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BLACKROCK®

August 2, 2011

Mr. Russell G. Golden

Financial Accounting Standards Board
401 Merritt 7

P.O. Box 5116

Norwatk, Connecticut 06856-5116

Re: Insurance Company Separate Accounts

Dear Mr. Golden,

BlackRock, Inc. is submitting this letter in regards to the current accounting treatment under both
U.S. GAAP and IFRS for life insurance company separate accounts held by asset managers where
there is little or no life insurance exposure. We understand that the FASB and the IASB are
currently in deliberations on a joint project regarding the accounting for insurance contracts. We
hope that you will consider our comments in your deliberations.

BlackRock is a global investment manager, overseeing $3.66 trillion of assets under management
at June 30, 2011. BlackRock and its subsidiaries manage approximately 3,400 investment
vehicles, including registered investment companies, hedge funds, private equity funds, exchange-
traded funds and collective investment trusts, in addition to separate accounts.

Insurance Company Separate Accounts

BlackRock has two wholly-owned registered life insurance entities (the “Insurance Companies”) in
the U.K. which were established under the Insurance Companies Act of 1982 to manage
commercial pension accounts in the United Kingdom. The Insurance Companies’ principal
activities are to provide investment management services for occupational pension schemes and
pension administration services. As with many similar U.K. life insurance entities that provide
investment management services to commercial pension plans, the Insurance Companies were
established as registered life insurance companies to allow investors the flexibility to alter their
investment portfolios while avoiding certain tax costs charged to investors not participating in
pension plans managed by life insurance companies. The Insurance Companies do not market life
insurance policies.

The Insurance Companies maintain ownership in investment funds as part of the pension fund
business. Each investment fund is divided into units of equal value. The unit-holders are entitled
to the value of the units linked to their policy contracts. The underlying assets of the investment
funds are owned by the Insurance Companies; however, by law, these assets may be used only to
pay out unit-holder liabilities and are invested based upon the direction of the unit-holders.
These assets are not available to be distributed to general creditors of the Insurance Companies.
Contractually, the Insurance Companies do not bear any investment risk in the investment funds
as they are acting as agents and are entitled solely to contractual management fees from the
investment funds in accordance with the investment fund management agreements.
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U.S. GAAP Accounting for Insurance Company Separate Accounts

Under U.S. GAAP, the Insurance Companies qualify as life insurance entities because they are
registered and regulated as life insurance entities, regardless of the fact they do not market or
sell life insurance contracts.

Accounting Standards Codification (“ASC”) 944-80-25, Financial Services - Insurance, establishes
guidance for accounting for insurance company separate accounts. A life insurance entity should
measure its separate account assets at fair value and present the separate account assets in the
balance sheet as a summary total, with an equivalent summary total for the corresponding
separate account liabilities if all of the following criteria are met:

¢ The separate account is legally recognized;

o The separate account assets supporting the contract liabilities are legally insulated
from the general account liabilities of the insurance enterprise;

* The insurer must, as a result of contractual, statutory or regulatory requirements,
invest the contract holders’ funds within separate accounts as directed by the
contract holder or in accordance with specific investment objectives or policies;
and

¢ All investment performance, net of contract fees and assessments, must, as a result
of contractual, statutory, or regulatory requirements, be passed through to the
individual contract holder.

In addition, ASC 944-80-25 and 944-80-55 prescribe that, for separate accounts meeting those
criteria, the Insurance Companies should also present the related investment performance (i.e.,
revenues) and the corresponding amounts credited to the unit-holder (i.e., expenses) net in the
Insurance Companies’ statement of income. For BlackRock’s Insurance Companies, this results in
no net impact to the income statement (i.e., the investment performance and amount credited to
contract holders are not presented in the statement of income).

