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Creating a Consistent Value Framework

JEEEY ==82 542 X5H2

1

AInES 3t FFIIITHSL0ILL .

XI5Its8t £+9/3Z (Susta able Profitability)

mm I N ___

7 Si=S ot

== =

2 Ol A S

2=Z=J M S L9k

Value
Realization

Value
Management

Creation

JHKIRXIE Tt

UNHOl PAYs || AYTAYS

JIRIHIE
S
xEEl ] A
012l GAP

AIEEHIES
JICHI X112}
LHXHI EXI2$2
GAP

JI°*7}II9}
LHXHD EXI2$2
GAP




Corporate Reporting

What does the investment professionals want ?

Importance vs. adequacy of key aspects of financial reports

%

&0

G0

40

20

0
Profit and Balance Cash flow Segmental Debt payout  Other notes Management Corporate Historical
loss account  sheet statement information schedules to the discussion governance  summary
and term financial and analysis  information
disclosures statements (MD&A)

- Adequacy - Importance

Source : PricewaterhouseCoopers, Corporate Reporting Survey 2007

The Respondent Buy side (investor) 59% UK e
population Sell side (analyst) 41% USA 105
Fixed income 23% Canada 53

Equity 77% Germany 21

Australia 27

France 14

Total 262
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Corporate Reporting : IFRS impact on investment decisions

Transparency of historical performance

How clear would you say IFRS makes
companies’ historical finanacial performance ?

Vary clear . 7%
iy clear
Mot very clear

Mot clear at al| . 9%
Don't know IEH-'F.-

Insight into risk

How clear would you How clear would you say
say that IFRS makes the that IFRS makes the
finanacial risk operational risk
companies assume ? companies assume ?

Very clear m Very clear . 9%

Mot very clear m Mot very clear m

Mot clear at all I 3% Mot clear at all I45€-
Dan't know l 5% Don't know Id%

Effect on perceptions of company value

How much of an impact has IFRS had on your
perception of individual companies value ?

A great deal . 6%

A fair amount

Just a little

Don't know/no answer I 2%

Has the impact on any specific
company of conversion to IFRS
influenced you in any of the
following ways ?

Influgnced you to invest
Influenced you not to invest

Irfluenced you not to divest (hold) - 11%

Influenced you to divest (sall)

Mo influsnce

48%
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Transition IFRS Conversion Methodology

Phase | Phase Il

Initial
accounts
conversion

Evaluation of
financial
statement
components
and
operational
analysis

Preliminary
Study

Project set-up
and launch

3HAH Transition IFRS Conversion MethodologyE
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Phase Il

Embedding
the change
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Embedding IFRS in your organisation

10

Your first IFRS report is a major achievement, but it is only the start.

The Changing implication of Adopting IFRS for the Business

Changing the Numbers

anging the Business
Systems

Changing the Business
Processes and People

> Time

Changing the Numbers

= Identify the key issues and
differences compared to local
GAAP

= |dentify the impact of changing to
IFRS in each territory

= Amend or produce new
accounting policies and
manuals, and produce the first
IFRS financial statements

= Consider how the viability of
certain products and services may
be affected, and if reported
business performance changes,
thus enabling business managers
to take appropriate action

Changing the Business
Systems

= |dentify current data gaps and systems
deficiencies

= Consider the need to amend key
shareholder and investor value drivers
and incorporate into management
reporting

= Develop a detailed systems strategy to
support new processes and
procedures, thus enabling an informed
capital investment decision to be made

= If required, implement a phased
introduction of new systems to ensure
that all staff are fully equipped for their
new responsibilities, and that the
business can run smoothly at each stage

Changing the Business
Processes and People

= Consider the implications for resources

particularly during the transition period
(and dual GAAP reporting for subsidiary
entities)

Provide training within the organisation
appropriately tailored to the individuals’
needs (audit committee, senior
management, operational staff and finance
personnel)

Consider the implications of the change to
IFRS on the organisational structure and
on the corporate governance process
Change reporting and business
processes and procedures, as
necessary to achieve the required new
way of working



Moving from tactical to sustainable to flexible

Embedding IFRS is about building on tactical solutions, designed ...
= t0 meet the immediate IFRS reporting deadlines,
= t0 create more sustainable and efficient procedures that enable the business to be
effectively managed in a changing environment.

ability to change 4 Flexible
Embedding Sustainable /
e I

Preparation of external External reporting is easily The necessary

reporting by an replicated period after organisational structure,
operationally independent period in an reliable, systems, data capabilities
project team, produced efficient and robust manner and people are in place so
outside the normal making the new reporting that future changes can be
reporting systems. standards part og factored in.

‘Business as usual’.

Most Companies Some Companies Few Companies

11



How to embed sustainable reporting 12

Embedding IFRS into your company requires careful scrutiny of six key
enablers.

These enablers do not all have to be addressed at the same time. The focus
should be on immediate deliverables and priorities — seizing each opportunity
for greater effectiveness, efficiency and control — while also building in the
capacity to deal with future developments.

Data; SYStEmS

HIDCEsses anclraenneloc)y

Control

Planning
Strategies and
REPOIING

@rganisaueneal
Structuye

Pao0le Gagealllty




How to embed sustainable reporting (cont’'d) 13

Processes

Data, Systems and
Technology

People Capability

Organisational
Structure

Planning Strategies
and Reporting

PRICEAVATERHOUSE( COPERS @

How are you planning to streamline your processes and
introduce efficiencies that will help you ‘close the books’ faster
and smarter?

