











Connecticut Center for

School Change, Inc.

Hartford, CT—$50,000

To support the Connecticut Center for School
Change’s efforts to improve teaching and
learning in public schools in the state of
Connecticut.

Greater Hartford Consortium

for Higher Education

Hartford, CT—$40,000

To support the Career Beginnings Program,
which offers students comprehensive programs
that include workshops on the college
admission process, volunteer mentors and
advice from full-time staff.

Hartford Stage Company
Hartford, CT—$35,000
To support an arts education program for

middle schools and high school students in the
South Arsenal neighborhood.

South Arsenal Neighborhood
Development Corporation

Hartford, CT—$75,000

To support SAND’s efforts to improve the
South Arsenal neighborhood of Hartford
through the creation of affordable housing
and job training support.

Urban League of Greater Hartford, Inc.

PRUDENTIAL NEIGHBORHOOD
PARTNERSHIP

JACKSONVILLE

The Prudential Neighborhood Partnership
(PNP) in Jacksonville’s Pine Forest/Larsen
neighborhood supports opportunities for
youth, workforce development initiatives and
housing. The PNP also promotes collaboration
among partners and provides resources to build
the organizational capacity of grantees.

Community Connections

of Jacksonwville, Inc.

Jacksonville, FL—$25,000

To provide case management, job readiness,
educational assessment and after-school programs
for children residing in Sable Palms Apartments.

Housing Partnership of Jacksonville, Inc.
Jacksonville, FL—$55,000

To provide leadership development,
neighborhood capacity building and the

preservation and creation of affordable housing.

Women’s Center of Jacksonville, Inc.
Jacksonville, FL—$25,000

To support the Community Builders program,
which is designed to assist the women and
families in Sable Palms achieve better health
and personal outcomes.

Hartford, CT—$25,000 Grants less than $25,000 $71,400
To support the College Achievement Program,  ¢25 000 or more $105,000
which provides comprehensive academic

support, college transition and mentoring Total “Neighborhood grants -

services to minority and low-income students. ~ Jacksonville” $176,400
Grants less than $25,000 $25,000

$25,000 or more $325,000 LOS ANGELES

Total “Neichborhood erants - The Prudential Neighborhood Partnership (PNP)
Hartford” & = $350,000 in the Pacoima area of Los Angeles supports
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programs that address needs of children and
youth, education and economic development.
The PNP also promotes collaboration among
partners and provides resources to build the
organizational capacity of grantees.

Child Care Resource Center, Inc.
Chatsworth, CA—$30,000

To support the Early Care and Education
Careers Project to increase the capacity of bi-
lingual professionals in the Pacoima area while
contributing to the workforce development of
the community.

Friends of the Family

Van Nuys, CA—$25,000

To support the Family Read Project in
Pacoima, which uses children’s literature to
enhance parent/child bonding and increase
parenting skills.

Pacoima Beautiful

Pacoima, CA—$25,000

To support the Pacoima Beautiful Youth
Environmentalists program which provides
environmental education, leadership skills,
college and career preparation to low-income
Latino youth in Pacoima.

Urban Education Partnership

Los Angeles, CA—$100,000

To support the FamilyCare School Readiness
Program which helps prepare children ages 0 to
5 enter preschool and kindergarten with the
skills necessary to be successful learners.

Grants less than $25,000 $20,000
$25,000 or more $180,000
Total “Neighborhood grants -

Los Angeles” $200,000
MINNEAPOLIS

The Prudential Neighborhood Partnership
(PNP) in the Near North and Harrison section
of Minneapolis is focused on support for
youth, workforce and economic development
activities. The PNP also promotes collaboration
among partners and provides resources to build
the organizational capacity of grantees.

Cookie Cart

Minneapolis, MIN—$30,000

To support the Youth Employment Program,
which teaches community youth baking and
entrepreneurial business skills in a commercial
bakery model.

Emerge Community Development
Minneapolis, MIN—$25,000

To support a temporary-to-permanent
employment program that also provides
training and supportive services.

Goodwill Industries Inc.,

Easter Seals of Minnesota

St. Paul, MN—$25,000

To support the Bank Skills Training Program,
which prepares participants for entry-level
positions within the banking and financial
industries.

Northside Residents Redevelopment
Council Inc.

Minneapolis, MIN—$25,000

To provide funding to assist PNP grantees and
improve their collaboration and capacity to
address emerging issues in their communities.

Resource, Inc., Employment

Action Center

Minneapolis, MIN—$35,000

To provide employment services, mentoring
and peer support services to youth from the

neighborhood.

