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6.2 15.0 264 2.4 92
9.1 6.2 177 5.1 1,912
5.7 6.2 199 2.9 207
109. 2 26.0 4,736 2.3 81
57. 4 3.4 882 6.5 1,181
Al A 207. 8 13.7 6,469 3.2 138
1.6 15.5 161 1.0 17
5.1 21.0 541 0.9 22
0.7 6.7 92 0.7 8
52. 2 9. 4 379 13.8 2,257
57.1 26. 7 1, 255 4.6 48
32.5 4.8 943 3.4 1,525
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Al A 150. 2 13.3 3,487 4.3 91
358.0 13.5 9,956 3.6 113
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2009 32 46
2019 295
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1.8 2.9 65 2004 20
4.5 4. 8 40 65
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GDP 5.7 7.2 6.7 8.9 3.9 (1.9)
6.9 7.0 7.1 7.2 7.0 7.0 0.3%
GDP 24,058 25,429 26,761 28,750 30,714 30, 143
12.6 14.8 17.1 22.2 21.3 20. 3 9. 9%
27. 4 16. 8 16. 1 29. 4 (3.9) (4.9)
7.6 8.3 9.2 10. 7 9.7 9.6
27.3 27. 4 27.0 26.0 25. 4 24.9
1,835.9 2,096.82,451.23,077.62,978.72,886.6
2010 30 46 19
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3.1 3.5 3.9 4.9 5. 6. 2 15. 0%
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GDP 17.6 9.3 12.8 22.0 13.0 (2.7)
4.3 4. 3 4. 4 4. 4 4.6 4.7 1.8%
GDP 24,884 27,209 30,000 36,591 39,565 37,660
6.7 6.6 8.0 10.0 10.1 9.1 6. 2%
20. 2 (2.2) 22.3 25.1 0.8 (10.5)
6.0 6.0 5.4 6. 2 5.6 5.1
33.0 33.5 33. 4 33.2 32.5 32.2
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GDP 4,802 5,336 5,900 7,218 7,741 7,236
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21. 8 6.6 15. 9.5 3.8 (3.2)
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GDP 1,654 2,225 2,626 3,214 4,323 4,736 23.4%
GDP 16.7 34.5 18.0 22. 4 34. 9.6
1,297.21,315.81,323.61,328.31,337.41,345.38 0.7%
GDP 1,275 1,691 1,984 2,420 3,232 3,519
34. 4 39.6 45.0 58.7 95. 109. 2 26. 0%
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GDP 8.9 14.0 .4 23.1 16. 0 (3.6)
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2004 2005 2006 2007 2008 2009
GDP 616 707 753 910 988 943
GDP 21.0 14.8 6.5 20. 8 8.6 (4.6)
25.7 26.0 28.3 34.7 42.7 32.5
23. 3 1.2 8.7 22.8 23.0 (24.0)
4.2 3.7 3.8 3.8 4.3 3.4
1,286.5,287.5%5,377.9,674.2,026.1,524.38
2004 2005 2006 2007 2008 2009
GDP 258 281 364 433 514 541
GDP 6. 2 8.9 29.5 19.0 18.7 .3
2.0 2.1 3.3 4.7 4.7 5.1
29. 8 9.0 53.3 44.8 (0.5) 7.7
0.6 0.8 0.8 1.1 0.9 0.9
7.5 9.6 12.3 20.4 20.7 22.0
2004 2005 2006 2007 2008 2009
GDP 45 53 61 71 91 92
GDP 15.4 17.8 15.1 16.4 28.2 1.1
0.5 0.5 0.5 0.6 0.6 0.7
15. 8 4.5 1.6 13.8 7.8 6. 2
4 1.0 0.9 0.8 0.7 0.7
.2 6.0 6.0 6.5 7.3 7.6
2004 2005 2006 2007 2008 2009
GDP 306 346 355 385 391 3709
GDP 6.6 13.1 2.6 8.5 1.6 (3.1)
33.3 38.8 41.3 49.8 52.7 52.2
21.0 16.6 6.4 20. 8 5.9 (1.0)
11.1 11.2 11.6 12.9 13.5 13.8
1,494.6,702.%,800.3,165.2,288.2,257.3
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21.3 36.9 44.3 45.1 (3.9) 18.4
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1130 31
2007 2008 2009 2009 2010
( )
6, 789 7,073 6, 983 3,183 3,502
2,763 3,000 2,423 1,114 1,231
1,304 1,426 1,349 624 743
10, 856 11,499 10, 755 4,921 5,476
502 704 877 409 546
11,358 12,203 11,632 5,330 6,022
2007 23 2008 29
20009 27 20009 12 2010 15
20009 100 10
20009
10
31
11 30
2007 2008 20009 20009 2009 2010
( )
672 698 824 716 267 307
1,287 1,129 456 429 141 261
397 349 261 281 136 116
N/ A N/ A N/ A 163 74 73
2,356 2,176 1,541 1,589 618 757
100 171 300 289 155 130
2,456 2,347 1,841 1,878 773 887
2009 10 PT Al A PT
Al A 2007 2,484 2008
2,377 2009 1,852
2009 10 PT
Al A
2007 2008 2009
2007 2008 2009
2007 2008 2009 2009
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(D) (D) )
267 49 18 449 100 22 307 99 32
141 11 8 288 31 11 261 35 13
136 46 34 145 71 49 116 68 58
74 100 135 89 118 132 73 93 127
618 206 33 971 320 33 757 295 39
155 55 35 134 41 30 130 46 36
773 261 34 1,105 361 33 887 341 38
2009 10 PT
Al A
2009 10 PT
Al A
PT Al A
2009 34.5 2010
34.6
2010 2009 49
99 20009
18 2010 32
2010
20009 141 85. 1 261
20009 2010
2009 11 2010 35 20
8 2010 13
2010 2009
136 116
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2009 2009 2010
31 11 30 31
506 65.5 801 72.5 614 69. 3
201 77.0 279 77.2 246 72.2
39.7 N/ A 34.8 N/ A 40.0 N/ A
44 5.7 6 4 5.8 71 8.0
5 1.9 14 3.9 17 5.1
11.1 N/ A 22.0 N/ A 24. 3 N/ A
94 12.2 109 9.9 87 9.8
12 4.5 30 8. 4 36 10.5
12.5 N/ A 27. 7 N/ A 41.1 N/ A
129 16.6 131 11.9 115 12.9
43 16.6 38 10.5 42 12.2
33.7 N/ A 29.0 N/ A 36. 3 N/ A
773 100.0 1,105 100.0 887 100.0
261 100.0 361 100.0 341 100.0
33.8 N/ A 32.6 N/ A 38. 4 N/ A
2009 10 PT
Al A
2009 10 PT
Al A
PT Al A
2010
69. 3 2010 72. 2
70 2010
58.0
2010 23.0
2009 77.0
2010 72. 2
20009 39.7 2010 40.0
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20009 47 .6 36. 3 2010 20009
75. 3
20009 13.0 2010 55. 8
2010
2010 8.0 2010 5.1
120
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6,778 2,321 11,04020, 139 1,942 1,123 5,682 8,747
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(27) (17) (1)
(28) (21) (8)
4
5 (19) 4
63 47 53 63
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( )
2007 2008 2009 2010

1130 1130 1130 31
ALG ) 39 39
Al G 50
AIF ) 50
40 40 40 40
50 50 50 50
50 50 50 50
50 50 50 50
23.25
I ccP 20 20 20 20
10 10 10 10
20 20 20 20
35 35 35 35
40 40 40 40
17 17 17 17
AlLG 26 26 26 26
50 50 50 50
50 50 50 50
2008 AlIG
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( )
2007 2008 20009 2g29 2010
11 30 11 30 11 30 31
( )
142 65 146 111 49
(142) (93) (167) (124) (57)
(28) (21) (13) (8)
2007 2008 20009 2010
11 30 11 30 11 30 31
265 221 425 410
161 195 186 312
(239) (73) (30) (22)
(124) (296) (528) (637)
63 47 53 63

12
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2006

2007

2008

20009

2010

12

11

11

11

31

30

30

30

EDINETOOOO
000000000000 0O(E24847)

OoooooooooOoog
( )
339 194 133 666
3 27 28 58
(7) (7) (14)
19 19
24 (1) 23
385 214 153 752
4 45 18 67
(10) (8) (6) (24)
4 4
(19) (19) (12) (50)
364 232 153 749
2 15 20 37
(19) (16) (35)
(10) (10)
7 1 8
(1) (3) (1) (5)
23 15 9 47
385 240 166 791
1 14 5 20
(8) (12) (2) (22)
(1) (1)
1 1 2
377 243 170 790
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( )
2006 12 (118) (135) (104) (357)
(11) (18) (16) (45)

4 4 8

(7) 1 (6)
2007 11 30 (136) (149) (115) (400)
(13) (26) (22) (61)

5 4 5 14

(1) (1)

8 12 11 31
2008 11 30 (137) (159) (121) (417)
(11) (23) (23) (57)

14 15 29

1 1

3 1 4

(9) (9) (7) (25)
2009 11 30 (156) (174) (135) (465)
(6) (25) (9) (40)

8 9 2 19

(1) (1)
2010 31 (154) (191) (142) (487)
2007 11 30 249 65 38 352
2008 11 30 227 73 32 332
2009 11 30 229 6 6 31 326
2010 31 223 52 28 303

72 (2007 11 30 71 2008 11

68 2009 11 30 73 )
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12

2006

2007

2008

20009

2010

12
11 30
12
11 30
31
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136
111
(19)
13
241
47
(10)
(4)
(11)

263

(2)
10

13

294

(1)

298




2006 12

2007 11 30

2008 12

2009 11 30

2010 31

2007 11 30
2008 11 30
2009 11 30

2010 31

12

25
11 30

12

68

2008 11 30
2009
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( )

(41)
(4)
(6)

(51)

(2)

(46)
(2)
(1)
(1)

(50)

(2)

(51)

190
217
244

247

34 (2007 11 30
63 2009
31 ( ) 36

( )
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(2007 11 30 22 2008 11 30
25 2009 11 30 12 2009 31
( ) )
57 (2007 11 30 10 2008 11 30 47
2009 11 30 50 )
( )
2007 2008 20009 2010
11 30 11 30 11 30 31
42 47 56 49
100 95 104 80
23 21 12 5
165 163 172 134
18
( )
2007 2008 20009 2010
11 30 11 30 11 30 31
(1)
190 217 244 247
) ( 249 227 229 223
) ( 693 686 690 687
, 132 1,130 1,163 1,157
(1)
( ) , 445 1,407 1,593 1,587
( ) 827 748 870 865
, 272 2,155 2,463 2,452

(1)
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20
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( )
2007 2008 2009 2010
11 30 11 30 11 30 31
87 19 29 42
2,581 128 255 416
2,668 147 284 458
( )
2007 2008 2009 2010
11 30 11 30 11 30 31

9,188 9,082 10,123 10,379

856 965 853 848

10,044 10,047 10,976 11,227

2010

w o
o ©
w
[EnY

w o
o~
[EEN
w o
O
[ERN

8,135 10,044 10,047 10,976

1,249 695 308 256
336 (1,150) 827 3
505
86 11 (101) 17
31
(70)
238 (58) (66) (25)

10,044 10,047 10,976 11,227

12
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AAA

AA+

A+

BBB+

BB+

AA-

A -

BBB-

Aal Aa3

Al A3

Baal Baas3

Bal
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+2/

+3/

+4/

AAA

AA
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( )
FVTPL FVTPL AFS FVTPL
20011 30

AAA 1,374 472 1,846 51 1,897
A 5,826 5,826 5,826
BB 1,200 1,200 30 1,230
A 1,154 220 1,374 1 1,375

A 220 675 895 30 925

BB 514 514 86 600
A 1,399 1,399 16 1,415

(1) 36 33 244 313 313
2,784 33 10,55013,367 214 13,581

BBB 1 15 152 168 168

BBB 2 101 103 1 104

BB 4 22 606 632 39 671

A 115 192 307 1 308

BB 63 9 288 360 17 377

A 101 264 365 1 366

A 9 44 53 1 5 4

(1) 86 173 197 456 12 468
379 221 1,844 2,444 72 2,516
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AAA

AA

BBB

c(1) 2007 11 30
21 BB-

S (2)
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oOoooooooooood
( )
FVTPL FVTPL AFS FVTPL
898 438 1,336 31 1,367
45 245 290 35 325
437 2,728 3,165 63 3,228
533 1,351 1,884 16 1,900
7 2 76 85 3 8 8
102 102 16 118
1,920 2 4,940 6, 862 164 7,026
72 229 301 59 360
1,773 66 1,657 3,496 281 3,777
2,034 175 5,887 8,096 292 8, 388
1,091 108 3,865 5,064 200 5,264
319 227 625 1,171 151 1,322
53 29 82 37 119
5,289 629 12,29218,2101,020 19, 230
70
BB -

514/774



EDINETOOOO
000000000000 0O(E24847)

oOoooooooooood
( )
FVTPL FVTPL AFS FVTPL
20011 30
(3)
AAA 32 79 887 998 998
AA 115 120 33 268 268
A 122 41 277 440 440
BBB 133 87 220 3 223
22 14 35 71 15 86
17 9 10 36 36
441 263 1,329 2,033 18 2,051

10,8131, 14830, 95542,9161, 488 44,404

S (3) cpo
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( )
FVTPL FVTPL AFS FVTPL
20081 30

AAA 1,166 547 1,713 69 1,782
A 6,377 6,377 6,377

BB 862 862 12 874
A 1,192 290 1,482 3 1,485
A 244 723 967 70 1,037

BB 315 315 59 374

A 857 857 6 863

(1) 11 2 231 244 244
2,613 2 10,20212,817 219 13,036

BBB 15 11 141 167 3 170

BBB 1 115 116 2 118

BB 1 12 452 465 18 483

A 80 186 266 2 268

BB 39 7 206 252 5 257

A 67 67 2 69

A 10 49 59 2 61

) 49 95 310 454 8 462
194 126 1,526 1,846 42 1,888
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( )
FVTPL FVTPL AFS FVTPL
(2)
AAA 654 536 1,190 15 1,205
AA 17 378 395 65 460
A 610 2,459 3,069 100 3,169
BBB 5009 1,868 2,377 6 2,383
1 2 261 264 1 265
33 33
1,791 2 5,502 7,295 220 7,515
AAA 47 178 225 78 303
AA 1,630 55 1,586 3,271 298 3,569
A 2,113 150 5,718 7,981 292 8,273
BBB 1,227 132 4,038 5,397 211 5,608
199 250 548 997 45 1,042
19 65 1 85 47 132
5,235 652 12,06917,956 971 18,927
(1) 2008 11 30 83
16 BB- BB-

(2)
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( )
FVTPL FVTPL AFS FVTPL
20081 30
(3)
AAA 15 30 434 479 479
AA 35 37 72 72
A 22 2 54 78 78
BBB 141 77 218 1 219
24 1 70 95 14 109
237 70 635 942 15 957

10,070 852 29,93440,8561, 467 42,323

(3) cbo
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( )
FVTPL FVTPL AFS FVTPL
20091 30

AAA 1,496 759 2,255 70 2,325

A 7,374 7,374 7,374

BB 1,309 1,309 22 1,331

A 953 196 1,149 1 1,150

A 271 836 1,107 3 1,110

BB 494 494 115 609

A 1,539 1,539 4 1,543

(1) 1 4 312 317 317

2,721 4 12,81915, 544 215 15,759

BBB 9 15 135 159 2 161
BBB 2 164 166 2 168

BB 2 10 749 761 46 807

A 11 77 88 1 89

BB 48 10 210 268 268

A 16 1 205 222 2 224

A 46 46 2 48

) 53 92 291 436 10 446
139 130 1,877 2,146 65 2,211

519/774
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BBB

(1) 2009 11 30
14 BB-

(2)
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( )
FVTPL FVTPL AFS FVTPL

542 694 1,236 6 4 1,300

1 194 195 64 2509
611 2,797 3,408 116 3,524
873 1,583 2,456 4 2,460

346 346 346

8 8

2,027 5,614 7,641 256 7,897

237 296 533 34 567
1,397 79 1,757 3,233 253 3,486
2,960 188 8,14911,297 454 11,751
1,656 348 5,726 7,730 198 7,928
198 32 876 1,106 41 1,147

127 70 51 248 190 438
6,575 717 16,8554,147 1,170 25,317

BB -

520/774
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( )
FVTPL FVTPL AFS FVTPL
20021 30
(3)
AAA 7 22 29 29
AA
A 39 424 463 463
BBB 247 20 90 357 5 362
51 51 41 143 15 158
3 2 5 5
347 93 557 997 20 1,017

11,809 944 37,72250,475 1,726 52,201

S (3) cpo
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31

AAA

B B

BB

(1)

BBB

BBB

B B

BB

(1)
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000000000000 0O(E24847)

oOoooooooooood
( )
FVTPL FVTPL AFS FVTPL
1,474 831 2,305 77 2,382
8,714 8,714 8,714
1,551 1,551 26 1,577
1,002 197 1,199 6 1,205
279 884 1,163 8 1,171
571 571 121 692
1,873 1,873 6 1,879
2 283 285 285
2,755 2 14,90417,661 244 17,905
9 19 134 162 2 164
1 2 194 197 2 199
2 12 563 577 51 628
11 75 86 1 87
50 9 217 276 2 278
17 1 239 257 4 261
31 31 2 33
6 2 94 339 495 10 505
152 137 1,792 2,081 74 2,155
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BBB
(1) 2010 31
12 BB-

(2)
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( )
FVTPL FVTPL AFS FVTPL
531 708 1,239 56 1,295
186 186 65 251
637 2,876 3,513 123 3,636
937 1,862 2,799 9 2,808
195 195 195
16 16
2,105 5,827 7,932 269 8,201
88

BB -
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( )
FVTPL FVTPL AFS FVTPL
2010 31
AAA 372 540 912 41 953
AA 1,294 66 1,774 3,134 282 3,416
A 2,925 202 8,66711, 794 501 12,295
BBB 1,884 340 5,819 8,043 236 8,279
287 31 936 1,254 50 1,304
21 70 15 106 135 241
6,783 709 17,75125,243 1,245 26, 488
(3)
AAA 8 16 7 31 31
AA
A 15 427 442 442
BBB 262 6 89 357 6 363
88 84 52 224 15 239
6 4 10 10
379 106 579 1,064 21 1,085

12,174 954 40,8533,981 1,853 55,834

(3) cbo
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( )
FVTPL FVTPL AFS FVTPL
20011 30
1,6292,817 4,446 2,268 6,714
AlG 107 1,047 1,154 1,558 2,712
Al A 3 3 65 68
Al G 364 349 713 1,315 2,028
221 42 263 5,834 6,097
585 394 979 7,214 8,193
Al G 2,520 2,520 2,520

2,3214,258 2,520 9,099 11,04020, 139

FVTPL FVTPL AFS FVTPL

20081 30

705 1,000 1,705 1,211 2,916
Al G 1009 619 728 805 1,533
Al A 6 6 131 137
Al G 158 191 349 720 1,069

151 39 190 2,815 3,005

309 236 545 3,666 4,211
Al G 87 87 87

1,1231, 855 87 3,065 5,682 8,747
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( )
FVTPL FVTPL AFS FVTPL
20021 30
1,6852,008 3,693 2,738 6,431
AlG 167 494 661 1,333 1,994
Al A 4 4 144 148
Al G 116 128 244 1,088 1,332
241 193 434 5,777 6,211
357 325 682 7,009 7,691
Al G 62 62 62
2,2092,827 62 5,098 11,08016, 178
( )
FVTPL FVTPL AFS FVTPL
2010 31
1,9402,477 4,417 2,914 7,331
161 530 691 1,238 1,929
Al A 7 7 155 162
392 705 1,097 6,798 7,895
392 712 1,104 6,953 8,057
Al G 77 77 77
2,4933,719 77 6,289 11,10517, 394
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( )
2007 2008 20009 2010
11 30 30 30 31
377 421 394 442
25,344 20,010 30,663 32,298
25,721 20,431 31,057 32,740
18,683 21,892 21,144 23,094
44,404 42,323 52,201 55,834
238 47 399 416
12,675 3,093 6, 606 7,539
12,913 3,140 7,005 7,955
7,226 5,607 9,173 9,439
20, 139 8, 747 16,178 17,394

5271774
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( )

2007 2008 20009 2010
11 30 11 30 11 30 31

1,327 1,437 1,644 1,670

6009 587 527 476
112 105 48 49
A'? i1 1,580 29 87
182 242 446 554
(15) (7) (12) (24)

3,804 2,393 2,740 2,725

471 536 546 451
9 13 39 49
480 549 585 500
95 33 1 4
329 86 34 53
362 285 396 450
1,266 953 1,016 1,007
595 656 892 832
L 5,665 4,002 4,648 4,564
(1) 28 (2007 11 30 38 2008 11 30 48
11 30 33 ) 46 (2007 11 30 62 2008 11 30
2009 11 30 75 )
1,144 (2007 11 30 1,136 2008 11 30 986
30 942 )
107 (2007 11 30 128
2008 11 30 141 2009 11 30 104 )
2010
31 138 (2007 11 30 67 2008 11 30

54 2009 11 30 69 )
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200711

20081

30

30
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)
(1) (2) (1)
17
6,492 415 (37)
6,509 415 (37)
978 4 (10)
2 3
7,489 422 (47)
333 (4)
7,423 228 (131)
7,756 228 (135)
1,086 24
20 (3)
8,862 252 (138)

529/774



200921 30

2010 31

(1)

(2)
2008 11 30 87

(3)

2009 11 30 58

37

EDINETOOOO
000000000000 0O(E24847)

220

OO0Oo0OoOoooooOodn
( )
(1) (2) (1)
222 1
8,390 439 (69)
8,612 440 (69)
1,092 13
20 (2)
9,724 453 (71)
30 (1)
8,249 501 (39)
8,279 501 (40)
1,093 19
1 1
9,373 521 (40)
(2007 11 30 24 .
2009 11 30 240 )
(2007 11 30 43 2008 11 3¢

530/774
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23

IFRS DPF

20011 30

21
5,665 5,665 5,686
13,449 30, 955 44,40444, 404
17,619 2,520 20,13920, 139

22 422 422 422

19 87 87 87
25 2,583 2,583 2,583
31,490 33,475 8,335 73,30073, 321

27 5,926 5709 6,505 6,505

29 1,461 1,461 1,461

30 5,395 5,395 5,395

22 47 47 47
(1) 1,843 1,843 1,843

5,973 9,278 15,251 15,251

(1)

532/774
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(1)

30

(1)

21

22

19

25
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oOoooooooooood

( )

12,

389 29, 934

660 87

252

19

4,002 3,990

42,32342,323

8,747 8,747

252 252

19 19

4,164 4,164 4,164

21,301 30,021 8,

185 59,50759, 495

27

29

30

22

4,226 672 4,898 4,898
661 661 661
2,718 2,718 2,718
138 138 138
1,407 1,407 1,407
4,364 5,458 9,822 9,822

533/774



20091

(1)

30

(1)

21

22

19

25
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( )

4,648 4,648 4,688

14,479 37,722

16,

116 62

453

29

3,405

52,20152, 201
16,17816, 178

453 453
29 29

3,405 3,405

31,048 37,784 8,082 76,91476, 954

29

30

22

71

10,623 10, 623

534/774
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( )

2009 31
21
4,564 4,564 4,605
14,981 40, 853 55, 83455, 834
17,317 77 17,39417,394
22 521 521 521
19 42 42 42
25 3,222 3,222 3,222
32,819 40,930 7,828 81,57781, 618
27 6,809 1,203 8,012 8,012
29 682 682 682
30 670 670 670
22 40 40 40
1) 1,945 1,945 1,945
6,849 4,500 11,349 11,349
(1)

37

535/774
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2007 12

26
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( )
29,665 269 29,934
87 87
9, 835 235 10,070
1,467 1,467
682 170 852
895 97 131 1,123
5,158 506 18 5,682
1,541 165 149 1,855
238 14 252
7,681 42,655 986 51,322
15.0 83. 1 1.9 100. 0
4,226 4,226
132 6 138
132 4,232 4,364
3.0 97.0 100. 0
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30
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( )
21 37,533 168 37,722
62 62
11,605 204 11,8009
1,726 1,726
1 665 278 944
2,088 15 106 2,209
10, 384 696 11,080
2,607 91 129 2,827
453 453
15,163 52,784 885 68, 832
22.0 76. 7 1.3 100. 0
6,669 6,669
69 2 71
69 6,671 6, 740
1.0 99. 0 100. 0

541/774



2010 31
2009 11 30
2009 11 30 2010

EDINETOOOO

000000000000 0O(E24847)

ooooooooooooo
( )
40,639 214 40,853
77 77
11,9609 205 12,174
1,767 86 1,853
670 284 954
2,351 35 106 2,492
10,438 667 11,105
3,464 93 163 3,720
521 521
16,330 56,361 1,058 73,749
22.1 76.5 1.4 100.0
8,012 8,012
37 3 40
37 8,015 8,052
0.5 99. 5 100.0
2010 31
2008 11 30

31
2007 12
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1,364 131 (12)(5,926)
(61) (7) 14
1,700
(319) (21)
(174)
121 149
(257) 46 (8)
674 298 (6) (4,226)
674 298 (6) (4,226)
(134) (33) (2)
(2, 443)
73 (23)
245
(84) 5
(124) (12) 6
650 235 (2) (6,669)
650 235 (2) (6,669)
(13) 2 (1)
(1,343)
42 12
(5)
(26) 1
141 19
789 269 (3) (8,012)

543/774
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OJooooooooogodo
(2007 11 30 2008 11 30
2009 11 30 )
24
( )
2007 2008 2009 2010
11 30 11 30 11 30 31
693 686 690 687
44 44 51 47
725 766 854 923
( 38) 3 5 6
1,462 1,499 1,600 1,663
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12
( )
2007 2008 20009 2010
11 30 11 30 11 30 31
(50 ) 641 636 635 632
(10 50 )
(10 )
(50 ) 50 48 53 53
(10 50 ) 2 2 2 2
(10 )
693 686 690 687
( )
2007 2008 20009 2010
11 30 11 30 11 30 31
586 802 1,217 869
1,997 3,362 2,188 2,353
H 2,583 4,164 3,405 3,222
(1) 635 (2007 11 30 614 2008 11 30 1, 11
30 764 )

12
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2008 11
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—~
~

46,960 57,161 52,158 63,255
8,758 9,676 8,522 4,485

(4,161)(6,180)(4,639)(2,643)
(229) (320) (542) (199)

1,871 1,948 2,080 1,176

2,171 (4,165) 4,005 5
1,264 (3,762) 2,082 157
(57)
281
(657)
527 (2,200) 22 (455)

57,161 52,158 63,255 65,781

6,930 (2007 11 30 7,118
30 3,952 2009 11 30 7,031 )
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DPF

(1)

(1)

5471774
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2010

27

2008 11
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31
20

3.50 7.50
2.60 9.00
2.00 10.00
3.70 8.90
2.75 7.00
3.33 6.50
4.40 9.20
3.37 10.80
5.07 12.25
3.83 7.11
3.83 5.75
1.75 6.50

( )

2007 2008 20009 2010
11 30 11 30 11 30 31

3,482 6,505 4,898 7,780

20 (33) 102 (17)

1,228 (2,047) 2,164 (117)
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)
2007 121008 121009 121229 2010
30 30 30 31
( )
1999 3 2 1 ; ;
Al G 4 10 7 4 5
DCPPP 3 3 - ; -
- 4 - - -
sico 1 - ; ; ;
11 19 8 4 5
1999 AlIG DCPPP SICO
2010 a1 2010 31
( )
19909 ;
Al G 5
DCPPP 1
Al G 6
sico 2
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LTPU  AIG 8.175 A-6
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AlA
39
AlIG
2009 11 30 2007
2009 2009 24 2009 11 30
( )
(1)
20011 30
- 1,009, B0, 00D7, 4805, 412126, 035 - - 1,468,300
(1) - 417,33%0,00D8,3814,274 - - - 1,279,990
- 1,426,17080, 09D, 8619, 68626, 035 - - 2,748,290
(1) 2007 2007 2007 11 30
( )
20081 30
- 867,7®X5,00P8,5805,52610, 932 - - 1,687,830
- 548,1290,0081,5007, 48181, 242 - - 968,338
- 1,415, A¥B, 000, 08QA 3, 00692, 174 - - 2,656,168

596/774



EDINETOOOO
000000000000 0O(E24847)

0oOoOo0o0oooooog
( )
20091 30
- 1,647,1,%504, 0P®, 6805, 665489, 569 - - 3,765,094
- 998, 9890, 77%1,5007, 66497, 645 - - 2,036,542
- 2,646,021, 894,760, 1803, 336487, 214 - - 5,801, 636
( )
(1)
2009 31
( )
- 1,255,600 - 14,3402,83252, 424 - - 1,525,196
- 712,582 - 15, 7503, 83498, 859 - - 831,025
- 1,968,182 - 30,0906, 66851, 283 - - 2,356,221
(1) 20009 31
( )
(3)
2010 31
- 1,752,222066, 51%, 3402, 87&30, 603 - - 4,916,562
(1) - 907,546 - 15,524 - (378,820)-1,313,138%7,583
(2) - - - - - - - - -
- 2,659,27M2A6, 549, 8642, 876148, 217)- 1,313,63FF4, 145
1) 2010 22
Al G 2010
(3) 2010 31
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11 30

091,385913, 2671

566

187

- 101

321,065882, 3581

429, 95047, 40283

230,63820, 9289

6863,514(82,068)

7569,805706, 324

38519,

6019 323,818

8435,835,653, 093

16210,

1722, 088, 216

2,280,1010,0317, 850

- 5,384,072

- 11,828,223

- 12,420,132

- 14,359,106

2009

31
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2007 2008 20009 2229 2010
11 30 1 30 1 30 31
)
00,000 - 1 -
00,006 - 1 -
00,000 - 1 -
00,000 - - -
00,000 - 1 -
000,000 - - 1
, 500, 000 1 - -
, 000,000 1 1 -
, 500,000 1 - 1
, 000,000 - - -
, 500,000 1 - -
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AlA Exco
2009 11 30 2007 2008 2009 11
30 2010 31
2009 11 30 AlA Exco
( )
2007 2008 20009 2229 2010
11 30 11 30 11 30 31
( )
(1) 7,108, 733793, 71344, 900, 777,4146, 777856, 498

- - - - 2,280,000
277,866372,026315,858146,676279, 234
10,676 12,511 29,517 12,467 17,051
30,100 38,981 40,159 20,079 14,405
- - 2,586,969 - 6,082,141

626,551,993, 218418,41%228,637 (8, 885)

8,053, 91206, 210, 490291, 689,1054 , 61366, 520, 44 4
(1) 2010 2009 31
Al G 2010
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2007 2008 20009 Zggg 2010
11 30 11 30 11 30 31
)

(9) (64) (63) (47) (3)
607 171 21 9 19
(324) (75) (5) (2) (3)

- 35 48 35 -

- 190 - - -
(41) (13) - - (2)
233 244 1 (5) 11
(36) (30) (3) (2) -
(45) (46) (39) (16) (19)
(81) (76) (42) (18) (19)

9 7 1 1 -
57 68 34 23 15
29 33 23 13 8
95 108 58 37 23
247 276 17 14 15
47 78 - ; )
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83 9 1 1

1,589 29 87
95 33 1 2
1,767 71 89 3
76 7 3 10
812 20 50 50
12 29 51 16
900 56 104 76

(2007 11 30

2008 11 30 2009 11 30
2009 31 ( ) )
AIG
2008 190
AIRCO
AIG
2009
864 91
30
40
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( )
2007 2008 20009 2010
11 30 11 30 11 30 31
6 4 69 76 89
121 136 102 138
117 101 94 102
302 306 272 329

( )
2007 2008 20009 2010
11 30 11 30 11 30 31
- 107 90 134
143 51 36 12
- 131 138 104
143 289 264 250
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11 30 4,507 2008 11 30 3,147 2009 11 30
3,588 )
15 (2007 11 30 31 2008 11 30 32
2009 11 30 24 )
1970 1980
2009 11 30 2010 31
AIA AIA AIA
AIRCO 2009 28 AIA
2010 11 AIA
2010 31 1.8
1,282 (2007 11 30 1,272 2008 11 30 1,232
2009 11 30 1,260 )
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3,000,000
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( Al A
)
1,972,800
( ) 2007
( 100 100 100 100 5010
) 95,500
Al A
1,300,000100 100 100 100 2007
( ) 2010
241,706,000
, , 2008
( 100 100 100 5010
)
5T Al A ?77i7ééb032 2007
( PT AIG ' 100 100 100 100 2008
) ) 2010
450
PT. ( 10 2007
Al A (2) 60 60 2008
)
200,000,000 2007
, , 2008
1 7 .7 .7 .7
( o) 99 ®9 ®9 ®9 8 50009
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C C
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2009 10 AIG AlA LLC AIRCO
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APPENDIX | ACCOUNTANT'S REPORT

The foffowing & e st of a seport mocehed fom e Compary’s meporiing  sccounfant,
PricawaterhoussCoopers, Cartifed Public Aceountants, Hang Kong, for the purpesa of incorporafion
in his prospecius, Jt s prepaned and addressed to e direclers of e Company and o the Joint
Sponsors porsuant o the eguiements of Auditing Gueideline 3,340 "Prospectuses and the Reparting
Accodrdant”™ issued by the Hong Kong nstitule of Certiied Pubic Accountants.

PRICEVATERHOUSECOPERS @

B RH AR WS Pricemalarh ouseS ousns

AT Prinad's Frkfang
AT, Holg Moy

DRAFT
[Date] 2010

The Directors
Ald Sroup Limited

Citigreup Glotal Market Asia Limited
Ceulscha Bank AG, Hong Kong Branch
Goldman Sachs dae) LLG.

Morgan Stanley Asla Limited

Dear Sirg,

We report on the financial information (the “Financial Informnation”) of AlA Group Limited (the
“Caampany '} and is subsidiaries fogether, the "Group"} which comprises the consolidated statements
of financial position as at MevemBer 30, 2007, 2008 and 2008 and May 31, 2018, the statements of
financial position of the Gompany as at Movermbar 30, 2002 and May 31, 2000, and the consolidated
income  stelamants, e consolidated stataments of comprehensive income, the consclidated
statements of changes In equity ard the consolidated cash flow statements for each of the yvears
ended Movermnber 30, 2007, 2008 and 2039 and the six months ended May 31, 2013 the “Helevant
Perbxz", and a summary of slgnificant accounting policies and other seplanatory notes. This
finarcial information has besn prepared by the direstons of the Company and is sat oul in Sactions |
fo N balow for inclusion in Appendix | io the prospectus of the Company dated [dafe] the
“Prospectus™) in connaction with the initis? fistng of shares of the Commpany on the Main Board of The
Stock Exchange of Hang Kang Limited.

The Company was incomorated In Hong Kong on August 24, 2003 as a limited fiability company.
Pursuant to a8 group reorganisaton as descrbed in Mote 1 of Saction !l headed “Corporate
Informaticn and group receganisation” befow, which was compeeted or November 30, 2003, the
Company pecame the holding company of the subsidiaries now comprising the Group (the
"Recrganisation”).

As at tha date of this report, the Company has direct and indirect interesiz in tha principa!
subsitiaries, joint vantures and assogiated companies as set out in Motes 15 and 43 of Ssction I
befow. Al of these companies are not sted,

The direstors of the Company have prepared consolidated financial statemrents of the Company
for the Refevant Perods, In accordance with Intemational Financial Reporting Standards (“IFRSa"
izzued by the Intemational Accounting Standards Board and Hong Kong Financial Reporting
Slandards ("HRFRSS™ issued by Ihe Hoog Kong Instiicte of Cerdified Pubiic Accouniants [the
"HKICPA™) {he "Underlying Financial Statements™, We have audited the Undériping Financizl
Statements in accordence with Hong Kong Standards on Auditing (the "HRKSAT} issued by the
HKICPA pursuant to separate terms of engagement wath the Company.

[-1
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The financial information has been prépared based on the Undertying Financial Statements with
ne &djustment made theneon,

Directors’ responsibility for the financial information

The directors of the Company are responsible for the preparation and the true and fair
presentation of the financial Information in accordance with IFRSs and HKFRSs. This responsibility
includes designing, implementing and maint@ining intarnal controed relevant to the preparation and the
true and fair presentation of the financial information that are free from materal misstatement,
whether due to fraud or eror; selecting and applying approgriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Reporting accountant's responsibility

Qwr responsibility Is (o express an opinion on the financial information and to report our opinion
to yau, We carried oul our procedures in accordance with the Auditing Gutdaling 3.340 "Prospectuses
and the Reporting Accountant” 1ssued by the HKIGPA,

Opinion

in our opinlon, the financial information gives, for the puposes of the Prospactus, a tree and fakr
view of the siate of affairs of the Company as at November 30, 2009 and May 31, 2010 and of the
state of affairs of the Group as at Movember 30, 2007, 2008 and 2009 and May 31, 20710 and of the
Group's resulls and cash flows for each of the Relevant Periods then ended,

Review of stub period comparative financial information

We have reviewed the stub period comparative fenancial information sel out in Sections | to 1l
below included in Appendix | 1o the Prospectus which comprises the consolidated income
statements, the consclidated statemants of comprehensive incomea, the consolidated statemants of
changes in equity and the consolidated cash flow statements for the six months ended May 31, 2009
and a summary of significant accounting policles and other explanatory notes ithe “Stub Period
Comparative Financhal information ™),

Tha directors are responsible for the preparation and presentation of the Stub Pedod
Comparative Financial Information in accordance with the accounting policles set out in Note 2 af
Section |l below which are iIn conformity with IFRSs and HKFRSs.

Cur responsibllity Is to express a conclusion on the Stub Period Comparative Financlal
Infarmation basad on our review, We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, "Review of interem Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA, A review consisis of making inguiries,
primarily of persons responsibla for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope thal an audit conducted in
accordance with HKSA and consequently does not enable us to obtain assurance that we would
become aware of il significant matters that might be identified in an audit. Accordingly, we do not
EXpress an audit opinion.

Based on our review, nathing has come 10 our attention that causes us to believe that the Sub
Period Comparative Financial Information, for the purpose of the Prospectus, has not been prepared,
in &l material respects, in accordance with the accounting policles set out in Note 2 of Section |l
betow which ara in conformity with IFRSs and HKFASs.
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APPENDIX 1

ACCOUNTANT'S REPORT

I.  FINANCIAL INFORMATION

1. Consolidated Income Statement

Renvenue
Turnove
Pramiums and fee incoma ..., ...
Pramisms cedad to reénsurers. . ... .. ...

Mpremlumsnndtummm. el e b
Inwestmeant retum .. .. e
Oithipr Gperating revenue .. ....... ...,
Todod rewenue ... ...

Insurance and investmant contract
banaiits |

Insurance and vestment mntraﬂt
banaedits cadad |

Het insurance and investment controct
benefits |
Commission uﬂd ntber chuﬂitmn
Oparating ua:pehm Ve
Restrecturing and saparmtion Wst.u
Investment management expenies
Finance costs | -
Change in third pﬂﬂy mermta- Ir1
consolidated nvestment funds .. .. ...

Prdhﬂfhuiﬂhdmﬂmun(hﬂhﬂm
Smﬁhmfmmasm:m:

Income tax (expensal/credit ottributable
to policyholdens” retums . ... ...

MHMWHM:MM

Tax (expenselioredit ... .00 .
Less: tax attributable to policyholders'

DU i i b o R T L
Tax (expenss)/credit attributable to
shareholders’ profits . ...

et proft atinbutabe fo;
Shareholders of AlA Group
Limited
Mon-controlling interests .. ........

Eamings per share [(LISS)
Besicenddiluted . ...................
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Your onded Yoot anded  Year ended ondod wndod
A0 Movam 30 Movembar 51 May 31 May

2007 2009 2000 2010

umaLdted
LSS

8,573 10,674 10,433 4,878 5,338
{833) [282) {331) {143) {226}

& 740 10,282 10,102 4,738 5113
6,409 {8, EaE) 5,243 4414 2083
77 526 71 26 a7
15,226 3810 19,016 TS 7,203
11,086 1457 13,814 6,582 4,677
{B53) (245} {251) {115 {183}
10,383 1.208 13,583 BART 4,574
47 1.563 1,848 T3 &0
052 1,020 ga81 487 525

s 10 aa 25 18

174 103 a3 41 48
202 154 &0 32 4
80 (319 e 132 (12}
12,847 3,814 16,584 7885 5,757
2,578 “ 2432 1,284 1,446
= (25} 21 1 __ I8
2579 32 2411 1, 1,438
{7 al {137 PAE8) {F0}
2,509 2274 1222 1,368
1 e
{851) 445 (B54) (308 {3T8)
70 84} 137 48 Fi!
[581) 355 {517 1288) {206)
1,928 413 1,757 63 1,062
1,914 408 1,754 965 1,057
14 5 3 3 5
018 L] 015 0.08 0.08
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2. Consolidated Statement of Comprehensive Income

S moniha  Six moiihe
ear envded Year ended Yol anded andad afdad
30 Movember 30 Movember 30 Novarmnber 31 May 3 May
2007 2008 2006 2008 20

unaudited

USSm

et prafit oot s an s aee 1.928 413 1,757 863 1.062
Fair value gains/{iosses) on avaiabie

for sale linancial assats (mat of tax

of; for the year ended 30 November

2007: US$181m; for the year

anced 30 MNovember 2008:

LSS22)m; for the year ended

30 Movember 2009; LISE[139)m; six

menth period ended 31 May 2002

funaudited): LS$EEM; six month

period ended 31 May 2010:

LISBITI0NY o o v it v {1,233 (4,801) 2915 1,090 G139
Fair value {gains)icsses on available

for sae financial asssls transfermed

to Incorme on deposal and

impairment (net of tax of; for the

year ended 30 November 2007:

LS3nil; for the year ended

30 Novembar 2008 US$10m; for

the year anded 30 Movember 2009,

LIS§8m; six month period ended

31 May 2009 junaudited): LSS 1m;

six month period ended 31 May

20000 USERIN Lol (1) 22z 223 43 {53)

Foreign currency franslation
BOJUBTR - L e e e 344 {798} T4 424 18

Other comprehansive incomea . .. .. .. {B480) {5,375} a3.002 1,557 584
Total comprehensive incoma ... .. 1,038 {4,962) 5,658 2,520 1,646

Tetal comprehensive income
attribtitabla tar
Sharehoiders of AlA Group
ik s e s s e e 1,021 (4,822} 5611 2,487 1.640
Mon-controding iInterests ....... 17 (40 48 33 &
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3. Consolidated Statement of Financial Position

30 Movember 3 Bovermbes 30 Movembser 31 May
2007 2008 20049

10
Holes LesSm
Assets
Intengbloassels .. ... ... 000 i e 14 200 232 233 242
Investments in casociates .. ..o i iii e 15 &3 47 53 B3
Property, plant and equiprment ... ... ... ....... 16 352 332 326 303
Investment property .. ..o iiieae.. TR TE 180 aT 244 247
Feinsurancs asmets ... . ....oovornrineaiiins 13 2,858 147 284 458
Defesred acquisition and origination costs ... ... 20 10,044 10,047 10,976 11,227
Financiol investments: ...............000000 21,23
Leans and recetvables .., .ol e 5,885 d.002 i BB 4 564
Awalable for sale
Dobtsacurities ..................0. 30,865 28,904 ar e 40,853
Equlty Securitipd—ahdnesin AIG ., ... 2520 a7 a2 17
At fair value through profit or loas
Debt securities ........ 13.448 12388 14,478 14,881
Equity securities ..., ... 176 B.G60 18,118 17817
Derivative financil Inﬂmm:: Caa &2 423 252 455 521
0,630 55,324 73,480 76,313
Other assss . ., ..., ounriinnnns el 24 1,462 1499 1,800 1,663
Caah and cash equivalents .. ............... 25 2583 4,164 3,405 222
Assots of disposal groups held forsale . ... ... 11 — - 58 -
Tobel memele o L R SR 58,192 72,008 a0, 655 95,738
Liabilities
Insurance contract llabiEies | . 28 57181 52,158 B3 255 65,781
Investment contract habsﬁtm. ......... ; 27 8,505 4,808 7,780 802
Bomoving® .. ..onviiiann e i 29 1481 &3 248 682
Obligations under securities lending and
repurchase agreaments .. . ... ... a0 5395 2.718 284 -]
Dervative inancia instrumenta ... .. .......... 22 47 138 | 40
Provisions ..... .. 32 142 168 280 188
Deferred tax Imhncitln ............... 14 1427 547 1,087 1,373
Current tex Rakdlitles . . ..ooooaioi i ] 218 185 a0z
Cither labilities. | . HE 33 2,254 1.587 22 2.083
Lisbiiishes of d:apa:e.aJ grnuf.ﬂ hah: inr mla 11 - - 58 -
Totol Fobilities . . ... .. .. e e 74,701 53,001 75,700 78,131
Equity
lssued share capitel and ahm‘as.yﬂ to ba
iaued | P~ 12,000 12,000 12,044 12,044
Shampmrrmm”. A ek e o S e e 34 1814 1.914 1814 1.814
Othesr PESaMEE . ..o iiaiii e e iiinaaiaias {13,295} 12480 (12110 N2
Retained samings ... .. TP 843 G404 11,223 12,280
Fairvolue resene . ... .. ....00iiiaia. s 2,984 {1.565) 1.528 2082
Foreign cumency translation reserve ., ., ... a4 455) a0 228
Armpunts reflscted in other comprehanaive
e R g T 2,310 {2,020 1,837 2420
Tatal squity stivibutablse to:
Shareholders of AlA Group Limited . . 13,440 8,908 14,908 16,547
Man-controlling interests . ............... 35 &1 12 51 60
Tl B s o e e A 13,491 8018 14,959 16,607
Tolol Hobilities and equity . ... ... .. ... ..., BB, 182 72,009 20,655 95,738
I-&
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4. Consolidated Statement of Changes in Equity
leaynad ahare
ﬂ:&’ ;ﬁ o Fnrlirl
b issued
and share  Other  RAetaived Fair value umﬂ-ﬁm Hﬂw:nnlrullrrn Total
PrEmium  resanas anfiings esalve  raseve Interasts Equity
Motas LISSm
Balance at 1 Decombaer
2006 . R Lk 13,614 (133m8) T80 4,104 - 7 12,818
et |:ﬂ:l1'l - = - 1914 = = 14 1,828
Far vakm bems mavﬂhhh
for saks financial assels | - - - {1235 - 3 {1,233
Fair valus galns mava‘labln
for sala financial assels
Iranslamad 1o NGO &N
disposal and impairmeant . . . - - - {1y - - {1)
Fergign currency transialion
adjustments ...l - - - — 344 - 344
Capital contribudions ... .. - 164 - - - - 164
Dividands . ..... . 13 - - 259 - - {8 (261}
Aequistion of Mﬁrmr!rollng
L T - - (24 12 3 (41) {45)
Share based compensalon . . 3 - - - - K}
Balance at 30 Movembor
2007 . 136014 (13.215) G431 2,569 Hahl 51 13,491
it Dto‘l'!: : - - 408 - - 5 413
Far vakm bam -::nauauahla
for ks financial asseds .. .. - - - (4,755 - 145) {4,801)
Fair valus a8 on available
tor zabe linancial assels
transfamred to iIncome on
dexposal ard impairment | . . - - - & - - 222
Foreign curmency iranslaton
adustmants ...ooeae - - = = (Tes = (T94)
Capital contribulions . - ™ - = = = ™
Dividends ....... .. 13 - - (345) = = {1 [346)
Share I:-aﬂa-r:l mn'p-arrm::n vl - q - - - = 4
Balance at 30 November
2008 . 13,044  (124B0) 5494 [1,565) [455) 10 B818
Mad pealt ., ; - - 1754 - - 3 1,767
Fair vahsa mlﬂs ma'ralamn
for sabe fTmancial assels | - - - 2870 - 45 29185
Far vakm eses ﬂl‘l-auaﬂahli
tor sake financial azsels
transfared to incomea on
disposal and impairment ., . - - - 23 - - 223
Faretgn currency tramsiation
adjustmants IR - - - - 764 - TE4
Capital contribudions | a4 84 - - - - 408
Cwvidends | 13 - - (254 - - - (25)
Acquistion ﬁHubehtwl-:.r . - - - - - EE 24
Dhsposal of subsidiary ....... - - - - - [51) [a1)
Share based compensation | - & - - - - &
Balance at 30 Movember
2008 | 13968  (12,110) 11,223 1,528 508 5 14,
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4. Consolidated Statement of Changes in Equity (Continued)
leaynad ahare
ufﬂ“ﬂi 1o Foreign
b issued _ currency
and share  Other  RAetsived Fair value transiation Non-controlling  Total
PrEmium  resanas an TRSATVE  [aSarva Interasts Equity
Matas LISSm
Six monthe ended 31 May
2000 [unaudibed)
Balance at 1 Dece
2008 .. .. Vewariey 13,914 (f2.480) 9494 (1,565 (465 10 a8
Wk Do ... iuiiany iine = = 66 = = {3 963
Far valus gains on avaiabls
for sala financial assels - - - 1,054 - 36 1,050
Far vaku 1233508 on availablo
tor sala financial assels
transfarrad 1o INtome &n
disposal and imparmont | = e = 43 = = 43
Foralgn cumancy fransiation
adjustments . ... - - = - 424 - az24
Capital contributions . .. ... - 49 - - - - 48
Dividends . ......con0ivvee. 18 - - - - - - -
Acquisition of subsadiary .. - - - - - i 3
Share hased
compensation ... - 5 = - - - ]
Balance at 31 May 2009 .. 13,814 (12 428) 10480 [Ra] (1) 4B 11,495
E— ST EEE—— T - e
Ealance at 1 December
2008 BRI 13,858 (12.410) 11223 1,628 308 51 14,859
Mo prole ..., - - 1067 - - & 1,062
Far vakm gairns on available
for sake financial assels . . - - &7 - 2 618
Far vahss losses on available
for saha linancial a2sMs
tranzfamed to income on
disposal and impairmeant - B = (53 = F (52
Feraign curmency fransiation
adpustments . ... ........ - - - - 19 {n 18
Dividands . .....oocoeniiiee 13 - - - - - - =
Acquisition of subsidiany - - = = o 3 3
Shale based
compensation ... - (1) - - = — {1)
Balarca at 31 May 20M0 | 13,668 [12,141) 12280 2,002 128 &0 16,807
-7
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5. Consolidated Statement of Cash Flows

Cash Hows presented in this statement cover all the Group's activities and include flows from
bath investrment-linked contracts and participating funds, and shareholder activities.