Under U.S. GAAP, ASC 810-25-15 states that a consolidated subsidiary which applies specialized
industry accounting guidance will retain that specialized accounting when consolidated by its
parent, regardless of whether the parent company utilizes the same specialized accounting
practices. As a result of this guidance, BlackRock is required to reflect the separate accounts
assets and separate account liabilities on its consolidated balance sheet upon consolidation of the
Insurance Companies. As of December 31, 2010, the consolidated insurance separate account
assets and liabilities totaled $121.1 billion and represented approximately 68% and 80% of
BlackRock’s consolidated assets and liabilities, respectively.

IFRS Accounting for Insurance Company Separate Account Assets

IFRS does not have specific accounting treatment for life insurance companies. However, similar
to the accounting under U.S. GAAP, under IAS 39, Financial Instruments: Recognition and
Measurement, insurance company separate account assets are recorded on the balance sheet
since the Insurance Companies have title to the assets, and a corresponding liability is recorded
since the Insurance Companies have a liability to the unit-holders. On the Insurance Companies’
income statement, however, also under IAS 39, gains and losses on investment transactions, and
dividends and interest on investments, would be recorded as revenues and expenses, respectively,
regardless of the fact that the Insurance Companies have no interest in such gains, losses,
dividends or interest.
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Issues with Current Accounting Treatment

Specialized industry accounting for insurance company separate accounts creates several issues
for the consolidated financial statements of investment managers under U.S. GAAP.

The resulting gross-up on the balance sheet creates a distorted picture of the parent’s (i.e., the
investment manager’s) true assets and liabitities. While the Insurance Companies do have legal
ownership of the assets, they neither control those assets as unit-holders nor direct the
investments. The assets are legally unavailable for use by the Insurance Companies or by
BlackRock, or to the general creditors of either entity, in the event of a bankruptcy. As a result
of the gross-up, certain financial analysis metrics need to be adjusted in order to present a
meaningful picture of BlackRock’s true consolidated financial position. See Attachment | for
BlackRock’s adjusted balance sheet as presented in our December 31, 2010 Form 10-K.

In addition, U.S. GAAP has significant fair value disclosure requirements, including tabular
disclosures of Level 1, Level 2 and Level 3 assets (based upon the level of judgment involved in
their valuation assumptions). Since the separate account assets of the Insurance Companies are
recorded at fair value, these investments fall within those disclosure rules. However, since
neither the Insurance Companies nor the parent entity have economic risk to these separate
account assets, including them within the parent entity’s fair value disclosures with assets where
the parent entity does bear economic risk, may serve to confuse readers or obfuscate the parent
entity’s true economic exposure. See Attachment Il for BlackRock’s disclosures on insurance
company separate accounts included in its Form 10-K as of December 31, 2010.

Similar to U.S. GAAP, we believe the balance sheet gross-up currently required under IFRS and the
additional IFRS income statement gross-up for investment gains and losses and dividend and
interest income on unit-holder investments for which BlackRock has no exposure, further
obfuscates BlackRock’s true economic position.

The FASB and 1ASB (collectively, the “Boards”) are currently conducting a joint project on
insurance Entities and our understanding is that they have different approaches to the accounting
for such entities.

Current FASB deliberations related to insurance accounting indicate that the FASB is considering:

¢ Maintaining its current specialized accounting guidance; and

¢ Maintaining its current requirement that subsidiaries applying specialized
accounting guidance should maintain that treatment when consolidated into the
parent company (i.e., thereby requiring BlackRock to continue to include insurance
company separate accounts on its consolidated balance sheet).

Current |1ASB deliberations indicate:

e That the IASB is considering not providing specialized industry accounting guidance
for life insurance companies (consistent with current IFRS guidance) and is not
deliberating changes to existing IFRS guidance (i.e. IAS 39) that requires the existing
income statement and balance sheet gross-ups for life insurance separate accounts.
As a result, we assume that existing IFRS requirements will remain unchanged; and
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¢ Similar to U.S. GAAP, IFRS requires fair value disclosures for Level 1, 2 and 3 assets.
However, in addition, IFRS requires sensitivity analysis of significant inputs to the
fair value calculations for Level 3 assets held at fair value. The IASB intends to
retain these fair value sensitivity analysis disclosures for Level 3 assets; as a result,
these disclosures on insurance company separate account assets would be required
by a parent entity and would further obfuscate the parent entity’s true economic
exposure.