Grants less than $25,000 $50,000
$25,000 or more $140,000
Total “Neighborhood grants -

Minneapolis” $190,000
PHILADELPHIA

The Prudential Neighborhood Partnership
(PNP) in Lower Eastern North Philadelphia
supports opportunities for youth, workforce
development and housing. The PNP also

promotes collaboration among partners and
provides resources to build the organizational
capacity of grantees.

Asociacion Puertorriquenos

En Marcha, Inc.

Philadelphia, PA—$45,000

To provide support for the Community
Learning Center which provides GED classes in
English and Spanish and basic adult education.

Congreso De Latinos Unidos, Inc.
Philadelphia, PA—$28,000

To support the Gateway to Employment
Program, a workforce development program
that provides residents with adult education,
technology, customer service training, job
placement and retention services.

Norris Square Civic Association
Philadelphia, PA—$45,000

To provide continued funding support for the
Dual Language Curriculum, a project that
promotes the healthy development of pre-
school children and to enable their families

to provide a supportive and nurturing
environment.

Taller Puertorriqueno, Inc.
Philadelphia, PA—$25,000

To provide academic support, recreational
activities, leadership development and
employment opportunities for neighborhood
youth.

Women’s Community

Revitalization Project

Philadelphia, PA—$45,000

To support the Community Capacity Building
Project, which seeks to build the ability of
residents to address problems affecting their
neighborhoods, particularly housing issues.

$25,000 or more $188,000
Total “Neighborhood grants -
Philadelphia” $188,000

STRATEGIC POLICY

Center for Strategic and

International Studies, Inc.

Washington, DC—$80,000

To support a followup study that builds on a
2004 study, Graying of the Middle Kingdom,
which would discuss recent retirement policy
developments in China, offering a ‘report
card’ on government efforts to deal with the
aging challenge.

CIF of the San Francisco Foundation,
Diversity in Philanthropy Project

San Francisco, CA—$25,000

To provide support for the Diversity in
Philanthropy Project to develop and advance
strategies to improve diversity in grantmaking.

Conference Board, Inc.

New York, NY—$40,000

To support its work in the area of
organizational effectiveness and annual
corporate membership renewal.

Trustees of Boston College, Center
for Retirement Research

Chestnut Hill, MA—$100,000

To conduct a multi-disciplinary look into the
impact of older workers on the workforce and
the effect on employers and employees.

Grants less than $25,000 $108,000
$25,000 or more $245,000
Total “Strategic Policy” grants $353,000
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Social Investments manages assets for Prudential and The Prudential Foundation
with a portfolio of over $312 million. The following shows the portfolio sorted by
social strategy and geographic reach.

SOCIAL STRATEGY

43%
Affordable
Housing

35%
Community
Revitalization

17%
Charter
Schools

GEOGRAPHIC REACH

1%
Community
Services 2% . 20%
2% Entlr:pietniurshlp - California
Educational ssistance ;
Programs New Jersey S% i

Illinois

3%—L1 e
Connepticut, %2??;?’
Ma}:sl;)cri)(ilas)etts Arz:f)na Pennsylvania

Texas ,
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Investments Closed in 2007

AIDS Resource Foundation for Children
Newark, N—$500,000

The investment in AIDS Resource Foundation
for Children enables the organization to assist
persons with AIDS and their families in obtaining
long-term rental assistance, short-term rental
assistance, housing information services, HIV case
management, substance abuse counseling, mental
health counseling, transportation and direct
emergency services.

Branch Brook Park Alliance

Newark, N—$500,000

The investment in Branch Brook Park Alliance
enables the Alliance to continue its multi-year
project of revitalizing Branch Brook Park. Branch
Brook Park offers the local community a
democratic space where people from diverse
backgrounds can meet on common ground.

California Charter School Association
San Diego to San Francisco, CA—$6,000,000
The investment in California Charter School
Association provides over 60 working capital loans
for high-quality charter schools in California until
state and local funds become available.

City National Bank

Newark, NJ—$5,000,000

The investment in the third largest African-
American owned bank in the U.S. enables the
bank to expand its financing for small

businesses and economic development projects
in and around Newark, NJ.

East Orange Charter School

East Orange, NJ—$475,000

The investment in East Orange Charter School
provides working capital to pay operating
expenses until the school receives state and
local funds.

Friends of Team Academy

Charter School

Newark, N—$151,500

The investment in a nonprofit real estate
organization affiliated with TEAM Academy
Charter School helps pay for a renovation
expense for an auditorium/multi-purpose
classroom space.