Motes

Clﬁﬂmnﬁamnpmﬂhglnﬁrﬁﬂ
Frofffloss) baforetax . ... ...
Gain on reinsurance recaplure | |
Financial instrumants ... ... 21
Insurance and imvestment contract
abiltias | i
Obbgations unda' mﬂtrarg lur-dng md
repiurchase agreamenta ... ........,
ﬂwmﬂ-ﬂﬂlamiﬂﬂlim.
Ineluding imvestman income ...
Oiparating cash fems:
Interestracedved ..ol
Dividendsreceled .. .....o.00000e,
o T s R R R
LE o T
mmpmmwm
oparaling aclivities |

Cash fiows from investing activitios
Payments for mvestments n associates ., 15
Disposals of imvastimants in associates .. 15
Acquistions of subsidianes, net of cash

T T L R e 4
Cusposal of a subsidary, nat of cash

disposed | . .
Fayments for n'feslrmnt pmpc‘l'.' anﬂ

proparty, plam and equipment . . N
Precesds from sale of irvestmant

proporty and proparty, plant and

aquipment .
Payments for nlahgbbands R . |
Froceeds from zale of |n1,amll:ula-

aszels . .

mehmm

Cash fiowes from finanging activitios
Dividends paid uuﬁnmm-,-w ......... 73
Frocesds from bormowings . . - |
Repaymant of Borrowings . i
Purchasa of nnn—onm.rol’u'lg -|:hraa!| .....
Capital contribations .
Mat cash {usad hh‘prwldn-d h]r

financing acthvitios |
Mt increashf|decreasa)y in cagh hald _, .
Cash and cash equivaiants at beginning

of th financal pariod |
Effiect a!l'mmmu rate Dmngna an

Cash and cash nq.lhulnﬂlsit thea and
of the financialpariod ..., ......, ., 25

Yanr ended  Yeor anded  Yeur ended

anded

Six months  Six months
wniled
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30 November 30 Novembar 30 November 31 May 3 May
2007 2008 2009 005 200
imasuditad
USEm
2,578 (32) 2411 1,268 1438
- {447) - - -
{11,954 16,054 {11,044} {5,285) (.07
95672 (2.974) 10,132 4772 2522
1,608 (3,162) (2,505} (324} a2
|:2.19l.'.|] (3.?&'9'3 2,619} {1,128) (1.B07)
2462 2533 2,798 1,351 1485
185 201 147 Ta 114
{203) (159 (50 {4) (4
(dd i) (A18) {371) (173 "
1,634 2,287 {1,101} B {118
&) fa8) [24) {17 {14}
217 17 1 - -
{207) - (28 - 15
S - ﬁ{l — S
51) {114) (39 (34) (]
a 15 B 5 =
{22) (35 (25) {5} =
- - a2 19 -
72} [168) (98} (23 [58)
{261) (345) (25) - -
101 50 b 6 i
- (849 (49 (11} 59
{58) - - - -
164 il 404 49 —
162} [414) 348 44 {7
— e — I I
1,500 1,705 (851} 558 [van)
1,038 2583 4,154 4,164 1405
48 (124) a2 63 3]
2,583 4184 3,405 4,785 d.zr2
]
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Il. NOTES TGO THE FINANCIAL INFORMATION

1. Corporate information and group reorganisation

AlA Group Limited (the Company’}] was establigshed as a company with limited liabikity
incorporated in Hong Kong on 24 August 2009, The address of its registered office is 35/F, AlA
Central, 1 Connaught Foad, Central, Hong Kong.

AlA Group Limited and its subsidiaries {collectively “the AlA Group' or “the Group') s a life
insurance based financial services provider operating in 15 jurisdictions throughout the Asia Pacific
reglon. The Group's principal activity IS the writing of [ite insurance business, providing life, pensions
and accident and health insutance throughout Asia, and distributing related investment and other
financial services products to its customers,

The AlA Group was formed following several steps in the reorganisation of the Asia Pacific life
insurance operations of American International Group, ing. ('AIG"). These Included the reorganisation
steps required under the purchass agreement dated 25 June 2009 among AlG, American Intarnational
Refnsurance Company, Lid CAIRCOY, the Company's immediate parent company prior 1o the
completion of the recrganisation and a fellow subsidiary of AlG, and the Federal Reserve Bank of Naw
York {the ‘FRENY") [ihe FREBNY Agreement’) under which AIG agreed 1o contribute the equily of
Amesican International Assurance Company, Limited AW 1o a special purposa vehicle, AIA Aurora
LLG, the details of which are sat out in Note 44, Immediate and ultimate controlling party. The main
steps in the reorganksation are summarksed as follows:

& on 19 Fabruary 2008, ALA entered into a senes of agreaments with AIRCO In respect of the
transfer of Amernican international Asswance Company (Bermuda) Limitad [‘AlA-B"), AlA
Australia Limited (previcusly known as American Internalional Assurance Company
{Australia) Limited) and AlA Pension and Trustee Co. Lid {including, as of the fransaction
date, all of their subsidiaries, joint ventures and associates, and other Investmenis) o AlA
Thesa transactions complated on 28 February 2009;

* on 1 June 20089, American Lite insurance Gompany (ALICOY), a fellow subsidiary of AIG,
transferred its Talwan branch mgaihe: with the branch's life insurance and related business
1o AlA-B;

® on 13 August 2003, AlA-B entered Into an agreement with AlG in respect of the transfer of
AlG Global Investment Corporation (Asia) Limited to ANG. This transaction complated on
25 Movember 2009,

® on 24 August 2009, AlA entered Into an agreement with AIG and ALICO In respect of the
transfer of The Philippine American Life and General Insurance Company (Philam)
(inciuding, as of the date of acquisition, all of its subsidiaries, joint venlures and associates,
and ather investments) 1o AR Philam's shares wens transterred 1o ALA In exchange for a
promissory note issued by AlA, with a principal amount of US$588m ("the AlA promissary
note'l The AlA promissory note was transferred by AIG and ALICO to AlA's then immediate
parent company, AIRGO, which contributed the A promissory note to AlA in exchange for
shares In AL, following which the AlA promissony note was extingulshied. This transaction
completed on 3 November 2009,

*  on 24 August 2009, AlA Group Limited was formed by ALA Aurora LLG pursuant to the terms
of the FRENY Agreamaent;

& on 23 Seplember 2008, TH Central Holdings Limited, a wholly-owned subsidiary of AlA
entarad Into an agresment with AIRCO to acquire cartain ownership intarasts (n fellow

subsidianes of AIG. Thess entities perform sanvice funolions and held property in Thailand.
These transactions completed on 15 October 2009,

-9
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& on 27 November 2009, AlA Group Limited entered into an agreement with AIG and AIRCO,
which completed on 30 November 2009, in respect of the transfer of Al& including, as of the
transacticon date, all of Its subsidiaries, |oint ventures and associates, and other investmenis)
to AlA Group Limited. AIRCO transfered AlA 1o AlA Group Limited in axchange for a
promissory note issued by AlA Group Limited, with a principal amount of LSE13,954m ('the
AIG Group promissory nota'l. AIRCO transferred the ALA Group promissory note to AlA
Aurora LLG, which contributed the note to Al Group Limited In exchange for shares
{comprising issued share capital of US$12,000m and share premium of USE 914m) and a
further US$50m promissory note from ALA Group Limited, upon recelpt of which the first AlA
Group promissory note was extinguished.,

The group recrganization and business combinations arsing from transfers of interests in entities
that are under the common control of AIG throughout all perods presented in the Financial
Infarmation, have bean accounted for as if they had occurred at the beginning of the earfiest period
presented, The components of equity of the acquired entities are added to the same components
within conaclidated equily, except that any share capital of the acqguired entites 18 recognised as part
of other resenes.

Accordingly, the Financial Information presents the results of operations of the Group as if it had
been in existence throughout the period from 1 December 2005 (o date. Al entities now comprising
the Group, including joint ventures and associabes, have adopted 30 Movember as their financial year
end date for AlA Group reporting purposes.

2. Significant accounting policies
21 Basis of preparation and statement of compliance

The Financial Information has been prepared In accordance with IFRS and HKFRS. HKFRS is
substantially consigtent with IFRS and the accounting policy selections that the Group has made in
preparing the Financial information are such that the Group is able to comply with both IFRS and
HKEFRS. Referentes to IFRS, 1AS and IFRIC in the Financial Information should be read as referring to
the equivalent HKFRS, HKAS and HKFRIC as the case may be, Accordingly, there are no differences
of accounting practice between IFRS and HKFRS affecting the Financial Information.

The Financial Information has been praparad using the historical cost convention, as modified by
the revaluation of available for sake financial assats, certain financial assets and liabikities designated
at fair value through profit or loss and derivative financlal Instruments, afl of which are carried at falr
value,

The Group has applied all IFRS standards and interpretations effective for accounting periods
starting on or after 1 December 2009 consistently from the date of transition to IFRS and HKFRS on
1 Decembar 2006, except that:

& Ravisad IFAS 3, Businass Combinations, which bacama affective for the Group in tha pariod
ended 31 May 2010, has been adopted from 1 December 2009 withou! restatemeant of
previously completed transactions

s  Amendment o 1AS 27, Consoidated and Separate Financlal Statements, which became
effective for the Group in the period ended 31 May 2010, has been adopted prospectively for
transactions with non-controlling interests from 1 December 2009, Other changes arising
from the amendment to 1AS 27, which for the Group are limited to presentation and
dischosune matters, have been reflected retraspectively In the Financial information

10
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The follcwing standard which is not effective for the period ended 31 May 2010 has not been
adopted in the Financia Information:

¢ |FRS 9, Fimancial Insirumeants.

The following new interpeetations have not been appled because they have no materal impact
for the Group:

*  |FRIC 15, Agreermenis for the Construction of Real Estate;

o FRIC 17, Distibutions of Mon-cash Assats to Owners: and

s |FRIC 19, Extinguishing Firancial Liabiites with Equity Instruments.

The tollowing amendmants to standards have no material impact for the Group:

& Amendments to IAS 24, Relaled Parly Disclosure; Revised definftion of Related Parties,
s Amendments to IFRS 2. Share Based Paymenis, Vesting Conditions and Cancellations;

® Amendments lo [FAS 5 Non-Curen! Assaels Held for Sale and Discontinued Operations:
Disciosures of non-current gssats (or disposal groups) classiffied as held for sale or
discontinued oparations,

* Amendments to IA2 32, Financlal instruments: Presentatlon and IAS 1, Presentation of
Financial Instruments, Pultable Financial Instrumants and Obligations Arsing on Liguidations;

o pmendments to [AS 39, Financial nsfrumenis: Recognition and Maasurameant, Eligibke

Hedged ltems (sea note 2.6.4);
®  Amendments to WS 7, Staterment of Cash Flows: Classiflcation of expendiure on
unrecogrised assels;

*  Amandments o IAS 17, Leases: Classification of leasas of land and bulidings,

& Amendments to AS 35, Impaimen! of Assels” Unit of accounting for goodwil impaimmernt
fest

®  Amendments to IFRS 3, Business Combinations, Transifion requirements for confingant
considaration from a business combination that cccumed before the affective date of the
revised [FARS, Maasurement of non-confroting infarasts, Un-replaced and volunfarly raplaced
share-based payment awards:

*  Amendment 1o lFRS 7, Financlal Instrumeanis: Disclosures, Clarfication of discloswres;

®  Amendment to IAS 1, Presentalion of Financlal Staternents, Clarification of sfalement of
changes in equity,

* Amendment to AS 27, Consolidated and Separale Financial Statemants, Transition
requirarneants for amendments arising as a result of 1AS 27, and

®  Amendment to IFRIC 13, Customer Loyally Programmes, Fair value of award credits.
Iterns eluded in the Financial Information of each of the Group's entiies ase measured in the
currency of the primary economic environmeant in which that entity oparates (the functional cursancy).

The Financlal Infarmation is presanted in milllons of US Dollars [USSm) unless otherwise stated, which
is the Gompany’s functional currency, and the presantation curmency of the Group.
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The sigaificant accounting policies adopted in the préeparation of the Financial information are set
out below. Thesa policies have been applied consistently in all periods presented,

2.2 Operating profit

The ong term nature of much of the Group’s operations means that, for management's decision
raking and Internal performance managamant purposes, the Group evaluates its results and ts
oparating segments using a financial performance measure refamed 1o as 'operating profit’. The
Group defines operating profit before and afier tax respectively as profit excluding the foBowing
nef-operating tems:

*  investment experience (which consists of realised gaing and losges, foreign exchange gains
and lossas, impairments and unreatised gains and Iosses on investments held at fair valua
threugh profit or loss);

L] investment mcoms ralated to investmeant-linked contracts [DQI‘IEiEIing of dividends, intanest
income and rent income);

* investment management expenses redated to investment-linked contracts;

® comesponding changes in insurance and investment contract liabilities in respect of
investmant-linked contracts and participating funds {ses nobe 2.3) and changes in third party
interests in consolidated investment funds resulting from the above Policyhalders’ sharne of
tax relating to changes In insurance and invesiment contract liabilities; and

* other significant ilems that management considers to be non-operating income and
EXpEnses.

Whitst these excluded non-operating items are significant components of the Group's profit, the
Group considers that the presantation of operating profit enhances the understanding and
comparability of its parformanca and that of its operating segments. The Group considars that trends
can be more clearly identified without the fuctuating effects of these non-operating items, many of
which are fargely depandent on market factors,

Operating profit is provided as additional Information to assist in the comparison of business
trends In different reporting periods on 8 consistent basis and enhance overall undesstanding of
financial performance.,

2.3 Critical accounting policles and the use of estimates
Critical accounting polcias

Tha preparation of Financial Information requires the Group 1o selact accounting polickes and
make estimates and assumptions that affect items reported in the consolidated income statement,
consolidated statermant of financial position, other primary statements and notes 1o the Financial
Information. The Group considers [ts critical accounting policies to be those where a diverse range of
accounting treatments is parmitted by IFRS and significant judgments and estimates are required.
Product classification

IFAS 4, Inzurance Confracts, requires contracts written by inslirers to be classified alther as
insurance confracts or invesiment contracts, depending on the level of insurance risk. Insurance

12
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contracts are those cantracts that fransfer significant insurance rlsk, while Investiment conltracts ara
those contracts without significant insurance sk, Same insurance and investrnent contracts, referned
to as participating business, have discrafionary partisipation features, or DFF, which may entitle the
cusiomer 1o receive, as & supplement fo guaranteed benefits, additional non-guarantesad benefits,
sich as policyhalder dividends or ponuses. The Group applies the same accounting poilsies for the
recognition and massurarmant of obligations afsing Tram invesimant contracts with OPF as it does lor
insurancea contracts.

Accordingly, the Group performa & product classlfication exercise coverng s portfolio of
coinfracts to determine the classification of contracts to these categories. Product ciassification
raguires the axenciss of significant judgmaent to detarming whathar thore is a scenatio {othar than
those Eacking commercial substance) in which an insuréd event would raguire the Group to pay
sigrificant additional benafliz to its customers. In the event the Group has io pay significant additions
benefits to ifs cusiamers, the contract is accounted for 85 an insurance confract. For investment
coniracts that do not contaln DPF, 1AS 35, Fnanclal instraments; Measurement and Fecognition, ardd,
it the conlract includes an investrmant managemen? elamant, 145 18, Rovsnue Recogmition, ars
applied. [FAS 4 permils the continued use of previcusly applied accounting policies for insurancs
contracts and investrment confracts with OPF, and this basis has been adopted by the Group in
acoaunting for such contrasis.

The judgments exercised in delermining the evel of insuranca risk deamad to be significant in
product classification affect the amounts recognised in the Financlal Information as insurance and
Imvestment contract liabilities and deferved aoquisition and arigination costs,

Insurance confract liabilites (ncluding liabilitias in respect of investmeant contracts with QPR

IFRS 4 permits a wide rangs of scoounting treatmenis to be adopted for the recognition and
measuremant of insurance contract liabilites, including labiilties in respect of insurance ard
frvestment contracts with OPF, The Group calcuiates insurance contract lablites for traditional life
imstrance using a net lovel premium valuation method, whareby the llatdity regrasents the present
walus of estimated fulure policy benefits 1o ba paid, less the prasent value of estimabed future net
premiums to be collected from policyholkiars, This mathod uses best estimale assumpiions adjusted
for & provision far the risk of adverse deviation for mortality, merbidity, expected investrrsnt yiedds,
policyhoider dividends (for other partizipating buslness), surrenders and expenses zet at the policy
inception date. These assumplions remain lccked |n thereafler, uniess a deliclency arsss on liabiity
adeguacy lesting. Injeresl rate assurmplions can vary by geographical market. year of issuance and
product, Mortality, sumendar and sxpsnse assumplions are based on actual eapsrsnce by sach
geographica! market, medified o aflow for variations in policy forns, The Group exercisss significant
judarnent in making appropriste sssumptions,

For contracts with an axpliclt aceount balance, sush s universal e and nvestmant-linked
contracts, insurance contract liabilties represent the accumuiation value, which represents premiurms
received and invesiment returns credited to the polisy less dedustions for mortality and morbidity
cogta and expense changes, Significant judoment s exemised In making approprisls esfimates of
gross prafits, which are afso mgularly reviewsd by the Group.

Participaling besiness, consistng of contrasts with DPF, is distinet from olber insurance and
irvestment contracts as the Group has discration as o aither ihe amount or fhe timing of the benefits
declared. In some gesgraphical markets, partcipating business Is writien In a partcipating fund which
iz distinst from the other assets of the operating unit or branch, The allocation of benefits from the
aseats held in 2uch parkipating funds & sublect to minimum policyholder participation mechanisms
which are sslablished by applicatk regulabions. The extent of such policyholder participation may
chenoge over Hime.

I-13
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The Group accounis for insurance contracl lacdities for participating  business willen in
participating funds by esiablishing s liability for the present value of guaranized benefits less
estimated future net premiums 1o be collected from policyhoiders, In addition, an insurance kabidity is
recorded for the proportion of the net assets of the parficipating fur that would be alfecated to
policyhoiders assuming ail relevant surplus al the date of he consolidated staternent of financlal
position wera 1o be declared as a palioyholder dividend basad upon applicable reguiations.
Eztablizhing thesa labiliies recuires the exerciss of signikcant judgment. In addition, he assumption
that all relevant performanse is deslared a5 & policyholder dividand may not be bome oul in practics,
The Group accounts for other participating business by establishing a Habslity for the present value of
guaranteed benefits and non-guaraniesd partcipation, less estmated future net premiums o be
callactad from policyhaldsrs.

The udgments exercizad in the valuatlon of insurance confract llabiifties ncluding contracts with
OPF) affect the amounts recognised in the Financial infarmation as Insurance confract benafits and
Insurance contract iabiitles,

Defarred policy acauisition and onigination costs

The costs of aoquinng new nsurance contraciz, including commissaon, underariting and ather
policy issue expenses which vary with and ara primarily relaled o the production of new business or
renswal of exisfing business, are defarred as an assef. Dalerred acquisition costs are assassed for
recoverability in the year of policy issue o ensure that these costs are recoverable out of the
estimated fulure manging to be earmed on the policy, Deferred acquisiton costs are assessed for
recoverability at least annually thergatter, Future investment income s aiso taken into asocount in
aszassing racovarability, To the extant that acquisition costs are rot considerad fo be recovearable al
inception ar thereafler, these cosls are expensed in the consolidated income statement.

Daferred acquisition costs for raditional e insurance and annuity policies are amortisad over the
expected e of the contracts a5 a constant percentage of expested premiums. Expected premiums
are astimated at the date of podley lesue and are agplled conslstantly throughout the dife of the
contract unless a deficiency acours when performing lisbiity adegquacy testing.

Deferred acguisition costs for universal lifie and investment-linked contracts are amaortised over
the expected life of the contracts based on a conslant percentage of the present value of estimated
groes profits expected 10 e reaimed over the life of the cantract or on a stralght-line basis. Estimated
gross profits include expected amounts for meoetailly, adminstration, ipvestment and surendens, less
benefit claims in expess of policyholder balances, administrative expenses and interest credited. The
interast rate usad o computs the present valus of estimates of expected gross profils is based on the
Group's estimate of the investment performance of the ssseis held to mateh these [EabiBities,
Estimates of groes profits are revisad regularly. Deviations of actual results from astimalad expariance
are reflected in sarnings. The expensing of acquisition costs is aseelerated following advarss
invastmenl perlormance. Likewize, in periods of favourabls imvestmant perionmance, previously
expensed aoquisition costs are revarsed, not exceeding the amount initally defemad,

The costs of acquinng investment coniracts with Investment managament services, Including
commissions and olher incremental axpanses directly related o the issoe of sach naw contract, ara
delarred and amarlised over the paricd that investmant managament sarvice provided. Such deterred
orgination costs are tested fof recoverzbility at aach reporting dale, The cosis of acquinng
investment contracts withaut investment managemeant services are included a5 part of the efisctive
interest rate used to caloulats the amortised cost of the related nvestment contract labilities,

The judoments axercised in the deferal and amorization of acquisilion and origination costs

affact ameounts recopnised in the Finarcial information as deferrad acauisition and origination cosls
and insurances and invesimant confract benafits,
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Liability adequacy testing

The Group evaluates the adequacy of lis insurance and Inwestment contract llabilitles at least
annually. Liability adequacy is assessed by portfolio of contracts in accordance with the Group's
manner of acguiring, senvicing and measuring the profitabiity of its insurance contracts. The Group
performs liability adequacy testing separately for each geographical market in which it operates,

For traditional lfe insurance Contracts, insurance contract Habilites, reduced by delermsd
acquisition costs and value of business acquired on acquired insurance contracts are comgparad with
the gross premium valuation calculated on a best estimate basis, as of the valuation date, If thera is a
deficlency, the unameortised balance of deferred acquisition costs and vale of business acquired on
acquired insurance contracis are written down to the extent of the deficiency. If, after writing down
determed acquisition costs for the specific portiolio of contracts to nil, a deficiency still exists, the net
liability is increased by the amount of the remaining deficiency.

For universal life and investment contracts, deferred acquisition costs, net of uneasned revenus
liabifities, are comparad to astimated gross profits. if a deficiency axists, deferad acquisition costs
are written down,

Significant judgment ks exercised In determining the level of aggregation at which liability
adequacy testing is parformed and in selecting best estimate assumptions. The judgments exercised
in lability adequacy testing affect amounts recognised in the Financial Information as commission and
other acquisition expenses, deferred acquisition costs and ingurance contract benefits and insurance
and Investment contract llabilties,

Financial assets at fair value thraugh profit or loss

The Group designates financial assels at fair value through profit or loss i this eliminates or
reduces an accounting mismatch between the recognition and measurement of i assets and
liabilities, or If the refated assets and llabiities are activaly managed on a fair value basis. This Is the
case for:

& financial ssets held to back Investment-linked contracts and held by participating funds;
+ financial assets managed on a fair valua basks; and

* compound Instruments containing an embedded derivative which would otherwise reguire
Défurcation,

Available for sale financial assets

The avafable for ssie category of financial assets is used where the relevant investments are not
managed on a fair valee basis. These assets principally consist of the Group's holding of shares of
AIG and the Group's portiolio of debt securities {ather than thoss backing participating fund Eabilities
and investment-linked contracts). Available for sale financial assets are initially recognised at fair value
plus attributable transaction cosis and are subsequently measured at fair value, Changes in the fair
value of avallable for sale securities, except for impairment losses and foreign exchange gains and
losses on monetary items. are recorded In a separate fair value ressrve within total equity, untli such
securities are disposed of,

The classification and designation of financial assets, elther as at fair valug through profit or loss,
of a8 avaslable for sale, determines whethar movemsnts in fair value are reffectad in the consolidated
income statémant or in the consolidated statement of comprahensive income respectively.
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Fair values of financial assets

The Group determines the fair values of financlal assets raded in active markets using quoted
bid prices as of each reporling data. The fair values of financial assets thal are not traded in active
markeis are iypically determined using a variety of other valuation technigues, such as prices
observed in recent fransactions and values obfained from curent bid prices of comparable
investments. Maore judgment is used in measuring the fair value of financial assets for which market
observable prices are not availabhe or are available only infraguently,

Changes in the fair value of financial assels held by the Group's paricipating funds affect not
anly the vakue of financial assets, but are also reflected In comesponding movements In insurancs and
inwestment contract liabilities. This i due to an insurance liability being recorded for the proportion of
the net assets of the participating funds that would be allocated to policyholdars if all relevant surplus
at the date of the consalidated statemant of financial position wana 1o be declaréd as a policyholder
dividend based on current local reguiations. Both of the foregoing changes are reflected in the
congolidated Income statermant.

Changes in the fair value of financial assats hald @ back the Group's Investment-linked contracts
result in a comesgonding change in insurance and investment contract liabilities. Both of the foregoing
changes are also reflected in the consclidabed Income statemant.

Impairment of financial asssls

Financial assets, other than those at fair value through profit or loss, are assessed for Impairment
regularly, This requires the exercise of significant judgment. A financial investment is impaired If its
carnfing value excesds the estimated récoverable amount and there Is objective evidence of
irngairment to the investment,

Usa of eslimates

All estimates are based on management's knowledge of current facts and circumstances,
assumptlions based on that knowledge and predictions of future events and actions. Actual resuits
can aways differ from those estimates, possibly significantly,

The table below sats out those iterms we consider particularly sansitive to changes in estimates
and assumptions, and the relevant accounting palicy.

Accounting
o Gl Al
Irsurance and investment contrast labilities . . ... .. .. o i i e e e 25
Deferred acquisition and originationcosts ........ S e s e 25
Llablly sxlecyusiey DOBHINIET . v v vq o earmnie e o m i e e e e e 251
mpairment of financial instruments classified as available forsale ... .. .o 00 o 263
Falr value of financial instruments not traded inactive rmarkets . ... ... .. ....ooiooae. 282

Further detalls of estimation uncertainty In respect of the valuation and Impairment of financial
instrurments are ghven in Notes 23 and 31 respectively. Further details of the estimation of amounts for
insurance and investiment contract Babilities and deferred acquisition and origination costs are given
in Motes 26, 27, 28 and 20 respactively.
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2.4 Basis of consclidation
Subsidianes

Subsidiaries are those entities (including special purpose entities) over which the Group, directly
or indirectly, has power to exercise control over financial and operating policies in order to gain
economic benefits. Subsidiaries are consclidated from the date on which control is transferred to the
Group and are axcluded from consolidation from the date at which the Group no longar has control.
Intercompany transactions are efiminated.

From 1 December 2005, the date of transiton to IFRS, the Group is required to use the purchase
method of accounting (o account for the acquisition of subsidiaries, unless the acquisition forms part
of the Group redrganisation of entities under common control (see Note 1), Under this methed, the
cost of an acquisition s measured as the fair value of consideration payable, shares issued or
liabilities assumed at the date of acquisition, The excess of the cost of acquisition over the fair value
of the net assets of the subsidiary sequired B recorded as goodwill (see 2,11 balow). Any surplug of
the acquirer's Interest in the subsiliary's net assats over the cost of acquisition is credited to the
consolidated Income statemant.

The Financial Information of the Group include the assets, llabilities and results of the Company
and subsidiaries in which AlA Group Limited has a controfling interast, wsing accounts drawn up to
the balance sheet date.

Investment funds

In saveral countries, the Group has invested in Investment funds, such as mutual funds and wnit
trusts. These invest mainly in equities, debt securities and cash and cash equivalents, The Group's
percentage ownership in these funds can fluctuate from day to day according to the Group's and
third party participation in them. Where the Group is deemed to control suech funds, with contral
determined based on an analysis of the guidance in IAS 27 and SIC 12, thay are consolidated, with
the interests of parties other than the Group being classified as liabilities becasse there s a
contractual obligation for the issuer to repurchase or redeem units in such funds for cash, These are
presented as "Third party interests In consolidated Investment funds’ within other labilities In the
consolidated statement of financial position. In instances where the Group's ownership of investrsnt
funds declines mafginally balow B50% and, based of historical analysis and fulure axpectations, the
decline in ownership is expected to be temporary, the funds continue to be consciidated as
subsidiaries under IAS 27, Likewisa, marginal increases In ownership of Investment funds above 50%
which are expected to e temporary are not consolidated. YWhere the Group does not control such
funds. they are not accounted for as associates and are, Instead, carbed at falr valua through profit or
loss within financial investments in the consolidated statement of financial position,

Non-controfing interests
Mon-controlling interests are presented within equity except! when they arige through the
minority’s knterest in puttable liabilitles such as the unlt holders’ interest In consolidated investment
funds. when they are recognised as a liability, reflacting the net assets of the consolidated entity.
Acquisitiong and disposals of non-controfling Interests, except when they arsa through the
minority's nterest In putiable liabililes, are trealed as transacltions between equity holders, As a

result, any difference between the acquisition cost or sale price of the non-controdling interest and the
carrying value of the non-controdling interest is recognised as an increase or decrease in equity.
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Group reorganisations and business combinations

Group reorganisations and business combinations arising from transfers of interests In entities
that are under common conlrod throughout all periods presented are accounted for as if thay had
oogurred at the beginning of the earliest pericd presented in the Financial information, The assaets and
liabilities acquired are measwed at the camying amounts recognised previously in AlG's consolidated
firancial statements, converted, where appropsiate, to the Group's IFRS accounting policies. The
components of equity of the acquired entities are added o the samea componsents within agquity,
except that any share capital of the acquired entities is recognised as part of other reserves.

Associates and faint venlures

Associales are entities over which the Group has significant Influence, but which it does not
contral. Generally, it is presumed that the Group has significant influgnce If it has batween 20% and
S0% of voting righis. Joint ventures are entities whereby the Group and other parties undertake an
aconomic activity which is subject to joint control arising from a contractual agreensnt.

Gaing on transactions batweean the Group and e assaciates and point vantures are aliminated o
the extent of the Group's interest in the associates and joint ventures. Losses are also eliminated,
unhess the fransaction provides evidence of an impairment of an asset transtermed betwesn antiies.

Investments In associates are accounted for using the eguity method of accounting. Under this
methaxd, the cost of the investment in an associate, together with the Group’s share of that entity's
post acquisition changes to equity, Is Incleded as an asset in the consolidated stalement of financial
position, Cost includes goodwill arising on acquisiion. The Group's share of post acquisition profits
or losses s recognised In the consolidaled income statemsnt and |15 share of post acquisition
movemnant in equity is recognised in equity. Equity accounting s discontinued when the Group no
longer has significant influence over the invesiment. If the Group's share of losses In an associale
aquals or exceads its interest in the underaking, additional losses are provided for, and a liability
recognised, only to the extent that the Group has incurred legal or constructive obligations or made
payments on behalf of the associate. The Group accounts for investments in joint ventures that are
subject to joint control using the proportionate consolidaticon method,

The Company’s irvastments

in the Gompany statement of financial position, subsidiaries, assoclates and joint ventures are
stated at cost, unless Impaired. Mo such Impairment has arisen during the reporiing period. The
Company's interests in investment funds such as mutual funds and unit trusts are designated at fair
value through profit or loss.

2.5 Insurance and investment contracts

Consistant accounting policies for the measuremant and recognition of Insurance and investment
contracts have besn adopted throughout the Group to substantially all of its business with affect from
the date of adoption of IFRS. As permitted by IFRS 4, the Group has revised its previous accounting
policies prior (o the adoplion of IFRS for cenain insurance and investment contracts in orger (o make
the Financial Information more relevant and no less meliable to the economic decision making nesds of
ugers than the accounting polickes previcusly adopted, primarily through the adoption of a consistent
accounting basis for the Group,

In & limited number of cases, the Group Measures insurance contract Babilities with reference o
statuteny reguremants in the applicable jurisdiction, without deferral of acquisition cosats,
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Praduct classification

Insurance confracts are those contracts that transfer significant Insurance risk. These contracts
may also transter financial risk. Significant insurance risk i defined as the possibility of paying
significantly more in a scenario where the insured event occurs than in a scenario in which it does nat.
Scenarios considersd are those with commercial substance,

Invesimeani contracts aré thosa contracts without signiticant insurance rsk.

Oinge a contrast has been classified as an insurance or investment conlract no reclassilication is
subsequently performed, unless the terms of the agreement are later amended.

Certain contracts with DPF supplement the amount of guarantead benefits due o policyholders.
These confracts are distinet from other insurance and investment contracts as the Group has
discretion In the amount and/or timing of the benefits declared, and how such benefits are allocated
betwesn groups of polleyholders, Customers may be entitled to recelve, as a supplement o
guarantesd benefits, additional banafits or bonuses:

& that are likely to be a significant portion of the total contractual benefits;
o whose amount or timing is contractually at the discration of the Group; and
e that are contractually based on;
& tha performance of a specified pool of contracts or a specified type of contract;

& reglised andfor unreaksed investment returns on a specified pool of assets held by the
Isswar; of

& the profit or loss of the company, fund or othar antity that issuas the contract.

The Group applies the same accounting policies for the recognition and measurement of
obligations and the deferral of acquisition costs arising from investment contracts with DPF as it does
to insurance contracts. The Group refers 1o such contracts as participating business,

In some jurisdictions participating business is written in a participating fund which is distingt from
the other assats of the company or branch. The allocation of benefits from the assets held In such
participating funds is subject to minimum policyholder participation mechanisms which are
astablished by regulation. The extent of such policy participation may change over time. The curmant
policyhoider participation in declared dividends for locations with participating funds is sat cut below:

Casrant

polcyholder

Contry s ticipation
OIMEICIIN. o .o o0 A R S S W A I AR R #0%
b R R e e R R S R e T R 0%
MM st e S 5 9 Ay T g 3, B 0 T
PO, o e L S L e S L D S R U e A e A B
= P B0%

in some jurisdictions participating business is not written in a distinct fund and the Group refers
to this as other participating business.
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The Group's products may be divided infa the foliowing main categories:

Dirscription of benafits Basin of accounting for: contract
Policy type payable Insurance contract liabakties Iiabilitios
Traditional  Participating Participating products Insurance confract Mot applicabile,
participating funds combine protection with a  fiabllities make provision  as FRS 4
life savings element. The for the present vaiue of penmits
assurance basie sum assunad, quaranteed benefits less  contracts with
with GPF payable on death or estimated futurs nat OFF to ba
matirity, may be premiums (o be collected accounted for as
enhanced by dividends or  from policyholders. In Insurance
bonuses, the aggregate addition, an insurance contracts
amount of which s Hiability is recorded for the
determined by the proporticn of the net
performance of adistingt  assats of the participating
fund of assets and fund that woukd be
Habilties allecatad to
policyholdars, assuming
The timing of dividend all parfarmance would ba
and bonues declarations s declared as a dividend
at the discration of the bassed upon local
insurer, Local regulations  regulations
generally prescribe a
minimum proporiion of
policyholder participation
in declared dividends
Other Participating products Insurance confract Mot applicable,
participating combine protection with a  liabilittes make provision  as IFRS 4
business savings element. The for the present vaiue of permits
basic sum assured, guaranieed benalits and contracts with
payable on death or nen-guaranieed DPFF fo be
maturity, may be participation less accounted for as
enhanced by dividends or  estimated future net insurance
bonuses, the tming or premiums to be collected contracls
amount of which are at from policyholders
the discretion of the
insurer faking into
account factors such as
invesiment experience
Mon-partcipating life Benefits payable are not  Insurance coniract Irvestment
assurance, anuities and  at the discretion of the fiabllities reflect the contract
othar protection progucts  insunar presant value of future labilities are
policy banefits to be pald  measured at
fess the presant valus of  amortised cost
estimated fulure net

20

premiums to be collected
from policyholders., In
addition, deferred profit
fiabilities for Emited
payment contracts are
recognised

631/774



EDINETOOOO
000000000000 0O(E24847)
Oooooooooooon

APPENDIX 1 ACCOUNTANT'S REPORT
Dascription of banefits Basis of acoounting for: Inwastiment Gontract
Pedicy type payabe Insurance coniract liabites liaklities
Unhversal life Benafits are based on an Insurance contract liabdities Not applicable
scoount balance, credited with  reflect the accumulation value,  as ssch
interest at a rate set by the represanting premiums contracts

imsurer, ard a death benefit, received and investment return  generally conlain
which may be varied by the credited, less deductions for significant
customet front end loads, mortality and  insurancs risk

morbidity costs and expanse

charges, In addition, kabliities

for unearned revenus and

additicnal insurance benafits

ara recorded
Irvestment- These may be primarily Insurance contract liabifities Irvestment
linkad savings products of may reflect the accumulation value, contract
combine savings with an raprasanting pramiums liabdlites are
element of pratection. receivad and investment return  measured at fair

credited, fess deductions for value

front end foads, mortality and  {determined with
maorbadity costs and expense  refarance 1o the
charges. In addition, liabilities  accumulation
for uneamed revenue and value)

additional insurance benedits

are recorded

In the notes o the financlal information, investment-linked contracts are presented together with
pansions contracts for disciosure purposes.

The basts of accounting for insurance and invesiment contracts is discussad in Notes 2.5.1 and
2.5.2 below.

2.5.1 Insurance contracts and investmeant contracts with DPF
Pramiums

Premiums from life insurance contracts, including participating policies and annuity policies with
life cantingencies, are racognised as ravenue when due from the policyholder. Benefits and expenses
are proviged in respect of such revenus so gs to recognise profits over the estimated life of the
policies. For limited pay confracts, premiums are recognised in profit or loss when dus, with any
excess profit deferred and recognised in inoome in a constant relationship to the Insurance In-fofee
or, for annuities, the amount of expected benefit payments.

Amounts collected as premiums from Insurance contracts with Investment features but with
sufficient insurance riek 1o be considerad insurance conltracts, such as unlversal life, and certain
investment-inked contracts, are accumulated as deposits, Revenus from these confracts consists of
palicy fees for the cost of insurance, administration, and surrenders during the period.

Upfront fees are recognised ower the estimated (ife of the contracts 1o which they relate. Policy
benefits and claims thal are charged to expenses include benefit claims Incurred In the peried in
axcess of related policyhalder contract deposits and interest cradited o policyholder deposits.
Unaarnad revanue labifity

Uneamed revenue lability arising from insurance contracts representing upiront less and other
nad-level charges is defermed and released to the consolidated income statemeant cwver the estimated
life of the business.
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Deferred acquisition costs

The costs of acquiring new business, including commissions, undarwriting and other policy esue
axpenses. which vary with and are primarily related to the production of new business, ane defermed.
Deferred acquisition cosis are subject to the testing of recoverabilily when Bsued and at least
annually thereafter, Fulure investment income is taken into account in assessing recoverability,

Deferred acquisition costs for life insurance and annuity policies are amortised over he expected
life of the contracts as a constant percentage of expected premiuns. Expected premiuns are
estimated at the date of policy issue and are consistently applied throughoul the life of the contract
unkess a deficiency occurs when performing Hability adequacy testing (see below),

Deferred acguisition costs for universal life and Investment-linked contracts are amortised over
the expected lite of the contracts based on a constant percantage of the presant value of estimated
gross profits expected to be realised over the life of the contract or on a straight-line basis, Estimated
gross profits include expected amounts to be assessed for mortalty, admirdstration, investment and
surrenders, less benefit claims in excess of policyholder balances, administrative expenses and
interest cradited. Estimated gross profits ans revised regulary. The Interest rate ussd to complite the
present value of revised estimates of expected gross profits is the latest revised rate applied to the
rermaining benefit pericd. Deviations of actual results from estimated expenence are reflacted In
SAMINGS.

Unamortised acquisition costs associated with internally replaced contracts that are, in
substance, contract modifications, continue o be deferred and amortised. Any remalning
unamortised balance of deferred acquisition costs associated with internally replaced contracts that
are, In substance, new contracts, are expensad,

Defared sales inducements

Deferred safes inducemants, consisting of day ona bonuses, persistency bonuses and enhanced
crediting rates are daferred and amortised using the same methodology and assumptions usad to
amortise acquisition costs when:

* the sales inducements are recognised as part of insurance contract liabiities;

s they are explicitly identified in the contrast on inception;

¢ ihey areé Incremental to amounts credited on similar contracts without sales inducements;
and

®= they are higher than the expected ongoing crediting rates for periods after the inducement.

