IASB/FASB MEETING
1-2 MARCH 2011
APPENDIX TO AGENDA PAPER 2H

APPENEIX A-1 Curreat GAAP Presentation

Buitding Modified - Totad
Biack Approach
Approach b

Premium income 3,392 2,139 8,532
Iavestment Income 1,657 187 1,815
Realized investment gains and losses {710} 123
Investment income attributable to unit-linked policyholders 903 -
Total investment income S 4,850 - 2Bl )
Total income 8,243 2419
Claims and benefits paid (4.828) (1,338) (6,162}
Movements in insurance fiabilities due lo change in interest rales 843 G 852
Changes in unit-iinked liabilities {903) - (803}
Qther movements in lsurance liabilities {1.486) (42} {1,528)
Acguisition costs {319} {444) (763)
Other costs {768) 1341) (1,110)
Tolal expenses T {7459 (2,155 0 (9.614)
Profit befors tax iTRg 265 T 1,048
Income {ax expense (200} {GB) {267)
Profit for year 684 ¢ 197 781

Refer to Appendix B for varlous transpositicns from Appendix A-7 to the alternative approaches.

NOTE: This represents a statement of comprehensive income under currant IFRS 4:practice varies and more or less line items may be
presented, This was used as the baseline for afternative presentation approaches,



Perfermance Siatement (inctudes risk margin in modified approach)

APPENDIX A-2 ED Propesed Presentation®

. Modified .. Building Fotal
© o Approach © Block
Approach
tined
{sea BA)
Premidm reverie 2138 A 2,139
Claims incurred {1,422} B {1,422}
Expenses incurred {341} C (341}
Amortisation incremental acquisition costs {331y D (331}
Enderwriting margln short duration contracts 45 45
Release of risk adjustment claims liabililes, gross 144
Release of risk adjustment claims llabilities, reinsurance {22)
Release of risk margin clalms liabilities 123 E 123
Releass of risk margin 169 AA 169
Release of residusl margin 83 BB 83
Underwriting margin tong duration contracts 252 252
1 MNew business losses {87) CC (57}
2 Norvincramental acquisition costs {113y ¥ {83) OD (196}
3 Experience resufts (22) G 50 EE 28
4 Qperaling assumption changes 3 H {38} FF (36)
5 Change in discount rates 2 1 251 GG 980
& Interest accretion {60} ¢ (1,238) HH {1,300)
7 Aceretion unit linked fiabfilies (S03) 1 {803)
Other expenses {183) {1.319) {1,502}
fwvestment hcome own account 280 K 948 3 1,228
nwestment income unit linked 963 KK 03
Total investment income 280 1,850 2130
Profit before tax 265 L 784 W 1,048
Income {ax expense 68 200 267
Profit for the year 197 524 781

' Refer to Apperudix B-1 for transposition from current GAAP presentation (A-1}

NOTE: This example presents an interpretation of the presentation proposed in the IASB ED with revenue recognized on a due basis,

{alpha) traces numbers to the transpositien shown in Appendix 8.




Performance Statement {includes risk margin in modified approach)

APPENDIX A-3 ED Proposed Presentation’ with face disclosure of revenue

Modified Building Total
Approach Biock :
Appreach
Premium revenue 2,139 6,392 2,139
Claims incurred (1422) {4.828) {1,422
Expenses incured (341} (7568) (341)
Amorisation incremental acquisifion costs (331) (331)
Reiease of risk adjustment 123 169 169
Release of residua! margin 45 83 83
Underwriting margin 168 252 420
MNew business losses 57 {57}
MNon-incrementat acquisition costs (313) (33) {196}
Experience results {22) 50 28
Operating assumplion changes 3 (36) (36)
Change in discount rates 9 a51 960
Interest accretion {60y (1,239} (1,300)
Accretion unit finked liabifties (903} (903)

(183) (1.319) (1,502)

Investment income general account 280 948 1,228
Investment income for account of policyhoiders 803 903
Total investment incotne 280 1,850 2,130
Profif before fax 265 724 1,048
Income tax expense 68 200 267
Profit for the year 187 584 781

NOTE: This exampie shows a summarized margin presentation for both approaches with volume information disclosed on the face of the
slatement buf not as part of the components of income




Premium due

Claims

Expenses

Amertization of incremental acq. costs
Changa in insurance iablily

Reiease of risk adjustiments

Release of residual margin
Underwriting resuit

Qnerous conlract joss
Non-incremental acguisitions costs
Experience adjustments

Change in astimate

Change in discount rates

Interest accration on Instrance Hability
Other expenses

L I

nvestment income
Met investment resuits

Profit for the year

Income Tax
Profit for the year

Refer to Appendix B-2 for transposition

APPENDIX A-4a Expanded Margin Approach
Building Block
Modified Approach Approach Total

239 AA 6392 ¢ 8,652
{1.422) BB (4,826} D (5,247}
(341) CC {768) N (£,110}
331 DD (236) & 1238}
(582) ¢ (5623

123 EE 17 J
83 K 375
168 252 751
- {5 M {57)
(113} HH {83} K (186)
{22} FF 50 F 28
3 GG 39 G (38)
g 4 951 H 950
JCU ] {1,238 P {1.300)
{183) 488 303
280 HH 948 A 1,228
280 45 325
268 784 1,378
88 200 267
197 584 781

ROTE: This example presents an expanded margin approach, Revenue is recognized on & due basis. Policyholder{unit-linked) accounts are not included.
The line "shange in insurance liability" offsets the velume information (premium due, <laims, expenses, amort, of acq, costs) in order to remove duplicate
accounting of these items which is recorded in the release of margins over ¥me.

{alpha) traces numbers to the transposiion shown in Appendix 8.



