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Item 1.01 Entry into a Material Definitive Agreement.
 On January 10, 2006, the Compensation Committee of the Board of Directors of Prudential Financial, Inc. (“PFI”) approved the following performance criteria to be used in
performance share awards to be granted later in 2006 under PFI’s Omnibus Incentive Plan:
 

 

•   The number of shares earned will vary from a minimum of 50% to a maximum of 150% of the target number of shares, based on return on equity (“ROE”) and
earnings per share (“EPS”) achievement over the performance period. Consistent with the outstanding performance share awards, both the ROE and EPS targets for
2006 awards will be based on after-tax adjusted operating income for the Financial Services Businesses, adjusted for significant one-time benefits or charges that do not
accurately reflect the operating performance of the Company’s businesses in the judgment of the Compensation Committee. Average equity as used in the ROE
calculation excludes unrealized gains and losses on investments.

 
 

•   Awards will be earned based on average ROE performance over the 2006-2008 performance period and EPS growth relative to PFI’s 2005 EPS over the 2006-2008
performance period.

 
  •   ROE achievement will be defined as the average ROE for 2006, 2007, and 2008. ROE achievement will be evaluated as follows:
 

ROE
Achievement

  

Payout as % of Target
Number of Shares

11.00% or less    50%
11.75%    75%
12.50%    100% (target)
13.00%    125%
13.50% or more    150%
      

 
  •   EPS achievement will be evaluated as follows:
 

EPS Growth (CAGR
2006-2008)

  

Payout as % of Target
Number of Shares

10% or less    50%
11%    75%
12%    100% (target)
13%    125%
14% or more    150%

 
  •   The earned payout as a percentage of the target number of shares will be the average of the ROE and EPS payout percentages.
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