Unbundiing

The deposit component of an insurance contract is unbundied when both of the fallowing
conditions are met;

s the deposit compomant (Including any embedded surrender option) can be measured
saparately (l.e. without taking Into account the insurance component); and

¢ the Group's accounting policles do not otherwise require the recognition of all obligations
ard Fights arising fiom the deposit component.
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Bifurcation

To the axtent that certain of the Group's insurance contracts include embedded derivatives that
are not clearly and closely related o the host conlract, these are bifurcated from the insurance
contracts and acoounted for as derivatives,

Banafits amd claims

Ingurance contract benefits reflect the cost of all maturities, surrenders. withdrawals and claims
ariging during the year, as well as policyhoider dividends accrued in anticipation of dividend
declarations,

Accident and health elaims incurred include all losses oocurring during the year, whather reported
or not, refated handling costs, a meduction for recoveres, and any adjustments to claims outstanding
from previcus years,

Claims handling costs include internal and external costs incurred in connection with the
negaotiation and satitament of claims, and are included In operating expenses.

insurance contract Fabifties (nchiding Fabiiites in respect of investment canfracts with DPF)
These represant the estimated future palicyholder benedit llabliity tor life insurance policies.

Future policy benefits for life insurance poficies are calculated using a net level pramium valuation
method which represents the present value of estimated future policy benefits to be paid, less the
present value of estimated future net premiums o be collected from policyholders. The method uses
best estimate assumptions sat at the policy incaplion date, adjusted for a provision for the risk of
adverse deviation for mortality, morbidity, expected investment yields, dividends (for other
participating business), surrenders and expensas, which remain locked in thereafter, unless a
deficiency arises on liability adequacy testing (see below),

Intarest rate assumptions can wvary by country, year of issuance and product. Mortality
assumptions are based on actual experence by geographic area and are modified to allow for
varlations in palicy form, Surrender assumptions ane based on actual expenence by geographic area
and are modified to allow for variations in policy farm,

For contracts with an expiicit account balance, such as universal fite and investment-linked
contracls, insurance contract fabilities are equal to the sccumulation value, which represents
premiums recalved and investmant refums cradited o the policy less deductions for morality and
morbidity costs and expense charges,

Sattlemnent options are accounted for as an integral component of the underlying Insurance or
investment contract unless they provide annuitisation benefits, in which case an additional lability is
established to the extent that the present value of expected annuitisation payments at the expecied
annuitisation date exceeds the expacted account balance at that date. Where settlement options have
bean lssued with guaranieed rates less than market interast rates, the insurance or investment
contract liability does not reflact any provision for subsaquent declines in markal interest rates unlass
a deficiency is identified through liabllity adequacy testing.

The Group accounts for participating policies within participating funds by establishing a liability
for the present value of guarantead benefits less estimated future net pramivms 1o be collected from
policyhoidars. In addition, an insurance Habillty is recorded for the proportion of the net assets of the
participating fund that would be allocated to policyholdars assuming all perfarmance were o be
declared as a dividend based upon kocal reguiations, The Group accounts for other participating
business by eatablishing a Hability for the present value of guarantesd benefits and non-guaranteed
participation, less estimated future net premiums to be collected from policyhaldars.
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Lisbility adequacy tasting

The adeguacy of Babilites s assessed by portiollo of contracts, In accordance with the Group's
manner of acquiting, servicing and measuring the profitabllity of its insurance contracts. Liablity
adeguacy festing is performed for each geographic market.

For traditional life msurance contracts, insurance confract liabifities reduced by deferred
acquisition cosle and value of business acguired on acquired insurance coniracts, are compared to
the gross premium valuation calculated on a best estimate basis, as of the valuation date. If there |s a
deficiency, the unamortised balance of deferred scquisition cost and value of business acquired on
acquired insurance contracis are written down to the extent of the deficiency, If, after writing down
the unamortisad balance for the specific portiolio of contracts o nil, a deficlency still exists, the net
liabifity is Increasad by the amount of the remaining deficlency,

For universal life and investment contracts, deferred acquisition costs, net of unearned revenus
liabilities, are companed 1o estimated gross profils. If a deficiency exiats, deferred acquisition costs
are written down,

Financial guaranfees

Flnancial guarantees are regarded as insurance contracts. Liabflites in respect of such contracts
are recognised as incurred,

2.5.2 Investrent contracts

Investmen] confracts do not contain suifickent insurance sk to be considered Insiurance
contracts and are accounted for as a financial liability, other than investment contracts with DFF
which are excluded from the scope of 1AS 39 and are accounted for as insurance conltracts.

Revenue from thess contracts consists of varous charges [polley fees, handling fees,
management fees and surrender charges) made against the contract for the cost of Insurance,
expenses and early sumender. First year charges are amortised over the life of the contract as the
services are praevided,

lnvesimen! contract fee revenus

Customers are charged fees for paolicy administration, investment management, surrenders or
other contract services. The fees may be fixed amounis of vary with the amounts being managed, and
will generally be charged as an adjustment to the policyholder's account balance. The fees are
recognised as revenus in the pericd in which lhey are received unless they relate lo services to be
provided in fulure periods, in which case they are deferred and recognised as the service is provided,

Crrigination and other 'upfront’ fees (fees that are assessed against the account balance as
consideration for origination of the conlract} ane charged on soms non=participating investment and
pension contracts, Where the investment contract ls recorded at amortised cost, these fees are
amortized and recognised over the expected term of the policy as an adjustmeant to the effective yield.
Where the investment contract is measured at fair value, the front end fees that relate to the provision
of invesimant managamaent sarvices are amoartiged and recognised as the sernvices are provided.

Deferred origination costs

The costs of acquiring Investmen! contracts with investment management sefvices, including
commissions and ofher incramental axpanses directly relatad to the issue of sach néw contract, are
defarmad and amortised over the period that services ane provided. Daferred argination costs are
tested for recoverability at each reporting date.

24

635/774



EDINETOOOO
000000000000 0O(E24847)
Oooooooooooon

APPENDIX 1 ACCOUNTANT'S REPORT

The eosts of acquinng rew investmen! contracts withoul Investmen! management services are
Included as part of the effective Interest rate used to calculate the amortised cost of the related
Inwestment contract liabifities.

Investmen! contract fabiliies

Deposits recelved in respect of investment confracts are not accounted for through the
consolidated incomea statement, except for the Investment incomea and fess attibutable to those
contracts, but are accounted for directly through the consaldated statement of financial position as
an adjustment o the vestment contract iabllity, which reflects the account balance.

The majority of the Group's contracts classified as investment contracts are investment-linked
contracts. Thesa reprasent investment portfolios maintained to meeat specific investment abjectives of
policyhoiders who generally bear the credlt and market risks on those imvestments. The liabilities are
carried at fair value detesmined with reference o the accumulation value fcurrent unit value) with
changes recogniged in income. The costs of policy administration, invesiment management,
surrendear charges and certain poficyholder taxas assessed against customers’ account balances are
included in revenue, and accounted for as described under Investment contract fee revenue above,

MNon investment-nked investment contract Rabilities are camied at amortised cost, Deing the fair
value of consideration received at the date of initial recognition, less the nat effect of principal
payments such as transaction costs and front end fees, plus or minus the cumulative amortisation
using the affective intenest rate mathod of any difference batwaeen that initial amount and the maturity
value, and lets any write down for surrender payments. The effective inferest rate equates the
discounted cash payments to the initial amount, At each reparting date, the uneamed revenue |iabiity
is determined as the valug of the future best estimate cash fiows discounted at the effective interest
rate. Any adjustment s iImmediately recognised as income or expense in the consclidated income
statemant.

The amortised cost of the fnancial lability is never recorded at less than the amount payable on
surrender, discounted for the time value of money where applicable, If the Investment contract is
subject to a surrander option.

2.5.3 Insurance and invesiment conlracts
Reinscwrance

The Group cedes reinsurance in the normal course of business, with retentions varying by line of
business. The cost of reinsurance Is accounted for over the life of the underlying relnsured policles,
uging assumptions consigtent with those used to account for such policies.

Premiums ceded and claims reimbursed are presentad on a gross basis in the consolidated
Income statement and statement of financial position,

Reinsurance assets comsist of amounts receivable In respect of ceded insurance Rabilities.
Amounis recoverable from reinsurers aré estimated i & manner consislent with the reinsured
Insurance or investment contract liabiities or bemefits pald and in accordance with the relevant
reinsurance contract.

To the extent that reinsurance contracts principally tansfer financial risk (as opposed to
Insurance risk) they are accounted for directly through the consolidated statemeant of financial position
and are not included in rednsurance assets or liabilities, A deposit asset or liabllity is recognised.
based on the consideration pald or recelved kess any explicitly ientified premiums or fees to be
retained by the reingured.
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If & reinsurance asset & impaired, the Group reduces the carrying amount accordingly and
recognises that impairment loss in the conscdidated income statement. A reinsurance asset is
Impalred it there |s objective evidence, as a result of an event that cecurred after initial recognition of
the rainsurance asset. that the Group may not receive all amounts dus o it under the terms of the
contract, and the impact on the amounts that the Group will receive from the reinsurer can be reliably
measured.

Value of businass gogquined ("VOEBAT)

The value of business acquired [VOBA') in respect of a portiolio of long lerm insurance and
Inwestment contracts, either directly or through the purchase of a subsidiary, B recognised as an
asset. If this resulle from the acquisition of an invastmant in a joint ventura or an associate, the VOBA
Is held within the carrying amount of that investment, In all cases, the VOBA s amartised over the
estimated life of tha contracts in the acquired portfalio on a systematic basis. The rate of amortisation
reflects the profile of the value of in-force business acquired, The carrying value of VOBA s reviewed
annually for impairment and any reduction s charged 1o the consolidated Income statement,

Shadaw aceoimting

Shadow accounting is appled o insurance and cerfain Investment confracts where financial
assats backing insurance and investment contracts liabilities are classified as available for sale.
Shadow accounting is applied to deferred acquisition costs, VWOB8A, deferred origination cosis and the
contract Rabdities for investment contracts with DPF 1o take into account the effect of unrealised gains
or losses on Inswrance llabllities or assels that are recognised In equity in the same way as for a
realised gain or loes recognised In the consolidated income statemant, Such assats of liablites are
adusted with corresponding charges or credits recognised directly in sharehciders' equity as a
component of the related unrealised gains and losses,
Other azsessments and levies

The Group is potentially subject (o vanous pericdic insurance related assessmants oF quarantes
fund kevies. Related provisions are established where there is a present obligation (fegal or

constructive) as a8 result of a past event. Such amounts are nof Included in Insurance or investment
contract kabiities but are included under ‘Provisions’ in the consclidated statement of financial

pesition,
2.6 Financlal instruments
2.6.1 Classification of and designation of financlal Instruments
Financial instiuments at fair value through profif or loss

Financial instruments at fair vaius through prafit or loss comprise two categores;

& financial assets designated at fair value through profit or loss; and

* derivalive assels and liabilities.

Management designates financial assets at fair value through profit or kees if this eliminates a
measurement Inconsistency or if the related assats and liabllities are actively managed on a fair value
basks, including:

*  financial assats hald to back investmant-linked contracts and participating funds;
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®  oftier financial assels managed on a fair valus basis; consisting of the Group's equity
porttolio fother than its holding of shares of AKG which are not managed on a falr value basis)
and Investments hild by the Group's fully consolidated investment funds; and

o compound instruments containing an embedded derivative, whare the embedded derivative
would atherwisa require bifurcation,

Dividend income from eguity instruments designated at fair value through profit or foss s
recognised in investment income In the consolidated income statemeant, generally when the security
becomes ex-dividend. interest income s recognised on an accrued basis. For all financial assets
designated at fair value through profit or loss, changes In fair value are recognised in investment
axparience.

Transaction costs In respect of financial instruments at fair vatue through profit or loss are
expensed as they are Incurmed,

Avallable for salke financial assels

Financial assets, other than those at fair value through profit or loss, and loans and receivabies,
ara classilied as avadlable for sake.

The available for sale calegory Is used where the relsvant investments backing insurance and
inwestment contract dabilittes and shareholders’ equity are not managed on a fair value basis. These
principally conslst of the Group's debt securitles (other than these backing participating funds and
investment-iinked contracts) and the Group's holding of shares in AIG. Available for sale firancial
assels are |nitfally recognised at fair value plus attribuiable transaction costs. For available for sake
debt securities, the diffarence between their cost and par value s amortised, Available for cale
financial assels are subsequently measured al fair value. Interes! income from debt securilies
classified as avallable for sale Is recognised in investment income In the consolidated incoms
statament using the affective interest method.

Unrealised galns and losses on securities classified as available for sale are analysed between
differences resulling from foreign currency translation, and other fair value changes. Foreign currency
transiation differences on monetary available for sal vestments, such as debt securities, are
recognisad In the consolidated Incoma statement as nvestment axperence. For impalments of
available for sale financial assets relerance Is mada 1o the section 'Impairment of other financial
assals’.

Changes In the fair value of securities classified as avedlable for sale, except for Impalmoant
losses and relevant foreign exchange gains and losses, are recorded in a separate falr value reserve
within eguity.

FRaalizad gains and lossas on financlal assets

Realised gains and losses on available for sale financial assets are determined as the difference
between the sale proceeds and amortised cost, Cost is determined by specific identification.

Racagnition of financial insruments

Purchasas and sales of financial instruments are recognised on the trade date, which is the date
at which the Group commits to purchase or sell the assets,
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Daracagnition and offsat of financial assats

Financial assets are derecognised when the righis to recefve cash fliows from the financial assets
have expired or where the Group has transferred substantially all risks and rewards of ownership, i
the Group neither transfers nor retains substantially ali the risks and rewards of ownership of a
financial asset, it derecogrises the financial asset If it no longer has control over the assal. In ransters
where contred aver the asset (s refained, the Group confinues to recognise the asset fo tha extant of
its continuing iInvolvesmant, The extant of continuing Invelvemeant is determined by the axtent to which
the Group 1s exposed to changes in the fair value of the asset.

Fingncial assets and lishilites are offset and the net amount reported in the consolidated
staternent of Gnancial position only when there s a legally enforceabls right to offsat the recognised
amounis and thare s an Intenticn to salthe on a net basis, oF realse the assat and settle the lhabafity

simultaneously.
Loans and recatvabias

Loans and recelvabbes are non-dervative financial assats with fixed or determinable payments
that are not quated In an active market. They are initially recognised at fair value plus trangaction
costs. Subsequently, they are camed at amortised cost using the effective Interest rate method less
amy impairment lossss. Inlerest Income from loans and recelvables is recognised n investment
incamae In the consolidated nocome statemant using the effective interest rate mathod.

Tarm deposits

Deposits include time deposits with financlal institutions which do not mest the definition of cash
and cash equivalents as their maturity at acquisition excesds thres months. Certain of these balances
are subject o regulatory or other restriction as disclosed in Nole 21 Loans and Receivables. Deposits
are stated at face vaiue,

Cash and cash aquivalants

Cash and cash equivalents inglude cash in hand, deposits held at call with banks, and other short
tarm highly lguid investments with maturities at acquisition of three manths or less, which are hebd for
cash managemeant purposaes. Cash and cash equivalents also Include cash recelved as collateral for
securites lending as well as cash and cash agquivalants held lor the banefit of policyhalders In
connestion with investment-tinked products. Gash and cash equivalents ane stated at face valua,

2.6.2. Fair vaiues of non-darivative financlaé assats

The fakr value of a financtal instrument is the amaunt thatl would be recedved to sall an asset or
paid to transfer a liabdity inan onderdy transaction betwesan markat participants at the measurament
date, having regard to the specific characteristics of the asset or lability concemed, assuming that
the transfer takes place in the most advantageous market 1o which the Group has access, The fair
values of financial instruments raded In active markets (such as financial instruments at fair value
through profit or loss and avallable for sale securities) are based on quoted market pricas at the date
of the consolidated statement of financlal position, The quoted market price used for financial assets
held by the Group is the curment bid price. The fair values of financial instruments that aré nat traded
In active marksts are determined using valuation technigues. The Group uses a varety of methods
and makes assumptions that are based on markel conditions at the date of each consolidated
statament of financial position. Tha objective of using a valuation techniqus is to estimate the price at
which an ordary transaction weould take place between market participants at the date of the
consolidated statement of financial position.
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Financial irstruments carmied at fair value are measured using a tair value higrarchy described in
Mote 23.

The degres of judgment used In measuring the fair valua of financlal instrumeants generaily
correlates with the bevel of pricing observability. Pricing observability is affected by a number of
factors, including the type of financial instrument, whethes the financial instrument s new to the
markei and not yet esiablished, the characteristics specific to the ransaction and general market
conditions.

2.6.3, Impairmeant of financial assots
Gerargl

Financial assets are assessed for impairmeant on a reguiar basis, A financial asset is impairad iFits
carrying value exceeds tha estimated recoverable amount and there is objective evidence of
impairmsant to the financial assaet.

The Group assesses ab sach reporting date whether thare is objestive evidence that a financial
asset or group of financlal assats is impaired. A financial asset. or group of financlal assets, is
irpalred and Impairmant losses are Incurred only If there is objeclive evidence of iImpairmant as a
result of cne of mone events that have occurred affer the initial recognition of the asset (3 loss event')
and that loss event (or events) has an impact on the estimated fulure cash flows of the financial assat
or group of financial assets that can be reliably estimated,

Objective évidence that a financial asset, or group of assets, is impaired inciudes observabls data
that comes 1o the attention of the Group about the fellowing events:

& significant financial difficulty of the issuer or deblor;
* abreach of contract, such as a default or delinguency in paynwents;

® |t becomes probable that the issuer or debtor will enter bankrupicy or other financial
recrganisation;
& the disappearance of an active markel for that financial asset bacause of financial difficultes;

or

® cbservable data, including market prices, Indicating that there is a potential decrease In the
estimated fulure cash flows since the initial recognition of those assets, including:

® adverse changes in the payment status of issuers
& pational of local economic conditions that correlate with Increased default sk
The Group first assesses whether objective evidance of impairment exists for financial assets that
are individually significant. If the Group determines that no objective evidence of impairment exists for
an individually assessed fimancial asset, whather signiticant or net, |t Includes the asset in a group of
financial assats with similar credit risk characteratics and collsctively assesses tham for Impaimant.

Assals thal are individually assessad for impalrment and tor which an Impairment less s or continues
to be recognised ars not included in a collective assessment of Impairment.
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Availabla for sak financial instriments

When a decline in the fair value of an avalable for sale asset has been recognised in
shareholders’ equity and there Is objective evidence that the assal is impaired, the cumulative loss
already recognised directly in shareholders’ equily is recognised in current period profit or loss. The
Group generally considers an available for sale equity instrument for evidence of impairmeant if the fair
value is significantly below cost or has been below cost for a prolonged period. If such assels are
considerad to be impaired, the amount of the cumulative ioss that is removed from shaseholders”
equity and recognised in surrent perad profit or loss is the difference between acquisition cost (net of
ary principal repayrmeant and amortisation) and current falr value, less any impairment loss on that
assal previously recognised,

It the fair value of a debt instrument classified as avallable for sale Increases in a subsequent
paricd, and the Increase can be objectively related to an event ogcurring after the impairment loss
was recognised In income, the impairment 10ss is reversed through profit or koss, Impalment losses
recognsed In profil or koss on equity instruments classifed as avallable for sale ane ot reversed.

Whera, following the recognition of an impalrment loss in respect of an availabbs for sale debt
sacurity, the asset suffers further falls in value, such further falis are recognised as an impairment only
In the cass when objective evidence axists of a further Impairment event to which the losses can be
attributed,

Loans and recelvables

For loars and recalvables impairment is considarad o have taken place If It is probable that the
Group will not be able to collect principal and/or interest due accanding to the contractual terms of the
instrument. When impairment is determined 1o have ocowred, the camying amount is decreased
through a charge to profit or loss. The carrying amount of mongage loans or recaivables B reduced
through the uze of an alliowance account, and the amount of any alowance iz recognised as an
impairment 1088 In profit of less. The allowance (s determinad using an analytical method based on
knowledge of each loan group or receivable, The method s usually basad on historical statistics,
adpusted for frends in the group of financial assets or individual accounts.

2.6.4. Derivative financial instruments

Derivative financial instruments include foreign exchanga contracts and intarest rate swaps that
derive thelr value mainty from underlying foreign exchange rates and interest rates. All derivatives are
initially recognised In the consolidated statement of financial position at thelr falr value, which
represants thelr cost excluding transaction costs, which are expensed, giving rise to a day one loss.
They are subsequently remeasured at thelr fair value, with movements in this value recognised in
profit or loss, Fair values are obtained from quoted market prices or, If these are not available, by
uging valuation techniques such as discounted cash flow modeis or option pricing models. Al
derivatives are carmed as assets when the falr values are positve and as labilities when the fair valuas
ane negative.

Darivative insfrurments far ecanomic hedging

Whilst the Group entars nto derivative tramsactions to provide economic hedges under the
Group's risk management framework, |t does not currently apply hedge accounting to these
transactions, This is sither becausa the transactions would not meet the spacific IFRS rules 1o be
efigible for hedge accounting or the documentation requirements to meet hedge accounting criteria
wadld be unduly onesous. These lransactions ara tharefors treated as held for trading and falr value
movemants arg recognised immediately in inveastment exparence.
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Ermbedded derivativas

Embedded derlvatives are derlvatives embedded within other non-derivative host financial
instrurments to create hybrid instruments. Where the economic characterstics and risks of the
embedded derivatives are not closely relaled to the economic characleristics and risks of the host
instrument, and where the hybrid instrument is not measured at fair value with changes in fair value
recognised in profit or loss, the embedded derivative is bifurcated and carried at fair value as a
derivative in accondance with &S 39,

27 Segment reporting

An operating segmant s a component of the Group that engages in business activity frem which
It eams revenues and iNcurs expensas and, for which, discrete financial information is avallable, and
whose operating results are regularly reviewed by the Group's chie! operaling decision maker,
considered to be the Executive Committes of the Group ('Excd’],

2.8 Foreign currency translation

Income statemeants and cash fiows of foreign entities are franslated into the Group's presentation
currancy at average exchange rales for the year as fhis approximates to the exchange rates pravailing
at the transaction date. Their statements of financial position are translated at year or period end
exchange rates. Exchange differences arising from the translation of the net invesiment In foreign
operalions, are taken to the currency transtation reserve within equity. On disposal of a foreign
operation such exchange differences are transterred out of this reserve and are recognised in the
consolidated income statement as part of the gain or loss on sale. As parmitted by IFRS 1, the
cumulative transiation differences were desmed 1o be nii at the transition date to IFRS,

Foreign currency fransactions are accounted for al the exchange rales prevaiing at the date of
the transactions. Gains and osses resulting from the settlement of such transactions, and from the
translation of monetary assets and Babilities denominated in foreign curtencies Inlo functional
currency, are recognised in the consolidated income statement.

Transiation differences on financial assets designated at fair value through profit or oss are
included in investment experience. For monetary financial assets classified as avaiable for sake,
translation ditferences are calculated as if they weare carmed at amartised cost and so afe recognissd
in the consclidated income statement. Foreign exchange movements on non-monetary equitiss that
are accounted for as available for sale are included In the fair value reserve,

2.8 Property, plant and equipment

Property, plant and equipment is stated at historical cos! less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly attributable to the
acquisition of the items. Depreciation s caloulated using the stralght line mathod to allocate cost less
any residual valie over the estimated ussful life, generaty:

Fumniture, fixtures and officeequipment .. ... .oiiiiiiiiiatianiicinnianns 5 years
EMICIINERR o o o o W W W W AN T, 6, 4 g 20-40 years
R T S e L L e 3-5 years
OO LB . v i s e o i o W T R R A R Mo depreciation

Subsequent cosls are Included iIn the carrying amount or recognised as a separate assel, as
appropriate, when it B probable that fulure sconomic benelits will flow to the Group. Repairs and
maintenancea am charged fo the consolidated incomse statement during the financial pesod In which
they ars incurrad.

31

642/774



EDINETOOOO
000000000000 0O(E24847)
Oooooooooooon

APPENDIX 1 ACCOUNTANT'S REPORT

Residieal values and usaful lives are raviewed and adjusted, if applicable, at each reporting date.
An asset s written down to its recoverable amount if the carmying value is greater than the estimated
recovarabie amount.

Any gain and loss arising on disposal of property, plant and equipment is measured as the
difference between the nel sale proceeds and the camying amounl of the relevant assel, and is
recognised In the consolidated income staterment.

The Government of the Hong Kong Special Administrative Region owng all the land in Hong Keng
and permits its use under leasehold agreements. Where the cost of such leasehold s known, of can
be reliably determined at the mception of the lease, the Group records its interest in leasahold land
and land use rights separately as operating keases. These leases are recorded at original cost and
amaortised over the term of the lease (see 2.19),

2.10 Investment properties

Property held for long term rental thet |s not occupied by the Group is classified as investment
property, and is camied at cost less accumulated depreciation and any accurmulated impalrment
josses,

Invesimenl proparty comprnses freehold land and bulldings. Bulldings lacated on land hald on an
opéarating lease are classified as investment property it hetd for long term rental and not ocoupied by
the Group. Whera tha cost of the land |8 known, or can be raliably detarmined ar the nceplion of the
lease, the Group reconds its interest in leasshold land and land use rights separately as operating
leases (see 2,19). These leases are recorded at original cost and amortised over the term of the lease.
Buidings that are held as investment propertes are amortised on a siraight line basls over their
estimated useful lives of 20-40 years,

i an investmen! properly becomes held for use, it i reclassified as property, plant and
equipment. Where a property s partiy used azs an investment property and partly for the use of the
Group, these alements are recorded separaiely within property, plant and equipment and vestrent
proparty respectively, whers the component used as invesiment property would be capable of
separate sale or finance leasa,

The falr vatue of Investmant properties and property hebd for use Is disclosed under note 18. It s
the Group's policy o perform extemal property valuation annually except in the case a discrele event
ocours in the interim that has a significant impact on the fair value of the properties,

211 Goodwill and other intangible assets
Goachwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's
share of the net Identifiable assets of the acquired subsidiary, associate or joint venture at the cate of
acquisition. Goodwill on acquisitions prior to 1 December 2006 {the date of transition to IFRS) is
carried at book value {original cost less cumulative amortisation) on that date, less any impairment
subsaquantly incurred, Goodwill arsing on the Group's Investment in subsidianes since that dats s
shown as a separate asset, whilst that on associates and joint ventures is included within the carmying
value of those Investmenis. With effect from the date of adoption of IFRS 3 [Revised) from
1 Decembear 20039, all acquisition related costs are expensed as incurmed.

Cther intangible assels

Other Intangilde assels consist primanly of acquired computer software and confractual
relationships, such as access to distribution networks, and are amortised over thelr estimated usehul
lives.
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Acquired computer software licences ane capitalised on the basis of the costs incurred 1o acquire
and bring o use the specific software. Costs direclly assoclated with the internal production of
identiflabbe and unlque software by the Group that will generate economic benefiis exceeding those
costs over a period grealer than a year, are mcognised as intangible assats. Al other costs
associated with developing or maintaining computer software programmes are recognised as an
expanse as incumed, Cosis of acquiring computer software licences and incumed in the internal
production of computer software are amortised using the straight line method over the estimated
usatul lite of the software, which does not genarally excesd a peniod of 3-15 yaars.

The amorisation charge for the year is included in the consoBdated income statement undes
‘Operating expenses’.

212 Impairment of non-financial assets

Property, plant and equipment, geodwill and olher non-financial assets are reviewed for
impairment whanavsr evenls of changes in circumstances indicatz that the carrying amount may not
be recovarabla. An impairmant loss is recognised to the axtent that tha camying amount of the assat
exceeds s racoverabla amaount, which is the higher of the assat’s nat seling price and value in e,
For the purposes of assessing impairment, assels are grouped into cash generating units at the level
of the Group's operating segments, the lowest level for which separately identifiable cash flows are
reparted. The carrying value of goodwill and intangible assets with indefinite useful Bves is reviewed at
least annually or when circumslances or events indicale that there may be uncertainty over this valua,

213 Securities lending Including repurchase agreemaents

The Group has besa party to various securities lending agreements under which securities are
loaned to third parties on a short term basis. The loaned securities are nol derecognised and so they
continue to be recogrised within the appropriate investmant classification,

Assatls sold under repurchase agreements frepos)

Assets sold under repurchase agreements continue 1o be recognised and a liability is established
for the consideration received, The Group may be reguired to provide additional collatersl bassed on
the fair value of the underlying assats, and such coilateral assets remain on the consofidated
statement of finansial position.

Assaets purchased under agreements to resell (reverse repos)

The Group enters Into purchases of assets under agreements to resell (reverse repos). Reverse
repos are initially recorded at the cost of the loan or collateral advanced within the caption *Loans and
Recelvables' in the consolidated statement of financial position. In the event of failure by the
counterparty to repay the loan the Group has the right to the underlying assets.

Cofateral

The Group receives and pledges collateral in the form of cash or non-cash assets in respect of
securlties lending ransactions, and repo and reverse repo transactions, In order to reduce the credit
risk of these transactions. The amount and type of coltateral depands on an assaesamant of the cradit
risk of the counterparty, Collateral recelved in the form of cash, which is not legally segregated from
the Group, is recognised as an asset in the consciidated statement of financial position with a
coffesponding Rability for the repayment. Non-cash collateral recelved is not recognised on the
consolldated staterment of financial postion unkess the Group alther salls of repledges these azsats n
the absance of default, at which point the obligation to retum this coltateral is recognised as a [ability.
To further manimise credit risk, tha financial condition of counterparties is monitored on & regular
basis,
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Collateral pledged in the form of cash which is legally segregated from the Group is derecognised
from the consoidated statement of financial position and a coresponding recelvable established for
it return. Non-cash coflateral pledged Is not derecognised (except in the event of default) and
theralore continues 1o be recognised in the consolidated statement of financial position within the
appropriate financial instrument classification.

214 Borrowings

Borrowings are recognised initlally at their issue proceeds less fransaction costs incumed.
Subsequently, barrowings are stated atl amortised cost, and any difféerance betwean nel procesds
and regemption value i3 recognised in the consolidated Income stalement over the period of the
bomowings using the effective Interest rate method. All borrowing costs are expensed as they are
incurmed, except for borrowing costs directly attributable to the development of investment properties
and other quakifying assats, which are capitalised as part of the cost of the asset.

215 Income taxes

The curmant tax axpanss |5 basad on the taxable profits for the year, Including any adjustrments in
respect of prior years, Tax is allocated to profit or loss before taxation and amounts charged or
credited to equity as appropriate.

Deferred tax is recognised in respect of temporary differences between the tax bases of assets
and llabilities and thesr carrying amounts in the Financial Information, except as described below.

The principal temporary differances arse from the basis of recognition of insurance and
investment contract liabilites, revaiuation of certain financial assets and llabilities incleding dernvative
contracts, deferred acquisition costs and the future taxes arising on the surplus in lifa funds wherea the
redevant local tax regime is distributions based, The rales enacted or substantively enacted at the date
of the consolidated statement of financial position are used to determine delermad tax.

Deferred tax assels are recognised to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be ulliised. In countries where there is a
history of tax bsaes, deferred tax assets are only recognised In excess of deferred tax llabilities it
thera is evidenca that future profits will be availabéa.

Deferred taxes aré not provided in respect of temporary differences arising from the initial
recognition of goodwill or from goodwill for which amaortisation = not deductible for tax purposes, or
from the initial recognition of an asset or liability in a transaction which is not a business combination
and which affects nelther accounting nor taxable profit or loss at the time of the transaction.

Deferred tax related to fair value re-measurement of avallable for sale investments and other
amounts taken directly to equity, is recognised initially within the applicable component of equity. It is
subsequently recognised in the consolidated mcomes statemant, together with the gain or loss arising
on the undarying bam.

in additicn to paying tax on shareholders’ profite, certain of the Group's life insurance businesses

pay tax on policyholders' investment returns { policyholider tax) at pallcyvholder tax rates. Policyholder
tax s acoounted for ags an income tax and is Included in the total tax expense and disclozed

separately,
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216 Revenue
lnvestmeant redurn

Investiment Income consists of dividends, interest and renfs receivable for the reporling period.
Investmant experience comprises reakised gains and losses, impairments and unrealised gains and
losses on Investments held at fair value through peofit or loss, Interest Income is recognised as it
accrues, laking into account the effective yisld on the investment. Rental income on investment
property is recognised on an accruals basis. Investment retum consists of investment income and
inwestment experience.

The realised gain or loss on disposal of an investment is the difference between the procesds
received, nel of transaction costs, and its original cost or amortised cost as appropriate, Unrealised
pains and losses represent the differance batwean the camying vaiue at the year end and the carmying
value at the previous year end of purchase price if purchased during the year, less the reversal of
previously recognized unfealised gaing and loszes in respect of disposals made during the yaar,

Other fee and comimiazion Income

Other fes and commission income consists primarily of fund management fees. income from any
incidental non-insurance activities, distribution fees from mutual funds, commissions on reinsuance
ceded and commission revenue from the sale of mutual fund sheres. Relnsurance commissions
receivable are deferred in the same way as acquisition costs. All other fee and commission income is
recognised as the services are provided.

217 Employes benefits
Annual leave and long service leave

Employes entilemants to annual leave and long service leave are recognised when they accrue
o employees, A proviskon is mads for the estimated Bability for annual keave and long service leave as
a result of services rendered by employees up to the reporting date.

Past retirement benafit obfigations

The Group operates a number of funded and unfunded post ratirement employes benefit
schemes, whose members recelve benefita on sither a defined benefit basis {generally related to
salary and length of service) or a defined contribution basis igenerally related to the amount invested,
Imvastment retum and annuity rales), the asssts of which are generally hedd In separate trustes
administered funds. The defined benefil plans provide life and medical benefits for employees after
retirement and a lump swm benefit on cessation of employment, and the defined confribution plans
provide post retiremant pension benefits,

For defined banafit plans, the costs are assessed using the projectsd unit cradit method, Uncer
this method, the cost of providing benefits is charged to the consolidated income statement &0 as to
spread the regular cost over the service [ives of employees, in accordance with the advice of gqualified
actuares. The obligation s measured as the present value of the estimated future cash outliows,
uging a discount rate based on market yields for high quality corporate bonds that are denominated in
the currency In which the benefiis will be paid and that have terms 1o maturity approximating o the
terms of the redated liability, The resulting scheme surplus or deficlt appears as an asset or liability In
the consolidated statement of financial position,
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For each plan, AlA Groug recognises a porton of its actwarial gaing and losses in incoms or
expanse if the unrecognised actuarial net gain or foss at the end of the previows reporing period
exceads the greater of)

& 0% of the projested benafit abligations at that dale; or
e 0% of the fair value of any plan azsats at that date.

Any recognised actuarial net gain o loss excesding the greater of these two values is generally
recognised in the consolidated ncome statement cver the expected sverage remaining service
periods of the employees participating in the plans. On adoptlon of IFAS on 1 December 2308
cumulativa actuarial gaing and losses were deemed to be ol as pesmittad by IFRS 1.

For defined contribution plans, the Group pays contributions fo publicly or privatesy administared
pension plans, Once the conlributions heave been paid, the Group, @ employer, has no furlher
payment abligations, The Group's contributions are charged to the conaolidated inoome statamant in
the reporting perod B owhich they relate and e included in staff costs

Share besed compansation and casl inoantive plans
The Group has varous share bazed compensation and cash incentive plans sponsored by AN

The Group accounts for options and awards undet ecuity satlled share based compensation
plaens, which wara granted after 7 Novemnber 2002, antil such time as thay are fully vested, using the
fair vaiue based method of accounting fthe ‘fair value method '

Under AlG's eguity settled share based compenzation plans, the faly valus of the employes
sarvices receivad In axchange for the grant of sharas andd/or options is recognisad 85 an expanss In
prodit ar loss over the vesting period, with a comesponding amaunt resorded In eguity. Any amounts
recharged from AIG ciearly related o equily seitfed share Dased payment arangemenis are offset
against the amount recordsd in eguity,

The izl amount o be expensed over the vesting pericd s determined by reference to the falr
vaive of the shares and/or oplions granted, Noa-market vesting conditiong (for examgple, profitability
and pramium income growth targats] are incheded in assumplions aboad the number of shares andior
options that are expectad o be issued or becoime exercisabla. At each perod end, the Group reviees
its eslimates of the number of shares and/or optians that are expected o be Esued or becoms
exercizable. b pecognises the impact of the revigion to oiginal eatimates, i any, In profit or loes with a
corresponding adjustment 2 equty. However, no sebsequent adjustment o ol equily & made after
the vesting date. Where awards of share based payment arangerments vest in stages, each vesting
franche i recaognised 8s 2 separate award, and therefors the fair value of each tranche is recognised
over the applicable vesting pericd,

As the falr value of the cpfions which AIG uses for ds employes schemes cannot be compared to
opticns avallable in the markat, the Group estimates the fair value using a Dinomial lattlee madel. This
modal reguires inputs such as share price, aexercise prce, implied volalility, risk free interest rata,
expacted dividend rate and the expected life of the option.

Where modificaton or cancellation of an eguity settled share based compsnsation plan ozcurs,
the grant date falr value continues o be recognised, togethar with any incrementsl value arising on
e date of madification if non-market conditions ara met.

Under AlG's cash setiled based compensalion plans, the fair value af the employes services in
exchange for the grant of cash setiled award s recognised a5 an expense in profit or loss, with a
corresponding amaount recorded in fakility. At the end of each reparting perad, any unsaitled award
Is remeasured baszed on the change in fair value of the underying asset and the lability and expensa
are adjustad accardingly.
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2,18 Provisions and contingencies

Provishons are recognised when the Group has a present legal or constructive ebligation as a
result of past evants, it is probabbe that an cutfiow of economic resources will be required to settie the
obligation, and a reliable estimate of the amount of the obligation can be made. Where the Group
expacts a provigion o be reimbursed, for exampde under an insurance contract held, the
reimbursement is recognised as a separate asset onky when the reimbursement is virtually certain,

The Group recognises a provision for cnerous contracts when the expected benefits to be
derved from a contract are bess than the unavoidable costs of meeting the cbiigations under the
contract,

Contingencies are disclosed if materal and if there is a possible future obligation as a result of a
past event, or if there is a present obligation as a result of & past svent, but either a payment is not
probabie or the amount cannot be reliably estimated.

219 Leases

Leases, where a significant portion of the risks and rewards of ownership is retained by the
Group as a kessor, are classified as operating leases. Assets subject to such leases are Included In
property, plant and equipment, and are depreciated to thair residual values over their estimated el
lives. Rentals from such leases are credited to the consolidated income statermen! on a straight kne
basks over the periad of the relevant lease, Payments made by the Group as lessee under operating
leases jnet of any Incentives received from the Bessor) are charged to the consciidated income
statermnent on a straight line basis over the period of the relevant lease. The Group classifies amounts
paid 1o acquine leasehold land as an cperating leass prepayment,

There are no freshold land interests in Hong Kong., Accordingly, all land in Hong Kong is
considered 1o be hald under operating leases. The Group classifies the amounts paid (o acquire
leasehold land as operating lease prepayments. Such amounts are included within 'Other Assats’,
Amortisation is calculated to write off the cost of the land on a straight line basis over the terms of the
lease, which are generally between 19 and 886 years,

2.20 Share capital

Issuad capital represants the nominal value of shares issued pius any share pramium raceived
from the issue of share capital.

Shara Issue costs

Incremental external costs directly attributable to the issue of new shares are shown in eguity as
adeduction, net of tax, from the proceeds of the issue,

Oivicernds
Dividends on ordinary shares are recognised when they have been approved by shareholders.
2.1 Disposal groups classified as held for sala

Disposal groups are classified as held for sale it thelr canying amounis will be principally
recovered through a salke transaction rather than through continuing wse. This requires that the
disposal group must be avallable for immediate sale In its present condition and its sale must be
highly probable. The appropriate leved of managemeant must be committed to a plan fo sall the
disposal group and the sale should be expected 1o quakity for recognition as a completed sale within
ane year from the date of classification.
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Dsposal groups classified as held for sale are measured at the lower of canmying amaount and fair
value less costs to sell. Any subsequent increase in the fair value less costs o sell is recognised as a
gain but not In excess of the cumulative impairment boss that has been previously recognlsed.

2.22 Presentation of the consclidated statement of financial position

The Group's insurance and investment confract liabilities and related assefs are realised and
sattied over periods of several years, reflecting the long term nature of the Group's products.
Accordingly, the Group presents the assets and Habifitles in its consolidated staterment of financial
position in approximate order of Bguidily, rather than distinguishing current and non-curren? assets
and liabilities, The Group regands iis Infangitle assels, Investments in assoclates and joint ventures,
property plant and equipment, investment property and deferred acquisition and arigination costs as
non-current assets as thess are hedd for the longer term use of the Group.

2,23 Earnings per share

Basic samings par share is calculated by dividing net income availabie to ordinary shareholders
by the welghted avarage number of crdinary shanes in issie during the yaar.

Eamings per share has aleo bean calculated on the oparating profit before adjusting ttems, after
tax, attribwtable to ordinary shareholders, as the Directors befeve this figure provides a bether
indication of operating performance.

For diluted eamings per share, the weighted average number of ordinary shares in lssue is
adjusted 1o assume conversian of all dilutive potential ordinary shares, such as share options granted
to employess,

Potential or contingent share issuances are treated as dilutive when their conversion to shares
would decrease net eamings per shara,

2.24 Fiduciary activities

Assets and Income arising from fduciary activities, together with related undertakings to retum
such assats o customearns, are excluded from the Financial Information whara the Group has no
contractual rights to the assats and acts i a fiduciany capacity sUch as hominea, trustés or agant,
2.25 Consolidated cash flow statement

The consolidated cash flow statement presents movements In cash and cash equivalents as
shown in the consdlidated statement of financial position.

Purchases and sales of financial invesimenis are inchuded in operating cash flows as the
purchases are funded from cash flows associated with the origination of insurance and nvestment
contracts, nel of paymants of related Denafits and claims. Purchases and sakes of investment propearty
are included within investing cash flows,

2.26 Related party transactions

Transactions with related parties are recorded at amounts muteally agreed and transacied
between the parties to the amangement.
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3, Exchange rates

The Group's princlpal overseas operathons during the reporting perod were located within the
Azl Pacific region. The results and cash flows of these operations have besn translated into US
Dollars at the following average rates:

U5 dodlas exchonge rates

Six months  Bix months
wnidod

Yoof ended  Year onded  Yoar ended eridid
30 Movember 30 Novembar 30 Movember 31 May 31 May
2007 2004 2006 2009 2010

HOMG KONg o.oovv e iinnnnannin .80 T.79 7.7 7.75 T.77
Thabied oo 34.69 3321 a4.47 36.19 32.78
SINGAPOME .. .ov vt 1.5 1.4 1.45 1.50 1.40
MERYBI oy e O e 346 a3 3.53 3.59 3.3
ChIMA . . .ovivnr i 7.85 6.99 6.83 .84 6.83
PEMEI™ o, v g g20037 104792 1,287.00 1,362,400 1.146.79

Assats and liabllities have been translated at the following year end rates:

U5 dolfar axchange rates

i at s at Aol As al
30 Hovembaer 30 Nowembar 30 Novembar 31 May

2007 2008 2009 2010
HONG KOMG .o oveeeeeia e aneareeanen 7.79 7.75 7.5 7.79
i O R e I 33.85 35.52 33.24 32.56
SOOI - s min v wia A e 1.45 1.51 1.38 1.40
M - R e e e g 3.38 ag2 3.39 3.30
e —— 7.39 6.83 5.83 6.83
I T E e R 081 146843 116279 1,194.74

Exehangs rates are axpressaed |n units of [ocal cumancy par LIS$1.

4. Changes in group composition

This note provides detaiis of the acquisitions and disposals of subsidiaries that the Group has
made during the reporting perod, fogether with details of businesses held for sale. Principal
subsidiary companies are isted in Note 43,

Acquisiions

On 27 November 2009, the Group acquired 51% of the share capital of Ayala Life Assurance
Incorporated (subsequently renamed BR-Fhilam Life Assurance Corporation ('BFLAG')), a company
carrying on life insurance business in the Phillppines, and enlered a distribution agreement with Bank
of the Philippine islands B8P o distribute BPLAC's products, for consideration of LISSS0m,
including the purchase price adjustmant that was finalised and sattled In May 2010 and acquisition
Comsls,

The profit after tax contributed by BPLAC for the year ended 30 November 2009 s Insignificant
as a consequence of the transaction completing at the end of the Group's financial year, Revenus and
profit as though the acquisition had ceourred on 1 December 2008 are nat material 1o the ALA Graug,
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Details of the provisional tair value of the assets and liabilities acquired and the goodwill arising
have been updated at 31 May 2010 to reflect the finalised purchass price adjusiment and additional
Information that became available In the measurement period are sat out as follows:

Prowisional
Tair valsas

Adgustrents Rrvismd

nﬁnrl-d at in the six rovisional

¢II'!HW 30 onths endad  {air values at
31 May 20107 31 May 2010

UEsm
BPLAC
angbe assebe. o e s s ey - i5 o 24
Deferred acquisition costs (valus of business
B RO e e R e e e - 31 - K3 |
Property, plant and eguipment ........c.oc000an a 8 - &
T T e R R T 13 13 1 14
Loans and recehvables ... v ieiieirarninning a5 &7 - &7
fvestment securlties . .. .. . i i i 245 248 1) 245
CARTRT ERRBNEE - v i i <] 5 — 5
Cash and cashaquivatants ... ............... 2 2 - 2
Irsurance and Investment contract llakilities ... ... 281) [281) - 281}
Deferred tax assats.a'mahhnesj .................. a 1n 3 (20
Cther liabikities ....... T T - _ 8 s _I5)
Total net assats wqum .................... 56 B3 & Bo
L J —— - —
Less: non-controlfing interests aoquired ......... (44 [L1=]
Netasseteacquired ..........c0vivnrnnnnius 39 43
Fair value of purchasa consideration .. .......... 46 49
ACQUIBIHON COBIE ... i i e s e o 1 = : 2
Total purchase consideration ................ — _4T o 50
Goodwill arising on acquisition . ... ....... cer =3 == T
Fair valus of purchase consideration ... ..._.._. 47 50
Less: deferred considemntion ..., ..ocovnieinnnasn {17) {5}
Less: cash and cash equivalents in acquired
SUESIHRNY o ni v s as e e e T _ e _2
Matcash oulfbow ..............niiiniiias 28 _4a

ote: (T) The agjustments i the six moning enoed 31 May 2070 arse fom the uedate of farr vale informaion in the
megurament paiod and the effect of the fnaisation of the purchase price adustment wich was besed on nel worth
of BPLAG af it dade of scouision.

