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REPORT TO SHAREHOLDERS

Introduction

The Argus Group reports a loss of $3.9 million for the
six months ended September 30, 2011. As in recent
years, it is investment related losses that have eroded

the strong earnings of $7.1 million from operations.

The investment related losses of $11 million stem from
a provision made due to the uncertainty surrounding
the ultimate collectability of the Group’s investment
in Northstar Group Holdings Limited and is described
more fully in Note 4 to the condensed consolidated
interim financial statements. In the opinion of Man-
agement, this marks the end of the material legacy
issues in the investment arena that have challenged

the Group so dramatically over the past four years.

Looking Forward

Thus, this result, whilst disappointing of itself, is
viewed by Management as a turning point. We have
continued to deliver strong operating results and are
confident of the return to more ‘normal’ times for the
Group. The Balance Sheet now faces substantially less
exposure to risks arising from non-core investments
and will enable the Group to build on its history of
over 60 years service to Bermuda. We remain confi-
dent that the Argus Group is well positioned for the
future with core business units producing continued
strong performance of $7.1 million for the half year

despite the lingering recession.

That said, shareholders are reminded of the following:
This and certain other statements in this report may be
deemed to include forward looking statements’ and are based
upon Management’s current expectations and are subject to
uncertainty and changes in circumstances. Actual results may
differ materially from those included in these statements due
to a variety of factors including worldwide economic condi-
tions, success in business retention and other factors.

The Group is experiencing unprecedented levels of
competition in all our markets as the global recession
deepens. We are working very hard to retain existing
business and to win new business with some suc-
cess. Fortunately, despite the recession in Bermuda,
earnings from almost all of our business operations
remain strong. In Europe, the economies of both
Gibraltar and Malta have continued to grow despite
the global recession with our European businesses
experiencing sustained growth.

We recognise that we can capitalise on our strong
position in employee benefits and commercial insur-
ance to grow our market share in Bermuda, Gibraltar
and Malta. We are also focusing on leveraging our
existing strong business relationships to grow our
personal lines business in all jurisdictions.

International Financial Reporting
Standards (IFRS)

Shareholders should note that these financial state-
ments were prepared in accordance with IFRS and
represent the initial presentation of results and
financial position under IFRS. This has required the
restatement of certain comparative figures as detail-
ed in Note 8 to the condensed consolidated interim

financial statements.

The Period in Review

The loss of $3.9 million is compared to a profit of
$9.9 million for the corresponding period in 2010.
On the Condensed Consolidated Balance Sheet, Total
General Fund Assets now stand at $510 million whilst
Segregated Fund Assets have decreased to $1.1 billion.
The Group now has $1.6 billion under its administra-
tion. Shareholders’ Equity at September 30, 2011 stands
at $79 million, down from $83.5 million at March
31, 2011 due to the write down as discussed above.
Shareholders’ equity of $79 million is substantially in
excess of the statutory capital required to conduct

the Group’s various insurance businesses.

Net premiums earned in the period increased by 9.6 per-
cent reflecting new business and the Group’s continu-
ing efforts to achieve acceptable underwriting ratios
by appropriate adjustments to rates. Net policy benefits,
claims and adjustment expenses and Net change in contract
liabilities have increased by 6.4 percent reflecting the
trend of increasing health care costs both locally and
overseas.

In the six months under review, Investment income, in-
cluding Change in fair value of investments, decreased by
51.5 percent due to the reduction of interest income
as a result of lower interest rates on our bond portfo-
lio combined with the reduction of market values on
our equity portfolios. The Argus Group continues to

derisk the balance sheet in a measured and orderly
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fashion to mitigate the effect of future volatility in
worldwide investment markets, as experienced in re-
cent years. The Group now follows a more traditional
approach to the fixed income: equity mix of our in-
vestment portfolios whilst matching our liabilities
appropriately. Commissions, management fees and other
income increased modestly due to increased ceding
commissions earned by our property and casualty

operations.

Operating expenses decreased by 11 percent primarily
as a result of the reduction in post employment medi-
cal benefits plan liability following the decision in
the prior year to amend the plan whereby eligibility,
benefits and cost sharing were modified for current

employees.

In the six months to September 30, 2011, Argus re-
corded net unrealised losses of $598,000 under Other
Comprehensive Income compared to gains of $616,000
in the corresponding period for the prior year. These
unrealised losses arose from market movements on
financial assets classified as ‘available for sale’ and
the negative foreign currency translation adjustment
of the Group’s self-sustaining foreign operations of
$415,000.

Dividend

Mindful that the practice of paying dividends whilst
the Group was reporting losses is not sustainable over
the long term, the Board of Directors (“the Board”) of
Argus Group Holdings Limited (“the Company”) con-
cluded that it was important for the Group to main-
tain a capital base that is well in excess of the mini-
mum statutory requirements. Accordingly, in July
2011, the Board decided to temporarily suspend the
payment of a dividend to shareholders.

2011 Annual General Meeting (“AGM")

At the AGM of the Company held on September 22,
2011 the entire Board was re-elected with the excep-
tion of Mr. Christopher Trott who did not offer him-
self for re-election. We are grateful to Mr. Trott for his
valuable contribution over the past 17 years that he
served on the Board. At a meeting of the Board held
after the AGM, Ms Sheila Nicoll was re-elected Chair-
man and all other officers remained unchanged. As
anticipated, shareholders attending the AGM had
questions concerning the resumption of the dividend
and the general prospects of the Group. The Board
considers the payment of a dividend each quarter and
dividends will resume once the Board considers it
prudent to do so. At the AGM, one shareholder had
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several detailed and technical questions which were
not fully addressed in the meeting due to time con-
straints. Management committed to address these
questions in a subsequent communication which will
be circulated to all shareholders by way of a covering
letter issued with this six month report.

Directors and Officers Holdings,

Share Options and Restricted Stock

At September 30, 2011 the Directors and Officers
of the Company had combined interests totalling
1,356,880 shares out of 21,511,163 shares in issue
on that date. Rights to acquire shares in the Com-
pany were granted in the past to key employees who
include executive directors and officers. In the six
month period ended September 30, 2011 no restricted
shares were granted to employees. No share options
were exercised in the period and, as at September 30,
2011, the total number of share options outstanding
which can be exercised at various dates up to May 31,
2017 were 362,952 at exercise prices ranging from
$5.95 to $11.78.

Health Care in Bermuda

The Bermuda Government hosted the annual Health
Finance Summit at Tucker’s Point in November 2011.
The event marked the formal mobilisation of the
National Health Plan Task Groups. Eight task groups
have been created with participants selected from
a variety of stakeholder groups including govern-
ment, local and international business, healthcare
providers and insurers. Five Argus staff have been
appointed to four of the eight work groups. The Fi-
nancing and Reimbursement Work Group is likely
to be the most challenging so Argus is well placed
to support this group with two senior members of
Management on the team.

Thank You

Finally, we thank our staff for their hard work and
commitment and our clients and shareholders for

their continued loyalty and support.

Alison S. Hill

Chief Executive Officer December 19, 2011



CONDENSED CONSOLIDATED BALANCE SHEET

(Unaudited) (Unaudited) (Unaudited)
(In $ thousands) September 30 March 31 April 1
Note 2011 2011 2010
ASSETS
Cash and short-term investments 18,556 26,245 22,313
Interest and dividends receivable 468 850 820
Investments 3 306,684 304,394 360,149
Investment in associates 4 36,685 47,507 14,640
Receivable for investments sold - 12,672 -
Insurance balances receivable 19,317 18,999 12,346
Reinsurers’ share of:
Claims provisions 13,784 13,758 18,058
Unearned premiums 15,553 10,463 9,811
Investment properties 6,983 7,006 6,949
Other assets 7,095 5,350 5,413
Deferred policy acquisition costs 590 723 616
Property and equipment 76,579 76,754 77,656
Intangible assets 7,658 7,968 6,123
TOTAL GENERAL FUND ASSETS 509,952 532,689 534,894
SEGREGATED FUND ASSETS 1,083,304 1,162,743 1,169,276
TOTAL ASSETS 1,593,256 1,695,432 1,704,170
LIABILITIES
Insurance contract liabilities:
Life and annuity policy reserves 142,056 137,909 140,284
Provision for unpaid and unreported claims 27,357 27,218 26,022
Unearned premiums 26,414 19,436 18,160
TOTAL INSURANCE CONTRACT LIABILITIES 195,827 184,563 184,466
Investment contract liabilities
Deposit administration pension plans liability 188,149 182,422 169,674
Other deposit liabilities 10,096 9,637 10,616
TOTAL INVESTMENT CONTRACT LIABILITIES 198,245 192,059 180,290
Post-employment benefit obligation 6 4,148 3,625 6,076
Insurance balances payable 9,085 12,626 9,468
Payable for investments purchased - 20,821 -
Tax payable 157 249 121
Note payable - - 16,750
Loan payable 10,843 13,843 19,843
Dividends payable - 2,103 2,103
Accounts payable and accrued liabilities 10,441 17,197 15,885
TOTAL GENERAL FUND LIABILITIES 428,746 447,086 435,002
SEGREGATED FUND LIABILITIES 1,083,304 1,162,743 1,169,276
TOTAL LIABILITIES 1,512,050 1,609,829 1,604,278
EQUITY
Attributable to shareholders of the Company 79,001 83,514 97,422
Attributable to non-controlling interest 2,205 2,089 2,470
TOTAL EQUITY 81,206 85,603 99,892
TOTAL LIABILITIES AND EQUITY 1,593,256 1,695,432 1,704,170

See accompanying notes to the condensed consolidated financial statements.
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CONDENSED CONSOLIDATED

(In $ thousands, except per share data)

STATEMENT OF OPERATIONS

(Unaudited)

(Unaudited)

For the six
months ended
September 30

For the six
months ended
September 30

Note 2011 2010
REVENUE
Gross premiums written 91,630 84,613
Reinsurance ceded (25,745) (25,216)
Net premiums written 65,885 59,397
Net change in unearned premiums (1,888) (1,008)
Net premiums earned 63,997 58,389
Investment income 3 4,201 7,364
Change in fair value of investments 3 1,291 3,954
Share of (loss)/earnings of investment in associates (10,692) 1,843
Commissions, management fees and other 14,852 14,652
73,649 86,202
EXPENSES
Policy benefits 8,826 5,697
Claims and adjustment expenses 44,136 40,945
Total policy benefits, claims and adjustment expenses 52,962 46,642
Policy benefits and claims recovered from reinsurers (5,298) (1,795)
NET POLICY BENEFITS, CLAIMS AND ADJUSTMENT EXPENSES 47,664 44,847
Gross change in contract liabilities 4,321 7,416
Change in contract liabilities recoverable from reinsurers 141 (3,256)
NET CHANGE IN CONTRACT LIABILITIES 4,462 4,160
Commission expenses 2,239 1,156
Operating expenses 20,039 22,516
Amortisation and depreciation 2,746 2,923
Interest on loan 299 443
77,449 76,045
(LOSS)/EARNINGS BEFORE INCOME TAXES (3,800) 10,157
Income taxes 55 60
NET (LOSS)/EARNINGS FOR THE PERIOD (3,855) 10,097
Attributable to:
Shareholders of the Company (3,971) 9,874
Non-controlling interests 116 223
(3,855) 10,097
(Loss)/earnings per share:
basic 7 (0.19) 047
fully diluted 7 (0.19) 0.46

See accompanying notes to the condensed consolidated financial statements.