We believe that since the Insurance Companies neither control the separate account assets nor
retain an interest in the assets (as they are legally segregated for the benefit of the unit-holders),
these assets and the related liabilities should not be recorded on their balance sheets (as required
by both U.S. GAAP and IFRS). We also believe that since the Insurance Companies have no net
economic interest in the assets, investment gains or losses and interest and dividend income
generated from those assets should not be recorded on their income statements (as currently
required by IFRS). Further, we do not believe disclosure of Level 1, Level 2 and Level 3 fair
valuation information should be required for assets where the entity retains no net economic risk
as we fail to see how such disclosures provide meaningful information to investors. One way to
address such matters would be for the Boards to consider, as part of their deliberations on the
Accounting for Insurance Contracts, permitting an entity, under certain circumstances (see
below), to effectively net balance sheet and income statement amounts (and avoid related fair
value disclosures) through the use of equal and offsetting balance sheet and income statement
contra-accounts. We believe that Accounting Standards Codification (“ASC”) paragraph 810-10-
25-58 may be analogous to our proposed treatment. ASC 810-10-25-58 specifically requires
segregation of a specified asset of a variable interest entity (“VIE”) and a related liability secured
only by that specified asset from the host entity in performing a consolidation analysis if
essentially none of the returns on those assets can be used by the host entity and none of the
related liabilities are payable from the assets of the host entity. Circumstances where this
treatment may be appropriate would be those where all of the following conditions are met: a)
the assets are participant-directed (and not directed by the life insurance entity or its affiliates),
b) neither the life insurance entity nor its affiliates have any insurance-based or other economic
net exposure to changes in the fair value of the assets (i.e., the entity effectively is an agent of
the investor and the value of the underlying assets is “passed through” to the unit-holder), c) the
assets are legally isolated from general creditors of the life insurance entity and its affiliates and
d) the unit-holders are not related parties of the life insurance entity. We believe that this
accounting treatment, in combination with appropriate disclosures in the footnotes, would result
in a more appropriate presentation on an entity’s balance sheet and income statement and less
confusion for investors.
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We appreciate the opportunity to express our views on this matter and hope that the Boards will
consider this issue in their deliberations. Please do not hesitate to contact me at (212) 810-8386
with any questions you may have regarding our comments.

Sincerely,

/s/Ann Marie Petach

Ann Marie Petach
Chief Financial Officer
BlackRock, Inc.

cc:
Jennifer Weiner - Senior Practice Fellow

Shayne Kuhaneck - Project Manager
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Attachment |

Balance Sheet Overview
The fellowing table presents 2 reconcrhiation of the Cormpany's condensed consolidated statement of finzncisl condition presanted on 3 GAAP bass to the
Company's consolidated statement of financial condition, exchuding the impact of consohidated VIE:, consolidated sponsored mveshnent fmds, separate
account assets and cellateral bald wnder secwmities Jending agreaments and separate account Habslities and eollateral liabilities under securities iending
zgreements:

Decewber 31, 2019
Separate Consalidated
Account Sponsored
GAAP Aszets/ Consolidaied Investment As
{Daltar amowss in millions) Basis Collateral VIE: Fands Adjusced
Azzets
Caczh and cash equivalents $ 3387 § — % — % 65§ 3.3
Accounts receivable 24065 — — — 2095
Investments 1,540 —_ _— 137 L4632
Aszets of consolidated variable interest eniities, 1,305 — 1,405 —_ —
Separate account azsets and collateral held under securities lending agresiments 138775 138,773 — — —
Other assets® 550 — — 3 937
Sub-total 148,142 138,773 1.405 203 7757
Goodwill and itangible assets, net 30317 —_ — — 30317
Total assets 1178459 § 138775 % 1405 § 205 $38.074
Liabilities
Accroed compensation and benafits $ 13520 % — % — 3 — & 13
Accounts payable md acormed lizbilities 1068 — — — 1O68
Bowrowmzs® 31359 — — e 3359
Liabilities of consolidated variable interest entities 1285 — 1,285 — —
Separate account liabikities and colfateral Hability under secuuitias lending
>< amreements 138775 138,775 — — —
Deferved income tax Halilities SATT _— — — 3477
Crther Lizbilitiest® 641 —_— — 19 631
Total liabikities 152,128 138,775 1,285 19 12033
Equity
Total stockholders’ equity 26,054 —_ 73 —  2501%
MNon-controlling nerests 244 — 435 195 —
Total equity 26334 —_ 120 195 264019
Total habilitres and equity $178.459 § 138775 § 1405 § 2065 $38.074