On 30 Movember 2007, the Group acquired a further 50% of the share capital of Grand Dasign
Developmant Limited ("Grand Design”) for cash considaration of US$233m. Grand Dasign Is a holding
company with a 90% Interest in the share capltad of Bayshore Development Group Limited
"Bayshara”), which owns a propesty in Hong Kong, Prior to the scquisition of this Intereat, the Group
held a &0% interest in Grand Design. After such apquisition, the Group held a 100% Interest in Grand
Dasign. Prior to 30 Nowvaermbar 2007, the Group had accounted for its interest in the shane capital and
sharehaldar koans of Grand Design as an associate As a consequeance of the acquisition of the further
80% interest in Grand Design, the Group conscfidated Grand Design and Bayshore.

Also on 30 November 2007, Bayshore obtained banking refinancing of LS$539m, which enablsd
Bayshore to repay certaln sharehoider loans, incleding accrued interest. The Group received
LUS3204m for its share of thesa shareholder loans, which axcesded the Group's camying value of
Grand Design of US§18m. As this refinancing occurred concurrant with the Group's acquisition of
the further 50% of the share capital of Grand Design, the Grosp did not recognise a gain on this
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repayment, considering it to be a raduction in the purchase consideration payabils for the further 50%:
Interest in Grand Cesign. Curing 2008, a final purchase price adjustment of LISH1m was received by

the Group.

Details of the fair value of the assets and liabllities acquired and the goodwill ansing are as
follows:

Falr walus  Carrying amount
USSm

Grand Design
Property, plantand equipment .. ...... c oo i ii i iiiiaiasiiainans 19 17
e AT e ey ey 89 78
L T O S R R S S U 2 T
TN BB oo covrvicn s e s S R e R R A B39 283
Coash and cash oguivalents ... .. iiriieiiirirramasssnsaniasnnen 26 26
BRI INEI . e s w4 B s W Wl (5d4) {S444)
Iy e IR S o i i L i im0 2} -
e I iy o o i e T s e e e W Lk s e B _m i)
Netassats acquired . ...........ocoiiiniinaiaiiaiinniinasaiaiene 218 {44}
Repayment of shareholdams I0ans . ... ... . o it iiiaiiiiaiaeen 14
Fair value of purchase consideration ..............coriiivieranraes 233
Less: cash and cash equivalents in acquired subsidiaries . .,............ _I28)
UL Oy EOTIIONNE . o 4 i o ia s m o b oR R SR R W AT AT R R R 6 207

Dwring 2008, the Group acquired a further 50% of the share capital of AIG Consulting Services
Company Limited., The fair value of the net assels acquired and purchase congideralion are
considered immaterial. Prior to the acquigition of thig interest, the Group held a 50% interast in AIG
Consulting Services Company Limited. After such acquisition, the Group held a 100% interest in AlG
Consulting Services Company Limited.

Disposal

Cn 27 January 2010 the Group dispossd of AIA Bermuda Services Inc. and complated the
transfer of a block of life insurance poficles by way of a business transter 10 American Life Insurance
Campany [ALICO') for an apgregate consideration of US$1, The loss on disposal of these assets
which were reported as hetd-for-sale as of 30 November 2008, was not material,

in October 2009, the Group sold its 60% interast In PT. Asuransi Al Indonesia for US$65m. The

loss on sale was LIS$29m before tax. The Group continues to operate in Indonesia through its whally
cwned subsidiary PT AlA Financial,
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5. Operating profit
Oiperating profit may be reconciled to net profit as follows:

onr endod  Yoar onded Yamr andod anded
30 November 30 Nowembar 30 Novamber 31 May 31 May
003 00 Faln] 10
HNola winaiaditad
LESm
Operating pofit .. T, | 1,652 1,865 1,781 923 1134
Mon-cperating investment
Invagtmaent sxpanancs . 3840 {1oged 56 2589 04
Irvagtmsant incoms related 1o
investmant-Inkesd contracts | il Bl o8 b’ n
Invistient Managonmsn] s
rated 10 investment-nsed
contracts .. i il (1o 18 el M
Ceeraspanding changes in
irvsurancs ard investmant
coriract Babifties for
invastmant-linked contracts _ ., {2453 5919 LR L] §2.237) dad
Coméspanding changas in
isurancs contract kabdities lor
participating funds , ... ., (30 1502 T (188 11
Coamgsponding changes in third
party interests in consolidated
invegtmand funds . . . k] k] B2 (132 12
Mof-operating vwestiment rlurn BT {2415 GRS 35 M5
Chier fon-operating items:
Changes in insurance and
invastrmant comract labikties for
policyhoicers’ tax on cparahng
=L T = 74 54 25 a7
Gain on recapiure of rensLrance
Train former parent company . . - 447 - - -
Fastructuring and separation
coats ; : - 11 B4 (285 (18
Mon-aperating items .. N Bar {1,801} 630 345 34
Profitfloss) bdoro tax . ... .. 25T {25 2411 1268 1,438
== =T ] e e
Tax on operating profit .., PP 1ty 2r4) =L 178 230
Tax on non-operating Mems . . .. (18 518 [Pt (105} (BE
CAher non-operating tax (tems:
Poboyholders’ tax on oparasng
proft ..o, o {E0} ra} Gy 25 (5T}
Faleaso of vathnokdng Tax
provision - 275 - - -
Tax (axponsaicracit 1) 445 15 (308} 13T
Matproft. . ..ol 1,528 413 1,057 el 1,082
Oparating profit ., T 1,652 1856 1,781 8923 1,134
T on operating profit [ZERE) (274} (336 (175} 30
Oparating prolit after tax r 1,081 1555 1,443 T48 04
Oparating profit afhar b it tabie fo:
Sharsholders of ALA Group
Limited .. .......... . 1,270 1,588 1,438 T47 Bag
Mon-controfing interests . ....... ek T & 1 &
a2
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Non-oparating items consist of restructuring and separation costs of LS$18m [six months ended
31 May 20089 (unaudited): US$25m) for the six months ended 31 May 2010, Restructuring costs
represent costs related to restructuring programmes and are primarily comprised of redundancy and
contract tarmination costs. Separation costs are those significant and identifiable costs related to the
Group's separation from AIG,

During 2008, the Group paid US$180m to its then immediate parent, AIRGO, in full and final
sattiement of the recapture of a portiolio of reinsurad rieks and the transfer of a refated portfolio of
financial assets. The fair value of financial assets received exceaded the Insurance and investment
confract liabilities, deferred acquisition and origination costs, and this fee, resulting in a gain on
recapture of USH44Tm Other items in 2008 considered to be non-operating in nature consist of
restructuring and separation coats of US$10m and the relaase of a provision for withholding tax, as a
tax treaty was clarified during 2008 which resulted in the release of tax liabilities for withholding tax on
profits to be remitted to Hong Kong In the amount of US$275m,
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8. Total weighted premium incemea and annualisad naw premiums

For managensnt decision making and Internal performance management purposes, the Group
measuras business volumes durng the period using a perdormance measure rafemed to as total
weighted premium income [MTWPI™), while the Group measures new business activity using a
performance measwe referred 1o a8 annualised new premiums (“ANF"), Both measures are reported
gross of reinsurance ceded,

Total welghted premium Income consists of 100% of renewal premiums, 100% of first year
premiums and 10% of single premiums and includes deposits and contributions for contracts that are
accounted for as deposits in accordance with the Group's accounting palicies.

Management considers that fofal weighted premium Income provides an indicative volumse
measure of transactions undertaken in the réporting periad that have the potential to genarate profits
for sharehciders, The amounts shown are not intended o be indicative of premium and fee Incomse
recorded in the consolidated Income statemeant.

Anrivalised new premiurms was introduced in 20089 as a key intemal measure of new business
activities, which consists of 100% of annualized first year premium and 10% of single premium.
Annualised new premiums excludes renewal premiums and first year premiums are reporied on an
annualised basis.

Siw mrontha  Six months
Wanr anded Foar anded Yoiriwr v anded wnvbod
30 Moverber

30 Nowembar 30 Movembaer 31 May 31 May
TWPI 2007 2008 2009 2000 2010
- unauttad

Usgm
Total weighted premium income by
gaography

Hong Ko s oiaiiesisinsinsanas 2,845 2918 2,861 1,285 1,340
) B il s L A L W e e 2,164 2,381 2,373 1,072 1,222
L T e 1.514 1.641 1,824 Ti7 798
MAGRIERG J i R e R e Ga7 Tar a7 342 240
L I R e R T P e A e 806 934 1,018 459 519
L 2178 2,268 1,759 827 89
OtharMarkals ... o0 rvss 1,184 1,365 1,380 618 L]
TR s i S R 11,358 12,203 11,632 5,330 6,022
Firat year premiums by geography
O KON - s e e e T 482 414 asr 17 155
Thalend ... icicvicirataaiananas am 126 ar 143 168
SEECN & v v e e 118 138 111 43 62
WARERUREE <y roeiniea el bobel il 78 o 93 47 &7
CIAnE . e TP 161 160 1685 T2 85
BB o e it o B B 583 BEd 22 165 155
Cither Markets . ..ovvivinnrnrnans 296 325 358 163 146
TR g s e e 2,116 2,119 1,744 T46 820
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S months  Six months
Yoor eevded Yaar endad Yaar ended andod o

30 Novernber 30 Novembar 30 November 31 May 31 May
TWFI 007 7008 2008 009 2010
== umandiied
UsSm
Single premiums by gecgraphy
R TG v v v am s ae ot i B23 475 i75 o 43
Thmberd oo s T s s 29 158 11 a7 72
SINGAPOI v cao i i aea 1,187 252 400 59 14
1 RN PR SRS 197 a3 3z & 15
| T e 380 193 165 a0 G
PR bt S L Y D T40 457 T 21 83
Other Markets ........ocoevaennin _g.‘-'_s_ __Eﬂ 119 &7 65
TR =i e e e e e e 3,679 2,575 1,000 arno 487
Renawal premiums by geography
Hng B s g pis, yn s e s w e 2.274 2,458 2,487 1,161 1,181
Thaleng o i 1.853 2,009 2,024 22 1.047
SHNGIOPOM & o . vos vesnrrir s rrnsasre 1,280 1,407 1,373 6E2 rel
L] T R R e 578 627 B11 294 KB
WIS i G607 TEG 835 388 427
B B RS 1,421 1,550 1,429 580 B25
Other Markets ... vvvnranrans _B 105 1,020 450 G13
[ - T ST Y B.874 9,827 8778 4,547 5,145
S months  Six months
Yar ervdid andad ended
30 Howambser 31 May H May
ANF 200 H 2010
- unaudiad
USSm
Annualised new premiums by geography
e 3 e g o R e A PN e 387 130 165
Thailand .. e arz 156 181
ORI 5 0 o e S VOO b b e Bk P e e B 162 Gd &2
= 108 54 61
PR« & et st o e b s 5o R B B b o 4 w7 - a 92
PRy sy o o g T o S A AR 8 340 145 146
Char hareaBll o S i P e R an 148 160
TP i = 3 i K N, i e W e 1,878 773 aa7
Note: (1) ANP for Other Markets avcivdes the mew busmess ectiities of PT. Asurans! AFA indonesia which was olsposed in

Dchober 2005,
7. Segment information

The Group's operating segments, based on the reporting received by the Group's Exco are each
of the geographical markets in which the Group operates. Each of he reportable segments, other
than the "Corporate and Other' segment, writes life insurance business, providing life, pensions, and
aceident and health products to customers In ite local market, and digtributes related investrent and
other financial services products. The reportable segments, as required to be disclosed separately
under IFRS B, are Hong Kong, Thalland, Singapore, Korea, Malaysia, China, Other Markets and
Corporate and Other. The Group's Hong Kong reportable segment includes Macau, The Group's
Singapore reportable segment Inciudes Brunel. Other Markets primarlly includes the Group's
oparations in the Philippines, Indonesia, Vietnam, India, Australia, Mew Zealand and Taiwan. Thea
activities of the Corporate and Othar segment consist of the AlA Group's corporate functions, shared
sarvices and sfiminations of intragroup transactions.
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Because each réportable segment other than the Corporate and Other segment focuses on
serving the lite insurance needs of ifs local markat there are limited transactions batween reportable
segments. The key performance Indicators reported in respect of each segment are:

*  annualised new premiums (since 20049);

® total weighted premium incame;

* investment income (excluding Investment Income in respect of investment-linked contracts);

®  operating expenses;

& operating profit (sea Note 5

*  oxpense ratio, measured as operating expenses divided by total weight premium income;

& operating margin, measured as operating profit isee above) exprassed as 4 parcentage of
total wesghted premeum incorme; and

e operating retum on allocated segment aquity, measured as operating profit after tax
attributabie to sharaholders of AlA Group Limited expressed as a simple average of opaning
and chosing allocated segment equity (being the segment assets less segment labilities in
respect of each reportable segment less non-controfiing interests, fair value and foreign
curmency translation reserves, and adjusted for subordinated intercompany debt).

In presenting nel capital infout) fliows 1o reportable segments, capital ocutflows consist of
dividends and profit distributions to the Corporate and Other segment and capital inflows consist of
capltal injections into reportable segments by the Corporate and Other segment. For the Group, net
capital Inflout) lows reflect the net amount recelved from shareholders by way of capital contributions
less amounts distributed by way of dividends.

Business volumes in respect of the Group’s five largest customers are kess than 30 per cent of
premiums and fes incoms,
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8. Revenue

Investment retum

INEerest income . ... ... . e ieaas
Dividend Incoma ...covvvsinannins
Rentalincome ..... ..... 0000000,

Investmentincome ..............

Available for sale

Met realised gains/losses) from debt
securities aii

[ pairryent n! dem secuntlss .......

MNet gaina/{losses) of available for
sale financial assets refiected in
the consolidated income
statement ... .. .. ... .. ......

At fair value through profit or loss

Met (lossesiigains of debt
SACUMER . . . ovvvr v

Met gains/{losses) of equity

Met fair value moverment on
derivatives . ....cou i viiiinenais
HNat gains/{losses) in respect of
financial assets at fair value
through profitorloss. . .........
Met foreign exchange
(lossesl'galns . oovviiavianaiainais
Othar realised (ossesigains . ... .. ..

Investment experience .. ... ... ...
Investmentretum ... ... ... ... ...

S months  Siz months
b

Wanr ended Foar onded Yaar anded anded
30 Novembar 30 Novembar 30 Novambesr 31 May 31 May
2008 2009 ol 10
unatsdited
USsm
2,550 2,958 2913 1,418 1.588
184 203 147 1 129
25 63 67 368 a4
2,769 3,224 3127 1,528 1,749
1 (20) (1&2) (V3} 54
- (142) 67 (&1} {1)
1 (232) (229) (44) 53
(227} {1,117} BA5 a3 10
4,080 (5,958} 5,506 2,853 3
100 (247} 273 120 a7
3,903 (10,332) G414 2161 04
(252} 200 (426) 226} 51)
2 42 143) 2} 2
3,540 {10,222} 57168 2,889 04
6,409 (6,908) 8,843 4,414 2,053

Othar realised {lossesigains for the year ended 30 November 2008 ncludes LIS$Sm of
impairmant loes relating to the disposal group held for sale (see Note 11 for further information) and

LIS$29m loss before tax relating to the disposal of PT. Asuranst ALA Indonesia

Foreign cumency movements resdlted In the following (lossasigalng recognizad in the incomss
statement (other than gains and losses anising on items measured at fair valus through profit or loss):

Foreign exchange lossygain .......

674/774

S months  Six months
Yenr sndod  Year anded Yomr anded andad anadod
M Hovember 30 Movembar 30 Novembeer 31 May 31 May
2007 2008 2000 200rg 210
unaucied
LSSm
(228 227 {140y {100} {&3)
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Other operating revenue

Galn on recaplure of relnsurance
from former parent company (see
e o R S

CHher revenue . covuvaivvsssnsanins

Total ....

S maonthe  Six momiie
aar anvded Yaar onded Yoar ended andad andad
30 30 Movembser 30 November J1 May 3 May
2008 2000 20
umnaLdited
L

— 447 - = i

1 9 n % ¥

(id 526 2} 6 ¥

The balance of ather Dsjﬂl‘.iting fevanua Ia:'g:al',,l cansists of asset managament fees.
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6. Expenses

Yaear anded Vil estvilinc Waar anded Six maonihe S moniine
30 NowemBer 30 Novembes 30 Nowember  ended 31 May ended 31 May

2007 2008 2009 20089 2010
unmuaditad
USSm

Insurance contract benefits . . ... 4,555 5,402 5,375 2,626 2.820
Changea in insurance contract

labdittions ..ol 5233 {1,898 6,275 2 a52 1873
Inwestmant contract benafits . . 1,228 {2,047 2,164 1,004 {118}
Insurance and investment

contract benefits .......... 1,016 1,457 13,814 6,582 4677
Insurance and Investmeant

contract benefits ceded ... ... (653) [248) {251) 115 1183}
Insurance and investment

contract benefits, net of

ceded relnsurance . .. ... .. 10,383 1,209 13,563 6,467 4514
Commissions and other

acquisition expenses

incummed s e 2.282 2.2649 1.855 788 2933
Defarral and amortisation of

scquisiioncosts . .......... 11.335) [T05) [207F) (BT} 273)
Commission and other

acquisition expenses . ... ... 947 1,563 1,648 7ai 660
Employes benefit expanses .. .. 585 639 10 280 3ar
Depreciation ......... i 45 51 &7 36 &0
AMOTHESABON . ..o T 3 9 3 &
Cparating lease rentals ........ 81 a4 Q0 49 43
Other opefating expansas . ... . 244 202 215 a9 100
Operating expenses ......... 052 1,080 281 467 525
Restructhuring costs . ....o00uus = 8 11 7 1
Separaon Costs ... .vvaiiain — 2 78 18 17
Restructuring and separation

SO e e e — 10 89 25 18
Irvestiment management

EXPRITBER . .0 i e a2 103 &9 41 48
Finance costs . .....oocuvenns 203 159 50 a2 4
Change in third party infterests in

consalidated mvestment

O i e e 80 31 164 132 {12}
Tolal & N R 12,847 3,814 18,584 7,885 5,757

Cther operating expenses include auditors’ remuneration of US$dm for the year ended
30 Movemnber 2007 USEEm; for the vear ended 30 November 2008: US$8m; for the year ended
30 November 2008 USHBrm; six months ended 31 May 2009 (unaudited) LIS34m). Operating
expansas include strategic initialive expénses of US534m (for the year ended 30 November 2007:
LSEnil; for the year ended 30 November 2008: US$H25m; for the year ended 30 Newvember 2004:
LIS$52m; six months ended 31 May 2009 {unaudited): USS$20m). Strategic initiative expenses consist
of expenses for enhancing distribution capability and operational efficiency and are approved by the
Group's Strategic Inltative Office.
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Investment managemeant axpenses may be analysed as:

S montha  Six e

Year ented  Year ended  Year ended anded anwdedd
30 November 30 November 30 November 31 May 31 May
008 Faln] o
unaudited
Ussm
Investment management axpanses
inchuding fees paid 1o related
PRSI 88 101 87 40 48
Depreciation on investment
e o AR IR TSR AN . _2 2 ! =
ol L T b2 108 B9 4 48
- E = = —_

Finance costs may be analysed as:

Sin months S meonthes

Yaar endaod Faar aonded Yoar anded andad andod

30 Movombar 30 Novoembar 30 Novembear 31 May 3 May
0T

008 20 2008 ]
unatadited
Ustm

Securities lending and regurchase

agreaments (sea Note 30 for

Otals) .. ovei i SR R 183 134 44 28 2
Bank and otherloans .. ........... 1 18 5 3 2
Redated party bommowings (ses Note

I 9 rd 1 —
Total ... ... .o s 203 158 50 az 4

Interast axpanss includes USE2m (lor the year anded 30 Novembsr 2007: US$10ny for tha year
ended 30 November 2008; USSESm: for the year ended 30 November 2009; USE5m; six months
ended 31 May 2009 (unaudited) US32m) on bank loens, overdralts and retated party loans whally
repayable within five yvears.

Employes benafit expenses consist of;

S months Six it
Yo endod Faar anded Yoamr andad andad andad

30 Hovember 30 Movembar 30 Movembar 31 May 31 Mary
2007 F0E 2009 i 2010
unaudited
Ustm
Woages and salaries . ....cvvennenn 454 4oy 477 221 282
Share based compensation ........ 11 19 B 4 &
Pansion costs — defined contribution
310 e R M e T 20 27 30 15 16
Penslon costs — deflned benefit
) T N R R e 12 12 14 5 T
Cther employes benelit expenses ... _‘r';l!l _B4 _'ﬂ 35 _2r
TR o e s e 585 630 G0 280 337
— — — —_— —
=66
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10. Income tax
SN months  Six months
Year ended  Year ended  Year ended andad anded
30 Novermnber 30 Movember 30 November 31 May 31 May
2007 2008 2005 2000 20
unaudited
UsEm
Tax charged/|{credited) in the
consclidated income statement
Current income tax — Hang Kong
Prosfils T&E . v o vnevnvsmsuwsnssias a9 a7 34 13 17
Current income (ax — overseas . .... 425 364 287 121 273
Ceferred Income tax on emporany
ilerances .. ... 187 ﬁﬁ 333 m _80
Tl s e e e B51 w 654 205 ars
] —— - ——

There are no cument tax assets recoverable in more than one year.

The tax benefit or expensa attributable to Singapore, Malaysia, Australia and New Zealand life
ingurance pollcyholder returns is included in the tax charge or credit and Is analysed separataty in the
consolidated income statement in order to permit comparison of the underlying effective rate of tax
attributable o shareholders from year (o year, The tax attributable (o policyholders” retumns included
above ts LUSET0m charges (for the year ended 30 November 2007 US$70m charge; for the year ended
30 November 2008; US$20m credit; for the year ended 30 November 2009; LS$137m charge; lor the
sl months anded 31 May 2009 (unawdited) LS$46m charge),

The provision for Hong Kong Profits Tax is cafoulated at 18.5%, starting from the year of
assessment 200809, In previous perods, the Profits Tax rate in Hong Kong was 17.5%. Taxation for
overseas subsidlarles and branches s charged at the appropriate current rates of taxation ruling In
the relevant jurisdictions of which the most significant jurisdictions are cutlined below,

Six months  Six months

¥aar andad Ve anded Yot endod andad anded
30 Movember 30 Novembser 30 Movesmber 31 May 31 May
2007 2008 2000 2009 2010

TN v v v me b i s w s 0% 0% 0% 0% 30%
SpENG oo e e 18% 18% 178 18% 17%
PROPRN i w0 i er.5% 27 .5% 24.2% 24.2% 24.2%
1 T YRR R bR S 27% 26% 25% 25% 25%
I s s e R e T 25%/33% 25% 25% 25% 25%
Hong K ..o i ousnlid st 17.5% 16.5% 15.5% 16.5% 16.5%
CHRBE i b G AR 20% - 35% 20% - 35% 20% -30% 20% - 30% 20% - 0%

The table abowve reflects the principal rate of corporate income taxes, as at the end of each year/
percd. Tha rate changes reflect changes to the enacted or subystantively enacled corporate lax rates
throughout the pericd in each jurisdiction,
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S months  Six months
Yoor enced  Yenr endded  Year snded anded anvded
30 Novemniber 30 Novembar 30 November 31 May 31 May
2007 008 2008 008 2010
uriasldiled
Ussm
Income tax reconciliation
Profit/{loss) before income tax . ... 2,579 (32) 2,411 1,268 1,438
Tax calcuiated al domestic tax rates
applicable to profits/{losses) in the
respective countries . ... ..., £10 & 5449 292 333
Reduction n tax payable from:
Retease of provision for
withholding tax ... ccovaannnn -_ (25 - - -
Life insuranse laxt, ... ... — {108} - - (15}
Exempt Investment income . ... 17 @3 (38 1 f25)
Changes in fax rate and law ... f24) {44} - == fi<]]
Resease of provisions for
uneartaln tax positions . ... . - (10} - - -
Amaunts over provided in prior
= S L] 3 ) 2} -
Unracognised deferred tax
o - - - 2} @amn
R, i S S et = _ i — - -
51 477) {42) i1 79
Increase in tax payable from:
Lite insurance faxte, . .. ... ... 19 - T B -
Withholding taxes .. ........... ar - 12 4 18
Disallowed expenses . ........ ; 3 20 43 & 11
Changes in tax rate and law .. - - - - 32
Amounts under provided In prior
VNI - g e b - - - - g
Unrecognised deferred tax
R e 12 7 4 - -
Proviskans for unceriain 1ax
OB S S 3 - 3 - 42
L 17 — 15 B 13
a2 27 147 24 122
Total income tax
expansefcredit) ... ... _........ 651 (445) 654 305 376
—— — — Crm—— —

Noted (1) Life insurance tax mefers o the permanen! difgrences wivch arise where the i regime specilic to the We nsurance
business doas nof adapt maf income &8 the besis for caiculating faxable proft, for axample Hong Kong, whane ife

blsness aatie paoll i derfvad from e privtiamm

[ Asisata of & prewision for witihoiding tee of UISSITSM fadowing clanficancn of & tax reaty with Morg Kong.
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The movernent in daterred tax liabilities In the period may be analysad as set out below:

30 November 2007
Revaluaticn of financial
IRBITUMSRES ... nremintrn
Deferred acquisition costs ... ...
Insurance and Investment
conlract Habilites ...........
Withholding taxas . ............
Provision for expenses ., . .......
Losses available for offset
against future taxable
NGO i ey e S T
Life surphust™ . _ ., .. .....
[ R R e AR R

30 November 2008
Ravaluation of financial
Inglruments .. . ............
Defarred acquisition costs _, ...
Insurance and Invéstment
contract Habilities ...........
Withholding taxes . ............
Provision for expenses .. .. ... .
Losses available for offsat
against future taxable
TGO . v pom s nmin g
(00T 5T R S e
O o s s s s o iz

680/774

{Chargadlicredited 1o
{c aihed comprahansdve
Not datorred tax _oradited tothe - hw::""“: Nat detorred tax
:l't ﬂm statemont ;:um'w mwnm .p-lrhd.ﬁﬂall -n.d
==

(434} (55) 181 (6] {334)
(1.484) (a8} - {38} (1,620}
T42 342 - 132 1,216
{256) (4] = {14) {304)
150 {2y - (18] a2
B8 (45) - [ 8
{35) {288} - {110 {430}
_ 94 _40 = _1 __(53)
(1,343} {187 1818 (78) (1.427)
(334} 289 {12} a4 77
{1,620} 345 - an {1,244)
1.216 (352} = [31) 833
(304) 261 - =] (48}
a2 22 - ) o]

6 2 = == 4
(430) 161 = 14 {255)
53 .5 X RS = 8
{1.427) 24 AL ... =47
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(Charged)/ cradited 1o
Chargedy  OUOT COMPREnansive. o, 4oierrad tax
rod Do i incoms

Mot delarrad tax — e asseblabality)
aspat{libality} incee Farvalus  Foreign al poghodl
@t 1 Dbt el barmant Ferda Ve ﬂﬂ'ﬂl‘tﬂ- ?ﬂr il
USSm
30 November 2009
Revaluation of financial
InBtruments .. .........c.0.00. Fid {188} {133} &1} (282)
Defarred acquisition costs ..., {1,244) {187} - (41} {1,472)
Insurance and investmeant
confract llabilites . .. ......... 833 170 - 38 1,041
Withholding ta%es ....veenvnis {48) (12) - {3} {63}
Provision for expanses . 68 7} - 2} 50
Lossas available for al‘fsal agaln:il:
future taxable income ., ...... 4 = — . 4
Life srplush o, ovovninannnain {255) {118} = (25} {398}
BT o b bbnbns 45 A b e 18 B - 1 25
1 R i {545] ﬁ} ﬂﬂyﬂ* E} {1,087}
31 May 20010
Revaluatisn of financial
INEUMENE ..o iianaeean 282) (127 210 7 {812
Deferred acquisition costs ... .., {1.472) (49} - 3 {1,518}
Insurance and investmeant
contract llabdlithes . .. ......... 1,041 248 - 13 1,274
Withholding taxes .. _.._.._.... {53y (7l - - (70}
Provision for expenses ... . 58 ] == 5 {35}
Losses available for offsat agalnst
future taxable Income ........ 4 {4} - - -
BT 1 o e RN SN (299) {17 - 1 (415)
[ 1T Y 25 _I?_B} s _1 3
Tl . oo vnpp i {1,087) {B0) 210 4 {1,373)

Metar(1)  Lifs surplus mdates (o the famporany difarsnce which! anses whare the texatae profits ams based on achul gstibutions
froe tha iong terrm fund. This prirmariy reianes fo Shpacons and Malysie
2 & tha fair vile rasene defwred tax charge of USS210m (30 Nowmber 2000 USET33m; 30 November 2008
USE1 2 30 Novernber 2007, USE(TETmy for 2078, USE210m 30 Novenber 2009 LSS138m; 30 Novermber 2008
LESEEm; 30 Novernbar 2007; LRSS §1im) mieles 0 e vale gans and iosses on avasabie for safe Mnancal asses
@ USRI (G0 Nowamber 2009 ASSEM; 30 Novernber 2008 (ASS0UN; 30 November 2007 LSSl mevsles io far
LM G afd! Iosted S ananilafild o Sale fiancul Sideds frandfarmad i mooms 6 Mipotal and irdarmant

Detarred tax assets are recognised 1o the extent that sufficient futtre taxable profits will be
available for realisation. The Group has not recognised deferred tax assels on tax kosses and the
temporary difference on Inaurance and Investment contract llabiitles arsing from different accounting
and statutory/lax resenving methodology for certadn branches and subsidiaries on the basis that thay
have histories of tax losses and there ks insufficient evidence that fuluré profits will be avaitabla,

=70

681/774



EDINETOOOO
000000000000 0O(E24847)
Oooooooooooonoad

APPENDIX 1 ACCOUNTANT'S REPORT

Temporary differénces not recognised in the consolidated staterment of inancial position are:

i Sdx
moanihe months
Yoar ended Yaar ended Year anded efudid endod

30 November 30 Movembae 30 Movember 31 May 31 May
2007 2008 20086 2005 20
unaudited
Lissm

TR IOSERE o T T e e 144 148 148 154 T2
Insurance and Investmeant contract

bttt . o e 7 i 2 ) &2

Tl R T ﬂ E E 247 E

The Group has not provided defered tax liabilities of USS47.7m (30 November 2009: LSS47.7m;
30 Movemnber 2008: US$3.7ny, 30 November 2007: USE20.7m} in respect of unremitted earnings of
operations In one jurisdiction from which a withholding tax charge would be incurred upon distribution
as the Group does not consider it probable that this portion of accumulated eamings will be remitied
in the toreseaable fulure,

Tha Group has unused incoms tax kosses carmied forward in Hong Kong, Vietnam, Indanesia, the
Phiippines and Talwan, The tax losses of Hong Kong can be carried forward indefinitely, The tax
losses of Vietnam, Indonesia, the Phippires and Talwan are due to explre within the periads ending
2012 Mietnamy), 2013 (Indonesia, the Philippines) and 2018 (Taiwan), The group previousty had incame
tax bosses ansing in China, these were fully utitised in the perod to 31 May 2010,

11. Disposal groups hald for sale

Cin 28 August 2009, AlA-B agreed to sell AlA (Bermuda) Services Inc. and transfer a block of life
Insurance policies throwgh a business transfer to ALICC for an aggregate conslderation of LS$1.

As a result, the asseats and liabilities have been presented as held for sale at 30 Movemiber 2009,
Refer to Note B for additional information.

The foliowing table shows the assets and llabdlities of the disposal group classified as held for

sale:
30 Nowambar 2000
[T

Avallable for sals — debl SSEUMtES . o . oo i it i e e e e a. a0
D A e i e i el e s 5
Coeli o COBN OGUIVBIBNTS vvivr s ara s am s e Fea e e s e 3
TR SN oo B 58
mEurancd conract Habilites ... .. . . i iie i e e e a it a s e baaa a7
R O o et £ o S S A R T S e A B R 1
TOME BRBIIIIE . o van oo oo e it s s e W o a7 g 58

-

The sale of the disposal group was completed on 27 January 2010,
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12. Eamings per shara
Basic

Basic eamings per share is calculated by dividing the net profit attributable to shareholders of AlA
Group Limited by the weighted average number of ordinary shares in issue during the perod,

S months  Six monihs
oar endod Faar anded Yt mided andad ahidod

30 t 20 Mowembar 30 November 31 May 31 May
2007 o0 2006 2000 2010
unaistited
MNet profit attributabie to shareholders
of AlA Group Limited USSmM) ... .. 1914 408 1,754 9E6 1,057
Weighted average number of ardinary
sharas in issue milion) . ......... 12,000 12.000 12,000 12,000 12,044
Basic earnings per share (US cents
parshara) ..........ccoc000000 18 a 15 8 ]
Diluted

Diuted eamings per share is caloulated by adjusting the weighted average number of ordinary
shares outstanding o assume conversion of all dilutive potential ardinary shares, As of 30 November
2008, the Group had potentially diutive instruments which were the shares vet to be lssued as
described in note 34. The Group curmenily has no potential dilutive instruments in issus.

Zw monthe  Six months
andod

Yanr endod  Yoar ended Yaar anded onded
50 Novernbes 30 Novembar 30 Novembeer 51 My 31 May
2008 2000 2000 2010

unatsdited
Mt profit attributabbe to sharehalders
of AlA Group Limited (US$m) ... .. 1814 408 1,754 Bl 1,057
Weighted average number of crdinary
shares for diluted eamings per

share fmilllon) ..ooovoeiieona 12,000 12,000 12,000 12,000 12 044
Diluted sarnings per share (US

centepershare) ......cov00vaen 16 3 15 8 g9
Operaling profit per share

Operating prefit {(see Note 5} per shars is calculated by dividing the operating profit after tax
attributable to sharehoiders of AlA Group Limited by the weighted average number of ordinary shares
in Bssue during the year, As of 30 November 2003, the Group had potentially dilutive instruments
which wera the shares yet (o be issued as described in note 34, The Group currently has no potentia
dilutive instruments in lsswe.

Six months  Six meonths
aad endod Yaar andad Yot andid anded axnidind

3 Movernbed 30 Novembar 30 Noveimber 31 May 3 May
2007 2008 2000 2000 2010
unaudiled
Basic and fully diluted [US cents par
| e S e B 14 16 18 8 g
L2
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13. Dividends
Sax onthE  Six montie
Year ented  Year ended  Year ended anded anwdedd
30 November 30 November 30 November 31 May 31 May
007 008 M08 2000 o
unaudited
Ussm
Ordinary dividends deciared and
charged to equity in the pariod .. .. 281 345 25 — —
L L 1 _— - -

Dividends declared and charged to equity refiect dividends declared by the subsidiaries of the
Group 1o their formner parent companies,

LT3
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14, Intangible assets

Distribastion
Computer  and otar
Goodwil  softwars righis Total
USSm
Cost
At 1 Deoambar 2008 ..o s iviavissis srwis sn brd pe v s va 144 81 & 230
Aot - L L e e b e - 22 - 22
Foreign exchange Movemants .....cccvviriinsnninaias 1 - = 3}
A D N DO i i ek s i s o e 145 103 5 253
AICIBONE & o oiiasiowivs v mn anie o s ace W e o he E e - 20 18 28
DEEPOBAIS .. \vvserrorereerancararas e emsrnran - {8) - i8]
Foreign exchange MOvBments ......ociaearsrraianns (1 {5) = B}
At1Decambar 2008 .. .. ... e 144 110 23 w7
AN = o o s A e D S e & 23 & 365
Acqulsition of a subsidiany . ... ... oo i i iiiaia - - 15 15
Erbmpomal: -l L A e A s - {4) {18} #2)
Digposdl of 8 SubmldlEny . .. covaven esren smey var e e 23) {1 - (24}
Foreign exchange moverments . ......icevivne i - 8 {1} 7
A0 Novembar 2008 . ...vovmninnssnsnnnssrnassnninnes 129 136 24 280
" Te 1| | iRt e e R R R e R R — T 2 9
Acquisition of g subsldiany . .vviviaiiaiiaiiinaenaraas = - 9 g
EHRBORE v s e s e wad e  d a a - 3 - 3}
Foreign exchangs movements . .......cooeevnieeanan 2 _{1} _1 _'E}
ALTV NN e e s S R e e 127 139 36 302
‘— L] — | —_ ]
Accumulated amortisation
AT DR 2008 . .y rvpm it o b e =1 (39} — (45)
Amortisation charge fortha year .. ... ..o - {7 = )
Foreign sxchange MOvements ... ... .o.oveoonooroarn - {1} - {1}
A A NovarBar E0B7 Lo e e e b i e i) (47 - [53)
Amortisation charge for the year .. ..covviviini i - {3 - 3}
Ebarmeniie -, Lo S st st L T g - ] - 8
Forelgn exchange rale Movements ... ..cooveaniaun - 3 - 3
A DA B0 i e s A S R e e R (&) 39} — (45}
Amortisationcharge fortheyear . .. ...vvevinniininnr e - &) {1} B2
Dirpogal oF B 8UBSIERAIY . o vavam v s ivsasans saisai i — 1 - 1
Foredgn exchangs rale movemants .. ..o - 3 - 3}
AL B0 Nowerber 2008 . . .. e i e (&) [49) {1} (58)
Amortisation charge for the Year .. .......oooeiienia .. = {5) = i3
Disposal of asubsidiary ... oo i cinnniaeasa - 2 - 2
Foreign exchange rate Movements .. .....c.oecceieases - _in = _i_‘I'}
LS OB 2O s s S A e e S _Em 159 An o (s0)
MNat book value
AL Novwember200T i e e e e e 139 56 5§ 200
A0 e BB ., L C it m i T e b e b 138 T 23 232
A0 Novarmber ZODB L L e s R b s e eades 12D ar 23 233
AtITMay 2000 ... et 121 a8 as 242

Gf the above, USH233m (30 MNovember 2007: US$181m; 30 Movember 2008: US5210m;
30 Novemiber 2009: LIS$224m) = expactad (o be recoverad more than 12 months after the end of the

reporting period,

Goodwill arses primarily In raspect of the Group's insurance businesses. Impairment testing is
perfarmed by comparing the camying vaius of goodwill with the present value of expacted future cash
flerws pius @ multiple of the presant value of the new business ganerated,
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15. Investments in associates

Six monthe
Yaar anded Yimr andad Year anded andad
30 Novembaer 30 Novernber 30 Novembar 3 May
2008 0l 10
UsSm
At baginning of the financial perdod . ... ..., ZB67 63 47 53
Cash distributions (ses hote 4 for defails} . ... ... {180) - - -
F-Ta ]| T 1 - RN P s MOV PO i 48 24 14
i R R A AR S L 27) 17 {1 -
Shate of nat flessiprofit ... iiiiiniinnnn - 28] {21) {8)
R L e g e g e G sk - - - 4
Fonedgn exchange MOVemEnts . ... ...orrrnanns _& L] _4 =
At end of the financialperiod ............... _& & s 63
The Group's interest In Its principal assoclates is as follows:
Parcantage mlarest hald
A% As @t A At Aa al
Country of Type o 30 Moyember 30 Nowember 30 Novembar 31 May
Incorporntion shores held Principal eotivity 2007 2008 2009 20l
AIG Card (Thailand] Thaland Oedinary Cradit card 3% 9% - -
Company Limibed DUBnESE
AIE Conmdting China Codirary Consultancy 50% - - -
Barvices Company EBICE
Limited
AIG Cracit Card Co Hong Mong  Qecimary Creddit cord 0% - - -
{[HK} Limited business
Beacon Propaty Prefippanas CQedinary Property 40% 0% A0% 0%
Wariures, nc IR G
Chalshire Investmoms  Singapore Oedinary Property 500t 50 B0% 50
Private Limited mara gt
Chalwille investmants  Singapory Cedinary Property S0tk Bir%s S0% S0%
Private Liméfed management
Deaptro Privata SiMJapore Declimany Property 50 S0 S0%: S0
Limitasd FrharE g
Grange Dovelopment  Singapore Qedinary Property 320 - - -
Private Linitid vl st
ICCR Hoddings Ing Frifippinag Cedinary vegtment e 20 ] 0%
hodding
Klaria Exposition Philippsngg Ordirsary Hote ot 10%% 10% 10%
Complax, nc
MaiLedt Park Hoted Co.  Thaland Cwdirary Propaity 0% 205 0% 20
Limited maragement
Fanareno Sendian Mataysia Cudirary Property £ 5% 3% ol
Bathias and mraragsmen
o slarence
Pritarn Fadtty Phlippines  Oedinary Proparty A0 a0% 40% 0%
T e
Science Park of the Prefippenes Cedinary Proparty 17% 175 174 17%
Phifippenes managamant
Tata AKS Like Insurance inda Saodinary ngurance 26 26 20% 26%
Company Limited
Winfams Investmaents  Singapore Cedinary Proparty 5ot =i E0% e
Frivate Lmited management
Wirvawe investments  Bingapore Cedinary Proparty 50 Sl 0% S0
Private Lrnifed ETRAr T
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In 2008, AlG Consulting Services Campary Limited in China became a subsidiary. All associates

are unlisted.

Aggregated financial information of associates

Share of INCOME w.oovuviniiainaiaas
Shareofexpensed ...............

Sharsofloss ...................

Shame of curent assels .. ... .. ...,
Share of long term assets .. ......
Shara of current liabilities .. ........
Share of long lerm Rabilities .. ... ...

Investmenis in associates are held for their fong term contnbution to the Group's performance
and so all amounts are expected 10 be realised more than 12 months after the end of the reporting

period,

Six months  Six months
Yoo anded Your anded Yane entod anded wvtlad
30 Mowembaer 30 Novembar 30 Novem ber 31 May 31 May
00T 00 2006 2000 2010
unmsditad
Ussm
142 #5 146 111 49
(42} 53 {167) f24) _B7)
- (28) 21) 13 18}
_ et —_—— —_— _—
As at Asom As wl Ag ul
30 Movember 30 Movembar 30 November 3 May
2007 2008 2000 2010
265 224 425 410
161 195 188 312
(239 73l (30} (22
24 g% 28 837
8 e s 8

LT6
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18. Property, plant and equipment

Property hebd for  Fixtres C
L

and tittings wara  Tolal
ESm —
Cost
B Db 2008 . o.ovssnimsennestrnmss idsamiiness 229 184 133 656
T e 2 27 28 58
PO . il e A R A AR e e - (ki {7} (14}
Tranafers from investment property . ..o 18 - - 18
Foraign exchange movements .. ... inos 24 - (1} 03
At 30 Movember 2007 ... ..o e e 285 214 153 752
PO e v E W e e %, BB A A 4 a5 18 a7
Transfers from Investment property . ..o ..o 4 - — i
Formgn exchangt movements .. ... i (l=]] 1 112} (1= 1]
Ab 30 November 2008 |, a4 232 153 749
Additlons 2 1% 20 ar
Di-upnum‘s ....................................... - 18 {18} 35]
Tranalers to nvestment property ... oo i o o - - i
Acquisition of asubsidiary ... ... e T = 1 8
Disposal of asubsidiany .. ... .. ... ... ... ) {1 % {1 15
anmmmmm 23 15 ] 47
At 30 Meovember 2008 | R B R R STt 385 240 186 71
PRCHCIEITTIE '+ n i o i g i w57 B B e W 1 14 5 20
T N e (5 1z} {2} )
kamtuhvaatmenlpmpertr 1 - - {1}
Forelgn exchange movemenls . ....o.oacoiiaais ey - 1 1 2
BT D00 oo s oW U W P T 243 170 T80
— — —— p—
Accumulated depreciation
At 1 Dacamber 2006 ...... {118 1135} (104} 257}
Depreclation charge ., | f11) (Rl {16} {45}
D . o s e e N e e - d 4 il
Feraign exchange movements .. ...oooovineeinron, {7 - 1 )
At 30 Meovesmber 2007 ..o ' (126 143 {115} (4004
Dapraciation changm. . .. ..oooicioaiiiaiiii e ieads (13 {265 {22} 1)
Tranafers Fom investment property ... ..o e e an (n - - {1
Foregn exchangs movements .. ... e, -4 12 1 b
At 30 Mevember 2008 ... oo e e (127 158 {121} (417}
Depraciation changa . ... ... .ooioiiiiiiii i (11) {23} {23} (L]
Tramsfars to nvestrent prOPeryY .. ....ccov oo L - - 1
Désposal of asubaidiary ... .. ... .. o e - 3 1 i
Foreign exchange movemsnls . ...oocioiiiiniiiiian 18] (1] [T} (25
o e d e e e e {1581 174} {135} (465}
Depreciation changa . . ... i e %) 25§ & [Ehi]
Farsign exchangs rovements ... ..., = _i = )
Het book value
At 30 Menvamber 2007 .. ociaiini it e s 249 a5 38 a8z
At 30 Movember 2008 L. i e s 2T 73 az a8z
At 30 Movembeer 2008 . ..ociaii e s s 229 23 M 4G
AITMap2010 ..o e s s E 223 52 28 303

The Group holds freshold tand in the form of property, plant and equipment cutside Hong Kong of
UISE72m (30 Novermnber 2007; LISST 1m; 30 Movember 2008; USEE8m; 30 Novemnber 200%: LISET3m)

EI7
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The Group holds property, plant and aquipmant for its long term use and, accardingly, the annual
depreciation charge approximates fo the amount expected (o be recovered through consumption
within 12 months alter the end of the reporiing period,

17. Investment property

Invastrent

Cost
Additlons ... N TPy I B AP P S A 11
Transfers to property, pluntandmprmnt vale e e L e e o Sl {154
Fmaqnwnmng&mmmwmu........ 13
e e 47
Disposals . .. T e BT {n ) ek Vit (10
Transfers to pmparty pilm‘t Elnd- mpn'mrrt ........................................... [£1]
Forsign exahangs MOVEIMBIEE | . ..., oo s ome o ios s e b bm e b {11}

At 1 Decernber 2008 ... ... ... ... 263
Md’rl:lnn: e e e e e e e . 2
Tranafers Irc-m pmpedg.l ptunr ans oqu\pmmt ....................................... 10
Acquisition of o subsidiary .., .. T A e B o S B B A A e R S Wb B 13
menmchanwmwmls ............................................... ; 8

At 30 Neovember 2008 . ... 0o e s e e e e e s . 284
e i1 R R SR T ey L PR LPCA I I L R e LN PRGN S S -
Transters from proparty, REAE AN SQUWEMENTL | . ...\ vouierr s rissrinisrmiiassiiiaes
Forsign exchange movements . ........... T i ok e R b L A

LAY MM NG ;.o wwinm daid oo R v a e s e e .

