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Welcome 

As a voting policyholder of Sun Life Assurance, you have the right to vote at our annual 
meeting. 

This booklet includes the notice of our 2013 meeting as well as our 2012 Report to Voting 
Policyholders, which includes information about: 

• the business of the meeting (page 6) 

• how to vote (page 4) 

• policyholder dividends (page 18) 

• our financial performance in 2012 (page 21). 

Your vote is important. You can attend the meeting and vote in person or you can 
complete the policyholder proxy form in this package and have someone vote on your 
behalf. Please take some time to review this report, and call us if you have any questions. 
Thank you for choosing Sun Life Assurance to help you achieve lifetime financial security. 

_______________ 
 
In this document: 
• we, us, our, the company and Sun Life Assurance mean Sun Life Assurance Company of Canada 
• you, your and policyholder mean voting policyholders of Sun Life Assurance 
• Sun Life Financial means our sole shareholder, Sun Life Financial Inc., which is a publicly traded company on 

the Toronto (TSX), New York (NYSE) and Philippine (PSE) stock exchanges under the ticker symbol SLF 
• all dollar amounts are in Canadian dollars unless stated otherwise. 
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Sun Life Assurance Company of Canada 

Dear voting policyholder: 

You are invited to attend the annual meeting of voting policyholders and the sole 
shareholder on Wednesday, May 8, 2013 at 3:30 p.m. (Toronto time). The meeting will be 
held at the Sun Life Financial Tower, 150 King Street West (northeast corner of King and 
University), 2nd floor, Toronto, Ontario, Canada and will also be webcast at 
www.sunlife.com. 

This document includes the notice of our 2013 annual meeting and our 2012 Report to 
Voting Policyholders, which includes important information about the meeting, how to vote, 
policyholder dividends and our financial performance in 2012. 

We will be conducting the annual meeting of the common shareholders of Sun Life 
Financial Inc. at the same time. The formal business of each meeting will be conducted 
separately, however, management's presentation will address policyholders and shareholders. 
A joint question and answer period will then follow. 

Your vote is important. If you cannot attend the meeting, please vote by proxy by completing 
the enclosed form and returning it by 5:00 p.m. (Toronto time) on Wednesday, May 1, 2013, 
as described on pages 4 to 5. 

We look forward to seeing you at the meeting. 

James H. Sutcliffe 
Chairman of the Board 

Dean A. Connor 
President and Chief Executive Officer 

Si vous désirez recevoir l’avis de convocation à l’assemblée annuelle de 2013 et le Rapport 2012 à l’intention 
des titulaires de contrat ayant droit de vote en français, veuillez communiquer avec le secrétaire en écrivant au 
150 rue King Ouest, 6e étage, Toronto (Ontario) Canada M5H 1J9, en composant le 1-877-786-5433, ou 
encore en envoyant un courriel à servicesauxactionnaires@sunlife.com. 
  



INFORMATION FOR VOTING POLICYHOLDERS 2013 

- 2 - 

Notice of our 2013 Annual Meeting 

You are invited to our annual meeting of voting policyholders and the sole shareholder of 
Sun Life Assurance Company of Canada (Sun Life Assurance): 

When Wednesday, May 8, 2013 
3:30 p.m. (Toronto time) 

Where Sun Life Financial Tower 
150 King Street West (northeast corner of King and University) 
Second floor 
Toronto, Ontario 

What the meeting will cover 

1. Receipt of the 2012 consolidated financial statements 
2. Election of the directors 
3. Appointment of the auditor 
4. Consideration of any other business that may properly be brought before the meeting. 

The annual meeting of common shareholders of Sun Life Financial Inc. will also be held at the same 
time and place. 

As of March 18, 2013 (the record date), a total of 1,278,269 votes were eligible to be cast by voting 
policyholders and 427,179,546 votes were eligible to be cast by the sole shareholder. 

If you cannot attend the meeting, please complete the enclosed proxy form to cast your vote and 
mail it in the envelope provided. 

The board of directors has approved the contents of this report and has authorized us to send it 
to you. 

Dana J. Easthope 
Vice-President, Associate General Counsel & Corporate Secretary 

Toronto, Ontario 
March 18, 2013 
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Voting 

Who can vote 

Only voting policyholders and our sole shareholder can vote at our annual meeting. 

You are a voting policyholder if, on March 18, 2013 (the record date), you owned one of the following: 
• a participating policy issued by Sun Life Assurance or The Mutual Life Assurance Company of Canada  

(Mutual Life). Mutual Life changed its name to Clarica Life Insurance Company on July 21, 1999 
• a non-participating product with voting rights issued by Mutual Life before April 1, 1995. 

The table below shows the breakdown of voting policyholders as of March 18, 2013: 

Country 

Voting Policyholders 

# % 

Canada 1,076,467 84.2 

United States 67,084 5.3 

Other 134,718 10.5 

Total 1,278,269 100.0 

Voting policyholders are entitled to cast one vote on each item of business, regardless of the number of policies owned, 
except for the election of the shareholder’s directors. Sun Life Financial, our sole shareholder, is entitled to cast one 
vote on each item of business for each common share it holds, except for the election of the policyholders’ directors. 

See Electing the directors on page 6 for more information. 

How to vote 

You have two ways to vote: 
• by proxy 
• by attending the meeting and voting in person. 

Voting by proxy 
Voting by proxy is the easiest way to vote because you are giving someone else the authority to attend the meeting and 
vote for you (called your proxyholder). If you specify on your proxy form how you want to vote on a particular matter, 
then your proxyholder must vote according to your instructions. 

The enclosed proxy form names James H. Sutcliffe, Chairman of the Board, or in his absence, William D. Anderson, 
Chairman of the Audit & Conduct Review Committee, or in his absence, another director appointed by the board as your 
proxyholder to vote at the meeting according to your instructions. 

If you appoint them as proxyholders but do not specify on the proxy form how you want to vote, your vote will be cast: 
• for electing the director nominees who are listed on the proxy form (called policyholders’ directors) 
• for appointing Deloitte LLP as auditor. 

You can appoint another person to vote for you by printing his or her name in the space provided on the proxy form. 
This person does not need to be a voting policyholder, but your vote can only be counted if he or she attends the 
meeting and votes for you. Regardless of who you appoint as your proxyholder, if you do not specify how you want to 
vote, your proxyholder can vote as he or she sees fit. Your proxyholder can also vote as he or she decides on any other 
items of business that properly come before the meeting, and on any amendments to the items listed above. 
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Our agent, CIBC Mellon Trust Company (CIBC Mellon), c/o its administrative agent Canadian Stock Transfer Company 
Inc., must receive your completed and signed proxy form by 5:00 p.m. (Toronto time) on Wednesday, May 1, 2013 to 
have your vote recorded. 

If the meeting is adjourned, CIBC Mellon must receive your completed proxy form by 5:00 p.m. (Toronto time) two 
business days before the meeting is reconvened. 

Voting in person 
Attending the meeting in person gives you an opportunity to hear directly from management and meet the individuals 
who have been nominated to serve on our board. 

If you want to attend the meeting and vote in person, do not complete or return the proxy form. When you arrive at 
the meeting, register with a representative of CIBC Mellon to receive a ballot. 

If you change your mind 

If you have returned a proxy form, you can revoke it and provide new voting instructions in one of three ways: 
• complete and sign a proxy form with a later date than the one you previously sent, and send it to  CIBC Mellon as 

described above 
• send a notice in writing with your new instructions signed by you, or your attorney as authorized by you in writing, to 

Sun Life Assurance at the address below any time before 5:00 p.m. (Toronto time) on Tuesday, May 7, 2013, or if the 
meeting is adjourned, the business day before the meeting is reconvened 

• give your written instructions signed by you, or your attorney as authorized by you in writing, to the Chairman of the 
meeting before the start of the meeting or before the meeting is reconvened. 

Processing the votes 

A simple majority of votes cast, in person or by proxy, is required for the approval of each of the matters being voted on 
at the meeting. 

Our agent, CIBC Mellon, counts and tabulates the proxies on our behalf. Proxy forms are only shown to management if it 
is clear that the policyholder wants to communicate directly with them, or when the law requires it. 

We will file the voting results on SEDAR (www.sedar.com) and publish them on our website (www.sunlife.com). 

Questions? 

You can contact the Corporate Secretary if you have any questions related to voting: 

The Corporate Secretary 
Sun Life Assurance  
150 King Street West 
Toronto, Ontario 
Canada  M5H 1J9 

E-mail: boarddirectors@sunlife.com 
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Our 2013 annual meeting 

Business of the meeting 

Financial statements (see page 21) 
You will receive the consolidated financial statements for the year ended December 31, 2012, the auditor’s report and 
the actuary’s report on the policy liabilities reported in the financial statements and have the opportunity to ask 
questions. These are all included in this document. 

Electing the directors (see page 7) 
A total of 12 directors will be elected to serve on our board for a term of one year. All of the nominees have also been 
nominated to serve on the board of Sun Life Financial, the sole shareholder of Sun Life Assurance. 

Voting policyholders are legally entitled to elect at least one-third of our board as policyholders’ directors. That means 
you can elect four of the directors who will serve on our board for the next year. Sun Life Financial, our sole shareholder, 
elects the remaining members of the board as the shareholder’s directors. 

Under the Insurance Companies Act (Canada), we must designate each member of the board as either a policyholders’ 
director or a shareholder’s director. All directors, regardless of who they were elected by, have a duty to act in the best 
interests of Sun Life Assurance, taking into account the interests of the policyholders and the shareholder. 

The table below lists the directors who are currently designated as policyholders’ directors, and the 12 individuals 
nominated to serve on our board for 2013. Their term will expire at the close of the 2014 annual meeting. 

Current Policyholders’ 
Directors 

Policyholders’ Director 
Nominees for 2013 

Shareholder’s Director 
Nominees for 2013 

David A. Ganong David A. Ganong William D. Anderson 

Martin J. G. Glynn Martin J. G. Glynn Richard H. Booth 

Krystyna T. Hoeg Krystyna T. Hoeg John H. Clappison 

Idalene F. Kesner James H. Sutcliffe Dean A. Connor 

James H. Sutcliffe  Idalene F. Kesner 

  Réal Raymond 

  Hugh D. Segal 

  Barbara G. Stymiest 

Appointing the auditor (see page 14) 
You will vote on the appointment of Deloitte LLP (Deloitte) as our auditor for 2013. Deloitte has been the auditor of 
Sun Life Assurance for many years. 
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The director nominees 

As of the date of this report, we have 13 directors on our board. Under our by-laws, the board can have between eight 
and 20 directors. At the meeting 12 directors are to be elected for a one-year term. Eleven of the nominees currently 
serve on our board. Réal Raymond is being nominated for the first time. 

David W. Kerr and Mitchell M. Merin are retiring from the board at the conclusion of the meeting. 

The Governance, Nomination & Investment Committee has reviewed each of the director nominees and confirmed that 
they have the necessary skills and experience to contribute to the board and keep pace with our developing business 
operations. 

We do not expect that any of them will not be able to serve as a director. If for any reason a nominee is unable to serve, 
the persons named in the proxy form have the right to vote at their discretion for other nominees proposed in good 
faith and according to applicable law. 

The board recommends that policyholders vote for electing the individuals nominated as policyholders’ directors 
profiled below. If you do not specify in the proxy form how you want to vote on the election of directors, the persons 
named in the form (your proxyholders) will vote for electing the director nominees profiled below. David A. Ganong, 
Martin J. G. Glynn, Krystyna T. Hoeg and James H. Sutcliffe have been nominated as policyholders’ directors. See Electing 
the directors on page 6 for more information about your voting rights. 

Sun Life Financial, as the sole shareholder of Sun Life Assurance, intends to vote for electing the individuals nominated 
as shareholder’s directors profiled below. 

Our policy on majority voting 
If a director receives more “withheld” than “for” votes in an uncontested election, he or she must offer to resign in 
writing to the Chairman of the Governance, Nomination & Investment Committee. The board will decide to accept or 
reject the offer within 90 days of the annual meeting and will disclose its decision in a news release. The director will 
not participate in these deliberations. 

Director nominee profiles 
The following profiles provide information about each of the director nominees, including the year they joined our 
board, their business experience, their committee memberships and attendance at board and committee meetings from 
January 1, 2012 to the date of this report, and other public company directorships held in the last five years. 
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Jon A. Boscia and Ronald W. Osborne retired from the board as of our 2012 annual meeting. David W. Kerr and 
Mitchell M. Merin are retiring from the board at the conclusion of our 2013 meeting. Their attendance at board and 
committee meetings from January 1, 2012 to the date of this report was as follows: 

Name Meeting attendance 

Jon A. Boscia Board 3 of 3 100%
 Investment Oversight 2 of 2 100%
 Risk Review 2 of 3 67%
 Total 7 of 8 88%
 Annual meeting no

David W. Kerr Board 12 of 14 86%
 Governance & Conduct Review 2 of 2 100%
 Governance, Nomination & Investment 4 of 4 100%
 Management Resources 6 of 6 100%
 Total 24 of 26 92%
 Annual meeting yes

Mitchell M. Merin Board 12 of 14 86%
 Governance, Nomination & Investment 3 of 4 75%
 Investment Oversight 2 of 2 100%
 Management Resources 6 of 6 100%
 Special Committee 1 of 1 100%
 Total 24 of 27 89%
 Annual meeting yes

Ronald W. Osborne Board 3 of 3 100%
 Governance & Conduct Review 2 of 2 100%
 Investment Oversight 2 of 2 100%
 Total 7 of 7 100%
 Annual meeting yes

In the past 10 years, four of the director nominees have been directors of companies that have become bankrupt, made 
a proposal under legislation relating to bankruptcy or insolvency, or have received a cease trade order: 
 Mr. Ganong was a director of Air Canada in April 2003, when it filed for protection under the Companies’ Creditors 

Arrangement Act (CCAA). It successfully emerged from proceedings under the CCAA and was restructured according 
to a plan of arrangement in September 2004. Mr. Ganong is no longer a director of Air Canada. 

 Mr. Glynn was a director of MF Global Holdings Ltd. when it filed a voluntary petition under Chapter 11 of the 
Bankruptcy Code in the United States in October 2011. Mr. Glynn is no longer a director of MF Global Holdings Ltd. 

 Professor Kesner was a director of Harriet & Henderson Yarns, Inc. until May 2003. In July 2003, it filed a voluntary 
petition under Chapter 11 of the Bankruptcy Code in the United States. 

 Ms. Stymiest became a director of Research in Motion Limited (BlackBerry) in March 2007. At that time, directors, 
officers and other current and former employees of BlackBerry were subject to a management cease trade order 
issued by certain Canadian securities regulators on November 7, 2006 in response to BlackBerry’s failure to make 
certain securities filings. Ms. Stymiest became subject to the order, which was lifted on May 23, 2007 after the 
securities filings were made. 

The auditor 

The board, on the recommendation of the Audit & Conduct Review Committee, proposed that Deloitte be nominated 
for appointment as auditor for 2013. Deloitte has been our auditor for many years. 
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The board recommends that policyholders vote for the appointment of Deloitte as auditor. If you do not specify in the 
proxy form how you want to vote, the persons named in the form (your proxyholders) will vote for the appointment 
of Deloitte as auditor. 

Auditor’s fees 
The following table shows the fees relating to services provided by Deloitte for the past two years: 

Year ended December 31 

($millions) 

2012 20111

Audit fees 10.6 11.8 

Audit-related fees 0.2 0.2 

Tax fees 0.1 0.1 

All other fees 0.1 0.1 

Total 11.0 12.2 

1
 The 2011 amounts have been adjusted to include $0.5 million in 
fees related to fiscal 2011 audits. These fees could not be 
estimated at the time of reporting in 2011. 

Audit fees relate to professional services rendered by the auditor for the audit of our annual consolidated financial 
statements, the statements for our segregated funds as well as services related to statutory and regulatory filings. 

Audit-related fees include assurance and services related to performing the audit or reviewing the annual consolidated 
financial statements that were not part of audit services. These include internal control reviews, consulting on financial 
accounting and reporting standards not arising as part of the audit, CFA Institute verifications and employee benefit plan 
audits. 

Tax fees relate to tax compliance, tax advice and tax planning. 

All other fees relate to products and services other than audit, audit-related and tax as described above. 

We have a policy that requires the Audit & Conduct Review Committee to pre-approve any services to be provided by 
the external auditor. 

Policyholder proposals 

We did not receive any policyholder proposals for consideration at the meeting. 

Policyholder proposals for our 2014 annual meeting must be sent to us in writing. We must receive them by 5:00 p.m. 
(Toronto time) on December 18, 2013 to consider including them in our Report to Voting Policyholders for the 2014 
meeting. 

Send the proposal to the Corporate Secretary at Sun Life Assurance: 

Fax: 416-585-9907 
E-mail: boarddirectors@sunlife.com 
Mail: 150 King Street West, 6th Floor 

Toronto, Ontario 
Canada  M5H 1J9 



INFORMATION FOR VOTING POLICYHOLDERS 2013 

- 16 - 

Director compensation 

We have designed our director compensation program to be fair and competitive and allow the board to attract well 
qualified directors. 

Directors receive an annual retainer, committee retainers, meeting fees and travel fees for serving on the boards of 
Sun Life Assurance and Sun Life Financial. The cost is shared equally between the two companies. They are also 
reimbursed for reasonable travel expenses they incur to attend our board and committee meetings. Committee chairs 
receive an additional retainer because of their increased responsibilities. 

Directors receive meeting fees of $1,500 for each set of board and committee meetings attended. Members of the 
special committee of the board that was created to consider a transaction in the US, other than Mr. Connor and 
Mr. Sutcliffe, were paid a meeting fee for the one meeting of that committee in 2012.We pay travel fees of $750 when 
a director travels within the province, or from a neighbouring province the night before, for each series of meetings 
attended. Travel fees of $1,500 are paid for travel from other destinations for each series of meetings attended. 

Directors receive 50% of their annual board retainer in deferred share units (DSUs). A DSU is equal in value to a common 
share of Sun Life Financial but cannot be redeemed until a director leaves the board. Directors can choose to receive the 
balance of their compensation in any combination of cash, additional DSUs and common shares of Sun Life Financial 
acquired on the open market. 

The Chairman of the Board receives a separate annual retainer that includes a portion in DSUs equal to the value of DSUs 
received by the other directors. He is also reimbursed for reasonable travel and other expenses he incurs while carrying 
out his duties as Chairman. He does not receive meeting fees or travel fees. 

Mr. Connor does not receive any director compensation because he is our CEO. 

The board implemented a new committee structure after our 2012 annual meeting which involved reducing the number 
of committees from five to four and reassigning certain responsibilities among the committees. The new structure 
substantially equalized the responsibilities and workload of the committees. In recognition of this change, the board 
approved increases to certain committee chair and committee member retainers as shown in the tables below. 

Until May 9, 2012   Effective May 10, 2012  
   
Committee chair retainers  Committee chair retainers  
• Audit  $ 30,000 • Audit & Conduct Review  $ 30,000
• Governance & Conduct Review  $ 20,000 • Governance, Nomination & Investment  $ 30,000
• Investment Oversight  $ 20,000 • Management Resources  $ 30,000
• Management Resources  $ 30,000 • Risk Review  $ 30,000
• Risk Review  $ 30,000   

   
Committee member retainers  Committee member retainers  
• Audit  $ 10,000 • Audit & Conduct Review  $ 10,000
• Governance & Conduct Review  $ 5,000 • Governance, Nomination & Investment  $ 10,000
• Investment Oversight  $ 5,000 • Management Resources  $ 10,000
• Management Resources  $ 7,500 • Risk Review  $ 10,000
• Risk Review  $ 7,500   

Changes to the directors’ annual retainer were approved effective January 1, 2013. The Governance, Nomination & 
Investment Committee reviewed publicly available information on directors’ compensation which showed our directors’ 
compensation was below the median of our peers. The committee also considered other factors, including that there 
had been no increase in the directors’ retainer since January 1, 2007 and the significant increase in the workload, 
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responsibilities and expectations of directors since that time, and recommended an increase of approximately 9% in the 
directors’ retainer. 

The Governance, Nomination & Investment Committee reviewed the Chairman of the Board’s retainer which was also at 
the lower end of the range of our peers. The committee considered the substantial industry expertise that Mr. Sutcliffe 
brings to our board when conducting its assessment, and also that the value of the Chairman’s retainer had not been 
increased since January 1, 2005. The committee also considered Mr. Sutcliffe’s membership on the Risk Review 
Committee, for which he does not receive the $10,000 committee member retainer. In light of these factors, the 
committee recommended an increase of approximately 13% in the Chairman’s retainer. 

The tables below show the changes to the directors’ and the Chairman’s annual retainers as approved by the board. 

Until December 31, 2012   Effective January 1, 2013  

Board retainer  $ 110,000 Board retainer  $ 120,000

Chairman’s retainer  $ 345,000 Chairman’s retainer  $ 390,000

We paid a total of $2,481,703 to the directors of Sun Life Assurance and Sun Life Financial for their services in 2012, 
compared to $2,564,270 for 2011. 

Name 

Fees 

 earned  

($) 

Share-
based 

Awards
($)

Option-
based 

awards 

($)

Non-equity 
incentive 

plan 
compen-

sation 
($)

Pension 
value  

($) 

All other 
compen-

sation 

($) 

Total

($)

William D. Anderson 131,193 55,000 - - - - 186,193

Richard H. Booth 119,709 55,000 - - - - 174,709

Jon A. Boscia 37,587 19,627 - - - 5,000 62,214

John H. Clappison 66,551 121,550 - - - - 188,101

David A. Ganong 117,918 55,000 - - - - 172,918

Martin J. G. Glynn 58,354 113,355 - - - - 171,709

Krystyna T. Hoeg 137,601 55,000 - - - - 192,601

David W. Kerr 56,831 111,832 - - - - 168,663

Idalene F. Kesner 115,810 55,000 - - - - 170,810

Mitchell M. Merin 40,250 150,262 - - - - 190,512

Ronald W. Osborne 33,695 19,627 - - - 25,000 78,322

Hugh D. Segal 106,810 55,000 - - - - 161,810

Barbara G. Stymiest 15,037 95,484   110,521

James H. Sutcliffe - 345,000 - - - 107,620 452,620

TOTAL 2,481,703

The amounts in the All other compensation column for Mr. Boscia and Mr. Osborne represent charitable donations that 
were made when they retired. The amount shown for Mr. Sutcliffe represents the cost to the company of spousal travel 
and Toronto accommodations in lieu of reimbursement for hotel expenses. In light of Mr. Sutcliffe’s overseas residence 
and the frequency with which he must travel to Toronto to perform his duties as Chairman, the board determined that it 
was appropriate for the company to pay these expenses. No deduction has been made for notional hotel expenses that 
otherwise would have been reimbursed to Mr. Sutcliffe following his trips to Toronto. 
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Policyholder dividends and participating account management 

Participating policies are eligible to receive policyholder dividends 
because they share, or ‘participate in’, a portion of the risk associated 
with life insurance (like changing investment returns, expenses, taxes 
and inflation). Non-participating policies do not qualify for 
policyholder dividends. Your eligibility to receive policyholder 
dividends is described in your policy. 

Policyholder dividends vs. shareholder dividends 
Policyholder dividends are not the same as shareholder dividends. 

Shareholder dividends depend on a company’s overall performance, 
including earnings from its different businesses. 

Policyholder dividends depend on the earnings of a group of policies 
in a company’s participating account. Policyholder dividends are not 
guaranteed and vary in relation to the assumptions about various 
factors, including, among other things: 

• expected investment return 
• invested assets that might default  
• expenses (including taxes) 
• inflation 
• mortality rates, and 
• the number of policyholders who would terminate their policies. 

While all of these factors can change over time, investment returns 
have the biggest impact on policyholder dividends. None of the 
factors, however, affect any of the guaranteed amounts in your 
policy, like death benefits and cash surrender values. They only affect 
the policyholder dividends. 

We sometimes use techniques such as reinsurance to help reduce the 
risks associated with these factors worsening. Reinsurance transfers 
the risk to another insurance company, but we are still responsible 
for paying the benefits under your policy. 

  

Questions? 

For more information, see Answers about 
participating (par) life insurance. Although 
the pamphlet has been written for our 
Canadian policyholders, it generally 
applies to all participating policyholders. 

You can download a copy from our Canadian 
website (www.sunlife.ca) – go to Products 
and services, Life insurance, click on 
“Participating life insurance” under View 
related information, then click on 
“Policyholder dividend information”.  
You can also request a copy from the 
Corporate Secretary. Please refer to the 
contact information on page 5. 

Sun Life Assurance and Clarica Life Insurance 
Company (Clarica) were both mutual 
companies at one time, owned by their 
participating policyholders. Each company 
changed from a mutual company to a 
publicly traded stock company in a process 
called demutualization. 

At that time, eligible policyholders received 
shares or cash as compensation for their 
ownership position, and they approved 
conversion plans outlining their ongoing 
rights as participating policyholders. 

Clarica was acquired by Sun Life Financial on 
May 29, 2002 and was amalgamated with 
Sun Life Assurance on December 31, 2002. 
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Our policyholder dividend and participating 
account management policies 

These two policies apply to all participating policies that we (or our 
predecessors) issued or assumed. These were primarily issued or assumed 
in Canada, Bermuda, the United States, and the Philippines. 

The policies describe how we manage our participating business funds, 
which are referred to as accounts, and how we determine policyholder 
dividends. 

Safeguards for our policyholder dividend and 
participating account management processes 

We have many safeguards in place to make sure our policies continue to be fair and that participating business is 
managed in accordance with all legal requirements, professional standards and our internal policies. 

The board has appointed an actuary to carry out certain responsibilities relating to participating policyholders that are 
required under the Insurance Companies Act (Canada). The Appointed Actuary is a member of management and follows 
professional standards of practice set by the Canadian Institute of Actuaries. 

Every year, the Appointed Actuary: 
• analyses our financial condition and prepares a report for the board which includes reviewing our capital and surplus 

requirements (including the local capital requirements in each jurisdiction where we operate) and testing our capital 
adequacy under possible economic and business conditions 

• provides opinions as to the fairness of the dividend policy and par account management policies, as to the fairness of 
policyholder dividends and whether they comply with the dividend policy, and whether the allocations of investment 
returns and expenses to the participating account are fair and equitable to participating policyholders 

• reviews the status of the participating accounts and prepares a detailed report for the regulator 
• signs an opinion as to whether the participating policies are being managed according to the participating account 

management policy and the agreements made at the time of demutualization. 

2013 dividend scales 

The board reviewed the 2013 dividend scales for all accounts except Canada (Clarica) on December 12, 2012 and for 
Canada (Clarica) on August 8, 2012, and made the following decisions: 

Country Changes 

Canada (Clarica) • no change 

Canada (Sun Life) • no change 

United States • annual dividend scales generally reduced 

• terminal dividends generally reduced 

Philippines • no change 

  

Our policyholder dividend and 
participating account management 
policies are provided in Appendix A 
of this report and are also publicly 
available at no charge. On our global 
website (www.sunlife.com), go to 
About us, then Policies and Publications, 
then Participating and adjustable 
policyholder information. You can also 
request a copy from the Corporate 
Secretary. Please refer to the contact 
information on page 5. 
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Information about the financial position of our participating accounts 

We maintain separate participating accounts for each territory. In Canada, accounts are separated between former 
Clarica business and policies issued by Sun Life. 

When we demutualized, we grouped together the participating policies that had been issued before demutualization 
and put them into their own separate sub-accounts known as Closed Blocks. Canada Sun Life (including Bermuda), 
Canada Clarica, the US and the Philippines each have a Closed Block. 

Policies issued after demutualization are in a separate sub-account called an Open Block. Canada Sun Life (including 
Bermuda), Canada Clarica and the US each have an Open Block. 

The following tables show the change in surplus for the Closed and Open Blocks for 2012 and 2011. 

Closed and Open sub-accounts 2012 Canada (Sun Life) Canada (Clarica)  US Philippines 

(in millions of Canadian dollars) Closed Open Closed Open Closed Open Closed 

Opening surplus 0 49 0 27 0 46  0 

Currency/IFRS adjustment - - - - - 1  - 

Net earnings before policyholder dividends 164 11 285 12 70 3  35 

Policyholder dividends paid (164) (11) (285) (8) (70) (2)  (35)

Transfers to shareholders* - - - - - -  - 

Other transfers - - - - - -  - 

Closing surplus 0 49 0 31 0 48  0 

Total assets 6,937 239 8,816 290 4,544 136  1,005 

Total liabilities 6,937 190 8,816 259 4,544 88  1,005 

 

Closed and Open sub-accounts 2011 Canada (Sun Life) Canada (Clarica)  US Philippines 

(in millions of Canadian dollars) Closed Open Closed Open Closed Open Closed 

Opening surplus 0 48 0 24 0 42  0 

Currency/IFRS adjustment - 1 - - - -  - 

Net earnings before policyholder dividends 176 6 284 10 82 6  33 

Policyholder dividends paid (176) (6) (284) (7) (82) (2)  (33)

Transfers to shareholders* - - - - - -  - 

Other transfers - - - - - -  - 

Closing surplus 0 49 0 27 0 46  0 

Total assets 6,891 223 8,534 261 4,763 132  916 

Total liabilities 6,891 174 8,534 234 4,763 86  916 

* Transfers from Open Blocks to shareholders are at the maximum permitted by regulation. For 2012 and 2011, the maximum 
allowed is 2.8% of the dividends paid to Open Block policyholders in the year. 
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Consolidated Financial Statements 

Consolidated Statements of Operations 
 

 
For the years ended December 31, (in millions of Canadian dollars) 2012 2011(1)

Revenue     
Premiums     

Gross  $ 13,330  $ 13,148
Less: Ceded  5,277  5,127

Net  8,053 8,021
  

Net investment income (loss):   
Interest and other investment income (Note 4)  4,346  4,332
Change in fair value through profit or loss assets and liabilities (Note 4)  1,740  4,248
Net gains (losses) on available-for-sale assets  133  149

Net investment income (loss)  6,219  8,729
Fee income (Note 17)  1,181  1,166

Interest income from loans to affiliates (Note 24)  44  43
Total revenue  15,497  17,959

  
Benefits and expenses   

Gross claims and benefits paid (Note 10)  11,413  11,239
Increase (decrease) in insurance contract liabilities (Note 10)  3,712  7,231
Decrease (increase) in reinsurance assets (Note 10)  (75)  (451)
Increase (decrease) in investment contract liabilities (Note 10)  51  (32)
Reinsurance expenses (recoveries) (Note 11)  (4,741)  (4,188)
Commissions  1,015  962
Net transfer to (from) segregated funds (Note 22)  (80)  (148)
Operating expenses (Note 18)  2,311  2,198
Premium taxes  233  230
Interest expense  146  225

Total benefits and expenses  13,985  17,266
Income (loss) before income taxes  1,512  693

Less: Income tax expense (benefit) (Note 20)  152  (90)
   

Total net income (loss)  1,360  783
Less: Net income (loss) attributable to participating policyholders  7  7
Less: Net income (loss) attributable to non-controlling interests (Note 16)  2  2

Shareholder's net income (loss)  1,351  774
Less: Preferred shareholder's dividends  31  31

Common shareholder's net income (loss)  $ 1,320  $ 743

(1) Balances have been restated. Refer to Note 2.   

 Average exchange rates during the reporting periods: U.S. dollars 1.00  0.99
 U.K. pounds 1.58  1.59
 
The attached notes form part of these Consolidated Financial Statements. 
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Consolidated Statements of Comprehensive Income (Loss) 
 

 
For the years ended December 31, (in millions of Canadian dollars) 2012 2011(1)

Total net income (loss)  $ 1,360 $ 783

Other comprehensive income (loss), net of taxes:   
Change in unrealized foreign currency translation gains (losses):  

Unrealized gains (losses) before net investment hedges  (70)  93
Unrealized gains (losses) on net investment hedges  —  2

Change in unrealized gains (losses) on available-for-sale assets:  
Unrealized gains (losses)  238  132
Reclassifications to net income (loss)  (134)  (146)

Change in unrealized gains (losses) on cash flow hedges:   
Unrealized gains (losses)  24  (28)
Reclassifications to net income (loss)  (11)  14

Total other comprehensive income (loss)  47 67

Total comprehensive income (loss)  1,407  850
Less: Participating policyholders' comprehensive income (loss)  5 8

Less: Non-controlling interests in comprehensive income (loss)  2  2

Shareholder's comprehensive income (loss)  $ 1,400 $ 840

 
Income Taxes Included in Other Comprehensive Income (Loss) 

 
 

For the years ended December 31, (in millions of Canadian dollars) 2012 2011 

Income tax benefit (expense):     

Unrealized foreign currency translation gains / losses, including net investment hedges  $ —  $ 2
Unrealized gains / losses on available-for-sale assets  (31)  (26)
Reclassifications to net income for available-for-sale assets  28  42
Unrealized gains / losses on cash flow hedges  (8)  10
Reclassifications to net income for cash flow hedges  4  (5)

Total income tax benefit (expense) included in other comprehensive income (loss)  $ (7) $ 23
 
(1) Balances have been restated. Refer to Note 2. 
 
 
The attached notes form part of these Consolidated Financial Statements. 
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Consolidated Statements of Changes in Equity 
 

 
For the years ended December 31, (in millions of Canadian dollars) 2012 2011(1)

Shareholder:     
Preferred shares (Note 15)     

Balance, beginning and end of year  $ 701 $ 701
Common shares (Note 15)   

Balance, beginning of year  2,245 1,945
Issued  250 300
Balance, end of year  2,495 2,245

Contributed surplus  

Balance, beginning of year  785 694
Capital contribution from shareholder (Note 24)  122 91
Balance, end of year  907 785

Retained earnings  

Balance, beginning of year  6,654 6,731
Net Income (loss)  1,351 774
Dividends on common shares  (655) (820)
Dividends on preferred shares  (31) (31)
Impact of related party transaction (Note 24)  5 —
Balance, end of year  7,324 6,654

Accumulated other comprehensive income (loss), net of taxes  

Unrealized gains (losses) on available-for-sale assets  280 294
Unrealized cumulative translation differences, net of hedging activities  (147) (241)
Unrealized gains (losses) on transfers to investment properties  11 11
Unrealized gains (losses) on derivatives designated as cash flow hedges  (9) 5

Balance, beginning of year  135 69
Total other comprehensive income (loss) for the year  49 66
Balance, end of year  184 135

Total shareholder's equity, end of year  $ 11,611 $ 10,520

Participating policyholders:  

Retained earnings  

Balance, beginning of year  $ 124 $ 117
Net Income (loss)  7 7
Balance, end of year  131 124

Accumulated other comprehensive income (loss), net of taxes  

Unrealized cumulative translation differences, net of hedging activities  (1) (2)
Balance, beginning of year  (1) (2)
Total other comprehensive income (loss) for the year  (2) 1
Balance, end of period  (3) (1)

Total participating policyholders' equity, end of year  128 123
Non-controlling interests: (Note 16)  

Balance, beginning of year  $ 44 $ 41
Net income (loss)  2 2
Other changes in non-controlling interests  (1) 1
Total non-controlling interests, end of year  45 44

Total equity  $ 11,784 $ 10,687
 
(1) Balances have been restated. Refer to Note 2. 
 