APPFENDIX A-4b Expanded Margin Approach (alternative grouping)

Premium due

Claims

Expenses

Amortization of incremental acg. cosls
Change ininsurance liability

Releaze of risk adjusiment

Release of residual margin
Experience adjustments

Qperating assunption changes
interest accretion on insurance Yability
Changs in discount rates

Onerous contract losses
Underwriting resuft

R LI )

2 Nondncremental acquisitions costs
Other expenses

Investment incoms
Net investment resuits

Brofit for the year before net investment remeasurements

Invastment falr value changes
Nef in Rer &

Income Tax
Profit for the year

Refer fo Appendlx B-2 for {ransposition

Buitding Block

WVodified Approach Approach Total
2138  AA 6,362 C 84632
{1422y BB (4826) D 8,247}
{341y CC {768) N (1,110}
(331} BD {238) E (587}
{562y 1 (562)
123  EE 1 d 293
83 K 83
(@2} FF 50 F 28
3 GG {38) G (36}
®soy {1,238) P {1,300}
8 W 951 H 930
B (57) M (57
98 {81) 17
{113) HH (83) K {196)
{113) (83) {196)
280  HH 948 A 1,228
280 943 1228
265 784 1,048
€8 200 267
197 584 781

NOTE: This example presents an alternative grouping of the expanded margin approach to include all items Impasting the measurement of the
msurance contract{the present vafue of the expected cash flows) shown In Appendix A-3. The numbers on the feft of certain line items illustrate the

changes when compared to A-2 and A4,

Another alternative grouping suggested proposes including fine #5 (changes in discount rate} separately with investment fair value changes to
isolate the components of the presentation responsibie for volatility concerns, For consistency, line "net investment remeasurements” was not

changed in examples where it is not applicable.
(afphal traces numbers to the transposition shown In Appendix 8.




APPENDIX A-dc - Expanded margin approach alternate grouping wf separate accounting for policyhalder accounts
Building Biock
Modified Approach Approach Total
Premium due 2438 AA 6302 C 8632
Pramium for accounts of policyhoiders 929 429
Claims (1422) BB (4,626) D {6,247}
Claims for accounts of poficyholders {1,831} {1.831)
Expenses . {341} CC 768y N {1,110}
Amorization of incremental acq, cosls 331y oD {236) E (567}
Change in insurance liablity {862) 1 {562}
Release of risk adjustment 123 EE 170 J 282
Release of residual margin 83 K 83
3 Experience adjusiments (22) FE 5 F 28
4 Operaling assumption changes 3 GG 9 G (36)
&  Interest accretion on insurance Bability sy N (1.238) P {1,300),
5 Change in discount rates g J4 851 H 960
1 Onerous cobtract losses - {67) ™ (57)
Underwriting result 98 {963 (886)
2 Nondrcremental acquisitions costs (118) HH {33} (196)}
Other expenses (113) {83} (198)
fvesiment incoms 280 HH 248 A 1,228
Tnvesiment income unit-linked accounts 803 B 0%
Net investment resulls 280 1,860 2,130
investment fair veiue changes
Net ir £ it f 1 - - -
ncome Tax 68 200 267
Profit for the year 197 584 - 782
Refer to Appendix B-2 for franspesition

NOTE: This exaraple includes “premiums” and caims” for policy holder accounts [i.e. unit linked, sepregatad accounts, separate accounts, ete].

Ancther afternative grouping suggested proposes including fine #5 {changes in discount rate) separately with investment fair value changes to isolate the
compoenents of the presentation responsible for volatiiity concerns, For consistency, line "net investmsnt remeasirements” was not changed in

examples where it is not appiicalfe,

(alpha} traces numbers 1o the transposition shown in Appendix B.



APPENDIX A5 Writlens (Expected cash flows of new business) approach

Modified Building Block Total
£xpected undlscounted cash flows of premiums 2,139 6,427 3,676
Expected undiscounted cash flows of claims and benefis (1278} (5,817} (7,194}
Expected undiscounted cash flows of expenses {342) {189} (531),
Acquisilion Costs {331) {236} (567}
Risk aciusiment {(44) {178} {222}
New business written residual margin 45 17 62
less uneamed residual macgin 23 16 39
Releass of residual margin on new contracts 23 1 23
Existing Contrasts
Relaasa of rdsk adjusimant 122 181 303
Release of uneamediresidual margin 22 72
Exparence adjustmants {22y 50 28
Change in eslimates 3 {39) (36)
Qnigrous conlracl losses {57} (57Y)
tnderwriting Results 149 208 357
Non-incrementa! acqulsitions cosls {113} (83) {196)
Other expenses {113} (82) {196y
Investment income 280 948 1.228
Interest secrelion on surance Hebility {60) {1,236) {1,300}
Net investment results 220 {292} (72}
Profit for the year before net investment remeasurements 255 {166} 89
Investment fair value changes
Changa in insurance fabllity dua fo fnanclal assumptions g 951 G460
Net investment R 9 61 960
Income Tax (68) {200} {267)
Profit for the year 197 585 782
NOTE: This plap informatlon an the exp 1 cash flows of new business wriller separately from perdformance of contracts in-force at the beginning of the period.

This example is internded o ilustrate ancther approgch to provide curren? period volume informalion using building block approach components.

This approach Is not consistent with the modified 2pproach as described in the ED however the modifiod appreach is being discussed in a future Board meeting.

The colum heading was preserved for parability ta other

margin on the shorter contracts {modified colum) is released as time passes, For this example we assumed;

-Conlracts wer written evenly across the period

+Ajl changes in estimates and other liability adjustments were applied as if they were a result of contracts previously written

. A building block approach is appleid to both types of contraets. We assumed the residual
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