4 | 2011 Argus Six Month Report




CONDENSED CONSOLIDATED
COMPREHENSIVE INCOME

(In $ thousands)

STATEMENT

(Unaudited)

(Unaudited)

Note

For the six
months ended
September 30

2011

For the six
months ended
September 30
2010

NET (LOSS)/EARNINGS FOR THE PERIOD (3,855) 10,097
OTHER COMPREHENSIVE (LOSS)/INCOME
Net unrealised losses on available for sale investments
arising during the period (183) (46)
Reclassification of realised loss included in net earnings - 8
Unrealised (losses)/gains on translating financial statements of
self-sustaining foreign operations (415) 654
OTHER COMPREHENSIVE (LOSS)/INCOME FOR THE PERIOD (598) 616
COMPREHENSIVE (LOSS)/INCOME FOR THE PERIOD (4,453) 10,713
OTHER COMPREHENSIVE (LOSS)/INCOME ATTRIBUTABLE TO:
Shareholders of the Company (598) 616
Non-controlling interests - -
(598) 616
COMPREHENSIVE (LOSS)/INCOME ATTRIBUTABLE TO:
Shareholders of the Company (4,569) 10,490
Non-controlling interests 116 223
(4,453) 10,713

See accompanying notes to the condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Unaudited) (Unaudited)
(In $ thousands) For the six For the six
months ended months ended
September 30 September 30
2011 2010
SHARE CAPITAL
Authorised:
25,000,000 common shares of $1.00 each (2010 - 25,000,000) 25,000 25,000
Issued and fully paid, beginning of period 21,511,163 shares
(2010 - 21,511,163 shares) 21,511 21,511
Deduct: Shares held in Treasury, at cost 478,931 shares
(2010 — 477,724 shares) (5,085) (5,075)
Total, net of shares held in Treasury, end of period 16,426 16,436
CONTRIBUTED SURPLUS
Balance, beginning of period 52,629 52,382
Stock-based compensation expense 56 236
Balance, end of period 52,685 52,618
RETAINED EARNINGS
Balance, beginning of period 15,325 29,730
Net (loss)/earnings for the period (3,971) 9,874
Cash dividends - (2,097)
Balance, end of period 11,354 37,507
ACCUMULATED OTHER COMPREHENSIVE INCOME
Balance, beginning of period (866) (1,126)
Other comprehensive (loss)/income for the period (598) 616
Balance, end of period (1,464) (510)
TOTAL ATTRIBUTABLE TO SHAREHOLDERS OF THE COMPANY 79,001 106,051
Attributable to non-controlling interests
Balance, beginning of period 2,089 2,470
Net earnings for the period 116 223
TOTAL ATTRIBUTABLE TO NON-CONTROLLING INTERESTS 2,205 2,693
TOTAL EQUITY 81,206 108,744

See accompanying notes to the condensed consolidated financial statements
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(In $ thousands)

(Unaudited)

(Unaudited)

For the six
months ended
September 30

For the six
months ended
September 30

2011 2010
OPERATING ACTIVITIES
(Loss)/earnings before income taxes (3,800) 10,157
Adjustments to reconcile net (loss)/earnings to cash basis (Footnote (i) below) 6,435 (12,162)
Change in operating balances (Footnote (ii) below) 634 11,973
Interest income received 4,536 6,624
Dividend income received 2,030 1,766
Income tax paid (147) (12)
CASH GENERATED FROM OPERATIONS 9,688 18,346
INVESTING ACTIVITIES
Purchase of investments (959,324) (172,381)
Sale of investments 950,029 161,770
Purchase of subsidiary, net of cash acquired - (2,757)
Purchase of property and equipment (2,013) (1,506)
Purchase of intangible assets (248) (218)
CASH USED IN INVESTMENT ACTIVITIES (11,556) (15,092)
FINANCING ACTIVITIES
Dividends paid (2,103) (4,200)
Repayment of loan (3,000) (3,000)
Interest on loan paid (303) (431)
CASH USED IN FINANCING ACTIVITIES (5,406) (7,631)
Foreign currency translation adjustment (415) 654
NET DECREASE IN CASH AND SHORT-TERM INVESTMENTS (7,689) (3,723)
CASH AND SHORT-TERM INVESTMENTS, beginning of period 26,245 22,313
CASH AND SHORT-TERM INVESTMENTS, end ofperiod 18,556 18,590
Footnotes
(i) Interest income (4,112) (6,700)
Dividend income (1,942) (1,537)
Net realised gains on sale of investments (1,055) (1,942)
Amortisation of net premium/discount of bonds 565 256
Change in fair value of investments (1,291) (3,954)
Impairment losses on bonds 454 -
Share of loss/(earnings) of investment in associates 10,692 (1,843)
Change in fair value of investment property 23 (44)
Depreciation of property and equipment 2,188 2,439
Amortisation of intangible assets 558 484
Interest on loan 299 443
Compensation expense on vesting of stock options 56 236
6,435 (12,162)
(i) Insurance balances receivable (318) (161)
Reinsurers’ share of:
Claims provisions (26) (3,336)
Unearned premiums (5,090) (4,149)
Other assets (1,745) (258)
Deferred policy acquisition costs 133 (202)
Insurance contract liabilities 11,264 13,389
Investment contract liabilities 6,186 9,126
Post-employment benefit obligation 523 3,105
Insurance balances payable (3,541) 167
Accounts payable and accrued liabilities (6,752) (5,708)
634 11,973

See accompanying notes to the condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

30 September 2011
(Unaudited, in $ thousands except for per share amounts and where otherwise stated)

@ OPERATIONS

The Company, through its subsidiaries (collectively the “Group”), operates predominantly in Bermuda,
Gibraltar and Malta underwriting life, health, property and casualty insurance. The Group also provides
investment, savings and retirement products, and offers a range of administrative services including com-
pany management and accounting services.

The Company’s subsidiaries are as follows:

Argus Insurance Company Limited Fogg Insurance Agencies Limited, Malta
Centurion Insurance Services Limited AFL Investments Limited

Argus Insurance Company (Europe) Limited, Gibraltar Argus Investment Nominees Limited

Westmed Insurance Services Limited, Gibraltar Argus International Management Limited
Bermuda Life Insurance Company Limited Argus Management Services Limited

Argus International Life Bermuda Limited Data Communications Limited

Argus International Life Insurance Limited St. Martin’s Reinsurance Company, Ltd.
Bermuda Life Worldwide Limited Argus Property Limited, Trott Property Limited
Somers Isles Insurance Company Limited and Argus Property (Gibraltar) Limited

@ SIGNIFICANT ACCOUNTING POLICIES

(A) BASIS OF PRESENTATION

These unaudited condensed consolidated interim financial statements have been prepared in accordance with
IAS 34, Interim Financial Reporting. These are the Group’s first IFRS condensed consolidated interim financial
statements for the first six months of the period covered by the first IFRS annual financial statements. IFRS 1
First-time Adoption of International Financial Reporting Standards (“IFRS”) has been applied. The condensed
consolidated interim financial statements do not include all of the information required for full annual
financial statements.

An explanation of how the transition to IFRS has affected the reported financial position, financial perfor-
mance and cash flows of the Group is provided in Note 8. This note includes reconciliations of equity and total
comprehensive income for comparative periods and of equity at April 1, 2010 (“date of transition”) reported
under Canadian generally accepted accounting principles (the “previous GAAP”).

All amounts, excluding share data or where otherwise stated, are in thousands of Bermuda dollars which is

the Group’s presentation currency and which are on par with U.S. dollars.
The Condensed Consolidated Balance Sheet is presented in order of decreasing liquidity.

The significant accounting policies used in the preparation of the condensed consolidated interim financial

statements are discussed below and are applied consistently.

(B) BASIS OF CONSOLIDATION

(i) Subsidiaries
The Group’s condensed consolidated interim financial statements include the financial statements of the
Company and all the subsidiaries controlled by the Company after all significant inter-company accounts
and transactions have been eliminated. Control is defined as the power to govern the financial and op-
erating policies of an entity, so as to obtain benefits from its activities. This is assessed from both a legal
and economic perspective. Entities are fully consolidated from the date that control is obtained by the

Company or one of its subsidiaries, and deconsolidated on the date control ceases.

Losses applicable to the non-controlling interests in a subsidiary are allocated to the non-controlling
interests even if doing so causes the non-controlling interests to have a deficit balance.

(ii) Business combinations
The acquisition method is used to account for the acquisition of a subsidiary. Transaction costs, other
than those associated with the issue of debt or equity securities, that the Group incurs in connection with
a business combination are expensed as incurred.
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(C) ESTIMATES AND JUDGMENTS

The preparation of the condensed consolidated interim financial statements requires management to make
estimates and judgments that affect the application of accounting policies and the reported amounts of as-
sets, liabilities, revenues and expenses. Actual results will differ from those estimates. Judgment is used when
determining functional currencies, classification of investment properties and leases. Judgment is also used
in determining whether the substance of the Group’s relationship with a subsidiary or associate constitutes
control. Details on the estimates and judgments are further described in the relevant accounting policies in
these notes.