Frost Valley YMCA

Claryville, NY—$4,000,000

The investment in Frost Valley financed the
construction of two new structures in its camp
in the Catskill Mountains, which serves youth
and families from the region, including
Newark. The Mitchell Family Center provides
retreat facilities for families and a variety of
organizations, and the Guenther Family
Wellness Center expands the camp’s medical
and educational program facilities.

Greater Newark Enterprise Corporation
Newark, NJ—$750,000

The investment in GNEC enables the
organization to provide economic and wealth
creation services to the residents of Newark and
the surrounding area. These services include
entrepreneurial training, micro-loans, and an
expansion of GNEC’s community development
loan program.

Housing Partnership of

Northeast Florida

Jacksonville, FL—$2,000,000

The investment in Housing Partnership

of Northeast Florida, a member of the
NeighborWorks® network, provides financing
to homeowners who are victims of predatory
lending practices and allows them to maintain
ownership of the property.

Living Cities

National—$12,000,000

The investment in a national community
development initiative, fostered by Local
Initiatives Support Corporation and Enterprise
Community Loan Fund, makes short-term
financing available to local nonprofit groups

in 23 cities.

Newark Community Revitalization
Newark, NJ—$402,000

The investment in Newark Community
Revitalization finances the predevelopment
work of two properties owned by Boys & Girls
Clubs of Newark. Boys & Girls Clubs of
Newark is a nonprofit youth development
organization that offers programs that cover the
following areas: Career & Education, Character
& Leadership, Health & Life Skills, Arts, and
Sports, Fitness & Recreation.

YouthBuild Newark

Newark, NJ—$532,450

The investment in YouthBuild Newark, part
of the YouthBuild USA nonprofit network,
funds the renovation of a facility to provide
office space, classrooms, computer labs and a
workshop for the organization. YouthBuild
provides education, job training, and
leadership development opportunities to

young people.

The Prudential Insurance
Company of America

The Prudential Foundation
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The Board of Trustees
The Prudential Foundation

We have audited the accompanying statements of financial position of
The Prudential Foundation (the “Foundation”) as of December 31, 2007
and 2006, and the related statements of activities and cash flows for the
years then ended. These financial statements are the responsibility of the
Foundation’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with auditing standards
generally accepted in the United States. Those standards require that we
plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement. We
were not engaged to perform an audit of the Foundation’s internal
control over financial reporting. Our audits included consideration of
internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such
opinion. An audit includes examining, on a test basis, evidence
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supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of the Foundation as of
December 31, 2007 and 2006, and the changes in its net assets and its
cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States.

A < Tkes L7

March 30, 2008

As of December 31, 2007 and 2006 (in thousands)

2007 2006

ASSETS
Cash and cash equivalents 5,704 $ 7,123
Investments 126,210 90,304
Investment income receivable 20 28
Program-related investment loans, net 3,789 4,212
Prepaid expense 150 50
TOTAL ASSETS 135,873 $ 101,717
LIABILITIES
Grants payable:

less than 1 year 11,512 $ 10,583

more than 1 year 3,700 4,875
Matching gifts payable 3,819 3,951
Accrued expenses 187 —
Federal excise taxes payable 489 193
Deferred tax liability 116 120
TOTAL LIABILITIES 19,823 19,722
NET ASSETS
Unrestricted 113,871 80,969
Temporarily restricted 2,179 1,026
TOTAL NET ASSETS 116,050 81,995
TOTAL LIABILITIES AND NET ASSETS 135,873 $ 101,717

See Notes to Financial Statements
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For the years ended December 31, 2007 and 2006 (in thousands)

2007 2006
Temporarily Permanently
Unrestricted Restricted Total Unrestricted Restricted Total

REVENUES, GAINS AND

OTHER SUPPORT

Interest and dividends $ 3,817 $ 98 $ 3915 $ 3,434 $ - $ 3,434
Interest on program-related investment loans 293 = 293 411 - 411
Contributed services 2,324 = 2,324 2,114 — 2,114
Investment gains and losses, net 2,432 1 2,433 6,308 4 6,312
Contributions 50,047 1,054 51,101 7,106 1,022 8,128
TOTAL REVENUES, GAINS AND