The attached notes form part of these Consolidated Financial Statements. 
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Consolidated Statements of Cash Flows 
 

 
For the years ended December 31, (in millions of Canadian dollars) 2012 2011 (1) 

Cash flows provided by (used in) operating activities      
Income (loss) before income taxes  $ 1,512 $ 693
Add: interest expense related to financing activities  146 225  
Operating items not affecting cash:   

Increase (decrease) in contract liabilities  4,083 7,250  
(Increase) decrease in reinsurance assets  (154) (422)  
Unrealized (gains) losses on investments  (856) (3,673) (2) 
Impairment of intangible in assets (Note 9)  26 4  
Other non-cash items  310 265 (2) 

Operating cash items:   
Deferred acquisition costs  (2) (10)  
Realized (gains) losses on investments  (1,046) (667) (2) 
Sales, maturities and repayments of investments  75,258 85,249 (2) 
Purchases of investments  (78,742) (87,018) (2) 
Change in policy loans  (26) (72)  
Income taxes received (paid)  4 (111)  
Other cash items  59 698 (2) 

Net cash provided by (used in) operating activities  572 2,411  

Cash flows provided by (used in) investing activities  

(Purchase) sale of property and equipment (Note 8)  (73) (96)
Transactions with associates and joint ventures (Note 24)  (49) (80)
Increase (decrease) in loans to related parties (Note 24)  17 450
Dividends received from associates (joint ventures)  14 —
Other investing activities  (27) (56)

Net cash provided by (used in) investing activities  (118) 218

Cash flows provided by (used in) financing activities  

Borrowed funds (Note 12)  40 43
Redemption of subordinated debt and innovative capital instruments (Notes 13 and 14)  (800) (950)
Issuance of preferred shares (Note 15)  800 —
Issuance of common shares (Note 15)  250 300
Capital contribution from shareholder  122 91
Dividends paid on common and preferred shares  (686) (851)
Interest expense paid  (191) (132)

Net cash provided by (used in) financing activities  (465) (1,499)
Changes due to fluctuations in exchange rates  (19) (109)
Increase (decrease) in cash and cash equivalents  (30) 1,021
Net cash and cash equivalents, beginning of year  2,407 1,386
Net cash and cash equivalents, end of year  2,377 2,407
Short-term securities, end of year  2,954 3,294
Net cash and cash equivalents and short-term securities, end of year (Note 4)  $ 5,331 $ 5,701
 
(1) Balances have been restated. Refer to Note 2. 
(2) Certain derivative cash flows within operating activities have been reclassified to be consistent with the 2012 presentation of these cash flows. 
 
 
The attached notes form part of these Consolidated Financial Statements. 
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Notes to the Consolidated Financial Statements 
(Amounts in millions of Canadian dollars except for per share amount and where otherwise stated) 

1. Significant Accounting Policies 
 

 
Description of Business 
Sun Life Assurance Company of Canada (“Sun Life Assurance”) and its subsidiaries are collectively referred to as “us”, “our”, “ours”, 
“we”, "the Enterprise" or “the Company”. Sun Life Assurance is a wholly owned subsidiary of Sun Life Financial Inc. ("SLF Inc.") 
 
We are an internationally diversified financial services organization providing savings, retirement and pension products, and life and 
health insurance to individuals and groups through our operations in Canada, the United States, the United Kingdom and Asia. Sun Life 
Assurance is registered under the Insurance Companies Act (Canada), which is administered by the Office of the Superintendent of 
Financial Institutions, Canada ("OSFI"). 
 
Statement of Compliance  
We prepared our Consolidated Financial Statements in accordance with International Financial Reporting Standards ("IFRS") as issued 
and adopted by the International Accounting Standards Board (“IASB”). Our accounting policies have been applied consistently within 
our Consolidated Financial Statements.  
 
Basis of Presentation  
Our Consolidated Statements of Financial Position are presented in the order of liquidity and each statement of financial position line 
item includes both current and non-current balances, as applicable. 
 
We have defined our reportable segments and the amounts disclosed for those segments based on our management structure and the 
manner in which our internal financial reporting is conducted. Transactions between segments are executed and priced on an arm's-
length basis in a manner similar to transactions with third parties. 
 
The significant accounting policies used in the preparation of our Consolidated Financial Statements are summarized below and are 
applied consistently by us. 
 
Critical Estimates, Judgments and Provisions 
The preparation of our Consolidated Financial Statements requires us to make estimates and judgments that affect the application of 
policies and the reported amounts of assets, liabilities, revenue and expenses. Actual results may differ from those estimates. Areas of 
significant accounting estimates and judgments include the measurement and classification of insurance contract liabilities and 
investment contract liabilities, determination of fair value of financial instruments, impairment of financial instruments, impairment of 
goodwill and intangible assets, whether the substance of our relationship with a special purpose entity ("SPE), subsidiary, joint venture 
or associate constitutes control, joint control or significant influence and determination of provisions and liabilities for pension plans, 
other post-retirement benefits, and taxes. We also use judgment in applying our accounting policies, when determining functional 
currencies, contingencies and restructuring. Details on the estimates and judgments are further described in the relevant accounting 
policies in these Notes. 
 
Other than insurance contract liabilities and investment contract liabilities, provisions are recognized for present legal or constructive 
obligations as a result of a past event, if it is probable that they will result in an outflow of economic resources and the amount can be 
reliably estimated. The amounts recognized for these provisions are the best estimates of the expenditures required to settle the present 
obligations or to transfer them to a third party at the statement of financial position date, considering all the inherent risks and 
uncertainties, as well as the time value of money. These provisions are reviewed as relevant facts and circumstances change. The 
unwinding of the effect of discounting is recorded in our Consolidated Statements of Operations as interest expense. Provisions 
included in insurance contract liabilities and investment contract liabilities are determined in accordance with Canadian accepted 
actuarial practice.  
 
Consolidation, Joint Ventures and Investments in Associates 
Our Consolidated Financial Statements include the results of operations and the financial position of entities controlled by SLF Inc. or its 
subsidiaries, including SPEs, after intercompany balances and transactions have been eliminated. Control is defined as the power to 
govern the financial and operating policies of an entity so as to obtain benefits from its activities. Entities are fully consolidated from the 
date control is obtained by SLF Inc. or one of its subsidiaries, and deconsolidated on the date control ceases. The acquisition method is 
used to account for the acquisition of a subsidiary at the date that control is obtained, with the difference between the acquisition cost of 
the subsidiary and the fair value of the subsidiary's net identifiable assets acquired recorded as goodwill. Equity interests held by 
external parties are shown as non-controlling interests and transactions with non-controlling interest holders are recorded in our 
Consolidated Statements of Changes in Equity. 
 
The equity method is used to account for joint ventures and entities over which Sun Life Assurance or its subsidiaries are able to 
exercise significant influence. Joint control is the contractually agreed sharing of control and exists only when the strategic and 
operating decisions require the unanimous consent of the parties sharing control. Significant influence is the power to participate in the 
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financial and operating policies of an investee but is not control or joint control over those policies. Significant influence is generally 
presumed to exist when Sun Life Assurance or its subsidiaries holds greater than 20 % but less than 50 % of the voting power of the 
investee unless it can be demonstrated that this is not the case. 
 
Foreign Currency Translation 
 
Translation of Transactions in Foreign Currencies 
The individual financial statements of Sun Life Assurance and its subsidiaries, joint ventures and associates are prepared in the 
currency in which they conduct their ordinary course of business, which is referred to as functional currency. Transactions occurring in 
currencies other than the functional currency are translated to the functional currency using the spot exchange rates at the dates of the 
transactions.  
 
At the statement of financial position date, monetary assets and liabilities in foreign currencies are translated to the functional currency 
at the exchange rate at the statement of financial position date. Non-monetary assets and liabilities in foreign currencies that are held at 
fair value are translated at the statement of financial position date, while non-monetary assets and liabilities that are measured at 
historical cost are translated using the exchange rate at the date of the transaction. 
 
The resulting exchange differences from the translation of monetary items and non-monetary items held at fair value, with changes in 
fair value recorded to income, are recognized in our Consolidated Statements of Operations. For monetary assets classified as 
available-for-sale (“AFS”), translation differences calculated on amortized cost are recognized in our Consolidated Statements of 
Operations and other changes in carrying amount are recognized in other comprehensive income (“OCI”). The exchange differences 
from the translation of non-monetary items classified as AFS are recognized in OCI.  
 
Translations to the Presentation Currency 
In preparing our Consolidated Financial Statements, the financial statements of foreign operations are translated from their respective 
functional currencies to Canadian dollars, our presentation currency. Assets and liabilities are translated at the closing exchange rate at 
the statement of financial position date, and income and expenses are translated using the average exchange rates. The accumulated 
gains or losses arising from translation of functional currencies to the presentation currency, net of the effect of any hedges, are 
included as a separate component of OCI within equity. Upon disposal of a foreign operation that includes loss of control, significant 
influence or joint control, the cumulative exchange gain or loss related to that foreign operation is recognized in income. 
 
Invested Assets 
 
Financial Assets Excluding Derivative Financial Instruments 
Financial assets include cash, cash equivalents and short-term securities, debt securities, equity securities, mortgages and loans, the 
financial assets included in other invested assets and policy loans. Financial assets are designated as financial assets at fair value 
through profit or loss (“FVTPL”) or AFS assets, or classified as loans and receivables at initial recognition. The following table 
summarizes the financial assets included in our Consolidated Statements of Financial Position and the asset classifications applicable 
to these assets. 
 
Consolidated Statements of Financial Position line Asset classification 
Cash, cash equivalents and short-term securities FVTPL 
Debt securities FVTPL and AFS 
Equity securities FVTPL and AFS 
Mortgages and loans Loans and receivables
  
Other invested assets FVTPL and AFS 
Policy loans Loans and receivables 
 
Mortgages and loans include mortgage loans and debt securities not quoted in an active market. Financial assets included in Other 
invested assets include investments in limited partnerships, segregated funds and mutual funds. Cash equivalents are highly liquid 
instruments with a term to maturity of three months or less, while short-term securities have a term to maturity exceeding three months 
but less than one year. Policy loans are fully secured by the policy values on which the loans are made. The accounting for each asset 
classification is described in the following sections. 
 
i) Initial Recognition and Subsequent Measurement 
Generally, debt securities, equity securities and other invested assets supporting our insurance contract liabilities or investment contract 
liabilities measured at fair value are designated as FVTPL, while debt securities, equity securities and other invested assets not 
supporting our insurance contract liabilities or that are supporting investment contract liabilities measured at amortized cost are 
designated as AFS. Mortgages and loans and policy loans are classified as loans and receivables. Financial assets are recognized in 
the Consolidated Statements of Financial Position on their trade dates, which are the dates that we commit to purchase or sell the 
assets. 
 
Financial Assets at Fair Value Through Profit or Loss 
Financial assets at FVTPL include financial assets that are held for trading (“HFT”), as well as financial assets that have been 
designated as FVTPL at initial recognition. A financial asset is classified as HFT if it is acquired principally for the purpose of selling in 
the near term. A financial asset can be designated as FVTPL if it eliminates or significantly reduces a measurement or recognition 
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inconsistency that would otherwise arise from measuring assets or liabilities or recognizing the gains and losses on them on different 
bases; or if a group of financial assets, financial liabilities or both, is managed and its performance is evaluated on a fair value basis. 
Cash equivalents and short-term securities have been classified as HFT. Debt securities, equity securities and other invested assets 
supporting insurance contract liabilities or investment contract liabilities measured at fair value have been designated as FVTPL. This 
designation has been made to eliminate or significantly reduce the measurement inconsistency that would arise due to the 
measurement of the insurance contract or investment contract liabilities, which are based on the carrying value of the assets supporting 
those liabilities. 
 
Financial assets classified as FVTPL are recorded at fair value in our Consolidated Statements of Financial Position and transaction 
costs are expensed immediately. Changes in fair value as well as realized gains and losses on sale are recorded in Change in fair value 
through profit or loss assets and liabilities in our Consolidated Statements of Operations. Interest income earned and dividends received 
are recorded in Interest and other investment income in our Consolidated Statements of Operations. Because the carrying value of 
insurance contract liabilities is determined by reference to the assets supporting those liabilities, changes in the insurance contract 
liabilities generally offset changes in the fair value of debt securities classified as FVTPL, except for changes that are due to impairment. 
The majority of equity securities and other invested assets classified as FVTPL are held to support products where investment returns 
are passed through to policyholders and therefore, changes in the fair value of those assets are significantly offset by changes in 
insurance contract liabilities.  
 
Available-for-Sale Financial Assets 
Financial assets classified as AFS are recorded at fair value in our Consolidated Statements of Financial Position and transaction costs 
are capitalized on initial recognition. Transaction costs for debt securities are recognized in income using the effective interest method, 
while transaction costs for equity securities and other invested assets are recognized in income when the asset is derecognized. 
Changes in fair value are recorded to unrealized gains and losses in OCI. For foreign currency translation, exchange differences 
calculated on the amortized cost of AFS debt securities are recognized in income and other changes in carrying amount are recognized 
in OCI. The exchange differences from the translation of AFS equity securities and other invested assets are recognized in OCI. Interest 
income earned and dividends received are recorded in Interest and other investment income in our Consolidated Statements of 
Operations. Net impairment losses and realized gains and losses on the sale of assets classified as AFS are reclassified from 
accumulated OCI to Net gains (losses) on available-for-sale assets in the Consolidated Statements of Operations. 
 
Loans and Receivables 
Loans and receivables are carried at amortized cost using the effective interest method. Transaction costs for mortgages and loans are 
capitalized on initial recognition and are recognized in income using the effective interest method. Realized gains and losses on the sale 
of mortgages and loans, interest income earned, and fee income are recorded in Interest and other investment income in our 
Consolidated Statements of Operations. 
 
ii) Derecognition 
A financial asset is derecognized when the contractual rights to its cash flows expire, or we have transferred our 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 derecognized if the asset is not controlled through rights to sell or pledge the asset.  
 
iii) Impairment 
Financial assets are assessed for impairment on a quarterly basis. Financial assets are impaired and impairment losses are incurred if 
there is objective evidence of impairment as a result of one or more loss events and that event has an impact on the estimated future 
cash flows that can be reliably estimated. Objective evidence of impairment generally includes significant financial difficulty of the issuer, 
including actual or anticipated bankruptcy or defaults and delinquency in payments of interest or principal or disappearance of an active 
market for that financial asset. Objective evidence of impairment for an investment in an equity instrument or other invested asset also 
includes, but is not limited to, the financial condition and near-term prospects of the issuer, including information 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 a significant or prolonged decline in the fair value of an 
equity instrument or other invested asset below its cost.  
 
Financial Assets at Fair Value Through Profit or Loss 
Since financial assets classified as FVTPL are carried at fair value with changes in fair value recorded to income, any reduction in value 
of the assets due to impairment is already reflected in investment income. However, the impairment of assets classified as FVTPL 
generally impacts the change in insurance contract liabilities due to the impact of asset impairment on future cash flows.  
 
Available-for-Sale Financial Assets 
When there is objective evidence that a financial asset classified as AFS is impaired, the loss in accumulated OCI is reclassified to Net 
gains (losses) on available-for-sale assets in our Consolidated Statements of Operations. Following impairment loss recognition, a debt 
security continues to be carried at fair value with changes in fair value recorded in OCI, and it is assessed quarterly for further 
impairment loss or reversal. Subsequent losses on an impaired equity security or other invested asset, including losses relating to 
foreign currency changes, are reclassified from OCI to income in subsequent reporting periods until the asset is derecognized. Once an 
impairment loss on a debt security classified as AFS is recorded to income, any reversal of impairment loss through income occurs only 
when the recovery in fair value is objectively related to an event occurring after the impairment was recognized. Impairment losses on 
an equity security or other invested asset classified as AFS are not reversed through income.  
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Loans and Receivables 
If an impairment loss on an individual mortgage or loan has been incurred, the amount of the loss is measured as the difference 
between the asset's carrying amount and the present value of the estimated future cash flows discounted at the asset's original effective 
interest rate. For collateralized financial assets, the present value of the estimated future cash flows reflects the cash flows that may 
result from foreclosure less costs to sell, whether or not foreclosure is probable. If no evidence of impairment exists for an individually 
assessed mortgage or loan, it is included in a group of loans with similar credit risk characteristics and collectively assessed for 
impairment. 
 
When an impairment loss has been incurred, the carrying amount of the asset is reduced through the use of an allowance account, and 
the amount of the loss is recognized in income. If the impairment loss subsequently decreases and the decrease can be related 
objectively to an event occurring after the initial impairment charge was recognized, the previous impairment charge is reversed by 
adjusting the allowance account and the reversal is recognized in income. Interest income is recognized on impaired mortgages and 
loans using the effective interest rate method and it is based on the estimated future cash flows used to measure the impairment loss.  
 
Changes in the allowance account, other than write-offs net of recoveries, are charged against Interest and other investment income in 
our Consolidated Statements of Operations. Write offs, net of recoveries, are deducted from the allowance account when there is no 
realistic prospect of recovery, which is typically not before derecognition of the asset through foreclosure or sale.  
 
Collateral 
Cash received (pledged) as collateral is recognized (derecognized) in our Consolidated Statements of Financial Position with 
corresponding amounts recognized in Other liabilities (Other assets), respectively. All other types of assets received (pledged) as 
collateral are not recognized (derecognized) in our Consolidated Statements of Financial Position. 
 
Derivative Financial Instruments 
All derivative financial instruments are recorded at fair value in our Consolidated Statements of Financial Position. Derivatives with a 
positive fair value are recorded as Derivative assets while derivatives with a negative fair value are recorded as Derivative liabilities.  
 
The accounting for the changes in fair value of a derivative instrument depends on whether or not it is designated as a hedging 
instrument for accounting purposes. Changes in fair value of derivatives that are not designated as hedging instruments for accounting 
purposes, which are defined as derivative investments, and embedded derivatives that are bifurcated are recorded in Change in fair 
value through profit or loss assets and liabilities in our Consolidated Statements of Operations. Income earned or paid on these 
derivatives is recorded in Interest and other investment income in our Consolidated Statements of Operations. Hedge accounting is 
applied to certain derivatives to reduce income statement volatility. When certain qualification criteria are met, hedge accounting 
recognizes the offsetting effects of hedging instruments and hedged items in income or defers the effective portion of changes in fair 
value of hedging instruments in OCI until there is a recognition event, such as the occurrence of a forecasted transaction or the disposal 
of a net investment in a foreign subsidiary. All hedging relationships are documented at inception and hedge effectiveness is assessed 
on a quarterly basis.  
 
Fair Value Hedges 
Certain interest rate swaps and foreign currency forwards are designated as fair value hedges of the interest rate or foreign exchange 
rate risks associated with AFS assets. Changes in fair value of the derivatives are recorded in Interest and other investment income in 
our Consolidated Statements of Operations. The change in fair value of the AFS assets related to the hedged risk is reclassified from 
OCI to income. As a result, ineffectiveness, if any, is recognized in income to the extent that changes in fair value of the derivatives and 
AFS assets do not offset. Interest income earned and paid on the AFS assets and swaps in the fair value hedging relationships are 
recorded in Interest and other investment income in the Consolidated Statements of Operations. 
 
Cash Flow Hedges 
Certain equity forwards are designated as cash flow hedges of the anticipated payments of awards under certain share-based payment 
plans. Changes in fair value of these forwards based on spot price changes are recorded to OCI, with the spot-to-forward differential 
and any ineffectiveness recognized in Interest and other investment income in the Consolidated Statements of Operations. A portion of 
the amount included in OCI related to these forwards is reclassified to income as a component of operating expenses as the liabilities 
are accrued for the share-based payment awards over the vesting periods. All amounts recorded to or from OCI are net of related taxes. 
 
Net Investment Hedges 
Certain swaps are designated as net investment hedges to reduce foreign exchange fluctuations associated with certain net 
investments in funding of foreign subsidiaries. Changes in fair value of these instruments are recorded to foreign exchange gains and 
losses in OCI, offsetting the respective foreign currency translation gains or losses arising from the underlying net investments in foreign 
subsidiaries. All amounts recorded to or from OCI are net of related taxes. If the hedging relationship is terminated, amounts deferred in 
accumulated OCI continue to be deferred until there is a disposal or partial disposal of our net investment in the hedged foreign 
subsidiary. Interest earned and paid on the swaps is recorded in Interest and other investment income in the Consolidated Statements 
of Operations. 
 
Embedded Derivatives 
An embedded derivative is a component of a host contract that modifies the cash flows of the host in a manner similar to a derivative, 
according to a specified interest rate, financial instrument price, foreign exchange rate underlying index or other variable. We are 
required to separate embedded derivatives from the host contract, if an embedded derivative has economic and risk characteristics that 
are not closely related to the host contract, meets the definition of a derivative, and the combined contract is not measured at fair value 
with changes recognized in income. If an embedded derivative is separated from the host contract, it will be accounted for as a 
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derivative. For further details on embedded derivatives in insurance contracts, see the Insurance Contract Liabilities accounting policy in 
this Note.  
 
Investment Properties 
Investment properties are real estate held to earn rental income or for capital appreciation. Properties held to earn rental income or for 
capital appreciation that have an insignificant portion that is owner-occupied are classified as investment properties. Properties that do 
not meet these criteria are classified as property and equipment. Expenditures related to ongoing maintenance of properties incurred 
subsequent to acquisition are expensed. Investment properties are initially recognized at transaction price including transaction costs in 
our Consolidated Statements of Financial Position. These properties are subsequently measured at fair value with changes in value 
recorded to Change in fair value through profit or loss assets and liabilities in our Consolidated Statements of Operations. Fair value is 
supported by market evidence, as assessed by qualified appraisers. All assets are appraised annually and reviewed quarterly for 
material changes. External appraisals are obtained at least once every three years. In all cases, the valuation methodology used is a 
recognized or accepted approach in accordance with the valuation standards of the Appraisal Institutes of Canada or the United States. 
 
Other Invested Assets -- Non-Financial Assets 
Other invested assets also include non-financial assets such as investments in associates and joint ventures, which are accounted for 
using the equity method. Investments in associates and joint ventures are initially recorded at cost. Subsequent adjustments to the 
investment are made for our share of net income or loss and our share of OCI. Our share of net income is recorded in Interest and other 
investment income in our Consolidated Statements of Operations and our share of OCI is recorded in our Consolidated Statements of 
Comprehensive Income (Loss). Impairment losses on equity method investments are recognized when events or changes in 
circumstances indicate that they are impaired. The impairment loss recognized is the difference between the carrying amount and the 
recoverable amount. 
 
Other Assets 
Other assets include receivables, deferred acquisition costs, investment income due and accrued as well as prepaid expenses.  
 
Deferred acquisition costs arising from service contracts or from service components of investment contracts are amortized over the 
expected life of the contracts based on the future expected fees.  
 
Reinsurance Assets 
In the normal course of business, we use reinsurance to limit exposure to large losses. We have a retention policy that requires that 
such arrangements be placed with well-established, highly rated reinsurers. Reinsurance assets are measured consistently with the 
amounts associated with the underlying insurance contracts and in accordance with the terms of each reinsurance contract. Amounts 
due to or from reinsurers with respect to premiums received or paid claims are included in Other assets and Other liabilities in the 
Consolidated Statements of Financial Position. Premiums for reinsurance ceded are presented as premiums ceded in the Consolidated 
Statements of Operations. Reinsurance expenses (recoveries), as presented in our Consolidated Statements of Operations, denote 
reinsurance expenses and expense recoveries resulting from reinsurance agreements.  
 
Reinsurance assets are subject to impairment testing. If impaired, the carrying value is reduced, and an impairment loss is recognized in 
Reinsurance expenses (recoveries) in our Consolidated Statements of Operations. Impairment occurs when objective evidence exists 
(as a result of an event) after the initial recognition of the reinsurance asset indicating that not all amounts due under the terms of the 
contract will be received, and the impairment can be reliably measured. 
 
Reinsurance assumed is accounted for as an insurance, investment or service contract depending on the underlying nature of the 
agreement and if it meets the definition of an insurance, investment or service contract. For the accounting for these types of contracts, 
see the respective policy section in this Note. 
 
Property and Equipment 
Owner-occupied properties and all other items classified as property and equipment are carried at historical cost less accumulated 
depreciation and impairment.  
 
Borrowing costs incurred from the time of acquisition to the time when substantially all the activities necessary to prepare the qualifying 
asset for its intended use or sale are complete are capitalized as part of the cost of the property, while borrowing costs and repairs and 
maintenance incurred subsequent to the acquisition of the property are charged through operating expenses during the period in which 
they are incurred. Other subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the asset will flow to us and the cost of the asset can 
be measured reliably.  
 
Depreciation of property and equipment, excluding land which is not depreciated, is calculated using a straight-line method and the 
asset is amortized to its residual value over its estimated useful life as follows: 

 
Owner-occupied properties 25 to 49 years
Furniture, computers, other office equipment and leasehold improvements 2 to 10 years
 
The asset's residual value, useful life 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 
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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 impairment may be reversed. Gain and loss on disposal of property and equipment is determined by reference to its 
carrying amount and is recognized in the Consolidated Statements of Operations. 
 
Intangible Assets 
Intangible assets consist of finite-life intangible assets. Finite-life intangible assets are amortized on a straight-line basis over varying 
periods of up to 40 years, and are charged through operating expenses. The useful lives of finite-life intangible assets are reviewed 
annually, and the amortization is adjusted as necessary.  
 
Goodwill 
Goodwill represents the excess of the cost of an acquisition over the fair value of the net identifiable tangible and intangible assets of 
the acquired businesses. It is carried at original cost less any impairment subsequently incurred. Goodwill is assessed for impairment 
annually or more frequently if events or circumstances occur that may result in the recoverable amount of a cash generating unit 
(“CGU”) falling below its carrying value. A CGU is the smallest identifiable group of assets that generates cash inflows that are largely 
independent of cash inflows from other groups of assets. We exercise significant judgment in determining our CGUs. The factors 
considered in determining our CGUs include product cash inflows, product distribution, target markets and how management monitors 
and evaluates the operations. 
 
The goodwill balances are allocated to either individual or groups of CGUs that are expected to benefit from the synergies of the 
business combination. Goodwill impairment is quantified by comparing a CGU's carrying value to its recoverable amount, which is the 
higher of fair value less cost to sell and value in use. Impairment losses are recognized immediately and may not be reversed in future 
periods.  
 
Insurance Contract Liabilities 
Insurance contracts are contracts under which we accept significant insurance risk from a policyholder by agreeing to compensate the 
policyholder if a specified uncertain future event adversely affects the policyholder. The presence of significant insurance risk in 
individual contracts is assessed by reviewing books of contracts with homogeneous risk features.  
 
As discussed in the Segregated Funds section of this Note, certain insurance contracts under which the policyholder bears the risks 
associated with the underlying investments are classified as Insurance contracts for account of segregated fund holders in our 
Consolidated Statements of Financial Position.  
 
Insurance contract liabilities, including policy benefits payable and provisions for policyholder dividends, are determined in accordance 
with Canadian accepted actuarial practice and any requirements of OSFI. As confirmed by guidance provided by the Canadian Institute 
of Actuaries (“CIA”), the current Canadian Asset Liability Method (“CALM”) of valuation of insurance contract liabilities satisfies the 
IFRS 4 Insurance Contracts requirements for eligibility for use under IFRS. Under CALM, liabilities are set equal to the statement of 
financial position value of the assets required to support them. 
 
Some insurance contracts contain discretionary participation features (“DPF”), whereby the policyholder has the right to receive 
potentially significant additional benefits based on the actual investments and other experience on a block of similar contracts. IFRS 
allows the non-guaranteed, or participating, elements of such contracts to be classified as either a liability or as equity, depending on the 
nature of our obligation to the policyholder. The contracts issued by us contain constructive obligations to the policyholder with respect 
to the DPF of the contracts. We have therefore elected to classify these features as a liability, consistent with accounting treatment 
under CALM, and in accordance with guidance provided by the CIA.  
 
Derivatives embedded in insurance contracts are treated as separate derivatives and measured at fair value with changes in fair value 
recognized in income, except when the embedded derivative itself meets the definition of an insurance contract under IFRS, or when 
the risks and characteristics are closely related to those of the host contracts or when the derivative is the policyholder's option to 
surrender an insurance contract for a fixed amount or an amount based on a fixed amount and an interest rate. The derivatives that 
have not been separated are accounted for as insurance contract liabilities.  
 
Financial Liabilities 
 
Investment Contract Liabilities 
Contracts issued by us that do not transfer significant insurance risk, but do transfer financial risk from the policyholder to us, are 
financial liabilities and are accounted for as investment contracts. Service components of investment contracts are treated as service 
contracts. For further details on how service components of investment contracts are treated, see the Service Contracts accounting 
policy in this Note.  
 
Liabilities for investment contracts without DPF are measured at FVTPL or amortized cost. Contracts recorded at FVTPL are measured 
at fair value at inception and each subsequent reporting period. Contracts recorded at amortized cost are initially recognized at fair 
value, less transaction costs directly attributable to the issue of the contract. These liabilities are derecognized when the obligation of 
the contract is discharged, cancelled or expired. At each subsequent period, the contracts are measured at amortized cost using the 
effective interest method. Changes in fair value of investment contract liabilities recorded at FVTPL and amortization on contracts 
recorded at amortized cost are recorded as an Increase (decrease) in investment contract liabilities in our Consolidated Statements of 
Operations. Deposits collected from and payments made to contract holders are recorded as an Increase and decrease in investment 
contract liabilities in our Consolidated Statements of Financial Position.  



INFORMATION FOR VOTING POLICYHOLDERS 2013 

- 33 - 

As discussed in the Segregated Funds section of this Note, certain investment contracts under which the policyholder bears the risks 
associated with the underlying investments are classified as Investment contracts for account of segregated fund holders in the 
Consolidated Statements of Financial Position. 
 
The accounting for Investment contracts that contain DPF is described in the Insurance Contract Liabilities section of this Note. 
 
Other Liabilities 
Other liabilities include accounts payable, bond purchase agreements, senior financing, provisions, and deferred income and are 
measured at amortized cost. Deferred income arises from investment contracts where funds are received in advance of services 
provided.  
 
Innovative Capital Instruments, Subordinated Debt and Preferred Share Liabilities 
Innovative capital instruments, subordinated debt and preferred share liabilities are recorded at amortized cost using the effective 
interest method. Transaction costs are recorded as part of the liability and are recognized in income using the effective interest method. 
These liabilities are derecognized when the obligation of the contract is discharged, cancelled or expired. 
 
Service Contracts 
Contracts issued by us that do not transfer significant insurance risk and do not transfer financial risk from the policyholder to us are 
classified as service contracts. Service components of investment contracts are also accounted for as service contracts. Fee income 
earned from these contracts is described in the Premium and Fee Income Recognition accounting policy section of this Note. Deferred 
acquisition costs are described under the Other Assets accounting policy section of this Note. Where the cost of meeting the obligations 
of the contract exceed the economic benefits expected to be received under it, a provision is recognized in other liabilities. 
 
Segregated Funds 
Segregated funds are products for which we issue a contract where the benefit amount is directly linked to the fair value of the 
investments held in the particular segregated fund. Although the underlying assets are registered in our name 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 fund's investment performance. In addition, certain contracts include guarantees from us. We derive 
fee income from segregated funds, which is included in Fee income in our Consolidated Statements of Operations. Policyholder 
transfers between general funds and segregated funds are included in Net transfers to (from) segregated funds in the Consolidated 
Statements of Operations. Deposits to segregated funds are reported as increases in segregated funds liabilities and are not reported 
as revenues in our Consolidated Statements of Operations.  
 
Investments for Account of Segregated Fund Holders 
Investments for account of segregated fund holders are recorded separately from the Total general fund assets in our Consolidated 
Statements of Financial Position and are carried at fair value. Fair values are determined using quoted market values or, where quoted 
market values are not available, estimated fair values as determined by us.  
 
Insurance Contracts for Account of Segregated Fund Holders 
Insurance contracts for account of segregated fund holders are recorded separately from the Total general fund liabilities in our 
Consolidated Statements of Financial Position. Insurance contracts under which the segregated fund holders bear the risks associated 
with the underlying investments are classified as insurance contracts for account of segregated fund holders. The liabilities reported as 
insurance contracts for account of segregated fund holders are measured at the aggregate of the policyholder account balances. 
Changes in the fair value of the invested assets of the segregated funds are recorded in net realized and unrealized gains (losses) 
within the segregated fund and are not recorded in our Consolidated Statements of Operations. 
 
Other assets and liabilities associated with these insurance contracts, such as origination costs and the liabilities associated with 
guarantees provided by us, are included in general fund liabilities in Insurance contracts in the Consolidated Statements of Financial 
Position.  
 
Investment Contracts for Account of Segregated Fund Holders 
Investment contracts for account of segregated fund holders are recorded separately from the Total general fund liabilities in our 
Consolidated Statements of Financial Position. Investment contracts under which the segregated fund holders bear the risks associated 
with the underlying investments are classified as investment contracts for account of segregated fund holders. The liabilities reported as 
investment contracts for account of segregated fund holders are measured at the aggregate of the policyholder account balances.  
 
Other liabilities associated with these investment contracts, such as onerous contract provisions required for service components, are 
included with general fund liabilities in Investment contracts in the Consolidated Statements of Financial Position.  
 
Income Taxes 
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or 
paid to the taxation authorities. Deferred income tax is provided using the liability method on temporary differences at the statement of 
financial position date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. Current 
and deferred income tax relating to items recognized directly in equity is recognized in equity and not in our Consolidated Statements of 
Operations. Interest and penalties payable to taxation authorities are recorded in Operating expenses in our Consolidated Statements of 
Operations. 
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Deferred income tax assets and liabilities are calculated based on income tax rates and laws that are expected to apply when the 
liability is settled or the asset is realized, which are normally those enacted or considered substantively enacted at our Consolidated 
Statements of Financial Position dates. Deferred income tax assets are recognized for all deductible temporary differences, carry 
forward of unused tax credits and unused tax losses to the extent that it is probable that future taxable profit will be available against 
which the temporary differences can be utilized. Deferred income tax is provided on temporary differences arising on investments in 
subsidiaries, associates and joint ventures, except where we control the timing of the reversal of the temporary difference and it is 
apparent that the temporary difference will not reverse in the foreseeable future. No deferred income tax asset or liability is recognized 
in relation to temporary differences that arise from the initial recognition of an asset or liability in a transaction that is not a business 
combination and, at the time of the transaction, did not affect either the accounting profit or taxable profit or loss. Deferred income tax 
assets and deferred income tax liabilities are offset if a legally enforceable right exists to set off current tax assets against current tax 
liabilities, the deferred income taxes relate to the same legal entity and the same taxation authority and we intend either to settle on a 
net basis, or to realize the asset and settle the liability simultaneously. 
 
In determining the impact of taxes, we are required to comply with Canadian accepted actuarial practice and IFRS. CALM requires that 
all projected cash flows associated with insurance contract liabilities, including income taxes, be included in the determination of 
insurance contract liabilities. The insurance contract liabilities are therefore determined including all policy-related income tax effects on 
a discounted basis, and then adjusted for any related deferred income tax assets and liabilities held in accordance with IFRS. The net 
result of this adjustment is to leave the discounting effect of the deferred income taxes associated with temporary differences on policy-
related tax items in the insurance contract liabilities. 
 
Pension Plans and Other Post-Retirement Benefits 
For defined benefit plans the present value of the defined benefit obligation is calculated by independent actuaries using the projected 
unit credit method, and actuarial assumptions that represent best estimates of future variables that will affect the ultimate cost of these 
obligations. Plan assets are measured at fair value and are held in separate trustee administered funds. The difference between the fair 
value of the plan assets and the present value of the defined benefit obligation, adjusted for any historic unrecognized actuarial gains or 
losses and past service cost is recognized on the Consolidated Statements of Financial Position as an asset or liability. 
 