(D) FOREIGN CURRENCY TRANSLATION

Translation of transactions in foreign currencies

The individual financial statements of the Company and its subsidiaries are prepared in the currency in which
they conduct their ordinary course of business, which is referred to as the functional currency. Monetary
assets and liabilities denominated in currencies other than the functional currency of the Company or its
subsidiaries are translated into the functional currency using rates of exchange at the balance sheet date. In-
come and expenditures are translated at rates of exchange in effect on the transaction dates. Foreign exchange
gains and losses are reflected in the Condensed Consolidated Statement of Operations in Operating expenses.

Translation to the presentation currency

The financial statements of the selfsustaining foreign operations are translated from their respective func-
tional currencies to Bermuda dollars, the Group’s presentation currency. Assets and liabilities are translated
at the rates of exchange at the balance sheet date, and income and expenses are translated using the average
rates of exchange. The accumulated gains or losses arising from translation of functional currencies to the
presentation currency are included in the Condensed Consolidated Statement of Comprehensive Income.

(E) CASH AND SHORT-TERM INVESTMENTS

Cash and short-term investments include cash balances and time deposits with maturities of three months or
less at the date of purchase. Interest on these balances is recorded on the accruals basis and included in Invest-
ment income. The carrying value of cash and short-term investments approximates their fair value.

(F) INVESTMENTS
The following table summarises the Investments included in the Condensed Consolidated Balance Sheet and
the asset classification applicable to these investments.

FINANCIAL ASSETS ASSET CLASSIFICATION

Bonds Fair value through profit or loss (“FVIPL”) and
held to maturity

Equities FVTPL, available for sale and held to maturity
Mortgages and loans Loans and receivables
Receivable from reverse repurchase transactions Loans and receivables
Derivative financial assets FVTPL
(i) Bonds

Bonds designated as FVTPL are recognised at fair value with unrealised gains and losses recorded as
Change in fair value of investments, and realised gains and losses recorded as Investment income in the
Condensed Consolidated Statement of Operations. Held to maturity bonds are recognised at amortised
cost and are adjusted for amortisation of premiums and accretion of discounts based on the effective in-
terest rate method. Such adjustments are included in Investment income in the Condensed Consolidated
Statement of Operations.

Fair values for bonds in active markets are determined using quoted market prices provided by third
party independent pricing sources. Fair values for bonds when there is no active market are carried
at amortised cost, net of any provision for losses. Purchases and sales of bonds are recognised on their
trade dates; the date that the Group commits to purchase or sell the bond. Transaction costs for bonds
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designated as FVIPL are recorded in Change in fair value of investments in the Condensed Consolidated
Statement of Operations, while transaction costs for bonds classified as held to maturity are capitalised
on initial recognition and are recognised in the Condensed Consolidated Statement of Operations using
the effective interest method.
(ii) Equities

Equities designated as FVTPL are carried at fair value with unrealised gains and losses recorded as Change
in fair value of investments and realised gains and losses recorded as Investment income in the Con-
densed Consolidated Statement of Operations. Transaction costs are recorded in the Change in fair value
of investments. Equities designated as available for sale are subsequently carried at fair value except un-
quoted equities which are carried at cost. Unrealised gains and losses are recorded in the Condensed Con-
solidated Statement of Comprehensive Income. Realised gains and losses for available for sale equities are
reclassified from Accumulated other comprehensive income and recorded in Investment income when
the available for sale equity is sold. Dividends earned on equities are recorded in Investment income in
the Condensed Consolidated Statement of Operations. Transaction costs are capitalised at trade date.

Fair values for equities are generally determined by the last bid price for the security from the exchange
where it is principally traded. Fair values for equities for which there is no active market are carried at
cost, net of any provision for losses. Fair values for investments in hedge funds and private equity funds
are derived using net asset values from the investment manager or general partner of the respective en-
tity. Purchases and sales of equities are recognised on their trade dates; the date that the Group commits
to purchase or sell the equity.

(iii) Mortgages and Loans
Investments in Mortgages and loans not actively traded on a public market are classified as loans and re-
ceivables. These are recognised initially at fair value plus any directly attributable transaction costs and
are subsequently carried at amortised cost, net of any provisions for losses. Transaction costs on mort-
gages and corporate loans are capitalised on initial recognition and are recognised in the Condensed
Consolidated Statement of Operations using the effective interest method. All mortgages are secured by
the underlying property.

Fair values for mortgages and loans are determined by discounting expected future cash flows using

current market rates.

(iv) Receivables from reverse repurchase transactions
Receivables from reverse repurchase transactions are included in Investments in the Condensed
Consolidated Balance Sheet. These receivables are carried at their initial acquisition cost with the differ-
ence between the acquisition cost and the selling price being recognised as Investment income in the
Condensed Consolidated Statement of Operations. Reverse repurchase transactions are short-term hold-
ings and are secured with collateral.

(v) Derivative financial assets
Investments in derivative instruments are classified as FVIPL. Derivatives are initially recognised at
estimated fair value on the date a contract is entered into (the “trade date”). The attributable trans-
action costs are recognised in the Condensed Consolidated Statement of Operations as incurred.
These investments in derivative instruments are subsequently carried at estimated fair value. De-
rivative financial instruments include money market future contracts, interest rate swaps and for-
ward currency contracts. They derive their value from the underlying instrument and are subject
to the same risks as that underlying instrument, including liquidity, credit and market risk. Esti-
mated fair values are based on exchange or broker-dealer quotations, where available, or discount-
ed cash flow models, which incorporate the pricing of the underlying instrument, yield curves
and other factors. Changes in the estimated fair value of instruments that do not qualify for hedge
accounting are recognised in current period income. The Group does not hold any derivatives
classified as hedging instruments. Derivative financial assets and liabilities are reported as net Invest-

ments in the Condensed Consolidated Balance Sheet.

(vi) Investment income
Interest income earned and dividends received are recorded as they accrue using the effective interest
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method in Investment income in the Condensed Consolidated Statement of Operations.

Dividend income is recognised on the date the Group’s right to receive payment is established, which in
the case of quoted securities is normally the ex-dividend date.

(vii) Trades Pending Settlement
Investment transactions are recorded on the trade date with balances pending settlement reflected on
the Condensed Consolidated Balance Sheet as Receivable for investments sold and Payable for invest-
ments purchased.

(viii) Derecognition of financial assets
Financial assets are derecognised, when the contractual rights to its cash flows expire, or the Group
transfers the economic rights to the asset and substantially all risks and rewards. In instances where
substantially all risks and rewards have not been transferred or retained, the assets are derecognised if
the asset is not controlled through rights to sell or pledge the asset.

(G) IMPAIRMENT

The carrying amounts of the Group’s financial assets except those classified under FVTPL are reviewed semi-
annually for impairment and reversal of previously recognised impairment losses. Financial assets are consid-
ered impaired if there is objective evidence of impairment as a result of one or more loss events that have an
impact that can be reliably estimated, on the estimated future cash flows of the asset.

Objective evidence of impairment for bonds generally includes significant financial difficulty of the issuer,
including actual or anticipated bankruptcy or defaults and delinquency in payments of interest or principal.
All investments in equity instruments in an unrealised loss position are reviewed to determine if objective
evidence of impairment exists. Objective evidence of impairment for an investment in equity instruments
includes, but is not limited to, (a) the financial condition and near-term prospects of the issuer, including in-
formation about significant changes with adverse effects that have taken place in the technological, market,
economic or legal environment in which the issuer operates that may indicate that the carrying amount will
not be recovered, and (b) a significant or prolonged decline in the fair value of an equity instrument or other
invested asset below its cost. Objective evidence of impairment for mortgages and loans generally includes
instances where there is no longer reasonable assurance over the timely collection of the full amount of prin-
cipal and interest.

(i) Held to maturity and Loans and receivables

The Group considers evidence of impairment for held to maturity investment securities and loans and
receivables at both a specific asset and collective level. All individually significant held to maturity invest-
ment securities and loans and receivables are assessed for specific impairment. Those found not to be
specifically impaired are then collectively assessed for any impairment that has been incurred but not
yet identified. Held to maturity investment securities and loans and receivables that are not individually
significant are collectively assessed for impairment by grouping together investments with similar risk
characteristics.

In assessing collective impairment the Group uses historical trends of the probability of default, the tim-
ing of recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether
current economic and credit conditions are such that the actual losses are likely to be greater or less
than suggested by historical trends. If there is objective evidence that an impairment loss on held to
maturity investment securities or loans and receivables investments carried at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the
asset is reduced directly and the amount of the loss is recognised in Investment income in the Condensed
Consolidated Statement of Operations.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impair-
ment loss shall be reversed directly in the carrying amount. The reversal shall not result in a carrying
amount of the financial asset that exceeds what the amortised cost would have been had the impairment
not been recognised at the date the impairment is reversed. The amount of the reversal is recognised in
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Investment income in the Condensed Consolidated Statement of Operations.

(ii) Awailable for Sale

Impairment losses are recognised in the Condensed Consolidated Statement of Operations when the
investment is considered to be other than temporarily impaired. Other than temporary impairment
occurs when fair value has declined significantly below cost for a prolonged period of time and there is
no objective evidence to support recovery in value. When there is objective evidence that an available for
sale asset is impaired and the decline in value is considered other than temporary, the loss accumulated
in Other Comprehensive Income is reclassified to the Condensed Consolidated Statement of Operations
in Investment income. The cumulative loss reclassified amount is the difference between the acquisition
cost, net of any principal repayment and amortisation, and the current fair value less any impairment
loss recognised previously in profit or loss. Once an impairment loss on a debt security classified as avail-
able for sale is recorded to income, it is reversed through income only when the recovery in fair value is
related objectively to an event occurring after the impairment was recognised. Impairment losses on an
equity security classified as available for sale are not reversed through income.

