




- _.-

..... .... ... "' ,""" �_ �. �~� • • ' .... �~ �, �~� .. , ....... . �~� ... I .I' " . �, �" �' �~�"� .,,_ .•• " ,",,''' ., ' .. �~� , . _ . • .-..•. , .. , __ -' •• •• • •• ',r·· , .- . " " ,.' 
, " , '" _. _ ... 

" ' . • •• ,0 ".' , •• ' . ' �.�~ �'� 
......... ' ... ... ,0 ' • • , .1 �~� ... .• .' _ ,. . ' .' __ • .' . _. " ,0 • • ' .' _ ,. ._ �~� �~� , " , �~� �,�, �~� �~� , .' , ,. J ' �~�'� " .. ' " , .... ,,' ... . " __ .. .. �, �~� ," . " �~� .. ,_ _. . __ , J �,�~� -" ,_' ." .... _ ._ .. . _ ' .. �~� , �.�~� ." '.. • .. . _ . ' �~� _ .. _ ... �~� • ... ...,. ... ' / / 

-' �~� ..... ' •• �~� . ... ... - -" .... " �~� .' " �~� •. • ' .' .-- �~� .• .-- • or �~� ... �~� ..... .. ' ". ..... ......... .J .., .J .J ... J ,-" "" ... -" ... , " ...... .. --" ... .J .... ' ... ., �~� ..... �~� ... -' �~� �~� ..... ' " .' _ , • ' .... ' • , • �~� �~� ... ... .... ...... ... _ ... _ .. 

,- . ' ... • ' ._ - - , • ,' . .','. c· _" _. " __ ._ " , .' .- �~� .. ' ... ... , • ..' ; • • ... __ , _"' �~� ... ._, .. .' .$ .. ' __ • . . ' " .. • _. " �~� ".' • _ .' __ . ' . .' , .. .' , 
•. �~� A- .' _ �~� ._ , . ' • _ ... - __ -'" , " . ' • • • . ' -'" " J • �~� • ... �~� __ ... _ . , . • " , , ' , . ' .. ---- " -' . , - ... ..' . - " . " -' - - - , ... '-- �-�, �~ �~�.�'� . , .. �,�~� .. ,. 

, " - . .' . '. . · - , �~� . . ' .. ' , . --.- ... - .-' " .. , . -' , -' --' - . . , . . .- . �~� . . , - .- , . ' , . . , .. -..- -
, " , - _ _ • ' • .' .- , �~� �~� _ ... ' , ... .. A ' --' �~� • ... " ... • _. < " .' • , • • _._ • �~� . .... �~ �-�"� . 

_. _ A _ . .. ' �~ �.�_� �~� �~� • �~� • • • �~� , ... �~� ... _... " ..,. • • .,' _ " , • _. • �~� _ • _ _ _ .*. �~ �_� . . -' -- ,- , 
, ' .-, < • - • �~� �~� --- - .- .- • .' , ' ...- �~� . -' . -' -' �~� . ... ,' ." ... . . .- .' ., .. . . .. , .. - .. .... , . . . , , ,-, �. �~� -' . ." .. . . . ." . _''' ' ' '' ' _ .• ' �. �~ �.� �~�'� ... • �, �~� , .... .-' ., .. ,. ,' J. . _, _ 

• 

- . . 
�~� . . . 
, - , �~� 

�~ �- , - -.- _. 
- " ,0 .. " " . , .. - . . 
.... ' -- • , < .' . .,' , , , 
." ., . .' - .. . ' .. " , - .' .. . -" , -- �-�~� " . 
�~�"� -' , 

• 

· 
_. . . - . .. 
· . . -- .--

. .' 

- -- . . -- - . - . .' . 

- - . . - ' . . . . - . . . . . 

" . . - .. ' �~� . . 

-
, . 