OTHER SUPPORT $ 58,913 $ 1,153 $ 60,066 $ 19,373 $ 1,026 $ 20,399
EXPENSES

Grants 18,301 - 18,301 16,501 — 16,501
Matching gifts 6,755 - 6,755 6,847 - 6,847
Provision (reduction) for losses on

program-related investment loans (1,244) — (1,244) (247) = (247)
Federal excise tax 1,141 = 1,141 295 - 295
Federal excise tax deferred (4) - (4) 78 - 78
General and administrative 1,062 — 1,062 955 — 955
TOTAL EXPENSES 26,011 - 26,011 24,429 - 24,429
Change in net assets 32,902 1,153 34,055 (5,056) 1,026 (4,030)
Net assets, beginning of year 80,969 1,026 81,995 86,025 - 86,025
NET ASSETS, END OF YEAR $113,871 $ 2,179 $ 116,050 $ 80,969 $ 1,026 $ 81,995
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See Notes to Financial Statements

For the years ended December 31, 2007 and 2006 (in thousands)

2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Interest and dividend income received 4,216 3,875

Grants paid (16,781) (17,125)

Matching gifts paid (6,888) (8,319)

Federal excise taxes paid (844) (402)

Other expenses paid (416) (447)
Net cash used in operating activities (20,713) (22,418)
CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of artwork 62 603

Proceeds from repayments of

program-related investment loans 5,926 9,479

Disbursements for program-related

investment loans (4,261) (2,160)

Proceeds from sale of investments 51,537 16,163

Purchases of investments (33,970) —
Net cash provided by investing activities 19,294 24,085
Net (decrease)/increase in cash
and cash equivalents (1,419) 1,667
CASH AND CASH EQUIVALENTS

BEGINNING OF YEAR 7,123 5,456
CASH AND CASH EQUIVALENTS

END OF YEAR 5,704 7,123
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(continued)

For the years ended December 31, 2007 and 2006 (in thousands)

2007 2006
ADJUSTMENTS TO RECONCILE
CHANGE IN NET ASSETS TO
NET CASH USED IN OPERATING ACTIVITIES
Change in net assets $ 34,055 $ (4,030)
Investment (gains), net (2,433) (6,311)
Donated securities (51,101) (8,128)
Provision for losses on program-related
investment loans (1,244) (247)
Changes in:
Investment income receivable 8 30
Prepaid expenses (100) 24
Grants and matching gifts payable (377) (3,658)
Accrued expenses 187 (69)
Deferred tax liability (4) 78
Federal excise taxes payable 296 (107)
Net cash used in operating activities $ (20,713) $ (22,418)

Supplemental disclosure of noncash investing activities—See Note 9

See Notes to Financial Statements

December 31, 2007 and 2006

1. ORGANIZATIONAL STRUCTURE

The Prudential Foundation (the “Foundation”) is a not-for-profit
corporation organized under the statutes of the State of New Jersey.

The Prudential Insurance Company of America (“Prudential
Insurance”), a subsidiary of Prudential Financial, Inc. (“Prudential
Financial”), is the Foundation’s primary supporter. Prudential Insurance
and its affiliates also provide the Foundation with management and
administrative services. Based on the designation of contributions, the
Foundation’s Board of Trustees may use the income or principal of the
property received from Prudential Insurance and its affiliates for
disbursements to qualifying not-for-profit and other organizations whose
missions complement the goals of the Foundation.

The Foundation seeks to improve the quality of individual and
community life by supporting innovative programs that address the
needs of society in areas where Prudential Financial has an interest. The
Foundation places special emphasis on grants in the city of Newark, New
Jersey (the location of its headquarters) but has identified target cities for
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local and national grants. The Foundation’s primary focus is on children
and families in the areas of education, youth development, and economic
development. Program-Related Investment (“PRI”) loans are an
additional vehicle to complement its grant-making function.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The financial statements are prepared on the accrual basis of accounting
in conformity with accounting principles generally accepted in the
United States.

Use of Estimates

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires management
to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the period. Estimates
are used to determine the value of services contributed to the Foundation
by Prudential Insurance and its affiliates, the discount rate used in the

calculation of the fair value of grants payable, matching gifts payable,
and the loan loss reserve on program-related investment loans. Actual
results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, amounts due from
banks, amounts held in money market accounts, and all highly liquid
investments with an original maturity of three months or less.

Investments
Investments are carried at estimated fair value. All transactions are
recorded on a trade date basis.

Program-Related Investments (PRIs)

Program-related investments are investments that meet several Internal
Revenue Service criteria relating to the purpose of the investment,
including having a charitable purpose and a below-market return. PRI
loans are stated at the amount advanced, less the provision for loan
losses. Semi-annually, a review of the risk rating for each outstanding
viable PRI loan is made, and (if appropriate) the provision is modified.
This risk rating is then used to calculate the individual loan loss reserves.
The amount recorded as a loan loss reserve is equal to the greater of 5%
of the outstanding principal balance of our unsecured loans or the sum
of the individual loan loss reserves.

