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What are we here to discuss?

 How companies can identify, understand and communicate the value
of their businesses (underpinned by streamlined, timely and robust
financial, actuarial and risk based data and processes).

» Getting this right will give insight on
» Products, pricing, capital allocation
» Risk vreward balance

» Business performance & sustainability

The future of a life insurer?
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Where are we now?

Share prices

Market Value / Embedded Value

New business IRRs

Solvency I1

Dividend yields
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PwC

Sector un-investible?

Is (MC)EV credible?

Any credit for NB?

What capital is required?

Dividends sustainable?
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What are investors really interested in?

Investors are looking for financial information that is:
» Consistently prepared (across years and between companies)

 Aligned with how the business is steered, how performance is
assessed internally, and how risks are judged

» Capable of demonstrating how the company creates value, and for
holding management accountable

 Sufficiently granular, disaggregating the performance of segments
with different risks and drivers

e Model-able
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What are we doing now?

Strategic repositioning Tactical “Quick Fixes”
Why should you invest in us? Responding to “Analyst needs”

Resulting in : Resulting in :

¢ New market / product segmentation * Some encouraging developments, particularly

: : with respect to the UK insurers
» New financial targets p mnsu

. e More volume (not all of it useful)
¢ Divestment
. Chaneine cabital allocation ¢ Alack of clarity on the interaction with other

sing cap data (does this give the same message)

* Afocus on efficiency (cost reduction) * Not enough detail (spreadsheet built at group?

e The start of a new “track record” => no drill down or history)

e Alack of clarity on what is important (what do
you run the business on?)

e Even less ‘joined-up’ reporting
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What are we doing now?

Is IFRS | good enough?

Is Embedded Value dead?

A focus on Free Cash
Generation

A focus on leverage

Attempts to link the metrics
& underlying drivers

Capital quality

Responding to “crises”
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*Analysts understand it & it's audited & it's used as a valuation metric
*Operating profits being headlined - “Below the line” getting blurred

*MCEV, EEV - liquidity premiums adding confusion (esp in UK & US)
*Will we need it post Solvency 11?

*Seen as a proxy for dividend capacity (rightly or wrongly)
*Not consistent across companies and questions over “how embedded?”

«Volatility from concerns over operating and financial leverage
*What is left for shareholders?

*IFRS profit drivers now in fashion
«Still a lack of clarity on how the numbers relate to one another

*Fungibility and liquidity getting regulatory focus
*Solvency Il driving structuring activity

*Credit exposures
*Sovereign debt

Slide 12



Our analysis highlights the problems

« We score the leading

insurers on a rating of 0-3

in 8 key reporting areas

« 0 means doing nothing; 3
means producing good
quantitative disclosures

e No insurer scored an
average of >2.5

 ...with 3 scoring <1

« Main problem areas were
life IFRS margin analysis,
new business metrics and
capital disclosures
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Number of insurers by scoring ‘band’...

5

min

<0.75 0.75-0.99 1-1.24 1.25-1.49 1.5-1.74 1.75-1.99 2-2.24
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Building Public Trust survey reinforces the point
Survey of the narrative reporting practices in the FTSE 350

(2010/11)

Reporting framework category  What'’s clear in reporting What's not clear
Market context 84% talk about the future 25% explain what it means
Strategy 94% include strategic priorities 16% base reporting on strategy
Risks 95% explain nature/mitigation of risk 13% discuss dynamics of risk profile

0 . . .
Business operations 68% use the term business model 20% (r:rl%%rg explain their business
Performance 93% explicitly identify KPIs 35% align KPlIs to strategy

0 . .
Fundamentals 78% report non-GAAP measures 21% c(:jlﬁ\%lrysexplam underlying revenue
Sustainability 74% give sustainability-related KPIs 15% link sustainability to strategy

92% have narrative consistent with 7% report across framework by
Segments
segment notes segment
Market Reporting
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What does good look like
Integrated reporting

TOWARDS INTEGRATED REPORTING

ommunicafing Value in the 21st Century

Risk
Governance
Remuneration

Competitors
Macro-economics
Regulation

Financial
Operational Business model
Social contribution Dependencies
Environment

SSION PAPER

DRAFT: NOT FOR CRCULATION
27 AUGUST 2011
INTEGRATED REPORTING <IR>»
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' What does good look like?

