholly-owned subsidiarfyRrudential Insurance, and Prudential Financibk primary liquidity risks include the
inability to sell assets in a timely manner, degtiin the value of assets and credit defaults.elvere no material changes to the liquidity
position of our asset management operations siecember 31, 2013.

Alternative Sources of Liquidit

In addition to the sources of liquidity discusskrbtighout this section, Prudential Financial andaie subsidiaries have access to the
following alternative sources of liquidity:

» Asset-based financing, as discussed further below.

e Membership in the Federal Home Loan Banks, whidvigdes Prudential Insurance and PRIAC the abittphtain loans and to iss
funding agreements up to specified regulatory Brttiiat are collateralized by qualifying mortgagketed assets or U.S. Treasury
securities. As of March 31, 2014, Prudential Inegeahad an estimated maximum borrowing capaci§7dt billion, of which $2.2
billion was outstanding. PRIAC had an estimated imaxn borrowing capacity of $0.2 billion with no aahces outstanding. As of
March 31, 2014, Prudential Insurance and PRIACqulifying assets available but not pledged withalue of $3.3 billion and
$2.1 billion, respectively

» Commercial paper programs maintained at Prudénrii@ncial and Prudential Funding, with authorizesliance capacity of $3.0
billion and $7.0 billion, respectively, of which 32 million and $747 million, respectively, were stainding as of March 31, 201

» Credit facilities in an aggregate amount of $3.ilfion, which includes a $2 billion facility exping in November 2018 that has
Prudential Financial as borrower and a $1.75 hilfiacility expiring in November 2016 that has bBtludential Financial and
Prudential Funding as borrowers. There were naaudsng borrowings under these credit facilitie®a®arch 31, 2014 or as of the
date of this filing.

» A put option agreement giving Prudential Finanti& right to issue up to $1.5 billion in senioremtiue November 2023 to a trust
entity at any time over a ten year period in refomprincipal and interest strips of U.S. Treassegurities

For further information on our Federal Home LoamBanemberships, commercial paper programs, craditittes and the put option
agreement, see Note 9 to our Unaudited Interim @lateted Financial Statements.
Asset-based Financing

We conduct asset-based or secured financing watlninnsurance and other subsidiaries, includingsaations such as securities lending
repurchase agreements and mortgage dollar roflarto spread income, to borrow funds, or to fatditeading activity. These programs are
primarily driven by portfolio holdings of
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securities that are lendable based on countergdarand for these securities in the marketplace cblateral received in connection with th
programs is primarily used to purchase securitighé short-term spread portfolios of our insuramgtties. Investments held in the short-term
spread portfolios include cash and cash equivalshtst-term investments, mortgage loans and firatlrities, including mortgage- and asset
backed securities, with a weighted average lifina& of purchase by the shaerm portfolios of four years or less. Floatingerassets compri
the majority of our short-term spread portfolio. €8k short-term portfolios are subject to speaifi@stment policy statements, which among
other things, do not allow for significant assetsliity interest rate duration mismatch.

The following table sets forth our liabilities undesset-based or secured financing programs atblaito the Financial Services
Businesses and Closed Block Business as of the ohatizated.

March 31, 2014 December 31, 201
Financial Closed Financial Closed
Services Block Services Block
Businesse Busines: Consolidatec Businesse Busines: Consolidatec
(in millions)
Securities sold under agreements to repurc $ 4,86/ $3,48¢ $ 8,34¢ $ 4,12¢ $3,77( $ 7,89¢
Cash collateral for loaned securit 4,03t 1,24 5,28: 4,23( 81C 5,04(
Securities sold but not yet purcha: 12C 0 12C 56 0 56
Total(1) $ 9,01¢ $4,731 $ 13,75( $ 8,41 $4,58( $ 12,99
Portion of above securities that may be returngti¢o
Company overnight requiring immediate return of
cash collatere $ 6,92¢ $2,547 $ 947 $ 6,50¢ $2,27: $ 8,77¢
Weighted average maturity, in days 32 61 39 71

(1) The daily weighted average outstanding forttiiee months ended March 31, 2014 was $8,191 miliothe Financial Services Businesses and $48Hli®n for the Closed Block
Business

(2) Excludes securities that may be returned to the g2mm overnight
Outstanding liabilities under these programs inseelz$0.8 billion due primarily to attractive casiiateral reinvestment opportunities.