Investment Gains and Losses, Net

Investment gains and losses, net, include realized gains and losses on
investments and changes in unrealized gains and losses on investments.
Realized gains and losses are calculated based on the difference between
the cost of the investments and the proceeds received from the sale of the
respective investments. Changes in unrealized gains and losses, net, are
calculated based on the change in the difference between the cost and
estimated fair values of investments at December 31 of the current year
compared to the cost and estimated fair values of investments at December
31 of the prior year. Gains and losses on investment transactions are
reflected as changes to unrestricted and temporarily restricted net assets.

In-Kind Contributions
Contributions in-kind are reflected in the financial statements at their
estimated fair value at the date of donation.

Grants Payable and Matching Gifts Payable

Grants are recorded when they are approved. Grants that are payable
in more than one year are discounted to the present value of future
payments. The discount rate used is the 5 Year US Treasury Note rate
on the date the grant was approved. At December 31, 2007, the 5 Year
US Treasury Note rates used to discount future payments ranged from
3.86% to 5.13%. At December 31, 2006, the 5 Year US Treasury Note
rates used ranged from 4.44% to 5.03%. Matching gifts are recorded

upon receipt of appropriate written documentation by the Foundation
of eligible gifts made.

3. INVESTMENTS
The Foundation’s investments can be categorized as the following
investment types at December 31, 2007 and 2006:

2007 2006
(in thousands)

Commingled trust funds:

Domestic equity $ 62,053 $ 29,010
Domestic bond 55,977 57,740
Foreign equity 7,274 3,481
S&P 500 Index 880 4
Total commingled trust funds $ 126,184 $ 90,235
Artwork held for sale 26 69
Total Investments $ 126,210 $ 90,304

Prudential Trust Company, a subsidiary of Prudential Financial, is the
trustee of the commingled trust funds.

4. PROGRAM-RELATED INVESTMENT LOANS

PRI loans are stated at the amount advanced, less the provision for loan
losses of $96,733 and $1,340,634 at December 31, 2007 and 2006,
respectively. Loans have below-market rates ranging from 5.0% to 6.5%
and maturities through April 28, 2014.

5. COMMITMENTS

The Foundation’s Board of Trustees has approved a program of matching
gifts for eligible participants of Prudential Financial and its participating
subsidiaries to eligible organizations. The maximum amount of gifts
eligible to be matched by the Foundation is $5,000 per individual per
calendar year. The Foundation will match gifts to eligible organizations
at ratios of up to 1 to 1. However, the first $100 in direct gifts per
individual, per year, will be matched at a 2-to-1 ratio.

As of December 31, 2006, Prudential Foundation had $2,540,000 of
approved outstanding commitments. During 2007, $0 was funded.

As of December 31, 2007, Prudential Foundation has $6,189,613 of
approved outstanding commitments. The outstanding commitments
have expiration dates ranging from January 2008 to December 2014.

6. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets represent restricted donations in 2006
and 2007 from a Prudential Insurance affiliate for the establishment of
the Disaster Relief Program. See Note 12.
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7. OTHER RELATED-PARTY TRANSACTIONS

Prudential Trust Company, a subsidiary of Prudential Financial, is the
trustee of the funds in which the Foundation has invested. Quantitative
Management Associates (“QMA”), an affiliate of Prudential Insurance, is
the investment adviser to the Foundation. For their services in managing
the funds, QMA received investment management fees of $319,051 and
$286,214 from the Foundation for the years ended December 31, 2007
and 20006, respectively.

8. CONTRIBUTED SERVICES

Prudential Insurance has donated all support and personnel services
necessary to perform various operating processes of the Foundation. The
estimated fair values of these services are as follows:

2007 2006
(in thousands)
General and administrative $ 559 $ 553
Grant and program-related 1,765 1,561
Total Contributed Services $ 2,324 $ 2,114

9. CONTRIBUTIONS

An affiliate company of Prudential Insurance donated marketable equity
securities to the Foundation in 2007 and 2006 with a fair value of
$50,027,331 and $2,582,280, respectively. In 2006, Prudential
Insurance donated marketable equity securities with a fair value of
$3,962,307. All equity securities were sold in 2007 and 2006. Proceeds
were invested in the commingled trust funds. In 2006, Prudential
Foundation recorded a contribution of $538,000 as a result of the sale of
artwork donated in 2006. Prudential Insurance donated artwork during
2004 with a fair value of $4,382,000. The change in net assets in 2007
and 2006 amounts to $19,488 and $23,000, respectively, as a result of
sales of the 2004 artwork with proceeds that were higher than the
estimated market value at the contribution dates.