Actuarial gains and losses are accounted for using the corridor method. Actuarial gains and losses are amortized to income over the 
average remaining service period of active employees expected to receive benefits under the plan, but only to the extent that such gains 
or losses exceed 10% of the greater of plan assets or the benefit obligation at the beginning of the year.  
 
Dividends 
Dividends payable to holders of shares of Sun Life Assurance are recognized in the period in which they are authorized or approved.  
 
Premium and Fee Income Recognition 
Gross premiums for all types of insurance contracts excluding segregated fund contracts are generally recognized as revenue when 
due. 
 
Fee income includes fund management and other asset-based fees, commissions from intermediary activities, fees on service contracts 
and is recognized when services are rendered. 
 
Share-Based Payments 
Share-based payment plans based on the value of SLF Inc.'s common shares are accounted for as cash-settled share-based payment 
transactions. The total liabilities for these plans are computed based on the estimated number of awards expected to vest at the end of 
the vesting period. The liabilities are recomputed at the end of each reporting period and are measured at the fair value of the award at 
that reporting date. The liabilities are accrued and expensed on a straight-line basis over the vesting periods. The liabilities are paid in 
cash at the end of the vesting period.  
 
Related Party Transactions 
Our related parties include our parent company and its other subsidiaries, our associates and joint ventures, and our key management 
personnel. Transactions with related parties are accounted for in the same manner as transactions with unrelated parties with the 
exception of business combinations between us and our parent company or its other subsidiaries. For these transactions, the net assets 
acquired or sold are transferred at their carrying amount in the transferring entity, with any difference between the consideration paid or 
received and the carrying amount of the the net assets transferred recorded to retained earnings within equity. 
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2. Changes in Accounting Policies and Adjustments 
 

 
2.A Amended and New International Financial Reporting Standards 
 
Amended International Financial Reporting Standards Adopted in 2012 
The following amendments to existing standards were issued by the IASB and adopted by us in the current year. 
 
In October 2010, IFRS 7 Financial Instruments: Disclosures (“IFRS 7”) was amended to revise the disclosures related to transfers of 
financial assets. The revised disclosures will help users of financial statements evaluate the risk exposures relating to transfers of 
financial assets and the effect of those risks on an entity's financial position and provide transparency in the reporting of these 
transactions, particularly those that involve securitization of financial assets. The adoption of these amendments did not have a material 
impact on our Consolidated Financial Statements. 
 
In December 2010, IAS 12 Income Taxes was amended regarding deferred tax and the recovery of underlying assets. The amendments 
provide an approach for measuring deferred tax liabilities and deferred tax assets when investment properties are measured at fair 
value. These amendments were effective on January 1, 2012. The adoption of these amendments did not have a material impact on our 
Consolidated Financial Statements as these amendments are consistent with our current accounting policy. 
 
Amended and New International Financial Reporting Standards to be Adopted in 2013 
The following new standards and amendments to existing standards were issued by the IASB and are expected to be adopted by us in 
2013. 
 
In May 2011, IFRS 10 Consolidated Financial Statements (“IFRS 10”) was issued, which replaces the consolidation guidance in IAS 27 
Consolidated and Separate Financial Statements (“IAS 27”) and SIC-12 Consolidation-Special Purpose Entities. It defines the principle 
of control, establishes control as the basis for determining which entities are consolidated, and sets out the requirements for the 
preparation of consolidated financial statements. Under the standard, an investor controls an investee when it has power over the 
investee, exposure or rights to variable returns from its involvement with the investee, and the ability to use its power over the investee 
to affect the amount of the investor's returns. IFRS 10 is effective for annual periods beginning on or after January 1, 2013. We are 
currently assessing the impact that this standard may have on our Consolidated Financial Statements. We have not yet concluded on 
how IFRS 10 should be applied to the mutual funds within our segregated funds. Specific issues under discussion and interpretation 
internationally related to segregated funds include how to assess variable returns, how the level of legal segregation of a segregated 
fund would influence the consolidation assessment, and the presentation of a segregated fund on the consolidated financial statements 
if it is concluded that a fund should be consolidated. Since specific application issues are still being evaluated, we cannot reasonably 
estimate the impact, if any, that the adoption of this standard will have on our Consolidated Financial Statements in 2013. 
 
In May 2011, IFRS 11 Joint Arrangements (“IFRS 11”) was issued which replaces IAS 31 Interests in Joint Ventures. It requires a party 
to a joint arrangement to determine the type of arrangement in which it is involved by assessing its rights and obligations from the 
arrangement. It eliminates the option to use the proportionate consolidation method for joint ventures and requires that the equity 
method be applied to account for our investment in these entities. This standard is effective for annual periods beginning on or after 
January 1, 2013. We do not expect the adoption of this standard to have a material impact on our Consolidated Financial Statements. 
 
In May 2011, IFRS 12 Disclosure of Interests in Other Entities (“IFRS 12”) was issued, which applies to entities that have an interest in 
a subsidiary, a joint arrangement, an associate or an unconsolidated structured entity. IFRS 12 requires that an entity disclose 
information that enables users of financial statements to evaluate the nature of, and risks associated with, its interests in other entities 
and to evaluate the effects of those interests on its financial position, financial performance and cash flows. We will include these 
disclosures on our 2013 Consolidated Financial Statements. 
 
In June 2012, the IASB issued Consolidated Financial Statements, Joint Arrangements and Disclosure of Interests in Other Entities: 
Transition Guidance (Amendments to IFRS 10, IFRS 11 and IFRS 12). The amendments clarify the transition guidance in IFRS 10 and 
provide transitional relief for IFRS 10, IFRS 11 and IFRS 12 by limiting the comparative information requirements to only the preceding 
comparative period and by removing certain disclosure requirements for the comparative periods from IFRS 12. The effective date of 
these amendments is January 1, 2013, consistent with IFRS 10, 11 and 12 and we will apply these amendments when we adopt those 
standards in 2013. 
 
As a result of the issuance of IFRS 10, IFRS 11 and IFRS 12, both the current IAS 27 and IAS 28 Investments in Associates(“IAS 28”) 
were amended. The requirements related to separate financial statements will remain in IAS 27 while the requirements related to 
consolidated financial statements are replaced by IFRS 10. The disclosure requirements currently in IAS 28 are replaced with IFRS 12. 
The amendments are effective for annual periods beginning on or after January 1, 2013. The amendments to IAS 27 and IAS 28 are not 
expected to have a material impact on our Consolidated Financial Statements. 
 
In May 2011, IFRS 13 Fair Value Measurement was issued (“IFRS 13”). IFRS 13 defines fair value and sets out a single framework for 
measuring fair value when fair value is required by other IFRS standards. It also requires disclosures about fair value measurements 
and expands fair value disclosures to include non-financial assets. This standard is effective for quarterly and annual periods beginning 
on or after January 1, 2013. The adoption of IFRS 13 will result in additional disclosures but is not expected to have a material impact 
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on our Consolidated Financial Statements. 
 
In June 2011, IAS 19 Employee Benefits was amended. Under the amended standard, actuarial gains and losses will no longer be 
deferred or recognized in profit or loss, but will be recognized immediately in other comprehensive income. Past service costs will be 
recognized in the period of a plan amendment and the annual expense for a funded plan will include net interest expense or income 
using the discount rate applied to the net defined benefit asset or liability. The amendments also require changes to the presentation in 
the Consolidated Financial Statements and enhanced disclosures for defined benefit plans. This amended standard is effective for 
annual periods beginning on or after January 1, 2013. The impact of adoption on January 1, 2013 will decrease retained earnings and 
OCI by $29 and $110 respectively in our Consolidated Financial Statements. 
 
In June 2011, IAS 1 Presentation of Financial Statements was amended regarding the presentation of items in OCI. The amendments 
require separate presentation within OCI of items that are potentially reclassifiable to profit or loss subsequently and those that will not 
be reclassified to profit or loss. The amendments are effective for annual periods beginning on or after July 1, 2012. We will include 
these presentation amendments on our 2013 Consolidated Financial Statements. 
 
In December 2011, amendments to IFRS 7 were issued which require additional disclosures about the effects of offsetting financial 
assets and financial liabilities and related arrangements. The new disclosures will require entities to disclose gross amounts subject to 
rights of set off, amounts set off, and the related net credit exposure. The disclosures are intended to help investors understand the 
effect or potential effect of offsetting arrangements on a company's financial position. The new disclosures are effective for annual 
periods beginning on or after January 1, 2013. We do not expect the adoption of these amendments to have a significant impact on our 
Consolidated Financial Statements. 
 
In May 2012, the IASB issued Annual Improvements 2009-2011 Cycle, which includes amendments to five IFRSs. The annual 
improvements process is used to make necessary but non-urgent changes to IFRS that are not included as part of any other project. 
The amendments clarify guidance and wording or make relatively minor amendments to the standards that address unintended 
consequences, conflicts or oversights. The amendments issued as part of this cycle must be applied retrospectively and are effective for 
annual periods beginning on or after January 1, 2013. We do not expect the adoption of these amendments to have a significant impact 
on our Consolidated Financial Statements. 
 
Amended and New International Financial Reporting Standards to be Adopted in 2014 or 
Later 
The following new standards and amendments to existing standards were issued by the IASB and are expected to be adopted by us in 
2014 or later.  
 
In December 2011, amendments to IAS 32 Financial Instruments: Presentation were issued to clarify the existing requirements for 
offsetting financial assets and financial liabilities. The amendments are effective for annual periods beginning on or after January 1, 
2014. We are currently assessing the impact the adoption of these amendments will have on our Consolidated Financial Statements. 
 
In November 2009, IFRS 9 Financial Instruments (“IFRS 9”) was issued and subsequently amended in October 2010. The current IFRS 
9, which addresses the classification and measurement of financial assets and liabilities, is the first phase of the project to replace IAS 
39 Financial Instruments: Recognition and Measurement. It requires financial assets to be measured at fair value or amortized cost on 
the basis of their contractual cash flow characteristics and the entity's business model for managing the assets. It also changes the 
accounting for financial liabilities measured using the fair value option. In December 2011, the effective date was deferred to January 1, 
2015. The December amendments also provide relief from the requirements to restate comparative financial statements. We are 
currently monitoring the continuing IASB developments and changes relating to this standard and assessing the impact of the adoption 
of this standard may have on our Consolidated Financial Statements. 
 
In October 2012, Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27) was issued. The amendments apply to investment 
entities, which are entities that evaluate the performance of their investments on a fair value basis and whose business purpose is to 
invest funds solely for returns from capital appreciation, investment income or both. The amendments provide an exemption to the 
consolidation requirements in IFRS 10 for investment entities and require investment entities to measure certain subsidiaries at fair 
value through profit or loss rather than consolidate them. The amendments are effective from January 1, 2014 with early adoption 
permitted. The exemption from consolidation for investment entities is not retained by a non-investment entity parent, and as a result, 
we do not expect the adoption of this standard to have an impact on our Consolidated Financial Statements. 
 
2. B. Accounting Adjustment 
During 2012, we identified required adjustments for two prior period errors in our Insurance contract liability valuation models within the 
Sun Life Financial Canada (“SLF Canada”) and Sun Life Financial United States (“SLF U.S.”) segments. For SLF Canada the error 
resulted in an understatement in the cost of reinsurance for our non-participating contracts after tax of $47 of which $16 relates to prior 
to January 1, 2011. For SLF U.S. the error resulted in an understatement of projections of the future cost of mortality of $58 after tax. 
 
Adjustments have been made to Reinsurance assets, Deferred tax assets, Insurance contract liabilities and net income. These 
adjustments are not material to our Consolidated Financial Statements for each of the prior periods to which they relate, but adjusting 
for the cumulative impact of these errors in one reporting period would have materially impacted the results of the 2012 reporting period. 
Accordingly, we restated our Consolidated Statements of Operations and Consolidated Statements of Changes in Equity for the 
reporting periods to which they apply and our opening Consolidated Statement of Financial Position for the earliest comparative period 
presented January 1, 2011. 
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2.B.i Financial Statement Restatements 
The effects of these restatements on our Consolidated Statements of Operations are as follows: 

 

For the year December 31, 2011 
As previously 

published Restatement Restated 
Increase (decrease) in insurance contract liabilities  $ 6,954  $ 277  $ 7,231
Decrease (increase) in reinsurance assets  $ (301)  $ (150)  $ (451)
Income tax expense (benefit)  $ (52)  $ (38)  $ (90)
(Decrease) in net income   $ (89)  
 
The effects of these restatements on our Consolidated Statements of Financial Position are as follows: 

 

As at December 31, 2011 
As previously 

published Restatement Restated 
Assets       
Reinsurance assets  $ 5,426  $ 138  $ 5,564
Deferred tax assets  $ 805  $ 43  $ 848
    
Liabilities and equity       
Insurance contract liabilities  $ 85,548  $ 286  $ 85,834
Retained earnings and accumulated other comprehensive income  $ 7,017  $ (105)  $ 6,912
 
The effects of these restatements on our Consolidated Statements of Changes in Equity are as follows: 

 

 

Shareholder's 
retained 
earnings Total equity 

Balances, as at January 1, 2011 as previously published  $ 6,747  $ 10,312
Increase (decrease)  (16)  (16)
Balances restated as at January 1, 2011  $ 6,731  $ 10,296
    
Balances, as at December 31, 2011 as previously published  $ 6,759  $ 10,792
Increase (decrease)  (105)  (105)
Balances restated as at December 31, 2011  $ 6,654  $ 10,687
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3. Segmented Information 
 

 
We have four reportable segments: SLF Canada, SLF U.S., Sun Life Financial Asia (“SLF Asia”) and Corporate. These reportable 
segments operate in the financial services industry and reflect our management structure and internal financial reporting. Corporate 
includes the results of our U.K. business unit and our Corporate Support operations, which include run-off reinsurance operations as 
well as investment income, expenses, capital and other items not allocated to our other business groups.  
 
Revenues from our reportable segments are derived principally from life and health insurance and annuities. Revenues not attributed to 
the strategic business units are derived primarily from Corporate investments and earnings on capital. Transactions between segments 
are executed and priced on an arm's-length basis in a manner similar to transactions with third parties. These transactions consist 
primarily of internal financing agreements. They are measured at fair values prevailing when the arrangements are negotiated. Inter-
segment revenue consists of interest income and fee income and is presented in the consolidation adjustments column in the tables that 
follow. 
 
Intersegment transactions consist primarily of internal financing agreements which are measured at fair values prevailing when the 
arrangements are settled. Intersegment investment income consists primarily of interest paid by SLF U.S. to Corporate. Intersegment 
fee income is primarily service fees paid by SLF Canada to Corporate. 
 
Results by segment for the years ended December 31 are as follows: 

 

 SLF Canada SLF U.S. SLF Asia Corporate 
Consolidation 

adjustments Total 

2012             
Gross premiums:             

Annuities  $ 1,739 $ 282 $ — $ 233  $ — $ 2,254

Life insurance  3,318 2,053 660 104   — 6,135

Health insurance  3,550 1,371 10 10   — 4,941

Total gross premiums  8,607 3,706 670 347   — 13,330

Less: ceded premiums  4,725 497 31 24   — 5,277

Net investment income (loss) and interest 
income from loans to affiliates  3,367 1,446 778 736   (64) 6,263

Fee income  761 143 138 152   (13) 1,181

Total revenue  8,010 4,798 1,555 1,211   (77) 15,497

Less:         

Total benefits and expenses  7,162 4,378 1,390 1,132   (77) 13,985

Income tax expense (benefit)  59 110 36 (53 )  — 152

Total net income (loss)  $ 789 $ 310 $ 129 $ 132  $ — $ 1,360
     

2011             
Gross premiums:             

Annuities  $ 1,840 $ 398 $ — $ 202  $ — $ 2,440
Life insurance  3,249 1,882 674 116   — 5,921
Health insurance  3,376 1,392 9 10   — 4,787

Total gross premiums  8,465 3,672 683 328   — 13,148
Less: ceded premiums  4,551 500 49 27   — 5,127
Net investment income (loss) and interest 
income from loans to affiliates  4,976 2,151 684 1,039   (78) 8,772
Fee income  752 144 119 171   (20) 1,166

Total revenue  9,642 5,467 1,437 1,511   (98) 17,959
Less:             

Total benefits and expenses(1)  9,011  5,361  1,266  1,726   (98)  17,266

Income tax expense (benefit)(1)  —  57  33  (180 )  —  (90)

Total net income (loss)(1)  $ 631  $ 49  $ 138  $ (35)  $ —  $ 783
 
(1) Balances have been restated. Refer to Note 2. 
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Assets and liabilities by segment are as follows: 
 

 SLF Canada SLF U.S. SLF Asia Corporate 
Consolidation 

adjustments Total 

As at December 31, 2012             

Total general fund assets  $ 64,316  $ 27,839  $ 8,881  $ 11,845  $ (3)  $ 112,878

Investments for account of segregated fund 
holders  $ 51,478  $ 1,683  $ 1,625  $ 10,391  $ —  $ 65,177

Total general fund liabilities  $ 59,639  $ 25,710  $ 6,923  $ 8,825  $ (3)  $ 101,094
   
As at December 31, 2011   
Total general fund assets(1)  $ 61,425 $ 26,930 $ 8,122 $ 11,820  $ (164) $ 108,133
Investments for account of segregated fund 
holders  $ 47,245 $ 1,790 $ 1,198 $ 9,936  $ — $ 60,169

Total general fund liabilities(1)  $ 57,493 $ 24,776 $ 6,336 $ 9,005  $ (164) $ 97,446
 
(1) Balances have been restated. Refer to Note 2. 
 
The results of our reportable segments differ from geographic segments primarily due to segmenting the results of our Corporate 
segment. 
 
The following table shows revenue, net income (loss), assets and liabilities by country for Corporate:  

 
For the years ended December 31  2012 2011 
Revenue:     

United States  $ 120  $ 220
United Kingdom  1,079  1,336
Canada  (8)  (68)
Other Countries  20  23

Total Revenue  $ 1,211 $ 1,511
Total net income (loss):     

United States  $ 14  $ (38)
United Kingdom  213  156
Canada  (89)  (160)
Other Countries  (6)  7

Total net income (loss)  $ 132 $ (35)
 

As at December 31, 2012 2011 
Total general fund assets:     

United States  $ 2,074  $ 2,459
United Kingdom  8,973  8,635
Canada  694  618
Other Countries  104  108

Total general fund assets  $ 11,845 $ 11,820

Investment for account of segregated fund holders:   
United Kingdom  $ 10,391  $ 9,936

Total investment for account of segregated fund holders  $ 10,391 $ 9,936
Total general fund liabilities:   

United States  896  1,195
United Kingdom  7,647  7,620
Canada  186  101
Other Countries  96  89

Total general fund liabilities  $ 8,825 $ 9,005
 
Management considers its external customers to be the individual policyholders and as such we are not reliant on any individual 
customer. 
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4. Total Invested Assets and Related Net Investment Income 
 

 
We invest primarily in debt securities, equity securities, mortgages and loans, derivatives, other invested assets and investment 
properties.  
 
4.A Fair Value of Financial Assets 
The carrying values and fair values of our financial assets are shown in the following tables: 
 

As at December 31, 2012  
Carrying 

value Fair value 

Assets     

Cash, cash equivalents and short-term securities  $ 5,334  $ 5,334

Debt securities - fair value through profit or loss  43,287  43,287

Debt securities - available-for-sale  7,030  7,030

Equity securities - fair value through profit or loss  4,168  4,168

Equity securities - available-for-sale  825  825

Mortgages and loans  27,161  29,890

Derivative assets  2,036  2,036

Other invested assets - fair value through profit or loss(2)  579  579

Other invested assets - available-for-sale(2)   110  110

Policy loans  2,662  2,662

Total financial assets(1)  $ 93,192  $ 95,921

     
 
(1) Invested assets on our Consolidated Statements of Financial Position of $99,459 include total financial assets, Investment properties of $5,896, and 

Other invested assets -- non-financial assets of $371. 
(2) Other invested assets (FVTPL and AFS) include our investments in segregated funds, mutual funds and limited partnerships. 
 

 

As at December 31, 2011  
Carrying 

value Fair value 
Assets     

Cash, cash equivalents and short-term securities  $ 5,765  $ 5,765
Debt securities - fair value through profit or loss  42,119  42,119
Debt securities - available-for-sale  5,900  5,900
Equity securities - fair value through profit or loss  3,706  3,706
Equity securities - available-for-sale  809  809
Mortgages and loans  25,255  27,868
Derivative assets  2,131  2,131
Other invested assets - fair value through profit or loss(2)  576  576
Other invested assets - available-for-sale(2)   132  132
Policy loans  2,648  2,648

Total financial assets(1)  $ 89,041  $ 91,654
 
(1) Invested assets on our Consolidated Statements of Financial Position of $94,540 include total financial assets, Investment properties of $5,120, and 

other invested assets -- non-financial assets of $379. 
(2) Other invested assets (FVTPL and AFS) include our investments in segregated funds, mutual funds and limited partnerships. 
 
Derivative liabilities with a fair value of $603 ($700 as at December 31, 2011) are also included on the Consolidated Statements of 
Financial Position. 
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4.A.i Fair Value Methodologies and Assumptions 
The fair value of short-term securities is approximated by their carrying amount adjusted for credit risk where appropriate.  
 
The fair value of government and corporate debt securities is determined using quoted prices in active markets for identical or similar 
securities. When quoted prices in active markets are not available, fair value is determined using market standard valuation 
methodologies, which include discounted cash flow analysis, consensus pricing from various broker dealers that are typically the market 
makers, or other similar techniques. The assumptions and valuation inputs in applying these market standard valuation methodologies 
are determined primarily using observable market inputs, which include, but are not limited to, benchmark yields, reported trades of 
identical or similar instruments, broker-dealer quotes, issuer spreads, bid prices, and reference data including market research 
publications. In limited circumstances, non-binding broker quotes are used.  
 
The fair value of asset-backed securities is determined using quoted prices in active markets for identical or similar securities, when 
available, or valuation methodologies and valuation inputs similar to those used for government and corporate debt securities. Additional 
valuation inputs include structural characteristics of the securities, and the underlying collateral performance, such as prepayment 
speeds and delinquencies. Expected prepayment speeds are based primarily on those previously experienced in the market at 
projected future interest rate levels. In instances where there is a lack of sufficient observable market data to value the securities, non-
binding broker quotes are used.  
 
The fair value of equity securities is determined using quoted prices in active markets for identical securities or similar securities. When 
quoted prices in active markets are not available, fair value is determined using equity valuation models, which include discounted cash 
flow analysis and other techniques that involve benchmark comparison. Valuation inputs primarily include projected future operating 
cash flows and earnings, dividends, market discount rates, and earning multiples of comparable companies.  
 
The fair value of mortgages and loans, for disclosure purposes only, is determined by discounting the expected future cash flows using 
a current market interest rate applicable to financial instruments with similar yield, credit quality and maturity characteristics. Valuation 
inputs typically include benchmark yields and risk-adjusted spreads from current lending activities or loan issuances. 
 
The fair value of derivative financial instruments depends upon derivative types. The fair value of exchange-traded futures and options 
is determined using quoted prices in active markets, while the fair value of over-the-counter (“OTC”) derivatives is determined using 
pricing models, such as discounted cash flow analysis or other market standard valuation techniques, with primarily observable market 
inputs. Valuation inputs used to price OTC derivatives may include swap interest rate curves, foreign exchange spot and forward rates, 
index prices, the value of underlying securities, projected dividends, volatility surfaces, and in limited circumstances, counterparty 
quotes.  
 
The fair value of OTC derivative financial instruments also includes credit valuation adjustments ("CVA") to reflect the credit risk of both 
the derivative counterparty and ourselves as well as the impact of contractual factors designed to reduce our credit exposure, such as 
collateral and legal rights of offset under master netting agreements. Inputs into determining the appropriate CVA are typically obtained 
from publicly available information and include credit default swap spreads when available, credit spreads derived from specific bond 
yields, or published cumulative default experience data adjusted for current trends when credit default swap spreads are not available. 
 
The fair value of other invested assets is determined using quoted prices in active markets for identical securities or similar securities. 
When quoted prices in active markets are not available, fair value is determined using equity valuation models, which include 
discounted cash flow analysis and other techniques that involved benchmark comparison. Valuation inputs primarily include projected 
future operating cash flows and earnings, dividends, market discount rates, and earnings multiples of comparable companies. 
 
The fair value of investment properties is generally determined using property valuation models that are based on expected 
capitalization rates and models that discount expected future net cash flows at current market interest rates reflective of the 
characteristics, location and market of each property. Expected future net cash flows include contractual and projected cash flows, 
forecasted operating expenses and take into account interest, rental and occupancy rates derived from market surveys. The estimates 
of future cash inflows in addition to expected rental income from current leases, include projected income from future leases based on 
significant assumptions that are consistent with current market conditions. The future rental rates are estimated depending on the actual 
location, type and quality of the properties, and taking into account market data and projections at the valuation date. The fair values are 
typically compared to market-based information, including recent transactions involving comparable assets for reasonability. The 
methodologies and inputs used in these models are in accordance with real estate industry valuation standards. Valuations are 
prepared externally or internally by professionally accredited real estate appraisers. 
 
The fair value of investments for accounts of segregated fund holders is determined using quoted prices in active markets or 
independent valuation information provided by investment management. The fair value of direct investments within investments for 
accounts of segregated fund holders, such as short term securities, government and corporate debt securities, is determined according 
to valuation methodologies and inputs described above in the respective asset type sections. 
 
The methodologies and assumptions for determining the fair values of investment contract liabilities are included in Note 10.B. 
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4.A.ii Fair Value Hierarchy of Financial Instruments  
We categorize our financial instruments carried at fair value, based on the priority of the inputs to the valuation techniques used to 
measure fair value, into a three level fair value hierarchy as follows:  
 
Level 1: Fair value is based on unadjusted quoted prices for identical assets or liabilities in an active market. The types of financial 
instruments classified as Level 1 generally include cash and cash equivalents, certain U.S. government and agency securities, 
exchange traded equity securities and certain segregated and mutual fund units held for account of segregated fund holders. 
 
Level 2: Fair value is based on quoted prices for similar assets or liabilities in active markets, valuation that is based on significant 
observable inputs, or inputs that are derived principally from or corroborated with observable market data through correlation or other 
means. The types of financial instruments classified as Level 2 generally include Canadian federal, provincial and municipal 
government, other foreign government and corporate debt securities, certain asset-backed securities, OTC derivatives, and certain 
segregated and mutual fund units held for account of segregated fund holders. 
Level 3: Fair value is based on valuation techniques that require one or more significant inputs that are not based on observable market 
inputs. These unobservable inputs reflect our expectations about the assumptions market participants would use in pricing the asset or 
liability. The types of financial instruments classified as Level 3 generally include certain asset-backed securities, certain other invested 
assets, and investment contract liabilities.  
 
The following tables present our financial instruments that are carried at fair value by hierarchy level: 

 
As at December 31, 2012 Level 1 Level 2  Level 3 Total 

Assets         

Cash, cash equivalents and short-term securities $ 4,374 $ 960  $ — $ 5,334

Debt securities - fair value through profit or loss (1) 908 41,244  1,135 43,287

Debt securities - available-for-sale (1) 385 6,554  91 7,030

Equity securities - fair value through profit or loss 2,997 1,062  109 4,168

Equity securities - available-for-sale 724 101  — 825

Derivative assets 30 1,999  7 2,036

Other invested assets 97 45  547 689

Total invested assets $ 9,515 $ 51,965  $ 1,889 $ 63,369

Investments for account of segregated fund holders $ 23,426 $ 41,330  $ 212 $ 64,968

Total financial assets measured at fair value $ 32,941 $ 93,295  $ 2,101 $ 128,337

Liabilities  
Investment contract liabilities $ — $ 28  $ 7 $ 35

Derivative liabilities 50 537  16 603

Investment contracts for account of segregated fund holders 4,572 1,376  14 5,962

Total financial liabilities measured at fair value $ 4,622 $ 1,941  $ 37 $ 6,600
 
 (1) See tables below for further details. 
 
Debt securities - FVTPL consist of the following: 

 
As at December 31, 2012 Level 1 Level 2  Level 3 Total 

Canadian federal government  $ —  $ 1,810  $ —  $ 1,810

Canadian provincial and municipal government  —  9,592  26  9,618

U.S. government and agency  908  44  11  963

Other foreign government  —  4,524  18  4,542

Corporate  —  24,378  519  24,897

Asset-backed securities:     

Commercial mortgage-backed securities  —  203  527  730

Residential mortgage-backed securities  —  268  3  271

Collateralized debt obligations  —  27  17  44

Other  —  398  14  412

Total debt securities - fair value through profit or loss $ 908 $ 41,244  $ 1,135 $ 43,287
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Debt securities - AFS consist of the following: 
 

As at December 31, 2012 Level 1 Level 2  Level 3 Total 

Canadian federal government $ — $ 1,306  $ — $ 1,306

Canadian provincial and municipal government — 168  — 168

U.S. government and agency 385 1  — 386

Other foreign government — 390  — 390

Corporate — 4,332  71 4,403

Asset-backed securities:  

Commercial mortgage-backed securities — 61  12 73

Residential mortgage-backed securities — 185  — 185

Collateralized debt obligations — —  2 2

Other — 111  6 117

Total debt securities - available-for-sale $ 385 $ 6,554  $ 91 $ 7,030

 
As at December 31, 2011 Level 1 Level 2  Level 3  Total 

Assets  
Cash, cash equivalents and short-term securities $ 5,476 $ 289  $ —  $ 5,765
Debt securities - fair value through profit or loss (1) 1,650 39,286  1,183 42,119
Debt securities - available-for-sale(1) 340 5,476  84 5,900
Equity securities - fair value through profit or loss(2)  2,749 840  117 3,706
Equity securities - available-for-sale 720 89  — 809
Derivative assets 20 2,103  8 2,131
Other invested assets 106 42  560 708

Total invested assets(2)  $ 11,061 $ 48,125  $ 1,952  $ 61,138
Investments for account of segregated fund holders $ 22,473 $ 37,149  $ 272  $ 59,894
Total financial assets measured at fair value(2)  $ 33,534 $ 85,274  $ 2,224  $ 121,032
Liabilities  

Investment contract liabilities — 54  8 62
Derivative liabilities 43 626  31 700
Investment contracts for account of segregated fund holders 4,360 1,154  19 5,533

Total financial liabilities measured at fair value $ 4,403 $ 1,834  $ 58  $ 6,295
 
(1) See tables below for further details. 
(2) Certain securities have been reclassified to be consistent with the 2012 presentation. 
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Debt securities - FVTPL consist of the following: 
 

As at December 31, 2011 Level 1 Level 2  Level 3 Total 
Canadian federal government  $ — $ 2,288  $ — $ 2,288 
Canadian provincial and municipal government  — 9,266  30 9,296 
U.S. government and agency  1,650 57  — 1,707 
Other foreign government  — 4,871  19 4,890 
Corporate  — 22,038  440 22,478 
Asset-backed securities:    

Commercial mortgage-backed securities  — 238  536 774 
Residential mortgage-backed securities  — 154  2 156 
Collateralized debt obligations  — 22  21 43 
Other  — 352  135 487 

Total debt securities - fair value through profit or loss $ 1,650 $ 39,286  $ 1,183  $ 42,119
 
Debt securities - AFS consist of the following: 

 
As at December 31, 2011 Level 1 Level 2  Level 3 Total 

Canadian federal government $ — $ 1,194  $ — $ 1,194
Canadian provincial and municipal government — 214  — 214
U.S. government and agency 340 8  — 348
Other foreign government — 457  — 457
Corporate — 3,290  15 3,305
Asset-backed securities:  

Commercial mortgage-backed securities — 59  26 85
Residential mortgage-backed securities — 205  — 205
Collateralized debt obligations — —  5 5
Other — 49  38 87

Total debt securities - available-for-sale $ 340 $ 5,476  $ 84 $ 5,900
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The following table provides a reconciliation of the beginning and ending balances for financial instruments that are categorized in 
Level 3 for the year ended December 31, 2012: 

 

 
Beginning 

balance  

Included 
in net (1)

income (3)
Included 

in OCI (3) Purchases Sales Settlements 

Transfers 
into 

Level 3 (2)

Transfers 
(out) of  
Level 3 (2) 

Foreign 
currency  

translation (4) 
Ending 

balance  

Gains 
(losses) 

included in 
earnings 

relating to 
instruments 

still held at 
the reporting  

date (1)

Assets                      

Debt securities - 
fair value through 
profit or loss  $ 1,183  $ 24  $ (1)  $ 67 $ (59)  $ (109)  $ 186  $ (161)  $ 5  $ 1,135  $ 9

Debt securities - 
available-for-sale  84  7  (2)  47 (19)  (15)  21  (32)  —  91  (2)

Equity securities - 
fair value through 
profit or loss  117  6  —  10 (22)  —  —  —  (2)  109  7

Derivative assets  8  (1)  —  — —  —  —  —  —  7  —

Other invested 
assets  560  (4)  (4)  118 (121)  —  —  —  (2)  547  (11)

Total invested assets  $ 1,952  $ 32  $ (7)  $ 242 $ (221)  $ (124)  $ 207  $ (193)  $ 1  $ 1,889  $ 3

Investments for 
account of 
segregated fund 
holders  $ 272  $ 7  $ —  $ 37 $ (44)  $ (4)  $ —  $ (53)  $ (3)  $ 212  $ 1

Total Financial 
assets measured at 
fair value  $ 2,224  $ 39  $ (7)  $ 279 $ (265)  $ (128)  $ 207  $ (246)  $ (2)  $ 2,101  $ 4

Liabilities (5)                      

Investment 
contract liabilities  $ 8  $ —  $ —  $ — $ —  $ (1)  $ —  $ —  $ —  $ 7  $ —

Derivative 
liabilities  31  (9)  —  — —  (5)  —  —  (1)  16  —

Investment 
contracts for 
account of 
segregated fund-
holders  19  (1)  —  2 (4)  —  —  (2)  —  14  —

Total financial 
liabilities measured 
at fair value  $ 58  $ (10)  $ —  $ 2 $ (4)  $ (6)  $ —  $ (2)  $ (1)  $ 37  $ —
 
(1) Included within Net investment income (loss) in our Consolidated Statements of Operations.  
(2) Transfers into Level 3 occur when the inputs used to price the financial instrument lack observable market data and as a result, no longer meet the 

Level 1 or 2 definitions at the reporting date. In addition, transfers out of Level 3 occur when the pricing inputs become more transparent and satisfy the 
Level 1 or 2 criteria and are primarily the result of observable market data being available at the reporting date, thus removing the requirement to rely 
on inputs that lack observability. If a financial instrument is transferred into and out of Level 3 during the same period, it is not included in the above 
table. 

(3) Total gains and losses in net income (loss) and OCI are calculated assuming transfers into or out of Level 3 occur at the beginning of the period. For a 
financial instrument that transfers into Level 3 during the reporting period, the entire change in fair value for the period is included in the table above. 
For transfers out of Level 3 during the reporting period, the change in fair value for the period is excluded from the table above. 

(4) Foreign currency translation relates to the foreign exchange impact of translating from functional currencies of Level 3 financial instruments in foreign 
subsidiaries to Canadian dollars. 