. .. , . .. . .. '." • , , . �~� , 
�. �~�,� .. �,�,�~ �. �' �~�' �-�-�- �"�" �" �'�- . , , -, " .. ". ..' " - , . .. .- .. ,- .. , .- -' .' . . . .' ... '" .... ' .. .. ' .. " -,,, . .. .. ,,.,' .. ' ... ' .. . " ,.- .. , .. _. " . . A . ..., ' , -- .. " .' ,, ' . .. .• --- " . ..' " . ..' .. , .' -,- ,, ' ." , " . ' . ' , , . 

. . .' , , 

�~� , . " PI1i\' " l ' . .... ".. " " 

- . ' . 
- .... . 
. . . 

. . , �~� . ' . 

. - . -. " . · .- . -' .. . .' .- , . · . -' . �~� '-. . �.�~�"� -" .- ... . _-.-- . -_. . 
• - .. ,_ __ 0 _ .. _ _ _ • __ �~� , _ _ • ___ _ • __ • ... ,-. _ .... - . - ,-" . . ' -- -- . ,- �. �' �.�-�. �~ �-�-�- .. -. - .. -

' -- . , ... .. �- �,�~� . . , �. �~�,�.�-�-�. �- �~� .... .. , .... -. , .. , - . . 
, . . - , -' �,�-�.�,�.�'�~�'� ,..- .- -----" �-�'�~�'� .. �~� ,,' - ,,- " " �~�"�.� . , . . . .. " - • ,, - �~ �,� .' • ,." �~ �.� .. �.�~� .. .#- -- .,. .- • , - .- .• ' .. .' • • . , . . . .,' . . . " " .' " " . .....,' ." . . ... - �. �~� -' �~� .. ' -,' .' . , ,,' .' . , " " -. . . . . -

, " ,,' . ' . . . .' " ." " .. ' .... . .- .' �~� ", , �~� -- . ..' " .' .. , - .' , , .' . . , 
, • - • , ,0 • • , , • • ._ ,," .. ' • • _ �_ �~� _ �~�.�_� _ , ' " • ,,' .' ".. . .. .... ,' 

. ,-- .- . - , , . " . .. . "." .- ' . �~� " ,." .- - -" .' , .. . " " -- ........ .... " .... ,. .. .. ' , ... , ,,,.,, . . " .. . . - ' - ,' 
" �~� , _ . ... , �~�- .. .' �~� .' �~� . ' _. ' ._ , ,0' ,. • • • ' • .. .. , , • , ' _ .. .- . ,' . ' ,_ • , 

. 
• 

" .. , ..." 

Also, the concept that a ..... : ..• '-. -wOuld be able tosCttle theii obligations for ·alowet amount if 
they were in financial distress does not necessarily apply to the insurance industry. There are 
inSUIance regulations and other guaranty mechanisms iIi most jurisdictions that provide a security 
to policyholders that are greater than that of bondholders or other debt holders. Accordingly, the 
credit spread on a company's debt would not be an appropriate indicator of the credit risk 
associated with insurance liabilities. Also, the creditWorthiness position takes an entry value 
approach towards insurance contracts. (i.e. the value of an insurance contract is determined by 
the direct purchase of a contract) as opposed to an exit level approach (i.e. when sold/transferred 
to another insurer). As such, we feel the risk to the policyholder is irrelevant and not meaningful 
for the purposes of the insurer's financial statements. 
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- mitigate the complexities related to hedge accbunting, webe1i.eve that more guidance is needed 

before insurance contracts are,included in a fair value standard. The potential benefits of 
mitigating non-economic volatility in the financial statcinentsis outweighed by the significant 

• reliability, comparability and COIisistc'lCyissues that exist today. If companies were to "fair 
value" insurance contracts there woukl not 'only be comparability issueswitb companies that 
inconSistently use the fair value option but there win be significabt inconsistencies in the 
application of the fair value measurement of insurance liabilities for those companies that do elect 
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the option as there is t<Mayin"~es:Jhdretndr~ iJebtisideSs edmoibati~J~ of insurance 
enterprises. Also, since many of the assumptioriSand methodologies uSed to value insurance 
contracts are so complex and subjective, it may create an envirotupent of abuse and provide 
unreliable infonnation to financial statement uselS. 
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