Providing strategic context

AstraZeneca

What drives the What challenges
gl’OWﬂ'I of our do we faca?
business? Sza Our marketplece section
Sea Our merketplacs eaction Tk
from page 10
1 Pric |I'Ig prassure
Expandlng
patlent
populatlons

R&D productivity

2

Unmet medical need

Tougher regulatory
environment

3

Advances in
science and

Generic
technology

competition and
patent expiry
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What do we want

to achieve?
Sae Our sfratagic prionties to 3044 saction
on pags 15

Financial

Our KPIs
Ses Performance in 2010 s=cfion on page 18,

Sustain ennuel reesnues of $26-824 bilon

Sustain Gore pre-AED opersting margine
of 48%-54%

Pairreest A0%-50% of pre-AED post-tax
cazh flowe in RED and capitsl investments
Achieve target return on invested capital

Pipeline

= Fzvenus

= Cara pra-RED cpamting profit/merain
= Cora EPS

= Rgirestment rets

= Cashflow

Awerega of two or more commercislly
wvelusbla first approvals in major mankats
Fer year

40 of our pipsline sourced from cutside
our [sboratoriae

Deliver the business

= Product spproveks

= Reguigtory submissions

= Pheza lll ivestment decizionz.
= Lizensing daele’acquisiions.

Grow rmarkst shara of key brands that
retain swclusivity

= Markst share of key brands
= Revenus from new product lsunches

Successfully commersialize racart = Emarging Market sales growth
launches end the rext weve

Sustain double digit sales growth in

Ermergirg Marksats

Business shape

Maimiain groes mangin in excess of B0% = (3roge margn

Improve Seles end Merkating =5G8A cogte

affectiveness and efficiancy > PRAD cost sficiency

Prozurament savings ecross all functions.
ocus on working capisl managsmant
People and values

= Procurement savings

Achieve gdobal high performing norm
rating for amployes engagemsnt
Achiewe 3 step change in our leadership
end managament capabiity
Enaure a culturs of ethics and intagrity is
embadded in all busineas practices

= Ermployes enpagement

= Legdarship communications
= DS ranking

= Galas and merketing braaches

What might stop us fron

achieving our objectives
Sa= Rizk saction from page 84.

Wi face a diverse range of

rigks and uncertainties that may
adversely affect any one or
mcore parts of our business, Our
approach to risk management
Is designed to encourage clear
decision making as to which
rigks we take as a business
and how we manage those risk:
In each case informed by an
understanding of the commercl
financial, compliance, legal

and reputational iImplications.

of these risks.
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' What does good look like?

Creating a clear narrative flow

Man Group

Market Reporting
PwC

1. How do we generate long-term value?
A description of our business model.

2. What are the Board’s key responsibilities and priorities?

Chairman Jon Aisbitt discusses the Board's activities
and agenda.

3. What is our strategy for growth?

Chief Executive Peter Clarke reviews this year's progress and

outlines the key drivers of growth and return.

4. How is our business performing?
Finance Director Kevin Hayes discusses this year’s financial

performance.

5. How is our marketplace evolving?
Chief Operating Officer Emmanuel Roman describes industry,
competitive and regulatory trends.

6. What differentiates our investment managers?
Profiles of AHL, GLG and Man Multi-Manager.

7. What makes our business model sustainable?

People — including remuneration policy highlights
Distribution and product structuring

Innovation

Risk management

Community engagement

Slide 17



' What does good look like?