As of March 31, 2014, our insurance entities hag®seligible for the asset-based or secured fingrrograms of $102.1 billion, of
which $13.3 billion were on loan. Taking into acobmarket conditions and outstanding loan balaasesf March 31, 2014, we believe
approximately $28.1 billion of the remaining elilgitassets are readily lendable, including approteigab21.5 billion related to the Financial
Services Businesses, of which $6 billion relateseidain separate accounts and may only be usdihéorcing activities related to those
accounts.

In addition, as of March 31, 2014, our Closed BlBelsiness had outstanding mortgage dollar rolldeumvhich we are committed to
repurchase $0.8 billion of mortgage-backed seesitor TBA forward contracts. These repurchaseeageats do not qualify as secured
borrowings and are accounted for as derivativess&mortgage-backed securities are consideredhigighest quality based on NAIC or
equivalent rating.
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Financing Activities

As of March 31, 2014, total short- and lotegm debt of the Company on a consolidated basss$2&.6 billion, an increase of $0.4 bill
from December 31, 2013. The following table setshftotal consolidated borrowings of the Companyfahe dates indicated. We may, from
time to time, seek to redeem or repurchase outandsg debt securities through open market pueshasdividually negotiated transaction:
otherwise. Any such repurchases will depend onailieg market conditions, our liquidity positionduwother factors.

March 31, 2014 December 31, 201
Prudential Prudential
Other Other
Financial Subsidiaries Consolidatec Financial Subsidiaries Consolidatec
(in millions)

General obligation she¢-term debt
Commercial pape $ 22¢ $ 747 $ 973 $ 19C $  46C $ 65C
Current portion of lon-term debt and other(: 2,557 41¢€ 2,971 1,531 41Z 1,94¢
Subtotal 2,77¢ 1,16¢ 3,944 1,721 873 2,59¢

General obligation lor-term debt:
Senior debt(1)(2 10,42¢ 1,512 11,94( 11,46: 1,46¢ 12,92¢
Junior subordinated de 4,88¢ 0 4,88¢ 4,88¢ 0 4,88¢
Surplus notes(z 0 4,141 4,141 0 4,141 4,141
Subtotal 15,31: 5,65 20,96¢ 16,34¢ 5,607 21,95;
Total general obligation 18,09( 6,81¢ 24,90¢ 18,06° 6,48( 24,54,

Limited recourse borrowing(4

Current portion of lon-term debt 0 75 75 0 75 75
Long-term debi 0 1,60( 1,60(C 0 1,60( 1,60(
Total limited recourse borrowing 0 1,67¢ 1,67¢ 0 1,67¢ 1,67¢
Total borrowings $18,09( $ 8,49/ $ 26,58 $18,06° $ 8,15 $ 26,22

(1) Does notinclude $2,381 million of medium-tenotes of consolidated trust entities secured byifmagreements purchased with the proceeds ofrsatels at both March 31, 2014
and December 31, 2013, or $1,947 million of coti@feed funding agreements issued to the FederaldHooan Bank of New York as of both March 31, 2@hd December 31, 2013.
These notes and funding agreements are includébiityholders’ account balanced=or additional information on these obligations 8kte 9 to our Unaudited Interim Consolide
Financial Statements and Note 10 to the Consolidgiteancial Statements included in our 2013 AnRegbort orFormr-10K.