(5) For liabilities, gains are indicated in negative numbers. 
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The following table provides a reconciliation of the beginning and ending balances for financial instruments that are categorized in 
Level 3 for the year ended December 31, 2011: 

 

 
Beginning 

balance  

Included  
in net (1) 

income (3) 
Included 

 in OCI (3) Purchases (6) Sales Settlements 

Transfers 
into  

Level 3 (2)

Transfers 
(out) of 

 Level 3 (2) 

Foreign 
currency  

translation (4) 
Ending 

balance  

Gains 
(losses) 

included in 
earnings 

relating to 
instruments 
still held at 

the 
reporting  

date (1)

Assets                       

Debt securities 
- fair value 
through profit or 
loss (1)  $ 1,088  $ (9)  $ —  $ 201 $ (146) $ (80) $ 205 $ (88)  $ 12  $ 1,183 $ 9
Debt securities 
- available-for-
sale (1)  62  —  —  43 (16) (7) 4 (2)  —  84 —
Equity 
securities - fair 
value through 
profit or loss  93  18  —  27 (1) (1) — (21)  2  117 17
Equity 
securities - 
available-for-
sale  4  —  —  — — (2) — (2)  —  — —

Derivative 
assets  5  4  —  — — — — (1)  —  8 —

Other invested 
assets  560  (8)  (1)  97 (89) — — —  1  560 (3)

Total invested 
assets  $ 1,812  $ 5  $ (1)  $ 368 $ (252) $ (90) $ 209 $ (114)  $ 15  $ 1,952 $ 23
Investments for 
account of 
segregated fund 
holders  $ 223  $ (7)  $ —  $ 47 $ (38) $ (7) $ 51 $ (1)  $ 4  $ 272 $ (3)
Total Financial 
instrument assets 
measured at fair 
value  $ 2,035  $ (2)  $ (1)  $ 415 $ (290) $ (97) $ 260 $ (115)  $ 19  $ 2,224 $ 20

Liabilities (5)       
Investment 
contract 
liabilities  $ 9  $ (3)  $ —  $ — $ — $ (1) $ — $ —  $ 3  $ 8 $ —

Derivative 
liabilities  23  5  —  19 — (14) — (3)  1  31 2

Investment 
contracts for 
account of 
segregated 
fund-holders  17  (2)  —  4 (5) — 5 —  —  19 —

Total financial 
instrument 
liabilities 
measured at fair 
value  $ 49  $ —  $ —  $ 23 $ (5) $ (15) $ 5 $ (3)  $ 4  $ 58 $ 2

 
(1) Included within Net investment income (loss) in our Consolidated Statements of Operations.  
(2) Transfers into Level 3 occur when the inputs used to price the financial instrument lack observable market data and as a result, no longer meet the 

Level 1 or 2 definitions at the reporting date. In addition, transfers out of Level 3 occur when the pricing inputs become more transparent and satisfy the 
Level 1 or 2 criteria and are primarily the result of observable market data being available at the reporting date, thus removing the requirement to rely 
on inputs that lack observability. If a financial instrument is transferred into and out of Level 3 during the same period, it is not included in the above 
table. 

(3) Total gains and losses in net income (loss) and OCI are calculated assuming transfers into or out of Level 3 occur at the beginning of the period. For a 
financial instrument that transfers into Level 3 during the reporting period, the entire change in fair value for the period is included in the table above. 
For transfers out of Level 3 during the reporting period, the change in fair value for the period is excluded from the table above. 

(4) Foreign currency translation relates to the foreign exchange impact of translating from functional currencies of Level 3 financial instruments in foreign 
subsidiaries to Canadian dollars. 

(5) For liabilities, gains are indicated in negative numbers. 
(6) Purchases of Investments for account of segregated fund holders and Derivative liabilities include issuances of $4 and $19, respectively.  
 



INFORMATION FOR VOTING POLICYHOLDERS 2013 

- 47 - 

4.B Interest and Other Investment Income 
Interest and other investment income consist of the following: 

 
For the years ended December 31,  2012 2011 
Interest income:     

Cash, cash equivalents and short-term securities  $ 34 $ 38
Debt securities - fair value through profit or loss  1,887 1,899
Debt securities - available-for-sale  205 229
Mortgages and loans  1,532 1,435
Derivative investments  102 72
Policy loans  150 146

Interest income  3,910 3,819
Equity securities - dividends on fair value through profit or loss  124 114
Equity securities - dividends on available-for-sale  17 14
Investment properties rental income(1)  577 528
Investment properties expenses  (273) (252)
Foreign exchange gains (losses)  (58) 77
Other income  177 153
Investment expenses and taxes  (128) (121)

Total interest and other investment income  $ 4,346 $ 4,332
 
(1) Comprised of operating lease rental income. 
 
4.C Change in Fair Value Through Profit or Loss Assets and Liabilities 
Change in fair value through profit or loss assets and liabilities recorded to net income for the years ended December 31 consist of the 
following: 

 
  2012 2011 
Cash, cash equivalents and short-term securities  $ (2)  $ 5
Debt securities  1,164  3,147
Equity securities  254  (301)
Derivative investments  (5)  1,110
Other invested assets  7  (4)
Investment properties  322  291
Total change in fair value through profit or loss assets and liabilities  $ 1,740  $ 4,248
 
4.D Cash, Cash Equivalents, and Short-Term Securities 
Cash, cash equivalents and short-term securities presented in the Consolidated Statements of Financial Position and Net cash, cash 
equivalents and short-term securities presented in the Consolidated Statements of Cash Flows consist of the following: 

 

As at 
December 31, 

2012 
December 31, 

2011 
Cash  $ 783 $ 924
Cash equivalents  1,597 1,547
Short-term securities  2,954 3,294
Cash, cash equivalents and short-term securities  5,334 5,765
Less: Bank overdraft, recorded in Other liabilities  3 64

Net cash, cash equivalents and short-term securities  $ 5,331 $ 5,701
 



INFORMATION FOR VOTING POLICYHOLDERS 2013 

- 48 - 

4.E Gross Unrealized Gains and Gross Unrealized Losses on Available-For-Sale Debt and 
Equity Securities 
Gross unrealized gains and gross unrealized losses included in accumulated OCI on AFS debt and equity securities are comprised as 
follows: 

 

As at December 31, 2012 
Amortized 

cost 

Gross 
unrealized 

gains 

Gross 
unrealized 

(losses) Fair value 

Debt securities:         

Canadian federal government  $ 1,307  $ 1  $ (2)  $ 1,306

Canadian provincial and municipal government  163  5  —  168

U.S. government and agency  386  1  (1)  386

Other foreign government  317  73  —  390

Corporate  4,166  247  (10)  4,403

Asset-backed securities:     

Commercial mortgage-backed securities  68  10  (5)  73

Residential mortgage-backed securities  180  5  —  185

Collateralized debt obligations  3  —  (1)  2

Other  116  1  —  117

Total debt securities  6,706  343  (19)  7,030

Equity securities  742  94  (11)  825

Total debt and equity securities  $ 7,448  $ 437  $ (30)  $ 7,855

 

As at December 31, 2011 
Amortized 

cost 

Gross 
unrealized 

gains 

Gross 
unrealized 

(losses) Fair Value 

Debt securities:         
Canadian federal government  $ 1,190 $ 5  $ (1) $ 1,194
Canadian provincial and municipal government  202 12  — 214
U.S. government and agency  340 8  — 348
Other foreign government  388 69  — 457
Corporate  3,162 186  (43) 3,305
Asset-backed securities:   

Commercial mortgage-backed securities  80 13  (8) 85
Residential mortgage-backed securities  198 8  (1) 205
Collateralized debt obligations  5 —  — 5
Other  87 —  — 87

Total debt securities  5,652 301  (53) 5,900

Equity securities  755 88  (34) 809

Total debt and equity securities  $ 6,407 $ 389  $ (87) $ 6,709
 
4.F Derivative Financial Instruments and Hedging Activities 
The fair values of derivative financial instruments by major class of derivatives are shown in the following table: 

 
As at  December 31, 2012  December 31, 2011 

  Fair value  Fair value 

 Assets Liabilities  Assets Liabilities 
Interest rate contracts  $ 1,699 $ (408)  $ 1,810 $ (457)
Foreign exchange contracts  285 (129)  294 (159)
Other contracts  52 (66)  27 (84)

Total derivatives  $ 2,036 $ (603)  $ 2,131 $ (700)
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The following table presents the fair values of derivative assets and liabilities categorized by derivatives designated as hedges for 
accounting purposes and those not designated as hedges: 

 
    Fair value 

As at December 31, 2012 
Total notional 

amount  Assets Liabilities 

Derivative investments (1)  $ 39,126  $ 2,027  $ (596)

Fair value hedges  99  —  —
Cash flow hedges  104  9  (7)

Net investment hedges  —  —  —

Total derivatives  $ 39,329  $ 2,036  $ (603)
 
(1) Derivative investments are derivatives that have not been designated as hedges for accounting purposes. 

 
    Fair value 

As at December 31, 2011 
Total notional 

amount  Assets Liabilities 
Derivative investments (1)  $ 35,148  $ 2,129  $ (675)
Fair value hedges  91  —  —
Cash flow hedges  108  2  (25)
Net investment hedges  —  —  —

Total derivatives  $ 35,347  $ 2,131  $ (700)
 
(1) Derivative investments are derivatives that have not been designated as hedges for accounting purposes. 
 
Additional information on the derivatives designated as hedges for accounting purposes is included in the following sections. 

 
Hedge ineffectiveness recognized in Interest and other investment income is comprised of the following: 

 
For the years ended December 31,  2012 2011 

Fair value hedging ineffectiveness:     
(Losses) gains on the hedged items attributable to the hedged risk  $ (1)  $ 2
Gains (losses) on the hedging derivatives  1  (2)

Net ineffectiveness on fair value hedges  —  —
Net investment in foreign operations hedge ineffectiveness  —  —
Cash flow hedging ineffectiveness (1)  —  —

Total hedge ineffectiveness  $ —  $ —
 
(1) Cash flow hedges include equity forwards hedging the variation in the cash flows associated with the anticipated payments expected to occur in 2013, 

2014, and 2015 under certain share-based payment plans. The amounts included in accumulated OCI related to the equity forwards are reclassified to 
net income as the liability is accrued for the share-based payment plan over the vesting period. We expect to reclassify gains of $1 from accumulated 
OCI to net income within the next 12 months. 

 
4.G Investment Properties 
Changes in investment properties are as follows: 

 
For the years ended December 31,  2012 2011 
Balance as at January 1  $ 5,120 $ 4,371
Additions  898 555
Leasing commissions and tenant inducements, amortization  (36) (17)
Fair value gains (losses)  243 287
Disposals  (300) (111)
Transfers from property and equipment  — 6
Foreign exchange rate movements  (29) 29

Balance as at December 31  $ 5,896 $ 5,120
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4.H Securities Lending 
The Company engages in securities lending to generate additional income. Certain securities from its portfolio are loaned to other 
institutions for short periods. Collateral, which exceeds the fair value of the loaned securities, is deposited by the borrower with a lending 
agent, usually a securities custodian, and maintained by the lending agent until the underlying security has been returned to us. The fair 
value of the loaned securities is monitored on a daily basis with additional collateral obtained or refunded as the fair values fluctuate. 
Certain arrangements allow us to invest the cash collateral received for the securities loaned. As at December 31, 2012, the Company 
loaned securities, which are included in invested assets, with a carrying value and fair value of approximately $730 ($746 on December 31, 
2011) for which the collateral held was $771 ($784 on December 31, 2011). 
 
 

5. Financial Instrument Risk Management 
 

 
The significant risks related to financial instruments are credit risk, liquidity risk and market risk (currency, interest rate and spread risk 
and equity). The following sections describe how we manage each of these risks. 
 
We use derivative instruments to manage risks related to interest rate, equity market and currency fluctuations and in replication 
strategies for permissible investments. We do not engage in speculative investment in derivatives. The gap in market sensitivities or 
exposures between liabilities and supporting assets is monitored and managed within defined tolerance limits by, where appropriate, the 
use of derivative instruments. Models and techniques are used by us to measure the continuing effectiveness of our risk management 
strategies. 
 
5.A. Credit Risk 
 
Risk Description 
Credit risk is the risk of loss from amounts owed by our financial counterparties. We are subject to credit risk in connection with issuers 
of securities held in our investment portfolio, debtors (e.g., mortgagors), structured securities, reinsurers, derivative counterparties, other 
financial institutions (e.g., amounts held on deposit) and other entities. Losses may occur when a counterparty fails to make timely 
payments pursuant to the terms of the underlying contractual arrangement or when the counterparty's credit rating or risk profile 
otherwise deteriorates. Credit risk can also arise in connection with deterioration in the value of or ability to realize on any underlying 
security that may be used to collateralize the debt obligation. Credit risk can occur at multiple levels, as a result of broad economic 
conditions, challenges within specific sectors of the economy, or from issues affecting individual companies. Events that result in 
defaults, impairments or downgrades of the securities in our investment portfolio would cause the Company to record realized or 
unrealized losses and increase our provisions for asset default, adversely impacting earnings.  
 
Credit Risk Management Governance and Control 
Key controls utilized in the management and measurement of credit risk are outlined below: 

 
• Enterprise risk appetite and tolerance limits have been established for credit risk 
• Ongoing monitoring and reporting of credit risk sensitivities against pre-established risk tolerance limits 
• Detailed credit risk management policies, guidelines and procedures  
• Specific investment diversification requirements such as defined investment limits for asset class, geography and industry  
• Risk-based credit portfolio, counterparty and sector exposure limits  
• Mandatory use of credit quality ratings for portfolio investments which are established and reviewed regularly 
• Independent adjudication of new fixed income investment internal rating decisions and ongoing reviews of the in-force portfolio 

internal rating decisions 
• Comprehensive due diligence processes and ongoing credit analyses  
• Regulatory solvency requirements that include risk-based capital requirements 
• Comprehensive compliance monitoring practices and procedures including reporting against pre-established investment limits 
• Reinsurance exposures are monitored to ensure that no single reinsurer represents an undue level of credit risk 
• Stress-testing techniques, such as Dynamic Capital Adequacy Testing ("DCAT"), are used to measure the effects of large and 

sustained adverse credit developments 
• Insurance contract liability provisions are established in accordance with standards set forth by the Canadian actuarial standards of 

practice 
• Target capital levels exceed regulatory minimums  
• Active credit risk governance including independent monitoring and review and reporting to senior management and the Board of 

Directors 
 
5.A.i Maximum Exposure to Credit Risk  
Our maximum credit exposure related to financial instruments as at December 31 is the balance as presented in our Consolidated 
Statements of Financial Position as we believe that these carrying amounts best represent the maximum exposure to credit risk. The 
credit exposure for debt securities may be increased to the extent that the amounts recovered from default are insufficient to satisfy the 
actuarial liability cash flows that the assets are intended to support.  
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The positive fair value of derivative assets is used to determine the credit risk exposure if the counterparties were to default. The credit 
risk exposure is the cost of replacing, at current market rates, all derivative contracts with a positive fair value. Additionally, we have 
credit exposure to items not on the Consolidated Statements of Financial Position as follows: 

 
As at December 31, 2012 2011 
Off-balance sheet items:     

Loan commitments (1)  $ 707  $ 765
Guarantees  156  182

Total off-balance sheet items  $ 863  $ 947
 
(1)  Loan commitments include commitments to extend credit under commercial and residential mortgages and private debt securities not quoted in an 

active market. Commitments on debt securities contain provisions that allow for withdrawal of the commitment if there is deterioration in the credit 
quality of the borrower. 

 
5.A.ii Right of Offset and Collateral 
During the normal course of business, we invest in financial assets secured by real estate properties, pools of financial assets, third-
party financial guarantees, credit insurance and other arrangements.  
 
In the case of OTC derivatives collateral is collected from and pledged to counterparties to manage credit exposure according to the 
Credit Support Annexes (“CSA”), which forms part of the International Swaps and Derivatives Association's (“ISDA”) master 
agreements. It is common practice to execute a CSA in conjunction with an ISDA master agreement. Under the ISDA master 
agreements for OTC derivatives, we have a right of offset in the event of default, insolvency, bankruptcy or other early termination. In 
the ordinary course of business, bilateral OTC exposures under these agreements are substantially mitigated through associated 
collateral agreements with a majority of our counterparties.  
 
In the case of exchange-traded derivatives subject to derivative clearing agreements with the exchanges and clearinghouses, there is 
no provision for set-off at default.  
 
5.A.iii Concentration Risk 
Concentrations of credit risk arise from exposures to a single debtor, a group of related debtors or groups of debtors that have similar 
credit risk characteristics, such as groups of debtors in the same economic or geographic regions or in similar industries. The financial 
instrument issuers have similar economic characteristics so that their ability to meet contractual obligations may be impacted similarly 
by changes in the economic or political conditions. We manage this risk by appropriately diversifying our investment portfolio through 
the use of concentration limits. In particular, we maintain policies which set counterparty exposure limits to manage the credit exposure 
for investments in any single issuer or to the same underlying credit. Exceptions exist for investments in securities which are issued or 
guaranteed by the Government of Canada, United States or United Kingdom and issuers for which the Board has granted specific 
approval. Mortgages are collateralized by the related property, and generally do not exceed 75% of the value of the property at the time 
the original loan is made. Our mortgages and loans are diversified by type and location and, for mortgages, by borrower. Loans provide 
diversification benefits (name, industry and geography) and often provide stronger covenants and collateral than public debt securities, 
thereby providing both better credit protection and potentially higher recoveries in the event of default. 
 
The following tables provide details of the debt securities, mortgages and loans held by issuer country, geographic location and industry 
sector where applicable.  
 
The carrying value of debt securities by geographic location is shown in the following tables. The geographic location is based on the 
country of the creditor's parent. 
 

As at December 31, 2012 

Fair value 
through profit 

or loss 
Available-for- 

sale 
Total debt 
securities 

Canada  $ 18,186  $ 2,437  $ 20,623
United States  12,718  2,989  15,707
United Kingdom  5,243  287  5,530
Other  7,140  1,317  8,457
Balance $ 43,287  $ 7,030 $ 50,317

       

As at December 31, 2011 

Fair value 
through profit 

or loss 
Available-for-

sale 
Total debt 
securities 

Canada $ 18,352  $ 1,967 $ 20,319
United States 12,128  2,646 14,774
United Kingdom 5,141  254 5,395
Other 6,498  1,033 7,531
Balance $ 42,119  $ 5,900 $ 48,019
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The carrying value of debt securities by issuer and industry sector is shown in the following tables: 
 

As at December 31, 2012 

Fair value 
through profit 

or loss 
Available-for- 

sale 
Total debt 
securities 

Debt securities issued or guaranteed by:       

Canadian federal government  $ 1,810  $ 1,306  $ 3,116

Canadian provincial and municipal government  9,618  168  9,786

U.S. government and agency  963  386  1,349

Other foreign government  4,542  390  4,932

Total government issued or guaranteed debt securities  16,933  2,250  19,183

Corporate debt securities by industry sector:       

Financials  6,619  1,517  8,136

Utilities and energy  8,079  818  8,897

Telecommunication services  1,378  269  1,647

Consumer staples and discretionary  4,642  968  5,610

Industrials  2,233  386  2,619

Other  1,946  445  2,391

Total corporate debt securities  24,897  4,403  29,300

Asset-backed securities  1,457  377  1,834

Total debt securities  $ 43,287  $ 7,030  $ 50,317
    

As at December 31, 2011 

Fair value 
through profit 

or loss 
Available-for-

sale 
Total debt 
securities 

Debt securities issued or guaranteed by:       

Canadian federal government  $ 2,288  $ 1,194  $ 3,482
Canadian provincial and municipal government  9,296  214  9,510
U.S. government and agency  1,707  348  2,055
Other foreign government  4,890  457  5,347

Total government issued or guaranteed debt securities  18,181  2,213  20,394
Corporate debt securities by industry sector:    

Financials  6,360  1,187  7,547
Utilities and energy  7,042  607  7,649
Telecommunication services  1,351  184  1,535
Consumer staples and discretionary  4,276  624  4,900
Industrials  1,848  296  2,144
Other  1,601  407  2,008

Total corporate debt securities  22,478  3,305  25,783
Asset-backed securities  1,460  382  1,842

Total debt securities  $ 42,119  $ 5,900  $ 48,019
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The carrying value of mortgages and loans by geographic location is shown in the following tables. The geographic location for 
mortgages is based on location of property, while for corporate loans it is based on the country of the creditor's parent. Residential 
mortgages include mortgages for both single and multiple family dwellings. 

 

As at December 31, 2012 Residential 
Non-

residential  Loans Total 

Canada  $ 1,882  $ 5,563  $ 9,904  $ 17,349

United States  300  4,208  3,389  7,897

United Kingdom  —  22  415  437

Other  —  —  1,478  1,478

Total mortgages and loans  $ 2,182  $ 9,793  $ 15,186  $ 27,161

    

As at December 31, 2011 Residential 
Non-

residential  Loans Total 
Canada  $ 2,006  $ 5,476  $ 9,093  $ 16,575
United States  168  4,184  2,705  7,057
United Kingdom  —  24  190  214
Other  —  —  1,409  1,409
Total mortgages and loans  $ 2,174  $ 9,684  $ 13,397  $ 25,255
 
5.A.iv Contractual Maturities of Mortgages, Debt Securities and Derivatives 
The contractual maturities of debt securities are shown in the tables below. Debt securities that are not due at a single maturity date are 
included in the table in the year of final maturity. Actual maturities could differ from contractual maturities because of the borrower's right 
to call or extend or right to prepay obligations, with or without prepayment penalties.  

 

As at December 31, 2012 

Fair value 
through profit 

or loss 
Available-for- 

sale 
Total debt 
securities 

Due in 1 year or less  $ 1,644  $ 1,476  $ 3,120

Due in years 2-5  7,318  2,762  10,080

Due in years 6-10  7,191  1,409  8,600

Due after 10 years  27,134  1,383  28,517

Total debt securities  $ 43,287  $ 7,030  $ 50,317

    

As at December 31, 2011 

Fair value 
through profit 

or loss 
Available-for- 

sale 
Total debt 
securities 

Due in 1 year or less  $ 2,111  $ 641  $ 2,752
Due in years 2-5  6,716  2,305  9,021
Due in years 6-10  7,895  1,291  9,186
Due after 10 years  25,397  1,663  27,060
Total debt securities  $ 42,119  $ 5,900  $ 48,019
 
The carrying value of mortgages by scheduled maturity, before allowance for losses, is comprised as follows: 

 

As at 
December 31, 

2012 
December 31, 

2011 
Due in 1 year or less  $ 941  $ 874
Due in years 2-5  4,961  4,793
Due in years 6-10  3,737  3,818
Due after 10 years  2,415  2,512
Total mortgages  $ 12,054  $ 11,997
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The carrying value of loans by scheduled maturity, before allowances for losses, is comprised as follows: 
 

As at 
December 31, 

2012 
December 31, 

2011 
Due in 1 year or less  $ 837  $ 815
Due in years 2-5  4,019  4,151
Due in years 6-10  3,332  2,963
Due after 10 years  7,017  5,492
Total loans  $ 15,205  $ 13,421
 
Notional amounts of derivative financial instruments are the basis for calculating payments and are generally not the actual amounts 
exchanged. The following tables provide the notional amounts of derivative instruments outstanding by type of derivative and term to 
maturity: 

 
  Term to Maturity 

As at December 31, 2012 Under 1 Year 1 to 5 Years Over 5 Years Total 

Over-the-counter contracts:         

Interest rate contracts:         

Swap contracts  $ 455  $ 3,403  $ 9,385  $ 13,243

Options purchased  186  2,780  3,735  6,701

Options written (1)  —  1,191  992  2,183

Foreign exchange contracts:         

Forward contracts  2,962  —  157  3,119

Swap contracts  272  3,089  5,477  8,838

Other contracts:         

Options purchased  1  2  —  3

Forward contracts  57  104  —  161

Swap contracts  95  11  —  106

Options written  —  —  —  —
Credit derivatives  10  324  8  342

Exchange-traded contracts:        

Interest rate contracts:     

Future contracts  1,110  —  —  1,110

Foreign exchange contracts:         

Futures contracts  102  —  —  102

Equity contracts:         

Futures contracts  3,040  —  —  3,040

Options purchased  381  —  —  381

Options written  —  —  —  —
Total notional amount  $ 8,671  $ 10,904  $ 19,754  $ 39,329
 
(1) These are covered short derivative positions that may include interest rate options, swaptions or floors. 
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  Term to Maturity 

As at December 31, 2011 Under 1 Year 1 to 5 Years Over 5 Years Total 

Over-the-counter contracts:         
Interest rate contracts         

Swap contracts  $ 553 $ 3,008  $ 9,440 $ 13,001
Options purchased  218 2,099  3,798 6,115
Options written (1)  — 815  1,427 2,242

Foreign exchange contracts:         
Forward contracts  1,812 —  161 1,973
Swap contracts  245 2,032  4,813 7,090

Other contracts:         
Options purchased  113 —  — 113
Forward contracts  63 88  — 151
Swap contracts  96 31  — 127
Options written  — —  — —
Credit derivatives  — 148  — 148

Exchange-traded contracts:         
Interest rate contracts:         

Future contracts  1,014 —  — 1,014
Foreign exchange contracts:         

Futures contracts  103 —  — 103
Equity contracts:         

Futures contracts  2,992 —  — 2,992
Options purchased  257 —  — 257
Options written  21 —  — 21

Total notional amount  $ 7,487 $ 8,221  $ 19,639 $ 35,347
 
(1) These are covered short derivative positions that may include interest rate options, swaptions or floors. 
 
The following tables provide the fair value of derivative instruments outstanding by term to maturity: 

 
As at December 31, 2012  Term to maturity 

 Under 1 Year 1 to 5 Years Over 5 Years Total 

Derivative assets  $ 72 $ 414  $ 1,550 $ 2,036

Derivative liabilities  $ (64) $ (110)  $ (429) $ (603)

         

As at December 31, 2011  Term to maturity 

 Under 1 Year 1 to 5 Years Over 5 Years Total 
Derivative assets  $ 94 $ 321  $ 1,716 $ 2,131

Derivative liabilities  $ (33) $ (161)  $ (506) $ (700)
 

5.A.v Asset Quality 
The following sections describe our assessment of the credit quality of our financial assets. We monitor credit quality based on internal 
risk ratings as well as ratings assigned by external rating agencies where available. 
 
Debt Securities by Credit Rating 
Investment grade debt securities are those rated BBB and above. Our debt security portfolio was 98% investment grade based on 
carrying value as at December 31, 2012 (98% as at December 31, 2011). The carrying value of debt securities by credit rating is shown 
in the following tables: 
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As at December 31, 2012 

Fair value 
through profit 

or loss 
Available-for-

sale debt 
Total debt 
securities 

Debt securities by credit rating (1)  

AAA $ 6,178  $ 2,122 $ 8,300

AA 9,465  717 10,182

A 14,481  1,968 16,449

BBB 12,350  2,126 14,476

BB and lower 813  97 910

Total debt securities $ 43,287  $ 7,030 $ 50,317

  

As at December 31, 2011 

Fair value 
through profit 

or loss 
Available-for-

sale debt 
Total debt 
securities 

Debt securities by credit rating (1)  
AAA $ 8,049  $ 2,029 $ 10,078
AA 9,604  429 10,033
A 13,177  1,495 14,672
BBB 10,507  1,841 12,348
BB and lower 782  106 888

Total debt securities $ 42,119  $ 5,900 $ 48,019
 
(1) Local currency denominated sovereign debts of certain developing countries, used in backing local liabilities, have been classified as investment grade. 
 
Mortgages and Loans by Credit Rating 
The credit quality of mortgages and loans is evaluated internally through regular monitoring of credit related exposures. We use 
judgment and experience to determine what factors should be considered when assigning an internal credit rating, which is validated 
through the use of credit scoring models, to a particular mortgage or corporate loan. The internal credit ratings reflect the credit quality 
of the borrower as well as the value of any collateral held as security. 
 
The following tables summarize our mortgages and loans by credit quality indicator: 
 
Mortgages by Credit Rating  

 

As at December 31, 2012 2011 
Insured  $ 1,558 $ 1,680
AAA  1 —
AA  802 661
A  1,812 1,499
BBB  4,122 3,723
BB and lower  3,558 4,013
Impaired  122 282

Total mortgages  $ 11,975 $ 11,858
 
 
Loans by Credit Rating  

 

As at December 31, 2012 2011 
AAA  $ 384 $ 253
AA  1,782 1,193
A  7,577 6,828
BBB  5,097 4,756
BB and lower   322 331
Impaired  24 36

Total  $ 15,186 $ 13,397
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Derivative Financial Instruments by Counterparty Credit Rating 
Derivative instruments are either OTC contracts negotiated between counterparties or exchange-traded, some of which are daily settled. 
Since counterparty failure in an OTC derivative transaction could render it ineffective for hedging purposes, we generally transact our 
derivative contracts with highly rated counterparties. In limited circumstances, we will enter into transactions with lower rated 
counterparties if credit enhancement features are included.  
 
We pledge and hold assets as collateral under CSAs for bilateral OTC derivatives. The collateral is realized in the event of early 
termination as defined in the agreements.  
 
Under derivative clearing agreements for exchange traded derivatives, we are required to pledge initial margin, an amount set by the 
Exchanges and Clearinghouses and required to be deposited with them to buy or sell contracts. Additional margin is settled daily under 
these agreements. 
 
As at December 31, 2012 we had assets of $140 ($245 as at December 31, 2011) pledged as collateral for derivative contracts. The 
assets pledged are cash and debt securities issued by the Canadian federal government and U.S. government and agencies. 
 
As at December 31, 2012, we held collateral assets with a fair value of $1,672 ($1,249 as at December 31, 2011 under certain 
derivative contracts. The assets held are primarily cash and debt securities issued by the Canadian federal government and U.S. 
government and agencies. While we are generally permitted to sell or re-pledge the assets held as collateral, we have not sold or re-
pledged any assets. The terms and conditions related to the use of the collateral are consistent with industry practice. 
 
The following tables show the OTC derivative financial instruments with a positive fair value split by counterparty credit rating: 

 

As at December 31, 2012 

Gross positive 
replacement 

 cost(2)

Impact of 
master netting 

 agreements(3) 

Net 
replacement 

 cost(4)

Over-the-counter contracts:       

AA  $ 269  $ (67) $ 202

A  1,240  (203) 1,037

BBB  497  (14) 483

Total OTC derivatives(1)  $ 2,006  $ (284) $ 1,722

       

As at December 31, 2011 

Gross positive 
replacement 

 cost(2)

Impact of  
master netting 

 agreements(3) 

Net 
replacement 

 cost(4)

Over-the-counter contracts:       
AA  $ 395  $ (152)  $ 243
A  1,708  (296)  1,412
BBB  9  (9)  —

Total OTC derivatives(1)  $ 2,112  $ (457)  $ 1,655
 
(1) Exchange traded derivatives with a positive fair value of $30 ($19 in 2011) are excluded from the table above, as they are subject to daily margining 

requirements. Our credit exposure on these derivatives is with the exchanges and clearinghouses. 
(2) Used to determine the credit risk exposure if the counterparties were to default. The credit risk exposure is the cost of replacing, at current market rates, 

all contracts with a positive fair value. 
(3) The credit risk associated with derivative assets subject to master netting arrangements is reduced by derivative liabilities due to the same counterparty 

in the event of default or early termination. Our overall exposure to credit risk reduced through master netting arrangements may change substantially 
following the reporting date as the exposure is affected by each transaction subject to the arrangement.  

(4) Net replacement cost is positive replacement cost less the impact of master netting agreements. 
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Reinsurance Counterparties Exposure by Credit Rating 
The following is the potential maximum exposure to loss based on ceded reserves and outstanding claims. The ratings are those 
assigned by external ratings agencies where available. 

 
As at December 31, 2012 Gross exposure Collateral Net exposure 

Ceded to related parties  $ 2,368  

AAA $ —  $ — $ —
AA 1,499  2 1,497

A 667  139 528

BB 869  856 13

Not rated 197  37 160

Total $ 3,232  $ 1,034 $ 2,198

  

As at December 31, 2011 Gross exposure Collateral Net exposure 
Ceded to related parties  $ 2,229  
AAA $ 1  $ 1 $ —
AA 1,922  340 1,582
A 285  2 283
BB 855  838 17
Not rated 272  83 189

Total $ 3,335  $ 1,264 $ 2,071
 
5.A.vi Impairment of Assets 
Management assesses debt and equity securities, mortgages and loans and other invested assets for objective evidence of impairment 
at each reporting date. We employ a portfolio monitoring process to identify assets or groups of assets that have objective evidence of 
impairment, having experienced a loss event or events that have an impact on the estimated future cash flows of the asset or group of 
assets. There are inherent risks and uncertainties in our evaluation of assets or groups of assets for objective evidence of impairment, 
including both internal and external factors such as general economic conditions, issuers' financial conditions and prospects for 
economic recovery, market interest rates, unforeseen events which affect one or more issuers or industry sectors, and portfolio 
management parameters, including asset mix, interest rate risk, portfolio diversification, duration matching and greater than expected 
liquidity needs. All of these factors could impact our evaluation of an asset or group of assets for objective evidence of impairment.  
 
Management exercises considerable judgment in assessing for objective evidence of impairment and, based on its assessment, 
classifies specific assets as performing or into one of our credit quality lists: 
 
“Monitor List”- the timely collection of all contractually specified cash flows is reasonably assured, but changes in issuer-specific facts 
and circumstances require monitoring. No impairment charge is recorded for unrealized losses on assets related to these debtors.  
 
“Watch List”- the timely collection of all contractually specified cash flows is reasonably assured, but changes in issuer-specific facts 
and circumstances require heightened monitoring. An asset is moved from the Monitor List to the Watch List when changes in issuer-
specific facts and circumstances increase the possibility that a security may experience a loss event on an imminent basis. No 
impairment charge is recorded for unrealized losses on assets related to these debtors.  
 
“Impaired List”- the timely collection of all contractually specified cash flows is no longer reasonably assured. For these investments that 
are classified as AFS or amortized cost, an impairment charge is recorded or the asset is sold and a realized loss is recorded as a 
charge to income. Impairment charges and realized losses are recorded on assets related to these debtors. 
 
Equity securities and other invested assets are assessed for impairment according to the prospect of recovering the cost of our 
investment from estimated future cash flows. 
 
Our approach to determining whether there is objective evidence of impairment varies by asset type. However, in all cases, we have a 
process to ensure that in all instances where a decision has been made to sell an asset at a loss, the asset is impaired.  
 
Debt Securities 
Objective evidence of impairment on debt securities involves an assessment of the issuer's ability to meet current and future contractual 
interest and principal payments. In determining whether debt securities have objective evidence of impairment, we employ a screening 
process. The process identifies securities in an unrealized loss position, with particular attention paid to those securities whose fair 
value to amortized cost percentages have been less than 80% for an extended period of time. Discrete credit events, such as a ratings 
downgrade, are also used to identify securities that may have objective evidence of impairment. The securities identified are then 
evaluated based on issuer-specific facts and circumstances, including an evaluation of the issuer's financial condition and prospects for 
economic recovery, evidence of difficulty being experienced by the issuer's parent or affiliate, and management's assessment of the 
outlook for the issuer's industry sector.  
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Management also assesses previously impaired debt securities whose fair value has recovered to determine whether it is objectively 
related to an event occurring subsequent to the impairment loss that has an impact on the estimated future cash flows of the asset. 
 
Asset backed securities are assessed for objective evidence of impairment on an alternative basis. Specifically, we periodically update 
our best estimate of cash flows over the life of the security. In the event that there is an adverse change in the expected cash flows, the 
asset is impaired. Estimating future cash flows is a quantitative and qualitative process that incorporates information received from third 
parties, along with assumptions and judgments about the future performance of the underlying collateral. Losses incurred on the 
respective mortgage-backed securities portfolios are based on loss models using assumptions about key systematic risks, such as 
unemployment rates and housing prices, and loan-specific information such as delinquency rates and loan-to-value ratios. 
 