Summary IFRS life profit drivers

AVIVA
| Key: .
UK 672 850 Driver
Aviva E 761 893
viva Earope Fyoo | Fy1o |variance
Delta Lloyd 277 330 ==
: re-tax
North America 85 174 operating profil
Asia Pacific 92 7
o
Operating profit 1.887 2318 1,887 | 2,318 | 23%
|
| |
DAC/AVIF Expenses and
SUEIE amortisation and other commissions
4,461 1 5,128 | 15% (221) | (366) | (66)% (2,353)](2,444) ] (4)%
A A
| | | )
. . Acquisition expenses Admin expenses and
New business income Investment return S e ef e ] GO e
813 | 1,021 ) 26% || 2,865 | 3,226 | 13% (945) | (1,084)] (15)% | |(1,408)] (1,360)] 3%
Underwriting margin
783 881 13%
Capital A Total %, Balance %, ROE& ™,
efﬁmenc',i_,' © profits ~ sheet .~ NAV .7

Market Reporting
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What does good look like?

3. Group free surplus
generation 20107 (Em)

MCEV to Capital &
summary

Covered business

Non-covered business

| £519m

(128) 168
276
433
217
623 759
Total free surplus generation
£759m ' r
Tz T apartegme. meme nonopeming g il e ron supmn parars
required Experiencs var  businass varances capital gensration buszinesses plc flows
capltal aa;a:.lrmﬂon

. Total Group including US Life and Bermuda. 2009 free surplus generation was £434m. LTS free surplus

generation was £503m (2009: £581m)
. Transfers from VIF for core operations: £618m, Transfers from VIF from US Life and Bermuda: £5m

Market Reporting
PwC

&3 OLD MUTUAL

INSURAMNCE - INVESTMENT - SAVIMNGS - BANKING

16
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' What does good look like?

Delivering ‘Growth and Cash’
Cash remittances - up over 9 times since 2005

Azcet
e e > " > - > Mant »

/ Business unit net remittances, £m \

f
2009

\ 2005 2006 2007 2010 /F

417
277

Market Reporting
PwC

Slide 20



What does

Risk profile

Afren

good look like?

High
Erviranmental’
safety incidents
Feld
Urfulfilled PSC delivery
werk abligations
Security Host community Nigeria
inciderts action M:;gmr oAty risk
gowemance
-
£
E
-
]
g Less ofkey
5 amploysss il prices
2 Exploration Céte d'laire
i oountry risk
Taxation and other
legislation
changes
Tressury
menagement
Lowe
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Likelihacd of accurrence

High

"

0z

[E}

05

06

07

08

09

10

"

Key risk Det.
Fleid dellvery sk » Epa'a‘ln; I ErvrormEns Wik
yperaonal rise which can cuse delys,
oost VRTINS, 3nd LItTately iower than
epectad s,

Explorationrisk  » Exploration actiilies can be capial
IMErsve and may mvolve 3 high degrse
of rEk.

Cote o' voire: » Podtical Instaciity In this desoping

and Nigeria BCONOTY Could FESLIt N the lo of

country risk the busness
I e Mo aperticns
safety Inddents andior Sgriflcank loss of IFe s to
St OF SquipmEnt falLrs.

Maragemert of * Management of transkion from an AIM

arowth ¢ Isted 102 Main Market Isied company

governarv:e « EMENg the cesion and operation o
conirods s 3ppropniste far s scake.

andske.

Seaurlty Incldants

Host communitty
action

Unituifilled PSC
wark obligations

Ol prices

Lass of key
employees

Taxation and
atrer kegklation
changes

Treasury
management

» Oparating I rglors where Kidnapping,
pracy and c:n'm.nt; Lrrest 2
ommonplce.

= Diract action by host communities that
Tesults I dsnptians tooperstions.

+ Liss of procuiction Imerest or xphoraticn
Igenee o o Incompsets Afiment of
F5C oD Gatkors.