(2) Includes collateralized borrowings from the &ed Home Loan Bank of New York of $280 milliontaith March 31, 2014 and December 31, 2013. Fottiaddi information on these
borrowings, see Note 9 to our Unaudited Interim €bidated Financial Statemen

(3) Amounts are net of assets unde-off arrangements of $2,400 million, as of both Me8d, 2014 and December 31, 20

(4) Limited and non-recourse borrowing representstanding debt of Prudential Holdings, LLC thaatgibutable to the Closed Block Business. SeedEntial Holdings, LLC Notes”
within Note 14 to the Consolidated Financial Stagata included our 2013 Annual Report on Forr-K for additional information

The outstanding amount of Prudential Financial’'ed@eings of $18.1 billion was relatively unchandeam December 31, 2013.
Borrowings of our subsidiaries of $8.5 billion ieased $0.3 billion from December 31, 2013, prirgatile to an increase in commercial paper
issued by Prudential Funding, LLC.

As we continue to underwrite term and universal ilifsurance business, we expect to have additbmredwing needs to finance non-
economic reserves required under Regulation XXX @uaitleline AXXX. We believe we have sufficient fimang resources in place to meet
our financing needs under Guideline AXXX throughi20During the first three months of 2014, a nefelymed captive reinsurance subsidi
issued a
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$250 million surplus note to an affiliate to fin@nRegulation XXX non-economic reserves associaiddterm life sales in 2014. In addition,
in April 2014, one of our captives issued an addail $250 million of surplus notes in return forequal amount of credit-linked notes under
our $2 billion facility for the third-party finaneg of Regulation XXX reserves associated with téfenbusiness written from 2010 to 2013.
Following that issuance, an aggregate of $1.7®hilbf surplus notes were outstanding under thailitia Because valid rights of set-off exist,
interest and principal payments on the surplusshatel credit-linked notes issued through the tgdilie settled on a net basis, and the surplus
notes are reflected in the Company’s total conatdid borrowings on a net basis. We are currentigydog further solutions to address
Regulation XXX financing needs generated by oureexgd sales of term life insurance policies forrémaainder of 2014.

As of March 31, 2014 and December 31, 2013, we wecempliance with all debt covenants relatechiborrowings in the table abo
For further information on our short- and lotegm debt obligations, see Note 9 to our Unauditéelim Consolidated Financial Statements
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anap@fal Resources” included in the
Company’s Annual Report on Form 10-K for the yaadedd December 31, 2013.

Ratings

Financial strength ratings (which are sometimesrrefl to as “claims-paying” ratings) and crediings$ are important factors affecting
public confidence in an insurer and its competippesition in marketing products. Nationally Recamul Statistical Ratings Organizations
continually review the financial performance ambficial condition of the entities they rate, inéghgdPrudential Financial and its rated
subsidiaries. Our credit ratings are also importanbur ability to raise capital through the issaa of debt and for the cost of such financing.

A downgrade in the credit or financial strengthmgs$ of Prudential Financial or its rated subsiésicould potentially, among other
things, limit our ability to market products, reéucur competitiveness, increase the number or \@flpelicy surrenders and withdrawals,
increase our borrowing costs and potentially makeare difficult to borrow funds, adversely affélee availability of financial guarantees, s
as letters of credit, cause additional collatezglirements or other required payments under oeatgieements, allow counterparties to
terminate derivative agreements and/or hurt oaticgiships with creditors, distributors, or tradowunterparties thereby potentially negatively
affecting our profitability, liquidity, and/or cagail. In addition, we consider our own risk of nparformance in determining the fair value of
liabilities. Therefore, changes in our credit orancial strength ratings may affect the fair valfieur liabilities.
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Financial strength ratings represent the opinidnating agencies regarding the financial abilifyan insurance company to meet its
obligations under an insurance policy. Credit igdinepresent the opinions of rating agencies réggah entity’s ability to repay its
indebtedness. The following table summarizes ttinga for Prudential Financial and certain of ibsidiaries as of the date of this filing.