(iii) Non-financial assets

The carrying amounts of the Group’s non-financial assets are reviewed at each reporting date to deter-
mine whether there is any indication of impairment. If such indication exists, then the asset’s recover-
able amount is estimated. An impairment loss is recognised if the carrying amount of an asset or its
related cash generating unit (“CGU”) exceeds its estimated recoverable amount. The recoverable amount
of an asset or CGU is the greater of its value in use and its fair value less costs to sell. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset
or CGU. For the purpose of impairment testing, assets that cannot be tested individually are grouped
together into the smallest group of assets that generates cash inflows from continuing use that are large-
ly independent of the cash inflows of other assets or CGUs. Impairment losses are recognised in Invest-
ment income in the Condensed Consolidated Statement of Operations.

(H) INVESTMENT IN ASSOCIATES

Investments in which the Group has significant influence, but not control, over the operational and financial
policies of the investee are accounted for using the equity method and are initially recognised at cost which
includes transaction costs. Thereafter, these investments are measured at equity. Significant influence is pre-
sumed to exist when the Group holds between 20 and 50 percent of the voting power of another entity. Under
the equity method, the Group records its proportionate share of income and loss from such investments in
the Condensed Consolidated Statement of Operations and its proportionate share of other comprehensive
income in the Condensed Consolidated Statement of Comprehensive Income. Adjustments are made to as-
sociates’ accounting policies, where necessary, in order to be consistent with the Group’s accounting policies.

When the Group’s share of losses exceeds its interest in an equity-accounted investee, the carrying amount
of that interest is reduced to zero, and the recognition of further losses is discontinued except to the extent
that the Group has an obligation or has made payments on behalf of the investee.

() INVESTMENT PROPERTIES

Investment properties are real estate and real estate fractional units held to earn rental income or held for
capital appreciation. Properties held to earn rental income or for capital appreciation that have an insignifi-
cant portion that is owner-occupied, are classified as investment properties. Rental income from investment
properties is recognised on a straight-line basis over the term of the lease. Properties that do not meet these
criteria are classified as Property and equipment. Expenditures related to ongoing maintenance of investment
properties incurred subsequent to acquisition are expensed. Investment properties are initially recognised at
transaction price including transaction costs in the Condensed Consolidated Balance Sheet. These properties
are subsequently measured at fair value with changes in values recorded in Change in fair value of invest-

ments in the Condensed Consolidated Statement of Operations.

Fair value of the real estate is supported by market evidence as assessed by qualified appraisers. The real estate
is appraised annually and reviewed for material changes semi-annually. Fair value of the real estate fractional
units is determined with reference to prices of recent sales of similar units.
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(J) INSURANCE CONTRACTS AND INVESTMENT CONTRACTS

Insurance contracts

Insurance contracts are those contracts when the Group has accepted significant insurance risk from the
policyholders by agreeing to compensate the policyholders if a specified uncertain future event (the insurable
interest) adversely affects the policyholders.

(i) Premiums and acquisition costs
Premiums written under the property, casualty and health insurance contracts are recognised as revenue
over the terms of the policies. The reserve for Unearned premiums represents that portion of premiums
written that relates to the unexpired terms of the policies. The reserve for Unearned premiums is in-
cluded in Insurance contract liabilities in the Condensed Consolidated Balance Sheet. Life and annuity

premiums are recognised as income when due.

Costs relating to the acquisition of property, casualty and health premiums are charged to income over
the period of the policy. Acquisition costs are comprised of commissions and those associated with un-
earned premiums are deferred and amortised to income over the periods in which the premiums are
earned. Policy acquisition costs related to unearned premiums are only deferred to the extent that they
can be expected to be recovered from the unearned premiums. If the unearned premiums are insufficient
to pay expected claims and expenses, a premium deficiency is recognised by writing down the deferred
policy acquisition cost asset.

(ii) Receivables and payables related to insurance contracts
Receivables and payables related to insurance contracts are recognised when due and measured on initial
recognition at the fair value of the consideration receivable or payable. Subsequent to initial recogni-
tion, Insurance balances receivable and Insurance balances payable are measured at amortised cost. The
carrying value is reviewed for impairment whenever events or circumstances indicate that the carry-
ing amount may not be recoverable, with the impairment loss recorded in the Condensed Consolidated
Statement of Operations.

Insurance balances receivable are derecognised when the derecognition criteria for financial assets, as
described in Note 2F have been met. Insurance balances payable are derecognised when the obligation of
the contract is discharged, cancelled or expired.

(iii) Reinsurance

Reinsurance premiums ceded comprise the cost of reinsurance contracts into which the Group has
entered. Reinsurance premiums are recorded from the date the reinsurer has contracted to accept the
risks and the amount of premium can be measured reliably. The provision for Reinsurers’ share of un-
earned premium represents that part of reinsurance premiums ceded which are estimated to be earned
in future financial periods. Unearned reinsurance commissions are recognised as a liability using the
same principles. The Reinsurers’ share of claims provisions are estimated using the same methodology
as the underlying losses. Amounts due to or from reinsurers with respect to premiums received or paid
claims are included in Insurance balances payable or Insurance balances receivable in the Condensed
Consolidated Balance Sheet.

The Group constantly monitors the credit worthiness of the reinsurance companies to which it cedes and
assesses any reinsurance assets for impairment, with any impairment loss recognised as an expense in
the period in which it is determined.

(iv) Life and annuity policy reserves
Insurance contract liabilities shown in the Condensed Consolidated Balance Sheet include life and an-
nuity policy reserves which are determined by the Group’s actuaries and represent the amounts which,
together with future premiums and investment income, are required to discharge the obligations under
life and annuity contracts and to pay expenses related to the administration of those contracts.

The policy liability reserves are determined using (a) generally accepted actuarial practices according to
standards established by the Canadian Institute of Actuaries (CIA), and (b) accounting recommendations
issued by the Canadian Institute of Chartered Accountants (CICA).
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The CIA and CICA require the use of the Canadian Asset Liability Method (CALM) for the valuation of
actuarial liabilities for all lines of business. The policy actuarial liability reserves under CALM are
calculated by projecting asset and liability cash flows under a variety of interest rate scenarios using
best-estimate assumptions, together with margins for adverse deviations with respect to other contingen-
cies pertinent to the valuation. The policy liability reserves make provision for the expected experience
scenario and for adverse deviations in experience.

(v) Provision for unpaid and unreported claims

Insurance contract liabilities shown in the Condensed Consolidated Balance Sheet include the Provision
for unpaid and unreported claims which represents the best estimate of the ultimate costs of claims in
the course of settlement and claims incurred but not yet reported. The provision is continually reviewed
and updated by Management and the Group’s actuaries and is determined using generally accepted
actuarial practices established by the CIA. Any adjustments resulting from the review process, as well
as differences between estimates and ultimate payments, are reflected in the Condensed Consolidated
Statement of Operations in the year in which they are determined.

Investment contracts

Contracts issued that do not transfer significant insurance risk, but do transfer financial risk from the poli-
cyholder, are financial liabilities and are accounted for as investment contracts. Service components of in-
vestment contracts are treated as service contracts. Fees earned from the service components of investment
contracts are included in the Condensed Consolidated Statement of Operations under Commissions, manage-
ment fees and other.

Liabilities for investment contracts without discretionary participation features are measured at FVTPL or
amortised cost. Contacts recorded at FVTPL are measured at fair value at inception and each subsequent
reporting period. Fair value is determined through the use of prospective discounted cash flow techniques.
Changes in fair value of Investment contract liabilities measured at FVTPL are recorded in Gross change in

contract liabilities in the Condensed Consolidated Statement of Operations.

Contracts recorded at amortised cost are initially recognised at fair value, less transaction costs directly
attributable to the issue of the contract. At each subsequent period, the contracts are measured at amortised
cost using the effective interest method. Amortisation of interest is recorded in Investment income in the

Condensed Consolidated Statement of Operations.
These liabilities are derecognised when the obligation of the contract is discharged, cancelled or expired.

The following are the investment contract liabilities of the Group:

(i) Deposit administration pension plans are plans where the Group’s liability is linked to contributions
received, plus a predetermined and guaranteed return. The liabilities related to these plans are carried at
amortised cost.

(ii) Certain policies are subject to agreements providing for the retroactive adjustment of premiums based
upon the claims experience of the policyholder. Under these agreements any surplus arising is set off
against future deficits or returned to the policyholder. Any deficit that may arise is set off against future
surpluses or may be recovered in full, or in part, by lump sum payments from policyholders. As these
agreements do not transfer insurance risk, funds received under these agreements are accounted as in-
vestment contracts. Assets and liabilities arising from these type of policies are carried at amortised cost.

(iii) Certain annuity contracts that do not transfer significant insurance risk but transfer financial risk are
measured at FVTPL.

(K) OTHER ASSETS

Other assets include fees receivable arising from service contracts, notes receivable, advance deposits, other
receivables and prepaid expenses. Carrying amounts approximate fair value due to the short-term nature of
these assets.

(L) PROPERTY AND EQUIPMENT

Owner-occupied properties and all other assets classified as property and equipment are stated at cost less
accumulated depreciation and impairment. Subsequent costs are included in the assets’ carrying amount
only when it is probable that the future economic benefits associated with the item will flow to the Group and
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the cost of the item can be measured reliably. The costs of the day-to-day servicing of Property and equipment
are recognised in Operating expenses in the Condensed Consolidated Statement of Operations as incurred.

Depreciation is calculated so as to write the assets off over their estimated useful lives at the following rates

per annum:
Buildings 2.5%
Computer equipment 20% - 33%
Furniture, equipment and leasehold improvements 10% - 15%

The assets’ residual values, useful lives and method of depreciation are reviewed regularly, at a minimum at
the end of each fiscal year, and adjusted if appropriate. Where the carrying amount of an asset is greater than
its estimated recoverable amount, it is considered to be impaired and it is written down immediately to its
recoverable amount. In the event of an improvement in the estimated recoverable amount, the related impair-
ment may be reversed. Gains and losses on disposal of property and equipment are determined by reference to

their carrying amount, and are recognised in the Condensed Consolidated Statement of Operations.