Accumulated depreciation
Chamge fortheyesar ........oi0veeiiiaainnin P T T A S LR [£}]
Fw-hnmchangnmmmla T N oy S P e e i gl U e ! 1]
Charge for the :.lsar .............................................................. 1]
DEMEEEAIE . . . L e e e e e e e e e et 4
Tmmbammpmpany ::ﬂmtmdmmnt A e A L el A PR i ik ) 1
megnmhangnm:rmmla .............................................. , 2
Ghmg&fmthayeur. FEF (4]
kaﬂmpmmpmlnndoqubmﬁnt................ 1)
Fonslgn excharice IICWITINEE. | ... .iiairriaaasiiasonrmionrirerseidaresisansbonis ; i1}

At 30 Movember 2008 . ... ... o A B oy R N 8 A o B (504
Chagelortheperod .. oo an i viae bisismen ivaaemiamoms  Loma s nnsivnasbinis ’ -
Fareign exchange movements . ............. e _:2:

BUBTMEY 0T . . et e e e e E]

Met book value
T T . 217
At 30 Mevember 2008 . .. e FERTETE Cant e G G 44

I8l .
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The Group holds investment property for the long term, and o the annual amortisation charge
approximates to the amount expected to be recovered within 12 months after the reporting period.

Thi Group keasas out its investment property under operating leases. The leases typically run for
an initial period of fwa to twelve years, with an option to renew the kease based on fulure negotiations.
Lease paymenls are usually negotiated every two years to reflect market rentals. None of the leases
include contingent rentals. Rental Income generated from Investment properties amounted fo
USE34m {for the year anded 30 November 2007: US$25m; for the year anded 30 November 2008:
LIS$53m; for the year ended 30 Movember 2009 US$68m, six month perod ended 31 May 2009
punaudited): USS36m). Direct operating expenses (inciuding repair and maintenance) on vestment
property that generates rental income amounted o USSSm {for the year ended 30 November 2007:
LS822m; for the year ended 30 November 2008 US326m; for the yvear ended 30 November 2008:
LIS$12m; six month peried ended 31 May 2009 (unaudited), LS$8m),

The Group owns investmant property in the form of freehold land cutside Hong Kong of USEETm
(30 November 2007 US$10m; 30 Movember 2008: USE4ATm: 30 Novernber 2009 LISS50m). The
Group does not hold freahold land in Hong Kong.

The tuture minimum operating lease rental Income under non-cancellable operating leases that
the Group axpects to recalva In Tulure pericds may be analysed as follows!

As at As at A at As at
30 Mowvember 30 Novermnber 30 November 31 May
2007 S 2009 2010
LIS5m
Leases of investment property
Expiring no later than oneyear. ... ..ovvvvrrrrrres 42 47 56 49
Expiring later than one yeéar and no less than five
BT, o 0 R S o i 100 95 104 &0
Expiring after five years of mofe ................. 23 21 12 5
b R ] K s o s e T PR 165 183 172 134
cm—  c— mm— —

18. Fair value of investrment property and propaerty hald for use

As a1 A at As at As at
30 Mowvember 30 Novernber 30 Novembar 39 May
2007 2008 2006 K10

U55m

Carrying value"
rvestrmant proparties . ..ol 180 217 244 247
Proparty held for use (classified as property, plant

Al acuipmBnt ..o e 248 2a7 2249 223
Lessshold tand (classified as prepayments in other

o s i 593 G&E 90 6B
OB o e b o R e B 1,132 1,130 1,183 1,157
Fair valuel
Investment properties fncluding land) . ........ ..., 1.445 1.407 1.603 1.587
Proparties heldd for use including tand) ... 0000 827 748 &7 BG5S
WO« v i i i i R e e 2,272 2,155 2,463 2452

— — — ——

Noteo (1) Carmping and' far values @ presenied befom non-controding mfevests and, for asseds held in pericipating funds,
badora atiocalion fo potcyholoars

F79
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19. Reinsurance assets

As at s at At As At
30 Novenilier 30 November 30 Novembar 31 May
2007 2008 2000 2010
USSm
Amaounts recoverable from reinsurers . ... ar 19 29 42
Ceded Inswance and Investment contract
PabiBai . ol S e 2,581 128 255 416
OB T e e T B TR RS 2,668 147 284 458
e —— — —
20. Deferred acquisition and srigination costs
A ol As As al Al
30 Nowembaor 30 Novembar 30 November 31 May
2007 2008 2008 2010
USSm
Carrying amount
Deferred acquisition cosls on Insurance
GO S e BT s e e oy 2,188 9,082 10,123 10,379
Deferred origination costs on vestment
colradds o S R B s B5G 955 853 848
POl R e A B L B R N 10,044 10,047 10,876 11,227
] —— e ErE—
Period
Yeenr anded Year andod  Year anded anded
30 Novembor 30 November 30 Nowember 31 May
2007 2008 200 2010
Movaments in the pericd
At beginning of the financial perlod .. ..... ... .. 8,135 10,044 10,047 10,976
Daferral and amortisation of scquisiton costs ., .., 1,249 595 308 256
Forsign axchange MOovemsts ... ...o.ooooaa 335 {1,180} Bz2T 3
Recapturs of reinsurance treaty (see Mote5) ..., - 505 - =
impact of assumplion Changes . ... ... covia i e 8BS 11 1101} 7
Acquisition of asubsidiary ... .. ciiniiiiiian - — 31 —
Disposal of a subsidiany ... ..o — - {70} -
Lo 1Tl e 1T o SO 238 (58) (B} (25}
At end of the fimancialperiod . .. ............... 10,044 10,047 10,876 11,227

Detarred acquisition and origination costs are expected to be recoverable over the mean term of
the Group's insurance and investment contracts, and liability adaquacy testing is perfurmed at least
annually 1o confirm thelr recoverability. Accordingly, the annual amortisation charge, which varies with
Investment performance for centaln universal life and Investrment-linked products, approximates to the
amount which is expected to be realised within 12 months of the end of the reporting period.

21. Financial investments

The following tables analyse the AlA Group's financial Investments by type and nature. Thae AlA
Group manages its financial investments in two distinct categories: Investiment-Anked Investments
and Policyholder and Shareholder Invesiments. The investment risk in respact of nvestimant-linked
Investments is generally wholly bome by cur customers, and does not directly affect the profit for the
year before tax, Furthermare, investment-linked contract holders are responsible for allecation of thelr
policy values amongst investment options offered by the Group. Although prefit for the year before
tax 15 not atfacted by Investment-Bnked Investments, the mvestment return from sueh financial
investments ks included in the AlA Group's profit for the year before tax, as the AlA Group has efected

=80
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the fair value option for all Investment-linked Investments with caresponding change in insuranca and
investment contract labliities for investment-linked contracts. Policyholder and Shareholder
Investments include all financial [nvestments other than Investment-Bnked Investments. The
investment rsk in respect of Policyholder and Shareholder invesiments is partially or wholly bome by
the Group.

Policyhoider and Sharehotder Investments are further categorised as Participating Funds and
Other Policyholder and Shareholder. The Group has &ectsd 10 separately analysa financial
Investments held by Participating Funds within Policyholder and Sharehoider investrments as they are
subject 1o local regulations thal penerally prescribe a minimum proportion of  policyholde:
participation In declared dividends, The Group has elected the fair value option for debt and equity
sacurities of Participating Funds. The Group's accounting policy is to record an Insurance HabHity for
the proportion of net assets of the Participating Fund that would be allocated to policyholders
assuming all performance would be declared as a dividend based upon local regulations as at the
date of the statement of financial pesition, As a result the Group's net profit for the year before tax is
impacted by the proportion of Investmant return that would be allocated 1o shareholders as described
in the previous sentance.

Other Policyholder and Shareholder Investments are distinct from Investment-finked Investments
and Participating Funds as Where i no direct contractual of regulatory requirement govaming the
amaount, if any, for allocation to policyholders. The Group has slected to apply the tair valus option for
equily securitles in this category and the available for sale classification in respect of the majority of
ogebl securities in this category. The investment risk froem investments in this catlegary directly impacts
the Group's financlal statements. Although a proportion of Investment retum may be afocated fo
policyhoiders through policyholder dividends, the Group’s accounting policy for nsurance and
Imvestment contract liabiiities utilises a net leved premium methodology that includes best estimates as
at the date of issue for non-guaranteed participation, To the extent investment return from these
inwastments elther s not aliocated to participating contracts or varies from the best estimates, it wil
impact the Group's profit before tax.

In the following tables, “FVTPL" indicates financial investments designated at fair value through
protit or koss and “AFS" indicates financial Investments classified as avaiable for sake.

Deab! securlies
In compiling the tables, external ratings have bean used whare available. Whers external ratings

are not readily avallable an Internal rating methodciogy has been adopted. The following conventions
have been adopted to conform the various ratings.

External ratings Intornal ratings Reported ns
Standard and Poor's hMoody's
Lt Aza +1/-1 Ay
Al to AA- Aai o Aad +24-2 Al
A+ 10 A= At to A3 +353 B
BEE+ to BEE- Baal to Baa3 ki BBB
B8+ and below Bal and below +5 and below  Below investment grade
81
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Debt securities by type compriss the tollowing:

Paliayhaldat and shar slobder

Partcpsting O orao g
Rating FYTPL FVTFL AFS Sasbr-lodal FUTPL Total
LSS 'm
30 November 2007
Government bonds — issued
in local currency
SAPCIREAENRL oo 5w v v W aa Al 1,374 - 472 1,846 51 1,897
Thmiane s ool St A - - 5826 5826 - 5826
Philpplnes ...civovinvanasn, BB - - 1.200 1,200 30 1,230
MACEEBIR - o e A 1,154 - 220 1,374 1 1,375
AR s e s e, A 220 — BTS B9S 30 325
el - P BB — = 514 514 B& 200
e R A A R A - - 1388 1,399 16 1.415
I e bin ot s A 38 a3 ra4 313 - 313
Sub-total ... _.............. 2,784 33 10,550 13,387 214 13,581
Government bends — forelgn
CLUrrency
MASOBEE - . e e g EBB 1 15 152 168 - 188
South Afrdea . .ooiivinin s BEB - 2 101 103 1 104
Phlippings .....ovvvmnannons B8 4 22 E05 532 33 &Ti
LT e P e el A 115 - 182 oy 1 08
donesld . ....oirnirrrreran 88 53 9 288 350 17 a7
e 1 P e F R et sl A 11 - 264 355 1 365
RO i eyt e A 9 - a2 63 1 54
RO T T T BE 1‘3 197 456 12 458
Subctogal: | re s a7e E 1.844 2,444 72 2516
Governmeant agency bonda®
B e e R 898 — 438 1,336 3 1,367
iR g 45 - 245 290 as 325
B G R s e as 437 — 2728 3,165 53 3228
BEE. . s e 533 - 1,351 1,884 18 1,800
Below investment grade . ..... T 2 76 &85 3 88
Motrated  ,..oooeniineinaias - - 102 102 16 118
Sub-tetal ... .............. 1,920 2 4540 6,862 164 7.026
Corporate bonds
ARA L T2 - 229 ani 59 360
B e oo me i e g S T 1,773 66 1,657 3,498 281 3,7
e L e O 2,084 175 5887 BO9S 282 8388
= 12| LA 1,001 108 3865 5084 200 5264
Below investment grade .. .. e 227 B25 1.7 151 1322
Mot rabsd. v i g — 53 29 &2 ar 119
Sub-total ......0vieiiiaia 5,289 629 12292 18,210 1020 19,230

Nogac (T OF B fobd povemument bonds Sled as ‘Oife ol 30 Novernber 2007 70N & rated as imvestmend grode and & firibher
1% iz rated BE- and above. The balamce is mted bikow B8- or unrelad

Note: (3 Governman! agency bonds comprse bondy Ssued by gotermmen! sporsoned instlutions such e sfale owned
aHerpiied Moencal and muncipal aumorhes and supranstons francle! nehimons, sueh an the Ashin
Darvaloornenl Bk
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Policyholdar and sharaholdor
PArbCIStg s sharaholcar g
FVTPL FVTPL  AFS  Sub-tolal FUTPL Total
USSm
30 November 2007
Structured securities
AU L S I iz T8 HET 98 - 35
BB s 115 120 a3 288 - e85
. it 122 41 ar7 dazld = 440
BB e v i miman s icns i o e wa s m sk 133 - ar 220 3 223
Below investment grade .. ........... 22 14 a5 7 15 B85
PICL TR i oot i, 17 9 10 36 - 35
T 441 263 1328 2,033 18 2,051
T« oo wi g i i v 10,813 1,148 230855 42,96 1,488 44,404
- ﬂr Shruchaned securiies ncinde GO0, PG ae Backed Secuniles And SEher 8558t Dackad SacLrhiog
Palisyhaldar and shar aholbdor
Participating ! e mwestmert:
Rating FYTRL FWTFL  AFS  Sub-iotal FUTPL Todal
USS'm

30 November 2008
Government bonds — lssued

in local currency
EANYOPOE oo v s e L. AAA 1,188 - 547 1,713 2] 1,782
Thailand ......0coviernnanan A — - 5a77 5,377 - B8ar7
Philppings «..cvoaviaviaias B8 - - 862 852 12 B74
LEE T R A 1,198 - 290 1,482 3 1,485
NI i s e s A 244 - 723 057 70 1,037
e [ e R BB - — 315 315 &9 ard
(7% | e A = - 857 Ba? g BE3
Otarm e J _2 21 244 e 244
Subtotal ... ............... 2,813 2 10202 12817 219 13,038
Government bonds — foreign

CUrrency
Mexico ... iiiiiiaaa. EBEE 16 11 141 167 3 1m0
South Afdca ... cooiaiin BEB - 1 1156 116 2 118
Philippines .. ... e B8 1 12 452 455 18 483
Mataysia ........o0000iean . A B0 - 186 266 2 268
Indonesia ... eiieiieena BE 39 7 208 252 -] 257
 a | R R R e L L AR g A - - 67 &7 2 69
China ..o A 10 - 49 5% 2 &t
31 17147 R e PR G gt a9 E 310 454 _E 452
Sub-total .................. 104 126 1526 1,846 _42 1,888
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Paolicyholdar and sharaholder
Panicipating o Haranaider Imvestmant-
Rating FYTRL FWTFL  AFS  Sub-lotal FUTFL Total
LI5S'm

Government agency bondsé®

BB L S S s it e e 854 - 38 1,190 15 1.205
B e oy gt o acmc gy 17 - are 388 85 450
B S s e e &10 - 2458 3089 100 3189
BER. e st e e 509 — 1,868 2377 =] 2,383
Below investment grade . ..... 1 2 261 264 1 265
PN T v ooy i - e - - E 2
Subtotal .................. 1,741 _ 2 550 7285 220 7,515
Corporate bonds

R R PR Py A7 — 178 225 78 03
B e i ik i e ) 1,630 55 1.586 3201 298 3,559
B s s b B B B A A 2112 15 5718 793 292 BaT3
BBEE: L Ga i e e as 1,227 132 038 5,397 211 5,608
Below investment grade .., .. 189 250 548 oar 45 1,042
2 1 R 18 _65 1 85 A7 132
Sub<total . _................ 5,235 652 12,060 17,956 a7 18,827

Mofa (T OF tha fodal governmant Bond's isted as ‘Offer & 30 Nowembar 2008, B34 8 raded a5 iInvasiment prads amd & Liriher
16% i ratad BB- and above. The balance is riied Be'ow BB- or uriraled

Nefar (3 Govermumant spency bonds compriss bondd Ssued by gowermmant sponsonsd Riufons such a8 Siife oovned
enferpises, povinclel angd mumicipel aulthorlies and supranabione’ fnenched nstutions, such as the Asin

Dwvsiopmant Bank
Policyholdar ard aharsholdor
Participating vl - Irvestmant
hsrds Ll nl el L lirked
FWTPL FVTPL AFE Sub-total FUTPL Total
LUSEm

30 November 2008
Structured securithes™
PR i o e e G S B 15 30 434 4T3 = 479
- TR Tk e R e i e e a5 ar - 72 - 72
BB o R R W G R 22 2 54 78 = 78
BIEIR Lol o i o e Gl Lt s s 141 - r 218 1 2189
Below investrment grade ..., ... .., ... 24 i 5 70 o5 14 108
Bub-total .. ... .. e e e 237 ii_l 835 B4z 15 a57
Tobl ;oo v s e 10,070 852 29,934 40,856 1,467 42,323

Meta: (3 Striciuned securliog noude GO0 monigaps backed securilits: and oiher a5ted DACKSS securiios
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Policyholder and shar atoldor
Cthvar ment
et o St SennoRlar e
Rating  FVIPL  FWIPL _ AFS  Sub-iotal  FWTPL Total
Uss'm

30 November 2009
Government bonds — issued

in local currency
SANGIOPOM .. coihie s sas AAA 1,496 — B8 2255 7o 2,325
Thallend ;.o iiiaibeasts; A - - 7.374 7.374 = 7,374
PhiippInes .. ovvevamninains BB — - 1308 1,300 22 1331
IARRIPERG . o T A 953 - 196 1,140 1 1,150
MM oy v i s o e A 27 - B3 1,107 3 1,110
[ (7 [aa7 - R e B8 - - 484 434, 115 &8
BEMER L o e e on v G s A - — 1,539 1,539 4 1,543
O L s e e ] 4 312 a7 - 7
Sub-tetal ... .............. s | 4 12819 15544 215 15,758
Geovernmant bonds — foraebgn

GUrrency
7= = BEE a 16 135 159 2 161
South Afrca . ............... BBE - 2 164 166G 2 168
Philppines ....covvemneanyns B8 2 10 Tda 751 45 BoT
MARKIVEIG: . Cirn i D e s A 11 - T BA 1 a9
ndonesi ..o B8 48 10 210 268 - 268
MO LR e e A 16 1 208 222 2 224
L T S A - - 45 45 2 43
L 1 R e e 53 B2 2 436 10 A
Sub-tetal ... L il 139 130 1877 2,148 G5 2211
Government agency bonds@®
BPK s v e i e i e 542 - B4 1,236 54 1,300
B e s e 1 — 184 185 64 259
B e R 811 - 2787 3,408 116 3,524
= o e R R 8r3 - 1,683 2,456 4 2,480
Below imvestrment grade ... - — 345 346 - 348
Motrated . ... ............-. = — = . 2] 8
Sub-tetal ... .............. 2,027 - 5614  7.641 256 7.887
Corporate bonds
BN e R A 237 - 296 533 34 85T
Ab PR — 1,397 ] 1,787 3,233 253 3,486
B et 2,980 g2 8,149 11,297 454 11,751
BEE oo e s sy e s 1,656 348 5728 7,730 198 7928
Balow investrmant grade ;.. .. 198 32 BTG 1,106 41 1.147
e W R (AP, 127 70 51 248 180 438
Bubotolil v vivsi e 6,575 TIT 16855 24,147 1,170 25317

Noge: (T OF tha fodad gowernmant bonds isded af ‘Ofar’ & 30 Nowmber 2009, B5% & ratéd a8 irvesiman! grade ond & L
Td% iz rafed BB- and above The balance i rrled below BE- or urvaled

Noter (3 Gowermubard agency bonds comprise bonds suad by gowimmant sponsomd inslilutions such as stale owned
entarprises, proviickel and mumicipal authodbes and supransbons! frenclel insffutions, such a5 the Asan
Deveicpment Bank

-85
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Policyholdar and shar aholdor

Oivar
PUrCBIt sad sharahoidar g
FYTPL FVTPL  AFS  Sub-total FUTPL Total
LSS 'm

30 November 2000
Structured securities
o 1 e D i e e i T 22 - 29 - 29
- - - - - - -
B LR SSRGS a9 - 424 453 = 4483
BBE vwaimsn i, v e s 247 20 a0 s 5 52
Below investment grade .. ......... 51 51 41 143 15 158
PICL A i i s e 3 e 2 5 - ]
Bub-total ..........c0civiirinnis 47 E 557 aa7 20 1,017
TOE s o a  E a 11,809 944 ITTE2 0475 1,726 52,201

I— — E—— r —— | L § e
Neea: (3 Struchined securites ncivde CO0:, mongage hacksd secwives and odhar ssced backad secunies

Policyholder and shireholder

Orthar
P s 0 _ud shareholder T
RAating FVTPL FWTPL  AFS  Sub-lotal FWTPL Total
UES'm
31 May 2010
Government bonds — jssued
in local currency
2 L n e R LY. 1,474 - 831 2305 7 2382
Thallang oo iwinnssan A - - 8714 B4 - 8714
Philppines . .oovweieiasias B8 == = 1.551 1.551 26 1.577
PAREAVAIE v i s A 1.002 - 197 1,199 -] 1,208
L R (R TR 2 A 279 - BB4 1,183 ] 1,171
Indoneska i.iiiviiiinnine e BB —_ - Ta | TR 121 92
PO L o B S S I A - - 1873 1873 -] 1.879
L Y, O - 2 283 85 - 285
Sub-total ..........co.0co.0. 2,755 2 14904 17861 244 17,905
Government bonds — foreign
currancy
Maxico ... . i BEBE 2] 19 134 162 2 164
South Afiica ........coveeuan BBE 1 2 194 197 2 198
Phillippimes .. .......cc00nves BB 2 12 563 577 51 628
T R A 11 - 75 85 1 a7
BoloneEls ... aiiciaeean B8 50 a 217 278 2 278
PUOPEE . i e e e A 17 1 239 257 4 261
A e L e e A - - | N 2 33
L T 62 _?ﬂ 339 435 ...1.9 505
Sub-tofal - ooiiiiiniinn e 162 137 1,792 2,081 74 2165
Government agency bonds®
P o R T e S 531 - o8 1,239 56 1,295
BB e e e - - 185 186 o5 251
. T e i TR e Tl 2 ey e T G637 - 28768 3513 123 36835
BEE ....oocvvevvnanrnnenas 937 - 1862 2,790 9 2,808
Balow investrment grade ... ., - - 185 195 - 185
Motrated .. ...ocovvinnnnanns — - — — 16 16
Sub-total .................. 2,105 - 5827 7. 269 8,201
-85
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Togte: (Th OF the lote! povemmaent bonds ssted as "Other’ af 31 May 2010, BB s rated ag investment grade and a further 12% /s
rated BB and above. The baiance i rated balow BE- or unrafed

Nofe: (2 Govenmmant agency Bonds compriss bonds fssied by govemmant sponsonsd nstifufons such as stale owned
WHaIISEs,  proincial and murscipal authonles and  Supranetions) Mmancls nsttutons, sweh ag the  Asin

Durvelapiment Bank
Polleyhalder and shareholder
Participating T BORGYAGS westment-
Rating FYTPL EVTPL  AFS  Sub.otal FVTPL Total
USS'm
31 May 2010
Corporate bonds
B i w T ar2 - 540 912 49 a53
R B P L s 1,294 66 1,774 3,134 282 3416
A e 2925 202 BBET 11,704 & 12,205
BEB oy vy e 1,884 340 5819  B,043 235 8279
Betow imvestment grade ... .. 287 3 835 1,254 50 1,304
Mobrated .. .. ... .. . ..o ... 21 "I_ﬂ' 16 106 135 241
Sub-total ... ... cneininiies 6,783 T08 17,751 25,243 1,245 26,488
Structured securithes™
R e e g a8 16 T a1 - 31
A e — — — — —
R e B R e L 15 - 427 447 — 442
== = 262 i B9 as7 &8 363
Balow imestment grade . __, _. B8 g 52 224 15 239
Motrated .. .....ooovnnnnnn . B — 4 10 — 10
Bub-tetal .........0c00nnnn are 106 579 1,064 21 1,085
Tokal-. oo siv o 12,174 954 40,853 53,981 1,853 55834

Note: (3 Binacluned securilies inciude CO0s, morgage backed securities and other asse backed securilies
Eqquity securibies

Equity securities by type comprise the following:

Podicyholdar and sharsholdes
Ehes
T imesmart
FVTPL FTPL  AFS  Sub-tofal FUTPL Total
USSm
30 November 2007
Ordinary Shares ... ... ...ooouiiaas 1,629 2817 - 4445 2,268 6,714
Securities held by consolidated
mutual funds managed by AlG .. .. 107 1,047 - 1,164 1.658 272
nterests In investment funds
AlAmanaged . .......o.aieiaan = 3 = 3 65 68
AlGmanaged ,.....coc0virias 354 a49 - 7ia 1,315 2,028
Thieg Bamy s 23 42 = 283 5834 8,087
588 394 - arg T.214 E,183
SharesINAIS .....cocvveivaniinas - - 2520 2520 - 2,520
TORR oo s s Wy R R 2,321 4,258 2500 9,009 11,040 20,139
-87
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Policyholdes and shareholdar
PariCoItng “und sharshoisor b
FYTPL FYTPL  AFS  Subfotal  FVTPL Total
USSm
30 November 2008
Crdinary Shares . ...ovvnreveresrrnrns 705 1,000 — 1,705 1211 2,916
Securitles hedd by consolidated mutual
funds managed by AIG .. ........ .. 108 E18 - Ti8 BOs 1,533
Interests in invastment funds
Al managed ...oooiviiie e - & — L 131 137
AlGmanagad ......coovivaiaina 158 191 - 349 720 1,069
TOITCE PR i s oo 151 39 = 190 2815 3,000
3049 236 - 545 3,665 4211
Shares M AIG .. ....cvviiuriinreaas - - 87 a7 - &7
TOR e b nd s ok e A A R 1.1 1,855 BT 3085 5682 8747
Policyholder and shareholdar
Crthear
Partisipating Sy o ahorder Investmant-
FVTPL FVTPL  AFS  Subtotal FVTPL Tolal
USSm
30 November 2009
Crdinany Shares . ...o.oviinsiriireis 1,685 2.008 - 3593 2,738 6,431
Securities hald by consolidated mutual
funcs managed by AIG ... 167 454 - 661 1.333 1,804
Interests In investment funds
AAmanaged ..... ... 00 - 4 — 4 144 148
AlGmanaged .. ..ovn e, 116 128 - 244 1,088 1332
Thikeh Bapy i it e 241 193 = 434 5777 8,211
a7 325 = GE2 7008 7.6M
Bhares N AlG .. ..ooviininninrinrans - - 62 &2 - &2
FEEM o i v o mm s o 2,209 2,827 82 5,008 11,080 16,178
Policyholder and sharshoddor
Particioating 4 R erenorder Invesiment-
FYTPL FVTPL  AFS  Subtolal FYTPL Total
USEm
3 May 2010
Crdinary shares ., ...iieniviiinn, 1,940 2477 - 4417 2.914 733
Securities hedd by consolidated mutual
11 R T O A B RS 161 530 = 631 1.238 1.928
Interests in Investment funds
AlAmanaged .....oivaiaiiaians - 7 - 7 155 162
Third pamy < i veasainen e vaas g2 705 = 1,097 G798 T.895
ag2 712 - 1,104 6,953 8,057
Sharesin AIG .. ... 0 rmvieioirasnns — — 7 T7 — 77
TOM . ooailvdinansarinsnnsainsannn 2493 3,719 7 8,289 11,105 17304
e E—— ] ep— ——— EE——
-B&
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As ol As at As at As at
30 November 30 Movomber 30 Movember 31 May
2007 008 009 2010
Ussm
Dabt securities
Listed
RO D - ity e e R ar7 421 3594 442
CRPOUREEN o oo v sos om0 w8 i m 25344 20,010 30,863 32208
2574 20,431 a1,087 32,740
01 T TR R e e e PR = 18,683 21,882 21,144 23,084
Tol e S e e e e 44,404 42,323 52,201 55,834
Equity securities
Lested
HomgBong . .....ooeiieriinrnnnroanonnas 238 a7 389 418
T R PR TS L S et 12,675 3,083 5,608 7,539
12,913 3,140 7,008 7.955
LIRIEEO: .o vimrsmr o AT o A A 7225 5,607 9,173 9,439
I O p—— A g R 20,138 8,747 16,178 17,364
Loans and recelvables
Ag at Aa at Ag Al As sl
J0Meowvember 30 Novernber 30 November 31 May
2007 HHE 2009 2010
USSm
Polloy e 5y SR nE R 1,327 1,437 1,644 1,670
Meorigage loans on residential real estate ... ....... 509 587 527 478
Marigage koans on commerncial real estate . ... ..... 112 105 48 49
ntercompany [oans 1o fellow subsidiaries of AIG
T e e P S e 1.589 8 BT -
I BEMMEURE o o v i o o i 182 242 445 554
Allowance forloan bosses ... iuea e (15} {7} {12 (24}
LB . .t i e e 380 2,303 2,740 2,795
Due from insurances and invesiment contract
PN oot b S e e R 471 536 548 451
Due from agents, brokers and intermediaries ... .... 9 13 39 48
nsurance receivables . ... ... . i il aa i 480 H49 585 500
Faiated party recefvables . . ..o iiiiiiiiann a5 3 1 4
Recelvables from sales of investments ... ......... 329 23 34 5
Other rocalvablos .. . .ooveeemcry e ermas e rne e 362 285 388 450
Receivables 1,266 853 1,016 1,007
Ty el e e S SRR 585 G55 592 B3z
E 7 L SR e e R T O T e L B 5,665 4,002 4,648 4,584
—— k] — ——

Mota: (1) OF totad ioans and recelvables, USE25m of fern deposits (30 November 2007 USE3Em; 30 Movember 2008 LISS48m;
30 Noversber 20097 USERIm), and USS46m of ather oams 30 Novembar 2007 USESHm 30 Novermbar 2008
USS60m, 30 November 2008 USSTSmi are heid b back vestmeni-inked combrectz The balance of lbams and
recaatias consists of policyhcicer and shavehoider, OF this, LISET, 1ddim relates to particioating fwnds G0 Novermber
2007 UISET, 138m; 30 Novernber 2008 USESEGT 30 Novernber 2008 USER42mE

Certaln term deposits with financial institubons are reslricted dus to ocal egulatony requlrements o
other pledge restrictions. The restricted balance held within the term deposits classification is USS10Tm
A0 Mevember 2007 USS128m;: 30 Novernber 2008 US$141m: 30 Novamber 2009 LSS 1040,

-89
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Al insurance recaivables are expectad to be recovered within less than one yvear, Ascordingly, no
ageing analysis has been provided,

Receivables include receivables from reverse repurchase agreements under which the Group
does not take physical possession of securities purchased under the agreements. Sales or transfers
of securities are not permitted by the respective clearing house on which they are registered while the
loan is outstanding. In the event of default by the counterparty fo repay the loan, the Group has the
right to the underlying securities held by the clearing houss. At 31 May 2010 the carrying vaiue of
such recelvables |s US$138m (20 MNovember 2007: USHSTm; 30 November 2008: LiS3sam,
30 November 2009; LIS$E3m),

22. Derivative financial instruments

The Group's non-hedge derivative exposiure was as follows:

Mot Fair valua
Amount  MRAssets  Liabelities
U=Sm

30 November 2007
Faraign exchange conlracts:

R o e e e L S 17 - -

CHOSE CUTTENCY BWEEIE vy bwsws s s e s ey o wss a iy s pias 492 415 _B7
Total foreign exchange contracts . ... ....................0.... 8,509 415 137}
Interest rate contracts

IVDOOEEE FAES SWBDE . .o e brmers s rfamsresssss s seabes 978 4 {1
Other

COmmoOIly IndeX SWaPE .. cv v ivna i vrr s s s s e 2 _3 Py
TR o i A g P e i 7,489 422 4T
30 November 2008
Foreign exchanga contracts:

BRI - - b e S B e e e S S 333 - 4

CTORE CUIMEMGY BWEDE . .. onviar sor sorsnnscosnsasisyssgss 7423 225 {121)
Total foreign exchange confracts . ... ... ... ... ..c.ovoun. 7,758 248 {135)
Interest rate contracts

Interest rale BWaPE . .ovia i s i s E s s s a 1,086 24 ™
Other

Commodity IMOeCSWaPSE . ...t ii i i s 20 ot _ 13
TOBIE a0 e e R R A 8,862 252 1

— L} t |

30 November 2009
Foreign exchange conlracts:

FOPWRDOE: - 5 it s bl s s sisraes 222 1 -

CAOSE CUTTONCY BWBES | i rve s rnmsbsspasnsessessessfrtss 8,390 439 {59
Total foreign exchangecontracts . ..................cciciains 8612 440 (=]
Interest rate contracts

IEraet PO EWOREIR: . v oo n i e e 1.082 13 -
Othar
Commodity iNGaX SWADS ... .avisrrersrrarrssaarasrssarasrarrs 20 Pt _2
TR v o o s T o W 8,724 453 L

180
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" \ Fair valua
Arnount WS Assets  Lisbelities
Ussm
31 May 2010
Foreign exchange contracts:
R, Lo e i g T 30 - {1}
CHOBS CUITENGY BWBIIE . oo vau romrvasrasransssssssinrs s pas 8,249 S {39
Total foreign exchange contracte ... ... ... ... ... ... ...... 8,279 501 (40}
Interast rate contracts
BRSOt TR BN o v i 1,093 19 -
Other
VM TRINEEE: i a3t 0 50 W e N 1 1 =
T o i o oy W R R R O R R 8,373 g {40)

Mote: (1) Darvative assels and habiities o classfed az ot far vaive through ool or loss a4 they are hedd for iraoing.

(2t OF genvative assets. LUSSZMm are hald fo beck patcipaiing funds (30 Nowember 2007 USS247m; 30 November
2008 USEETrmy 30 Movemnbar 2000 USE2d0mL The balance of dermvalive assels reale o other poscyhioklar and
SharaRoidar amounts,

3 The notional amount of darvative fnanclal instiuments with reladed pertes amouwnted [0 LSS (30 Nowembar 2007,
LSS 4am: 30 Novambar 2008 LISSSEmr 30 Novemsber 20049 USS58m)

For swap transactions, both legs of the transaction have beon disclosed in the column ‘noficnal
amouni’,

The Group only holds over the countar (OTC') dedivatives, OTC desvative contracts are
individually negotiated between contracting parties and Includs forwards and swaps. Derivatives are
subject to varous risks including market, fliguidity and credit risk, similar to those related to the
underlying financial instruments,

Dervative assets and derivative llabilities are recognised in the consolidated statement of
financial position as financlal assets at fair vaiue through profit or koss and denvative tinancial Babiities
respectively. The Group's derivative risk managemeant policies are outlined In Note 37, The Group
ooes not employ hedge accounting, although most of itz derivative holdings may have the effect of an
aconomic hedge of other exposures. Tha national or contractual amounis associated with derivalive
fiancial instrumants are not recorded as assats o liabilities in the consalidated statement of financial
position as they do not represent the fair value of these transactions. The notional amounts in the
previous table reflect the aggregate of individual derivative positions on a gress basis and so give an
Indication of the overall scale of derivative transactions,

Foralgn exchange contracts

Forward exchange confracts represent agreements to exchange the cumency of one country for
the cumency of ancther country at an agreed price and settlement dale. Currency SWaps are
contractual agreements that involve the exchange of both periodic and final amounts in two diffarant
cumencies, Exposura 1o gain and 1085 on both types of swap contracts will increass or detraase over
their respective lives as a function of maturity dates, interest and foseign exchange rates, and the
timing of paymsnts,

Interast rate swaps
Interest rate swaps are contractual agreements between two parties to exchange periodic
payments in the same cumency, each of which is computed on a differant interest rate basis, on 8

specified notional amount, Most interest rate swaps involve the net exchange of payments calculated
as the differance between the fixed and fioating rate Inferest payments.

=81
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23. Fair value of financial instrumants

The Group classifies all financlal assets as either at fair value through profit or loss, or as available
for sale, which are camied at fair vaiue, or as ioans and recedvables, which are carried at amortised
cost. Financial abilites are classified as either at fair value through profit or loss or at amortised cost,
except for investment contracts with DPF which are accounted for under IFRS 4.

The following tabdes presents the estimaled fair values of the Group's financial assels and
financial liabilithes,

Faile value
Fair value Cost! Total Total
through profit  Avasilsbie for  amorlised  carrying  fai
o s sk cosl willg valus
Notes L%
30 November 2007
Financlal Investments . ............ 29
Loans and receivables . .. ...... - - 5,665 5665 5686
Dabt sacuntes ., .., . ......... 13,449 30,955 — 44404 404
Equity securities .. ............ 17,619 2.520 — 20,139 20,139
Dervative financial
EITLmants Ll 22 a4z2 - - 422 422
Reinsurance recelvables . . ......... 198 - — ar B7 ar
Cash and cashequivalents . ........ 25 - - 2,583 2,583 2,583
Financiol assets .. ............... 31,490 33,475 8,335 73,300 733
_— —_— — —_—
Fair value Cost/ Total Total
through profit  amontised b
or loss cost walkl vailis
Notas USSm
Financial llabilities
Investiment contract labilites _ . 27 5,926 579 6,505 5,505
Bomowings .« covonenovn see s 25 - 1,481 1.481 1,461
Obligations under securities
lending and repurchase
BOMSEMENLE . .. vl ioiiaais 20 - 5,395 5305 5305
Dertvative financial
Petrumemte . e e 22 47 - 47 47
Cthar Habdlities and current tax
Babiithasnr | .. 0ol looll. - 1,843 1,843 1,843
Financial liabilities ... ............ 5,073 9,278 15251 15,251
T T . . . ]

Note: (1) Excludes third parly inferasts in consoildaled investment funds

703/774

Oooooooooooonoad



EDINETOOOO
000000000000 0O(E24847)
oOoooooooooood

APPENDIX 1 ACCOUNTANT'S REPORT
Fair vahum
Fair valus 2 %
oo Aralble smried oy tak
hoas tor sl cowl il wallie
Notes UESm
30 November 2008
Financial investmens ......c.occiniiaiia. 21
Loans and recefvablas .. _.......... - - 4,002 4,002 30800
Dabit sacurites . ..o e 12389 29934 - 42 333 42323
Equity securitles . . ....cvvevenrenens B EB0 a7 - 8,747 BT4AT
Derivative financial Instrumeanis . ...... 22 252 - - 252 252
Reinsurance recelvalles . . cvvveiiniiniuas 19 - - 18 189 19
Cash and cashequivalents ... ......... 25 - - 4,184 4,164 4,164
Financiaglassets .. .., .................. 21,301 30,021 8,185 50,507 50405
T - -4 | cim s~} = e G ]
Falr wdue
through Cowt! Tetad Todal
P Tt Teem i
Noles LSsm
Financlal llabilities
Invesiment contract liabilites ... ... _. 27 4228 872 4,808 4808
BOmOWIIgE v v e i s iirn i i - 51 651 661
Obligations under securities lending
and repurchase agreements ........ 30 - 2,718 2,718 2718
Derivative financial instruments .. ... 282 138 - 138 138
Other liabilities and current tax
Rabflites™ ., . ... iy - 1,407 1,407 1,407
Financial liabilities . .. ... ... ... ......... 4,364 5,458 6822 0822
Notar (T Excludes m-'rdpuvmmm iR caneaidehed madsiment fands
Fair walua
Fair walus
thr gy Costf Teital Tedal
profites  Avadlable amonised takr
lpma for sple cost walue yalue
Notes e
30 November 2009
Financial investrmants: . ... ... .......... 21
Loans and recebvables .., .., ........ - - 4,548 4,648 4 GHS
Dobteacurles . ...... 00 ciiilies s 14,479 37,722 - 852,201 s2201
Equity securitles .......coiviiivainain 16,118 &2 — 16,178 15178
Derivative financial instruments ... ... .. 22 453 - - 453 453
Rainsurance recedvables ... ..icvveaiiacs 15 - - 29 29 29
Cash and cash aquivalents ............... 25 = - 3,405 3,405 3405
Financialassets .. ..................... 31.048 37,784 8082 TE014 V6,65
——— - ]
193
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Faie vadues
through Cost/ Total Teaal
prafiter  amesised  corrdeg fai
bous cowl il wallie
Rotaes LESm
Financial liabilitles
Investment contract liabilites ... ... ... 27 6,669 1,111 7,780 7,70
BRI o coanimcnnm s mtscktas s o e s ainy ety 24 - 688 688 688
Obligations under sacurities lending and
FepUrchass SOmemaMts .. ...oureeemrarerens a0 - 284 2B 284
Derivative financial Instrumeants . ......cocaeeea 22 KA - ™ T
Othar llabdities and current tax llabilities™ ., ..... - 1,800 1,800 1,800
Financial liabilities . ............cccoiciinrvianaras 6,740 3883 10,623 10,623

Notac (1) Exciudias third parly inferests 0 comsoidafed inwsimen! funds

Fair valiie
Fair
value
- Rnikabia Iﬂwm Lo Total
npr'wu for sala cout W fair wabio
Motes  U=sm
3 May 2010
Financlal Investments: .......covaveavnnas 27
Loans and recebvabigs . .......00000. - - 4,564 4554 40505
Dabl secutitbas . ...t aaranns 14,881 40853 — EBER34 55834
Equity securities . .........c0aeiien 17,317 77 = 17,384 17384
Derivative financial instruments . .,..... 22 521 = - 521 521
Reinsurance recaelvables ................. 19 - - 42 42 42
Cash and cash aquivalants .. ............. 25 - - 3222 3222 3222
Financialassets .._..................... 32818 40,830 7828 81,577 81818
Foir
Wil
Haresgh Cosl! Tetal
prefit of  smorised  asr Tetal tair
loss cogl wal valua
Rotas
Financial llabilities:
Invesirment contract llabilites ... .. ... 27 6,809 1,203 8012 8012
EOIMEMNHIE s e ro Fimbie i s Y 29 - a2 BaZ G682
Obligations undar securities lending and
repurchase agreements ............ a0 - 6o g7 aro
Derivative financial nstruments .. ..., .. 22 40 - 40 40
Othear Habsities and current fax
Fabiites™ .. ... i - 1,945 1,945 1,045
Financial liabilities . .................... 6840 4500 11,240 11,340
E—— —— E—— p—

Nega: (T Excludios third parly nféfasls i comioloeled invesrmenl funds

The camying amount of assaets included in the above tables represents the maximum credit
EXPOSURE.

Foreign currency exposure, including the nel notional amount of foreign currency derivative
positions, is shown in Note 37 for the Group’s key foreign exchange exposures,

=04
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The fair valua of invastment contract liabilities meaasured at amortised cost I8 nol canaidered o
be materially different from the amortised cost camying value,

Tha carrying value of financial instruments expected to be seftied within 12 months (after taking
into ascount valuation allowances, where applicable) s net considered to be materially different fram
the fair valus.