AM.
Best(1) S&P(2) Moody’s(3) Fitch(4)

Last review date 5/7/201« 12/11/201. 7/11/201: 7/25/201.
Current outlook Stable Stable(5) Stable Stable
Financial Strength Ratings:
The Prudential Insurance Company of Ame A+ AA- Al A+
Pruco Life Insurance Compal A+ AA- Al A+
Pruco Life Insurance Company of New Jer A+ AA- NR* A+
Prudential Annuities Life Assurance Corporat A+ AA- NR A+
Prudential Retirement Insurance and Annuity Comg A+ AA- Al A+
The Prudential Life Insurance Company Ltd. (Prudgiof Japan NR AA- NR NR
Gibraltar Life Insurance Company, Lt NR AA- NR NR
The Prudential Gibraltar Financial Life Insuranae Ctd. NR AA- NR NR
Prudential Life Insurance Co. of Taiwan, Inc. NR twAA+ NR NR
Credit Ratings:
Prudential Financial, Inc

Shor-term borrowings AMB-1 A-1 P-2 F2

Long-term senior dek a A Baal BBB+

Junior subordinated lo-term debt bbk BBB+ Baa: BBB-
The Prudential Insurance Company of Amer

Capital and surplus not a A A3 A-
Prudential Funding, LLC

Shor-term debt AMB-1 A-1+ P-1 F1

Long-term senior dek a+ AA- A2 A
PRICOA Global Funding |

Long-term senior dek ae AA- Al A+
* “NR” indicates not rate(

(1) A.M. Best Company, which we refer to as A.MsBdinancial strength ratings for insurance conigguiurrently range from “A++ (superior)” to “S (§ended).” A.M. Best's ratings
reflect its opinion of an insurance company’s ficiahstrength, operating performance and abilityniet its obligations to policyholders. An A.M. Bé&mng-term credit rating is an
opinion of the ability of an obligor to pay intetesd principal in accordance with the terms ofdbégation. A.M. Best long-term credit ratings genfrom “aaa (exceptional)” to “d (in
default),” with ratings from “aaa” to “bbb” consid® as investment grade. An A.M. Best short-tereditrating reflects an opinion of the issuer’sdamental credit quality. Ratings
range from*AMB-1+" which represents an exceptional ability to repayrt-term debt obligations, *AMB-4,” which correlates with a speculativ*bb”) long-term rating.

(2) Standard & Poor’s Rating Services, which weréd as S&P, financial strength ratings currerdiyge from “AAA (extremely strong)” to “R (regulatosupervision).” These ratings
reflect S&P’s opinion of an operating insurance pamy’s financial capacity to meet the obligatioh&insurance policies in accordance with theints. A “+” or “-" indicates
relative strength within a category. An S&P credting is a current opinion of the creditworthine$sin obligor with respect to a specific finan@aligation, a specific class of
financial obligations or a specific financial pragr. S&P’s long-term issue credit ratings range ff8#A (extremely strong)” to “D (default).” S&P shibterm ratings range from “A-
(highest categor” to “D (default)”

(3) Moody’s Investors Service, Inc., which we ref@as Moody’s, insurance financial strength ratingrrently range from “Aaa (exceptional)” to “@\lest).” Moody’s insurance ratings
reflect the ability of insurance companies to repagctually senior policyholder claims and obligas. Numeric modifiers are used to refer to th&iranwithin the group—with 1
being the highest and 3 being the lowest. Thesdfiardare used to indicate relative strength withicategory. Moody’s credit ratings currently rafigm “Aaa (highest)” to “C
(default).” Moody’s credit ratings grade debt aaling to its investment quality. Moody's considefsl;” “A2” and “A3” rated debt to be upper mediumegie obligations, subject to
low credit risk. Moody’s short-term ratings are miphs of the ability of issuers to honor senioafigial obligations and contracts. Prime ratinggeafrom “Prime-1 (P-1),” which
represents a superior ability for repayment of@esinort-term debt obligations, to “Prime-3 (P-3)Hiich represents an acceptable ability for repaytroésuch obligations. Issuers
rated“Not Prime¢’ do not fall within any of the Prime rating categsr.
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(4) Fitch Ratings Ltd., which we refer to as Fitfihancial strength ratings currently range fromA’A (exceptionally strong)” to “C (distressed).” Efit's ratings reflect its assessment ol
likelihood of timely payment of policyholder andracactholder obligations. Fitch long-term crediimgs currently range from “AAA (highest credit dityg),” which denotes
exceptionally strong capacity for timely paymenfin&ncial commitments, to “D (default).” Investntgrade ratings range between “AAA” and “BBB.” Shterm ratings range from
“F1 (highest credit quality)” to “C (high defaulsk).” Within long-term and short-term ratings, €'‘or a “~" may be appended to a rating to denetative status within major rating
categories