» Ol prices rave Tuchated sgnifary

conitire to fluctuate In the short ferm.

» Lioss of kriwledos and sk 1o the oroup
N particular in countries of oparation.

+ CpEr3g In OE4ElopNg CoLries has
Fditiana sk of Sorificank changes In
taxation legliztion on o ek profits of
ofer et changes.

+ The zvallabdity of financig to mantan
e Crgoing aperations of the tusress
ke

Assessment

How do we manage

the profect debery t
plan and taka actiors and U:’Et‘: rew CCUS& of &"1({'\
based on Ndings on a monthly baeks.

» The finance function monitor "'SG against budgets 1o denitly

wisll 2rv] detemIne the appraprate course of action In s
af drling programme are facly desgn.

1 0riing team and
re;ulz pasr e 1 CapiLre best p(a‘u 302 parton
nas.m astamoowre, "
+ EXparticn programme 1= 3pproved by the Board.

+ Crgoing manttorng and cioe 1o on e ground o manior
1he SISt 110 3 Afen 3ty and SEQrRy Lask.
+ COnIgEncy pars i pace.

+ Waadopt best practice I the INLEtry with an-sfe, couniTy
Ievel ard oa;omelml;duesam PrOCEUrES,
+ Recoorised poterial mpAcations of racent Gutt of Men everts
. cmtn;em,«pnnsnpla_e

» The baard keeps Iternal ool 3nd procmsses urder
CONEEAN, MEviw and takes Steps b0 IMplement appropriate
chianges I the organkation

» The reLitmenk of an axpenisnced Group FAnance DFschor
1 s takEn otfer BUSesees heaugh

nplaeio aIIL}‘t

a
andrerain key pecple

+ Folowing the recent Inddent In Nigerla cur procadures 1o deal
Wit Typs of Incdent ave been rewawed ard tha searky
arangements 3t both Ebok and Ckor 1acikies have been

upgracd

= ‘W would anfdpate that this type of ncident would contnue
10 bea Tk 3 3 2 COMERUIENGE CUF PCCE0Ies 2 bt
‘and e constant rdes.

C-active commurity engagement.
+ Effecthe commerity :lewloplnentam empioyment
programTEs

= The oparations, finance and legd funcione joinkly monior
‘ompliance with licence ol
+ hartenance of 0ood open workng reutlorm;s with ozl
govemments i ihe counines of aperal

* The palkyof hegroup s i rotect Esmiimum cash low

.m;m.pwmp.nm:lpn;mmcmaenamen'

20-20% of the procuction clrv by LEna Prarda Iretmerts
WHHCh kW 1 oL 10 rotect e domnace rBE.

» SuaEsdon planning |s coreklered on a group wide basls,
1aking Ino acoourt the development of the exsouthe and
s

managema.
* Ramureraticn pakks e dedored to Incertivs, molivate
and rtain ke amployess.

ourfr g ¥ cumert
proposedchanges and inorporate thess Mo our working
racices.

» MaITIENaNCe of 000 Cpen wWorking reiatonsnips win izl
‘authoriies In the countries of oparation.

* I 2011, the oroup e 3 band for $500 millon, spacts
‘operating cashfiow In 2011, has securad finandng for
EDOK Tiek] development and wil confinue 1o manfior iz Gsn
‘agaret the proauct

reqursments
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' What does good look like?

Current risk profile

Current risk profile
including US Life

W rFx

. Business

B Liability

Current risk profile
excluding US Life

I Credit Nedbank
Market

B Credit Other

Operational

52 OLD MUTUAL

INSURANCE - INVESTMENT - SAVINGS - BANKING

23

Market Reporting

PwC
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' What does good look like?