W Inclades due froms related parties, deferved sales commmiszions, property and equipment and other assats.
@ Inclodes shoot-term borrowings, convartble debentures and long-term bomrowings.
4 Includes due to related parties and other Babilitias.
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Attachment Ii
BlackRock 10-K Disclosure Excerpts

Itemn 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)
Liguidity and Capital Resources (continted}

Contractual Obligations, Conumtments and Contingencies {continied)
Separate Account Liabilities

The Company's two wholly-owned registered hife msurance companies in the United Kingdom maintain separate account assets representing segregated funds
held for purposes of funding mdividual and group pension contracts. The net mvestment income and net realized and unrealized gains and losses attributable
to these separate account assets accrue to the contract owners and. as such, an offsetting separate account hability 1s recorded. At December 31. 2014, the
Company had $121.1 billion of assets and offsetting liabilities on the consolidated statement of financial condition. The payment of these contractual
obhiganons 15 inherently uncertam and vanes by customer. As such. these habilities have been excluded from the contractual obligations table above.

1. Siguificant Accounting Policies {continued)

Separate decannt Assers and Liabilities

Two whelly-owmed subsidiaries of the Compary in the United Kingdom are registered hfe mswrance compantes that maintain separate accomuts
1eprezenting segregated fund: held for purposes of funding individual and group pension contracts, and equal and offsetting separate account non-
financial habilies. The separate account assets are not subject to general claims of the creditors of BlackRock. These accoamtz snd the related lizbilinies
are recorded as separate account azsets and separate accomnt habilities on the Company’s consolidated statervents of financial condthion in accordance
with the ASC 944-80, Frnancial Services — Separate Accounts.

The ner ivestment incomss and net realized and vnrealized gams and losses atbibutable to separate accoumt assets supportng individual and zowp
pension contracss accrue divectly to the comtract owner and me not reported as revenue or non-operating Income fexpensz) on the consolidated
statersents of meome. Folicy administration and management fees azsociated with separate account products are mehuded m mvestment advizary,
adnunistiation fees and secuwnities lending revenns on the consolidated statements of moome.
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BlackRock, Inc.

Notes to the Conselidated Financial Statements

7. Fair Value Disclosures
Fair Value Hierarchy

Total assets measured at faur value on a recurrmg basis of $140.460 mithon at December 31. 2010 were as follows:

Assets measuved ar fair value

Quoted
Prices in
Active
Markets Signifieant
for Other Significant
Ideutcal Observable Unobzervable Other Assets
Assets Inputs Inpues NotHeldat  December 31,
(Dollay amounts int llions) {Level 1y (Level 2} {Level 3) Fair Value ‘B 2010
Assets:
Investments
Available-for-sale:
Equity securities (funds and CDOs) 3 EL I — 3 203 — 3 38
Delt securities — 7 —_ — 7
Total avatlable-for-sale 36 7 2 — 45
Held-to-maturity:
Debt securities — — — 100 100
Total held-to-maturity — — —_ 160 100
Trading:
Deferred compensation plan mutual funds investments 49 — — — 49
Equity secunties 36 9 — — 15
Debt securities — 37 — — 37
Toral trading 83 46 — e 131
Other investments:
Consolidated sponsored investment funds:
Hedge funds / Funds of funds — 1 1% — 20
Prvate / public equity 18 - 259 — 3t7
Total consolidated sponsored investment funds j2:4 1 318 — 337
Equity method:
Hedge funds / Funds of hedge funds — 44 228 34 304
Private equify mvestments — — 68 20 88
Real esiate funds — 8 36 10 54
Fixed mnconze mutual funds 103 — — — 103
Equity / Multi-asset class mutual funds 7 — — — 7
Total equity method 110 52 330 64 556
Deferred compensation plan hedge fund equity method tavestments — 27 — — 27
Carnied mterest — o — 13 13
Cost method mnvestments — — — 331 331
Total mvestments 249 133 G0 508 1.540
Separate account assets:
Equity securities 79.727 3 4 — 79.734
Debt secunties — 36415 170 — 36.585
Derrvanves i 1.598 — — 1.599
Money market funds 2,548 —_— — —_ 1,549
Other — — e 670 §70
Total separate account assets 82277 38.016 174 670 121,137
atera It sacunties lends e ts
Equity secunties 15.237 — — — 15,237
Delit secunties — 2.401 — — 2,401
Total collateral held under secursties lending agreements 15,237 2401 — — 17.638
Other assetst™ — 11 B — 11
sset soljdated VIES:
Bank leans — 1.130 32 — 1.162
Bonds — 113 — — I3
Private s pubhc equity 4 3 30 — 37
Total assets of consolidated VIEs 4 1,246 62 — 1.312
Total $ 97767 ¢ 41807 % 886 S 1.178 8 141,638

M Comgprised of mvestments held ar cost. amortized cost. carried interest and equity method nvestments, which mclude investment companies. and other
assets which in accordance with GAAP are not accounted for under a fair value measure. In accordance with GAAP. certamn equuty method investees do
not account for both their financial assets and financial habilines under fair value measures. therefore. the Company's investment w such equity method

vestess may not represent fair value,

1% Includes company-owned and split-dollar hife insurance polices.
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BlackRock, Inc,

Notes to the Consolidated Financial Statemnents
7. Fair Value Disclosures (continued)
Fair Value Hierarcly (continned)

Liabilities measured at fair value on a recurming basis at December 31, 2010 were as follows:

Quoted
Pricesin
Active
Markers Significant
for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs December 31,
(Dollar amonnts tn millions (Level 1) (Level 2) (Level 3) 2010
Liabilities:
Borrowings of consohdated VIEs 3 — % — § 1278 % 1,278
Collateral iability under securities lending agreements 15237 2.401 — 17,638
Other hiabihtiestt — 3 — 3
Total liabilities measured at fair value 3 15,237 § 2404 S 1,278 3§ 18,919

r Includes credit default swap (Pillars) recorded within other habilities on the consolidated statement of financial condition.

F-43

7. Fair Value Disclosures {continued)
Fuair Value Hierarchy {conrinued)

Total assets and hiabilsties mieasured at fair value on a recurring basis of $139.226 mittion and $19.3335 million. respectively, at December 31. 2009
were as follows:

Assets and liabilities measured at fair value

Quoted
Pricesin
Active Siguificant
Markers for Otler Significant
Identical Ohbservable Unobservable Other Assets
Assets Iuputs Inputs NotHeldat  December 31,
(Dollar amounts i wullionsi (Level 1) (Level 2) (Level ) Fair Value 1 2009
Assets:
Investments:
Available-for-sale $ 53 % 20 % — s — 3 73
Held-to-matunry — — — 29 28
Trading 118 49 — — 167
Other investments:
Consolidated sponsored investment funds el — 338 — 360
Equuty method — 1 330 31 372
Deeferred compensation plan hedge fund equity method
investments e 14 i5 — 29
Carrsed mterest — — — + 4
Cost method mvestments — — — 15 15
Total mvestments 193 84 683 89 1.045
Separate account assets 99,983 17,599 1,292 755 119,629
Collateral held under securnties lending agreements 11.580 7.755 — — 19.335
Other assetst? — 11 16 — 57
Totat $ 111,756  § 25,49 % 2.021 % 844 3 140,070
Liabilities:
Coltateral labikity under securmies lending agreements b 11,380 % 7755 % — 3 — 5 19.333

4 Compnised of mvestments held at cost, amortized cost. carried interest and equity method investments. which mclude investment companses. and other
assets which 1n accordance with GAAP are not accounted for under 2 fair value measure. In accordance with GAAP, certain equity method investees do
not account for both their finaneral assets and finanesal habilities under fair value measures, therefore. the Company’s investment i such equty method
myestees may not represant fair value.