Fair value measurements on a recurring basis

The Group measures at fair value financial Instrurments designated at falr vaiue through profit or
loss. available for sake sacurities portfolios, derivative assets and liabilites, invastmants hald by
investrment funds which are consolidated, Investments in non-consclidated investment funds and
certain investment contract liabilities on a recurring basis. The fair value of a finrancial instrument is the
amount that would be recelved on salks of an asset or pald to transfer a liability in an orderly
transaction betweean market participants at the measurament date,

The degree of udgement used in measunng the fair value of financial instruments generally
coretales with the kevel of pricing obssrvability, Financial Instruments with gquoted prices in atiive
markeis generally have mors pricing observability and less jedgement ks wsed in measuering fair valve.
Conversely, financial instruments traded In other than aclive markets or that do not have guoted
prices have less observability and are measured al fair valuve using valuation models or other pricing
techniques that require more judgement. An active market is one in which transaciions for the asset
or liability being valued occur with sufficient frequency and voluma to provide pricing information on
an ongoing basis,

An other than active market s one in which these are few transactions, the prices are not current.
price gquotations vary substantially either over time or amang market makers, or in which litte
information is released publicly for the asset or liabilty being valued, Pricing obiservability is affected
by a number of factors, including the type of financial instrument, whether the financial instrurment is
new to the market and not yet established, the characteristics specific to the transaction and general
rrearket conditions.

The following methods and assumptions were used by the Group to estimate the fair value of
firancial Instruments.

Financial assets and liabilities
Losns and receivables

For lcans and advances that ars repriced frequently and have had no significant changes in credit
risk, carmying amounts represent a reasonable estimate of fair values. The fair values of other foans are
estimated by discounting expected future cash flows using interest rates offered for similar loans o
barrowers with simllar credit ratings.

The fair values of mortgage loans are estimated by discounting future cash fiows using interest
rates cumently being offered in respect of similar loans to bomowers with similar credit ratings. The falr
values of fixed rate policy loans are eslimated by discounting cash flows at the Intsrest rales changed
on polley loans of similar polickes. currently being issuad. Loans with similar characteristics are
aggregated fof purposses of the caleulations, The carmying values of palicy loans with varabla rates
approximate to their fair value.
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Dabt sacurities and equity securities

The fair values of equily securities are based on guoted markel prices or, I ungueted, on
estimated market values generally based on quoted prices for similar securities. Fair values for fixed
Interest securitkes are based on guoted market prices, where available. For those securities not
actively traded, falr values are estimated using values obtained from private pricing services or by
discounting expected fulure cash flows using a curreni markel rate applicabie to the yield, credit
quality and maturity of the investment. For holdings In hedge funds and limited partnerships, fair
values are determined based on the net asset values provided by the genera partner or manager of
each investment, the accounts of which ara generally sudited on an annunl bases, The transaction
price s used as the best estimate of fair value at nception,

Darivathve financial insirimants

The Group values its derivative financial assels and Habilitles using market transactions and other
markel avidence whanaver possible, incfuding markst basad inputs to models, model callbration to
markel clearing transactions, broker of dealer quotations or allemative pricing sources with
reasonable levels of price transparency. When models are used, the selection of a particutar moded fo
value a derivative depends on the conftract terms of, and specific risks inherent in, the instrument as
well as the avallability of pricing informatiaon in the market. The Group generally uses similar models to
value simitar instrumeants. Valuation models require a variety of inputs, incleding contractual tarms,
market prices and rates, yield curves, credit curves, measures of volatility, prepayment rates and
correlations of such inputs. For derivatives that trade In liguid markets, such as generic forwards,
swaps and options, model inputs can generally be verfied and model setection does not invalve
significant management judgment. Examples of inpuls that are gensrally obsanvable include foreign
exchange spol and forward rates, benchmark interest rate curves and volatifities for commaonly traded
optlon producta. Examples of Inputs that may be unobservable Include volatities for less comamonly
traded option products and cormalations batween markat factors

Cash and cash equivatents
The camying amount of cash approximates itz fair value.
Reinsurance recelvables

The carrying amount of amounts receivable from reinsurers is not considerad materially ditfarent
to their fair value.

Fair value of securilies lending invested cofateral and securifies lending payables

Securities lending coliateral is recorded at fair valus. The contract values of securities landing
payables approximate falr value as these obligations are short term In nature.

Cther assels
The camying amount of othes assats is not matedally differant to their fair value, The fair values of
daposits with banks are gansrally based on quoted market prices or, If unguoted, on estimates basad

on discounting future cash flows using avallable market interest rates offered for receivables with
similar characteristics.

Investmen! contract fabifities

For investmeant contract |kabilities the falr values have been estimated using a discounted cash
flow approach based on interest rates currently being offered for similar contracts with maturities
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consistent with those remaining for the contracts baing valued, For investment contracts where the
investment risk t3 bome by the pollcyhoider the fair value generally approximates to the falr value of
the underlying assals,

Investment contracts with DPF enable the contract holder to recelve additional benefits as a
sUpplement 1o guarantsed benefits. These afe mfarmed 1o as participating business and are measirned
and classified according fo the Group practice for insurance contract liabilities and hence are
disclesed within Note 26, These are not measured at faif value as there s currently no agreed
definition of falr value for Investment and insurance contracts with OPF under IFRS. In the absence of
any agreed methodology it Is not possible o provide a range of estimates within which fair value is
likely to tall. The 1ASE is expecting to address this issus in Phase Il of its insurance contracis project.

Barowings

The fair values of borrowings with slatad maturities have been estimated based on discounting
futura cash fiows using the interast rates currantly applicabls to deposite of similar matunitias.

Cithar Habilities

The fair value of other unquoted lablities is estimated by discoenting axpected future cash flows
using current markel rates applicable to their yield, credit quality and maturily, excepl for those with
ne stated maturity, where the camying value approximates fo fair vaiue,

Fair value hierarchy

Beginning on 1 December 2007, assals and Eabilities recaorded at falr value in the consolidated
statement of financial position are measured and classified In 8 herarchy for disclosure purposes
consisting of three “levels’ based on the obsenvabllity of inputs avallabie in the marke! place used o
raasure their fair values as discussed balow:

s Lavel 1. Fair value measurements that are quoted prices (unadjusted) In active markets for
idantical assats or liablites that tha Group has tha ability to accese as of the measurament
date, Markel price data ks generally obtained from exchange or dealer markets, The Group
does not adjust the quoted price for such instruments. Assets measured at fair value on a
recurring basis and classified as Level 1 are actively traded listed equities. The Group
caonsiders thal govednmant debt securithes issued by G7 countries (United States, Canada,
France, Germany, italy, Japan, the United Kingdom) and traded in a dealar market to be
Level 1, until they ro longer trade with sufficlent frequency and volume to be considerad
actvely traded.

& Level 2; Far value measurements based on Inpuls other than quoted prices included In
Level 1 that are observable for the asset or liability, either directiy (as prices) or Indirectly
{derivad from prices). Leval 2 inputs include quobed prices for similar assats and liabilities in
actve markets, quoted prices for identical or similar assets or Babdites in markets that are
nat active and inputs other than quated prices that are obsanvabla for the asset and lability,
such as interest rates and yield curves that are observable at commonly guoted intervals.
Assets and liablliies measured at fair value on a recurring basls and classified as Level 2
genarally include government securities issued by non-G7 countries, most investment grade
carporate bonds, hedge fund investments and derivative contracts.

* Level & Fair value measurements based on valuation technigues that usa significant Inputs
that are unobservable. Unobsensable inputs are only used to maasins falf value to the axtant
that relevant observabie inputs are not avallable, allowing for circumstances in which there is
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litte, if any, market activity for the asset or labilty, Asssts and liabilities measured at fair
value on a recurring basis and classified as Level 3 include certain classes of structured
securities, certain derivative contracts, private equity and real estate fund investments, and
direct private aquity invesiments.

In cartain cases, the inputs uged to measure fair value may fBl into different levels of the fair value
hierarchy. In such cases, the level in the fair value hisrarchy within which the fair value measuremeant
Im its entirety falls is determined based on the lowest level input that i significant to the fair value
measurement In its entirety, The Group's assessment of the significance of a particular Input to the
fair value measurement in its entirely requires judgment. In making the assessment, the Group
considers factors specific to the asset or liabiity.

A summany of investmenis camed at fair value according to fair value hierarchy is given below,

Falr vinbua hisrarchy
Loval 1 Lovel 2  Lovel3  Total
Usgem
30 November 2008
Financial assets
Avalable for safe
Dbt sscurdthes .. .. i - ZREES 289 20944
Equity securities—shares in ultimate parent _, ... ....... 87 - - a7
Al fair value through profit or loss
Debt securities
Particlpating funds ... ..cqvnrnornasirnisvinsssnasny — GB35 236 10070
et i o e A = 1487 = 1,487
Onher policyholder and shareholder . ... ... ....00. - B2 170 852
Equity securities
Pariiclpating Mg ... coooiiiiiaiionianissoasoaaiins Ba5 ar 131 1123
T )T R R R S K 5,158 5065 18 5682
Other policyholder and sharsholder . ... ... .o 0000000 1,64 165 149 1,858
Darvative financial assats ., .., e e R i B e e e - 238 14 252
- R e P A Ao pmia s a) F b A 7.681 42855 086 51322
oA i o e e Lo L S e s L SR G B e e 15.4 831 1.8 1000
Financial liabilities
Investment contract labilites . ....ccovviavsniaiinransiins - — 4228 4228
Derivative financial Instrumants ... ... 0 iiiiiiiianiana — 132 B 138
B U e e - 132 4,232 4384
Total B oo ieveee et traar st aama e enama b - 20 a70 1000
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Fair valua hisrarchy
Lewid 1 Leval 2  Laval3  Total
Ussm
30 November 2009
Financial assets
Avaiabke for saie

Debteecurthes .......c i coieimuiiiansirissunanns 21 37533 168 3rre2
Equity securities—shares in ullimate parent .. .......... 82 — — &2

At fair value through profit or loss
Dabt securites

Particlpating fends . .ovviiaimaisaia s v snanns — 1els 204 11,809
Investmant-linked . ... ... cveeiarnirenas Ay R = 1,728 = 1,728
Other pollcyholder and sharsholder ., ... ..o ... 1 Gs 278 244
Equity securities
Paﬂiclpatln-g funds . . aaanan 2088 i5 108 2208
Invastment-linked . ... ... ..o ey 10,384 G5 = 11,080
Other policyholder and shareholder .. ................ 2,807 M 120 2827
Darivative financial 858815 .. ... ... o0 e eminorrorrerronannan - 453 — 453
T e B P R TR e LR e 15,163 52784 885 63832
e - 1 T S ST ATt A S 220 7T 1.3 1000
Financial liabilities
Investment contract llabilites . . ..... ... oo - - G668 5669
Derivative financkal Instrumanis ... ....occiciviiaviarnanas — &9 2 7
TN s oo, b 8 B B e A . - 60 6871 6740
T o s o T A L K - 1.0 830 1000
Falr vk hisrarchy
Lovel 1  Lovel2 Lovel3  Tolal
UiEsm
31 May 2010
Financial assets
Avatabis for sale
DL BT . hn v o bm e e - 40,633 214 40853
Equity securitiea—shares in ultimate parenl .. .......... 77 — - 7

At fair value through profit of logs
Debt securities

Parikclpating s . ... cvververisrs v s e e — 11888 205 12,174
Iveatman s . e e e e e e e e - 1,767 BE 1,853
Other polleyholder and shareholder .. ... ..., - G700 284 854
Equity securities
Paticlpatingfunds . ... ...t 2,351 35 108 2,492
Ivestrmantdinkmd ..o i iieba et 10,435 GET = 11,108
Other pollcyholder and sharsholder .. ... .. oo o ... 3454 93 162 3720
Derivative financlad @ssets .. ... ivivaviniaisiriisrniarnnnnnnns - 521 — s21
Total ........ N np e 16,330 56361 1,058 73,749
e R B R e s S e 221 765 1.4 1000
Financial lkabilities
Investment contract llabilites . ......ceviernnen o — — 8012 8012
Derivative financial inslruments ., ... ... . i nrnnnny — 37 3 a0
Total - a7 B05 8,062
T s a0 BN B A L 8 A - 05 G985 1000
-89
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The tables below s&t out a summary of changes in the Group's Level 3 financial assats and
liabiiities for the year ended 30 November 2009 and period ended 31 May 2010. The tables reflect
galns and losses, including gains and losses on financial assats and llabllities calegorised as Level 3
as at 30 Movember 2008, 30 November 2008 and 31 May 2040 respactively. The tabies do not
present gains or losses for instruments that were sold or transferred out of Level 3 prior o

1 December 2007,

Leve! 3 financial azsets and fabilities

At1December 2007 ..........0coivieeans
Reallsed gainga/osses) .. ... v oo vuvannvnnians
Met movement on investmant cantract
TR o e vom e wc s e
Linrealised gains/logses) relating fo
instruments held at tha reporting date
Regorted in the consolidated income
GLABHTIBIL & o v o aopn i s e
Reported in the consolidated statement of
comprehensiva incams
Purchases, Beues and sefflemsnts . ., .. ... ...
Transfers Intodfoutof) Leved 3 . .. ... ... ..

At1December 2008 . _....................
Reallsed gainslosses) .. .. ooveeviieienians
Mat mevemant on iInvestmeant contract
VRN & o i v i e e
Unrealised gains/fosses) relating to
Instruments still held at the reporting date
Reparted i the consalidated incorma
SLALSITIIN il i s 5 e e e
Reparied in the consolidated statement of
comprehensive incoms
Purchases, ssues and sefflements . .. .. ... ...
Transters intofoutof) Leved 3 .. ... oo oo o0

At1Decembar 2000 ..............c0ciuuis
Reallsed gaINEAIOSS88) . . oo v vaveisanairiiaas
Met movemant an investment contract
=Tl = e e e e s
Uinrealised gains/flosses) relating to
instruments still held at the repaorting date
Reparted in the consolidated income
stabermant oL L.
Reparted in the consolidated statement of
comprenensive incoms
Purchases, lssues and seflements . .. ........
Transfers intofoutoffLeved 3. ...

ALITMay 2010 ... e

Darivative  Demvative
Dbl eqiia. Terancisl Timancial  Investrment
BacANithies  Sac Asgais liabilitias eoniracts
LISSm
1,364 13 4 (12) {5,926)
&1} {7} 5 14 —
- - - - 1,700
(319} {21 - - —
(174} - - - -
121 149 i) it -
251y 46 5 B
e -
874 298 14 {8) (8,226)
(134) 33} 4] -] -
— = - — (2,443
73 23} = = -
245 — - - —
() 5 = < -
{124} 12) (1) _a -
— 2 = S )
650 235 - {2) (6,665)
(13} 2 = 1} -
- - - - {1,343
42 12 - - -
15} o e e =
(28} 1 - — =
L AR . == o .
aany: A8 = - L
=100
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Realised gains and losses arising from the disposal of the Group's Leval 3 financial assats and
lizbilities are presented in the consolidated income statement.

Movements In investment contract Babilites at fair value are offset by movemsnts in the
underlying portiolio of matching assets. Details of the movement in Investment contract liabilities are
provided in Mote 27,

Therg are no differences bebsesn the fair values on initiad recognition and the amounts
cetarmined using wvaluation techniques since the models adopted are calibrated using initial
transaction paces,

Cartain private equity investments are measured at cost because there is no quoted market price
in an active market, The balance of such Investments i USHnil 30 Movember 2007: LSHFIm;
30 November 2008: nik, 30 Movember 2008 nil),

24, Other assels

As at As at As at
30 November 30 Novermber Movembar 31 May
2007 2008 2010
U=5m
Pragaymeanits
Cperating leases of easehodd land .. ......... 683 B85 =10 &ay
B i il e i e e R e o et M 44 44 51 A7
Accrued invesmment COME .. .. ovev i crnnranns Ta6 TEG 854 923
Pansion scheme assats
Defined benefit pension scheme surpluses
(OB o s S R RS SR RS — 3 5 =]
Tl o T S S S S N e e R 1,462 1,499 1,600 1,863

Al amounts ofher than prepayments In respect of operating leases of kasehold land are
expected to be recovered within 12 months after the end of the reporting period, Prepayments in
respect of operating leases of land are expected to be recowvered over the period of the leases shown
Evarbery,

included in "Other Assets' are the following amounts which relate to the Group's interest In
leasehold land and fand use rights which are accounted for as prepayments of operating leases,

Azt A at Asat As at
30 Movenbaer 30 Novenler 30 Movember 31 May
2007 2006 2010
USsm

Land held in Hong Kong

Long-term leages (50 Years] . . .oooveicviiiiinaans 41 536 235 532

Medium-term eases (10-50 Y88M8) .. covaaiaans - - - -

Shor-tarm leases f<10yeans) ... ... .. 00vnrnnns - - -

Land held cutside Hong Kong

- A R G AT R e LN - - - -

Lofg-term leases (>B0 Years) « v aviaiiiniaaiaass 50 48 63 53

Madium-term beases (10-50years) .. ... ......... 2 2 2 2

Short-tenm leeses (<IDYeRS) ...ovvrierivranraars o= s = =

Total i e R e E G8e 690 ﬁ
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25, Cash and cash equivalents

Cash and deposits
Aa ot As ot As o As at
30 Movember 30 Novemnber 30 Hcmmb-f 31 Moy
2007 008 2000 210
UsEsm
Gl L S R R SRR s BBE a0z 1.217 BEg
Cash equivalents .. ....cciviovrrromsrrerrerrsns 1,807 a3e2 2188 2453
TOCERRIETE ' |y i RN 2,583 4,164 3,405 3,222

Note: (T OF cash amd cash eguivalents, LISEEESm ave fald to bach imeestment-inked contrects (30 November 2007 LISSG 1dm;
30 Nowamber 2008 LSE1, 116m; 30 Nowmber 20080 USETGdm) The balance of cih @nd cish aquivaiints consists
of other policyhoider and shamholder

Cazh comprises cash at bank and cash in hand. Cash equivalents comprise bank deposits with
maturities at acquisition of three months o less and monay market funds. Accordingly, all such
Amounts are axpected to ba realised within 12 months after the reporting penod.

26. Insurance contract llabilities

Winar i e Waar andid Waar andad Sin, rvonithe
30 Movernbar 30 Movembs 30 Movember  endad 31 May
2007 2008 200

00
USSm
At beginning of financial period 46,9680 57,161 52,158 63,255
Waluation premiums . ..o vvrirarrrrraress 85l 9676 B522 4,485
Liab#ities released for death or other
termination and related expenses ......... (4,161) (&, 180} {4.632) {2,643
Fees dedusted from account batances ....... 229 {320) (542} {199
Accretion of Interest ... ... ciiiiiiaiias 1,871 1,248 2,080 1,176
Foreign exchange movemeants | PRy 2.1 {4, 165) 4,005 5
Change In asset values altnhuiable m
POllCUIEIENE i e ki s e e 1,264 [3.762) 2,082 157
Transfer to liabikties of the disposal group
classifled as hald forsak ... ... ... .c.0nn - - {57} -
Actuisition af subsidiany ... ... ...l - - 2a1 -
Disposalof subsidlary ... ....... ... ..cnaa.. - - {857} -
Cther movemenlts ... ...ceviieianrasnnsnas 527 {2,200} 22 (455)
Atendof financialperiod . ... ............. 57,161 52,158 83,255 65,781
—— — — —

Insurance confract liabiities nclude amounts relating to Investment-linked contracts of
USEE6.930m {20 Novemnber 2007: USST, 118m; 30 November 2008: USS3,952m; 30 November 2009:
US§T.031m).
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Business description
The table below summarises the key variables on which insurance and lnvestment conitract cash
flows depend.
Faciors
Nathwe of benalils and aflecting Kay
COmpanastion contract oash  reportabla
Typa of contract Matarial trma and conditions Tor claims Thows Bisgmanis
Tradtional Farticipating Participating products combine hnirem guarantesd  *  vesimént  Singapore,
panticipating Iife probection with 0 savings eement.  Doeralits may be paformanca  China,
nssurmce wnth DPF Tha basic sum aesured, payable on  enhanced boged on * Exporses Malgysia
death o mality, may be enhanced mwesiment sepedignca &  Mortahkty
by dividands, the aggregate amourd and othar = Surrenders
ol which is datermined by the cormiderations
perfommancs of a distnct und of
assets and Sabilites, The tming of
cevhdand declaraions 18 51 the
chkscration of the insurer, Local
reguiations generally presceibs a
FriEhifriLeTs proportian of polcyhaldar
participation in declared dividends
Farticipating products combang IEnirmiems = nvesimant Hong
participating protection with o savnge slement.  Donafits may ba paformancs  Kong,
Tha basic sum assured, payable on arhanced based on *  BExpanses Thaila
death or matrity, may be enhanced mvestment sxpacenca =  Mortalty Crher
by divickands b biming of Smount  and other & SETErders Kakes
ol which is at the diecrgtean of e comiderations
ssurer taking ints stcount fasion
such as investment wxperience
Tratonal Benafits pald on death, matunty, Banadits, defined in = Mortality A
nan-panicipatng e michness of disability ihat are fied  the insurance = Mcebidity
and guarartesd and not ol contracl, &e * Lapaes
discretion of the insurer delermingd by the *  Experses
conract and ane not
ol pcled by
EnvgRtmant
parfommance o the
parfornance of 1he
coMract &% 8 whols
Accident and haalth Thase products provids meorbedity  Benefits. defined in = Mortakity Aa
oF SICKress Dansdns and nchecs he INsUFANCS oomract  «  Moredity
halth, disabllity, cribeal finesg and  are determingd by e+ Lapsss
BETICEN GO contract and wenol ¢ Expances
afacted Bvesimant
parfomancs or tha
parommance o the
confract os 2 whoks
Irstrnant - linked Irrebstrvesd-linkind comracts Banefits are bassd o = esiment AR
combine savings with protection,  the vabus of the parformance
this cash waiue of the policy wnitissd funds and ®  Laseas
dapandng on the vaiue of ustised  death banafits * Expenses
Tunds = Mortakty
Unlvara sl R The cuttaEmar pays el Baruafits are bagad on & Avesirment AR
pramiums subject 10 specifed imits the account balance parfarmancd
accumulated in an account balance  and death benadit = Crediting
which are credifed with mberest ot & raten
rata sad by the insurer, and a daath = Lipses
banelit which may be vared by the =  Experses
customar *  Meortality

Nabe: (Th Othar than the Growp's corponale and alfer segrment
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Methodology and assumptions

The most significant items to which profit for the period and sharehcdders' equity are sensitive are
market, insurance and lapsa risks which are shown in the table befow. Indirect expasure indicates that
there is a second order impact. For example, whilst the profit for the period atiributable o
shareholders is not directly affected by investmeant income earmed where the investment risk is bome
by policyholders {for example, in respect of investment-linked contracts), there is a second order
affect through the investment managemsnt fess which the Grosp eams by managing such
Investments, The distinction between direct and Indirect exposure is not intended 1o indicate the
relative sensiltivity o each of these lems. Where the direct exposune is shown ag baing "nal neutral®
this I3 because the exposure to market and credit risk is offset by a comesponding movement in
insurance contract lEabllities.

Markat sl crosl ek
Dt expoaury
Insurance and Rigkca Significant
Envestmant mssen A atid with rela bed IR
Type of conbraci pzenfrascd lybdbes. inwvastnent portioln Indsect anposuss ard lapsa risks
Tradibonal particpating Participating  *  hiot noutnl axcept = Pat reutral ecospt v rvestmant impact of
Wfe asssronos with DFF Sunds for tha e 's for v insurer s oo TTRnCs o slsnoy
shars of share of wbjact to on future
particpating partcipating wnaathing dinbdanids
irvremtrment imvestrment through disidend
pedorranoe perisrmance declarmhions *  Morality
o ETarees & CGArnnhse
La i1 g & Mt nisutml excapt & M riral exoept = Frvssimant s ot of
participating for the inearer's. for S Insurec's perlortrancs peraistansy
business share of share o oo future
participatng partoipating dierdends
Irvreshment investmant
o e parsrmances * Morainy
= (Guararess = Guaronbsss
Trodibonal *  investment v (GUGrInbae. * Mot opplicoble v Morlality
o e parormance
particpasng *  Parsishency
= Gl dakt .
» mnet babiity mismatch risk
Actudent and heath * Losarsto *  Investmens * Mot ppplicoble + Clams
PRGNS LRl )
*  Credf risk o Moty
* Parsisbency
= Anged babiity mesmatch sk
Pensions = Net neutm! = Pt restrad +  Parfonmance *  Persistency
relates
*  Assat abdity rismateh risk i
Mrasagsment
foan
Investmeant-linked = Nl neutrl = Mol reuiral * Perfornance = Parsistency
nelated
Aromerran Worainy
franagermant
ieas
Univoraal life *  Guarariees = Inwasbmant *  Sprand Detveden +  Ndorladity
PR i rase and 2
« Crndi rink oediingrateto * Fewstency
policyhoiders * Withdreas

* Asast Eobidity mismatch nsk
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The Greup is also exposed to currency risk in réspect of its operations, and o Interest rate sk,
credit sk and equily price risk on assets representing net shareholders” equity, and 1o expense risk
to the extent that actual expenses exceed thoss that can be charged to Insurance and investment
contract holders on non-participating business. Expenss assumptions applied in the Group's actuarial
valuation models assume a conlinuing level of business volumes,

Vialuation inferest rales
As at 31 May 2010, the range of applicable valuation Interest rates for traditional Insurance

contracts which vary by territory, year of suance and products, within the first 20 years are as
follows:

HOI RN s e s e e e e ey 3.50% - 7.50%
TR i e T e e T T e e A e e e e 2.60% - 2.00%
SOOI 4 & o v 0w b o i, R A A R e B 2.00% - 10,00%
IR RN - o e B B T B TR B R T s A A S B b 3.70% - B90%
BN s o e o e Lo i o K A S LA B B R 4 L B, B B e 3.23% - B.50%
PHIRpRINeS . ooy ved vai i iiaa s G LG R b e TR R e e BT (Y ) A B S i 4.40% - 9.20%
e LT R 3.37% - 10.80%
Y 5 A s T A s S e e e e S Rl s 507% - 12.25%
PUIBIIRRE .. 4 o ot et ot i g e i R g B i e A SRS LRSS 383%-T.11%
e BN o s L e N R R e S SR R SR L 3.83% - 5.78%
AR o i B e, o W A o i R o A 1.75% - 6.50%

27. Investment contract liabilities

Yaur adedird Yanr andod Yaar anded S months anded
30 Nowermnber 3 November 30 Novembar 31 May
007 2008 2009 2010
USSm

At beginning of financial period ... ... . 3,482 6,505 4,808 7.780

Effect of foreign exchange translation . .... 20 (33) 102 (17

Investment contract benefits .. .......... 1,228 (2,047} 2,164 {117}

Foes oharmd ... Co.oiniieiioiiiioiinns 22 {174) (328 {116)
Met dapositeifeithdrawals) and other

MOOVBINEINMS & i e e s e s e s 1,907 Ga7 942 482

Atendof financlalperiod .............. 6,505 4,808 7.780 8012

Investment contract labilties Inclede amounts relating to investrment-linked Eabilities of
LIS$E,810m {30 November 2007: LSS5 926m; 30 November 2008: US$4,226m; 30 Novembar 2008:
LIS$5,.669m).
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28. Effect of changes in assumptions and estimates

The fable below sels out the sensifivities of the assumplions in respect of Insurance and
imrestment contracts with OFF to key variables, This disciosune only alfows for the impact on Babilities
and related assels, such as reinsurance, and deferred acquisition costs and does nol allow for
offgatting movements In the fair value of financial assets backing those liabllitles.

As al As at Asal As af
J0Movember 30 Mowernbaer 30 November 31 May
2007 008 2000 210
USSHm
{Increasa)/decrease in insurance contract
liabilities, aquity and profit before tax
Iriterest rates +0.6% .. ..o i i aniiia i 7 T 4 5
Interestrates -0.5% .. ... ccviicnirniriiiiniaans &) L] 4 )
Expenses+10% ....iieiiiiiiie i i1 {3) 2 (1
Martality +90% .. ... &) i {10 {11}
Lapee e #5% oot it b e 19 @1} {12) {18}

Future policy benefits for traditional life insurance policies (including Investment contracts with
DPF) are calculated using a net level premium valuation method with rederence o best estimate
azssumplions et at policy Inception date unless a deficiency arises on liablity adequacy testing. Thare
Is no impact of the above assumpiion sensitivities on the carrying amount of traditional iife Insurance
liabilities as the sensitivities presented would nat have trigoared a liabilty adegquacy adjustment.
Dunng the periods presented there was no effect of changes in assumplions and estimates on the
Group's traditional Iife products.,

For interest sensitive insurance contracts, such as universal life products and investmant-linked
contracts, assumptions are made at each reporting date including mortality, persistency, expenses,
future investment eamings and future crediting rates.

The impact of changes in assumptions on the valzation of imsurance and mnestment contracts
with DPF was USSTm increase in profit (30 November 2007; USS17m; 30 Movemnber 2008; US$(11)m;
30 November 2009; US$88¥m).

20, Borrowings

As at As at As al As al
30 Movember 30 Movermber 30 Movembar 39 May
2007 pane:] 2009 200
USSm

B R e S R e L 548 548 549 4985
Bankowerdralt® . .....vauccivasisiinii i dakaans | 88 85 133
Leans fram fallow subsidiaries of ANG ... .. ....... 812 20 50 &0
O IEMONIE i o e e a2 _5 _4 .
ORI - i S W 1,461 661 688 682
e — . =

Properties with & book value of US$TS5Tm al 31 May 2010 (30 November 2007 US$TSSm;
30 MNovernber 2008; USETS1m; 30 MNovember 20095 LIS$TS8m) and a fair valee of US$1,309m at
31 May 2010 (30 November 2007: USS1,101m; 30 November 2008: US$1,107m; 30 Nowvember 2009:
US%1 316m) and cash and cash equivalents with a book value of USESdm (30 Novamber 2007:
USE26m; 30 November 2008: US$41m; 30 Movember 200% USHTEm) are pledged as security with
respect to amounts discicsad as bank loans above, Interest on loans reflects market rates of interest
with the exception of cerlain related party bomowings which are repayable on demand, Interest
expense on borrowings s shown in Note 9. Further Information relating to interest rates and the
rraturity profile of Borrowings is presanted in Note 37,
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30, Obligations under securities lending and repurchasa agreameants

The Group has entered Info securitles lending agreements whereby securilies are loaned to both
third parties and a related party. in addition, the Group has entered into repurchase agreaments
whereby securities are sold 1o third parties with a concurrent agreemenl to repurchase the securities
at a spacified date.

The securities related 1o these agreements are nol derecognised from the Group's consolidated
statement of financlal position, but are retained within the appropriate financial asset classification.
The following table specifies the amounts included within financial investments subject to securites
lending or repurchass agreemesnts at each pariod and;

As at Ag at As at A at
30 Nowembes 30 November 30 November 31 My
2007 008 2000 210
LUS5m
Debt securities:
Repurchass agreements ... .ovvevrrnenrnars 1.620 an 35 1018
Securities lending
Redated portes ... ovvniiiinieesioa sy 123 578 = ~
5, 1 Sy 2445 1,681 - =
- 5,207 2,100 N5 1.018
E -3 - - -] E ] E—
Coitateral

Ganerally, tha Group recalved collateral in axcess of 100% of the fair value of securities loanad
from all borrowsers, typécally consisting of cash or debt securites. Curing 2009 and 2008, borowers
were not providing collateral 1o 100% of the fair value of the securities lent; however, the Group's
uitimate parent company provided additional collateral 1o fully collateralize the armangements.

Collateral received under securities lending or consideration recelved for repurchase agreements
typically consists of cash or debt securities. Collateral received in the form of cash, which s not
legaly segregated from the Group. s recognised as an assst in the consolidated statement of
financial pasition, with a corresponding liability for its repayment.

MNon-cash collaterad received Is not recognised in the consclidated statement of financlal position
unless the Group either sells or repledges these assets In the absence of default, at which point the
obligation to ratum this collateral is ecognised as a liability.

The falr value of nen-cash collateral received trom securities lending agreements and the
respective amount which the Group can sefl or re-pledge in the absence of default is disclosed in the

tabie below:
A at Aa at
30 November 30 Movember 30 November 31 May
s} 60
Lrssm
Debt securities
Fralabad pRFHER . ..o\ iww ciswes sonse veiss e o - 3080 - -
I L e s R S -— - - -
B S L e — 390 — -
— — I —
Collateral available for pledgefsale .. ... ........ — ) - o

The value of collateral that was actually sold or re-pledged In the absence of dafault was nil for all
paricds.
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Obligations under securities lending and reépurchass agreements comprise the Tallowing:

As Az at A As it
30 Movember 30 Novernber 30 Novembar 31 May
2007 2008 2008 2010
Ussm

Securities lending
FrekEbae] DR v oo weesin s oy smmiir oy nne e 1,284 a57 - -
O o e L L R SR S 2523 1,306 - -
Frepurchass agreaments .. ... . ...ooverrernernnas 1,581 755 254 a7
TOM .o civivira s rararta s i e e 5,305 2,718 284 670
_ e = =

Cn 10 Movember 2008, the Group entered into an agreement with AlG Funding. Inc. ('AIGF")
whereby the Group can borow from AIGF to return cash collateral o securities borowers in
connastion with a portfolio of sesurities foans of which AIG Securities Lending {Iraland) Ltd [AIGSL") is
the agent.

The Group could only borrew under this facility If the collateral investment aceount maintained on
behalf of the Group did not have sufficient cash at the time 1o salisly the Group's obfigations 1o repay
the third party borrowers,

Under the tarms of this agreamant, interest accrued on the outstanding borrowings at thres
manths USE LIECR-BBA plus 1% per annum, Eithar party was allowed to terminate the agreament at
any tims upon 30 business days prior written notice 1o the other party.

The Group did not draw down on this agreemant at any time. Effective 30 MNovember 2009, the
Group terminated AIGSL's ability to maxe additional loans on behall of the Group. AS there wans no
outstanding loans under the programime, the Group no longer had the ability to draw down under this
agreement. Effective -5 March 2010 and 26 April 2010, the agreement was terminated by AlA and
AlA-B respectivaly.

31. Impairment of tinancial assets
Impairment of financial assets

In accordance with the Group's accounting poficles, Impaiment reviews were performed for
available for sale securities and loans and receivabies.

Available for sale debt securities

During the pericd 1031 May 2010, impaiment losses of USS1m (for the year ended 30 November
2007 nil; for the year ended 30 November 2008: USS142m; for the year ended 30 November 2009:
LISEETm; six month pencd ended 31 May 2009 [unaudited): USS31m) wers recagnised in respect of
available for sale debt segurities.

Tha carrying amounts of availablbe for sales dabi sscurities that are individually detarmined to be
impaired at 31 May 2010 was US$E6m (30 November 2008: US$95m; 30 November 2008: LIS$81m;
30 November 2007 LS$nil),
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Loans and receivables

The Group's primary potential credit risk exposure in respect of loans and recelvables arises in
respact of policy ioans and a portfolic of morigage loans on residential and commercial real estate
(see Note 21 Financial investmants for further details). The Group's cradit exposuns on palicy loans is
mitigated because, it and when the total indebledness on any policy, including interest due and
acerued, exceads the cash surrender value, the policy terminates and becomes void. The Group has
a fiest llen on all poficies which are subject to paicy loans.

The carrying amounts of loans and recelvables that are Individually datermined to be impalred at
31 May 2010 was USE30m (30 November 2008 USS32m: 30 November 2008: LISS30m:
30 November 2007, LIS$30m),

The Group has a porifolio of residential and commerncial morgage loans which it originates. To
the extent that any such loans are past their due dates specific aiowance is mada, together with a
collective allowance, based on historical delinquency, Insurance recelvables are short term in rature
and cover is not provided if consideration is not received. An ageing of accounts recelvable s not
provided as all amounis are due within 1 year and cover is cancelled il consideration is not received.

32. Provisions

Employes bansfits  Othar  Total
LrESm

At1 December 2006 . ... .. e S R 50 Bs 135
Charged to the consolidated income statement .......c.occevainans 11 4 15
Exchangs diHramnces . ..., coviiiiciviiassnrarsaisiininsinarans 1 1 2
Eiilsad cisring the yelr L D0 e e b W ] 3 (o
At 30 Movernber 2007 ... ....iuuiriiabasiaiaseanirarasassans 55 BT 142
Charged to the consolidated income statement ... .00 o ieaaes 11 3 aZ
Exchange citeIameem . . o oo v ininesnsae ciesias ineina insauns {10} @ (13
LM e - A G A WOBE o - o o wiia s s o 4 e (3] (2} =7}
At30MNovember 2008 ... ... ... iiiiiiiei b e 53 113 168
Charged to the consolidated Income statement™ ... ..., 16 131 147
Incurred in connection with acquisition of a subsidiany .. ... ..., - a0
Exchange differences .. ...oveiiieiiiimiraieansanissrascascans 3 2 12
ot rDEIONR . e e A e A R e R S AR 2} - 2}
Uthlised during e year .......cioeiiiicaiasnsssiserascasnsns - 73 (13
AtI0OMNovermnber 2008 ... ... .. . ivivieinir s e e 70 210 280
Charged to the consolidated Income statement™ ... ...... ... o0e T 28 35
BRSO R S e S R i s e 1 {1 -
Fiataassd durlng the period .. ...t iisiiiiii e iases - {18y (18}
LIttt eluarinigg IV PO . ... ie e e raana _i5) (104) {108
ALIUMRY 2RI .o AR A AR s e 73 115 188
= I

Nega (1} Of the prodigions chargad to e congoldated income statemant as “Other” during the sl month penod snded
31 May 2010, US218m {or the year anded 30 Nowsmbde 2000 US3EIm, for the year anded 30 Movember 2008
UE510m, gix month pedod ended 31 May 2008 funmedited: LSERHm) rolafed to provision for restructuring and
saparation costs

Further detalls of provisions for employee post retirement benefits are provided in Note 38,
Other provisions

Othar provisions comprse provisions in respect of regulatory matters, ltigaton, reorganisation
and mastructuring. In view of the divarss nature of the matters provided for and the contingant nature

of the mattars to which they ralats the Group is unable 1o provide an accurate assessmant of the tam
aver which provisions are expected fo be utilised.
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3. Other liabilities

s At A5 at As at As &t
30 Movembar 30 Novernber 30 November 31 May

2007 Z008 2008 2010

USSm
Trade and ctherpayables . .. ... .. coveivianann 1,389 1,082 1,162 1,054
Third party Interests in consolidated investmeant

RRGE L e e e e e i 720 388 3u7 440
Payabies from purchases of investments ... ..., 84 72 396 510
Rainsurance payables ... ... . oo iniiaeiaa. 101 35 57 ]
Tl L S A TR 2,204 1,587 20z 2083

Third party interests in consclidated investmant funds conssst of thind party unit holders” interests
in consolidated investment funds which are refiected as a liability since they can be put back o the
Group for cash.

Trade and othar payables are all expected (o be settied within 12 months after the end -of the
reparting period. The realisation of third party interests in investment funds cannot be predicted with
aceuracy since thess represent the Interssts of third party unit holders in consoldated investment
funds held to back insurance and investment contract liabilities and are subject to marked risk and the
actions of third party investors.

34. Share capital and resoerves

Share capital
Az 3t As o As 3t s ot
30 Novernber 3007 30 Novembaer 2008 30 November 2000 31 May 2010
Million MeRion Milion Maiion
sharas USEm shikres LISSm shares UsSSm sharas USEm
Authorised
Ordinary shares of US$1
B0 e s 20,000 20,000 20000 20000 20,000 20000 20000 20000
Issued and fully pald
At ztart of tha reporting
PO v e 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12000
Shares issued during the
o, b R — —_ - — - - e At
At end of the reporting
parked L s 12,000 12,000 12,000 12,000 12,000 12,000 12,044 12044
L B _ .- B _ BN _ B B . _____J
Shares yet to be issued . .. - — -_ - 44 44 - -
Sharepremium ........... 1814 1,914 1,914 1.914

There were no shares issued under share option schemes in the petiod. The Company and its
subsidiaries have not undertaken any purchase, sale, or redemption of the Company’s isswed share
capltal in the reporting period. Share premium of USS1,214m represents the difference batween the
nat book valus of the Group on acquisition by the Company of US$13,958m and the nominal value of
the share capltal issued of US$12,044m,
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Reserves
Fair value resarve

The fakr value resenve comprises the cumulative net changs In the fakr value of available for salke
sacurities hald at the end of the reparting period,

Fovaign curmancy translation resanve

The fossign currency transiation reserve comprises all foreign cumency exchange differences
arising from the transkation of the financlal siatements of foreign operations.

Other resarves

Other nesemnves include the iImpact of mergar accounting for businéss combinations Under
cornmaon control and shafe based compeansation,

At 31 May 2010 the Company does not have any distributable resarves.

35. Non-controlling interests

As a1 Az at A As at
30 Movember 30 Noverber 30 November 31 May
2007 2008 2008 2010
[

Equity sheres insubsidiaries ........c.i0ieiinann & & 51 82

Shiwne of 08MINEE .. vocvvew e vrspamms ey pas o 35 25 - -]

Share of OUAr MEERIVESE ;. . .. ... irncoeaioornais 10 21 o 2

b T R T L A R R s e 51 10 51 60
L__J — ___J . ]

36. Group capital structure
Objectives, pollcies and processes for managing capital

The Group's capital management objectives fotus on mainiaining a strong capital base to
support the development of its business, satisfying regulatory capltal requirements at all times, and
supporting i1 credit rating targets, The Group recognises the impact on shareholdder returns of the
lewsl of equity capital employed and seeks to maintain an appropriate balance,

The Group's capital management function oversees all caplital redaled activities of the Group and
assists senlor management In making caplial decisions. The capital management function participates
in decisians conceming assat-llability managemeant axposures, asset-lability proposals and strategic
asset allocation. Tha capital managament function also engages in ongoing active capital and
solvency management, including malntaining active distogue and relationships with cur regulators and
ratings agencies. The Group has aiso incorporated the capital management framework into its
budgsting process fo ensure capital and dividend policies and programmes are implemented within
the guigelines sat forth by the Group,

Externally mpesed capiial requirerments

The Group is In compllance with the solvency and capilal adequacy requirements of its
regulators. The Group's primary Ensurance regulator at the AlA and AlA-B levels is the Hong Kong
Office of the Commissionar of Insurance (HK OCI'), which requires that AlA and AlA-8 meet the
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solvency margin requirements of the Hong Kong Insimance Companies Ordinance. The Hong Kong
nsurance Companies Ordinance among other matters) sats minimum solvency margin requiraments
that an Insurer must meet In order to be authorlsed to carmy on Inswrance business In or from Hong
Kong, The HK OC requires AlA and AlA-B to maintain an excess of assels over habiities of nol less
than the required minimum solvency margin. The amount required under the Hong Kong Insurance
Companies Ordinance as the minimum solvency margin can be determined and may be treated as
100% of that amount. The excess of assets over liabllities to be maintained by AlA and AlA-B required
by thes HEC CCH ks niot kess than 150% of that amount.

The Group's Individual branches and subsidiares are also subject to the supenision of
govarnment regulators in the jurisdictions in which those branches and subsidianes are domiciied.
The varicus reguiators overseeing the Group actively monitor the solvency margin position of the
Group. AlA and AlA-B submit annual filings o the HK OCH of their solvency margin position based on
thelr annual audited accounts, and the Group's other operating units perform simslar annual filings
with thelr respeciive local reguiatons,

The ability of the Company to pay dividends and meet other obligations depends on dividends
and other payments from its operating subsidianes and branches, which are subject o contractual,
regulatary and othar limitations. The varous msgulators overssaing the individual branches and
subsidiaries of the Group have the discretion to impose additional resirictions on the ability of those
regulated subsidiares and branches to make payment of dividends or other distributions and
payments to AlA, including increasing the required margin of solvency that an cperating unit must
fraintain.

The payment of dividends and other distributions and payments by the Company’s subsidiarkes
and their branches s regulated by applicable insurance, loreign exchange and tax and other laws,
rules and reguiations. The amount and timing of ceran dividends, distnbutions and athar payments
require regulatary approval. In particular, the payment of dividends, distributions and other paymants
to the Caompany from AlA is sublect 1o the ovarsight of the Office of the Commissionsr of Insurance of
Hong Kong. In adaition, surplus capital may not be remittad out of Thailand (n pamicular, including by
AlA Thailand Branch to its Head Office in Hong Kong, without the consent of the Office of the
msurance Commission in Thalland, More generally, regulators may prohibit the payment of divedends
or ather distributions and payments by our regulated subsidiaries and branches if they determine that
such payment could be adverse to the Intereats of relevant policyhaldars or contract holders.

Capital and Requiatory Crders Speclic o the Group
Following the AIG evenls as described In note 44, certaln reguiators of the Group imposed
additional reguirements or restrictions on certain of its branches and subsidianes, These requiraments

and restrictions may be amendad or revoked at the relevant regulator's discration. As of the date
harsaf, the redulmments and ratrctions surimanzed balow remaln in affect,

Hong Kong Office of the Commissioner of Insurance

Letters dated 17 September 2008 were issued from the HK OCI to each of AlA and AIA-B
{'Section 35 Orders') requiring each of AlA or ALA-B, including all of their branches, as appropriate:

11} to ensure that all iInsurance business and all transactions with any "specified person” (which

includes but k= not limited to its branches, directors, controllers, sharehoiders and associates
or group companias) is on normal commercial tarms;

{2} toensure that AlA or AA-B not place any deposit with or transter assets (except for normal
insurance transactions) or provide financial assistance o any specified passon without first
chbtaining written consant from the HK OG); and
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3} to inform the HK OC1 as scon as practicable of any circumstances which may put the
interest of policyholdars or potential poticyholders at nisk.