Equity Securities and Other Invested Assets 
Objective evidence of impairment for equity securities as well as investments in limited partnerships, segregated funds and mutual funds 
involves an assessment of the prospect of recovering the cost of our investment. Instruments in an unrealized loss position are reviewed 
to determine if objective evidence of impairment exists. Objective evidence of impairment for these instruments includes, but is not 
limited to, the financial condition and near-term prospects of the issuer, including information about significant changes with adverse 
effects that have taken place in the technological, market, economic or legal environment in which the issuer operates, and a significant 
or prolonged decline in the fair value of the instruments below their cost.  
 
We apply presumptive impairment tests to determine whether there has been a significant or prolonged decline in the fair value of an 
instrument below its cost, and unless extenuating circumstances exist, the instrument is considered to be impaired. 
 
Mortgages and Loans 
Objective evidence of impairment on mortgages and loans involves an assessment of the borrower's ability to meet current and future 
contractual interest and principal payments. In determining whether an individual mortgage or loan has objective evidence of 
impairment, we consider a number of triggers that cause us to reassess its creditworthiness and consequent cause for concern, 
generally based on a decline in the current financial position of the borrower and, for collateral-dependent mortgages and loans, the 
value of the collateral. 
 
Mortgages and loans causing concern are monitored closely and evaluated for objective evidence of impairment. For these mortgages 
and loans, we review information that is appropriate to the circumstances, including recent operating developments, strategy review, 
time lines for remediation, financial position of the borrower and, for collateral-dependent mortgages and loans, the value of security as 
well as occupancy and cash flow considerations. 
 
In addition to specific allowances, circumstances may warrant a collective allowance based on objective evidence of impairment for a 
group of mortgages and loans. In our review, we consider, for example in the case of certain collateral-dependent mortgages and loans, 
regional economic conditions, developments for various property types, or significant exposure to struggling tenants in determining 
whether there is objective evidence of impairment, even though it is not possible to identify specific mortgages and loans which are 
likely to become impaired on an individual basis. 
 
Management also assesses previously impaired mortgages and loans to determine whether a recovery is objectively related to an event 
occurring subsequent to the impairment loss that has an impact on the estimated future cash flows of the asset. 
 
Impairment of Fair Value Through Profit or Loss Assets 
We generally maintain distinct asset portfolios for each line of business. Changes in the fair values of these assets are largely offset by 
changes in the fair value of liabilities for insurance contracts, when there is an effective matching of assets and liabilities. When assets 
are designated as FVTPL, the change in fair value arising from impairment is not required to be separately disclosed. The reduction in 
fair values of FVTPL debt securities attributable to impairment results in an increase in liabilities for insurance contracts charged through 
the Consolidated Statements of Operations for the year. 
 
Impairment of Available-For-Sale Assets 
We wrote down $19 of impaired AFS assets recorded at fair value during 2012 ($31 during 2011). These write-downs are included in 
Net gains (losses) on AFS assets in our Consolidated Statements of Operations.  
 
We did not reverse any impairment on AFS debt securities during 2012 and 2011. 
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Past Due and Impaired Mortgages and Loans  
The distribution of mortgages and loans by credit quality as at December 31 is shown in the following tables: 

 
  Gross carrying value  Allowance for losses 

 Mortgages Loans Total Mortgages  Loans Total 

As at December 31, 2012             

Not past due  $ 11,846  $ 15,162  $ 27,008  $ —  $ —  $ —
Past due:             

Past due less than 90 days  7  —  7  —  —  —
Past due 90 to 179 days  —  —  —  —  —  —
Past due 180 days or more  —  —  —  —  —  —

Impaired  201  43  244  79  19  98

Total  $ 12,054  $ 15,205  $ 27,259  $ 79  $ 19  $ 98

             

  Gross carrying value  Allowance for losses 

 Mortgages Loans Total Mortgages  Loans Total 
As at December 31, 2011             
Not past due  $ 11,571  $ 13,361  $ 24,932  $ —  $ —  $ —
Past due:             

Past due less than 90 days  5  —  5  —  —  —
Past due 90 to 179 days  —  —  —  —  —  —
Past due 180 days or more  —  —  —  —  —  —

Impaired  421  60  481  139  24  163

Total  $ 11,997  $ 13,421  $ 25,418  $ 139  $ 24  $ 163
 
Changes in Allowances for Losses 
The changes in the allowances for losses are as follows: 

 
 Mortgages  Loans Total 
Balance, January 1, 2011  $ 140  $ 55  $ 195
Provision for losses  38  —  38
Write-offs, net of recoveries  (42)  (32)  (74)
Foreign exchange rate movements  3  1  4

Balance, December 31, 2011  $ 139  $ 24  $ 163
Provision for losses  12  (2)  10

Write-offs, net of recoveries  (68)  (3)  (71)

Foreign exchange rate movements  (4)  —  (4)

Balance, December 31, 2012  $ 79  $ 19  $ 98

 
5.B Liquidity Risk 
Liquidity risk is the risk that we will not be able to fund all cash outflow commitments as they fall due. 
 
We generally maintain a conservative liquidity position and employ a wide range of liquidity risk management practices and controls, 
which are described below: 
 
• Liquidity is managed in accordance with our liquidity policies and operating guidelines 
• Stress testing of our liquidity is performed by comparing liquidity coverage ratios under one-month and one-year stress scenarios to 

our policy thresholds. These liquidity ratios are measured and managed at the enterprise and business segment level 
• Cash management and asset-liability management programs support our ability to maintain our financial position by ensuring that 

sufficient cash flow and liquid assets are available to cover potential funding requirements. We invest in various types of assets 
with a view of matching them to our liabilities of various durations 

• Target capital levels exceed regulatory minimums. We actively manage and monitor our capital and asset levels, and the 
diversification and credit quality of our investments  

• We maintain various credit facilities for general corporate purposes 
• We also maintain liquidity contingency plans for the management of liquidity in the event of a liquidity crisis 
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We are subject to various regulations in the jurisdictions in which we operate. The ability of SLF Inc.'s subsidiaries to pay dividends and 
transfer funds is regulated in certain jurisdictions and may require local regulatory approvals and the satisfaction of specific conditions in 
certain circumstances. Through effective cash management and capital planning, SLF Inc. ensures that its subsidiaries, as a whole and 
on a stand-alone basis, are appropriately funded and maintain adequate liquidity to meet obligations, both individually and in aggregate. 
 
Based on our historical cash flows and liquidity management processes, we believe that the cash flows from our operating activities will 
continue to provide sufficient liquidity for us to satisfy debt service obligations and to pay other expenses as they fall due. 
 
The carrying values of contractual maturities of our significant financial liabilities and contractual commitments are shown in the 
following tables: 

 

As at December 31, 2012 
Within 
1 Year 

1 Year to 
3 Years 

3 Years to 
5 Years 

Over  
5 Years Total 

Insurance and investment contract liabilities(1) $ 10,275  $ 8,163  $ 7,457  $ 141,603  $ 167,498

Unsecured financing(2)  14  28  28  1,653  1,723

Innovative capital instruments(2)  44  87  87  1,788  2,006

Subordinated debt(2)  9  19  19  248  295

Bond repurchase agreements  1,395  —  —  —  1,395

Accounts payable and accrued expenses  4,639  —  —  —  4,639

Borrowed funds(2)  31  117  139  124  411

Preferred shares  47  95  95  1,477  1,714

Total liabilities  $ 16,454  $ 8,509  $ 7,825  $ 146,893  $ 179,681

Contractual commitments(3)           

Contractual loans, equities and mortgages  583  345  79  196  1,203

Operating leases  40  58  36  23  157

Total contractual commitments  $ 623  $ 403  $ 115  $ 219  $ 1,360

As at December 31, 2011  
Within 
1 Year 

1 Year to 
3 Years 

3 Years to 
5 Years  

Over  
5 Years Total 

Insurance and investment contract liabilities(1)  $ 9,807  $ 8,190  $ 7,862  $ 130,954  $ 156,813
Unsecured financing(2)  17  35  35  1,779  1,866
Innovative capital instruments(2)  44  87  87  1,588  1,806
Subordinated debt(2)  59  117  117  1,328  1,621
Bond repurchase agreements  1,341  —  —  —  1,341
Accounts payable and accrued expenses  4,465  —  —  —  4,465
Borrowed funds(2)  71  75  144  84  374
Preferred shares  18  37  37  566  658
Total liabilities  $ 15,822  $ 8,541 $ 8,282  $ 136,299  $ 168,944

Contractual commitments(3)          
Contractual loans, equities and mortgages  680  490  50  116  1,336
Operating leases  68  99  67  60  294

Total contractual commitments  $ 748  $ 589  $ 117  $ 176  $ 1,630
 
(1) These amounts represent the undiscounted estimated cash flows of insurance and investment contract liabilities on our Consolidated Statements of Financial 

Position. These cash flows include estimates related to the timing and payment of death and disability claims, policy surrenders, policy maturities, annuity 
payments, minimum guarantees on segregated fund products, policyholder dividends, amounts on deposit, commissions and premium taxes offset by contractual 
future premiums and fees on in-force contracts. These estimated cash flows are based on the best estimated assumptions used in the determination of insurance 
and investment contract liabilities. Due to the use of assumptions, actual cash flows will differ from these estimates. 

(2) Payments due based on maturity dates and includes expected interest payments. Actual redemption of certain securities may occur sooner as some include an 
option for the issuer to call the security at par at an earlier date. 

(3) Contractual commitments and operating lease commitments are not reported on our Consolidated Statements of Financial Position. A further description of the 
commitments is included in Note 23. 

 
5.C Market Risk 
 

Risk Description 
We are exposed to significant financial and capital market risk - the risk that the fair value or future cash flows of an insurance contract 
or financial instrument will fluctuate because of changes or volatility in market prices. Market risk includes: (i) equity market risk, 
resulting from changes in equity market prices; (ii) interest rate and spread risk, resulting from changes in interest rates or spreads; 
(iii) currency risk, resulting from changes in foreign exchange rates; and (iv) real estate risk, resulting from changes in real estate prices. 
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In addition, we are subject to other price risk resulting from changes in market prices other than those arising from equity risk, interest 
rate and spread risk, currency risk or real estate risk, whether those changes are caused by factors specific to the individual insurance 
contract, financial instrument or its issuer, or factors affecting all similar financial instruments traded in the market.  
 
Market Risk Management Governance and Control 
We employ a wide range of market risk management practices and controls, as outlined below: 
 
• Enterprise risk appetite and tolerance limits have been established for market risks 
• Ongoing monitoring and reporting of market risk sensitivities against pre-established risk tolerance limits 
• Detailed asset-liability and market risk management policies, guidelines and procedures 
• Management and governance of market risks is achieved through various asset-liability management and risk committees that 

oversee key market risk strategies and tactics, review compliance with applicable policies and standards, and review investment 
and hedging performance 

• Hedging and asset-liability management programs are maintained in respect of market risks 
• Product design and pricing policy requires a detailed risk assessment and pricing provisions for material market risks  
• Stress-testing techniques, such as DCAT, are used to measure the effects of large and sustained adverse market movements 
• Insurance contract liability provisions are established in accordance with standards set forth by the Canadian actuarial standards of 

practice 
• Target capital levels exceed regulatory minimums  
• Active market risk governance including independent monitoring and review and reporting to senior management and the Board of 
 Directors 
 
5.C.i Equity Market Risk 
Equity market risk is the potential for financial loss arising from declines and volatility in equity market prices. We are exposed to equity 
risk from a number of sources. A significant portion of our exposure to equity risk arises in connection with benefit guarantees on 
segregated fund contracts. These benefit guarantees are linked to underlying fund performance and may be triggered upon death, 
maturity, withdrawal or annuitization. 
 
We derive a portion of our revenue from fee income generated by our asset management businesses and from certain insurance and 
annuity contracts where fee income is levied on account balances that generally move in line with equity market levels. Accordingly, 
adverse fluctuations in the market value of such assets would result in corresponding adverse impacts on our revenue and net income. 
In addition, declining and volatile equity markets may have a negative impact on sales and redemptions (surrenders) for this business, 
and this may result in further adverse impacts on our net income and financial position. 
 
We also have direct exposure to equity markets from the investments supporting other general account liabilities, surplus and employee 
benefit plans. These exposures generally fall within our risk-taking philosophy and appetite and are therefore generally not hedged. 
 
The carrying value of equities by issuer country is shown in the following tables: 

 

As at December 31, 2012 

Fair value 
through profit 

or loss 
Available-for-

sale 
Total 

equities 

Canada $ 2,919  $ 106 $ 3,025

United States 476  578 1,054

United Kingdom 172  6 178

Other 601  135 736

Total equities $ 4,168  $ 825 $ 4,993

  

As at December 31, 2011 

Fair value 
through profit 

or loss 
Available-for-

sale 
Total 

equities 
Canada $ 2,716  $ 100 $ 2,816
United States 444  583 1,027
United Kingdom 171  4 175
Other 375  122 497

Total equities $ 3,706  $ 809 $ 4,515
 
5.C.ii Interest Rate and Spread Risk 
Interest rate risk is the potential for financial loss arising from changes or volatility in interest rates or spreads when asset and liability 
cash flows do not coincide. We are exposed to interest rate risk when the cash flows from assets and the policy obligations they support 
are significantly mismatched, as this may result in the need to either sell assets to meet policy payments and expenses or reinvest 
excess asset cash flows in unfavourable interest rate environments. The impact of changes or volatility in interest rates or spreads is 
reflected in the valuation of our financial assets and liabilities for insurance contracts in respect of insurance and annuity products. 
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Our primary exposure to interest rate and spread risk arises from certain general account products and segregated fund contracts, 
which contain explicit or implicit investment guarantees in the form of minimum crediting rates, guaranteed premium rates, settlement 
options and benefit guarantees. If investment returns fall below guaranteed levels, we may be required to increase liabilities or capital in 
respect of these contracts. The guarantees attached to these products may be applicable to both past premiums collected and future 
premiums not yet received. Segregated fund contracts provide benefit guarantees that are linked to underlying fund performance and 
may be triggered upon death, maturity, withdrawal or annuitization. These products are included in our asset-liability management 
program and the residual interest rate exposure is managed within risk tolerance limits. 
 
Significant changes or volatility in interest rates or spreads could have a negative impact on sales of certain insurance and annuity 
products, and adversely impact the expected pattern of redemptions (surrenders) on existing policies. Increases in interest rates or 
widening spreads may increase the risk that policyholders will surrender their contracts, forcing us to liquidate investment assets at a 
loss and accelerate recognition of certain acquisition expenses. While we have established hedging programs in place and our 
insurance and annuity products often contain surrender mitigation features, these may not be sufficient to fully offset the adverse impact 
of the underlying losses.  
 
5.C.iii Currency Risk 
Currency risk is the result of mismatches in the currency of our assets and liabilities (inclusive of capital), and cash flows. This risk may 
arise from a variety of sources such as foreign currency transactions and services, foreign exchange hedging, investments denominated 
in foreign currencies, investments in foreign subsidiaries and net income from foreign operations.  
 
As an international provider of financial services, we operate in a number of countries, with revenues and expenses denominated in 
several local currencies. In each country in which we operate, we generally maintain the currency profile of assets so as to match the 
currency of aggregate liabilities and required surplus. This approach provides an operational hedge against disruptions in local 
operations caused by currency fluctuations. Foreign exchange derivative contracts such as currency swaps and forwards are used as a 
risk management tool to manage the currency exposure in accordance with our asset-liability risk management policy. As at December 
31, 2012 and December 31, 2011, the Company did not have a material currency risk exposure on a functional currency basis.  
 
Changes in exchange rates can, however, affect our net income and surplus when results in functional currencies are translated into 
Canadian dollars. Net income earned outside of Canada is generally not currency hedged and a weakening in the local currency of our 
foreign operations relative to the Canadian dollar can have a negative impact on our net income reported in Canadian currency, and 
vice versa.  
 
5.C.iv Embedded Derivatives Risk  
An embedded derivative is contained within a host insurance contract if it includes an identifiable condition to modify the cash flows that 
are otherwise payable. This section is applicable to those embedded derivatives where we are not required to, and have not measured 
(either separately or together with the host contract) the embedded derivative at fair value. 
 
The most significant market risk exposure from embedded derivatives arises in connection with the benefit guarantees on segregated 
fund contracts. These benefit guarantees are linked to underlying fund performance and may be triggered upon death, maturity, 
withdrawal or annuitization. We have implemented hedging programs to mitigate a portion of this market risk exposure.  
 
We are also exposed to significant interest rate risk from embedded derivatives in certain general account products and variable annuity 
and segregated fund contracts, which contain explicit or implicit investment guarantees in the form of minimum crediting rates, 
guaranteed premium rates, settlement options and benefit guarantees. If investment returns fall below guaranteed levels, we may be 
required to increase liabilities or capital in respect of these contracts. The guarantees attached to these products may be applicable to 
both past premiums collected and future premiums not yet received. Segregated fund contracts provide benefit guarantees that are 
linked to underlying fund performance and may be triggered upon death, maturity, withdrawal or annuitization. These products are 
included in our asset-liability management program and the residual interest rate exposure is managed within risk tolerance limits.  
 
We are also exposed to interest rate risk through guaranteed annuitization options included primarily in retirement contracts and 
pension plans. These embedded options give policyholders the right to convert their investment into a pension on a guaranteed basis, 
thereby exposing us to declining long-term interest rates as the annuity guarantee rates come into effect. Embedded options on unit-
linked pension contracts give policyholders the right to convert their fund at retirement into pensions on a guaranteed basis, thereby 
exposing us to declining interest rates and increasing equity market returns (increasing the size of the fund which is eligible for the 
guaranteed conversion basis). Guaranteed annuity options are included in our asset-liability management program and most of the 
interest rate and equity exposure is mitigated through hedging. 
 
Significant changes or volatility in interest rates or spreads could have a negative impact on sales of certain insurance and annuity 
products, and adversely impact the expected pattern of redemptions (surrenders) on existing policies. Increases in interest rates or 
widening spreads may increase the risk that policyholders will surrender their contracts, forcing us to liquidate investment assets at a 
loss and accelerate recognition of certain acquisition expenses. While we have established hedging programs in place and our 
insurance and annuity products often contain surrender mitigation features, these may not be sufficient to fully offset the adverse impact 
of the underlying losses. 
 
Certain annuity and long-term disability contracts contain embedded derivatives as benefits are linked to the Consumer Price Index; 
however most of this exposure is hedged through the Company's ongoing asset-liability management program. 
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5.C.v Market Risk Sensitivities 
We utilize a variety of methods and measures to quantify our market risk exposures. These include duration management, key rate 
duration techniques, convexity measures, cash flow gaps, scenario testing, and sensitivity testing of earnings and regulatory capital 
ratios versus risk tolerance limits which are calibrated to our risk appetite.  
 
Our earnings are affected by the determination of policyholder obligations under our annuity and insurance contracts. These amounts 
are determined using internal valuation models and are recorded in our Consolidated Financial Statements, primarily as insurance 
contract liabilities. The determination of these obligations requires management to make assumptions about the future level of equity 
market performance, interest rates (including credit and swap spreads) and other factors over the life of our products. Differences 
between our actual experience and our best estimate assumptions are reflected in our financial statements.  
 
The following tables set out the estimated immediate impact or sensitivity of our net income, OCI to certain instantaneous changes in 
interest rates and equity market prices as at December 31, 2012 and December 31, 2011.  

 
As at December 31, 2012(1)   

Interest rate sensitivity(2) 
100 basis point 

decrease 
50 basis point 

decrease 
50 basis point 

increase 
100 basis point 

increase 

Potential impact on net income(3)  
Individual Insurance  (250) (100) 50 150

Segregated Funds Guarantees(4) — — — —
Fixed Annuity and Other — — — (50)

Total  (250) (100) 50 100

Potential impact on OCI(5)  250 150 (100) (250)

  

Equity markets sensitivity(6) 25% decrease 10% decrease 10% increase 25% increase 

Potential impact on net income(3)  (150) (50) 50 100

Potential impact on OCI(5)  (150) (50) 50 150

  
As at December 31, 2011(1)  

Interest rate sensitivity(2) 
100 basis point 

decrease 
50 basis point 

decrease 
50 basis point 

increase 
100 basis point 

increase 
Potential impact on net income(3)  

Individual Insurance  (300) (100) 150 250
Segregated Fund Guarantees(4)  (50) (50) — 50
Fixed Annuity and Other  (50) — — —
Total  (400) (150) 150 300

Potential impact on OCI(5)  300 150 (150) (300)
  
Equity markets sensitivity(6) 25% decrease 10% decrease 10% increase 25% increase 

Potential impact on net income(3)  $ (150) $ (50) $ 50 $ 100
Potential impact on OCI(5)  $ (150) $ (50) $ 50 $ 150

 
(1) Net income and OCI sensitivities have been rounded to the nearest $50. 
(2) Represents a parallel shift in assumed interest rates across the entire yield curve as at December 31, 2012 and December 31, 2011, respectively. 

Variations in realized yields based on factors such as different terms to maturity and geographies may result in realized sensitivities being significantly 
different from those illustrated above. Sensitivities include the impact of re-balancing interest rate hedges for segregated funds at 10 basis point 
intervals (for 50 basis point changes in interest rates) and at 20 basis point intervals (for 100 basis point changes in interest rates). 

(3) The market risk sensitivities include the estimated mitigation impact of our hedging programs in effect as at December 31, 2012 and December 31, 
2011, respectively, and include new business added and product changes implemented prior to such dates. 

(4) Segregated Fund Guarantees is inclusive of segregated funds, variable annuities and investment products, and includes Run off reinsurance in our 
Corporate business segment. 

(5) A portion of assets designated as AFS are required to support certain policyholder liabilities and any realized gains (losses) on these securities would 
result in a commensurate increase (decrease) in actuarial liabilities, with no net income impact in the reporting period. 

(6) Represents the respective change across all equity markets as at December 31, 2012 and December 31, 2011, respectively. Assumes that actual 
equity exposures consistently and precisely track the broader equity markets. Since in actual practice equity-related exposures generally differ from 
broad market indices (due to the impact of active management, basis risk and other factors), realized sensitivities may differ significantly from those 
illustrated above. Sensitivities include the impact of re-balancing equity hedges for segregated funds at 2% intervals (for 10% changes in equity 
markets) and at 5% intervals (for 25% changes in equity markets). 
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We used a 50 basis point change in interest rates and a 10% change in our equity markets to determine the above sensitivities because 
we believe that these market shocks were reasonably possible as at December 31, 2012. We have also disclosed the impact of a 100 
basis point change in interest rates and a 25% change in equity markets to illustrate that significant changes in interest rates and equity 
market levels may result in other than proportionate impacts on our sensitivities.  
 
Market Risk Management Strategies 
We have implemented ongoing asset-liability management and hedging programs involving regular monitoring and adjustment of risk 
exposures using financial assets, derivative instruments and repurchase agreements to maintain interest rate exposures within our risk 
tolerances. The general availability and cost of these hedging instruments may be adversely impacted by a number of factors including 
changes in interest rate levels and volatility, and changes in the general market and regulatory environment within which these hedging 
programs operate. In addition, these programs may themselves expose us to other risks. 
 
Equity and Interest Rate Sensitivities - Additional Cautionary Language and Key Assumptions 
Our market risk sensitivities are forward-looking information. They are measures of our estimated net income and OCI sensitivity to 
changes in interest rate and equity market price levels described above, based on interest rates, equity market prices and business mix 
in place as at the respective calculation dates. These sensitivities are calculated independently for each risk factor generally assuming 
that all other risk variables stay constant. The sensitivities do not take into account indirect effects such as potential impacts on goodwill 
impairment or the current valuation allowance on deferred tax assets. Actual results can differ materially from these estimates for a 
variety of reasons including differences in the pattern or distribution of the market shocks, the interaction between these risk factors, 
model error, or changes in other assumptions such as business mix, effective tax rates, policyholder behaviour, currency exchange 
rates, and other market variables relative to those underlying the calculation of these sensitivities. The potential extent to which actual 
results may differ from the indicative ranges will generally increase with larger capital market movements. Our sensitivities as at 
December 31, 2011 have been included for comparative purposes only.  
 
The sensitivities reflect the composition of our assets and liabilities as at December 31, 2012 and December 31, 2011. Changes in 
these positions due to new sales or maturities, asset purchases/sales or other management actions could result in material changes to 
these reported sensitivities. In particular, these sensitivities reflect the expected impact of hedging activities based on the hedge assets 
and programs in place as at the December 31 calculation dates. The actual impact of these hedging activities can differ materially from 
that assumed in the determination of these indicative sensitivities due to ongoing hedge rebalancing activities, changes in the scale or 
scope of hedging activities, changes in the cost or general availability of hedging instruments, basis risk (the risk that hedges do not 
exactly replicate the underlying portfolio experience), model risk and other operational risks in the ongoing management of the hedge 
programs or the potential failure of hedge counterparties to perform in accordance with expectations.  
 
The sensitivities are based on methods and assumptions in effect as at December 31, 2012 and December 31, 2011 as applicable. 
Changes in the regulatory environment, accounting or actuarial valuation methods, models or assumptions after this date, could result in 
material changes to these reported sensitivities. Changes in interest rates and equity market prices in excess of the ranges illustrated 
may result in other than proportionate impacts.  
 
Our hedging programs may themselves expose us to other risks such as basis risk (the risk that hedges do not exactly replicate the 
underlying portfolio experience), derivative counterparty credit risk, and increased levels of liquidity risk and model risk. These factors 
may adversely impact the net effectiveness, costs and financial viability of maintaining these hedging programs and therefore adversely 
impact our profitability and financial position. While our hedging programs include various elements aimed at mitigating these effects, 
(for example, hedge counterparty credit risk is managed by maintaining broad diversification, dealing primarily with highly rated 
counterparties and transacting through ISDA agreements that generally include applicable credit support annexes), residual risk and 
potential reported earnings and capital volatility remain. 
 
For the reasons outlined above, these sensitivities should only be viewed as directional estimates of the underlying sensitivities of each 
factor under these specialized assumptions, and should not be viewed as predictors of our future net income, OCI and capital 
sensitivities. Given the nature of these calculations, we cannot provide assurance that actual impacts will be consistent with the 
estimates provided.  
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6. Insurance Risk Management 
 

 
6.A Insurance Risk 
 
Risk Description 
Insurance risk is the uncertainty of product performance due to differences between the actual experience and expected assumptions 
affecting amounts of claims, benefits payments, expenses and the cost of embedded options and guarantees related to insurance risks. 
This risk class includes risk factors relating to product development and pricing, mortality, morbidity, longevity, policyholder behaviour, 
expense and reinsurance.  
 
Insurance Risk Management Governance and Control 
Insurance risk is managed through a number of enterprise wide controls addressing a wide range of insurance risk factors, as follows: 
 
• Enterprise risk appetite and tolerance limits have been established for longevity, mortality and morbidity risk 
• Ongoing monitoring and reporting of insurance risk sensitivities against pre-established risk tolerance limits 
• Enterprise insurance underwriting and claims management policy product design and pricing, policy and reinsurance ceded policy 
• Our global underwriting manual aligns underwriting practices with our corporate risk management standards and ensures a 

consistent approach in insurance underwriting. Policies and procedures, including criteria for approval of risks and for claims 
adjudication are established for each business segment 

• Product design and pricing policy requires detailed risk assessment and provision for material insurance risks 
• Insurance contract liability provisions are established in accordance with the Canadian actuarial standards of practice 
• Target capital levels exceed regulatory minimums 
• Board approved maximum retention limits (amounts issued in excess of these limits are reinsured) 
• Various limits, restrictions and fee structures are introduced into plan designs in order to establish more homogeneous policy risk 

profile and limit potential for anti-selection  
• Enterprise underwriting and risk selection standards with oversight by corporate underwriting and claims risk management function 
• Diversification and risk pooling is managed by aggregation of broad exposures across product lines, geography, distribution 

channels etc.  
• Company specific and industry level experience studies and Source of Earnings analysis are monitored and factored into ongoing 

valuation, renewal and new business pricing processes 
• Stress-testing techniques, such as DCAT, are used to measure the effects of large and sustained adverse movements in insurance 

risk factors 
• Reinsurance ceded policy establishes acceptance criteria and protocols to monitor the level of reinsurance ceded to any single 

reinsurer or group of reinsurers. Our reinsurance counterparty risk profile is monitored closely, including through annual reporting to 
the Risk Review Committee of the Board 

 
We use reinsurance to limit losses, minimize exposure to significant risks and to provide additional capacity for growth. Our 
Underwriting and Claims Liability Management Policy sets maximum global retention limits and related management standards and 
practices which are applied to reduce our exposure to large claims. Amounts in excess of the Board approved maximum retention 
limits are reinsured. Our maximum global retention limits are unchanged from 2011. On a single life or joint-first-to-die basis our 
retention limit is $25 in Canada and is US$25 outside of Canada. For survivorship life insurance, our maximum global retention limit is 
$30 in Canada and is US$30 outside of Canada. In certain markets and jurisdictions retention levels below the maximum are applied. 
Reinsurance is utilized for numerous products in most business segments, and placement is done on an automatic basis for defined 
insurance portfolios and on a facultative basis for individual risks with certain characteristics. Reinsurance is used to provide 
catastrophic mortality and morbidity coverage for the Canadian group benefits business. 
 
Our reinsurance coverage is well-diversified and controls are in place to manage exposure to reinsurance counterparties. Reinsurance 
exposures are monitored to ensure that no single reinsurer represents an undue level of credit risk. While reinsurance arrangements 
provide for the recovery of claims arising from the liabilities ceded, we retain primary responsibility to the policyholders.  
 
The components of insurance risk are discussed below. The sensitivities provided below reflect the impact of any applicable ceded 
reinsurance arrangements. 
 
6.A.i Product Design and Pricing Risk 
 
Risk Description 
Product design and pricing risk is the risk a product does not perform as expected causing adverse financial consequences. This risk 
may arise from deviations in realized experience versus assumptions used in the pricing of products. Risk factors include uncertainty 
concerning future investment yields, policyholder behaviour, mortality and morbidity experience, sales levels, mix of business, expenses 
and taxes. Although some of our products permit us to increase premiums or adjust other charges and credits during the life of the 
policy or contract, the terms of these policies or contracts may not allow for sufficient adjustments to maintain profitability.  
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Product Design and Pricing Governance and Control  
Our Product Design and Pricing Policy, approved by the Risk Review Committee of the Board of Directors, establishes the framework 
governing our product design and pricing practices and is designed to align our product offerings with our strategic objectives and risk 
taking philosophy. Consistent with this policy, product development, design and pricing processes have been implemented throughout 
the Company. New products follow a stage-gate process with defined management approvals based on the level of the initiative, and 
each initiative is subject to a risk assessment process to identify key risks and risk mitigation requirements and must be approved by 
multi-disciplinary committees. An annual compliance assessment is performed by all business segments to confirm compliance with the 
policy and related operating guidelines. 
 
Pricing models, methods and assumptions are subject to periodic internal peer reviews. 
 
Experience studies, sources of earnings analysis and product dashboards are used to monitor actual experience against those 
assumed in pricing and valuation.  
 
On experience rated products, participating and adjustable products, emerging experience is reflected through changes in policyholder 
dividend scales as well as other policy adjustment mechanisms such as premium and benefit levels. 
 
Limits and restrictions may be introduced into the design of products to mitigate adverse policyholder behaviour or apply upper 
thresholds on certain benefits.  
 
6.A.ii Policyholder Behaviour Risk 
 
Risk Description 
We can incur losses due to adverse policyholder behaviour relative to assumptions used in the pricing and valuation of products with 
regard to lapse of policies or exercise of other embedded policy options.  
 
Uncertainty in policyholder behaviour can arise from several sources including unexpected events in the policyholder's life 
circumstances, the general level of economic activity (whether higher or lower than expected), changes in pricing and availability of 
current products, the introduction of new products, changes in underwriting technology and standards as well as changes in our 
financial strength or reputation. Uncertainty in future cash flows affected by policyholder behaviour can be further exacerbated by 
irrational behaviour during times of economic turbulence or at key option exercise points in the life of an insurance contract. 
 
For individual life insurance products where fewer terminations would be financially adverse to us, net income and equity would be 
decreased by about $200 ($185 in 2011) if the termination rate assumption were reduced by 10%. For products where more 
terminations would be financially adverse to us, net income and equity would be decreased by about $70 ($60 in 2011) if the termination 
rate assumption were increased by 10%. These sensitivities reflect the impact of any applicable ceded reinsurance arrangements. 
 
Policyholder Behaviour Risk Management Governance and Control  
Various types of provisions are built into many of our products to reduce the impact of uncertain policyholder behaviour. These 
provisions include:  
 
• Surrender charges which adjust the payout to the policyholder by taking into account prevailing market conditions 
• Limits on the amount that policyholders can surrender or borrow 
• Restrictions on the timing of policyholders' ability to exercise certain options 
• Restrictions on both the types of funds customers can select and the frequency with which they can change funds  
• Policyholder behaviour risk is also mitigated through reinsurance on some insurance contracts 
 
6.A.iii Mortality and Morbidity Risk  
 
Risk Description 
Mortality and morbidity risk is the risk that future experience could be worse than the assumptions used in the pricing and valuation of 
products. Mortality and morbidity risk can arise in the normal course of business through random fluctuation in realized experience, 
through catastrophes, or in association with other risk factors such as product development and pricing or model risk. Adverse mortality 
and morbidity experience could also occur through systemic anti-selection, which could arise due to poor plan design or underwriting 
process failure or the development of investor owned and secondary markets for life insurance policies. 
 
During economic slowdowns, the risk of adverse morbidity experience increases, especially with respect to disability coverages. This 
introduces the potential for adverse financial volatility in disability results. 
  
For life insurance products for which higher mortality would be financially adverse to the Company, a 2% increase in the best estimate 
assumption would decrease net income and equity by about $25 ($25 in 2011). These sensitivities reflect the impact of any applicable 
ceded reinsurance arrangements. 
 
For products where morbidity is a significant assumption, a 5% adverse change in that assumption would reduce net income and equity 
by about $120 ($120 in 2011). These sensitivities reflect the impact of any applicable ceded reinsurance arrangements. 
 
We do not have a high degree of concentration risk to single individuals or groups due to our well diversified geographic and business 
mix. The largest portion of mortality risk within the Company is in North America. 
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Mortality and Morbidity Risk Management Governance and Control  
Detailed uniform underwriting procedures have been established to determine the insurability of applicants and to manage exposure to 
large claims. These underwriting requirements are regularly scrutinized against industry guidelines and oversight is provided through a 
corporate underwriting and claim management function.  
 
Individual and group insurance policies are underwritten prior to initial issue and renewals, based on risk selection, plan design and 
rating techniques.  
 
Underwriting and claims risk policies approved by the Risk Review Committee of the Board of Directors include limits on the maximum 
amount of insurance that may be issued under one policy and the maximum amount that may be retained. These limits vary by 
geographic region and amounts in excess of limits are reinsured to ensure there is no exposure to unreasonable concentration of risk. 
 
6.A.iv Longevity Risk  
 
Risk Description 
Longevity risk is the potential for economic loss, accounting loss or volatility in earnings arising from uncertain adverse changes in rates 
of mortality improvement relative to the assumptions used in the pricing and valuation of products. This risk can manifest itself slowly 
over time as socioeconomic conditions improve and medical advances continue. It could also manifest itself more quickly, for example, 
due to significant medical breakthroughs that significantly extend life expectancy. Longevity risk affects contracts where benefits are 
based upon the likelihood of survival (for example, annuities, pensions, pure endowments and specific types of health contracts).  
 