@ Includes disposal group assets and company-owned and split-doliar hfe insurance policies.

F-44
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7. Fair Value Disclosures (continued)

Separate Accourt Assets

BlackRock Penssons Lumited and BlackRock Asset Management Pensions Linuted. both wholly-owned subsidiaries of the Company. are registered life
lnsurance compamies that mamtain separate account assets. representing segregated funds held for pusposes of funding individual and group pension
contracts. and equal and offsettng separate account non-financial Liabthities. The net investment income and ner gains and losses attributable to separate
account assets accrue directly to the comract owners and are not reported on the Company’s consohdated statements of income.

Money Marker Funds withur Cash and Cash Equivalents

At Deceniber 31. 2010 and 2009, approxmmately $87 nullion and $1 4 billion. respectrvely. of money market funds were recorded within cash and cash
equivalents on the Company's conselidated statements of financial condition. Money market funds are valued through the use of quoted market prices
(a Level 1 input), or $1.00. which generally 1s the net asset value of the fund.

Level 3 dssets

Level 3 assets recorded withui investments, wiich include equuty method investments and consolidated mvestments of real estate funds, private equety
funds and funds of private equity funds, are valued based upon valuations. mcluding capital accounts, recerved fronm intemal as well as third party fund
managers. Fair valuatons of the underlying funds are based on 3 combination of methods. which may mclude third-party independent appraisals and
discounited cash flow technrques. Direct rvestments in private equity companies held by funds of privare equity funds are valued based on an
assessment of each underlymg mvestment. ncorporating evatuation of additional significant third party financing. changes in valuanons of comparable
peer companies. the business environment of the companzes and market mdices. among other factors.

Level 3 assets recorded within separate account assets include single broker non-bnding quotes for fixed mcome secunues and equity securites which
have unobservable mputs due to certain corporate actions.

Level 3 assets of consolidated VIEs mclude bank loans valued based on sungle broker non-binding quotes and direct private equity mvestments and
prrvate equity funds valued based upon valuations received from internal as well as third party fund managers. which may be adjusted by usmg the
returns of certain market indices.

Level 3 Liabilities

Level 3 hiabilitses recorded as borrowings of consolidated VIEs mclude CLO borrowmnes valued based upon single broker non-binding quotes.

F-45
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7. Fair Value Disclosures {continued)

Changes ur Level 3 Assets and Liabilines Measured ar Faur Valoe on 3 Recurring Basts for the Year Ended December 31, 2010

Parchases,
Reatized sales, other Net Total ner
and settlements transfers gains
unrealized and in and/or (losses)
December 31, gains / issuances, out of December 31, included iz
(Dollar amonnts in millions) 2069 flossesy. pet met Levell 010 earningstl)
Assets:
Envestments:
Available-for-sale:
Equity securtties (funds and CDOs) $ — 3 1S 1y & 2% 2% —
Consolidated spensored investment funds:
Hedge funds / Funds of finds 26 1 {8} — 19 1
Private equity 312 44 (54} {3) 299 34
Equuty method:
Hedge funds / Funds of hedge funds 47 36 (26) [€28] 226 34
Private equaty mvestments 7 8 13 — 68 3
Rea] estate funds 36 17 {17y — 36 10
Deferred compensarion plan hedge funds 15 — — (15} — —
Total Level 3 mvestments 683 107 (93) 47 650 935
Separate account assets:
Equity securtties 5 29 (93) 63 4
Debt securities 1,287 60 284 {1.461) 170
Total Level 3 separate account assets 1,292 89 191 (1.398) 174 wat®
Other assets 46 (8) (38) — — —
5ot consolidated VIEs:
Bank loans — — — 32 32
Private equity — 3 27 — 30
Total Level 3 assets of consolidated VIEs — 3 17 32 62 Al
Total Level 3 assets £ 2.021 § 91§ 87 (& 1,413y § 886
Liabilities:
Borrowings of consolidated VIEs s — s 120) $ 1.157 S — % 1.278 na®
13 - n01 apphicable
U1 Earmngs attributable 1o the change m unrealized gains or (losses) relating to assets still held at the reporting date.
21 The net investment ncome and net gains and losses attributable to separate account assets acerue directly to the contract owners and are not reported on