Contributions whose restrictions are met within the same fiscal year are
initially recorded and classified as unrestricted net assets.

10. FEDERAL TAX STATUS

The Foundation is a private foundation exempt from federal income tax
under the Internal Revenue Code Section 501(c)(3). It is, however,
subject to a federal excise tax equal to 2% or 1% of net investment
income, including net realized gains and losses. To qualify for the lower
rate, the Internal Revenue Code requires that the Foundation’s
distributions exceed a minimum threshold. In 2007 and 2006, the
Foundation did not meet the minimum distribution requirements.

Accordingly, the Foundation is subject to, and has provided for, federal
excise tax at a rate of 2% for 2007 and 2006. The deferred tax liability
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represents a 2% federal excise tax on unrealized gains on investments at
December 31, 2007 and 2006.

11. FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used to estimate the fair
value of each class of financial instruments where it was practicable to
estimate the value:

Cash and Cash Equivalents
The carrying amount of cash and cash equivalents in the statements of
financial position is at fair value.

Program-Related Investment Loans
PRI loans are carried at the amounts advanced, less provisions for loan
losses that approximate fair value.

Investments

The fair value of the commingled trust funds represents the Foundation’s
share of the net assets of the commingled trust funds in which the
Foundation invests.

Grants Payable
An estimate of fair value is based upon the discounted present value of
future payments of grants payable.

12. DISASTER RELIEF FUND

The Foundation’s Board of Trustees approved the creation of a Disaster
Relief Fund in 2006. Prudential Financial or its subsidiaries will contribute
$1 million annually up to approximately $5 million, plus investment
earnings. Donations from the fund will be used to make direct contributions
to disaster relief organizations for disaster relief efforts. As the funds are called
upon, Prudential Financial or its subsidiaries will replenish the fund.

In December 2006, an affiliate company of Prudential Insurance
donated marketable securities with a fair value of $1,021,545 to the
Foundation to establish this fund. In March 2007, an affiliate company
of Prudential Insurance donated marketable securities with a fair value of
$1,054,259 to the Foundation as a result of Prudential Insurance’s
commitment to donate annually to the fund. The shares received in
2007 and 2006 were subsequently sold and the proceeds received are
restricted to fund the Disaster Relief Fund. The investment earnings on
these investments are also restricted.

13. CONCENTRATION OF CREDIT RISK

The Foundation maintains its cash in a number of bank accounts. The
cash in these accounts from time to time exceeds the maximum amount
protected by the Federal Deposit Insurance Corporation and subjects the
Foundation to concentration of credit risk. However, the Foundation
monitors this risk on a regular basis.

The Prudential Foundation

Each year, The Prudential Foundation invests over

$25 million in grants in efforts that support the
revitalization of communities. The Foundation also
supports Prudential employees’ community engagement
efforts through Matching Gifts and special programs that
recognize their volunteer efforts.

Strategy

In order to promote sustainable communities, and improve
social outcomes for community residents, The Prudential
Foundation focuses its strategy in the following areas:

Education

¢ Education leadership to support reform in public
education. Within this framework, the Foundation
works to improve student achievement by increasing the
leadership capacity of educators, parents and community
residents to implement public school reform. It also
funds organizations whose efforts influence policy that
adapts best practices and research-based approaches to
support instruction and learning in schools.

Youth development to build skills and competencies

needed for young people to be productive citizens. It
includes expanding arts education opportunities, and
supporting effective out-of-school-time programs for
young people.

Economic Development

* Workforce development programs that train and place
individuals in demand occupations.

* Business development opportunities to create and grow
businesses.

* Community development with a focus on strengthening
community development corporations.

Civic Infrastructure

e Arts as an economic engine and as a quality-of-life issue to
ensure that residents have access to quality arts programs.

* Capacity-building activities for nonprofit organizations
to ensure their sustainability and growth.

* Open spaces by preserving and creating public parks and
playgrounds.

Community Focus

In 2008, The Prudential Foundation will focus its efforts

in the following locations:

* Newark, NJ; and Hartford, CT: The Foundation will
make significant investments through a combination of
local and national partners, to improve education, and
promote economic development.

* The Newark Community Building Fund is a special
initiative to support grassroots organizations, and other
social and civic organizations that are working to
improve their neighborhoods and improve the quality
of life of Newark residents.