B. Group financial results 2010 — Highlights A“i anz @

Economic solvency at 166%

Economic solvency! Estimated impact?
(EUR bn)

7%-p

Ratioas of 311210 ||| o

Interest rate +100bps _ 182%
Interest rate -100bps _ 129%
Equity markets +30% _ 181%
Equity markets -30% [ 148%
Imeres‘[ rate -100bps/ _ 118%
Equity markets -30%

31.12.09 311210

B Risk bearing funds () Economic solvency ratio
W Risk capital

1) Internal risk capital i recalculated based on the new internal risk capital framework. Available capital is also adjusted to reflect our new methodology used to determine the
yield curves for valuation purposes in line with the current proposal of the European Insurance and Occupational Pensions Authority ("EIOPA") for LIH segment.
At 99.97% confidence level. At the local OE-level we are capitalizing at 99.93% confidence level. Before non-controlling interests

2) Estimated solvency ratio changes in case of stress scenarios (stress applied on both risk bearing funds and risk capital)

B7

D@ Allianz SE 2011

Market Reporting

PwC
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What does good look like?... in future
IFRS and Solvency I1

2010 2011 2012 2013 -2015

Insurance Review draft or > Effectlve date TBC

contracts re-exposure (1 Jan '15 or’167?) /
Financial Review draft or re- Final Effectlve date TBC"
instruments exposure of parts standard/: (1 Jan '157?)
: Final :
Fair Value Effective date of 1 January 2013
standard .
Revenue Re-exposure | Fina Effectlve date
Recognition P standard TBC (1 Jan '15?
= Level 1 Omnibus Il Directive >
>, : : Effective
= > date 1 Jan
Level 2 Implementing m r
g eve plementing measures 20147
(@]
@ Level 3 Technical guidance — TBC (different proposals)

M The effective date of all IFRS standards is subject to EU endorsement

Market Reporting
PwC
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The confusion continues?

Solvency II & IFRS

Solvency I1

Solvency Capital Requirement

portfolio value | probability
weighted

estimate of
future cash
flows

Technical

Replicating Discounted >
Provisions

« Risk margin = Sets the technical
provisions as the expected amount
required to take over and meet the
obligations

+ Replicating portfolio methods are
allowable with constraints

« Asaregulatory regime, there are
capital requirements. The Solvency
Capital Requirement (SCR) is
calibrated to ensure adequacy to
withstand a 1 in 200 event

IFRS Insurance
Contracts

Residual Margin \

Risk
Adjustment

e Discounted Contract
Replicating probability liabilities

portfolio value weighted

estimate of
fulfilment
cash flows ]

« Risk adjustment = Compensation .
the insurer requires for bearing
the uncertainty inherent in the
cash flows that arise as the .
insurer fulfils the contract

+ Replicating portfolio methods are
allowable with constraints

« Residual margin is set to avoid a
day one gain

IFRS Investment
Contracts

Fair Value
or

Amortised Cost

All financial liabilities are
classified as fair value through
profit and loss or amortised cost
Initial measurement is at fair
value (which will generally equate
to the transaction price so that no
initial gain arises). Subsequent
measurement is at fair value
(subject to a “deposit floor”) or at
amortised cost depending on
classification

Market Reporting
PwC
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| What should we be doing now?

CEO checklist

External perspectives
1. The stock market does not fully understand my business

2. Key components of what makes my business successful
are missing from our external reporting

3. Our external reporting is not fully consistent with how we
manage the business; we often produce information for
investors which is not used internally

4. Finding the right suite of metrics for our life business is
still very much a work in progress

5. We struggle to build an integrated framework for
investors that helps join up ‘cash’, capital, value and risk

Internal analysis

1. We do not have a clear and consistent set of metrics which
we use to run the business

2 There are significant differences between the metrics used
within local businesses, and also between the metrics used
by local BUs and group head office