Among other consequences, ihe Section 35 Cnders place restrictions on the ability of AlA and
AlA-B to engage in capital related transactions with specified persons. Accordingly, the Section 38
Crders restrict the abifity of AlA and AIA-E to pay dividends to thelr parent companies, and limit their
ability to engage in intercompany transactions with specified persons, such as payment of
Intercompany service fees without first obtaining written consent from the HK OCL

By further letters dated 18 Seplember 2008 (o AlA and AlA-B. the Hong Kong Insurance Authority
reguired that AlA and AlA-B nol acquire a new controfler who exercises 15% or mone of the voling
power at their general meetings or the general meetings of thelr parent companies without first
obtaining written consent from the Hong Kong Insurance Authority.

The Ingurance Authority has informed us by a letter dated 2010 that the Section 35 Orders
will be pascinded on the first day of dealings in shares of AlA Group Limited on the Hong Kong Stock
Exchanga in consideration of the undertakings described balow.

AIG has given the Insurance Authority am undertaking that, with effect from the date of the
resciasion of the Section 35 Orders and for 50 long as AIG directly or indirectly holds & legal or
benaficial intenast in ALA Group Limited in excess of 10% of the outstanding or issied share capital of
Alf Group Limited (or AIG direotly or indirectly s entitied to exercise, or control the exercise of, 10%
of mare of the valing power at any general meeting of AlA Group Limited), AlG will ensure that,
except with the prior written consent of the Insurance Authority:

iy any AIG Group holder of AIG's Intereat In ALA Group Limited that Is controlled by AIG will
abstain from vating in any shamholder votle of AlA Group Limited for the approval of a
dividand distributsn to AlA Group Limited's shareholders; and

i) AIG will not, either directly or indirectly or through a member of the AIG Group that AIG
controls: (a) aceept any deposit from any member of the AlA Group; (b) be the reciplent of
any assels wansfemed from any member of the A Group except for (X) normal insurance
transactions of any arrangements on nomial commercial terms In place as of the date of the
undertaking (inciuding renewals thersof), and (y} dividends distribuied to shareholders of AlA
Group Limited that have been approved by the other shareholders of AlA Group Limited; or
{ch accept any financial assistance {l.e., the granting of credit, lending of money, providing of
securily for or the guaranieeing of a loan) from any member of the AL Group.

AlA Group Limited has given to the insurance Authorlty an undertaking that AlA Group Limited
waill:

fiy ensure that (a) AlA and AlA-B will at all imes maintain a soivency margin ratio of not less
than 150%, both on an individual insurer basis and on an AIRSAIA-B consolidated basis; (B) It
will not withdraw capital or transfer any funds or assets out of sither AlA or AW-B that will
causae AlA's or AlA-B's soivency ratio to fall below 150%, except with, In either case, the
peior written consent of the Insurance Authority; and (¢} should the solvency ratio of either
AlA or AA-B fall below 150%, AL Group Limited will take steps as soon as possible o
restore It to at least 150% in a manner acceptable to the Insurance Authority;

i) ensure that, for so long as AIG directly or indirectly holds a legal or beneficial interest in ALA
Group Limited in excess of 10% of the ocutstanding or issued share capital of AlA Group
Limited {or AlG directly or indirectly i5 antitied 1o axerciss, or conlrol the sarcse of, 10% of
mare of the voting power at any genaral mesting of AlA Group Limited), AlA and AlA-B shail
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not, without first oblaining written consent from the Imsurance Authorty: (a) plase any
deposit from any member of the AlA Group with AIG andfor any membser of the AIG Group
that AIG controls (excluding AlA Group Limited, its subskdlaries and their branchesl (D)
ransfer any assets o AIG andfor any member of the AIG Group thal AlG controls {(excluding
AlA Group Limited, its subsidiaries and their branches), except for normal insurance
transactions of any arrangements on normal commercial lerms in place as of the date of the
undertaking (Including renewals thereof); or [t} provide any financial assisiance to AIG and/for
any membar of the AIG Group that AIG confrofs jexcluding AlA Group Limiled, its
subsidiaries and their branches);

i) comply with the guldance sat out in a letter from the Insurance Authorty to AlA Group
Limited, dated as of 2010, which confirms that the AlA Group will be subject to the
supervision of the Insurarce Authority and AL Group Limited will be required to continually
comgly with the Insurance Authority’s guidance on the “fit and proper™ standards of a
controllar pursuant to Section B(2) of the ICO These standards include the sulficiency of a
haolding company’s financial rescurces, the viability of a holding company's business plan for
its regulated insurers, the clarity of the group’s legal, managarial and oparational struciures;
the identities of any other holding companies or major regulated subsidiaries; wheather the
holding company, s dirsctors of controllers i sublest to receivership, administration,
liguidation or other similar proceedings: the soundness of the group's corporate govemnance;
the soundness of the group's risk management framework; the recelpt of information from its
regulated insurers to ensure that they are managed in compillance with applicable laws, rulkes
and regulation; and lfs role in overseelng and managing the cperations of Its regulated
insurers; and

fv) fulfil ali enhancements or improvements to the guidance referred to in sub-paragraph (iil)
above, as well as administrative measures issved from ime to time by the Insurance
Authorlty or requiremants that may be prescribed by the Insurance Autharity In accordance
with the G0, reguiations under the G0 or Guidance Notes issued by the Insurance Autharity
fraam e to time.

Monetary Autharity of Singapore

Since October 2008, the Monetary Authority of Singapore (*MAS") has issued cerlaln directions
to AlA Singapore Branch (CAIAST) specifying that it comply with increased capitai adequacy
reguirements, In addiion, the direstions provide that prior MAS consent be sought in respect of
gerlain fransactions including transiers or disposals of certain assets including land or buildings) and
financing and guarantes arrangements. The directions also impose certain additional reporting
requirements on AMS, As g regulated entity, AlA has warious discussions with the MAS. The
discussions with the MAS In refation 1o the lifting of the directions after listing of AlA Group Limited
shares on the Hong Kong Stock Exchange have been favourable as MAS lakes further comfart that
AlAS intends to become a locally incarporated subsidiary of AlA in the foreseeatie fulure.

Bermuda Monetary Authority

On 2 August 2010, the BMA and AlA-B entered into a Letter Agreement. In the Lefter Agreement,
AlA-B agrees to:

{1} seex prior approval from the BMA before entering Into an Outpayment Transaction (a
payment or transfer of assets oul of AIA-B relating to & single transaction or matter)
transactions outside the Mormal Courss of Business which is comprised of a singla payment
of serles of multiple linked payments that, in the aggregate would equal of exceed
LIS$15,000.000;
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2} natify the BMA bafore entesing into an Cutpayment Transaction below US$15,000,000 which
s cutside the MNormal Course of Businass (the BMA may request additional Information and
shall provide a written objection within 72 houwrs of recelpt of the additional Information); and

(3} adaly basss raport fo the BMA on; 1) transters of more than US$1,000,000 per fransaction or
an aggregate amount of greater than US$1000000 per day from AW-B to another
jurisdiction other than where e fund originaled (1o include inter-jurisdictional transters
within AIAE or branch of AIA-BE (i) transactions of greater than US$15,000.000 whather
incoming or outgoing; (i} all material issues having an impact threshold of equai to or greater
than 0% of AlA-B's tolal statutory capital and surplus.

The obligations of AlA-B under the Letier Agreement shall be extinguished in the event that the
majority cwnership Interast of AlA-B |s sold, transferred or assigned to a third party purchaser. The
Group i in discussions with the EMA in relation to the releass of AlA-B from the obligations under the
Latter Agreemeant in connection with the planned PO of the Group.

China Insurance Reguiaiony Commission

Motices ssusd by the Ghina Insurance Regulatory Commission (CIRCT ordered AlA Shanghal
Branch, Guangdong Branch, Jiangsu Branch, Beifing Branch, Shenzhen Branch, Suzhou Central
Sub-Branch, Dongguan Sub-Branch and Jiangmen Sub-Branch o)

{1} maintain sufficient funds to provide for possible canceflations and to prevent liguidity risks
and mondtor liquidity daily; and

(2} enhance capital stabilty by (3) not entering into any mortgage, guarantes o latter of cradit
of Incurring any debt other than in the normal course of business; (b) not transferring any
assets or funds outside of the PRC; and (c) obtaining approval from the CIRC on any
affitated transaction with AlG including reinsurance transactions (5o as to prevant the fiow of
capital or assets out of the PRC),

The Group ks in discussions with the CGIRC 1o establish a mutually acceptable timetable for
rescission of thess ordars as soon as practicable.

Cther Orders

Comespondence has also been issued to the Group by the Mandatory Provident Fund Schemes
Aulhority in Hong Kong and the regulators in Taiwan, Bruned and Veelnam. Pursuant o this
comespondenca, regular updalss ame to be provided 1o the reguialors, and certain regulators must
provide their consant befors assals are transferred or transactions are enterad Into with connected
parties,

Group capltal posilion

The Group defines ‘capltal’ as the amount of assets In excess of liabiftes measured In
accordance with the Hong Kong Insurance Companies Ordinance, The Group defines total avaiable
capital as the amount of assals in axcess of lablkties measured In accordancs with the Insurancs
Companles Ordinance and 'required capital” as the minimum reguired margin of sclvency calculated
In accordance with the Insurance Companies Ordinance, The solvency margin ratio is the ratio of total
available capital to required capital, A number of transactions undertaken in 2008 and 2009 enhanced
the solvency position of the Group. With affect from 28 Fabruary 2009, AlA-B and AlA Australia,
among others, become subsidiaries of AlA, and on 3 Movember 2009, the Group acquirad Philam.
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In January 2009, the HK OCI introduced temporary relief measures to all Hong Kong regulated
long-term and composite insurers in responss 1o the unprecedented level of volatility in global capital
markets and low Interest rate environment. These measwres apply 1o financial years running from
2008 1o 2010, after which & review will be conducted,

The capital positions of the Group's tWo pringipal operating companias as of 30 November 2007,
2008 and 2009 and 31 May 2010 are illustrated In the table:

30 Howmbaer WD M s A Nowinabed 31 May
2007 M s 2000

Todnl Sobvency  Tobad Soteency  Total Saber ey
avallable Bequired m available Faured svadable Rogured masgn  avallable Pequired m
capiinl  oapitsel rm‘ oapital  capsinl eaphal  capial ke capiisl  ospibsl $
USEm
AA L. 25571 BST 1E88% 2751 1,318 208% 4811 1847 IN% 5185 1604 312%
AlR-B .. 2,518 648 339% 1489 oB4 275% 2,742 |1 0% 3,120 823 338%

37. Risk management
Risk managemant framewaork

The managed acceptance of risk is fundamenta! to the Group's insurance business model, The
Group's risk management framework seeks 1o effectively manage, rather than efiminate, the risks the
Group faces.

The Group's cantral risk management framework requites all oparations to establish processes
for igenlifying, evaluating and managing the key risks faced by the organisation. This risk
management framework has evolved In recent years and now encompassss an astablished risk
governance structure with clear oversight and assignment of responsibility for monitoring and
management of strategic, operational and financial risks,

Insurance and financlal risk exposures

As an insurance group, the Group is exposed to a range of Insurance and financial risks. The
Group applies a consisfent risk management philosophy that is embedded in management processes
and condrols such that both exisling and emerging rsks are considered and addressed,

The following section summarises the Group's key risk exposures and the primary policles and
processes used by the Group to manage its expoaures to thess risks,

Insurance risk

The Group considers insurance risk lo be a combination of the following component risks:

& inadequate or inappropriate product design;

& inappropriate undenariting or pricing of policies,

®  fapsa risk and

& yarability in claims experience,

Expenence shows that the larger the portfolio of similar Insurance confracts, the smaller the
relative variability of the expected oulcome, The Group has developed its insurance underwriting
afrategy to diversify the type of insurance risks accepted and o achiave a sufficiently large population
of risks to reduce the varability of the expecied cutcoms.
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Produuct dasign risk

Product design risk refers to potential defecis in product design and pricing. The Group manages
product design risk by completing pre-faunch reviews and approval of products by local and the
Group funclicnal departments such as actuarial and underwriling. These deparimenis have significant
experience and have developed proprietary expertise to dentify patential fiaws in product design.

Thare is a strong focus within the Group on actively managing each part of the actuanal control
cycle to minimise rsk In the In-forse book as well as for new business acceptances, A significant
component of the Group's long-term insurance business fs participating in nature whaéra the Group
has the ability to adjust dividends to reflect markst conditions, This reduces the Group's exposure o
changes in circumstances, In particular investrnent returng, that may asze during the lite of long-term
Insuranca polichas.

Fricing and underwriting risk

Pricing and underwriting risk refers to the possibllity of product refated Income baing inadequate
te suppart futune obligations arising from those contracts,

The Group manages pricing and undarwriting risk by adhering to group wide undensriting
guidelines. Each operating unit maintains a team of professional underwriters who review and ssdect
risks thal are consistent with the underwriting strategy of the Group. A second layer of underwriting
review is conducted by the Group for complex and large Insurance risks. Amy exceptions reguire
specific approval and may be subject to separate risk management actions.

The Group makes use, |n certain circumstances, of reinsurance o oblain product pricing
expartice when entering new lines of business, products or temritores. Reinsurance is also used, 1o a
limited extent, o manage concentraions of insurance risk. However, the breadth of the Group's
geographical spread and product portfolio creates natural diversification and reduces the axtent to
which concentrations of insurance risk arise.

Claims risk

Glaims risk refers to the possibility that the reguency or Senvarity of claims arsing from insurance
contracts exceads the level anticipated at the time of underwriting. For Insurance contracts wheare
death and diagnosis of critical illness are the insured risk, the most significant factors that could
Increass the overall frequency of claims are epidemics (such as AIDS, SARS or other communicable
conditions) or widespread changes in lilestyle resulting in earlsr or morne clalms than expectad. Other
factors affecting the frequency and sevarity of claims Include the following:

® insurance risk under disabifity contracts is dependent on economic conditions. Recession
ard unemployment tend o increase the number of claims for disability benefits as well as
recuce the rate of recovery from disability;

L insurance rigk under hnsp;!a!laatlnn contracts is dep&ndent oan n‘h&diﬂ-ﬂ cosls and madical
technology; and

& insurance risk under acciden! contracts is more random and depandent on occupation.

The Group sesks to mitigate claims risk by condusting reguiar reviews of mortality and morbidity
experience and considering the Impact of these on reinsurance needs and product design and
pricing. These reviews, alongside other experience studes, resulls and economic oullook data, are
incorporated into new product design and in-force policy managament which iHustrates the banefit of
the Group's scale, history and experence in achieving a coheranl insirance sk managemant

strategy.
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Mortality and morbidity sk in exeess of the respective retention limits ara ceded 1o reduce
volatility in claims experience for the Group.

Lapse risk

L,apsa risk refers (o the pusslbillty of inancial loss dus o early tarmination of contracts where the
acquisition cost incurred may not be recoverable from fulure revere,

The Group carmes out reguiar studies of persistency experience. The resulls are assimilated into
neny and in-force business management. Target pay back periods that form part of the product
pricing controls enablé monitoring of the Group's exposure 1o lapse rsk. Certain products include
surmender charges that entitle the Company 1o acditional fees on early termination by the policyholder,
thereby reducing exposure to lapss risk,

Concentrations of insurance risk

Goncentration of insurance risk rafers to the possibllity of significant financial losses arising from
a lack of diversification, seither geographical or by product type, of the Group's portfolio. Certaln
avents, such as viral pandemics, may give rise to highar levels of martality or morbidity experience
and exhibit geographical concentrations,

The Group has a broad geographical footprint across Asia and iis results are not substantially
dependent upon any one of these individual markets. This breadth provides a natural diversification of
geographic concentrations of insurance and other risks {such as political risks). However, given the
Group's exposure to Asla, it may be relathvaly mone exposed to pandemécs localised in Asla than
insurance groups with a world-wide presence,

Althcugh long-term insurance and investmant business are the Group's primany eperations, the
Group has a range of product offerings, such as term life, accident and health, participating, annuity
and Irveatment-linked, which vary in the extent and nature of risk coverage and thereby reduce
exposuras o concentrations of mortality or masbidity sk, For example, the insured risk for certain
annuity products is survival of the annuitant, whersas the insured risk for a term life product is the
geath of the policyholder,

Az a result of the Group's histary and seale, a substantial volurme of experience data has been
accumulated which assists in evaluation and pricing of insurance sk, The Group's capital position
combined with its profitable product portfolic and diversified geographical presence are faciors in
management's degiskon (o retain {rather than reinsure} a high propartion of its written insurance risks,

Concentrations of risk are managed within each markel through the monitoring of product salkes
and size of the in-force book by product group. Actuarial analyses are aiso performed 1o establish the
impact of changes in mortality and morbidity experience for use in fin2ncial reporting, pricing and the
Group's assessment of reinsurance needs,

Credit risk

Cradit rek arises from the possibiity of financial less arising from defaull by borrowers and
transactional counterparties and the loss of value n financial instruments due to detanioration In credit
quality, The key areas where the Group |5 exposed to credit risk inchede repayment risk in respect of;

# cash and cash equivalents;

®  invesiments in debl securitles;
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& loans and receivables fincluding msurance raceivablesy and
8 reinsurance recalvables,
The geographical concentration of the Group's governmant bonds & ditclosed in note 21,

The Group has in place a credil analysis process thal accounts for diverse factors, inchuding
markei condiions, industry specific condifions, company cash flows and quality of collateral The
Group aiso has a monitoring programme in place whereby the Group's credit analysis teams review
the status of the obligor on a regular basis to anticipate any credit Issues.

Cross-border investmeant exposures are controlled through the assignment of Individual country
counterparty rizk Hmits by the Cradit Risk Management Committes,

The Group monitors its credit exposures to any single unrelated external reinsurer or group,

The maximum exposure 1o credit risk for loans and recelvables, debt securities and cash and
cash equivalents |s the carying value in the consolidated statement of financial position, net of
alowances.

Market risk

Market risk arises from the possibility of financial loss caused by changes In financial instrurment
fabr values or future cash fiows due to fluctuations in key varisbles, including interest rates, equity
markei prices and foreign exchange rates.

The Group manages the nsk of markel-based fluciuations in the value of the Group's
investmants, as well as liabilites with exposure to marke! risk.

The Group uses various quantitative measures to assess markel risk, including . sansitivity
analysis. The level of movements in market factors on which the sensitivity analysis is based ware
detarmined basad on economic faorscasts and histoncal experance of variations in these factons.

The Group routinely conducts sensitivity analyses of its fised income portiolios to estimate its
axposure to movements in interest rates. The Group's fixed income sensitivity analysis is primarily a
duration-based approach,

Interas! rafe nsk

The Group's exposure to interest rate risk predominanty arsas from the Group's investmants in
long-term fixed income debt securities, which are exposed to fluctuations in interest rates,

interest rate risk also arses from the Group's insurance and invesiment confracts with
guarantead and fixed terms, incleding settlemeni options available upon maturity, which carry the risk
that interest income and capital redemptions from the financial assats backing the labiites is
Insutfichant to fund the guarantesd benefits payabls as interest rates rise and fall, For other products,
including those with participation or investiment-linked features, interest rate risk is significantly
reguced due to the non-guaranteed nature of additional podicyholder benefits.

The Group manages its interest rate risk by genesally Investing In fixed Income assets in the same
cumrencies as those of its habdities, as well as Investing in financtal instruments with tenors that
broadly match the duration of its Habllities.

The Group also considers the effect of interest rate rsk in s overall product strategy. Ceftaln
products such as imestment-linked, universal life and participating business, inharantly have ower
interast rate risk as their design provides flaxibility as to crediting rates and policyhoider dividend
scales.
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Exposure fo intarast rate sk

The tale below summarises the nature of the inlerest rate risk associated with financial assats,
financial liabilities and insurance contract llabilities. In preparing this analysis, ficed rate intenest
bearing instruments that mature or re-price within 12 months of the reporting date have been
disclosed as varable rate instruments. The contractual and estimated maturity dates of the liabilities
are shown below.

Varintls Fixad Man-intarast
inferiat rate  nderestrals  Basring Tedal
LiE5m
30 November 2007
Financial assets
Loans and receivables ... ... ciiiinans 2,008 1543 2,113 5,865
Dbt SRcUeR .. o i s 4,578 38,826 — 44404
Eruity Bactithes o s e e e = - 20,130 20139
Derivative financial Instrumenis ... ..ooeeieaan. - - 422 422
Resnsurance pecelvables . ... ..., - - B7 ar
Gash and cash equivalents ... ... .. ......... 2,529 - 54 2,583
Toifinancialassets .. _...............c.000.e. 9,116 41,369 22815 73300
Financial llabllitles and nsurance confracts
Insurance contract liabiities {net of
PETELITEICEY .. v oo v s min o e i = = 54,580 54,580
Investment contract liabilittes ................. - - 6,505 6,505
Borrowings ........ g8 R R 543 B4G 7 1,451
Obligations under securities lending
BN BTN o s s s A A 5,395 - = 5,205
Derivative financial liabiities . ... ............... - - 47 47
Other financlal llabilities Including tax payable . . .. - 785 1,068 1,843
Total financial liabilities and insurance contracts .. 5,938 1,631 62,262 69831
Net financial assets, financial iabilities and
insurance contrachs ... .......... o eiianien, 3178 39,738 (39.447) 3450
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Vanable Fized Mon-interast
inferest rate  iderest rate faaring Total
USsm

30 November 2008
Financial assats

Loans and recebvabies ... ... vl iii i 1,423 1,863 1.6 4002
Debtsecurnites ... 0 iiriiiciaiiannnns 3raa 38,600 — 42323
By sl I e - - 8,747 8,747
Dearivative financial instruments ., ... . ... ..... - - 282 252
Ratnsurance receiables .. ... .o e - = 189 19
Cash and cagh equivalents ....ooviveiiniannans 4,116 — 48 4,164
Totalfinanclal assel® .. ........cocviivianiannans 9,262 40,163 10,082 59507

Financial liabilities and ingurancs conlracts
Insurance contract liabliities {net of

PRInSUrANGcE) .. .... .. g e B e e S - - 52030 52,030
Investment contract llabilites . ... .. c000viue. = — 4,898 4,808
ERTTEAMNIIEEE o b 5.0 8k A s 0 B T 546 28 a9 661
Oibligations undar securities lending

oy e |y T T 2718 - - 2718
Darivative financial labtities . . ................. - = 138 138
Other financtal labilities including tax payable . . .. - = 1,407 1,407

Total financial liabilities and insurance contracts .. 3,264 26 58,662 61,852
HNat financial assets, financial labllities and
insurance contracts . ..............c.chaieann 5,998 40,137 (48,4800 (2.345)
- —_— — —_—
Wariabie Fiund MHon-interast
Iarest rate  lerest rate baaring Tolal
UssSm

30 November 2009
Financial assets

Loans and recetvables .. ... .....c0iiiannan. 804 2,825 a19 4,548
Eabrt e e s L S e 4,715 47 456 - 52201
Equlty secumitle® . ......ccvariginnr e isoans - - 16178 16178
Retnsurancerecalvables .. ... ... .ciceiaiiaes - - 29 29
Derivative financial instrumants ... ..ocovevvaes - - 453 453
Cashand cashequivalents ............ccovae. 3,144 — 261 3,405
Totmlfinancialassets ... ... ................00... 8,763 50,31 17,840 76,914

Financial llabilities and insurancs contracts
Insurance contract lablites nat of

TEINBUENGEL . - oo v s a e ¥ e e e e - - 53,000 63,000
Investment contract labilibes ..............o... - - 7,780 7,780
Borrowings . .... e L M e 603 - BS Ga8
Obligations under securites lending and

repurchase agreements ... ... ooaiiannons 284 - - 254
Derivative financial liabilities. . ................. — - 71 7
Other financial lighilites including tax payable , . .. £ = 1,800 1,800

Total tinanclal liabilities and insurance contracts . 8a7 - T2,736 73.623
Net financial assets, financial liabilites and
insurance contracts . .............c0ciiaia T.876 50,311 (54,898 3,261
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Wariatio Fixed MNon-interast
Interent rate  nierest rate aaring Total
uUssm
31 May 2010
Financial assats
Loans and recetvables .............. o 87 2,684 893 4,564
Dokl Gocirton. .. .. cw vece e cmw s s 4,973 50,851 —  B5R34
By sl o - - 17,394 17,394
Reinsuranca recelvables .. ... ... .......... - - 42 42
Drarivativa financial instruments . ... . ... ...... - = 521 521
Cash and cagh equivalents ....ooviveiiniannans 3075 — 147 G222
Tomifinanchal aeeet® .. ......coviiiivi i aiinnnans 8,035 53,545 18,997 81,577
Financial liabilities and ingurancs conlracts
Insurance contract liabliities {net of
PEIMBUTANGEY oy cvimvvmrrerain s nmrnns S - - 853685 85385
Investment contract llabilites . ... .. c000viue. = — 8,012 8012
(= ey Fan T g R G L R R R 549 - 133 o682
Oibligations undar securities lending and
mapurchase agreamants ... ................. G670 - - B70
Darivative financial llabtities . . ................. - = 40 40
Other financtal labilities including tax payable . . .. - - 1,945 1,845
Total financial liabilities and insurance contracts .. 1,219 - 75495 TG, 714
HNat financial assets, financial labllities and
irsurance contracts . ... . ... ciiii i T7.816 53,545 (56,498) 4,863
- —_— — —_—
Foreign exchange rale sk

Foreign exchange nsk arises from the Group's operations in muitiple jurisdictions in the Asla
Pacific region. Forelgn currency risk assoclaled with assets and liabilitles denominated in
nea-functional currenckes results in gains and losses being recognised in the consolidated income
staterment. Foreign currency risk associated with the translation of the net assets of operations with
non-US dollar functional currencies results in gains or losses being recorded directly in total equity.

The Group genarally invests in assets denominated In currenches that match its Hablities 1o avald
cumency mismaiches, However, for yisld enhancement and risk diversification puwposes, the Group's
business units also invest, in some instances, in instruments in currencies that are different from the
originating liabilities, These activities expose the Group 1o geains and losses arising from foreign
exchange rats movemants. The Group’s business units monitor foraign currancy exposures and
where these are not consistent with the risk appetite of the Group, positions may be closed or
hedging instrumants may be purchasad.

The Group's net foreign cumency exposures and the estimated Impact of changes In foreign
axchangs rates are sat out in the lables below atter taking inlo account the affect of economic hedges
of currency risk, Whist providing economic hedges that reduce the Group's net expasdne to foreign
exchange risk, hedge accounting i not applied. Currencies for which net exposure is not significant
are excluded from the anatysis below. In compiling the tabie below the impact of a 5% strengthening
of original currency is stated ralative to the unctional curmancy of the relevant oparation of the Group.
The impact of a 5% strengthening of the US dollar |s atso stated relative to functional currency.
Currency exposure raflects the nel notional amount of currency dervative positions as well as net
equity by currency.
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Net exposuve

United Statas Hong Kong  Thai  Singspore Malaysisn  Ching  Kodean
Deollar Diodlag ¢ Babil %:r Hinggil  Henminds  Won

USEm
30 November 2007
Equity analysed by original
CHMMAGY i v atis a G 11,387 (15) 2141 @370 318 355 &3

Met notional amounts of cumeancy

derivative positions . ... ... .. {2818} = ﬁ ﬂ = = =
Currency exposure ... ........ 8,560 15} 2,827 358 318 355 811
E% strengiivening of original
currency
Impact on profit before tax .. .. 128 {41} {14} 8 2 B a
e _— E— e e E_— 3 =
5% strengthening of the LS dollar
Impact on shareholders®
BRI e e e b L T (128) ) {141} (18 {15 14y (35
— — — —— — — ==
United Stofes Hong Kong  Thal  Singspore Malaysian  China  Korean
Dollar Dollar  Baht  Dollar  Ringgit  Fenminké  Wen
UsSm
30 November 2008
Equity anatysaed by original
CUITBIEY 2 osennsssprassnsns 7.085 =02y 2113 (1987 482 528 508
Met notional amounts of curency
dervative positionss .......... Q316 _— 1080 278 - — @G
Currency exposure ... ........ 3,768 =02 3352 889 482 628 502
5% strengthening of ariginal
Currancy
Impact on profit before tax .. .. 3 88 1 ] = =) 1
5% strengthening of the LS dodlar
Impact on shareholders’
T S e e re e a1 5 (158}  [42) {24 28 (@5
— e  m— —— —— pr— m——
e D" Gt Do VRat Remnd e
Ussm
30 November 2008
Equity analysed by original
11 [y R o BT 11,824 410y 2448 (1922) 583 704 224
Met notional amounts of cumency
desivative positions .. ........, {3,545} i 1,256 3041 L= e, 100
Currency exposure ... ..., 7978 410 3704 1,109 i% :EI: 1,024
5% strengthening of original
cumrency
Impact on profit bafore tax . ... 103 53) 1 11 1 o 2
5% strengthening of the US dollar
Impact on shareholders’
oty L s (103} @ (184 54) (2B (30 (50)
—_ ———— —— —_— —_— R —_
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Uinitod i M China  Koros
Dotr Do Buw Dolar © "Angar Renmimbd Vion
usSm
31 May 2010
Equity analysed by original
el e Lo g 11,845 {2680y 3185 (1,747 S45 T 1,214
Met notional amounts of currency
dervative positions .. ... ..... 3, 723) _ 1,277 29484 i D -
Currency exposura ... ....... 8,122 260) 4462 1217 G465 777 1214
— pp— L} E— _—— L] ——
5% strengthening of original
CUITancy
Impact on profit before tax .. .. &9 59 - 12 -
s _— —_— = —_— —
5% strangihening of the US dodar
Impact on shareholders”
AERNIOH 5 o e e (B3} {12 (223 {50} F_"?'] ﬂ} (59)
Equity markel price risk

Equity market price risk arises from changes in the market value of equity securities and eguity
tunds. With the exception of the Group's holding of shares in AIG, the majority of the Group's equity
instruments are held to match investment-linked contracts, the investment risk in respect of which is
wholly bome by policyholders, or in respect of participating business, where invesiment risks ara
shared batwaen the Group and 12 policyhoiders. Equity sesurities form a relativaly low proportion of
the Group's overall non-linked investmant partfolios {including participating funds).

Sensitivity analysis

Sensitivity analysis to the key variables affecting financial assets and liabilities i set out in the
table below. Information relating to sensitivity of insurance and investment contracts with DPF is
provided in Mote 28. The carrying walues of other fimancial assats are not subject to changes in
response © movements in interest rates or equity prices. In caloulating the sensitivity of debt and
aquity instruments to changes in interast rates and equity prices the Group has made assumptions
aboul the comesponding impact of asset valuations on liabdlitles to policyholders. Assels hefd fo
support imvestment-linked contracts have been excluded on the basis that changes in fair value are
wholly bome by pdicyholders, Sensitivity analysis for assets hekd in participating funds has been
calculated after allocation of retums o policyholders ssing the applicabla minimum policyholders”
participation ratios described in Note 2. Information is presanted to dustrate the estimated impact on
profits and equity arising from a changs in a singla vanable befors taking into account the effects of
taxation.

Faor the purpose of ilustrating the sensitivity of profit and total equity o changes In interest rates
and equity prices, the impact of possiole impaiments of financial investments classified as avadable
for sale which may arise in times of economic siress has been ignored, since default events refect the
characterisiics of individual issuers. Because the Group's accounting policies lock in interest rate
assumplions on policy incaption and the Group's assumplions ncorporate a provision for adversa
deviaticns, the level of movermant fllustrated In this sensitivity analysis does not resull in loss
recogrition and so there (s no comesponding affect on labilities.
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30 Movember 2007 30 November 2008 30 Novemibor 2000 31 May 2010
Iaaet on Impact cn Impact an Impact on
Impact on nal assets Impact on  net assats Impact on Nl assets Impact on et assets
Pt Msatare the okt {before the  profit edore ihe  profl  (DeTors the
bafors  alfects of bsafors et ol bators  alfects of bstore aftacts of
tax Taxation} K taxadicng inx taxation) fax Taxntiong
LiESm

Interast rate risk
+ 5 basts points

shift in yheld

CUNVEE . .. .0 iie 45) (1,130} (53)  (1.098) B4)  [1,492) (73)  (1.643)
- 50 basis points

shift in yield

CUIVES 4 ovaivuin 45 1,130 53 1,095 54 1,492 73 1,643
Eqquity risk
10 per cent increase

In equity prices ., . 464 7186 204 214 308 314 402 409
10 per cent decrease

inequity prices . .. (464) [F16)  (20d4) 214y [308) (314 400 {409}

Licuictity risk

Liquidity risk refers to the possibility that the Group is unable to meet its obligations to
counterparties when falling due. This can arise when Internal funds are insufficient to mest cash
outhiow obligations and where the Group B unable to obtain funding at market rates or Bguidate
assets at falr vatue resulfing in the forced lguidation of assets at depressed prces. The Group is
expossd 1o liguidity risk in respect of insurance and investment policies that permit surrender,
withdrawal or other forms of early termination for a cash surrender value specified in the confractual
terms and conditions,

The Group's lguidity position is monitored In compliance with regulatory and  Internal
requiremeanis in combination with maturity gap analyses. To manage flguidity risk, the Group has
implementad a vanaty of measures, including emphasising flexible insurance product design sa that it
can retain the greates! fliexibility to adjust contract pricing or crediting rates, The Group also seeks o
match, 1o the exlent possible and appropriate, the duration of its investment assats with the duration
of insurance pobicies issusd.

The maturity anakysis presented in the tables balow presents the estimated maturity of camying
amounts in the consolidated statement of fnancial position. The estimated maturily for insurance and
invastmeant contracts is proportionate to their carrying values bassd on profections of sstimated
undiscounied cash flows ariging. from Insurance and investment conftracts in force at that date. The
Group has made significant assumptions to determing the estimated undiscounted cash flows of
Insurance benefits and claims and Investmeant contract benetits, which include assumplions In respect
of martality, marbidity, future lapse rates, expensss, investmant returns and interest crediting rates,
offset by expected fulure deposits and premiums on in-torce policies, The maturity profde of the
Group's borrawings & présented on the presumption that the Group will continue to satisty loan
covenants which, if breached, would cause the bomowings to be repayable on demand, The Group
regpularky monitars its compliance with these covenanis and was in compliance with them at the date
of tha consolidated statement of financial pesition and throughout &ach of the periods presented. Due
to the significance of the assumplions used, the maturity profiles presented below could be materially
differani from actual paymeants,

A maturity analysks based on the earliest contractual repayment date woukd present the insurance
and investment contract liabilities as falling due in the sarblest perod in the table because of the ability
af policyholdars to exenciss surrender options. Financial assets and liabllities other than imestrment
contract Rabilities are presented based on their respective contraciual maturities.
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Nofixed  Dus inone

Dun after ona  Duae afer five
yaaf through  years through  Due after
Fives yor e 10 years 10 yoars

Tolsd  mabunty  year of bss
=
30 November 2007
Financial assels:
Loans and recefvables .. ... 5,855 204 4 165 392 427 477
Debt securities ........... 44,404 - 1,825 8,983 15,168 18,328
Eqqulty securities .. ....... 20,139 20,139 - - - -
Dervative financial
nstruments ... 423 = 14 107 am —
Retnsurance recelvables., . .. &7 - a7 — - —_
Cash and cash
equivatents .. .....o.000.. 2,583 — 2,583 - = ==
T i R 73300 20,343 8,774 B, 15,896 18,805
e S A m———— L ]
Financial liabilities and insurance
confracts:
Insurance and invesiment
contracts [net of
FEIMSURENee) .. .o.vuenas 51,085 43 [1.318) {228 4599 58,588
Barrowings . ...ocavrareas 1,451 4 a1 Sagin = =
Obligations under securities
lending and repurchase
Spreaments .. ... ... £,305 - 5,385 - - -
Derivative financial
struments ... ... 47 - 1 12 34 -
Other liabilittes Including tax
payable................ 1,843 — 1,843 - — -
Total ... 65,831 47 6,834 {371} 4,733 58,588

Rote: (1} inciwdes amourts of USSSEST (30 Novemnber 2007 USSS46m 30 Novernbar 2008 UE58542m, 30 Movember 2005
LSS 520m) fading o after 2 years through & years
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Dun after ona  Duae afer five
Mofixed Dusinone  year through  years through  Due after

Tolsd  mabunity  year of less Bive years 10 years 10 yoaes
=
30 November 2008
Financial assels:
Loans and recefvables .. ... 4,002 232 2220 138 G637 177
Debt securities ........... 42323 - 1,842 9588 13,881 17,252
Eqqulty securities .. ....... B, 747 &.747 - = - -
Dervative financial
mstrumeants ... 252 - 2 160 20 =
Retnsurance recelvables., . .. 19 - 19 —_ - —_
Cash and cash
equivalents ., ..., 4,164 - 4,164 - — -
T i R 58,507 B,.979 8,247 10,464 14,388 17429
L
Financial liabilities and insurance
confracts:
Insurance and invesiment
contracts [net of
FEIMSURENee) .. .o.vuenas 55,028 45 {1,304} {1.824) 3,114 55,806
BOrrowings . ..varraerras 851 4 108 54801 = =
Obligations under securities
lending and repurchase
Spreaments .. ... ... 2,718 - 2,718 - - -
Derivative financial
struments ... ... 138 - 19 53 58 a
Other liabilittes Including tax
PayablE ... eee.. 1,407 i 1,407 = - s
Total ... 61,852 50 2048 {1,222} 3472 58,904

Rote: (1} inciwdes amourts of USSSEST (30 Novemnber 2007 USSS46m 30 Novernbar 2008 UE58542m, 30 Movember 2005
LSS 520m) fading o after 2 years through & years
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Dum afler ona  Due aftar five

Mo fixed  Duein yaaf through  years through  Due after
Todal  mabunity  yead of lass Fivi Yol s 10 yedrs 10 yoai s
LESm
30 November 2009
Financial assels:
Loans and recefvables .. ... 4,648 1814 1,508 20 G626 491
Debt securities ........... 52,201 - 1.624 11,825 14,808 23,048
Eqqulty securities .. ....... 16,178 16,178 - = - -
Dervative financial
mstrumeants ... 453 - 12 308 133 =
Retnsurance recelvables., . .. 29 - 29 —_ - —_
Cash and cash
equivatents .. ......0 .00 3,405 - 3,405 — = =
- R P e 76,914 17,082 6,578 12,342 15,565 24,437
E_ ] L |
Financial liabilities and insurance
contracts:
Insurance and invesiment
contracts net of
reinSuUranee) .. ... co.. 70,780 - 58T o2z 5,628 83,917
Barrowings ....vavrariaas 658 139 7 542t - -
Obligations under securities
lending and repurchase
Spreaments .. ... ... 284 - 284 - - -
Derivative financial
struments ... ... P - 10 45 14 1
Other liabilittes Including tax
payable................ 1,800 — 1,800 - — -
Total ... 73,623 138 1,414 1,510 6,642 63,0418
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Dus afler ona  Due aftar fiva
Mo fized Duebnone  yeor through  years through  Due afler
Total  maburity year of less five years 10 yuars 10 years
=
3 May 2010
Financial assets:
Loans and recefvables ..... 4554 2078 1.217 200 a3 486
Dabt securites . .......... 55,834 = 1.830 11,9689 15,987 25,848
Equity securities ..., ..... 17,394 17394 - - - -
Derivative finangial
NStruments ....ivieanas 521 - 12 358 149 1
Reinsurance receivables . . .. 42 - 42 - - -
Gash and cash
eqguvalents ... ... ... ... 3,222 - 3,222 == — ek
Tatal 81,577 19472 6,423 12,718 16,529 26,435
Financial lliabllities and nsurance
confracts:
Insurance and invesiment
contracts (net of
reinsurance) .. .., ... 00.. T3ITT - (532) 1,110 7264 65535
BOMOWRIGE . ..o es B&2 187 7 4880 — —
Qbligations under securities
lending and repurchase
BQreaMents (. oo.iioa. G670 = a7 - = -
Derivativa firanacial
struments C.as e &0 = 1 g 30 =
Crther liabilittes including tax
payable . .. ... iaiiieen.. 1,945 - 1.945 - — —
Tatal 76,714 187 2,08 1,607 7,294 65,535

Nopes (1) inciuges amounts of LUSESESm (30 Movembar 2007 USSS4EM 30 Nowembaer 20087 LESE542m; 30 November 2009
US2542m) falng due after 2 years through 5§ rears

38, Employee benefits

Dafined benefit plans

Present value of unfunded obligations
Presant value of funded obligations

Total present value of obligations
Fairvalue of plan assats .. ... ... vererranrnnns

Present value of net cbligations

Unrecognised actuarial fossesi/gaing
Unrecognised past service (costybensfit

Mat recognised defined benefit obligations
Recognised defined benefit deficits
Recognised defined benefit surpluses

=129

Am ot A at Al A ol
30 Mevembes 30 Novernber 30 November 31 May
2007 FO08 SO0 2010

USSm

40 G4 58 &7

&1 ar 62 52

101 101 110 119
[5G} =0 (53) (B0}

45 51 57 58

10 - ] 9

e _ - _o

55 50 s e

55 53 70 73

- 3 {5 {6}
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The Group operates funded and unfunded defined benefil plans that provide life and medical
benafits for participating empioyees after retirement and a lump sum benefit on cessation of
employmenl. The locations covered by these plans Include Heong Kong, Singapore, Malaysia,
Thailand, Taiwan, indonesia, the Philippines and Korea.

Pian agsets comprise:

As at As at As at As a
30 Novembar 30 Novornber 30 Movembaer 31 May
2007 2008 2009 2010
USS&m
Equily securties ,...covvisinisiviinsinissisans 3 2 1 2
Dabt Bectirlee:. . . . e e e i e el 1 - 1 1
PRl BRI oo s T e T 40 34 39 38
irvestment contracts issusd by third party financial
e e P 0 9 12 12
BRI T ERRIEN . i im s s R e 2 1 - T
L e L 56 50 53 80
= _— _ —
Movernent in the presant value of defined benefif obiigations
Sz months
Yorar ended Yonr enced Year eneded
30 Hovembeer 30 Movermber 30 Novembear 31 May
2007 2008 2004 210
USSm
At beginning of financialperiod .. ... 85 101 101 110
Benefits paid by theplan ............cc0vnuvns {3 B} {5} =
Current service costs and interest (see next
T - 15 17 14 &
Actuarial lossesf{gains) . ... ..ol 3) 2 {11) -
Plan setilament, curtaitment or amendment .. ... - i {1} 1
Foraign exchange movements .. ....... .. .0, 6 {14) 8 =
Atendof financialperiod . .................. 101 m 110 18
Movermanl in the fair value of plan asseats
Six Mt
Yarar anded Yanr andad Yaar anded anded

30 Novambesr 30 Noveruber 30 Novambsor 31 May
2007

2004 2010
USSm
At beginning of financial period .........000ve ar 55 50 53
Caontributions paid into the plan ... ............ 5 T a 5
Banefits paid by thaplan ., .........oooua, 3 {5 ) -
Expected ratum onplan assats ... ... ..., 3 5 5 2
Actuarial gainsflosses) .. . ... iana. 7 2 2} -
Foneign exchange mOvements . .....covoiesus g {10 4 -
Asset distributed on settlement .. ...oo0iiiinn, = = A1) e
Atendoffinancialperlod . ... ......ooo0uun, 56 50 53 60
—_— — — _—
=130
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Expense racognised in consolidated incormse staterment

Siw months  Six months

Yaar ended  Yoar ended Yt andied anded andad
3 Movernbed 30 Movembar 30 November 31 May 3 May
2007 2008 2008 2000 2010
unauiditid
UsSm
Currentsenice costs. .. ....0eens 10 11 13 4 5
nterest on obligation .. ... .....000 ) L - e 3
Expesstad mtum on plan assets ... 3) {5} {5} ici] 2]
Satthementicuriaiiment (gainsilosses
rEﬂ-CIgI‘IiSEd .................... : : = : l
Total ... 12 12 14 3 i

The expense is recognised within the folfowing line iterns In the consolidated income statement:

Six months  Six monthas
o

Yans endod Faar andad Yaar andd anded
M Novernber 30 Movember 30 November 3t May 3 May
004 2006 faale 2010
unadiled
Ussm
Oparating axpansss . .. .. ........ 12 12 14 3 T

Actuarial assumptions

Principal actuarial assumptions at the raporting date are in the following ranges:

As at As at As at As at
30 Novembar 30 Novembor 30 Novermnbsm 31 May
07 2008 2000 2010
Expected retum on plan assets al the
start of the reporting pariod . ....... 25-105% 2.75-0.75% 2.75-128% 2.75-12E6%
Future salary iNGreases .....ocoaeienes 3.0-2.0% 3.0-100% 3.0-100% 3.0-100%
Heartheare trend ratat
Immediate rend rate .. .......... 40-125% 40-12.5% 40-105% 40-105%
Uitimate trend rate .. ...ovvavaas 40-105% 4.0-105% 40-105% 4.0-105%
Year in which the ultimate trend rate is
e 11 o [ 2008 -2043  2009-2013  2010-2013  2010-2013
Discount rate at the and of the reporting
1= [ 275-110% 1.5-150% 1.5-150% 1.5-150%

The overall expected long-term rate of return is based on the portfolios as a whole and nof on the
sum of the metums on individual agset categories. The return is based on historcal returns without
adpustment.