the Company's consolidated statements of incoime.
5 The net gan (loss} on consolidated VIES 15 solely attributable to non-controlling mterests on the Company's consolidated statements of income.

F-46
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7. Fair Value Disclosures (continued)
Changes ur Level 3 Assets Measured ar Fair Value on a Recurtig Basss for the Year Ended December 37, 2009
Realized
and Purchases, Total net
unrealized sales, other Net gains
gains / settlements transfers in (losses)
December 31. {losses), and issuances, aundior out December 31, tucluded in
(Dollar ameounss in vnllions) 2008 net net of Levet 3 2009 earningsi!?
Investments 813 15 (% 153) (8 2y 8 683 92
Other assets 64 (20) 2 — 46 {20)
Separate account assets 4 8 1276 K 1,292 nialt
Total Level 3 assets S 831 $ 33 s 1,125 (8 18) S 2021 % 72

833

n-a - not applicable
Earmngs attributable to the change m unrealized gains or (losses) relatmg to assets still held at the reportng date.

The net mvestment income and net gains and losses atiributable to separate account assets accrue directly to the contract owners and are not reported on
the Company’s consohdated statements of income.

Realized and Unrealized Gains “(Losses) for Level 3 Assets and I jabiliies

Realized and unrealized gamns / {losses) recorded for Level 3 assets and Liabilities are reported non-operating mcome {expense) on the Company’s
consolidated statements of mcome. A portion of net income {foss) for consohdated investments and all of the net mcome {(loss) for consolidated VIEs
allocated to non-controllng interests to reflect net income (loss) not attnburable to the Company.

Stgniticant Transfers i and’or out of Levels

Transfers w and’or our of Levels are reflected as of the beginnuig of the period when signsficant mputs. wmeluding market inputs or performance
artributes, used for the famr value measurement become observable ! unobservable. or when the Company deternunes it has the ability. or no langer has
the abality, ta redeent tn the near term certamn mvestments that the Company values using a NAV {or a capstal account). or when the book valuye of
certam equity method mvestments no longer represents fair value as determined under fair value methodologses.

Separate Accousit Assets

In the year ended December 31, 2010 there were $1.5 billion of net transfers out of Level 3 to Level 2 related to debt securities held within separate
accouat assets. The net transfers in Levels were primanly due to availability of observable market inputs, including additional inputs from pricing
vendors and brokers.

In the year ended Deceniber 31. 2010 there were $63 million of net transfers of equity securities held wethm separate account assets mto Level 3 from
Level 1 and Level 2. The net transfers mto Level 3 were pnimanty due to market inputs no longer being considered observable.

Sigrificant Other Sertlements m 2010

As of January 1, 2010, upon the adoption of ASU 2009-17 there was a $35 nullion reclassification of assets from Level 3 private SqUITY Investments o
Level 3 private equity assets of consolidated VIEs as well as the consolidation of $1.157 mullion of borrowings withmn the consolidated CL.Os.

F-47

9. Derivatives and Hedging

O behalf of elisnts of the Company's registered life imvurance companies that maintain separavs scocunts representing segregated fimd; held for the
ppese of fnding mdividual and group pension contracts, the Company invests i variows devivative instuments, which may include furwes and
forward forsign cwmency exchange confacts and interest rate and inflation rate swaps.