(5) S&P has the ratings of our U.S.-domiciled éesibn stable outlook and the ratings of our Jagpaimessurance entities on negative outlook as é8&®’s decision to put the sovereign
debt ratings of Japan on negative outlc

(6) This rating for Prudential Life Insurance Compaiyraiwan, Inc. was issued on December 18, 2013diwdn Ratings Corporation, a partner of S

The ratings set forth above reflect current opisiofeach rating agency. Each rating should beuated independently of any other
rating. These ratings are not directed toward stedders and do not in any way reflect evaluatiofnthe safety and security of the Common
Stock. These ratings are reviewed periodically mag be changed at any time by the rating agenaia.result, we cannot assure stakehol
that we will maintain our current ratings in theure.

Rating agencies use an “outlook” statement for lrdlustry sectors and individual companies. Foindastry sector, a stable outlook
generally implies that over the next 12-18 monttesrating agency expects ratings to remain unclthageng companies in the sector.
Currently, A.M. Best, S&P, Moody’s and Fitch alligathe U.S. life insurance industry on stable akld-or a particular company, an outlook
generally indicates a medium- or long-term trereh@rally six months to two years) in credit fundataés, which if continued, may lead to a
rating change. These indicators are not necessaghgcursor of a rating change nor do they prechuchating agency from changing a rating at
any time without notice. Currently, Moody’s, A.MeBt and Fitch have all of the Company’s ratingstaible outlook; and S&P has the ratings
of our U.S.-domiciled entities on stable outlookl déine ratings of our Japanese insurance entitiegegative outlook as part of S&P’s decision
to put the sovereign debt ratings of Japan on negatitiook.

Requirements to post collateral or make other paysn@s a result of ratings downgrades under ceatfiéements, including derivative
agreements, can be satisfied in cash or by popgnmissible securities held by the subsidiariegesiilbo the agreements. A ratings downgrade
of three ratings levels from the ratings levele@BBlarch 31, 2014 (relating to financial strengéiimgs in certain cases and credit ratings in
other cases) would result in estimated additiondhteral posting requirements or payments undeh sigreements of approximately $23
million. The amount of collateral required to besteal for derivative agreements is also dependettieofair value of the derivative positions
of the balance sheet date. For additional inforomategarding the potential impacts of a ratings mign&ade on our derivative agreements see
Note 14 to our Unaudited Interim Consolidated FaiahStatements. In addition, a ratings downgrad@ . Best to“A-" for our domestic
life insurance companies would require Prudentialitance to either post collateral or a lettemeflit in the amount of $1.5 billion related to
the variable annuity business acquired from AlistslYe estimate the cost of such letter of credite@pproximately $9 million per year. We
believe that the posting of such collateral woudd lIme a material liquidity event for Prudentialurnsnce.

In view of the difficulties experienced in recerigys by many financial institutions, the ratingragjes have heightened the level of
scrutiny that they apply to such institutions, han@eased the frequency and scope of their crediews, have requested additional
information from the companies that they rate, aray adjust upward the capital and other requiresnemployed in the rating agency models
for maintenance of certain ratings levels, sucthadinancial strength ratings currently held by life insurance subsidiaries. In addition,
actions we might take to access third party finagar to realign our capital structure may in toause rating agencies to reevaluate our
ratings.

The following is a summary of the significant chaagr actions in our ratings and rating outloola ttave occurred from January 1,
2014 through the date of this filing.

On May 7, 2014, A.M. Best affirmed Prudential Fio@tis long-term senior debt rating at “a-” and gkerm debt rating at “AMB-1".
A.M. Best also affirmed the “A+” financial strengthtings of Prudential’s
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core subsidiaries, including Prudential Insuranoen@any of America, Prudential Annuities Life Assura Corporation, and Prudential
Retirement Insurance and Annuity Company, withstabitlooks.