3. I am not confident that the metrics we use to steer the
business are integrated and ‘joined up’

4. We are still developing our understanding of how
economic measures of value translate into hard cash

5. Business units produce a lot of information that is very
rarely looked at

Market Reporting
PwC

1-5

Risk reporting

1. We are still evaluating what Solvency II will mean for
our financial flexibility and capital strategy

2. We don’t really know what the consequences of
Solvency II will be for how we will manage the business

3. Although we know that Solvency II will not be perfect
it’s far from clear what would be better

4. We are still working on embedding consistent
economic steering, and how to join-up risk and other
financial reporting

5. We do not have an integrated suite of tools to help us
manage through periods of stress

The right environment

1. Our Finance, Actuarial and Risk teams tend to work
independently of each other

2. Too much time is spent producing the numbers
rather than on gaining business insights

3. The finance team always seems to be in fire fighting
mode

4. Our finance systems are more of a source of
complexity than competitive advantage

5. My people are always complaining about the extent of
manual intervention needed to produce new
information

Slide 26



The future of insurance reporting?

Distributable Capital
Cash Management

Cash, solvency and
capital management
Cash flows

Solvency II

Required Capltal

Radical overhaul of disclosures,
particularly for life insurers

Improve clarity of segment reporting;
work to narrow inconsistencies

Achieve consistency between IFRS / EV
reporting framework

Need to improve linkages from value
reporting measures to cash / capital

Retrospective and prospective analysis
of free surplus generation

Clear linkage from Solvency II view to
‘real world’; proper scenario analysis

Integrated reporting
and performance

analysis
v KPIs

NON LIFE LIFE OTHER TRENDS

IN FORCE

LIFE EEV/MCEV

NEW
BUSINESS

Product analysis,
sensitivities and risk

Market Reporting
PwC
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What should we be doing now?

Getting value out of Solvency II
» Is Solvency II just a constraint or could it provide the answer?
o P&L attribution — what return did I make on that risk?

e Is this just about analysis of change & reconciliation?
 What if someone else publishes that information?
Preparing for IFRS II

e How will I explain my results in an IFRS II world ?
 What happens if IFRS II doesn’t happen?

Market Reporting
PwC
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What should we be doing now?

Develop a vision of the future
e Do you have clarity on key stakeholder requirements?
» Are you getting the right information from business units? (timely & accurate?)

* Does that data reflect your business strategy and support your messages to the
market?

» What can you stop producing?

* What impact will new information have?
(Solvency II Pillar 3, IFRS 2)

» Are you going to be a market leader, middle of the pack or follower?
¢ What are your peers likely to do?

» What will the operational impact be?

Market Reporting
PwC Slide 29



|
Summary

« Investors are looking for clear and sensible metrics that can be used
to understand the business — they have no interest in the search for a
technically ‘perfect’ but unworkable or unfathomable solution

e The debate over the future of IFRS has served to demonstrate that there
is no ‘one way’ of judging insurance value creation

e Instead, insurers need to build an integrated reporting framework
that has clear linkages between risk, performance assessment and
capital analysis

e Those insurers that can build this around a well articulated strategy
that plays to differentiated competitive strengths will have a far
better chance of securing fund manager backing than those that do not

Market Reporting
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Questions?

Brian Purves

t: +44 (0) 20 7212 3902
e: brian.purves@uk.pwc.com

James Quin

T: +44 (0) 20 7212 6140
e: james.b.quin@uk.pwc.com

Further reading

= r
T B 31 NIl Tl
Corporate reporting
From compliance t@
competitive edge

http://www.pwe.com/gx/en/corporate-reporting/reporting-survey-
2011-from-compliance-to-competitive-edge.jhtml

Market Reporting
PwC

Integrated reporting

What does your reporting
say about you?

http://www.pwc.com/gx/en/corporate-reporting/integrated-

reporting/publications/integrated-reporting.jhtml
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This publication has been prepared for general guidance on matters of interest only, and does
not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained
in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its
members, employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.

© 2011 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to
PricewaterhouseCoopers LLP which is a member firm of PricewaterhouseCoopers
International Limited, each member firm of which is a separate legal entity.