* Philadelphia, PA; New York, NY; Chicago, IL; and Los
Angeles and San Francisco, CA. In these locations, the
Foundation will look for opportunities to improve

education and engage in economic development efforts.

* Other cities: Dallas and Houston, TX; Dubuque, 10;
Jacksonville, FL; Minneapolis, MIN; Phoenix, AZ; and
Scranton, PA. The Foundation will focus its efforts in
education and/or economic development programs
that provide opportunities for Prudential associates
to be engaged.

¢ International: The Foundation is addressing local needs
in other countries, including Mexico, Brazil, Japan,
Korea, Taiwan, India and China.
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Application Process

The Prudential Foundation has a two-step application

process. To apply for funding applicants meeting the

strategy described above need to submit a Letter of Intent
with the following information:

e A brief description of the organization, its mission, and
most recent accomplishments.

e A description of the program or effort to be funded,
including geographic area to be served, target population,
and services to be provided.

e A description of the evaluation process and the
expected outcomes.
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* A brief estimate of the budget, and other sources of
funding secured or previous funding sources with the
amounts.

* Contact information of the appropriate individual.

A Foundation Program Officer will review the Letter of
Intent and will contact the organization.

Review Process

The Foundation receives and reviews proposals throughout
the year. Grants that exceed $200,000 must be approved
by the Board of Trustees, which meets three times a year in
February, June and October. Staff will make every attempt
to respond to applicants within 60 days. Because of the
large number of proposals received, Foundation staff
appreciates that applicants do not inquire about the status
of their request until after that time.

Non-Discrimination

The Prudential Foundation supports nonprofit, charitable
organizations and programs whose mission and operations
are broad and non-discriminatory. The Foundation
focuses its resources to support organizations whose
activities address social needs or benefit underserved
groups and communities.

‘What The Prudential Foundation Does Not Fund

* Organizations that are not tax-exempt under paragraph
501(c)(3) of the U.S. Internal Revenue Code;

* Veterans, labor, religious or fraternal groups — except
when these groups provide needed services to the
community at large;

¢ Direct grants or scholarships to individuals;

e Support for single-disease health groups;

* Goodwill advertising; or

e Fundraising events, such as walkathons.

Local Initiatives strengthens Prudential by building
strategic relationships through staff initiatives and
volunteer empowerment. It leads community involvement
and employee volunteerism under the banner “Prudential

CARES” in addition to managing charitable contributions.

Strategy

Local Initiatives is an intricate component of Community
Resources’ strategies to produce positive outcomes for the
company and for society. It aligns volunteer initiatives to
complement the Foundation and Social Investments’
strategies in education, economic development, and civic
infrastructure in order to maximize impact. By engaging
and supporting its employees, Local Initiatives strengthens
Prudential by building employee morale and satisfaction.
Local Initiatives staff also serves as consultants to other
business units to offer strategic guidance in developing and
managing community relationships.

Community Focus
Local Initiatives staff is located in most cities where
Prudential has a large presence. We also work remotely with
our business partners throughout the nation and around the
globe. Field staff works collaboratively with other units in
Community Resources, and business units to identify
opportunities and establish partnerships. In addition to the
corporate staff, Local Initiatives has associates present in:

e Jacksonville, FL

o Fort Washington, PA

* Minneapolis, MIN

* Houston, TX

* Phoenix, AZ

Signature Programs

Global Volunteer Day mobilizes companywide
volunteerism around the world every October. Employee
teams, their friends and family members participate in a
variety of community service activities, such as
refurbishing a playground, painting a school or feeding the
hungry. Qualifying teams receive $1,000 grants from The
Prudential Foundation for their chosen nonprofit partner.
Grants abroad are funded by Prudential.

country and in Letterkenny, Ireland, to benefit children in
the foster care system. Office groups, family and friends
work together to fill backpacks full of items that they need
and use. Some of the items include toiletries, sleepwear,
health and beauty aids, a toy or gift and disposable cameras
to help kids during a stressful transition in their lives.

Visionary Volunteer Leadership Project encourages
employees to enhance leadership skills by helping their
favorite nonprofit organization develop and execute a
special program. Employees may earn awards of $5,000 for
their nonprofit organization.

Board Placement Program links members of Prudential’s
management and executive teams with local nonprofit
organizations in order to strengthen those organizations
while giving employees personal and professional
development opportunities.

Personal Volunteer Day provides eligible employees a
paid day off to encourage their active participation by
helping a favorite nonprofit organization of their choice.