Off-Balance Sheet Arrangements

Guarantees and Other Contingencies

In the course of our business, we provide certaarantees and indemnities to third parties purstaewhich we may be contingently
required to make payments in the future. See “Cdmanits and Guarantees” within Note 15 to the Urtaddinterim Consolidated Financial
Statements for additional information.

Other Contingent Commitments

We also have other commitments, some of which anéimgent upon events or circumstances not undecantrol, including those at the
discretion of our counterparties. See “Commitmami$ Guarantees” within Note 15 to the Unauditedrint Consolidated Financial
Statements for additional information regardingstheommitments. For further discussion of certéithese commitments that relate to our
separate accounts, also see “—Liquidity associatédother activities—Asset Management operations.”

Other Off-Balance Sheet Arrangements

In November 2013, we entered into a put option egient with a Delaware trust that gives Prudeniisicial the right, at any time over
a ten-year period, to issue up to $1.5 billionerfier notes to the trust in return for principatianterest strips of U.S. Treasury securities that
are held by the trust. See Note 9 to our Unauditeztim Consolidated Financial Statements for mofermation on this put option agreement.
Other than this put option agreement, we do nothatained or contingent interests in assets teamesf to unconsolidated entities, or variable
interests in unconsolidated entities or other gintilansactions, arrangements or relationshipsstrae as credit, liquidity or market risk
support, that we believe are reasonably likelyaweha material effect on our financial conditiohaeges in financial condition, revenues or
expenses, results of operations, liquidity, captgdenditures or our access to or requirementsdpital resources. In addition, other than the
put option agreement referred to above, we do ae¢ melationships with any unconsolidated entitied are contractually limited to narrow
activities that facilitate our transfer of or aceés associated assets.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk is the risk of fluctuations in the valof financial instruments as a result of absoduteslative changes in interest rates,
foreign currency exchange rates, equity pricesoarmaodity prices. To varying degrees, our produnts services, and the investment activities
supporting them, generate exposure to market Fis&.market risk incurred, and our strategies fonaging this risk, vary by product. A
description of our market risk exposures may badoin our Annual Report on Form 10-K, for the yeaded December 31, 2013, Item 7A,
“Quantitative and Quialitative Disclosures about kéamRisk”, filed with the Securities and Exchangan@nission. See Item 1A, “Risk Factors”
included in the Annual Report on Form 10-K for ffear ended December 31, 2013, for a discussioowfdifficult conditions in the financial
markets and the economy generally may materialgesly affect our business and results of ouratjmers.

There have been no material changes in our maskeéxposures from December 31, 2013; howeverisatoded in Note 14 to the
Unaudited Interim Consolidated Financial Statemehts notional amount of Synthetic GICs, as of Dalger 31, 2013, has been revised to
correct a previously reported amount. There wagnpact to the disclosed fair value or hypothetd@@nge in fair value resulting from a 100
basis point change in interest rates as reportedriinnual Report on Form 10-K, for the year enBedember 31, 2013, Item 7A,
“Quantitative and Qualitative Disclosures about kédrRisk—Market Risk Related to Interest Rates.”
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ITEM4. CONTROLS AND PROCEDURES

In order to ensure that the information we mustldige in our filings with the SEC is recorded, mssed, summarized, and reported on :
timely basis, the Company’s management, includimgChief Executive Officer and Chief Financial @#t, have reviewed and evaluated the
effectiveness of our disclosure controls and procesi as defined in Exchange Act Rule 13a-15(e)f &arch 31, 2014. Based on such
evaluation, the Chief Executive Officer and Chiafdncial Officer have concluded that, as of Mar&h2014, our disclosure controls and
procedures were effective. No change in our infezaatrol over financial reporting, as defined ircBange Act Rule 13a-15(f), occurred
during the quarter ended March 31, 2014, that retemally affected, or is reasonably likely to m&By affect, our internal control over
financial reporting.
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PART II—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
See Note 15 to the Unaudited Interim Consolidaiedri€ial Statements under “—Litigation and Regulatdatters” for a description of

material pending litigation and regulatory mattffecting us, and certain risks to our businessesgmted by such matters, which is
incorporated herein by reference.