= Effective processes ensure that reporting is timely and accurate, with a
minimum of human intervention. Management should focus on the day-to-
day activities required to generate the necessary financial reports. The
processes include the inputs, transfer, outputs and review of data.




How to embed sustainable reporting (cont’'d)

DatasSystems

How can you get maximum return on your IT spend? Can your
data, systems and technology cope today and in the future?

The type and amount of data required for compliance with IFRS may
significantly differ from national GAAP. Some data may be available but
not in the right format.

Reporting disciplines need to be able to cope with increased data
collection and disclosure. Technologies such as XBRL may be useful
... Underlying hardware, software and applications should have sufficient
functionality, capacity and scalability ... The data model on which the
systems are built should minimise rework and reconciliations.

Many companies will need to upgrade or replace their data collection
and reporting systems. The precise changes they have to make will
vary according to individual circumstances.

The amount of work required to embed IFRS deep in the organisation will
depend on the state and complexity of the existing reporting systems.
Fragmented systems — those with a different subsystem for each part of
the business, legacy systems inherited from recent acquisitions, or
manual systems still operating in subsidiaries — represent particular
challenges.

Embedding IFRS also means reconciling internal management
information systems with external reporting. Staff will need to prepare
budgets and forecasts that make sense in the IFRS environment and
enable management to act with a full understanding of the impact of its
decisions on the business and, separately, on the published results.

14




How to embed sustainable reporting (cont’'d)

How can you be confident that your controls are adequate and
consistent across the company?

= Controls are the internal mechanisms, including corporate governance,
that provide assurance over the output from the finance function.
The output should be understandable, auditable and of high quality.
There should also be regular evidence that these internal mechanisms

15

are working effectively. Controls and procedures need to be reviewed to

ensure they remain appropriate and relevant to IFRS. Where necessary,

Copliro)]

visibly supported by management to be effective. Accounting manuals
used throughout the organisation should be updated to aid proper
understanding and implementation of IFRS.

revised policies and procedures need to be implemented. This should be



How to embed sustainable reporting (cont’'d) 16

How confident are you that you are equipping your people with
the skills and approaches required to make IFRS work in your
business?

» Personnel should be motivated to embrace IFRS, instead of feeling
excluded from it. This target needs to be built into training, development
and reward structures. Many companies are already providing regular
training and updates to their staff, but few have embedded IFRS so that it
forms part of the business language. It should not be just the domain
of a remote central accounting function.

= All management, not only those in finance, need to be aware of the
requirements and implications of IFRS relevant to their roles. Buying in
the necessary skills and knowledge is not a realistic option — not only are
appropriate resources scarce, but this approach may not address the
long-term need to embed IFRS. Use of outside consultants should be
supplemented by internal resources to enable a genuine transfer of
knowledge to take place.

» Involving in-house staff in developing new systems, and training
them once the changes are in place, will help to embed IFRS. This
extends beyond preparing the external financial statements. Employees
who work in management information systems, corporate treasury and
tax, for example, must also understand how to apply IFRS for external
reporting. They will also learn the new processes and systems required to
support the different accounting regime.




How to embed sustainable reporting (cont’'d) 17

Organisational

Structure

How can you maximise the contribution of the finance
function? How can you ensure that IFRS helps you keep on top
of your regulatory requirements, for example with national
governance requirements?

= The structure of the finance function should allow highly qualified finance
teams to focus on adding value to the business, for example by
supporting management decisions rather than just closing the books.
Frequent transactions should be standardised, simplified or automated as
much as possible, or even outsourced.




How to embed sustainable reporting (cont’'d) 18

leinrine

REPOIUING

How can you help to make ongoing compliance with IFRS part
of the future success of the business?

» Revisions to management reporting, forecasting and budgeting

processes will be required to make them consistent with IFRS.
Strategic planning, resource planning, operational planning and
monitoring should enable the finance function to optimise current and
future activities. This includes making timely, proactive choices about how
to influence and cope with future changes. In practice, this means more
focus on the strategic plan for finance and not just on the annual budget
process. Planning, budgeting and forecasting reports should also model
the impact on the company’s externally-reported financial
performance. These internal reports should be reconciled to various
external reporting requirements.

A potentially significant operational risk can also be created during IFRS
transition if internal management accounting is not aligned with the new
external reporting requirements.



Initiatives for IFRS Embedding
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138% 112 47
82% 100 55
75% 100 57
67% 87 52
14% 90 79

112% 70 33
59% 129 81

210% 124 40
82% 60 33
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Variable

Worsening of mortality

Improvement in annuitant mortality
Worsening of base renewal expense level
Worsening of renewal expense inflation rate

Worsening of lapse rate
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Worsening of mortality

Worsening of base renewal expense level
Worsening of expense inflation
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Long-term insurance contracts with fixed and guaranteed terms

Long-term insurance contracts without fixed terms and with DPF

Change in Changein Changein

Trigger level variable liability 2006 liability 2005
+58.0% +10% (143) (101)
41% p.a. +1% p.a. (255) (189)
+15.3% +10% (600) (540)
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+65.0% +20% (230) (178)
Change in Change in Change in
variable liability 2006 liability 2005
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+10% (720) (680)
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+20% (250) (200)
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