(M) INTANGIBLE ASSETS

Intangible assets represent the estimated fair value of the policies and customer lists acquired. These are finite
life intangible assets and are measured at cost less accumulated amortisation and accumulated impairment
losses. Intangible assets are amortised on a straight-line basis over their estimated useful lives which range
between 10 to 16 years.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is recognised in the Condensed Consolidated Statement
of Operations as incurred. Management reviews annually the remaining portion of intangible assets based
upon estimates of future earnings and recognises any permanent impairment as a charge to the Condensed
Consolidated Statement of Operations in the period in which it is identified.

(N) SEGREGATED FUNDS

Segregated Funds are lines of business in which the Group issues a contract where the benefit amount is
directly linked to the fair value of the investments held in the particular segregated fund. Although the un-
derlying assets are registered in the name of the Group and the segregated fund contract holder has no direct
access to the specific assets, the contractual arrangements are such that the segregated fund policyholder

bears the risk and rewards of the segregated fund’s investment performance.

Segregated Funds are carried at fair value except for policy loans which are carried at their unpaid balance.
Fair values are determined using quoted market values or, where quoted market values are not available,
estimated fair values as determined by the Group. Segregated fund assets may not be applied against liabilities
that arise from any other business of the Group. The investment results of the segregated funds are reflected
directly in segregated fund liabilities. Deposits to segregated funds are reported as increases in segregated
funds liabilities and are not reported as income in the Condensed Consolidated Statement of Operations. The
Group derives fee income which is recorded as Commissions, management fees and other in the Condensed

Consolidated Statement of Operations.

(O) EMPLOYEE BENEFITS

(i) Post-employment benefits
The Group provides medical benefits to eligible retired employees and their spouses. The Group ac-
crues the cost of these defined benefits over the periods in which the employees earn the benefits. The
post-employment benefit obligation is determined by actuarial valuation using the projected unit
credit method and actuarial assumptions that represent estimates of future variables that will affect the
ultimate cost of these obligations. The discount rate used in the valuation is based on the yield on high

quality corporate bonds at the end of the reporting period.

Actuarial gains and losses are immediately recognised in the Condensed Consolidated Statement of
Operations.

(ii) Pensions
The Group operates a defined contribution plan. On payment of contributions to the plan there is no fur-
ther legal or constructive obligation to the Group. Contributions are recognised as employee benefits in
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the Condensed Consolidated Statement of Operations under Operating expenses in the period to which
they relate.

(iii

=

Share-based compensation
The Group has two stock-based compensation plans for eligible employees, namely the Stock Option Plan
and the Restricted Stock Plan.

The Stock Option Plan is accounted for under the fair value method. The fair value of stock-based awards
is determined using the Black-Scholes option pricing model and is amortised over the applicable vesting
period as compensation expense in the Condensed Consolidated Statement of Operations under Operat-
ing expenses and in the Condensed Consolidated Statement of Changes in Equity under Contributed
surplus.

The Restricted Stock Plan is accounted for under the fair value method. The fair value of each share
granted under the Restricted Stock Plan is based upon the market price at the date of grant. The
estimated fair value is recognised as an expense pro-rata over the vesting period, adjusted for the impact
of any non-market vesting conditions.

At each reporting date, the Group reviews its estimate of the number of shares that are expected to
become exercisable. It recognises the impact of the revision of original estimates, if any, in the Con-
densed Consolidated Statement of Operations, and a corresponding adjustment is made to Contributed
Surplus over the remaining vesting period. On exercise, the differences between the expense charged to
the Condensed Consolidated Statement of Operations and the actual cost to the Company is transferred
to Contributed Surplus.

(P) TAXATION
Current and deferred tax is recognised in the Condensed Consolidated Statement of Operations, except when
it relates to items recognised in Other comprehensive income, in which case the current and deferred tax is

also dealt with in Other comprehensive income.

Current tax is based on the taxable result for the period. The taxable result for the period differs from the re-
sult as reported in the Condensed Consolidated Statement of Operations because it excludes items which are
non-assessable or disallowed and it further excludes items that are taxable or deductible in other periods. It is

calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax liabilities are generally recognised for all temporary differences. Deferred tax assets are recog-
nised to the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised. The carrying amount of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the asset to be utilised. Deferred tax is calculated at the tax rates that are expected to apply
to the period when the asset is realised or the liability is settled, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Current tax assets and liabilities are offset when the Group has a legally enforceable right to set off the
recognised amounts and intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously. Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to
settle its current tax assets and liabilities on a net basis.

(Q) LOAN PAYABLE
Loan payable is recognised initially at fair value, net of transaction costs incurred. Thereafter it is held at
amortised cost, with the amortisation calculated using the effective interest rate method.

(R) DIVIDENDS PAYABLE

Dividends payable to shareholders of shares are recognised in the period in which they are declared.

(S) ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

The carrying amounts of Accounts payable and accrued liabilities approximate fair value because of the short
maturity of these instruments.

(T) LEASES

The Group is a lessor and a lessee of assets, primarily in connection with office space leases. Transactions
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where substantially all risks and rewards incident to ownership are transferred from the lessor to the lessee
are accounted for as finance leases. All other leases are accounted for as operating leases. The Group’s leases
are all accounted for as operating leases.

The Group’s assets held for leasing out are included in Property and equipment. Rental income from operat-
ing leases is recorded as revenue on a straight-line basis over the term of the lease in the Condensed Consoli-

dated Statement of Operations.

For leases where the Group is the lessee, payments are charged to Operating expenses in the Condensed
Consolidated Statement of Operations on a straight-line basis over the period of the lease.

(U) EARNINGS PER SHARE
Basic Earnings per share as presented in the Condensed Consolidated Statement of Operations is calculated by
dividing net earnings/(loss) by the weighted average number of shares in issue during the period.

For the purpose of calculating fully diluted Earnings per share, the weighted average number of shares in
issue has been adjusted to reflect the additional shares that would have resulted had all stock options out-
standing been exercised and in issue throughout the period. When there is a loss, no potential common
shares are included in the computation of fully diluted earnings per share.

(V) SEGMENT REPORTING

An operating segment is a component of the Group that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any of
the Group’s other components. These operating segments reflect the management structure and internal
financial reporting. All operating segments’ operating results are reviewed regularly by management to make
decisions about resources to be allocated to the segment and to assess its performance, and for which discrete
financial information is available.

Segment results include items directly attributable to a segment as well as those that can be allocated on a
reasonable basis.

(W) NEW ACCOUNTING PRONOUNCEMENTS
While a number of new or amended IFRS and International Financial Reporting Interpretations Committee
standards have been issued, there are no standards that have had a material impact on the Group.

IFRS 4, Insurance Contracts, issued in March 2004, specifies the financial reporting for insurance contracts by
an insurer. The current standard is Phase I in the International Accounting Standard Board’s (“IASB”) insur-
ance contract project and does not specify the recognition or measurement of insurance contracts. This will
be addressed in Phase II of the IASB’s project. A standard is scheduled to be released by the end of 2012, with
potential implementation in 2015. It will include a number of significant changes regarding the measure-
ment and disclosure of insurance contracts. The Group will continue to monitor the progress of the project
in order to assess the potential impact the new standard will have on its results and the presentation and
disclosure thereof.

IFRS 9, Financial Instruments: Classification and Measurement, which has been issued but is not yet effec-
tive, has not been early adopted by the Group. The Group continues to apply IAS 39, Financial Instruments:
Recognition and Measurement. The new standard is not expected to have a material impact on the results and
disclosures reported in the condensed consolidated financial statements.

IFRS 10, Consolidated Financial Statements, issued in May 2011, redefines the principle of control and estab-
lishes control as the basis for determining which entities are consolidated in an entity’s financial statements.
IFRS 12, Disclosure of Involvement with Other Entities, was issued concurrently with IFRS 10 and sets out the
disclosure requirements for condensed consolidated financial statements. Both standards are effective from
1 January 2013 and are not expected to have a material impact on the Group’s results, although enhanced
disclosures may be required.

INVESTMENTS

The disclosures below should be read in conjunction with certain sections in Note 4 - Investments and Note 5
- Financial Instrument Risk Management in the March 31, 2011 audited financial statements prepared under
the previous GAAP. Disclosure and presentation requirements under the previous GAAP did not change when

the Group transitioned to IFRS except for the disclosures below.
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(A) Carrying values and estimated fair values of investments are as follows:

September 30, 2011 March 31, 2011 April 1, 2010
Carrying Fair Carrying Fair Carrying Fair
Value Value Value Value Value Value
Bonds
Bonds - held to maturity 6,016 5,535 6,276 5,910 6,201 5,451
Bonds - FVTPL 183,128 183,128 165,227 165,227 157,790 157,790
189,144 188,663 171,503 171,137 163,991 163,241
Equities
Equities - available for sale 4,329 4,329 4,347 4,347 55,198 55,198
Equities - FVTPL 60,675 60,675 64,769 64,769 79,691 79,691
65,004 65,004 69,116 69,116 134,889 134,889
Mortgages and loans 44,704 45,053 46,320 44,349 61,209 60,145
Receivable from reverse
repurchase transactions 8,200 8,200 17,300 17,300 - -
Derivative financial assets (423) (423) 89 89 - -
Other investments 55 55 66 66 60 61

306,684 306,552 304,394 302,057 360,149 358,336

B) INVESTMENT INCOME AND CHANGE IN FAIR VALUE OF INVESTMENTS

Six months ended  Six months ended

September 30 September 30
2011 2010
Interest income
Bonds - held to maturity 182 201
Bonds - FVTPL 2,727 4,857
Mortgages and loans 1,106 1,524
Cash and other 97 118
4,112 6,700
Dividend income
Equities - available for sale 360 221
Equities - FVTPL 1,582 1,316
1,942 1,537
Net realised gains on sale of investments
Realised gains on sale of bonds - available for sale - 163
Realised gains on sale of bonds - FVTPL 1,131 -
Realised gains on sale of equities - available for sale 36 692
Realised (losses)/gains on sale of equities ~-FVTPL 112) 1,087
1,055 1,942
Amortisation of premium on bonds (565) (256)
Rental income and other 576 965
Impairment losses on bonds (454) -
Deduct: Investment income relating to deposit administration pension plan (2,465) (3,524)
(2,908) (2,815)
INVESTMENT INCOME 4,201 7,364
Change in fair value of FVTPL investments
Bonds 3,433 6,419
Equities (2,142) (2,465)
CHANGE IN FAIR VALUE OF FVTPL INVESTMENTS 1,291 3,954
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@ INVESTMENT IN ASSOCIATES

The Group holds equity interests in certain companies incorporated in Bermuda and has significant influence
over the operational and financial policies of these companies. As a result, these companies are considered to

be associates of the Group.