For annuities products for which lower mortality would be financially adverse to us, a 2% decrease in the mortality assumption would 
decrease net income and equity by about $95 ($85 in 2011). These sensitivities reflect the impact of any applicable ceded reinsurance 
arrangements. 
 
Longevity Risk Management Governance and Control  
To improve management of longevity risk, we are active in studying research in the field of mortality improvement from various 
countries. Stress testing techniques are used to measure and monitor the impact of extreme mortality improvement on the aggregate 
portfolio of insurance and annuity products as well as our own pension plans.  
 
6.A.v Expense Risk  
 
Risk Description 
Expense risk is the risk that future expenses are higher than the assumptions used in the pricing and valuations of products. This risk 
can arise from general economic conditions, unexpected increases in inflation, or reduction in productivity leading to increase in unit 
expenses. Expense risk occurs in products where we cannot or will not pass increased costs on to the customer and will manifest itself 
in the form of a liability increase or a reduction in expected future profits. 
 
The sensitivity of liabilities for insurance contracts to a 5% increase in unit expenses would result in a decrease in net income and equity 
of about $130 ($130 in 2011). These sensitivities reflect the impact of any applicable ceded reinsurance arrangements. 
 
Expenses Risk Management Governance and Control  
We closely monitor expenses through an annual budgeting process and ongoing monitoring of any expense gaps between unit 
expenses assumed in pricing and actual expenses.  
 
6.A.vi Reinsurance Risk 
 
Risk Description 
We purchase reinsurance for certain risks underwritten by our various insurance businesses. Reinsurance risk is the risk of financial 
loss due to adverse developments in reinsurance markets (for example, discontinuance or diminution of reinsurance capacity or an 
increase in the cost of reinsurance), insolvency of a reinsurer or inadequate reinsurance coverage. 
 
Changes in reinsurance market conditions, including actions taken by reinsurers to increase rates on existing and new coverage and 
our inability to obtain appropriate reinsurance, may adversely impact the availability or cost of maintaining existing or securing new 
requisite reinsurance capacity, with adverse impacts on our profitability and financial position.  
 
Reinsurance Risk Management Governance and Control  
We have a reinsurance ceded policy approved by the Risk Review Committee of the Board of Directors to set acceptance criteria and 
monitor the level of reinsurance ceded to any single reinsurer or group of reinsurers. The policy also determines which reinsurance 
companies qualify as suitable reinsurance counterparties and requires that all agreements include provisions to allow action to be taken, 
such as recapture of ceded risk (at a potential cost to the Company), in the event that the reinsurer is loses its legal ability to carry on 
business through insolvency or regulatory action. New sales of our products can also be discontinued or changed to reflect 
developments in the reinsurance markets. In force reinsurance treaties are typically guaranteed for the life of the ceded policy, however, 
some reinsurance rates may be adjustable. There is generally more than one reinsurer supporting a reinsurance pool and to diversify 
risks. Reinsurance counterparty credit exposures are monitored closely and reported annually to the Risk Review Committee.  
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7. Other Assets 
 

 
Other assets consist of the following: 

 
As at December 31, 2012 2011 
Accounts receivable(1)  $ 2,335  $ 2,450
Investment income due and accrued  887  899
Deferred acquisition costs  77  85
Prepaid expenses  83  83
Premium receivable  299  331
Accrued benefit assets (Note 25)  59  41
Other  46  41

Total other assets  $ 3,786  $ 3,930
 

(1) Include accounts receivable from affiliates as described in Note 24 
 
 

8. Property and Equipment 
 

 
 Owner-occupied properties     

 Land Building 
Other property 
and equipment Total 

Gross carrying amount   
Balance, January 1, 2011  $ 49 $ 373  $ 565 $ 987
Additions  — 25  80 105
Disposals  — —  (162) (162)
Leasing commissions amortization  — (3)  — (3)
Foreign exchange rate movements  — 1  1 2
Balance, December 31, 2011  $ 49 $ 396  $ 484 $ 929

Additions  — 34  52 86

Disposals  — —  (149) (149)

Leasing commissions amortization  — (4)  — (4)

Foreign exchange rate movements  — 2  (1) 1

Balance, December 31, 2012  $ 49 $ 428  $ 386 $ 863

         
Accumulated depreciation and impairment         
Balance, January 1, 2011  $ — $ (158)  $ (476) $ (634)
Depreciation charge for the year  — (9)  (35) (44)
Impairment losses  — —  (2) (2)
Disposals  — —  149 149
Foreign exchange rate movements  — —  (1) (1)
Balance, December 31, 2011  $ — $ (167)  $ (365) $ (532)

Depreciation charge for the year  — (10)  (40) (50)

Impairment losses  — (1)  — (1)

Disposals  — —  147  147

Foreign exchange rate movements  — —  1 1

Balance, December 31, 2012  $ — $ (178)  $ (257) $ (435)

         
Net carrying amount, end of period        
As at December 31, 2011  $ 49 $ 229  $ 119 $ 397
As at December 31, 2012  $ 49 $ 250  $ 129 $ 428
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9. Goodwill and Intangible Assets 
 

 
9.A Goodwill  
This note analyzes the changes to the carrying amount of goodwill during the year and details the result of our impairment testing on 
goodwill.  
 
Changes in the carrying amount of goodwill acquired through business combinations by reportable segment are as follows:  

 
 SLF Canada  SLF U.S.  SLF Asia Corporate  Total 
Balance, January 1, 2011  $ 323 $ 277 $ 437  $ 169 $ 1,206
Foreign exchange rate movements  — 6 11  3 20
Balance December 31, 2011  $ 323 $ 283 $ 448  $ 172 $ 1,226
Impairment(1)  (26)  —  —  —  (26)
Foreign exchange rate movements  — (8) (11)  3 (16)

Balance, December 31, 2012  $ 297 $ 275 $ 437  $ 175 $ 1,184

 
(1) The impairment of goodwill was to our Individual Wealth CGU and was driven by the higher projected cost of capital. This is included in Operating 

expenses on our Consolidated Statements of Operations. 
 
The carrying amounts of goodwill allocated to our CGUs are as follows: 

 
As at December 31, 2012 2011 
SLA Canada     

Individual insurance  $ 173 $ 173
Individual wealth  — 26
Group retirement services  16 16
Group benefits  108 108

SLA U.S.     
Employee benefits group  275 283

SLA Asia     
Hong Kong  437 448

Corporate     
U.K.  175 172

Total  $ 1,184 $ 1,226
 
Goodwill acquired in business combinations is allocated to the CGUs or groups of CGUs that are expected to benefit from the synergies 
of the particular acquisition. Goodwill is assessed for impairment annually or more frequently if events or circumstances occur that may 
result in the recoverable amount of a CGU falling below its carrying value. The recoverable amount is the higher of fair value less cost to 
sell and value in use. We use fair value less cost to sell as the recoverable amount. 
 
We use the best evidence of fair value less cost to sell as the price obtainable for the sale of a CGU, or group of CGUs. Fair value less 
cost to sell is initially assessed by looking at recently completed market comparable transactions. In the absence of such comparables, 
we use either an appraisal methodology (with market assumptions commonly used in the valuation of insurance companies), earnings 
multiples or factors based on assets under management.  
 
The appraisal methodology is based on best estimates of future income, expenses, level and cost of capital over the lifetime of the 
policies and, where appropriate, adjusted for items such as transaction costs. The value ascribed to new business is based on sales 
anticipated in our business plans, sales projections for the valuation period based on reasonable growth assumptions, and anticipated 
levels of profitability of that new business. In calculating the value of new business, future sales are projected for 5 to 15 years. In some 
instances, market multiples are used to approximate the explicit projection of new business.  
 
The discount rates applied reflect the nature of the environment for that CGU. The discount rates used range from 10% to 12% (after 
tax). More established CGUs with a stronger brand and competitive market position use discount rates at the low end of the range and 
CGUs with a weaker competitive position use discount rates at the high end of the range. The capital levels used are aligned with our 
business objectives.  
 
Judgment is used in estimating the recoverable amounts of CGUs and the use of different assumptions and estimates could result in 
material adjustments to the valuation of CGUs and the size of any impairment. Any material change in the key assumptions including 
those for capital, discount rates, the value of new business, and expenses as well as cash flow projections used in the determination of 
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recoverable amounts may result in impairment charges, which could be material. The CGU with a higher risk of impairment is Individual 
Insurance in SLF Canada due to the relatively small, if any, excess of fair value over carrying value. 
 
9.B Intangible Assets 
Changes in intangible assets are as follows:  

 
  Finite life   

 

Internally 
generated 

software  Other  Total 

Gross carrying amount    
Balance, January 1, 2011  $ 90  $ 99  $ 189
Additions  39  —  39
Disposals  —  —  —
Foreign exchange rate movements  —  2  2
Balance, December 31, 2011  $ 129  $ 101  $ 230
Additions  31  —  31

Disposals (1)  — (1)

Foreign exchange rate movements  —  (3)  (3)

Balance, December 31, 2012  $ 159  $ 98  $ 257

      
Accumulated amortization and impairment losses       
Balance, January 1, 2011  $ (33)  $ (20)  $ (53)
Amortization charge for the year  (14)  (4)  (18)
Impairment losses  —  —  —
Impairment reversals  —  —  —
Disposals  —  —  —
Foreign exchange rate movements  —  —  —

Balance, December 31, 2011  $ (47)  $ (24)  $ (71)
Amortization charge for the year  (18)  (4)  (22)

Impairment losses  —  —  —
Impairment reversals  —  —  —
Disposals  1  —  1

Foreign exchange rate movements  —  1  1

Balance, December 31, 2012  $ (64)  $ (27)  $ (91)

    
Net carrying amount, end of period:    

As at December 31, 2011  $ 82  $ 77  $ 159

As at December 31, 2012  $ 95  $ 71  $ 166
 
The components of the intangible assets are as follows: 

 
As at December 31, 2012 2011 

Finite-life intangible assets:     
Sales potential of field force  $ 58 $ 63
Asset administration contracts  13 14
Internally generated software  95 82

Total intangible assets  $ 166 $ 159
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10. Insurance Contract Liabilities and Investment Contract Liabilities 
 

 
10.A Insurance Contract Liabilities  
 

10.A.i Description of Business 
The majority of the products sold by the Company are insurance contracts. These contracts include all forms of life, health and critical 
illness insurance sold to individuals and groups, life contingent annuities, accumulation annuities, and segregated fund products with 
guarantees. 
 
10.A.ii Assumptions and Methodology 
 
General 
The liabilities for insurance contracts represent the estimated amounts which, together with estimated future premiums and net 
investment income, will provide for outstanding claims, estimated future benefits, policyholders' dividends, taxes (other than income 
taxes) and expenses on in-force insurance contracts.  
 
In determining our liabilities for insurance contracts, assumptions must be made about mortality and morbidity rates, lapse and other 
policyholder behaviour, interest rates, equity market performance, asset default, inflation, expenses and other factors over the life of our 
products. Most of these assumptions relate to events that are anticipated to occur many years in the future. Assumptions require regular 
review and, where appropriate, revision.  
 
We use best estimate assumptions for expected future experience and apply margins for adverse deviations to provide for uncertainty in 
the choice of the best estimate assumptions. The amount of insurance contract liabilities related to the application of margins for 
adverse deviations to best estimate assumptions is called a provision for adverse deviations.  
 
Best Estimate Assumptions 
Best estimate assumptions are intended to be current, neutral estimates of the expected outcome as guided by Canadian actuarial 
standards of practice. The choice of best estimate assumptions takes into account current circumstances, past experience data 
(Company and/or industry), the relationship of past to expected future experience, anti-selection, the relationship among assumptions 
and other relevant factors. For assumptions on economic matters, the assets supporting the liabilities and the expected policy for asset-
liability management are relevant factors.  
 
Margins for Adverse Deviations 
The appropriate level of margin for adverse deviations on an assumption is guided by Canadian actuarial standards of practice. For 
most assumptions, the standard range of margins for adverse deviations is 5% to 20% of the best estimate assumption, and the actuary 
chooses from within that range based on a number of considerations related to the uncertainty in the determination of the best estimate 
assumption. The level of uncertainty, and hence the margin chosen, will vary by assumption and by line of business and other factors. 
Considerations that would tend to indicate a choice of margin at the high end of the range include:  
 
• The statistical credibility of the Company's experience is too low to be the primary source of data for choosing the best estimate 

assumption 
• Future experience is difficult to estimate 
• The cohort of risks lacks homogeneity 
• Operational risks adversely impact the ability to estimate the best estimate assumption; and 
• Past experience may not be representative of future experience and the experience may deteriorate 
 
Provisions for adverse deviations in future interest rates are included by testing a number of scenarios of future interest rates, some of 
which are prescribed by Canadian actuarial standards of practice, and determining the liability based on the range of possible 
outcomes. A scenario of future interest rates includes, for each forecast period between the balance sheet date and the last liability cash 
flow, interest rates for risk-free assets, premiums for asset default, rates of inflation, and an investment strategy consistent with the 
Company's investment policy. The starting point for all future interest rate scenarios is consistent with the current market environment. If 
few scenarios are tested, the liability would be the largest of the outcomes. If many scenarios are tested, the liability would be within a 
range defined by the average of the outcomes that are above the 60th percentile of the range of outcomes and the corresponding 
average for the 80th percentile.  
 
Provisions for adverse deviations in future equity returns are included by scenario testing or by applying margins for adverse deviations. 
In blocks of business where the valuation of liabilities employs scenario testing of future equity returns, the liability would be within a 
range defined by the average of the outcomes that are above the 60th percentile of the range of outcomes and the corresponding 
average for the 80th percentile. In blocks of business where the valuation of liabilities does not employ scenario testing of future equity 
returns, the margin for adverse deviations on common share dividends is between 5% and 20%, and the margin for adverse deviations 
on capital gains would be 20% plus an assumption that those assets reduce in value by 25% to 40% at the time when the reduction is 
most adverse. A 30% reduction is appropriate for a diversified portfolio of North American common shares and, for other portfolios, the 
appropriate reduction depends on the volatility of the portfolio relative to a diversified portfolio of North American common shares.  
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In choosing margins, we ensure that, when taken one at a time, each margin is reasonable with respect to the underlying best estimate 
assumption and the extent of uncertainty present in making that assumption, and also that, in aggregate, the cumulative impact of the 
margins for adverse deviations is considered reasonable with respect to the total amount of our insurance contract liabilities. Our 
margins are generally stable over time and are generally only revised to reflect changes in the level of uncertainty in the best estimate 
assumptions. Our margins tend to be at the high end of the range for expenses and future equity and real estate returns and in the mid-
range for mortality, morbidity, policyholder behaviour, and future interest rates. When considering the aggregate impact of margins, the 
actuary assesses the consistency of margins for each assumption across each block of business to ensure there is no double counting 
or omission and to avoid choosing margins that might be mutually exclusive. In particular, the actuary chooses similar margins for 
blocks of business with similar characteristics, and also chooses margins that are consistent with other assumptions, including 
assumptions about economic factors. The actuary is guided by Canadian actuarial standards of practice in making these professional 
judgments about the reasonableness of margins for adverse deviations. 
 
The best estimate assumptions and margins for adverse deviations are reviewed at least annually and revisions are made when 
appropriate. The choice of assumptions underlying the valuation of insurance contract liabilities is subject to external actuarial peer 
review.  
 
Mortality 
Mortality refers to the rates at which death occurs for defined groups of people. Life Insurance mortality assumptions are generally 
based on our five-year average experience. Our experience is combined with industry experience where our own experience is 
insufficient to be statistically valid. Assumed mortality rates for life insurance and annuity contracts include assumptions about future 
mortality improvement in accordance with Canadian actuarial standards of practice. 
  
Morbidity 
Morbidity refers to both the rates of accident or sickness and the rates of recovery therefrom. Most of our disability insurance is 
marketed on a group basis. We offer critical illness policies on an individual basis in Canada and Asia, long-term care on an individual 
basis in Canada and medical stop-loss insurance is offered on a group basis in the United States. In Canada, group morbidity 
assumptions are based on our five-year average experience, modified to reflect any emerging trend in recovery rates. For long-term 
care and critical illness insurance, assumptions are developed in collaboration with our reinsurers and are largely based on their 
experience. In the United States, our experience is used for both medical stop-loss and disability assumptions, with some consideration 
of industry experience. 
 
Lapse and Other Policyholder Behaviour 
 
Lapse 
Policyholders may allow their policies to lapse prior to the end of the contractual coverage period by choosing not to continue to pay 
premiums or by surrendering their policy for the cash surrender value. Assumptions for lapse experience on life insurance are generally 
based on our five-year average experience. Lapse rates vary by plan, age at issue, method of premium payment, and policy duration. 
 
Premium Payment Patterns  
For universal life contracts, it is necessary to set assumptions about premium payment patterns. Studies prepared by industry or the 
actuarial profession are used for products where our experience is insufficient to be statistically valid. Premium payment patterns usually 
vary by plan, age at issue, method of premium payment and policy duration.  
 
Expense  
Future policy-related expenses include the costs of premium collection, claims adjudication and processing, actuarial calculations, 
preparation and mailing of policy statements and related indirect expenses and overheads. Expense assumptions are mainly based on 
our recent experience using an internal expense allocation methodology. Inflationary increases assumed in future expenses are 
consistent with the future interest rates used in scenario testing.  
 
Investment Returns 
 
Interest Rates 
We generally maintain distinct asset portfolios for each major line of business. Under CALM, the future cash flows from insurance 
contracts and the assets that support them are projected under a number of interest rate scenarios, some of which are prescribed by 
Canadian actuarial standards of practice. Reinvestments and disinvestments take place according to the specifications of each 
scenario, and the liability is set based on the range of possible outcomes.  
 
Non-fixed Income Rates of Return 
We are exposed to equity markets through our segregated fund products (including variable annuities) that provide guarantees linked to 
underlying fund performance and through insurance products where the insurance contract liabilities are supported by non-fixed income 
assets.  
 
For segregated fund products (including variable annuities), we have implemented hedging programs involving the use of derivative 
instruments to mitigate a large portion of the equity market risk associated with the guarantees. The cost of these hedging programs is 
reflected in the liabilities. The unhedged portion of risk for these products reflects equity market risks associated with items such as 
provisions for adverse deviation and a portion of fee income that is not related to the guarantees provided. 
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The majority of non-fixed income assets which are designated as FVTPL support our participating and universal life products where 
investment returns are passed through to policyholders through routine changes in the amount of dividends declared or in the rate of 
interest credited. In these cases, changes in non-fixed income values are largely offset by changes in insurance contract liabilities. 
 
Asset Default 
As required by Canadian actuarial standards of practice, insurance contract liabilities include a provision for possible future default of 
the assets supporting those liabilities. The amount of the provision for asset default included in the insurance contract liabilities is based 
on possible reductions in future investment yield that vary by factors such as type of asset, asset credit quality (rating), duration and 
country of origin. The asset default assumptions are comprised of a best estimate plus a margin for adverse deviations, and are 
intended to provide for loss of both principal and income. Best estimate asset default assumptions by asset category and geography are 
derived from long-term studies of industry experience and the Company's experience. Margins for adverse deviation are chosen from 
the standard range (of 25% to 100%) as recommended by Canadian actuarial standards of practice based on the amount of uncertainty 
in the choice of best estimate assumption. The credit quality of an asset is based on external ratings if available (public bonds) and 
internal ratings if not (mortgages and corporate loans). Any assets without ratings are treated as if they are rated below investment 
grade. 
 
In contrast to asset impairment provisions and changes in FVTPL assets arising from impairments, both of which arise from known 
credit events, the asset default provision in the insurance contract liabilities covers losses related to possible future (unknown) credit 
events. Canadian actuarial standards of practice require the asset default provision to be determined taking into account known 
impairments that are recognized elsewhere on the balance sheet. The asset default provision included in the insurance contract 
liabilities is re-assessed each reporting period in light of impairments, changes in asset quality ratings and other events that occurred 
during the period. 
 
10.A.iii Insurance Contract Liabilities 
Insurance contract liabilities consist of the following:  

 
As at December 31, 2012 SLF Canada SLF U.S. SLF Asia Corporate (1) Total 

Individual participating life  $ 17,600 $ 4,896 $ 4,642  $ 1,917 $ 29,055

Individual non-participating life  5,970 13,967 339  668  20,944

Group life  1,252 1,075 11  —  2,338

Individual annuities  9,370 56 —  5,234  14,660

Group annuities  7,750 28 —  —  7,778

Health insurance  7,741 1,212 1  117  9,071
Insurance contract liabilities before other 
policy liabilities  49,683 21,234 4,993  7,936  83,846

Add: Other policy liabilities(2)  2,732 976 1,302  304  5,314

Total insurance contract liabilities  $ 52,415 $ 22,210 $ 6,295  $ 8,240 $ 89,160
 
(1) Primarily business from the U.K. and run-off reinsurance operations. Includes SLF U.K. of $1,839 for Individual participating life; $7 for Individual non-

participating life; $5,235 for Individual annuities and $123 for Other policy liabilities. 
(2)  Consists of amounts on deposit, policy benefits payable, provisions for unreported claims, provisions for policyholder dividends and provisions for 

experience rating refunds. 

 
As at December 31, 2011 SLF Canada SLF U.S. SLF Asia Corporate (1) Total 
Individual participating life  $ 16,967 $ 5,130 $ 4,194  $ 2,005 $ 28,296
Individual non-participating life(2)  5,458 13,110 326  732 19,626
Group life  1,298 1,060 9  — 2,367
Individual annuities  9,493 88 —  4,924 14,505
Group annuities  7,172 32 —  — 7,204
Health insurance  7,360 1,160 1  117 8,638
Insurance contract liabilities before other 
policy liabilities  47,748 20,580 4,530  7,778 80,636
Add: Other policy liabilities(3)  2,630 1,040 1,219  309 5,198

Total insurance contract liabilities  $ 50,378 $ 21,620 $ 5,749  $ 8,087 $ 85,834
 
(1) Primarily business from the U.K. and run-off reinsurance operations. Includes SLF U.K. of $1,929 for Individual participating life; $17 for Individual non-

participating life; $4,924 for Individual annuities and $121 for Other policy liabilities. 
(2) Balances have been restated. Refer to Note 2. 
(3)  Consists of amounts on deposit, policy benefits payable, provisions for unreported claims, provisions for policyholder dividends and provisions for 

experience rating refunds. 
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10.A.iv Changes in Insurance Contract Liabilities and Reinsurance Assets 
Changes in Insurance contract liabilities and Reinsurance assets for the period are as follows: 

 

  For the year ended December 31, 2012  For the year ended December 31, 2011 

 

Insurance 
contract 

liabilities 
Reinsurance 

assets  Net 

Insurance 
contract 
liabilities 

Reinsurance 
assets  Net 

Balance as at January 1 (1)  $ 80,636  $ 5,381 $ 75,255 $ 72,831  $ 4,845 $ 67,986
Change in balances on in-force 
policies  1,729  69 1,660 4,599  701  3,898
Balances arising from new 
policies  2,348  109 2,239 2,327  113  2,214
Changes in assumptions or 
methodology (1)  (365)  (103) (262) 305  (363 ) 668
Increase (decrease) in 
Insurance contract liabilities and 
Reinsurance assets   3,712  75 3,637 7,231  451  6,780

Balances before the following:  84,348  5,456 78,892 80,062  5,296  74,766
Other (2)  —  — — (117)  —  (117)
Foreign exchange rate 
movements  (502)  (114) (388) 691  85  606
Balances before Other policy 
liabilities and assets  83,846  5,342 78,504 80,636  5,381  75,255
Other policy liabilities and 
assets  5,314  258 5,056 5,198  183  5,015

Total Insurance contract 
liabilities and Reinsurance 
assets  $ 89,160  $ 5,600 $ 83,560 $ 85,834  $ 5,564 $ 80,270

 
(1) 2011 balances have been restated. Refer to Note 2. 
(2) Reduction in liabilities due to Policy loan adjustment 
 
10.A.v Impact of Changes in Assumptions or Methodology  
 
Impact of Changes in Assumptions or Methodology on Insurance Contract Liabilities net of Reinsurance Assets - 2012 

 

Assumption or methodology 
Policy liabilities increase 
(decrease) before income taxes Description 

Mortality / Morbidity $ 37  Driven primarily by updates to reflect recent 
experience in SLF U.S. and SLF Canada. 

Lapse and other policyholder behaviour (4)  Resulting primarily from updates to lapse assumptions 

Expense (10)  Reflects impact of updates to expenses and the 
favourable impact of lower fund management fees 

Investment returns (9)  
Resulting primarily from updates to our economic 
scenario generator offset by an increase in average 
long-term credit spreads 

Model enhancements and other (276)  
Reflects the impact of modeling enhancements and 
assumptions relating to our ability to recapture certain 
reinsurance treaties in the U.S.  

Total impact $ (262)   
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Impact of Changes in Assumptions or Methodology on Insurance Contract Liabilities net of Reinsurance Assets - 2011 
 

Assumption or methodology 
Policy liabilities increase(decrease) 
before income taxes Description 

Mortality / Morbidity(1) $ 150  
Primarily due to updates to reflect new industry 
guidance from the CIA related to mortality 
improvement. 

Lapse and other policyholder behaviour 341  
Reflects higher lapse rates on term insurance 
renewals in SLF Canada, as well as updates for 
premium persistency in Individual Insurance in SLF 
U.S. 

Expense (29)  Impact of reflecting recent experience studies across 
the Company (i.e. higher unit costs). 

Investment returns 154  

Largely due to updates to a number of investment 
assumptions including updates to real estate returns 
and the impact of a lower interest rate environment, 
partially offset by changes to asset default 
assumptions. 

Model enhancements and other (132)  Modelling enhancements to improve the projection of 
future cash flows across a number of our businesses. 

Hedging in the liabilities 184  
Reflects a change in methodology to provide for the 
cost of hedging our existing variable annuity and 
segregated fund contracts over their remaining 
lifetime. 

Total impact $ 668   

 
(1) Balances have been restated. Refer to Note 2. 
 
10.A.vi Gross Claims and Benefits Paid 
Gross claims and benefits paid consist of the following: 

 
For the years ended December 31  2012 2011 
Maturities and surrenders  $ 2,769 $ 3,048
Annuity payments  1,128 1,092
Death and disability benefits  2,917 2,750
Health benefits  3,578 3,449
Policyholder dividends and interest on claims and deposits  1,021 900

Total gross claims and benefits paid  $ 11,413 $ 11,239
 
10.B Investment Contract Liabilities 
 

10.B.i Description of Business 
The following are the types of Investment contracts in force: 
 
• Term certain payout annuities in Canada and the U.S. 
• Guaranteed Investment Contracts in Canada 
• Unit-linked products issued in the U.K. and Hong Kong; and 
• Non-unit-linked pensions contracts issued in the U.K. and Hong Kong 
 
10.B.ii Assumptions and Methodology 
 
Investment Contracts with Discretionary Participation Features 
Investment contracts with DPF are measured using the same approach as insurance contracts.  
 
Investment Contracts without Discretionary Participation Features 
Investment contracts without DPF are measured at FVTPL if by doing so a potential accounting mismatch is eliminated or significantly 
reduced or if the contract is managed on a fair value basis. Other investment contracts without DPF are measured at amortized cost.  
 
The fair value liability is measured through the use of prospective discounted cash-flow techniques. For unit-linked contracts, the fair 
value liability is equal to the current unit fund value, plus additional non-unit liability amounts on a fair value basis if required. For non-
linked contracts, the fair value liability is equal to the present value of expected cash flows. 
 
Amortized cost is measured at the date of initial recognition as the fair value of consideration received, less the net effect of principal 
payments such as transaction costs and front-end fees. At each reporting date, the amortized cost liability is measured as the value of 
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future best estimate cash flows discounted at the effective interest rate. The effective interest rate is the one that equates the discounted 
cash payments to the liability at the date of initial recognition. 
 
10.B.iii Investment Contract Liabilities 
Investment contract liabilities consist of the following: 

 
As at December 31, 2012 SLF Canada  SLF U.S.  SLF Asia Corporate   Total 

Individual participating life  $ — $ — $ —  $ 18 $ 18

Individual non-participating life  —  — 173  5  178

Individual annuities  1,771  29 —  68  1,868

Group annuities  —  — 239  —  239

Total investment contract liabilities  $ 1,771  $ 29 $ 412  $ 91 $ 2,303

 
Included in the Investment contract liabilities of $2,303 are liabilities of $496 for investment contracts with DPF, $1,772 for investment contracts 
without DPF measured at amortized cost and $35 for investment contracts without DPF measured at fair value. 
 

 
As at December 31, 2011 SLF Canada  SLF U.S.  SLF Asia Corporate   Total 
Individual participating life  $ — $ — $ —  $ 19 $ 19
Individual non-participating life  — — 152  7  159
Individual annuities  1,581 7 —  68  1,656
Group annuities  — — 249  —  249

Total investment contract liabilities  $ 1,581 $ 7 $ 401  $ 94 $ 2,083
 
Included in the Investment contract liabilities of $2,083 are liabilities of $487 for investment contracts with DPF, $1,534 for investment contracts 
without DPF measured at amortized cost and $62 for investment contracts without DPF measured at fair value. 
 
10.B.iv Changes in Investment Contract Liabilities 
Changes in investment contract liabilities without DPF are as follows: 

 
For the years ended   December 31, 2012  December 31, 2011 

 
Measured at 

fair value 
Measured at 

amortized cost 
Measured at 

fair value 
Measured at 

amortized cost 

Balance as at January 1  $ 62 $ 1,534  $ 104 $ 1,291
Deposits  — 433  —  395
Interest  — 33  —  35
Withdrawals  (28) (245)  (47 ) (202)
Fees  — (3)  —  (2)
Change in fair value  — —  (3 ) —
Other  — 20  5  17
Foreign exchange rate movements  1 —  3  —

Balance, as at December 31  $ 35 $ 1,772  $ 62 $ 1,534
 
Changes in investment contract liabilities with DPF are as follows: 

 

For the years ended December 31 2012 2011 
Balance as at January 1  $ 487 $ 540
Change in liabilities on in-force  (7 ) (73)
Liabilities arising from new policies  25  9
Changes in assumptions or methodology  —  —

Increase (decrease) in liabilities  18  (64)

Liabilities before the following:  505  476
Foreign exchange rate movements  (9 ) 11

Balance as at December 31  $ 496 $ 487
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10.C Total Assets Supporting Liabilities and Equity 
The following tables show the total assets supporting total liabilities for the product lines shown (including insurance contract and 
investment contract liabilities) and assets supporting equity and other: 

 
  As at December 31, 2012 

 

FVTPL - 
debt 

securities 

AFS - 
debt 

securities 

FVTPL - 
equity 

securities 

AFS - 
equity 

securities 
Mortgages 
and loans 

Investment 
properties  Other Total 

Individual participating life  $ 15,312  $ — $ 2,691 $ — $ 6,021 $ 4,167  $ 4,166 $ 32,357

Individual non-participating life  10,445  304 1,025 — 4,740 1,041  8,191 25,746

Group Life  706  — 10 — 1,343 28  1,027 3,114

Individual annuities  9,633  384 261 — 5,235 —  1,160 16,673

Group annuities  3,564  — 78 — 4,217 41  280 8,180

Health insurance  3,465  — 103 — 5,202 176  1,585 10,531

Equity and other  162  6,342 — 825 403 443  8,102 16,277

Total assets  $ 43,287  $ 7,030 $ 4,168 $ 825 $ 27,161 $ 5,896  $ 24,511 $112,878

  As at December 31, 2011 

  

FVTPL - 
debt 

securities  

AFS - 
debt 

securities 

FVTPL - 
equity 

securities 

AFS - 
equity 

securities 
Mortgages 
and loans 

Investment 
properties  Other Total 

Individual participating life  $ 15,227  $ — $ 2,275 $ — $ 5,572 $ 3,658  $ 5,046 $ 31,778
Individual non-participating life(1) 9,718  314 993 — 4,336 699  8,207 24,267
Group Life  784  — 8 — 1,289 26  1,026 3,133
Individual annuities  9,114  310 263 — 5,187 —  1,596 16,470
Group annuities  3,261  — 70 — 3,824 43  483 7,681
Health insurance  3,933  — 97 — 4,655 133  1,104 9,922
Equity and other(1)  82  5,276 — 809 392 561  7,762 14,882

Total assets  $ 42,119  $ 5,900 $ 3,706 $ 809 $ 25,255 $ 5,120  $ 25,224 $108,133
 
(1) Balances have been restated. Refer to Note 2. 
 
10.D Role of the Appointed Actuary 
The Appointed Actuary is appointed by the Board and is responsible for ensuring that the assumptions and methods used in the 
valuation of policy liabilities are in accordance with Canadian accepted actuarial practice, applicable legislation and associated 
regulations or directives. 
 
The Appointed Actuary is required to provide an opinion regarding the appropriateness of the policy liabilities at the statement dates to 
meet all obligations to policyholders of the Company. Examination of supporting data for accuracy and completeness and analysis of 
our assets for their ability to support the amount of policy liabilities are important elements of the work required to form this opinion. 
 
The Appointed Actuary is required each year to analyze the financial condition of the Company and prepare a report for the Board. The 
2012 analysis tested our capital adequacy until December 31, 2016, under various adverse economic and business conditions. The 
Appointed Actuary reviews the calculation of our Canadian Minimum Continuing Capital and Surplus Requirements ("MCCSR"), which 
is calculated on our worldwide insurance operations. The MCCSR ratio as at December 31, 2012, was well in excess of the minimum 
requirement. In addition, our foreign operations and foreign subsidiaries must comply with local capital requirements in each of the 
jurisdictions in which they operate. We calculated an appropriation of retained earnings of $2,496 ($2,032 in 2011). 
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11. Reinsurance 
 

 
Reinsurance is used primarily to limit exposure to large losses. We have a retention policy that requires that such arrangements be 
placed with well-established, highly rated reinsurers. Coverage is well-diversified and controls are in place to manage exposure to 
reinsurance counterparties. While reinsurance arrangements provide for the recovery of claims arising from the liabilities ceded, we 
retain primary responsibility to the policyholders.  
 
11.A Reinsurance Assets 
Reinsurance assets are measured using the amounts and assumptions associated with the underlying insurance contracts and in 
accordance with the terms of each reinsurance contract. Reinsurance assets are comprised of the following: 

 
As at December 31, 2012 SLF Canada  SLF U.S.  SLF Asia Corporate (1) Total 

Individual participating life  $ (11) $ (14) $ 91  $ — $ 66

Individual non-participating life  92 3,378 61  188 3,719

Group Life  64 871 —  — 935

Individual annuities  — — —  72 72

Health Insurance  455 95 —  — 550

Reinsurance assets before other policy assets 600 4,330 152  260 5,342

Add: Other policy assets(2)  65 168 15  10 258

Total reinsurance assets  $ 665 $ 4,498 $ 167  $ 270 $ 5,600
 
(1) Primarily business from the U.K. and run-off reinsurance operations. Includes SLF U.K. business of $27 for Individual non-participating life and $72 for 

Individual annuities. 
(2) Consists of amounts on deposit, policy benefits payable, provisions for unreported claims, provisions for policyholder dividends, and provisions for 

experience rating refunds. 
 

