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Example of ‘organic CSM movement’ of L&H insurers!
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1 Canaln movements can be positive or negative. The chart Is prowided Tor Nustrative purposes. only.

2 Oniy for VFA contracts.
Insurers’Half Year Reporting Under IFRS 17, KPMG, September 2023
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Mew CSM recognised/CSM released in H1 202372

Insurers
® Growing & Shrinking
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Expected recognition of CSM in profit or loss as at
30 June 2023
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FY22 CSM Movement, Net of Reinsurance ($b)
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Comprehensive Equity ($b)

As at 31 Dec 2022
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CSM Release is the Core Driver of $6.4b OPAT %’%

FY22 OPAT Composition ($b)
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2.1 +01 and Expenses
CSM Operating Risk Adjustment Het OPAT Before Net Other Fees Non-attributable Finance Tax OPAT
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Result® and Expenses, Under IFRS 17
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IFRS 17 Update, AIA Group, June 2023
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MoobDy’s

INVESTORS SERVICE

However, we do not consider that the CSM has the same loss-absorbing capacity as shareholders' equity because:

The value of the CSM is uncertain. The CSM is an estimate based on a set of assumptions, often over a long-term horizon,
that can materially change.

The CSM is generally illiquid, i.e., cannot be accelerated to the income statement. The sale or transfer of an in-force portfolio could

allow for acceleration of income statement recognition of CSM related to that portfolio. However, the ultimate value that an
insurer may receive is highly uncertain, particularly in a stressed scenario.

The CSM is not fully fungible and is calculated based on cohorts of policies with similar profit expectations and term durations.
Changes in assumption relating to one cohort of policies cannot be offset against the CSM held in relation to another cohort. In
some cases, this may result in losses affecting shareholders' equity directly, even if an insurer has CSM on its balance sheet.

2023 nanann naorro®

Life Insurers and Financial Statement Adjustments: Proposed Methodology, Moody’s Investors Service, 21 November 2023

m © 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization 9
of independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved.



?nIA'nnn IX [In — CSM-n

HIGH RISK ASSETS / SHAREHOLDERS' EQUITY*

MoobDy’s

INVESTORS SERVICE (GOODWILL AND INTANGIBLE ASSETS) / SHAREHOLDERS' EQUITY*

RETURN ON CAPITAL

How we adjust the financial statements

Balance sheet

We reclassify 50% of the CSM in insurance contract liabilities of companies reporting under IFRS 17 to shareholders' equity, net of taxes.

Income statement

Because we expect the CSM to amortize to earnings over the life of the relevant insurance contracts, we do not make any adjustment to
the income statement related to the CSM.
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