ITEM 1A. RISK FACTORS

You should carefully consider the risks describadar “Risk Factors” in our Annual Report on FormK.@or the year ended
December 31, 2013. These risks could materiallgcafbur business, results of operations or findrciadition, cause the trading price of our
Common Stock to decline materially or cause ownalaesults to differ materially from those expelcte those expressed in any forward
looking statements made by or on behalf of the GomipThese risks are not exclusive, and additidaks$ to which we are subject include,
are not limited to, the factors mentioned undemi¥ard-Looking Statements” above and the risks oftusinesses described elsewhere in thi:
Quarterly Report on Form 10-Q.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(c) The following table provides information abquirchases by the Company during the quarter endedivB1, 2014, of its Common
Stock:

Total Number of Share

Purchased as Part of Approximate Dollar Value of
Total Number of Average Price Publicly Announced Shares that May Yet be

Period Shares Purchased(: Paid per Share Program(2) Purchased under the Progran
January 1, 2014 through

January 31, 201 944,86( $ 88.5 940,99:
February 1, 2014 through

February 28, 201 1,472,03 $ 83.71 994,87!
March 1, 2014 through

March 31, 201« 973,94: $ 85.8¢ 970,20!
Total 3,390,83: $ 85.6¢ 2,906,07! $ 250,030,23

(1) Includes shares of Common Stock withheld frartipipants for income tax withholding purposes séghares of restricted stock units vested duniegeériod. Such restricted stock
units were originally issued to participants purdua the Prudential Financial, Inc. Omnibus IneéenPlan that was adopted by the Company’s Boafirefctors in March 2003 (as
subsequently amended and restat

(2) InJune 2013, the Board authorized the Compamgpurchase up to $1.0 billion of its outstandBm@mmon Stock during the twelve month period stgrfluly 1, 2013 through June 30,
2014.
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ITEM 6. EXHIBITS

12.1 Statement of Ratio of Earnings to Fixed Char
31.1 Section 302 Certification of the Chief ExecutivefiGdr.
31z Section 302 Certification of the Chief FinanciafiOdr.
32.1 Section 906 Certification of the Chief ExecutivefiCHr.
32.2 Section 906 Certification of the Chief FinanciafiOdr.
101.INS- XBRL Instance Documen
101.SCH- XBRL Taxonomy Extension Schema Docum
101.CAL- XBRL Taxonomy Extension Calculation Linkbase Docum
101.LAB - XBRL Taxonomy Extension Label Linkbase Documt
101.PRE- XBRL Taxonomy Extension Presentation Linkbase Docun
101.DEF- XBRL Taxonomy Extension Definition Linkbase Docume

Prudential Financial, Inc. will furnish upon requiasopy of any exhibit listed above upon the paynoé a reasonable fee covering the
expense of furnishing the copy. Requests shoultireeted to:

Shareholder Services
Prudential Financial, Inc.
751 Broad Street, 21st Floor
Newark, New Jersey 07102
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

Prudential Financial, Inc

By: /s/ ROBERTM. F ALZON
Robert M. Falzon
Executive Vice President and Chief Financial Office(Authorized
signatory and principal financial officer)

Date: May 8, 2014
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Exhibit 12.1

PRUDENTIAL FINANCIAL, INC.
RATIO OF EARNINGS TO FIXED CHARGES

Three Months Year Ended December 31
Ended

March 31, 201« 2013 2012 2011 2010 2009
($ in millions)