Some of these associates have different accounting policies to the Group and, as a result, adjustments have
been made to aligned the associate’s accounting policies to those of the Group when the associate’s finan-
cial statements are used in applying the equity method. Share of earnings/(loss) of investment in associates

comprises:
For the six months ended
September 30, 2011 September 30, 2010
Investment in Northstar Group Holding’s Limited (11,000) -
Investment in other associates 308 1,843
SHARE OF (LOSS)/EARNINGS OF INVESTMENT IN ASSOCIATES (10,692) 1,843

Included in Investment in associates is a 23.7 percent holding in Northstar Group Holdings Limited (NGH).
NGH is a holding company, and its wholly owned subsidiary, Northstar Reinsurance Ireland Limited (NRIL),
transacted life reinsurance business with companies in the United States of America during the period under
review. No new treaties have been written since January 2006 and the remaining two treaties are closed to new
business. As at September 30, 2011, NGH and NRIL were actively considering several options with respect to the
remaining treaties including the novation or recapture of one or both, or retaining the treaties and running
off the business.

Subsequent to the Balance Sheet date, NGH and NRIL reached agreement with a third party to novate one
treaty and recapture the second. NGH is now commencing an orderly wind-up of their affairs. There are vari-
ous financial commitments due to NGH from other shareholders which are collateralised by various assets.
These assets include holdings in hedge funds and equities, the valuation of which is inherently uncertain and,
in the case of one major shareholder, very recent events have suggested the charged assets may realise values
that will not be sufficient to satisfy their obligations. The ultimate distribution of capital to the Company is
dependent on NGH collecting the amounts due.

Under the terms of the NGH shareholder agreement each shareholder is required to cover a shortfall arising
from any shareholder’s inability to meet their obligation. Accordingly, Management has decided that the
value of the investment in NGH should be treated as impaired to the extent of the likely inability of one share-
holder to meet its aforementioned obligation.

The Company’s proportionate share of this obligation is $11 million and this write down has been reflected in
Share of earnings/(loss) of Investment in associates on the Condensed Consolidated Statement of Operations
for the six months ended September 30, 2011.

@ SEGMENT INFORMATION
The Group has four reportable segments as follows:

(1) Insured Employee Benefits - including group health, life and long-term disability and employer’s indem-
nity coverage.

(ii) Life and Pensions - including individual life insurance, annuities and group retirement income plans.

(iii) Property and Casualty - including fire and windstorm (home and commercial property), all risks, liabil-
ity, marine and motor coverage.

(iv) All Other - representing the combined operations of the remaining components of the Group compris-
ing two management companies, three property holding companies, a financial reinsurance company
and an investment management services company.
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RESULTS BY SEGMENT:

For the six months ended 30 September Insured Life and Property All Other Total Per
Employee Pensions  and Casualty Financial
Benefits Statements
Segment revenues 2011 47,771 20,633 2,254 2,991 73,649
2010 48,556 18,688 16,019 2,939 86,202
Income tax expense 2011 - - 55 - 55
2010 - - 60 - 60

Reportable segment (loss)/profit 2011 3,512 5,084 (13,364) 797 (3,971)
attributable to shareholders, after tax 2010 5,136 7,092 (2,877) 523 9,874

Note: Intersegment income is omitted as immaterial

ASSETS AND LIABILITIES BY SEGMENT AS AT:

Insured Employee Life and Pensions Property All Other Total Per Financial
Benefits and Casualty Statements
September 30, 2011:
Total General Fund Assets 50,464 372,323 71,184 15,981 509,952
Segregated Fund Assets - 1,083,304 - - 1,083,304
Total General Fund Liabilities 19,037 341,395 57,088 11,226 428,746
Segregated Fund Liabilities - 1,083,304 - - 1,083,304
March 31, 2011:
Total General Fund Assets 45,098 383,727 81,052 22,812 532,689
Segregated Fund Assets - 1,162,743 - - 1,162,743
Total General Fund Liabilities 17,115 357,365 58,649 13,957 447,086
Segregated Fund Liabilities - 1,162,743 - - 1,162,743
April 1, 2010:
Total General Fund Assets 42,761 349,347 113,990 28,796 534,894
Segregated Fund Assets - 1,169,276 - - 1,169,276
Total General Fund Liabilities 18,876 323,924 71,989 20,213 435,002
Segregated Fund Liabilities - 1,169,276 - - 1,169,276
@ POST-EMPLOYMENT MEDICAL BENEFITS
The post-employment medical benefits liability is summarised as follows:
For the six For the For the six
months ended year ended months ended
Sept. 30, 2011 March 31, 2011 Sept. 30, 2010
Accrued benefit liability, beginning of period 3,625 6,076 5,247
Current service cost 67 526 451
Interest cost 72 317 286
Plan amendments and curtailment - (4,216) -
Net actuarial loss 430 1,007 165
Benefits paid (46) (85) (73)
ACCRUED BENEFIT LIABILITY, END OF PERIOD 4,148 3,625 6,076
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Components of the change in benefit liabilities period over period and other employee future benefit
expense are as follows:

(i) Current service cost represents benefits earned in the current period. These are determined with refer-
ence to the current workforce and the amount of benefits to which employees will be entitled upon
retirement, based on the provisions of the Group’s benefit plan.

(ii) Interest cost on the benefit liability represents the increase in the liability that results from the passage
of time.

(iii) Effective March 31, 2011, the Group’s post employment medical benefits were amended whereby eligi-
bility, benefits and cost sharing were modified for current active employees.

(iv) Actuarial gains or losses may arise in two ways. Each year the actuaries recalculate the benefit liability
and compare it to that estimated as at the prior year end. Any differences resulting from changes in
assumptions, or from plan experience being different from expectations of management at the previ-
ous year end, are considered actuarial gains or losses. Actuarial gains and losses arise when there are
differences between expected and actual returns on plan assets.

All post-employment medical benefits are fully funded by the General Fund Assets of the Group.

The discount rate assumption in measuring the Company’s accrued benefit liability is estimated as follows:

Sept. 30, 2011 March 31, 2011 Sept. 30, 2010

Discount rate 4.00% 5.25% 5.50%

EARNINGS PER SHARE

The following reflects the profit and share data used in the basic and diluted earnings per share computations:

For the six months ended
September 30, 2011 September 30, 2010

Net (loss)/earnings for the period (3,971) 9,874
Weighted average outstanding common shares 21,032 21,032
COMMON SHARES AND COMMON EQUIVALENTS 21,032 21,465

IFRS 1 - FIRST TIME ADOPTION

The Canadian Accounting Standards Board (“AcSB”) requires that Canadian publicly accountable entities pre-
pare their financial statements in accordance with IFRS for fiscal years beginning on or after January 1, 2011.
As these financial statements represent the initial presentation of results and financial position under IFRS,
they were prepared in accordance with IFRS 1.

IFRS 1 requires retrospective application of all IFRS standards, with certain optional exemptions and mandato-
ry exceptions which are disclosed in Note 3D of the March 31, 2011 audited financial statements. The following
note should be read in conjunction with the previously published IFRS note disclosures. The accounting poli-
cies described in Note 2 have been applied consistently to all periods presented in the condensed consolidated
financial statements with the exception of the optional exemptions elected and the mandatory exceptions
required. At April 1, 2010, an opening balance sheet was prepared under IFRS.

The 2011 annual consolidated financial statements were previously prepared in accordance with Canadian
GAAP. The following sections in this note explain the Group’s transition from Canadian GAAP to IFRS:
(A) Reconciliations of Consolidated Balance Sheet

(B) Reconciliations of Consolidated Statement of Comprehensive Income
(C) Notes to the reconciliations
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A) RECONCILIATIONS OF

Previous Effect of transition
CONSOLIDATED BALANCE SHEETS GAAP to IFRS IFRS
(In $ thousands) Note March 31, 2011
Assets
Cash and short-term investments j 17,641 8,604 26,245
Interest and dividends receivable 850 - 850
Investments a;b:j 365,688 (61,294) 304,394
Investment in associates b - 47,507 47,507
Insurance balances receivable j 18,835 164 18,999
Receivable for investments sold 12,672 - 12,672
Reinsurers’ share of:
Claims provisions c;j 5,276 8,482 13,758
Unearned premiums 10,463 - 10,463
Investment properties - 7,006 7,006
Other assets e; g 5,091 259 5,350
Deferred policy acquisition costs 723 - 723
Property and equipment a 77,735 (981) 76,754
Intangible assets 7,968 - 7,968
Total general fund assets 522,942 9,747 532,689
Segregated fund assets — on balance sheet f - 1,162,743 1,162,743
Total assets 522,942 1,172,490 1,695,432
Segregated fund assets — off balance sheet f 1,162,743 (1,162,743) -
Liabilities
Insurance contract liabilities
Life and annuity policy reserves c;d 134,098 3,811 137,909
Provision for unpaid and unreported claims 27,218 - 27,218
Unearned premiums 19,436 - 19,436
Total insurance contract liabilities 180,752 3,811 184,563
Investment contract liabilities
Deposit administration pension plans liability 182,422 - 182,422
Other deposit liabilities d 4,802 4,835 9,637
Total investment contract liabilities 187,224 4,835 192,059
Post-employment benefit obligation h 3,625 - 3,625
Insurance balances payable 12,626 - 12,626
Payable for investments purchased 20,821 - 20,821
Tax payable g - 249 249
Note payable - - -
Loan payable 13,843 - 13,843
Dividends payable 2,103 - 2,103
Accounts payable and accrued liabilities g 17,392 (195) 17,197
Total general fund liabilities 438,386 8,700 447,086
Segregated fund liabilities — on balance sheet f - 1,162,743 1,162,743
Total liabilities 438,386 1,171,443 1,609,829
Segregated fund liabilities - off balance sheet f 1,162,743 (1,162,743) -
Equity
Attributable to shareholders of the Company
Share capital 16,426 - 16,426
Contributed surplus 52,629 - 52,629
Retained earnings k 12,376 2,949 15,325
Accumulated other comprehensive income k 1,036 (1,902) (866)
Total attributable to shareholders of the Company 82,467 1,047 83,514
Attributable to non-controlling interest 2,089 - 2,089
Total equity 84,556 1,047 85,603
Total liabilities and equity 522,942 1,172,490 1,695,432
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Previous
GAAP