 
As at December 31, 2011 SLF Canada  SLF U.S.  SLF Asia Corporate (1) Total 
Individual participating life  $ 177 $ (16) $ 137  $ — $ 298
Individual non-participating life(2)  312 3,035 60  204 3,611
Group Life  73 869 —  — 942
Individual annuities  — — —  65 65
Health Insurance  379 85 —  1 465

Reinsurance assets before other policy assets 941 3,973 197  270 5,381
Add: Other policy assets(3)  57 104 11  11 183

Total reinsurance assets  $ 998 $ 4,077 $ 208  $ 281 $ 5,564
 
(1)  Primarily business from the U.K. and run-off reinsurance operations. Includes SLF U.K. of $25 for Individual non-participating life and $65 for Individual 

annuities. 
(2)  Balances have been restated. Refer to Note 2. 
(3)  Consists of amounts on deposit, policy benefits payable, provisions for unreported claims, provisions for policyholder dividends, and provisions for 

experience rating refunds. 
 
No impairment was incurred for fiscal year ended December 31, 2012. See Note 10 for the Changes in Reinsurance assets for the year.  
 
11.B Reinsurance (Expenses) Recoveries 
Reinsurance (expenses) recoveries are comprised of the following: 

 

For the years ended December 31, 2012 2011 
Recovered claims and benefits  $ 4,185 $ 3,799
Commissions  78 96
Reserve adjustments  137 251
Investment income ceded  (129) (411)
Operating expenses and other  470 453

Reinsurance (expenses) recoveries  $ 4,741 $ 4,188
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11.C Reinsurance Gains or Losses 
We did not enter into significant reinsurance arrangements which resulted in profits on inception for the year ended December 31, 2012 
($46 in 2011) 
 
 

12. Other Liabilities 
 

 
12.A Composition of Other Liabilities 
Other liabilities consist of the following: 

 
As at December 31, 2012 2011 
Accounts payable  $ 1,927 $ 1,948
Bank overdrafts and cash pooling  3 64
Repurchase agreements  1,395 1,341
Accrued expenses and taxes  558 437
Borrowed funds  334 296
Accrued benefit liability (Note 25)  350 359
Special purpose entity liabilities   109 171
Other  2,151 2,016

Total other liabilities  $ 6,827 $ 6,632
 
12.B Repurchase Agreements 
We enter into repurchase agreements for operational funding and liquidity purposes. Repurchase agreements have maturities ranging 
from 2 to 84 days, averaging 47 days, and bear interest at an average rate of 1.05% as at December 31, 2012 (1.06% as at December 
31, 2011). As at December 31, 2011, the Company had assets with a total fair value and carrying value of $1,395 ($1,341 on December 
31, 2011), pledged as collateral for the repurchase agreements. As at December 31, 2012, the fair values of the repurchase agreements 
approximate their carrying values. During the term of the agreements, the Company does not have access to these securities 
 
12.C Borrowed Funds 
Borrowed funds are encumbrances on real estate as follows as at December 31: 

 
Currency of Borrowing Maturity 2012 2011 
Cdn. dollars Current - 2034  $ 261 $ 214
U.S. dollars Current - 2024  73 82

Total borrowed funds    $ 334 $ 296
 
The aggregate maturities of borrowed funds on real estate are included in Note 5.B. 
 
Interest expense for the borrowed funds was $16 for 2012, and $14 for 2011 respectively. 
 
 

13. Innovative Capital Instruments 
 

 
Innovative capital instruments consist of Sun Life ExchangEable Capital Securities (“SLEECS”), issued by Sun Life Capital Trust 
(“SLCT I”) and Sun Life Capital Trust II (“SLCT II”, and together with SLCT I, the “SL Capital Trusts”), established as trusts under the 
laws of Ontario.  
 
SLCT I issued Sun Life ExchangEable Securities - Series A (“SLEECS A”) and Sun Life ExchangEable Securities - Series B (“SLEECS 
B”), which are classes of units that represent an undivided beneficial ownership interest in the assets of that trust. The SLEECS A were 
redeemed at par on December 31, 2011. SLEECS B are non-voting except in certain limited circumstances. Holders of SLEECS A 
were, and holders of the SLEECS B are eligible to receive semi-annual non-cumulative fixed cash distributions. SLCT II issued Sun Life 
ExchangEable Capital Securities - Series 2009-1 (“SLEECS 2009-1”), which are subordinated unsecured debt obligations. Holders of 
SLEECS 2009-1 are eligible to receive semi-annual interest payments. The proceeds of the issuances of SLEECS A, SLEECS B and 
SLEECS 2009-1 were used by the SL Capital Trusts to purchase senior debentures of Sun Life Assurance. These senior debentures 
are eliminated on consolidation because the SL Capital Trusts are consolidated by Sun Life Assurance. The Sun Life Assurance senior 
debenture purchased with the proceeds of the issuance of SLEECS A was redeemed on December 31, 2011. 
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The SLEECS are structured with the intention of achieving Tier 1 regulatory capital treatment for SLF Inc. and Sun Life Assurance and, 
as such, have features of equity capital. No interest payments or distributions will be paid in cash by the SL Capital Trusts on the 
SLEECS if Sun Life Assurance fails to declare regular dividends (i) on its Class B Non-Cumulative Preferred Shares Series A, or (ii) on 
its public preferred shares, if any are outstanding (“Missed Dividend Event”). In the case of the SLEECS 2009-1, if a Missed Dividend 
Event occurs or if an interest payment is not made in cash on the SLEECS 2009-1 for any reason, including at the election of Sun Life 
Assurance, holders of the SLEECS 2009-1 will be required to invest interest paid on the SLEECS 2009-1 in non-cumulative perpetual 
preferred shares of Sun Life Assurance. In the case of the SLEECS B, if a Missed Dividend Event occurs, the net distributable funds of 
SLCT I will be distributed to Sun Life Assurance as the holder of Special Trust Securities of that trust. If the SL Capital Trusts fail to pay 
in cash the semi-annual interest payments or distributions on the SLEECS in full for any reason other than a Missed Dividend Event, 
then, for a specified period of time, Sun Life Assurance will not declare dividends of any kind on any of its public preferred shares, and if 
no such public preferred shares are outstanding, SLF Inc. will not declare dividends of any kind on any of its preferred shares or 
common shares. 
 
Each SLEECS B and each one thousand dollars principal amount of SLEECS 2009-1 will be automatically exchanged for 40 non-
cumulative perpetual preferred shares of Sun Life Assurance if any one of the following events occurs: (i) proceedings are commenced 
or an order is made for the winding-up of Sun Life Assurance; (ii) OSFI takes control of Sun Life Assurance or its assets; (iii) Sun Life 
Assurance's Tier 1 capital ratio is less than 75% or its MCCSR ratio is less than 120%; or (iv) OSFI directs Sun Life Assurance to 
increase its capital or provide additional liquidity and Sun Life Assurance either fails to comply with such direction or elects to have the 
SLEECS automatically exchanged (“Automatic Exchange Event”). Upon an Automatic Exchange Event, former holders of the SLEECS 
will cease to have any claim or entitlement to distributions, interest or principal against the issuing SL Capital Trust and will rank as 
preferred shareholders of Sun Life Assurance in a liquidation of Sun Life Assurance. 
 
According to OSFI guidelines, innovative capital instruments can comprise up to 15% of net Tier 1 capital with an additional 5% eligible 
for Tier 2B capital. As at December 31, 2012, for regulatory capital purposes of Sun Life Assurance, $695 (2011 - $695) represents Tier 
1 capital, and nil (2011 - nil) represents Tier 2B capital.  
 
The table below presents additional significant terms and conditions of the Innovative Capital Instruments: 

 

Issuer Issuance Date 

Distribution or 
interest 

payment dates
Annual 

yield
Redemption date at 

the issuer's option
Conversion date at the 

holder's option 
December 

31, 2012
December 

31, 2011 

Sun Life Capital Trust (1)(2)(3)(4)          

SLEECS A October 19, 2001 
June 30, 

December 31 6.865% December 31, 2006 Any time  $ — $ —

SLEECS B June 25, 2002 
June 30, 

December 31 7.093% June 30, 2007 Any time  200 200

Sun Life Capital Trust II (1)(2)    

SLEECS 2009-1 November 20, 2009 
June 30, 

December 31  5.863%(5) December 31, 2014 No conversion option  496 495

    $ 696 $ 695

Fair value    $ 784 $ 712
 
(1) Subject to the approval of OSFI, (i) the SL Capital Trusts may, in whole or in part, on the redemption date specified above or on any distribution date 

thereafter, or in the case of SLCT II, on any date thereafter, redeem any outstanding SLEECS without the consent of the holders, and (ii) upon 
occurrence of a regulatory event or a tax event (as defined), prior to the redemption date specified above, the SL Capital Trusts may redeem all, but not 
part of, any class of SLEECS without the consent of the holders. 

(2) The SLEECS A were redeemed at par on December 31, 2011. The SLEECS B may be redeemed for cash equivalent to (i) the greater of the Early 
Redemption Price or the Redemption Price if the redemption occurs prior to June 30, 2032 or (ii) the Redemption Price if the redemption occurs on or 
after June 30, 2032. Redemption Price refers to an amount equal to one thousand dollars plus the unpaid distributions, other than unpaid distributions 
resulting from a Missed Dividend Event, to the redemption date. Early Redemption Price for the SLEECS B refers to the price calculated to provide an 
annual yield, equal to the yield of a Government of Canada bond issued on the redemption date that has a maturity date of June 30, 2032, plus 32 
basis points, plus the unpaid distributions, other than unpaid distributions resulting from a Missed Dividend Event, to the redemption date. The SLEECS 
2009-1 may be redeemed for cash equivalent to, on any day that is not an Interest Rate Reset Date, accrued and unpaid interest on the SLEECS 2009-
1 plus the greater of par and a price calculated to provide an annual yield equal to the yield of a Government of Canada bond maturing on the next 
Interest Reset Date plus (i) 0.60% if the redemption date is prior to December 31, 2019 or (ii) 1.20% if the redemption date is any time after December 
31, 2019. On an Interest Rate Reset Date, the redemption price is equal to par plus accrued and unpaid interest on the SLEECS 2009-1. 

(3) The non-cumulative perpetual preferred shares of Sun Life Assurance issued upon an Automatic Exchange Event in respect of the SLEECS B will 
become convertible, at the option of the holder, into a variable number of common shares of SLF Inc. on distribution dates on or after December 31, 
2032. 

(4) Holders of SLEECS B may exchange, at any time, all or part of their holdings of SLEECS B at a price for each SLEECS of 40 non-cumulative perpetual 
preferred shares of Sun Life Assurance. SLCT I will have the right, at any time before the exchange is completed, to arrange for a substituted purchaser 
to purchase SLEECS tendered for surrender to SLCT I so long as the holder of the SLEECS so tendered has not withheld consent to the purchase of 
its SLEECS. Any non-cumulative perpetual preferred shares issued in respect of an exchange by the holders of SLEECS B will become convertible, at 
the option of the holder, into a variable number of common shares of SLF Inc. on distribution dates on or after December 31, 2032.  

(5) Holders of SLEECS 2009-1 are eligible to receive semi-annual interest payments at a fixed rate until December 31, 2019. The interest rate on the 
SLEECS 2009-1 will reset on December 31, 2019 and every fifth anniversary thereafter to equal the five-year Government of Canada bond yield plus 
3.40%.  

 
Fair value is based on market prices for the same or similar instruments as appropriate. Interest expense on Innovative capital 
instruments was $44 and $109 for 2012 and 2011, respectively. 
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14. Subordinated Debt 
 

 
The following obligations are included in Subordinated debt and qualify as capital for Canadian regulatory purposes: 

 

 Currency 
Interest

Rate Earliest Par Call date(1) Maturity
December 31, 

2012 
December 31, 

2011 

Sun Life Assurance:         
Issued May 15, 1998(2) Cdn. dollars 6.30% — 2028  $ 150 $ 150
Issued June 25, 2002(3) Cdn. dollars 6.15% June 30, 2012 2022  — 800
Issued March 31, 2008(4) Cdn. dollars 5.75% — 2023  200 200

Total      $ 350 $ 1,150

Fair Value      $ 401 $ 1,191
 

(1) The relevant debenture may be redeemed, at the option of the issuer. Prior to the date noted, the redemption price is the greater of par and a price 
based on the yield of a corresponding Government of Canada bond; from the date noted, the redemption price is par and redemption may only occur 
on a scheduled interest payment date. Redemption of all subordinated debentures is subject to regulatory approval.  

(2) 6.30% Debentures, Series 2, due 2028. Issued by The Mutual Life Assurance Company of Canada, which thereafter changed its name to Clarica Life 
Insurance Company (“Clarica”). Clarica was amalgamated with Sun Life Assurance effective December 31, 2002. 

(3) 6.15% Debentures due June 30, 2022. Redeemed on June 30, 2012. 
(4) Issued to SLF Inc. After March 31, 2018, interest is payable at 1.85% over the 90-day Bankers' Acceptance Rate.  
  
Fair value is based on market prices for the same or similar instruments as appropriate. Interest expense on subordinated debt was $45 
and $70 for 2012 and 2011, respectively.  
 
 

15. Share Capital 
 

 
The authorized share capital of Sun Life Assurance consists of the following: 
 
• An unlimited number of common shares without nominal or par value. Each common share is entitled to one vote at meetings of 

the shareholders of Sun Life Assurance, except for meetings at which only holders of another specified class or series of shares of 
Sun Life Assurance are entitled to vote separately as a class or series and meetings at which only policyholders of Sun Life 
Assurance are entitled to vote separately as policyholders.  

• An unlimited number of Class A, Class B, Class C, Class D and Class E non-voting preferred shares, without nominal or par value, 
issuable in series. Before issuance of the shares, the Board is authorized to fix the number of shares for each series and to 
determine the designation, rights, privileges, restrictions and conditions to be attached to the Class A, Class B, Class C, Class D 
and Class E Shares of the series. Class A, Class B, Class C and Class E shares rank equally with one another and they are 
entitled to preference over Class D Shares and common shares with respect to dividend payments and return of capital. Holders of 
Class E shares will be entitled to vote under certain circumstances. 

 
Dividends and restrictions on the payment of dividends 
Under provisions of the Insurance Companies Act (Canada) that apply to Sun Life Assurance, we are prohibited from declaring or 
paying a dividend on preferred or common shares if there are reasonable grounds for believing we are, or by paying the dividend would 
be, in contravention of the requirement that we maintain adequate capital and adequate and appropriate forms of liquidity, that we 
comply with any regulations in relation to capital and liquidity that are made under the Insurance Companies Act (Canada), and that we 
comply with any order by which OSFI directs us to increase our capital or provide additional liquidity. 
 
We have covenanted that, if a distribution is not paid when due on any outstanding SLEECS issued by Sun Life Capital Trust and 
Sun Life Capital Trust II, then Sun Life Assurance will not pay dividends on its public preferred shares, if any are outstanding until the 
12th month (in the case of the SLEECS issued by Sun Life Capital Trust) or 6th month (in the case of SLEECS issued by Sun Life 
Capital Trust II) following the failure to pay the required distribution in full, unless the required distribution is paid to the holders of 
SLEECS. public preferred shares means preferred shares issued by Sun Life Assurance which: (a) have been issued to the public 
(excluding any preferred shares held beneficially by affiliates of Sun Life Assurance); (b) are listed on a recognized stock exchange; and 
(c) have an aggregate liquidation entitlement of at least $200. As at December 31, 2012, Sun Life Assurance did not have outstanding 
any shares that qualify as public preferred shares. 
 
Currently, the above limitations do not restrict the payment of dividends on the preferred or common shares of Sun Life Assurance. 
 
The declaration and payment of dividends on shares of Sun Life Assurance are at the sole discretion of the Board of Directors and will 
be dependent upon our earnings, financial condition and capital requirements. Dividends may be adjusted or eliminated at the discretion 
of the Board on the basis of these or other considerations. 
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15.A Common Shares 
The changes in shares issued and outstanding included in equity on the Consolidated Statements of Financial Position are included in 
the following table. All common shares are held by SLF Inc. 

 
  2012  2011 

Common shares (in millions of shares) 
Number of 

shares Amount  
Number 

of shares Amount 
Balance, January 1  417 $ 2,245  405 $ 1,945
Common shares issued   10 250  12 300

Balance, December 31  427 $ 2,495  417 $ 2,245
 
15.B Preferred Shares  
The issued and outstanding preferred shares classified as equity are as follows: 

 
As at December 31  2012  2011 

Preferred shares (in thousands of shares) 
Number of 

shares Amount  
Number 

of shares Amount 
Class B, Series A shares(1)   40  $ 1  40 $ 1
Class C, Series 1 shares(2)  28,000  700  28,000  700
Balance, December 31  28,040  $ 701  28,040 $ 701
 
(1)  Issued on October 19, 2001 to SLF Inc. at $25 per share. SLF Inc. is entitled to receive non-cumulative quarterly dividends of $0.375 per share.  
(2)  Issued on December 29, 2005 to SLF Inc. at $25 per share. SLF Inc. is entitled to receive non-cumulative quarterly dividends of $0.275 per share. 

Subject to regulatory approval, Sun Life Assurance may redeem these shares, in whole or in part, at a redemption price equal to $25 per share together 
with any declared and unpaid dividends. 

 
We classified preferred shares that are redeemable at the option of the holder as liabilities for reporting purposes.  
 
The issued and outstanding preferred shares classified as liabilities on the Consolidated Statements of Financial Position are as follows: 

 
As at December 31 2012  2011 

Preferred shares (in thousands of shares) 
Number 

of shares Amount  
Number 

of shares  Amount 
Class C, Series 2 shares (1)  14,000 $ 350  14,000  $ 350
Class C, Series 7 shares (2)  32,000 $ 800  —  $ —
Balance, December 31  46,000 $ 1,150  14,000  $ 350
 
(1) Issued to SLF Inc. on September 30, 2008, at $25 per share. SLF Inc. is entitled to receive cumulative quarterly dividends of $0.328 per share. Subject 

to regulatory approval, on or after September 30, 2013, Sun Life Assurance may redeem these shares, in whole or in part, at a declining premium, 
together with any accrued and unpaid dividends. Subject to regulatory approval, on or after September 30, 2023, SLF Inc. may require Sun Life 
Assurance to redeem these shares, in whole or in part, at $25 per share together with any accrued and unpaid dividends. The shares are required to be 
redeemed on September 30, 2028 at $25 per share together with accrued and unpaid dividends as at that date.  

(2) Issued to SLF Inc. on June 5, 2012, at $25 per share. SLF Inc. is entitled to receive cumulative quarterly dividends of $0.226 per share. Subject to 
regulatory approval, on or after June 30, 2017, Sun Life Assurance may redeem these shares, in whole or in part, at par together with accrued and any 
unpaid dividends to but not including the date on which redemption occurs. Subject to regulatory approval, the shares are required to be redeemed on 
June 30, 2022 at $25 per share together with accrued and unpaid dividends to, but not including June 30, 2022. 

 
Dividends on these preferred shares of $35 and $18 for 2012 and 2011, respectively, were recorded in Interest expense on the  
Consolidated Statements of Operations. 
 
 

16. Non-Controlling Interests in Subsidiaries 

 
 
Non-controlling interests in our Consolidated Statements of Financial Position, Consolidated Statements of Changes in Equity, and Net 
Income (loss) attributable to Non-controlling interests consists of SLF Inc.'s contribution to Sun Life Assurance as part of the purchase of 
Genworth Life and Health Insurance Company in 2007. 
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17. Fee Income 
 

 
Fee income for the years ended December 31 consists of the following: 

 
  2012 2011 
Income associated with administration and contract guarantees  $ 419 $ 397
Fund management and other asset based fees  406 399
Commissions  146 147
Service contract fee income  192 191
Other fee income  18 32

Total fee income  $ 1,181 $ 1,166
 
 

18. Operating Expenses 
 

 
Operating expenses for the years ended December 31 consist of the following: 

 
  2012 2011 
Employee expenses(1)  $ 1,025 $ 941
Premises and equipment  124 137
Capital asset depreciation (Note 8)  50 44
Service fees  299 338
Amortization and impairment of intangibles assets (Note 9)  22 18
Impairment of Goodwill (Note 9)  26  —
Other expenses  765 720

Total operating expenses  $ 2,311 $ 2,198
 
(1) See table below for further details 
 
Employee expenses for the years ended December 31 consist of the following: 

 
  2012 2011 
Salaries, bonus, employee benefits  $ 930 $ 925
Share-based payments (Note 19)  74 (3)
Other personnel costs  21 19

Total employee expenses  $ 1,025 $ 941
 
 

19. Share-Based Payments 
 

 
We have share-based payment plans that use notional units that are valued based on SLF Inc.'s common share price on the Toronto 
Stock Exchange (TSX). Any fluctuation in SLF Inc.'s common share price changes the value of the units, which affects our share-based 
payment compensation expense. Upon redemption of these units, payments are made to the employees with a corresponding reduction 
in the accrued liability. We use equity swaps and forwards to hedge our exposure to variations in cash flows due to changes in SLF 
Inc.'s common share price for all of these plans. 
 
Details of these plans are as follows: 
 
Senior Executives' Deferred Share Unit (DSU) Plan: Under the DSU plan, designated executives may elect to receive all or a portion 
of their annual incentive award in the form of DSUs. Each DSU is equivalent in value to one common share of SLF Inc. and earns 
dividend equivalents in the form of additional DSUs at the same rate as the dividends on common shares of SLF Inc. The designated 
executives must elect to participate in the plan prior to the beginning of the plan year and this election is irrevocable. Awards generally 
vest immediately; however, participants are not permitted to redeem the DSUs until termination, death or retirement. The value at the 
time of redemption will be based on the fair value of common shares of SLF Inc. immediately before their redemption.  
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Sun Share Unit (“Sun Shares”) Plan: In December 2010, The Board approved the Sun Share Unit Plan which replaced the Restricted 
Share Unit (“RSU”) and Performance Share Unit (“PSU”) plans for new awards granted effective in 2011. Under the Sun Share plan, 
participants are granted units that are equivalent in value to one common share of SLF Inc. and have a grant price equal to the average 
of the closing price of a common share of SLF Inc. on the TSX on the five trading days immediately prior to date of the grant. 
Participants must hold units for up to 36 months from the date of grant. The units earn dividend equivalents in the form of additional 
units at the same rate as the dividends on common shares. Units may vest or become payable if we meet specified threshold 
performance targets. The plan provides for an enhanced payout if we achieve superior levels of performance to motivate participants to 
achieve a higher return for shareholders (enhanced payout is determined through a multiplier that can be as low as zero or as high as 
two times the number of units that vest). Payments to participants are based on the number of units earned multiplied by the average 
closing price of a common share of SLF Inc. on the TSX on the five trading days immediately prior to the vesting date. 
 
RSU Plan: As noted previously, the Sun Share plan has replaced the RSU plan for new awards granted effective in 2011. Under the 
RSU plan, participants were granted units that are equivalent in value to one common share of SLF Inc. and have a grant price equal to 
the average closing price of a common share of SLF Inc. on the TSX on the five trading days immediately prior to the date of grant. Plan 
participants generally hold RSUs for 36 months from the date of grant. RSUs earn dividend equivalents in the form of additional RSUs at 
the same rate as the dividends on common shares of SLF Inc. The redemption value is the average closing price of a common share of 
SLF Inc. on the TSX on the five trading days immediately prior to the vesting date. 
 
PSU Plan/Incentive Share Unit (“ISU”) Plan: As noted previously, the Sun Share plan has replaced the PSU plan for new awards 
granted effective in 2011. Grants under the ISU plan will continue. Under these arrangements, participants are granted units that are 
equivalent in value to one common share of SLF Inc. and have a grant price equal to the average of the closing price of a common 
share of SLF Inc. on the TSX on the five trading days immediately prior to the date of grant. Participants must hold units for 36 months 
(or 40 months in the case of ISUs) from the date of grant. The units earn dividend equivalents in the form of additional units at the same 
rate as the dividends on common shares of SLF Inc. No units will vest or become payable unless we meet our specified threshold 
performance targets. The plans provide for an enhanced payout if we achieve superior levels of performance to motivate participants to 
achieve a higher return for shareholders. Payments to participants are based on the number of units vested multiplied by the average 
closing price of a common share of SLF Inc. on the TSX on the five trading days immediately prior to the vesting date. 
 
Additional information for other share-based payment plans: The units outstanding under these plans and the liabilities accrued on 
the statement of financial position are summarized in the following table: 

 
Number of units (in thousands) Sun Shares DSUs RSUs PSUs/ISUs  Total 

Units outstanding December 31, 2011  1,418 608 2,446  612 5,084

Units outstanding December 31, 2012  3,267 656 933  399 5,255

Liability accrued as at December 31, 2012  $ 45 $ 16 $ 24  $ 11 $ 96
 
Compensation expense and the income tax expense (benefit) for other share-based payment plans for the years ended December 31 
are shown in the following table. Since expenses for the DSUs are accrued as part of incentive compensation in the year awarded, the 
expenses below do not include these accruals. The expenses presented in the following table include increases in the liabilities for Sun 
Shares, DSUs, RSUs and PSUs due to changes in the fair value of the common shares of SLF Inc. and the accruals of the Sun shares, 
RSU and PSU liabilities over the vesting period, and exclude any adjustment in expenses due to the impact of hedging. 

 
For the years ended December 31  2012   2011
Compensation expense  $ 74 $ (3)
Income tax expense (benefit)  $ (20) $ 1
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20. Income Taxes  
 

 
20.A Deferred Income Taxes  
The following represents the deferred income tax assets and liabilities(1) in the Consolidated Statements of Financial Position by source 
of temporary differences: 

 
As at  December 31, 2012  December 31, 2011 

 Assets Liabilities  Assets Liabilities 
Investments  $ (1,064) $ 2  $ (882) $ 2
Policy liabilities(2)(3)  1,202 (1)  799 —
Deferred acquisition costs  121 —  163 —
Losses available for carry forward  212 —  433 —
Pension and other employee benefits 114 —  99 —
Other  235 4  236 —

Total  $ 820 5  $ 848 $ 2

Total net deferred tax asset  $ 815  $ 846

  
 
The movement in net deferred income tax assets for the years ended December 31, are as follows: 

 

 Investments 

Policy 

liabilities 

(2)(3) 

Deferred 
acquisition 

costs 

Losses 
available 
for carry 
forward 

Pension & 
other 

employee 
benefits  Other  Total 

As at December 31, 2011  $ (884)  $ 799 $ 163 $ 433 $ 99  $ 236 $ 846
Acquisitions (Disposals)  —  — — 85 —  — 85

Charged to income statement  (189)  424 (38) (303) 15  — (91)
Charged to other comprehensive 
income (5)  — — (3) —  3 (5)
Charged to equity, other than other 
comprehensive income —  — — — —  — —
Foreign exchange rate movements 12  (20) (4) — —  (8) (20)

As at December 31, 2012  $ (1,066)  $ 1,203 $ 121 $ 212 $ 114  $ 231 $ 815

 
 

 Investments 

Policy 
liabilities 

(2)(3) 

Deferred 
acquisition 

costs 

Losses 
available 
for carry 
forward 

Pension & 
other 

employee 
benefits  Other  Total 

As at January 1, 2011  $ (636)  $ 730 $ 134 $ 257 $ 112  $ 24 $ 621
Charged to income statement  (222)  44 25 155 (13)  202 191
Charged to other comprehensive 
income  4  — — 20 —  3 27

Charged to equity, other than other 
comprehensive income —  — — — —  — —

Foreign exchange rate movements (30)  25 4 1 —  7 7

As at December 31, 2011  $ (884)  $ 799 $ 163 $ 433 $ 99  $ 236 $ 846
 

(1) Our deferred income tax assets and deferred income tax liabilities are offset when there is legally enforceable right to offset current income tax assets 
against current income tax liabilities and when the deferred income taxes relate to the same taxable entity and the same taxation authority. Negative 
amounts reported under Assets are deferred income tax liabilities included in a net deferred income tax asset position; negative amounts under 
Liabilities are deferred income tax assets included in a net deferred income tax liability position. 

(2) Consists of Insurance contract liabilities and Investment contract liabilities net of Reinsurance assets. 
(3) 2011 balances have been restated. Refer to Note 2. 
 
We have accumulated tax losses, primarily in Canada and United Kingdom totaling $1,623 ($2,848 in 2011). The benefit of these tax 
losses has been recognized to the extent that it is probable that the benefit will be realized. Unused tax losses for which a deferred tax 
asset has not been recognized amount to $496 in 2012 ($727 in 2011), primarily in Asia and the U.K.  
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We will realize the benefit of the tax losses carried forward in future years through a reduction in current income taxes as and when the 
losses are utilized. These tax losses are subject to examination by various tax authorities and could be reduced as a result of the 
adjustments to tax returns. Furthermore, legislative, business or other changes may limit our ability to utilize these losses.  
 
Included in the deferred tax asset related to losses available for carry forward are tax benefits that have been recognized on losses 
incurred in either the current or the preceding year. In determining if it is appropriate to recognize these tax benefits we relied on 
projections of future taxable profits.  
 
The non-capital losses carried forward in Canada expire beginning in 2028. Tax losses in the United Kingdom can be carried forward 
indefinitely. 
 
We recognize a deferred income tax liability on all temporary differences associated with investments in subsidiaries, branches, 
associates and joint ventures unless we are able to control the timing of the reversal of these differences and it is probable that these 
differences will not reverse in the foreseeable future. In 2012, temporary differences associated with investments in subsidiaries, 
branches, associates and joint ventures for which a deferred income tax liability has not been recognized amount to $3,040 ($2,817 in 
2011). 
 
20.B Income Tax Expense 
 
20.B.i.  In our Consolidated Statements of Operations, income tax expense (benefit) for the years ended December 31 has the 
following components: 

 
  2012 2011 

Current income tax expense (benefit):     
Current year  $ 105  $ 171
Adjustments in respect of prior years, including resolution of tax disputes  (44) (70)

Total current income tax expense (benefit)  $ 61  $ 101

  2012 2011 

Deferred income tax expense (benefit):     
Origination and reversal of temporary differences(1)  $ 77  $ (145)
Tax expense (benefit) arising from unrecognized tax losses  (8) (70)
Adjustments in respect of prior years, including resolution of tax disputes  22 24

Total deferred income tax expense (benefit)  $ 91  $ (191)

Total income tax expense (benefit)  $ 152  $ (90)
 
(1) 2011 balances have been restated. Refer to Note 2. 
 
20.B.ii  Income tax benefit (expense) recognized directly in equity for the years ended December 31: 

 
  2012 2011 

Recognized in other comprehensive income:    
Current income tax benefit (expense)  $ (2)  $ (4)
Deferred income tax benefit (expense)  (5 )  27

Total recognized in other comprehensive income  $ (7) $ 23
Recognized in equity, other than other comprehensive income:  —   —
Deferred income tax benefit (expense)  —   —

Total income tax benefit (expense) recorded in equity, including tax benefit (expense) recorded in 
other comprehensive income  $ (7)  $ 23
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20.B.iii Our effective income tax rate differs from the combined Canadian federal and provincial statutory income tax rate as follows: 
 

For the years ended December 31, 2012  2011

 %  %
Total net income (loss)  $ 1,360  $ 783  
Add: Income tax expense (benefit)(1)  152  (90)  

Total net income (loss) before income taxes  $ 1,512  $ 693  
  

Taxes at the combined Canadian federal and provincial statutory income tax rate(1) $ 401 26.5  $ 194 28.0
Increase (decrease) in rate resulting from:   

Higher (lower) effective rates on income subject to taxation in foreign jurisdictions(1) (39) (2.6)  9 1.3
Tax (benefit) cost of unrecognized tax losses  (8) (0.5)  (70) (10.1)
Tax exempt investment income  (181) (12)  (175) (25.2)
Tax rate and other legislative changes  4 0.3  — —

Adjustments in respect of prior years, including resolution of tax disputes (22) (1.5)  (46) (6.7)
Other  (3) (0.1)  (2) (0.3)

Total tax expense (benefit) and effective income tax rate  $ 152 10.1  $ (90) (13.0)
 
(1) 2011 balances have been restated. Refer to Note 2. 
 
In 2006 and later years the Canadian federal government and certain provinces enacted legislation reducing corporate income tax rates. 
As a result of these enactments, our statutory income tax rate declined from 28% in 2011 to 26.5% in 2012. 
 
In 2012, the U.K. government enacted legislation reducing the statutory corporate income tax rate to 24% effective April 1, 2012 and 
23% effective April 1, 2013. In addition, a new tax regime for life companies, effective January 1, 2013, has been enacted in the U.K. 
The net impact of these enactments is reflected in line Tax rate and other legislative changes in the table above. 
 
Statutory tax rates in the jurisdictions in which we conduct business range from 0% to 35% which creates a tax rate differential and 
corresponding tax provision difference compared to the Canadian federal and provincial statutory rate when applied to foreign income 
not subject to tax in Canada. These differences are reported in the line Higher (lower) effective rates on income subject to taxation in 
foreign jurisdictions.  
 
In 2012 the benefit of lower taxes on investment income amounted to $181 partially in relation to the appreciation of real estate 
classified as investment properties in Canada. The fair value gains over original cost on real estate are considered capital in nature and 
taxed at lower income tax rates in Canada. As a result of the appreciation of these properties our income tax expense included a tax 
benefit of $44 in 2012. Our tax expense in 2012 was further reduced due to adjustments related to prior years, mostly due to the 
successful resolution of tax audits, and recognition of previously unrecognized tax losses in the U.K. 
 
In 2011, line Higher (lower) effective rates on income subject to taxation in foreign jurisdictions reflected the impact of losses in lower tax 
jurisdictions incurred during the year. Our benefit of lower taxes on investment income in 2011 amounted to $175 including a tax benefit 
of $34 related the appreciation of investment properties in Canada. In December 2011, we recorded a tax benefit of $68, mostly relating 
to previously unrecognized losses, following the reorganization of our potential U.K. subsidiaries. Of this benefit, $58 has been classified 
as Tax benefit of unrecognized losses and the remaining benefit of $10 is included in Higher (lower) effective rates on income subject to 
taxation in foreign jurisdictions. 
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21. Capital Management 
 

 
Our capital base is structured to exceed minimum regulatory and internal capital targets and maintain strong credit and financial 
strength ratings while maintaining a capital efficient structure. We strive to achieve an optimal capital structure by balancing the use of 
debt and equity financing. Capital is managed both on a consolidated basis under principles that consider all the risks associated with 
the business as well as at the business group level under the principles appropriate to the jurisdiction in which each operates. We 
manage the capital for all of our international subsidiaries on a local statutory basis in a manner commensurate with their individual risk 
profiles. 
 
The Board is responsible for the annual review and approval of the Company's capital plan. The Risk Review Committee of the Board of 
Directors reviews SLF Inc.'s capital policy and recommends its approval to the Board annually. Management oversight of our capital 
programs and position is provided by the Executive Risk Committee, the membership of which includes senior management from the 
finance, actuarial and risk management functions. 
 
We engage in a capital planning process annually in which capital deployment options, fundraising and dividend recommendations are 
presented to the Risk Review Committee. Capital reviews are regularly conducted which consider the potential impacts under various 
business, interest rate and equity market scenarios. Relevant components of these capital reviews, including dividend 
recommendations, are presented to the Risk Review Committee on a quarterly basis.  

The capital policy is designed to ensure that adequate capital is maintained to provide the flexibility necessary to take advantage of 
growth opportunities, to support the risks associated with our businesses and to optimize return to our shareholder. This policy is also 
intended to provide an appropriate level of risk management over capital adequacy risk, which is defined as the risk that capital is not or 
will not be sufficient to withstand adverse economic conditions, to maintain financial strength or to allow us and our subsidiaries to 
support ongoing operations and to take advantage of opportunities for expansion. 
 