Azsumptons regarding future mortality rates are based on published statistics and mortakity
tables. Average ratirerment ages and Iife expactancies are sat cut below for the principal locations with

defined benefit employee benefit,
Hong Kong  Singapore Thailand Malaysia Philppinas
Retrementage . ..ovovviviinns 65 52 50 55-80 -
Average e axpactancy on
retiramant
PRI o o m e n e 18.6 years 21.6years 181 years 192 -233years 17.3 yaars
Fomales . .. oo vivenisenns 20.4years 24,1 years 21.2years 25.5-209years 20.8 years
=131
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Assumed healthcars cost trend rates alfect the amounts recognised in profit or loss. A 1%
change in assumed healthcare cost trend rates would have the following effects (expressed as
welghted averagesk

1% Incraase 1% decrasse
2007 2008 2009 2010 P07 2008 2008 2010
— ===
Effect on the aggregate service and interestcost ... — = 1 1 = Qy {y {1
Eftect on defined benafit obligation .............. 1 7T 4 4 m & & @

Histarical information

As at Az at As As at
A0 Movember 30 Movermnber 30 Movember 39 May

2007 008 2006 2010

USSm

Present value of the defined benefit cbiigation . ..... 101 101 110 119
Falrvalueofplan ageats .. .. ... 0.0 ciieneainaes [55) {509 53) &0}

Defictsofthe plans ... .coco i iviinenainciaianns 45 51 &7 £9
Expersnce gainfloss) arising on plan liabilities ... .. 2} {14 ) {7
Experence galn/loss) arsing on plan assets ....... & (2} 4] 2}

Conftributions to funded and unfunded defined benefit plans during the vear ended 30 November
2009 are not expected (o be material,

Defined contribution plans

The Grolp operates a number of defined coatribution pension plans. The total expense relating
to these plans in the cument period was USH16m (for the year ended 30 November 2007, LISS20m;
for thie year ended 30 Novemnber 2008: LES$27 m; for the year ended 30 November 2002 US$30m; six
menths ended 31 May 2009 (unaudited); US$15m).

The cutstanding lability for defined contribution benafit plans s US$1m (30 November 2007 nil:
30 November 2008: US$1m; 30 November 2009: US$1m).

39. Share based compensation
Stock compensation plans

The Group's employess have participated in seven differant stock bassd compensation
arrangements ol AlG; the AIG 1993 Stock Option Plan, as amended (‘the 1993 plan’), the AIG 1006
Employes Stock Purchase Flan, as amended (‘the 1996 plan’), the 2002 and the 2007 AIG Stock
Incentive Plans, as amanded (collectivaly ‘the AlG siock incentlve plans'), varnous SICO Plans, the
Deafarred Compansation Profit Participation Plan {DCPPP) and the Pariners Plan,

Undar [FRS, shars basad compensation is recognised and maasured based on the fair value of
the equity instruments granted measured at grant date, The Group s réguined to continue o
recognise an expense in respect of share based compensation based on the fair value of the options
at grant date.

On 30 Jure 2000, AIG completed a one-for-twenty reverse stock split. The comparative
information presented for number of shares and opticn exercise prices reflects the reverse stock spiit.
The reverse stock split did mot result in any changes to the underying terms or value of the share
awards,
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The 1299 plan

Under the 1999 plan, optlons to purchase a certain number of shares of AlG's commeon stock
have been granted to officers and olher key employess of the Group and its subsidiaries at prices not
less than the fair market valse of those shares at the date of grant. The maximum number of options
granted under the Plan in total is 2,250,000 and the maximum number of shares that may be granted
to any employee In any one year s 45,000, Under this plan. 25% of the options become exercisable
on the anniversary of the date of grant in each of the four years following that grant and expire 10
years from the date of grant, Each vesting tranche is accounted for as a separate grant for the
purpeses of recognising the expanse over the vesting period.

Yoar endied Yiear onded Year anded Six months ended
30 Movesmber 2007 30 Mevemiber 2008 H) Nowemb=er 2009 F1 May 2010
W Walght W
Humdbar mﬂh:rldgm': Humber lzlwul_;:’ Humbar m-d Humber .:I;Fd
af F of BEACESN of LU =E T ol SNaroisa
sharas priae sharas LG sharas rica sharas price

Options
Qutstanding ot

beginning of

financial pedod ..., 47622 S122263 48700 5124001 47530 $£123240 41,519 £1.232.47
Granted .........000  3B00 ST41345 3750 BU15265 - - - -
Transfersin ... ... 6,795 $1.221.97 2325 SV.237E0 1284 S1.23704 1304 8127486
Exercieed .., ..., .. 047 S1,7126.07 - - - - - -
Transfers out . ....... (B.6O5) 8122067 {3457 S1.23547 2411 S1.22484 (1483 £1230.24
Forfeited or empired ., . {1,708} $1.238.85 (1.B54) $1.223.74 (4.873) $1,73850 (1.281) $1,311.35
Outstanding at end of

financial pedod .., 48,760 S1,259.75 47.539 8123242 41,519 $1.23247 40,074 $1.229.87
Options exerzisable o

end of financial

PO e ETASE  ST.784.24 33678 8127639 35T4Z 8122656 W75 $1.229.67
Welghted average fair

value per ahore of

aptions granted

during the year , ., .. & 45583 & 41581 MNeA MNA
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Infarmation about options outstanding and oplions exercigable by the Group's employees and
directors as at the end of each reporting period are as tollows:

Daliceins atitstarnding Options sxstsisable
Waightod
L Walghled nwafage Wk ghtad
g awarage T AVRTRDe
Mumber controctual exerciss price  Numbar ctunl gxarciga prica
Aange of exerciss [ices oulsianding lite [yaars) L aaflstanding |ita [yaars) LIS

30 November 2007
Range of exarcise prices;
Less than or equal to US$1,000 .. 5862  5.25 240,00 6663 526 40.00

US$1.000.01 - US$1,10000. .. .. 12 467 1,068.00 12 4467 1,068.00
US$1,100.01 - US$1.20000 ... .. 704 7.83 1,186,098 3,580 7.83 1,186.97
US$1,200.01 - US$1,30000., .., 21,20 6.19 1,26820 15522 597 1,261.51
LIS$1,300,01 - US$1,400.00, .. 8,780 B8 1,322,867 2,164 808 1.318.80
More than US$1,40000 ,....... 3,809 8.59 1429855 500 574 1,432,723
Tolal oo oviiv i amapirieigs 45,769 6.90 1.239.78 27,459 622 1,194.24
30 Movember 2008
Range of exercise prices:
Less than or equal to US$1,000 .. 5411 428 340,00 5411 425 940,00
LIS$1,000,01 - US$1,100.00. . ... a7 8.96 1,029,985 12 367 1,088.00
LISE1,100.01 - US$1.20000. ., .. 9,789 7.58 1.171.48 4,521 5,83 1,186.97
US5$1,.200.01 - US$1.300.00 .., .. 18,938 5,18 126801 17,954 6509 1,266.70
US81.30001 - USS§1.400,00, ... 8,265 % 1,322.85 4,048 713 1,321.36
hore than LIS$140000 ... ... _3.909 T.89 1,429.55 1,434 674 1,446.05
Toll -5 samamisvaniainsaa b 47,539 6.13 1,232.42 33678 5.52 1,216.39
— = —_— e = ——
30 Movembar 2000
Range of exarcise prices:
Less than of equal to US$1.000 .. 4728 3.28 280,00 4,728 325 240,00
USE1,00001 - LUSS1,100.00.,.... 224 8,25 1,088,339 56 825 1,028.39
LIS81,100.01 - USS1200,00,.,,, &921 8.58 1,169,689 6528 515 1,179,580
US$1.200.01 - US$1.300,00.,.... 16,838 417 1.267.57 16838 417 1.267.57
US$1.300.01 - USS$1,40000., ... 8,902 .19 1,323.43 5111 G615 1,322.24
Mote than USEL40000 ... ... 3.906 659 142949 2381 628 143557
Totml- o cmemrrninndang i 41,519 ﬂ 1,232.47 35742 E 1,226.56
31 May 2010

Range of exarcise prices:
Less than or equal to US$1,000 .. 4574 275 240,00 4574 275 840.00

LS$1.000.01 - USS1,100.00.. ... 224 T.7E 100838 12 775 1,028.30
US$1.100.01 - USE1.200.00 ... .. 8793 6.8 1,169.44 B7SR 616 118952
LS$1.200.01 - USS1.30000..... 16,455 388  1,267.77 16455 368 126777
LIS$1,300.01 - USSL 400,00, ... 6.650 589  1,32356 G471 565 1,321.99
More than US$1,400.01 ........ 3,269 648 142353 3356 648 1,423.54
Fotml i s e e 40,074 471 1,22981 39736 460 1,22067
The 1996 pian

Under the 19896 plan, full time employess of AIG and its subsidiaries who have been emphoyed for
ofié of mohe years of semnice at the ime of offering are aligibke to purchase comman steck of AIG at
B5% of the fair market value as at the date of grant of the purchase fghl Purchase rights of sligible
employaas are granted quartery and are limitad to the number of whala shares that can be purchasad
by an amount equal to 10% of their annuad basic salary {excluding year end bonus) o a maximum of

1134
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LIS310,000 payable in 12 monthly instalments and may be canceflad at any time after commencament
but bafore the last instalment date and receive a full retum of contribution to date.

For the ysare ended 30 November 2008 and 2009, nil shares were purchased by employeas of
the Company for the year ended 30 November 2007: 2,244 shares purchased al prices ranging from
LIS81,142.80 to LUS$1,190.60). 188 subscribed shares were cancelled during 2007, The weighted
average fair value per share of the purchase rights granted in 2007 was US$222 80,

The subscriptions were cancelled from October 2007 based on the market value of the common
stock of AlG.

The AIG stock incenthe plans

These plans provide squity based or equity related awards to emplayess of AIG and its
subsidiaries,

Prior to March 2008, substantially all time-vested ASUs were scheduled to vest on the fourth
annivarsary of the date of grant, Effective March 2008, the vesting of the Decembaer 2005, 2008 and
2007 grants was accelerated to vest on the third anniversary of the date of grant.

The 2009 grant was made to one employes in Mareh 2010, of which a portion is fully vested on
grant and the remnainder vests on the nine-month anniversary of the date of grant, and is transferable
in three equal annual instalments beginning on the first anniversary of grant.

SICO plans

Starr International Company Ine (SICCT) provided compensation participation plans ('SICO
plans” 1o certain Group employess. The SICO plans came inte being in 1975 when the voling
shareholders and the board of directors of SIC0, a private holding company whoss principal asset
consisted of common stock in AKG, decided that a portion of the capital value of SICO should be used
o provide an incentive plan for current and succesding management of all companies In the wider
group headed by AIG, Certain directors and empioyess of the Group participate in the SICO plans.
Historicalty, SICC"s board of directors could elect to pay participants cash in lleu of shares of
common slock of AIG. On 8 December 2005, SICO notified participants that essentiafly afl
stibsaqguant distributions would be made only in shares, and not cash,

DCPPP

Eftective from 21 September 2005, AlG adopted the DCPPP, which provides equity based
compensation to key employees of the wider group, including senior executive officers, The DCPRF
was modelled on the SICO plans.

The DCPPP contingently allocated a fixed number of shares to each participant if AlG's
cumulative adjusted samings per share for 2005 and 2006 excesded that for 2003 and 2004. This
goal was met. At the end of the performance pariod, common shares are contingently allocated. The
service period and related vesting consists of three pre-retirement tranches and a final retirernent
tranche at age 85, Due to 8 meodification In March 2008 the vesting pericd was shoriened 1o vest in
three instalments, with the final instalment vesting In January 2012,

Partnars Plan

On 28 June 2006, AlG's Compensation Commilles approved two grants under the Partnhers Plan.
The first grant has a performance pariod which runs from 1 Januany 2006 through 31 Dacambrar 2007.
The second grant has a perormanca padod which runs from 1 January 2007 through 31 Decamber
2008,
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In Decembear 2007, the Compensation Committes approved a grant with a performance period
from 1 Janeary 2008 through 31 December 2009, The Compensation Committes approved the
performance metrics for this grant in the first gquarter of 2008, The first and the second grants vest
50% on the fourth and sixth annbversaries of the first day of the related performance period. The third
grant vest 50% on the third and fourth anniversaries of the first day of the performance period.

Similar to the stock option plan, each vesting tranche is accounted for as a separate grant for the
purpose of recognising the axpanse over the vesting period.

All grants were modified in March 2008, In 2007 and 2008 no compeansation cost was recognisad
as the performance targets for these awards were not met, and the compensation cost recognised in
2006 was reversed as a result.

Valuation methodology

The Company utlees a binominal lattice model o calculate the flair value of AG stock option
grants. A more detailed deseription of the valuation methodology is provided balow.,

The foliowing weighted average assumplions were used for stock oplions granted for the
following periods:

Yoar onded  Yoar ended  Year ended S months

30 Movernbar 30 Movembs 30 Movember  endad 31 May

2007 2008 2000 210
%

Expected annual dividend yiald . ... ........ 1.39% 377% M M,
Expected wolatllly . .vovvorrrerarrrrrireas 32.82% 53.27% AR AR
Risk freginferestrate .........covvinnvnns #.08% 4.43% A, A
Expectetd tamm . couoivunee suiaiiiiianniada 7 years 4 years NAA A

The dividend yleld & determined at the grant date. The expected volatiity is the average of
historical volatility (based on seven years of daily stock pace changes) and the Implied volatility of
actively traded oplions on AlG's shares and the interest rate curves used in the valuation model were
the US Treasury STRIP rates with terms from three maonths to 10 years, In 2008, the expected teem is
four years based on the average time to exercise which is derived from the output of the valuation
madel. [n 2007 and 2006, the contractual term of the oplion is generally 10 years with an expested
term of seven years calculated based on an analysis of historical amployes exercise behaviour and
employes umover (post vesting terminations). The early exercise rate Is a function of time elapsed
since the grant. 15 years of historical data was used to estimate the early exercise rate.

The fair value of each award granted under the 1996, 1998 and AIG stock incentive plans, the
DCPPR, the Partners Plan and the SICO Plans considers, as reguired, the above faclors as well as the
ciosing price of the former ultimate parent company’s stock on the date of grant,
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A summary of shares relating to outstanding awards 1o the Group's employees and directors
unvested under the AIG stock incentive plans, SICO plang, DCPPP and Partners Plan is presented

batow:
Numbar of shores Walghted average grant date folr valus [USS)
AlG stock MG stogk:
incantive Pariners  noantive Prrinaers
plans B0 DCPPP Plan pEANS. o0 DEPPR Pl
Year ended
30 November 2007
At 1 December ........ 5614 10,388 13100 13,400 1,256.03 1,241.63 1.103.68 113825
Granted .............. 7,779 — 1288 BAS 138725 — 112244 120885
Transler=In ..o ceiean 1,741 - = 2,210 1,280.74 - - 1,127.80
Issuedfaxercisad ... ... 282) 1,775} = = 1.233.02 1.291.07 - -
Transfersout .. ovuinas 45 (2,3681) (1,901} 2.865) 1,324,891 1,230.00 1,089.60 1,128.41
Forfeited ........0 ... (1,272  (150) (180 (428) 131555 1,200.00 1,093.80 112612
AL 30 November .. .. 12,8936 8102 12,307 13,184 1,320.51 1,250.88 1,148.00 1,149.65
Year ended
30 November 2008
At 1 December . ....... 12,838 6,102 12307 13,1684 1,329.51 1,269.88 1.145.09 1,149.85
Grantsd .. ............ 13,554 - — 10,532 1,082.54 - — 1085385
Translers M ..covereers 1,039 1648 1,030 1,054 1,31540 1,217.33 115407 1,138.48
ssued/exercised .. ... .. 390} {1,325 == — 128867 1,204.40 = —=
Tranglers out . .....c... (1,084) {345) @60y (B7FS) 1,321.62 1,188.583 1.182.27 1.108.50
Foraited ... ......... (3478 (B20) (FEUp (2.624) 1,24581 1,193.07 1151258 1.113.34
At 30 November, . ... .. 22776 5560 12,217 21,248 1,19877 1,248.82 1,173.52 1,125.62
PUEPNEIIFFF N G TSI ETL T L s T ST
Year ended
30 November 2009
At 1 Decembear ........ 22,776 5,860 12217 21,248 1192877 1,248.82 1,173.52 1,125.62
Grontad: . . ol iheiheias - — 2851 - - — 1,13108 —
Translers In ..ovvnvnnnn 1,708 220 448 1,010 119362 1,175.27 1.147.78 1,097.40
ssuedfexercised ... ... {4064) (Te0) (83100  (305) 1,262.9T7 1.277.28 115770 113278
Transfersout . ......... {1,948} (400} (647} (1.645) 1,206.05 1,235.13 1,159.08 1,101.89
Forfeited ............. (3,5200 11,2400 [1,779) 19,134) 1,243.14 1,189.50 1,146.87 1,128.50
At 30 November ., . ... .. 14,950 3300 4780 11,084 118233 120853 114231 1,107.19
Six months anded
31 May 2010
At 1 December ..., 14950 23990 4,780 11,084 1,182.3%3 1,208.53 1,142.31 1,107.19
Granted .......co0000 118,805 - - -_ 34.45 - - -
Transfers Im .. ......... 343 80 200 225 112678 119202 114232 108385
lssuedfaxercised .. ... .. (55,583) — (2515 2519) 15580 — 1,147.60 1,131.60
Transfersout . ......... S00F  (1BD) @80y  {4558) 1,143.05 1,228.85 1,137.53 1,087.15
Fordted ....oh e {852} — — [7,178) 1,117.68 - — 1,080.51
At31May ............ 76,842 3290 2205 1,57 15419 1,207.03 1,136.84 1,131.60
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Racognised compensation cost

The total recognised compensation cost (net of expected forfeitures) related to share based
compensation awards granted under the 1999 plan, the AIG stock incantive plans, the DCPPP, the
Partners Plan and the S100 Plans are as follows:

Sipmonths  Six months
Yaar endad Yaar ended Yoar ended andad wndod

30 Novernber 30 Movember 30 Hovember 31 May 39 May

2007 2008 2009 2010

il ad
Ussm

TROE Pl - L e 3 2 1 - -
AlG stock incentive plans .......... 4 10 7 4 5
R A e e e e wlirde 3 3 e = =
Partners PN ...vcosrvrrmrearaass = 4 = = =
BlICOPIERE .. s n i ndaa 1 — = <= —
- 11 19 8 4 5

ll

Unrecegnised compansation cost

The total unrecognised compensation costs {net of expected forfétures) related to non-vested
share based compensation awards granted under the 1999 and AIG siock incentive plans, the
DCPPR, tha Partners Plan and the SICO Plans are as follows:

Rrarmaining welghted urnw
wirsting perod Goste
YR May S090 ot 31 May 2010
Lissm
AP s e e R T TR SR e Within 1 yvear -
AlS stock neentive plans .. ... i Within 1 year 5
D L e e e e i Within 1 year 1
PO PN oo o v s s s s e e Within 1 year o=
TORRE AN BRI+ v b oot w e e g e e g R &
D I o e L e e L i S pears 2
Tal s T S T S N R B
n—
Liability Awards

Following the AIG Events, the Office of Speclal Master for TARP Executive Compensation
["Special Master”) must approve AlG's compensation payments for AlG's Chiet Executive Officer,
Chief Financial Officer, the three most highly compensated executive officers and next 20 most highly
compensated employees of the AIG Group (including the AlA Group) ithe "Top 25%). Additionally, the
Special Master must approve tha compensation structures developed for the next 75 most highly
compensated employess and executive officers of the AIG Group (including Al Group) {collectively
with the Top 25, the “Top 1007).

AlG has issued 1o the Top 100 highly compensated emplovess and executive officers various
share-based grants requiring cash settlement, inciuding restricted units. Cash settled awards are
recarded as a liability until the final payout is made or the award 1S replaced with g share-sattled
award, At the end of each reporting period, any unseitled award or unvested restricted wnit is
remaasured based on the change In the fair value of the underlying asset and the liabaity and expense
ane adjusted accondingly.
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American International Group, Inc. Long-Term Perfermance Units Plan
Annual LTPU Satary

Under the AlG Long-Term Performance Units Plan, AlG has awarded select employees perlodic
grants of Long-Term Performance Units, or LTPUs, at a specified annual dollar rate (Annual LTPU
Salary), LTPUs granted in respect of Annual LTPU Salary vest immediately, but are not settfed unti
the dates apecified In an employes's sward (genarally one to three years from grant). The Annusd
LTPU Salary awards issued in May 2010 were effective from 1 January 2010, and an initial grant of
LTPUs was made for that! portion of the Annual LTPU Salary accrued from 1 Janudary 2010,
Subsequent grants are made semi-monthly.

LTPUs are units based on a basket of AIG common steck and debt securities designed to sene
as a proxy for AlG's long-term value. Al grant, each LTPU represants an 80/20 mix of AIG's 8.175%
Seres A-G Junior Subordinated Debsntures and AlG common stock., The LTPUs will be settled in
cash based on the proportionate value of the underlying securities on the applicable settlement date.
The debt securities are valued on the bagis of the trailing ten-frading day volume-welghled average
price as reported on the Financial Regulatory Authorily's Trade Reporting and Compliance Engine
gystem, and the commeon stock & valued on the basis of the cloging price on the New York Stock
Exchanga.

LTFU Incenthe

Az part of thair 2010 incentive compéansation, sslect employess ara eligible for awards of LTPUs
under the AIG Leng-Term Performanca Linits Plan based on the achiavement of objective performancs
metrics during the performance perod which runs from 1 January 2010 through 31 December 2010,
The grants, which AlG expects to make to most eligible employees in the first quarter of year 2011, will
be Immediately vested and will be cash-settled three-years from the date of grant.

40. Remuneration of directors and key management parsonnel
Directors” remuneraticn

The Executiva Directors recenve compensation in the form of salaries, bonuses, contributons o
pension schemes, long term incentives, howsing and other allowances, and benafils in kind subject o
applicable laws, rules and regulations. Bonuses and fong term incentives represent the variable
components in the Executive Direciors’ compensation and are linked to the performance of the AlA

Group and the indivigual Executive Directars. Tha share and share cption awards prasanted ralats to
the AlIG schemes described in note 38,
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The Group's remuneration of individuals that were directors of the Company a1 30 November
2009 15 included for years 2007 to 2009 presented in the tabes below, There were no other directors
of the Company betwean the date of its Incorporation on 24 August 2009 and 30 November 2003,

30 Newambear 2007
Exaculive direciors
ik Wiison
Stave Roder

Tatal

Gnlmrios,
[ ]
and Pansion Post Share
[irectors’ bansfits in h wloy bossd B Tarn
oan i Honuses™ coniribuions  beradits  payments Aran [ Totat
LIGS
= 1009373 300000 I7460 5412 126035 - = LARE300
= 417335 240000 18381 4274 - = = 121w
— 1 AZ8708 1,140,000 45,861 B.686 126,035 = = 2,748,200

fgte: (T AMr. Rodor jcsned the Growg on T May 2007 and amounts presented reiate 1o the panod 1 May 2007 to 30 Novernbor
2007

Golaiias,
p L L)
e Panzion Posd Ehare
Difmctors’ banslits in st smplopmenl  based  Inducsim il Terminalicn
o il B il Lt Banefln  pay foin fess Tatsl
LISS
30 Novamber 2008
Endcutlivg drmcion
Mark YWisan - BT 92 275000 858D E526 S1083 - - 1867 B30
Beve Roder —r] 548115 200000 31500 F481 181,342 AL — 958,338
Tatal — 415807 475000 GOOBRO 12,0607  BIZTN4 - —  2ashies
_ _— _—
Salarss,
show s s
ared Parmion Pragy Share
Direciors” banediis in Iy wloymaent bassd  Inds i Tarmenation
oo [ Boruses contribubone  benefls  payssends LT (L3 Total
LSS
30 Mewombeat 2009
Exiculive divecions
Mark Wesan — 1847780 1504 000 29880 L35 499585 - - 1785004
Blave Roder = 998 040  BOOTTE 31500 7688 197 B45 G - 2036542
Taotal | . = 28BN 2304TTD BDED 15,334 BET 244 = _ = 5gEh M
Sialarses,
alownnone
and Pansion Pogt Share
Do cdorn’ bana s Fy wloy b bassd Ind e Tornseabon
Bomusp' contrbusond  DoneWis  SEymens Teei Pt Total
uss
31 My 2009 funaedited)
Execulive divecions
Mark Weson — 1255600 - 14,340 2832 252404 - - 1,525,198
Bhave Roder . _ . . 712,582 s 15,750 3834 98 B58 - e BE1,025
Total - 19051682 - 20,080 GoAs 351283 - e
S r— == e — — e

Note: (1 Borus ecoars for the six month pevied ended 31 May 2008 am nol presered abowm
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Salanes,
e ]
ared Penmian Poat Shars
Directors” bansfits in b ployment  bosed Ti ti
tnaa bkl Bonumssl! contribueons  bemeidis  payments Pamtets Total
LEs

3 May 2010
Exoculive dirochans
Mok Wison ... = 1 TE2rE TANGSIT 14340 LEve 230,603 - = 4918562
Stave Roder” savida = 7 540 — 15524 — (378520 = 1313332 1857583
David Harzeg™ | . - - — - - - = - -
Total rpet: = 25972 Z9N85IT  MBM TETE (14821 = 1,2313333 6774145

— e — | — — e— S e S

Mote: (T A, Sheve Roder iesigned as o dwechor on 22 Apal 2000
Zr Mr. David Haizog, who s an emploves of AG. was aopomiad a director of the Company on 7 April 2010 Tha sanvcas
har provicies ho the GYoun ars contideved fo occupy an insgeiicant amasnt of s Mme and ho i nod sepan ey
mmuemled S such seoas A SUCH, N0 MEUWIEON 15 priseriieg
3 Borws sccraly for the Sic month pavicd ended 31 May 2010 are nol presenied sbove

Remuneration of five highest paid individuals

The aggregate remunaration of the five highest paid individuals employed by the Group in aach of
the thres years ended 30 November 2009 and six month pericd ended 31 May 2010 is presented in

the table balow,
Salsims, Parusion Past Fhane
aflowarce s sl schams  amployewnd  based  Inducoment TerminaSon
borsfits in kind Bonusss’'! contribitions  becwfits  payments foda foan Tedal
[T
I Mgy 2010 : 5091451 3013267 111888 3514 (E2.0687 - 2280000 11317850
3 May 2008
{unauidited) 4500157 - 1T BE0S TOb 324 - - Basom

30 Nowemiber 2005 oo BEZL08 38E2IET 1636 19608 1323618 - = 118820
0 Rowsinber 2008 . 5,429,852 1047400 2RI BAR 5835 5053003 - — 12420132
30 Movembaer 2007 .. B2I06EF 6E20025 209,162 10,172 2.068.218 - — 14359105

MNefas (T Bous oy for B & mon th paviods anded 3T My 2070 and 2009 are Aol Sy abdv
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The emaluments of the fve ndividuals with the highest emoluments are within the following
bands:

Yaar andid Yanr andad Yaar ehded  Poricd endad  Pariod snded
30 Nowsmber 530 Mowember 30 November 31 May 31 May
@007 2008 2005 2000 2010

i it

6000001 o8 500000 ..., ... = -
6,500,001 o 7,000,000 .. ... ... - -
7000001 to 7,500,000 . ,....... =—
BO00001 to 8,500,000 . ........ 1
000,001 103,500,000 .. ..onu v 1

1

1

|

9,800,001 to 10000000 . .......

11,000,001 to 11,500,000 .......

11500001 1012000000 ... ...,

12,000,001 to 12,500,000 .. .,.... s
12,500,001 to 13,000,000 ... .. -
13,000,001 10 13,500,000 . .. ... -
13,500,001 to 14,000,000 . ..., . -
14,000,001 to 14.500,0003 . ... .. =
14,500,001 to 15,000,000 ... .. -
15,500,001 10 16,000,000 ... ... -
19,000,001 1o 19.500,000 . ...... =
29,000,001 to 20500000, .. .... -
35,000,001 to 40000000 .. .,...,. -
48 000,001 to S8 500,000 . ... . -
72,500,001 to 73000000, ., ... 1

R P I |

G 0 O e O
|||4444|||4|||||||||§
(I i -
S0 FD ey s
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Hey management personnal remuneration

Key management personnel have been (dentified as the members of the AlA Group's Exco and
members of the GCompany's Board, As the Group was formed on 303 November 2009 (zee MNote 11.1),
the key management personnel remuneration disclosures for the years ended 30 November 2007,
2008 and 2009 and the interim period ended 31 May 2010 reflect those individusis that were
members of AlA Group's Exco ar members of the Company's Board at 30 Movember 2000, The
remuneration of these individual has been included for all periode presented,

o wrwdad Yaear anded Yaur ended Pariod snded
30 Movamber 30 Novembar 30 November  Period endad 31 May
2008 20 31 May 2009 2019
s it
uss

Key managemeant

compensation and athar

eXpenses
Salares and other short term

employes banafits™ , ... ...... 7108733 7793734 14900774 TA4ETTT 7,856,438
Termination benefits _, ... ... - - - - 2,280,000
Post empioyment banefits —

defined contribution . .. ... ... 277,858 372,025 315858 146 576 279,234
Past empoyment banafits —

defined benedit .. ...covvvene 10,678 12,511 29,577 12,447 17,051
Post employment benefits —

medical & i .. ..oovhiviea,. 30,100 38,981 40,159 20079 14,408
Other long tenm benafils ..., ... - —  2,585069 — 5082141
Share based payment . ......... F26,551 1,993,218 1,418,414 728,637 {5, 585)
T v, o o i i 8,053,926 10210470 19291681 8054636 16,520,444

Negar(1)  Bonud sccruais for the &% monih paiod ended 31 May 2070 .and 2009 &/ ol Nciuded abov
21 My David Horzog, who is an empioves of AiG, was specinted & dimstor of the Company on 7 Apnl 2010, Thir Sehvices
ho providas fo the Group am considened 1o occupy an insgnificant amount of his time and he & not saparatedy
favTATarEd for SUCH Services. AS such, N0 mualion (8 preseied
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41. Related party transactions

Transactions with related parties
Yoar onded Yoo ended Yoear ended Siz months ended Six months ended
30 November 30 November 30 Novembsar 31 May 31 May
a7 2008 2000 2000 20
unaudited
UsSm
Transactions with related
parties
Reinsurance related parties
{Income)fexpanse
Pramiums assumed . ......... ] [y (B3) (47} {3}
Premiums ceded to
FEINEUMEIS ... cieeinnnnn BO7 171 21 k| 18
Clalms recovered from
relfsumess ... ... ....... [324) [TE)} 5} 2} (3]
Claims pasd on inwards
PEIRBUIANGE _, ... .. ... ou.n. - as 48 ag =
Recapture fee {seeMNote 5) . . .. - 180 - -
Commigsions and fee
IO = s e _l41) E} ) K= _i2)
233 244 1 (5) "
Mon-insurance retated party
income
ItErest inCome ... .oaiieerns {38] {30} = 2} =
Income from services
L R _45) (48) 39) (8) 19)
(81) (76} {42) (18} 1%
Mon-insurance related party
eXpenses
Iterest expenss .. .iia. e 9 7 1 —
Purchases of seMvices ........ &7 G8 23 16
Corporale service fees | . 29 32 23 13 a
a5 108 58 aw 23
Total .. ... ... oL 247 276 17 14 15
Term deposits held with
related parties . .......... 47 7B - - -
— —— — _— —
Yonr endad Yaar anded Yaar anded  Period anded
30 Howember 30 Novembar 30 Novermber 31 May
2007 2005 2000 2010
Amounts due from related parties
Insurance related amounts receivable ... ..., 83 b 1 1
Loans recalvable. .......ovciveiiniiiainane 1,589 28 &7 -
Other amountsmecebvable .................. a5 33 1 2
k1o e e I S R e A S R e 1,767 T B9 3
e _ — —_—
Amounts due to related parties
Insurance related amounts payable .......... TG 7 3 0
Lo PR ablg ou-v g ve e n e e B12 20 50 50
Other amounts payabla . .. o .. ... 12 24 51 15
Tok i e e R R 800 56 104 76
—— - - =
=144
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Transactions with rélated parties are transactions with fellow subsidiaries of AIG with the
exception of pramiums assumed from associates of USSnll for the year ended 30 November 2007:
US$im; for the year ended 30 Movernber 2008: US$im: for the year ended 30 November 2009:
USEnil; six months ended 31 May 2009 {unaudited): USSnil). Certain group companies raceiee
amounis on behalf of and pay amounis on behall of fellow subsidiaries. These amounts are included
within other amounts recsivable/payable. Refer to MNote 1 for transactions relating to the Group
recaganisation,

The recapture fee of USS190m in 2008 relates 1o an amount paid by the Group to its then
immediate parent, AIRCG, in full angd final setllemant of the recapture of the reinsurer's share of
ceriain risks ceded. Refer to Note 5 for additional information,

The above amounts regefvable from and due fo related parties are all balances with fellow
subsidiaries of AIG, Irsurance related and other amounis due from/to related partles are unsecurad,
nen-interest bearing balances which are expected to be seltied within one year,

The Group enterad Inlo securities lending agreamants with ralated parties. During 2002, the
Group sold certain debt securities lor procseds of USSBE4m 1o ralated parties resulling In a
recognised realised loss of LUS$31m, These debt securities were purchased with collateral received
fram the securities lending programme,. Ses Note 30 for further information.

Remuneration of directors and key managemeant personnel is disclosed in Note 40,
Derivative financial Instruments ase disclosed In Mote 22.

42. Commitments and contingencies

Commitments under operating leases

Total future aggregate mirimum leass payments under non-cancellable oparating leases are as

follonavs:

Yoor atedad  Yaar onded Yaar anded

30 Novermber 30 Movembar 30 November 5o months ended

2009 31 May 2010
USSm
Properties and others expiring
Mot later than one year .. ......o.oeunnn B4 69 TE 80
Later than one and not later than five
WEEMS .ttt a e 1214 133 102 138

Laterthan five years ... ...coivviasae- 17 m 94 102
T s R e R D 302 306 72 320

4
The Group is the lesses in respect of a number of properties and items of office equipment held
under aperating leases. The leases typically run for an initial period of one 1o seven years, with an

option o renew the lease when all terms are renegotiated. Lease payments are usually increased at
the end of the lease term fo refiect market rates. None of the leases include contingent rentals.
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Investment commitments

Waad ansdisd Yaar andad Yaar aniced
30 Novernber 30 Novembar 30 November S monihs anded

2007 2008 2009 31 May MO
Ussm
Mot later than ome Year . ...vvivivaiaans - 107 80 134
Later than ore and nof lates than five
WEAEE: | v o g 0 o e B 143 £l 35 12
Laterthanfive years ... ............. = Ll 138 104
FORRE e i Ihaaiade B o A A 143 289 264 250

Investment commitments consist of commitments to inves? in private equity partnerships,
Contingencies

The Group is subject to regulation in each of the gecgraphical markets in which it operates from
Insurance, securitkes, capital markets, penskon, data privacy and other regulators and is exposed to
the sk of regulatory actions in response to percefved of actual non-compliance with regulations
relating to suitability, sales or underwriting practices, claims payments and procedures, product
design, disclosure, administration, denial or delay of benefits and breaches of fiduciary or other
dutiss. The Group balisves that thess matters have been adequately provided for in the Financial
Infarmation.

The Group & exposed 1o legal proceedings, complainis and other actions from its activities
Including those arlsing from commerclal activitles, sales practices, suitability of products, policles and
claime. The Group believes thesa matlers are adequately provided for in the Financial Information,

The Group |s the reinsurer in a residential mortgage credit reinsurance agréesment covering
residential mortgages in Australia. D to a changa |0 aw, further cesslons under this contract snded
in July 2008. This reinsurance is fully ratrocedad to a subsidiany of AlG. The Group is exposed to the
risk of losses in the event of the failure of the counterparty retrocessionaire to honouwr its obligations.
The principal balance cutstanding of mortgage koans to which the reinsurance agreament relates were
approximately US$2.977m at 31 May 2010 (30 MNovember 2007 LS$4,507m; 30 November 2008:
LIS53 147 30 November 2009 LUS$3,588m), The labilities and redated refnsurance assels, which
totalled USS15m {30 November 2007: US$31m; 30 November 2008 US332m; 30 Navember 2009:
LISE24m), respectively, ansing from these agneements are reflectad and presented on a gross basis in
the Financlal Information In accordance with the Group's accounting policles. The Group expects o
fully recover amounts cutstanding at the balance sheet date under the terms of this agreemant from
the ratrocessionaire. In the evant of a change In control of one party, the other party has the right to
termanale the relrocession cover with the Group alecting whether the fermination is on a run-off basis
or clean cul basis.

The Group provided meinsurance and metrocession of gansfal Insurance business which was
primarity urderwritten in the 18970s and 19805 In the absence of any material claim notifications in the
three years ended 30 November 2009 and up to 31 May 2010, the Group doss not expect any further
material Rabbies to arise. At the time AlA-B was transfered to the AlA Group pursuant to the
Reorgansation, AIRCO, the former owner of AlA-B, peovided AL with an uncapped Indemnpiflcaton
for koeses with respect to claims made before 1 November 2010 that result from the undanariting
activities of the Bermuda affice of AIA-E prior to 28 February 2009,

At 31 May 2010, the Group has issued capital guarantess and guarantess of indabtecness of
approximataly US$1.8m and minimum guaranteed rates of return ranging from 0% to 5% to holders
of units of pension funds that have an accumulation value of approximately US$1.282m
(30 Movernber 2007; USS1,.272m; 30 November 2008; USE1,232m; 30 November 2003 US$1.260m).
The Graup has the atdity to reduce the guaranteed rates of return, subject to obtaining approvals of
applicable regulators,
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The status of the beances of the AlA Group B réviewed from Hme to time by the Group's
regulators in light of @ number of factors including the legal structure of the Group.

43. Subsidiaries

The principal subsidiary companies which matenally contribute o the net income of the Group or
hold a material element of its assats and liabifities are;

Group's intomst %
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44, Immediate and ultimate controlling party

Prioe to 30 November 2009, the immediate controlling party of AlA was AIRCO, a Bermuda
company whosa uitimate parent company was AiG, an insurance and financial services group in the
United States of Amarica,

In September 2008, AIG entered into a LIS$AS bilion revolving credit agreesment (the "Credit
Agresment’) and a guarantes and pledge agreament with the FRENY. In conjunction with the Cracdit
Agreement, AlG agreed to lssue a series of convertible participating preferred stock ['the Serles G
Preferred Stock’) to a trust 1o be aslablished for the sole banefil of the United States Treasury the
‘AIG Credit Facility Trust'y. The Serles G Prefermred Stock was issued to the AIG Credit Facillty Trust on
4 March 2009, The Series G Prefered Stock s entited to vote with the AIG commen stock on adl
matiers, and holds approximately 79.8% of the aggregate voting power of AIG shareholders entitied
to vote, on an as converted basis. The AIG Credit Fasility Trust has thres independent tnestess.
Pursuant to the terms of the Trust Agreement, the trustees have absolute discretion and ultimate
control over the prefarmed stock, sublest to the terms of the Trust Agreemnenl, and exercias all rights,
powars and privileges of a shareholder of AlG.

The direct sharehoiders of AlA did not change a5 a result of the actions described above.
Hewever, a change of contrel occurred at the level of AlG, the ultimate parent of Al Through its
ownership of the Series C Preferred Stock, the Trust owns an indirect interest in all domestic and
international subsidiaries owned directly or indirectly by AlG, and is the ultimate controling party of
AlG.

On 2 March 2009, AlG and the FRENY anncunced their intent 1o enter into cerfain transactions
that would, amongst other things, reduce AIG's obligations under the GCredit Agreement mentioned
above, Accordingly, the FRBNY Agreement was entered into on 25 June 2009, The holowing
transactions were affected In accordance with the FRENY Agreement:

o on 11 August 2008, AIG Life Holdings (international) LLC (AKG Life') formed a special
purposs vehicle, AlA Aurcra LLG,

& on 24 August 2009, AlA Aurcra LLC formed AlA Group Limited;
& on B Octobar 2009, AlG Life transferred AlA Aurora LLC to AIRCO,
*  on 30 November 2009, AIRCO transferred AlA to AlA Group Limdted;

o on | December 2009, AIRCO fransferred to the FRENY a prefemed Intarest, with a US$16
bilon liquidation preference, in AlA Aurora LLG;

®  AIG refained 100% of the common interest of AlA Aurora LLG (1% directly and 9%
indirectly through AIRCO) as at 1 December 2004, and

& as consideration for the prefermed interests In AlA Aurcra LLC recelved by the FRENY, the
outstanding balance owed by AIG under the Credit Agresment was reduced by LUS$16
Bellien,

Accordingly, with effect from 30 Movernber 2009, AlA Group Limited became the immediate
contralling party of AlA, alter AIRCO, the former immediate parent company of AL, transferrsd AlA 1o
AlA Group Linited,

On 18 June 2010, AIRCO distributed 99% of the commen interest of AlA Aurora LLC by way of a
dividand in spacis to s immediate shareholdar, AIG Life, On the sarme date, AIG Libe distributed the
same to AlG. Following the distribution, AIRCO has ceased (o hold any common interest in AlA
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Aurara LLC, The distnbutions have resulted in AIG hokiing 100% of the common interest of AlA
Aurora LLG directly rather than 1% directly and 99% indirectly through AIRGCO. The FRBNY has
retalned the preferred Interest of AU Aurcra LLC.

45. Events after the reporting period

Cin 20 August 2010, the Group sold its AlG shares o AlG for approximately USS81 millicn which
will resudt In a4 realised gain of approximately LSE73 milllkon.

On Octaber 2010, the Group repaid the loan payable (o AIG of USSS0 mision,

Ill. FINANCIAL INFORMATION OF THE COMPANY

Statement of financial position

30 Mowembar 31 May
LISSm Botis 2000 2010
Assats
Irvestments In SUDSIBNIBS . . ... e i e e 2 13,994 13,954
Loans and recelvBETBE. ., . s vdiveas i vie cee e s s ks i e e - 1
Cashandcashequivalanls .. ... . ... i iioonrasraaiionsans 3 dd 14
TR S R R R T R T e e e 14,038 14,009

op—— Em———

Liabilities
IR e e s S i A S S B E Y B s e AR T S R 4 50 50
Prowisions . .. oo ve s ra i e 5 20 1
Total BabilIas . .. e e B0 &1
Equity
lesued share capital and shares yettobeissued .. ... ... o oo L] 12,044 12,044
BB PRBTHLRINY. oo g gt s e i B e i -] 1,914 1,914
R e T o o e g e s e e 4o 1B m - -
i g o B S e B D R 13,958 13,958
Total iabilities and equity ... ... ... ... .. .civiiiiiacinanans 14,038 14,000

Mote: (T Financia infonmation for the Comparny for the period ended 30 Newvember 2006 /s preganted for the pencd from indal
formation on 24 Augus! 2009 fo 30 November 2009 The Srancin! iformanan of the Compary should Be nead in
COnfumEnion with B Financal informanion of the Gowp.

2 Netprofit of the Company for the perfods ended 30 November 2009 and 31 May 2010 were USSRl
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MNotes to Financial Information of the Company
1. Accounting policies

Where applicable, the accounting policies of the Company are the same as for the Group as sal
out on pages 9 o 38,

2. Investments in subsidiaries

Movements in he Gempanl_."s vestmants In s subsicianes ane as follows:

S

O T Y . e T R R A e E e AT LT e A T e e C i =
Acquisitions during the period ended 30 Novernber 2008 . ... o ciiiiiiiiaieiiinaaeas 13,884
At 30 November 2008 and 31 May 2010 .. ... ...t 13,964

See note 43 of the Group's gonsolidated financial information for further information of the
Company's subaidiaries.

3. Cash and cash equivalents

The cash and cash aqmvalants balance consists of cash of L}E;*.-Mm ﬁ{l- Movamber
200 LIS$44m) and cash equivalents of USEnil (30 Novembar 2008; USSnil),

4. Borrowings
Borrowings represent a loan from AlG. The bakance i non-interest beanng with no fixed maturity,
5. Provislons

in connection with the Company’s acquisition of AlA a provision for axpected transfer costs has
been recognised,

6, Share capital and share premim

Details of share capital and share premium are presented In note 34 of the Group's consolidated
financial intormation.

7. Risk management

Risk managament in the context of the Group is discusted in note 37 of the Group's
consolidated financial information.

The business of the Company is managing its Investments in subsidiaries and associates
operations, Its risks are considered io be the same as those described in the context of the
consolidated group. Such invesiments are held by the Company at cost in accordance with
aceounting policy 2.4.

Financlal assets, othar than investments in subsidiaries and assoclates, largaly consist of cash
and cash equivalents,

Financial liabiities owed by the Company as at 30 November 2009 and 31 May 2010 consist of
borrowings from AlG.

=180
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8. Related party transactions

The Company receives dividend and Interest income from subsldiaries and pays interest and
axpenses 1o those subsidianes in the normal course of business,

Except as disclosed elsewhera in the Financial Information, there are no other material related
party fransactions.

iV. SUBSEQUENT FINANCIAL STATEMENTS

Mo audited financial statements have been prepared by the Company or any of its subsidianes in
respact of any peried subsequant to 31 May 2010, No dividend has been declared, made or paid by
the Company or any of its subsidianes In respect of any period subseguent to 31 May 2010,

Yours falthiully,
[PricewaterhouseCoopars]

Canified Public Accauntants
Homg Koeng
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