Effect of transition
to IFRS

IFRS

Previous
GAAP

Effect of transition
to IFRS

IFRS

September 30, 2010

April 1, 2010

11,668 6,922 18,590 13,651 8,662 22,313
855 - 855 820 - 820
404,096 (27,734) 376,362 389,628 (29,479) 360,149
- 16,295 16,295 - 14,640 14,640
11,861 646 12,507 11,522 824 12,346
6,057 15,337 21,394 3,550 14,508 18,058
13,960 - 13,960 9,811 - 9,811
- 6,993 6,993 - 6,949 6,949
5,520 151 5,671 5,318 95 5,413
818 - 818 616 - 616
77,691 (968) 76,723 78,580 (924) 77,656
8,614 - 8,614 6,123 - 6,123
541,140 17,642 558,782 519,619 15,275 534,894
- 1,168,683 1,168,683 - 1,169,276 1,169,276
541,140 1,186,325 1,727,465 519,619 1,184,551 1,704,170
1,168,683 (1,168,683) - 1,169,276 (1,169,276) -
130,721 12,025 142,746 129,010 11,274 140,284
30,538 - 30,538 26,022 - 26,022
24,571 - 24,571 18,160 - 18,160
185,830 12,025 197,855 173,192 11,274 184,466
179,340 - 179,340 169,674 - 169,674
6,118 3,958 10,076 6,558 4,058 10,616
185,458 3,958 189,416 176,232 4,058 180,290
6,260 2,921 9,181 6,076 - 6,076
9,635 - 9,635 9,468 - 9,468
- 169 169 - 121 121
16,750 - 16,750 16,750 - 16,750
16,843 - 16,843 19,843 - 19,843
- - - 2,103 - 2,103
10,357 (168) 10,189 16,006 (121) 15,885
431,133 18,905 450,038 419,670 15,332 435,002
- 1,168,683 1,168,683 - 1,169,276 1,169,276
431,133 1,187,588 1,618,721 419,670 1,184,608 1,604,278
1,168,683 (1,168,683) - 1,169,276 (1,169,276) -
16,436 - 16,436 16,436 - 16,436
52,618 - 52,618 52,382 - 52,382
30,998 6,509 37,507 26,494 3,236 29,730
7,262 (7.772) (510) 2,167 (3,293) (1,126)
107,314 (1,263) 106,051 97,479 (57) 97,422
2,693 - 2,693 2,470 - 2,470
110,007 (1,263) 108,744 99,949 (57) 99,892
541,140 1,186,325 1,727,465 519,619 1,184,551 1,704,170
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(B) RECONCILIATIONS OF CONSOLIDATED

Previous  Effect of transition

STATEMENTS OF COMPREHENSIVE INCOME GAAP to IFRS IFRS
Note Year ended March 31, 2011
Revenue
Gross premiums written d 160,742 (3,655) 157,087
Reinsurance ceded (41,175) - (41,175)
Net premiums written 119,567 (3,655) 115,912
Net change in unearned premiums (624) - (624)
Net premiums earned 118,943 (3,655) 115,288
Investment income b;d;e 3,397 (296) 3,101
Change in fair value of investments i (11,202) (1,638) (12,840)
Share of earnings of investment in associates b - 1,363 1,363
Commissions, management fees and other j 31,035 292 31,327
142,173 (3,934) 138,239
Expenses
Policy benefits c;j 14,585 (1,401) 13,184
Claims and adjustment expenses 4 82,716 3,306 86,022
Total policy benefits, claims and adjustment expenses 97,301 1,905 99,206
Policy benefits and claims ceded to reinsurers c - (5,213) (5,213)
Net policy benefits, claims and adjustment expenses 97,301 (3,308) 93,993
Gross change in contract liabilities c;d;j 3,864 (4,858) (994)
Change in contract liabilities ceded to reinsurers c - 4,376 4,376
Net change in contract liabilities 3,864 (482) 3,382
Commissions expense 3,234 - 3,234
Operating expenses d;g;h;j 36,390 (33) 36,357
Amortisation and depreciation 5,857 - 5,857
Interest on loan 812 - 812
147,458 (3,823) 143,635
Loss before income taxes (5,285) (111) (5,396)
Income taxes g - 176 176
Net loss for the period (5,285) (287) (5,572)

Other comprehensive (loss)[income
Net unrealised gains /(losses) on available for sale investments

arising during the period i 1,280 (1,588) (308)
Reclassification of realised gains included in net income b;i (3,226) 2,979 (247)
Unrealised gains on translating financial statements of

self-sustaining foreign operations 815 - 815
Other comprehensive (loss)/income for the period (1,131) 1,391 260
Comprehensive (loss)/income for the period (6,416) 1,104 (5,312)
Net earnings for the period attributable to:

Shareholders of the Company (5,704) (287) (5,991)

Non-controlling interests 419 - 419

(5,285) (287) (5,572)

Net other comprehensive (loss)[income for the period attributable to:
Shareholders of the Company (1,131) 1,391 260
Non-controlling interests - - -

(1,131) 1,391 260
Total comprehensive income for the period attributable to:
Shareholders of the Company (6,835) 1,104 (5,731)
Non-controlling interests 419 - 419
(6,416) 1,104 (5,312)
Loss per share:
basic (0.28) (0.01) (0.29)
fully diluted (0.28) (0.01) (0.29)
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Previous Effect of transition

GAAP to IFRS IFRS
Note Six months ended September 30, 2010
Revenue
Gross premiums written d 85,752 (1,139) 84,613
Reinsurance ceded (25,216) - (25,216)
Net premiums written 60,536 (1,139) 59,397
Net change in unearned premiums (1,008) - (1,008)
Net premiums earned 59,528 (1,139) 58,389
Investment income b;d;e 7,620 (256) 7,364
Change in fair value of investments i (525) 4,479 3,954
Share of earnings/(loss) of investment in associates b - 1,843 1,843
Commissions, management fees and other j 14,478 174 14,652
81,101 5,101 86,202
Expenses
Policy benefits c;j 6,986 (1,289) 5,697
Claims and adjustment expenses c 41,486 (541) 40,945
Total policy benefits, claims and adjustment expenses 48,472 (1,830) 46,642
Policy benefits and claims ceded to reinsurers c - (1,795) (1,795)
Net policy benefits, claims and adjustment expenses 48,472 (3,625) 44,847
Gross change in contract liabilities c;d;j 1,458 5,958 7,416
Change in contract liabilities ceded to reinsurers c - (3,256) (3,256)
Net change in contract liabilities 1,458 2,702 4,160
Commissions expense 1,156 - 1,156
Operating expenses d;g;h;j 19,825 2,691 22,516
Amortisation and depreciation 2,923 - 2,923
Interest on loan 443 - 443
74,277 1,768 76,045
Earnings/(loss) before income taxes 6,824 3,333 10,157
Income taxes g - 60 60
Net earnings/(loss) for the period 6,824 3,273 10,097
Other comprehensive income/(loss)
Net unrealised gains/(losses) on available for sale investments
arising during the period i 4,271 (4,317) (46)
Reclassification of realised gains included in net income i 170 (162) 8
Unrealised gains on translating financial statements of
self-sustaining foreign operations 654 - 654
Other comprehensive income/(loss) for the period 5,095 (4,479) 616
Comprehensive income(loss) for the period 11,919 (1,206) 10,713
Net earnings for the period attributable to:
Shareholders of the Company 6,601 3,273 9,874
Non-controlling interests 223 - 223
6,824 3,273 10,097

Net other comprehensive income for the period attributable to:
Shareholders of the Company 5,095 (4,479) 616
Non-controlling interests - - -

5,095 (4,479) 616

Total comprehensive income for the period attributable to:
Shareholders of the Company 11,696 (1,206) 10,490
Non-controlling interests 223 - 223
11,919 (1,206) 10,713

Earnings/(loss) per share:

basic 0.31 0.16 047
fully diluted 0.30 0.16 046

2011 Argus Six Month Report | 25



(C) NOTES TO THE RECONCILIATIONS

(a) Investment property

Under the previous GAAP certain properties held predominantly to earn rental income or capital appreciation
were included in Property and equipment and Other investments. Under IFRS, these properties are classified
as Investment properties and are separately shown in the Condensed Consolidated Balance Sheet. These are
measured using the fair value model.

The impact arising from the change is a reclassification between asset line items in the Condensed Consoli-

dated Balance Sheet as follows:

March 31 September 30 April 1
2011 2010 2010
Condensed Consolidated Balance Sheet
Investments (6,025) (6,025) (6,025)
Investment properties 7,006 6,993 6,949
Property and equipment (981) (968) (924)

NET ADJUSTMENT - - -

(b) Investment in associates

Under the previous GAAP, Investment in associates was included in Investments while the Share of earnings/
(loss) of investment in associates was included in Investment income. IFRS requires separate disclosure of the
investment in associates in the Condensed Consolidated Balance Sheet and the Share of earnings/(loss) of in-

vestment in associates in the Condensed Consolidated Statement of Operations.

IFRS also requires consistency in the accounting period and accounting policies in calculating the Group’s share
in the earnings/(loss) of investment in associates. As a result, the Group adjusted its share in the earnings/(loss) of
the investment in associates for any significant transactions occurring between the associate’s and the Group’s
reporting period end and also converted the associate’s equity from its respective GAAP to IFRS.