Prudential CARES Volunteer Grant Program provides
grants through The Prudential Foundation to reward
nonprofit groups being helped by active and retired
employee volunteers around the world.

Community Volunteer Councils located at Prudential sites
across the country and in Letterkenny, Ireland, are employee-
driven groups that promote, encourage and create volunteer
activities locally to accomplish Prudential’s social responsibility
as an involved corporate citizen in our communities.

Company Contributions support a broad range of
nonprofit organizations’ initiatives that strengthen
communities across the country and internationally.
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Prudential has a long tradition of making investments that
support and improve communities, having established a
formal program in 1976 and investing more than $1 billion
dollars since. Social Investments collaborates with partners
who share the dedication to create healthy, sustainable
communities. These investments support projects that
develop and preserve affordable housing, improve access to
quality education, and connect neighborhoods and residents
to mainstream economic opportunities.

Strategy

By providing capital, Social Investments creates opportunities
for disadvantaged communities. In this effort, at-risk
affordable housing is preserved and supplemented by creating
secondary markets for community development loans; poor
educational facilities are improved by extending funds to
quality charter school management organizations; high-
density unemployment areas are infused with capital by
investing in entrepreneurship and financing comprehensive
community development initiatives. The investments™ payoff
comes from improving the sustainability of communities.

Community Focus
There are common themes of distress in each community,
however community dynamics require local attention.
Social Investments has worked closely, by way of direct
and indirect relationships, with many players in the
communities, to identify needs and create strategies for
change. Currently, Social Investments concentrates in
the following urban locations:

* Newark and State of New Jersey

* Los Angeles and San Francisco, CA

* Hartford, CT

* Philadelphia, PA

» Minneapolis, MIN

* New York, NY

e Jacksonville, FL

o Chicago, IL

* Boston, MA

* New Orleans, LA

* Dallas and Houston, TX

* Phoenix, AZ
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Asset Management

Social Investments, an innovative asset management group
for Prudential and The Prudential Foundation, manages
portfolios that are made up of private placement debrt,
equity, and various tax credits, including low-income
housing and new markets tax credits.

In 2007, approximately $60 million of new deals was
approved and $50 million was disbursed. As of December
2007, Social Investments managed assets of $312 million.

Capital has been made available at different positions
on the risk and return spectrum and expected yields
range from 2% to 16%. As the capital returns, Social
Investments reinvests into disadvantaged markets
throughout the world. This reinvestment approach
exponentially increases the amount of capital that is
available to satisfy future needs.

Business Prospects

Social Investments continually seeks opportunities to
make investments in socially motivated projects. Social
Investments supports nonprofits, CDCs, CDFIs, social
enterprises, and community ventures whose mission and
operations are broad and non-discriminatory, and whose
activities address social needs or benefit underserved
groups and communities.

Social Investments is expanding its domestic involvement
into the international community. Social Investments will
engage in microfinance and social venture investing in:

* Mexico * Japan
* Korea e China
* Brazil o India
o Taiwan

D

Business Diversity Outreach (BDO) provides Prudential
with increased access to business opportunities with diverse
markets and provides members of these markets access to
employment opportunities and financial education and
products. It seeks to bring Prudential’s business and sales
professionals into direct contact with members of diverse
communities that fit the company’s customer profile.

Strategy

Business Diversity Outreach provides sponsorship support
to key partners in order to establish relationships that will
benefit Prudential, its diverse markets, and their
communities. These diverse communities follow the
changing demographics of the country and represent
important emerging markets for most corporate interests.
They include African Americans, Latinos, Asian
Americans, gays and lesbians, and women.

The Business Diversity Outreach unit represents an
integration of corporate and business-specific resources,
both financial and human, to accomplish several specific

goals:

* To facilitate opportunities for Prudential’s businesses in
targeted communities through sponsorships and related
activities;

* To increase Prudential’s presence in targeted
communities;

* To enhance opportunities for the recruitment,
development, and retention of a racially, ethnically and
gender-diverse pool of employees;

* To support selected development opportunities to
increase the cultural competency and awareness of
Prudential associates and executives.

Like the other units of CRD, many of its strategic partners
are exemplars of social, civic, and economic engagement in
diverse communities across the country and include

organizations such as the Association of Latino
Professionals in Finance and Accounting, the Lesbian Gay
Bisexual and Transgender Community Center of NYC, the
100 Black Men of America, the Asian American Real
Estate Association, and The Women’s Presidents’
Organization.

For additional information on Prudential’s Community
Resources Department, please visit the website:
www.prudential.com

(select “About Prudential”, “Community Involvement”)
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