Earnings:
Income (loss) from continuing operations beformme taxes

Q) $ 1,707 $(1,712)  $ 737 $ 5,191 $4,23: $3,651
Less:
Undistributed income (loss) of investees accoufidednder the

equity methoc 13¢ 228 107 28¢€ 10C (172
Interest capitalize — — — — — —
Adjusted earning 1,56¢ (1,939 63C 4,90¢ 4,13: 3,82¢
Add fixed charges
Interest credited to policyhold¢ account balance 1,01t 3,111 4,23¢ 4,48¢ 4,20¢ 4,48¢
Gross interest expense| 35¢ 1,41¢ 1,38¢ 1,31t 1,224 1,16¢
Interest component of rental expel 2C 85 9€ 93 69 69
Total fixed charge 1,394 4,61°F 5,71¢ 5,892 5,50z 5,721
Total earnings plus fixed charg $ 2,96: $ 2,68( $6,34¢ $10,79" $9,63¢ $9,55(
Ratio of earnings to fixed charges 2.13 — 1.11 1.8 1.7 1.67

(1) Excludes earnings attributable to noncontrgliinterests. The year ended December 31, 200@idesla $2.247 billion pre-tax gain related to e sf the Company’s minority joint
venture interest in Wachovia Securiti

(2) Interest expense on short-term and long-tert, decluding interest expense of securities bussiee reported in “Net investment income” in the $&lidated Statements of Operations,
capitalized interest and amortization of debt diste and premiums. Interest expense does not iadhterest on liabilities recorded under the authtive guidance on accounting for
uncertainty in income taxes. The Comg’s policy is to classify such interest in income paavision in the consolidated statements of opanat

(3) Due to the Company'’s loss for the twelve momthded December 31, 2013, the ratio coverage waghan 1:1 and is therefore not presented. Adhditiearnings of $1,935 million
would have been required for the twelve months @mecember 31, 2013, to achieve a ratio of



Exhibit 31.1
CERTIFICATIONS

[, John R. Strangfeld, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of Prudential Financial, Inc
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe@ periods presented in this rep
4.  The registrant’s other certifying officer(s) anale responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav
(&) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa
(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentihisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant
(d) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
(&) All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpzahcial information; an
(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reportin
Date: May 8, 2014 /s/ JOHNR. STRANGFELD

John R. Strangfeld
Chief Executive Office



Exhibit 31.2
CERTIFICATIONS

I, Robert M. Falzon, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of Prudential Financial, Inc
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe@ periods presented in this rep
4.  The registrant’s other certifying officer(s) anale responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav
(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa
(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentihisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant
(d) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
(&) All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpzahcial information; an
(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reportin
Date: May 8, 2014 /'s/ ROBERTM. F ALZON

Robert M. Falzon
Chief Financial Office



Exhibit 32.1

Certification

Pursuant to 18 U.S.C. § 1350, I, John R. Strangfelilef Executive Officer of Prudential Financilde. (the “Company”), hereby certify
that the Company’s Quarterly Report on Form 10-ifie quarter ended March 31, 2014 (the “Repottifyfcomplies with theequirements ¢
Section 13(a) or 15(d) of the Securities Exchangeof 1934 and that the information contained i Report fairly presents, in all material
respects, the financial condition and results arapjons of the Company.

Date: May 8, 2014 /s/  JOHNR. STRANGFELD
Name: John R. Strangfeld
Title: Chief Executive Office

The foregoing certification is being furnished $pleursuant to 18 U.S.C. § 1350 and is not beilegifas part of the Report or as a
separate disclosure document.




Exhibit 32.2

Certification

Pursuant to 18 U.S.C. § 1350, I, Robert M. Falfimef Financial Officer of Prudential Financialclr(the “Company”), hereby certify
that the Company’s Quarterly Report on Form 10-Qitie quarter ended March 31, 2014 (the “Repduily complies with the requirements
Section 13(a) or 15(d) of the Securities Exchangeof 1934 and that the information contained i Report fairly presents, in all material
respects, the financial condition and results arapjons of the Company.

Date: May 8, 2014 /s/ ROBERTM. F ALZON

Name: Robert M. Falzon
Title: Chief Financial Office

The foregoing certification is being furnished $pleursuant to 18 U.S.C. § 1350 and is not beilegifas part of the Report or as a
separate disclosure docume