The impact arising from the change is summarised as follows:

March 31 September 30 April 1

2011 2010 2010
Condensed Consolidated Balance Sheet
Investment — reclassification adjustment (46,665) (14,787) (14,792)
Investment in associates — reclassification adjustment 46,665 14,787 14,792
Investment in associates — measurement adjustment 842 1,508 (152)
NET ADJUSTMENT TO TOTAL ASSETS 842 1,508 (152)
Retained earnings 920 1,339 (321)
Accumulated other comprehensive (loss)/income (78) 169 169
ADJUSTMENT TO EQUITY 842 1,508 (152)

Year ended  Six months ended

March 31 September 30
2011 2010

Condensed Consolidated Statement of Operations
Investment income (122) (183)
Share of earnings of investment in associates 1,363 1,843
NET ADJUSTMENT 1,241 1, 660
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(c) Insurance contracts
Under the previous GAAP, the reinsurance assets related to life insurance contracts were netted against the

life reserves. Under IFRS, netting of reinsurance amounts against related insurance amounts is not allowed.

The impact arising from the change is summarised as follows:

March 31 September 30 April 1
2011 2010 2010

Condensed Consolidated Balance Sheet
Reinsurers’ share of claims provisions 8,646 15,983 15,332
Life and annuity policy reserves 8,646 15,983 15,332

NET ADJUSTMENT - - -

Under the previous GAAP, the Group netted the income or expense from reinsurance contracts against the
expense or income from the related insurance contracts. This net presentation was applied to all insurance
contracts of the Group. Also, the Group recorded the net change in actuarial provision for unpaid and unre-
ported claims under Claims and adjustment expenses. Under IFRS, the income or expense from reinsurance
contracts and net change in actuarial provision for unpaid and unreported claims are required to be shown
separately in the Condensed Consolidated Statement of Operations.

The impact arising from the change is summarised as follows:

Year ended Six months ended
March 31, 2011 September 30, 2010
Gross up Gross up Gross up Gross up
reinsurance reinsurance reinsurance reinsurance
amounts - amounts and amounts — amounts and
Lifeand  others - Property Lifeand  others - Property
annuity and casualty annuity and casualty
Condensed Consolidated Statement of Operations
Gross benefits and claims paid
Policy benefits 1,703 - - -
Claims and adjustment expenses - 3,306 - (541)
Benefits and claims ceded to reinsurers (1,703) (3,510) - (1,795)
Gross change in contract liabilities (6,150) 1,978 1,400 4,192
Change in contract liabilities ceded to reinsurers 6,150 (1,774) (1,400) (1,856)

NET ADJUSTMENT - - - -

(d) Investment contracts

The Group has reviewed the classification of insurance contracts for IFRS reporting purposes. The classifica-
tion remains the same with the exception of certain annuity contracts which failed to meet the insurance
contract definition under IFRS. As a result, these annuity contracts are accounted for as investment contracts

beginning April 1, 2010.

The impact arising from the change is summarised as follows:

March 31 September 30 April 1
2011 2010 2010

Condensed Consolidated Balance Sheet
Life and annuity policy reserves (4,835) (3,958) (4,058)
Other deposit liabilities 4,835 3,958 4,058

NET ADJUSTMENT - - -
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Year ended  Six months ended

March 31 September 30
2011 2010
Condensed Consolidated Statement of Operations
Gross premiums written (3,655) (1,139)
Investment income (284) (128)
Total impact on revenue (3,939) (1,267)
Deduct:
Policy benefits (2,974) (1,289)
Gross change in contract liabilities (953) 28
Operating expenses (12) (6)
Total impact on expenses (3,939) (1,267)

NET ADJUSTMENT - -

(e) Leases

IFRS requires that incentives under an operating lease (such as rent-free periods) are recognised as a reduc-
tion in rental income over the lease term using an amortisation method applied to the net consideration.
The Group has certain lease agreements where the inception date of the lease term differs from the rent com-
mencement date, the date when the lessee occupies the rental space and when the first rental payment is due.
The rent commencement date is later than the inception date of the lease term.

Under the previous GAAP, the Group recognised the net consideration on a straight-line basis from the rent

commencement date to the expiration date of the lease. The impact arising from the change is summarised

as follows:
March 31 September 30 April 1
2011 2010 2010
Condensed Consolidated Balance Sheet
Other assets 205 150 95
RETAINED EARNINGS 205 150 95

Year ended  Six months ended

March 31 September 30
2011 2010

Condensed Consolidated Statement of Operations
Investment income 110 55

(f) Consolidation

The concept of control under IFRS required the Group to consolidate Segregated funds in the Condensed
Consolidated Interim Financial Statements. As a result, Total Assets and Total Liabilities of the Group have
increased with no impact to Equity.
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(g) Income taxes

Under the previous GAAP, the Group recorded net amounts arising from income taxes under Accounts pay-

able and accrued liabilities and Operating expenses. Under IFRS, these balances are required to be shown

separately in the Condensed Consolidated Financial Statements.

The impact arising from the change is summarised as follows:

March 31 September 30 April 1
2011 2010 2010
Condensed Consolidated Balance Sheet
Other assets (Income tax receivable and deferred tax asset) 54 1 -
Tax payable (249) (169) 121
Accounts payable and accrued liabilities 195 168 (121)
NET ADJUSTMENT - - -
Year ended  Six months ended
March 31 September 30
2011 2010
Condensed Consolidated Statement of Operations
Operating expenses (176) (60)
Income taxes 176 60

NET ADJUSTMENT

(h) Post-employment benefits

Under the previous GAAP, a portion of the Group’s post-employment medical benefit obligation was discount-

ed using the interest rate inherent in the amount for which the accrued benefit obligation could be immedi-

ately settled, for example by purchase of an insurance contract such as an annuity. The rate thus determined

was close to the current rate of return on the Group’s annuity portfolio. Under IFRS, this method is no longer

available. IFRS requires that the discount rate shall be determined by reference to market yields on high qual-

ity bonds at the end of the reporting period. This change results in earnings volatility in periods when the rate

of return on the Group’s assets differs from the market yields on those reference bonds.

The impact arising from the change is summarised as follows:

March 31
2011

September 30
2010

April 1
2010

Condensed Consolidated Balance Sheet

Post-employment benefit obligation - 2,921 -
RETAINED EARNINGS - (2,921) -
Year ended  Six months ended

March 31 September 30

2011

2010

Condensed Consolidated Statement of Operations
Operating expenses

2,921
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(i) Designation of previously recognised financial instruments

As disclosed in Note 3D of the March 31, 2011 Canadian GAAP consolidated financial statements, the Group

re-designated all bonds classified as available for sale to FVTPL at the date of transition to IFRS.

The impact arising from the change to FVTPL is summarised as follows:

March 31 September 30 April 1
2011 2010 2010
Condensed Consolidated Balance Sheet

Retained earnings 1,824 7,941 3,462
Accumulated other comprehensive income (1,824) (7,941) (3,462)
ADJUSTMENT TO EQUITY - - -
Year ended  Six months ended
March 31 September 30
2011 2010

Condensed Consolidated Statement of Operations and

Other Comprehensive Income

Change in fair value of investments (1,638) 4,479
Net unrealised gains/(losses) on available for sale investments (1,588) (4,317)
Reclassification of realised gains included in net earnings 3,226 (162)

NET ADJUSTMENT

() Reclassification

The following reclassification adjustments were made to conform with current year presentation and to cor-

rect certain reclassification errors in the prior periods. These adjustments did not arise from the transition to

IFRS. The impact of the reclassification adjustments to Equity is $nil.

March 31 September 30 April 1
2011 2010 2010
Condensed Consolidated Balance Sheet
Cash and short-term investments 8,604 6,922 8,662
Investments (8,604) (6,922) (8,662)
Insurance balances receivable 164 646 824
Reinsurers’ share of claims provisions (164) (646) (824)
NET ADJUSTMENT - - -
Year ended Six months ended
March 31 September 30
2011 2010
Condensed Consolidated Statement of Operations
Commissions, management fees and other 292 174
Total impact on Revenue 292 174
Deduct:
Policy benefits (130) -
Gross change in contract liabilities 267 338
Operating expenses 155 (164)
Total impact on Expenses 292 174

NET ADJUSTMENT
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Cash and short-term investments

The Group reclassified its investments in money market funds from Investments to Cash and short-term
investments. These investments in money market funds are readily convertible to a known amount of cash
and are subject to an insignificant risk of changes in value.

Insurance balances receivable

Prior to reclassification, the Group’s reinsurers’ share of claims provisions included reinsurance receivables
related to group life claims. These reinsurance receivables represent actual claims on the reinsurers. As a
result, the Group reclassified these balances to Insurance balances receivable.

Gross change in contract liabilities

These reclassification adjustments were made to correct the amount recorded in Gross change in contract
liabilities.

(k) Impact on equity

The following table summarises the net impact of the above changes arising from the transition to IFRS on the
Group’s equity attributable to shareholders of the Company.

March 31 September 30 April 1
Note 2011 2010 2010
Condensed Consolidated Balance Sheet
Attributable to shareholders of the Company
Retained earnings
Adjustment from Investment in associates b 920 1,339 (321)
Adjustment from Leases e 205 150 95
Adjustment from Post-employment benefits h - (2,921) -
Adjustment from designation of Bonds to FVTPL i 1,824 7,941 3,462
NET ADJUSTMENT 2,949 6,509 3,236
Accumulated other comprehensive income
Adjustment from Investment in associates b (78) 169 169
Adjustment from Designation of bonds to FVTPL i (1,824) (7,941) (3,462)
NET ADJUSTMENT (1,902) (7,772) (3,293)
NET ADJUSTMENT TO EQUITY ATTRIBUTABLE
TO SHAREHOLDERS OF THE COMPANY 1,047 (1,263) (57)

() Condensed Consolidated Statement of Cash Flows

IFRS requires disclosure of dividend income received, interest income received, interest paid on loans and
income tax paid in the Condensed Consolidated Statement of Cash Flows. As a result, the Group separately
disclosed these items in the Condensed Consolidated Statement of Cash Flows.
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