OSFI may intervene and assume control of a Canadian life insurance company if it deems the amount of available capital insufficient. 
Capital requirements may be adjusted by OSFI in the future, as experience develops or the risk profile of Canadian life insurers changes 
or to reflect other risks. Sun Life Assurance exceeded levels that would require regulatory or corrective action as at December 31, 2012 
and December 31, 2011. 

Sun Life Assurance is subject to the MCCSR capital rules for a life insurance company in Canada. We expect to maintain an MCCSR 
ratio for Sun Life Assurance at or above 200%. With an MCCSR ratio of 209% as at December 31, 2012, Sun Life Assurance's capital 
ratio is well above OSFI's supervisory target ratio of 150% and regulatory minimum ratio of 120%. Significant foreign life subsidiaries 
that are not subject to the MCCSR rules are expected to comply with the capital adequacy requirements imposed in the foreign 
jurisdictions in which they operate. 

Our U.S. branch is subject to the risk-based capital rules issued by the National Association of Insurance Commissioners ("NAIC"). The 
risk-based capital exceeded the levels under which any remedial or regulatory action would be required as at December 31, 2012 and 
December 31, 2011. 
 
In addition, other foreign operations and foreign subsidiaries of SLF Inc. must comply with local capital or solvency requirements in the 
jurisdictions in which they operate. The Company maintained capital levels above the minimum local regulatory requirements as at 
December 31, 2012.  
 
Sun Life Assurance adopted IFRS as at January 1, 2011. Under OSFI's IFRS transition guidance, companies can elect to phase in the 
impact of the conversion to IFRS on adjusted tier 1 available capital over eight quarters ending in the fourth quarter of 2012. Sun Life 
Assurance made this election and has now completed phasing in a reduction of approximately $300 to its adjusted tier 1 available 
capital over this period, largely related to the recognition of deferred actuarial losses on defined benefit pension plans. 
 
As at January 1, 2013, Sun Life Assurance elected the phase-in of the initial impact on gross tier 1 available capital of adopting the 
revisions to IAS 19 relating to accumulated defined benefit OCI remeasurements, as per OSFI's 2013 MCCSR Guideline. Sun Life 
Assurance will phase in a reduction of approximately $152 to its gross tier 1 available capital over eight quarters, ending in the fourth 
quarter of 2014. 
 
The 2013 MCCSR Guideline reduced the lapse risk capital requirement, effective first quarter of 2013. The reduced requirement will be 
immediately implemented with no transition. The impact to the MCCSR ratio for Sun Life Assurance is expected to be an increase of 3 
percentage points. 
 
Our capital base consists mainly of common shareholder's equity, participating policyholders' equity, preferred shareholder's equity and 
certain other capital securities that qualify as regulatory capital. For regulatory reporting purposes, there are further adjustments 
including goodwill, non-life investments, and others as prescribed by OSFI to the total capital figure presented in the table below.  
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As at December 31, 2012 2011 

Equity:     
Participating policyholders' equity  $ 128 $ 123
Preferred shareholder's equity  701 701
Common shareholders' equity(2)  10,910 9,819

Non-controlling interests  45  44

Total equity included in capital  11,784 10,687

Less: Unrealized gains (losses) on available-for-sale debt securities and cash flow hedges  302 213
Equity after adjustments  11,482 10,474

Other capital securities:   
Preferred shares  1,150  350
Subordinated debt  350 1,150
Innovative capital instruments(1)  696 695

Total capital  $ 13,678 $ 12,669
 
(1)  Innovative capital instruments are SLEECS issued by Sun Life Capital Trust and Sun Life Capital Trust II Note 13. These trusts are SPEs that are 

consolidated by us.  
(2)  Balances have been restated. Refer to Note 2. 
 
The significant changes in capital are included in the notes on Innovative Capital Instruments, Subordinated Debt and Share Capital. 
 
 

22. Segregated Funds  
 

 
22.A Investments for Account of Segregated Fund Holders  
The carrying value of investments held for segregated fund holders are as follows:  

 

As at December 31, 2012 2011 
Segregated and mutual fund units  $ 54,357 $ 50,981
Equity securities  7,256 5,830
Debt securities  2,797 2,325
Cash, cash equivalents and short term securities  558 756
Investment properties  276 318
Mortgages  18 27
Other assets  100 104

Total assets  $ 65,362 $ 60,341

Less: Liabilities arising from investing activities  $ 185 $ 172

Total investments for account of segregated fund holders  $ 65,177 $ 60,169
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22.B Insurance Contracts and Investment Contracts for Account of Segregated Fund 
Holders  
Changes in insurance contracts and investment contracts for account of segregated fund holders are as follows:  

 
 Insurance Contracts Investment Contracts 

For the years ended December 31, 2012 2011 2012 2011 
Balance as at January 1  $ 54,636 $ 55,139  $ 5,533 $ 6,015
Additions to segregated funds:   

Deposits  6,773 7,295  164 218
Net transfers (to) from general funds  (80) (148)  — —
Net realized and unrealized gains (losses)  3,167 (3,113)  574 (323)

Other investment income  1,822 1,872  174 84

Total additions  11,682 5,906  912 (21)

Deductions from segregated funds:   
Payments to policyholders and their beneficiaries  6,321 5,802  493 491
Management fees  646 699  62 75
Taxes and other expenses  178 59  12 7
Foreign exchange rate movements  (42) (151)  (84) (112)

Total deductions  7,103 6,409  483 461

Net additions (deductions)  4,579 (503)  429 (482)

Balance as at December 31  $ 59,215 $ 54,636  $ 5,962 $ 5,533
 
 

23. Commitments, Guarantees and Contingencies 
 

 
23.A Lease Commitments 
We lease offices and certain equipment. These are operating leases with rents charged to operations in the year to which they relate. 
Total future rental payments for the remainder of these leases total $157. The future rental payments by year of payment are included in 
Note 5.B. 
 
23.B Contractual Commitments  
In the normal course of business, various contractual commitments are outstanding, which are not reflected in our Consolidated 
Financial Statements. In addition to loan commitments for debt securities and mortgages included in Note 5.A.i, we have equity, 
investment property, and property and equipment commitments. As at December 31, 2012, we had a total of $1,203 of contractual 
commitments outstanding. The expected maturities of these commitments are included in Note 5. 
 
23.C Letters of Credit 
We issue commercial letters of credit in the normal course of business. As at December 31, 2012, lines of credit from financial 
institutions of $200 were in place ($210 as at December 31, 2011) of which a total of $94 in letters of credit were outstanding ($90 as at 
December 31, 2011). 
 
23.D Indemnities and Guarantees 
In the normal course of our business, we have entered into agreements that include indemnities in favour of third parties, such as 
purchase and sale agreements, confidentiality agreements, engagement letters with advisors and consultants, outsourcing agreements, 
leasing contracts, trade-mark licensing agreements, underwriting and agency agreements, information technology agreements, 
distribution agreements, financing agreements, the sale of equity interests, and service agreements. These agreements may require us 
to compensate the counterparties for damages, losses, or costs incurred by the counterparties as a result of breaches in representation, 
changes in regulations (including tax matters) or as a result of litigation claims or statutory sanctions that may be suffered by the 
counterparty as a consequence of the transaction. We have also agreed to indemnify our directors and certain of our officers and 
employees in accordance with our by-laws. These indemnification provisions will vary based upon the nature and terms of the 
agreements. In many cases, these indemnification provisions do not contain limits on our liability, and the occurrence of contingent 
events that will trigger payment under these indemnities is difficult to predict. As a result, we cannot estimate our potential liability under 
these indemnities. We believe that the likelihood of conditions arising that would trigger these indemnities is remote and, historically, we 
have not made any significant payment under such indemnification provisions. 
 
In certain cases, we have recourse against third parties with respect to the aforesaid indemnities, and we also maintain insurance 
policies that may provide coverage against certain of these claims. 
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Guarantees made by us that can be quantified are included in Note 5.A.i. 
 
23.E Legal and Regulatory Proceedings  
We are regularly involved in legal actions, both as a defendant and as a plaintiff. In addition, government and regulatory bodies in 
Canada, the United States, the United Kingdom and Asia, including federal, provincial and state securities and insurance regulators in 
Canada, the United States, the United Kingdom and other jurisdictions, including the Security Exchange Commission, the Financial 
Industry Regulatory Authority and state attorneys general in the United States, from time to time, make inquiries and require the 
production of information or conduct examinations or investigations concerning our compliance with insurance, securities and other 
laws. Management does not believe that the conclusion of any current legal or regulatory matters, either individually or in the aggregate, 
will have a material adverse effect on our financial condition or results of operations. 
 
 

24. Related Party Transactions 
 

 
Sun Life Assurance and its subsidiaries transact business worldwide. All transactions between Sun Life Assurance and its subsidiaries 
have been eliminated on consolidation. Transactions between the Company and related parties are executed and priced on an arm's-
length basis in a manner similar to transactions with third parties. 
 
24.A Transactions with Joint Ventures 
Principal joint ventures as at December 31, 2012 are listed below: 

 

Name of Joint Venture Company % of Ownership
Birla Sun Life Asset Management Company Limited 49
PT CIMB Sun Life 49
Sun Life Grepa Financial Inc. 49
Birla Sun Life Insurance Company Limited 26
Sun Life Everbright Life Insurance Company Limited 24.99
 
Income earned from our investments in joint ventures are as follows: 

 
For the years ended December 31,  2012 2011 

Joint ventures  $ 34 $ 17
 
24.B Transactions with Key Management Personnel, Remuneration and Other 
Compensation 
Key management personnel have been defined as the executive team and Board of Directors of Sun Life Assurance. during the year. 
These individuals have the authority and responsibility for planning, directing and controlling the activities of the Company. The 
aggregate compensation to the executive team and directors are as follows: 

 
For the years ended December 31, 2012 2011 

 
Executive 

team Directors 
Executive 

team Directors 
Number of individuals  12  14  10 14 
Base salary and annual incentive compensation $ 14  $ —  $ 9 $ —
Additional short-term benefits and other  $ 1  $ 1  $ 1 $ 1
Share-based long-term incentive compensation  $ 18  $ 1  $ 18 $ 1
Value of pension and post-retirement benefits  $ 2  $ —  $ 1 $ —
Severance   $ 2  $ —  $ —  $ —
 
24.C Indebtedness of Directors, Executive Officers and Employees 
The following sets out the aggregate indebtedness outstanding to the Company incurred by all its executive officers, directors and 
employees, and former executive officers, directors and employees.  

 
As at December 31, 2012 2011 
Indebtedness  $ 3 $ 3
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24.D Transactions with SLF Inc. and its Subsidiaries 
Transactions between Sun Life Assurance and its subsidiaries, which are related parties of Sun Life Assurance, have been eliminated 
on consolidation and are not disclosed in this note. 
 
We have entered into various agreements with SLF Inc. and certain of its subsidiaries that relate to service and administration, 
marketing and development, investment advisory, reinsurance and loan arrangements, which are described below.  
 
24.D.i Commitments with Sun Life Assurance Company of Canada (U.S.) or its subsidiaries 
On December 17, 2012, SLF Inc., Sun Life Assurance, and certain other subsidiaries of SLF Inc. entered into a definitive stock 
purchase agreement with Delaware Life Holdings, LLC (the "purchaser"), a Delaware limited liability company, pursuant to which SLF 
Inc.'s U.S. Annuities business and certain of its U.S. life insurance businesses will be sold to the purchaser (referred to as “the 
Transaction”). This Transaction, will consist primarily of the sale of 100% of the shares of Sun Life Assurance Company of Canada 
(U.S.) ("Sun Life (U.S.)") and is expected to close by the end of the second quarter of 2013. 
 
In connection to the Transaction, some of our reinsurance agreements with Sun Life (U.S.) or its subsidiaries will be recaptured or 
amended prior to the close of the Transaction, as described below under Reinsurance Agreements. We will also purchase from Sun Life 
(U.S.) certain asset-backed securities, mortgage loans, a real estate property, and other real estate investments at the fair value at the 
time of the purchase. In addition, we will enter into a lease agreement with Sun Life (U.S.), pursuant to which Sun Life (U.S.) will lease a 
portion of the real estate property referred to above. In addition, the management service agreement we have with Sun Life (U.S.), 
which is described under Guarantees and Other Agreements, will be terminated. 
 
24.D.ii Loan Agreements 
Loans to affiliates on our Consolidated Statements of Financial Position consist of the following: 

 

As at December 31, 
Currency of 

Borrowing Maturity Date Interest Rate 2012  2011 

Loans to affiliates:     
Loan receivable U.S. dollars 2036 7.41%  $ 497 $ 510
Loan receivable U.S. dollars 2012 5.71%  — 18
Promissory note Canadian dollars Demand note Non-interest bearing 820 820

Total loans to affiliates  $ 1,317 $ 1,348
 
Investment in affiliates on our Consolidated Statements of Financial Position consists of the following: 

 

As at December 31, 
Currency of 

Borrowing Dividend Rate 2012 2011 

Investment in affiliate:       
Preferred shares of an SLF Inc. subsidiary U.S. dollars 5.5%  $ 118  $ 121

 
Total interest on loans to affiliates and investment in affiliate was $44 for the year ended December 31, 2012 ($43 in 2011). 
 
In June 2012, the U.S. dollar loan receivable of $18 from Sun Life (U.S.) was repaid. 
 
24.D.iii Reinsurance Agreements 
We have entered into several reinsurance agreements under which we have either assumed business from or ceded business to other 
subsidiaries of SLF Inc. within the United States. 
 
Reinsurance Assumed 
We have entered into a funds withheld coinsurance agreement under which we have reinsured certain universal life policies issued by a 
subsidiary of Sun Life (U.S.). The subsidiary of Sun Life (U.S.) holds and manages assets on a funds withheld basis in a segregated 
asset portfolio for our benefit.  
 
We have entered into a funds withheld coinsurance agreement for a closed block of single premium whole life (“SPWL”) policies issued 
by Sun Life (U.S.). Under this agreement, we have assumed 100% of the insurance contract liabilities associated with the SPWL block. 
Sun Life (U.S.) holds and manages the assets in a segregated asset portfolio for our benefit in exchange for a management fee, and 
shares in any profits through an experience rating refund formula. In connection with the Transaction described above, Sun Life (U.S.) 
will recapture 100% of the risks associated with the SPWL block. 
 
We have entered into a reinsurance agreement with Sun Life (U.S.) under which we assumed portions of the net-amount-at-risk under 
certain individual variable universal life, individual private placement variable universal life, bank owned life insurance, and corporate 
owned life insurance policies. In connection with the Transaction described above, Sun Life Reinsurance (Barbados) No. 3 Corporation 
is committed to assume from us all of the risks associated with our reinsurance agreement with Sun Life (U.S.) related to bank owned 
life insurance. 
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In connection with the Transaction described above, we will be assuming 100% of the risk associated with the New York state issued 
group insurance written by Sun Life Insurance and Annuity Company of New York ("Sun Life (N.Y.)"), a subsidiary of Sun Life (U.S.). 
 
Reinsurance Ceded 
We have entered into a coinsurance with funds withheld reinsurance agreement under which we ceded certain of our universal life 
policies to Sun Life Financial (U.S.) Reinsurance Company. Under this agreement, we hold and manage assets on a funds withheld 
basis in a segregated asset portfolio for the benefit of Sun Life Financial (U.S.) Reinsurance Company. Sun Life Financial (U.S.) 
Reinsurance Company holds additional assets required for statutory purpose in a trust. The funding for this reinsurance agreement is 
supported by an unsecured third party financing arrangement. 
 
We have entered into an agreement with Sun Life (N.Y.), under which we ceded the net risk of certain New-York state issued group 
insurance contracts. In connection with the Transaction described above, we are committed to recapture 100% of the risks associated 
with those New-York state issued group insurance contracts. 
 
In addition, we have entered into reinsurance agreements with a subsidiary of SLF Inc to cede certain mortality risks. 
 
The amounts included in the Consolidated Statements of Financial Position related to these reinsurance transactions consist of the 
following: 

 
As at December 31, 2012 2011 
Funds withheld assets included in Other assets  $ 1,542  $ 1,652
Reinsurance assets  $ 2,368  $ 2,435
Derivative assets  $ 91  $ 64
Funds withheld liabilities included in Other liabilities  $ 1,690  $ 1,586
Insurance contract liabilities  $ 1,822  $ 1,902
Derivative liabilities  $ 226  $ 188
 
The amounts included in our Consolidated Statements of Operations related to these reinsurance transactions consist of the following: 

 

For the years ended December 31 2012 2011 
Assumed premium income  $ 64  $ 84
Ceded premium income  $ 122  $ 152
Net investment income  $ 98  $ 127
Gross claims and benefits paid  $ 176  $ 182
Increase (decrease) in insurance contract liabilities  $ (17)  $ 22
Decrease (increase) in reinsurance assets  $ (196)  $ (927)
Reinsurance expenses (recoveries)  $ 76  $ 345
Commissions  $ 2  $ 3
 
24.D.iv Guarantees and Other Agreements 
Sun Life Assurance has guaranteed the payment of distributions of U.S. $150 principal amount of 7.25% subordinated bonds issued by 
a U.S. subsidiary of Sun Life Global Investments Inc. that mature on December 15, 2015.  
 
Pursuant to an agreement between Sun Life Assurance and Sun Life Financial (U.S.) Service Company, Inc., Sun Life Assurance 
receives personnel services from Sun Life Financial (U.S.) Services Company, Inc., as requested. Expenses recorded under this 
agreement for the year ended December 31, 2012 were $198 ($196 in 2011) and are included in Operating expenses in our 
Consolidated Statements of Operations.  
 
Sun Life (U.S.) provides certain administrative services to Sun Life Assurance, pursuant to a management service agreement. 
Expenses recorded under this agreement with Sun Life (U.S.) for the year ended December 31, 2012 were $123 ($98 in 2011), and are 
included in Operating expenses in our Consolidated Statements of Operations. In connection with the Transaction described above, this 
management service agreement will be terminated. 
 
We have additional service agreements with other subsidiaries of SLF Inc. that did not have a material impact on the net income 
reported for the years ended December 31, 2012 and 2011.  
 
24.D.v  Other Transactions 
In the fourth quarter of 2012, we purchased the outstanding shares of a subsidiary of our parent company for cash of $80. The net asset 
of this subsidiary, which consisted of a deferred tax asset, was recorded at its carrying value of $85. The difference between the amount 
paid and the carrying value of the net assets acquired of $5 was recorded to retained earnings in our Consolidated Statements of 
Changes in Equity. 
 
In the second quarter of 2012, we issued $250 ($300 in the fourth quarter 2011) of common shares to SLF Inc., as described in Note 15. 
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During 2012, SLF Inc. contributed capital of $122 ($91 in 2011) to us. These amounts are reported as contributed surplus in our 
Consolidated Statements of Changes in Equity. 
 
During 2012, we issued $800 of preferred shares that are classified as liabilities to SLF Inc., as described in Note 15. 
 
In the second quarter of 2011, we sold debt securities with a fair value of $46 to related parties which are subsidiaries of SLF Inc. The 
sale occurred at fair value and did not result in a material gain reported to income.  
 
 
24.E Other Related Party Transactions 
We provide investment management services for our pension plans. The services are provided on substantially the same terms as for 
comparable transactions with third parties. 
 
 

25. Pension Plans and Other Post-Retirement Benefits 
 

 
We sponsor non-contributory defined benefit pension plans for eligible qualifying employees. The material defined benefit plans are 
located in Canada, the U.S. and the U.K. The defined benefit pension plans offer benefits based on length of service and final average 
earnings and certain plans offer some indexation of benefits. The specific features of these plans vary in accordance with the employee 
group and countries in which employees are located. In addition, we maintain supplementary non-contributory pension arrangements for 
eligible employees, primarily for benefits which do not qualify for funding under the various registered pension plans. On January 1, 
2009, the Canadian defined benefit plan was closed to new employees. Canadian employees hired before January 1, 2009 continue to 
participate in the previous plan, which includes both defined benefit and defined contribution components, while new hires since then 
are eligible to join a defined contribution plan. As a result, all of our material defined benefit plans worldwide are closed to new hires, 
with new hires participating in defined contribution plans (one small defined benefit plan in the Philippines remains open to new hires).  
 
We also established defined contribution pension plans for eligible qualifying employees. Our contributions to these defined contribution 
pension plans are subject to certain vesting requirements. Generally, our contributions are a set percentage of employees' annual 
income and matched against employee contributions. 
 
In addition to our pension plans we provide certain post-retirement healthcare and life insurance benefits to eligible qualifying 
employees and to their dependants upon meeting certain requirements. Eligible retirees may be required to pay a portion of the 
premiums for these benefits and, in general, deductible amounts and co-insurance percentages apply to benefit payments. In Canada, 
post-retirement healthcare and life insurance benefits are provided for eligible employees who retired before December 31, 2012; 
eligible employees who retire between January 1, 2012 and December 31, 2015 will receive an annual healthcare spending account 
allocation and life insurance, and will have access to voluntary retiree-paid healthcare coverage; eligible employees who retire after 
December 31, 2015 will have access to voluntary retiree-paid healthcare coverage. These post-retirement benefits are not pre-funded. 
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The following tables set forth the status of the defined benefit pension and other post-retirement benefit plans: 
 
  2012  2011 

 Pension 
Post-

retirement  Total  Pension 
Post-

retirement  Total 

Change in defined benefit obligations:           
Benefit obligation, January 1,  $ 2,117 $ 201 $ 2,318 $ 1,881  $ 210 $ 2,091
Current service cost  34 3 37 32  3 35
Interest cost  97 9 106 95  10 105
Actuarial losses (gains)  87 (1) 86 184  5 189
Benefits paid  (96) (9) (105) (84)  (18) (102)
Settlement losses (gains)  — — — —  (9) (9)
Foreign exchange rate movement  10 — 10 9  — 9

Benefit obligation, December 31,  $ 2,249 $ 203 $ 2,452 $ 2,117  $ 201 $ 2,318

Benefit obligation, wholly or partially funded plans $ 2,242 $ — $ 2,242 $ 2,088  $ — $ 2,088
Benefit obligation, wholly unfunded plans  7 203 210 29  201 230

Total benefit obligation, December 31,  $ 2,249 $ 203 $ 2,452 $ 2,117  $ 201 $ 2,318

Change in plan assets:   
Fair value of plan assets, January 1,  $ 1,842 $ — $ 1,842 $ 1,751  $ — $ 1,751
Expected return on assets(1)  104 — 104 105  — 105
Actuarial gains (losses) on plan assets(1)  52 — 52 1  — 1
Employer contributions  62 9 71 60  18 78
Benefits paid  (96) (9) (105) (84)  (18) (102)

Foreign exchange rate movement  10 — 10 9  — 9

Fair value of plan assets, December 31,  $ 1,974 $ — $ 1,974 $ 1,842  $ — $ 1,842

Amounts recognized on statement of financial 
position:   
Fair value of plan assets  $ 1,974 $ — $ 1,974 $ 1,842  $ — $ 1,842

Benefit (obligation), wholly or partially funded plans (2,242) — (2,242) (2,088)  — (2,088)
Funded status, wholly or partially funded plans  (268) — (268) (246)  — (246)
Benefit (obligation), wholly unfunded plans  (7) (203) (210) (29)  (201) (230)
Unamortized actuarial losses (gains)  185 3 188 158  1 159
Unamortized past service cost  — (1) (1) —  (1) (1)

Net recognized (liability)asset, December 31,  $ (90) $ (201) $ (291) $ (117)  $ (201) $ (318)

   
 
 

  2012  2011 

  Pension 
Other post-
retirement  Total  Pension 

Other post-
retirement  Total 

Components of net benefit expense recognized:             
Current service cost  $ 34 $ 3 $ 37  $ 32  $ 3 $ 35
Interest cost  97 9 106  96  10 106
Expected return on assets(1)   (104) — (104)  (105)  — (105)
Recognized actuarial losses (gains)  7 (3) 4  —  (2) (2)
Settlement losses (gains)  — — —  —  (9) (9)
Past service cost  — — —  (2)  (1) (3)

Net benefit expense  $ 34 $ 9 $ 43  $ 21  $ 1 $ 22

             
 
(1) Actual return consists of the sum of expected return on assets and actuarial gains (losses) on plan assets. 
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Principal assumptions for materials plans:  
 

  2012   2011 

 
Canada

%
U.K.

% 
U.S. 

% 
Canada 

%  
U.K.

% 
U.S.

% 
To determine benefit obligation at end of year           

Discount rate for pension plans  4.20 4.40 4.20  4.50 4.80 5.40
Discount rate for other post-employment benefits  3.50-4.20 n/a n/a 4.00-4.50   n/a n/a 
Rate of compensation increase  3.00 n/a 3.50  3.00  n/a 3.75
Pension increases  0.00-0.25 3.40 n/a 0.00-0.25  3.25 n/a 
Deferred pension increases  0.00-0.20 2.70 n/a 0.00-0.20  2.80 n/a 
Initial health care trend rate  7.50 n/a n/a  7.50  n/a n/a 
Ultimate health care trend rate  4.50 n/a n/a  4.50  n/a n/a 
Year ultimate health care trend rate reached  2030 n/a n/a  2030  n/a n/a 

To determine benefit costs or income for the period    
Expected long-term rate of return on plan assets  6.50 4.60 7.00 6.50   5.40 7.00

 
History of experience gains (losses): 

 
  2012  2011  2010 
Experience (gains) losses on plan liabilities  $ (2)  $ (7)  $ (10)
Experience gains (losses) on plan assets  $ 52  $ 1  $ 50
 
Discount rate, return on plan assets and rate of compensation increase: 
The major economic assumptions which are used in determining the actuarial present value of the accrued benefit obligations vary by 
country. 
 
The discount rate assumption used in each country is based on the market yields, as of December 31, of corporate AA bonds that 
match the expected timing of benefit payments. The expected return on assets assumption for pension cost purposes is the weighted 
average of expected long-term asset return assumptions by asset class, and is selected from a range of possible future asset returns. 
Heath care cost calculations are based on long-term trend assumptions which may differ from actual results.  

Sensitivity of Key Assumptions 
The following table provides the potential sensitivity of the benefit obligation and expense for pension and post-retirement benefits to a 
1% change in certain key assumptions based on pension and post-retirement obligations as at December 31, 2012. These sensitivities 
are hypothetical and should be used with caution. The impact of changes in each key assumption may result in greater than proportional 
changes in sensitivities. 

 
 Pension Other post-retirement 
 Obligation Expense Obligation  Expense 
Impact of a 1% change in key assumptions      

Discount rate      
Decrease in assumption  $ 383 $ 55  $ 25 $ 3
Increase in assumption  $ (319) $ (52)  $ (22) $ (1)

Rate of compensation increase   
Decrease in assumption  $ (55) $ (10)  n/a n/a 
Increase in assumption  $ 57 $ 10  n/a n/a 

Expected return on assets    
Decrease in assumption  n/a $ 19  n/a n/a 
Increase in assumption  n/a $ (19)  n/a n/a 

Healthcare trend increase   
Decrease in assumption  n/a n/a  $ (14) $ (1)
Increase in assumption  n/a n/a  $ 15 $ 1
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Composition of fair value of plan assets, December 31: 
 

  2012  2011 
Equity investments  37% 37%
Fixed income investments  54% 54%
Real estate investments  5% 4%
Other  4% 5%
Total composition of fair value of plan assets  100% 100%
 
Target allocation of plan assets, December 31: 

 
  2012  2011 
Equity investments  41%  41%
Fixed income investments  52% 52%
Real estate investments  4% 4%
Other  3% 3%
Total  100% 100%
 
The assets of the defined benefit pension plans are primarily held in trust for plan members, and are managed within the provisions of 
the plans' investment policies and procedures. Diversification of the investments is used to minimize credit, market and foreign currency 
risks. Due to the long-term nature of the pension obligations and related cash flows, asset mix decisions are based on long-term market 
outlooks within the specified policy ranges. The long-term investment objectives of the defined benefit pension plans are to exceed the 
real rate of investment return assumed in the actuarial valuation of plan liabilities. Over shorter periods, the objective of the defined 
benefit pension plans is to exceed the market benchmarks of a well-diversified portfolio. Liquidity is managed with consideration to the 
cash flow requirements of the liabilities.  
 
Permitted investments of the defined benefit pension plans include guaranteed funds, annuities, and pooled and non-pooled variable 
accumulation funds in addition to any other investment vehicle approved by the plan sponsors that is eligible under pension regulations. 
The policy statement for each fund or manager mandate either prohibits, or permits, within specified constraints, the use of derivative 
instruments such as options and futures. The use of derivative instruments is limited to unleveraged substitution and hedging strategies. 
The defined benefit pension plans may not invest in securities of a related party or lend to any related party unless such securities are 
publicly traded and selected by the manager, acting independently on behalf of all that manager's discretionary accounts or pooled 
funds, which have mandates similar to those of our defined benefit pension plans. 
 
The following tables set forth the expected contributions and expected future benefit payments of the defined benefit pension and other 
post-retirement benefit plans: 

 
 Pension Post-Retirement  Total 
Expected contributions for the next 12 months  $ 62  $ 11 $ 73
 
Expected future benefit payments 

 
  2013  2014  2015  2016  2017 2018 to 2021 
Pension  $ 95 $ 97 $ 102 $ 109  $ 116 $ 662
Post-retirement  11 11 11 12  12  60
Total  $ 106 $ 108 $ 113 $ 121  $ 128 $ 722
 
We expensed $18 in 2012 ($15 for 2011) with respect to defined contribution plans. 
 
 

26. Subsequent Event 
 

 
On January 17, 2013, SLF Inc. announced the establishment of a strategic partnership with Khazanah Nasional Berhad ("Khazanah") to 
acquire 98% of CIMB Aviva Assurance Berhad, a Malaysian insurance company and CIMB Aviva Takaful Berhad, a Malaysian takaful 
company (together, "CIMB Aviva"). Sun Life Assurance and Khazanah will each pay $293 as part of the transaction, which includes 
entering into a new 20-year exclusive banacassurance agreement with CIMB Bank. Sun Life Assurance will acquire 49% of CIMB Aviva 
from Aviva International Holdings Limited and Khazanah will acquire 49% of CIMB Aviva from CIMB Group Holdings Berhad ("CIMB 
Group"). CIMB Group will retain a two percent share of CIMB Aviva. The transaction includes an exclusive right to distribute insurance 
products, including takaful products, through CIMB Bank's network across Malaysia. The transaction is subject to regulatory approvals 
in Canada and Malaysia and is expected to close in the first half of 2013. 
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Appointed Actuary's Report 
 
THE POLICYHOLDERS, SHAREHOLDER AND DIRECTORS OF  
SUN LIFE ASSURANCE COMPANY OF CANADA 
 
I have valued the policy liabilities and reinsurance recoverables of Sun Life Assurance Company of Canada and its subsidiaries 
for its Consolidated Statements of Financial Position at December 31, 2012 and December 31, 2011 and their change in the 
Consolidated Statements of Operations for the year ended December 31, 2012 in accordance with accepted actuarial practice in 
Canada, including selection of appropriate assumptions and methods. 
 
In my opinion, the amount of policy liabilities net of reinsurance recoverables makes appropriate provision for all policy 
obligations and the Consolidated Financial Statements fairly present the results of the valuation. 

Lesley Thomson 
Fellow, Canadian Institute of Actuaries 
 
Toronto, Canada 
February 13, 2013 
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Independent Auditor’s Report 
 
To the Policyholders and Shareholder of  
Sun Life Assurance Company of Canada 
 
We have audited the accompanying consolidated financial statements of Sun Life Assurance Company of Canada which 
comprise the consolidated statements of financial position as at December 31, 2012 and 2011, and the consolidated statements 
of operations, consolidated statements of comprehensive income (loss), consolidated statements of changes in equity and 
consolidated statements of cash flows for each of the years in the two-year period ended December 31, 2012, and a summary of 
significant accounting policies and other explanatory information. 
 
Management's Responsibility for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as management determines is necessary to enable 
the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our 
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity's preparation and fair presentation of the consolidated financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sun Life 
Assurance Company of Canada as at December 31, 2012 and 2011, and its financial performance and its cash flows for the 
years then ended in accordance with International Financial Reporting Standards. 

Chartered Accountants 
Licensed Public Accountants 
 
February 13, 2013 
Toronto, Canada 
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Sources of earnings 

The following is provided in accordance with the OSFI guideline requiring Sources of Earnings (SOE) disclosure. SOE is 
not an International generally accepted accounting principles (GAAP) measure. There is no standard SOE methodology. 
The calculation of SOE is dependent on, and sensitive to, the methodology, estimates and assumptions used. 

SOE identifies various sources of International GAAP net income. It provides an analysis of the difference between actual 
net income and expected net income based on business in-force and assumptions made at the beginning of the 
reporting period. The terminology used in the discussion of sources of earnings is described below: 

Expected profit on in-force business 
The portion of the consolidated pre-tax net income on business in-force at the start of the reporting period that was 
expected to be realized based on the achievement of the best-estimate assumptions made at the beginning of the 
reporting period. Expected profit for asset management companies is set equal to their pre-tax net income. 

Impact of new business 
The point-of-sale impact on pre-tax net income of writing new business during the reporting period. Issuing new 
business may produce a loss at the point-of sale, primarily because valuation assumptions are conservative relative to 
pricing assumptions and actual acquisition expenses may exceed those assumed in pricing. New business losses are often 
produced by sales of individual life insurance, where valuation margins and acquisition expenses are relatively high. 

Experience gains and losses 
Pre-tax gains and losses that are due to differences between the actual experience during the reporting period and the 
best-estimate assumptions at the start of the reporting period. 

Management actions and changes in assumptions 
Impact on pre-tax net income resulting from changes in actuarial methods and assumptions or other management 
actions. 
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Sources of earnings 

For the year ended December 31, 2012  
(in millions of Canadian dollars) SLF Canada SLF U.S. SLF Asia Corporate Total 

Expected Profit on In-Force Business 783 366 168 (74) 1,243
 Impact of New Business (4) (131) (73) 29 (179)
 Experience Gains and Losses (116) (24) (22) (11) (173)
 Management Actions and Changes in Assumptions 93 143 29 55 320
Earnings on Operations (pre-tax) 756 354 102 (1) 1,211
 Earnings on Surplus 125 66 63 80 334
Earnings before Income Taxes 881 420 165 79 1,545
 Income Taxes (59) (110) (36) 53 (152)
Earnings before Non-controlling Interests, Par Income and 

Preferred Share Dividends 822 310 129 132 1,393 
Less:   
 Non-controlling Interests - - - 2 2
 Par Policyholders’ Income (Loss) 4 3 - - 7
 Preferred Share Dividends - - - 31 31
Common Shareholder’s Net Income (Loss) – 

Operating Basis 818 307 129 99 1,353 
Plus:   

Hedges in Canada that do not qualify for hedge 
accounting (7) - - - (7)

Goodwill and intangibles impairment charges, 
restructuring, corporate transactions and other costs (26) - - - (26)

Common Shareholder’s Net Income (Loss) – 
Reported Basis 785 307 129 99 1,320 

 
For the year ended December 31, 2011  
(in millions of Canadian dollars) SLF Canada SLF U.S. SLF Asia Corporate Total 
Expected Profit on In-Force Business 644 389 178 (123) 1,088
 Impact of New Business (5) (89) (76) 29 (141)
 Experience Gains and Losses 16 (130) (11) (68) (193)
 Management Actions and Changes in Assumptions (231) (87) 16 (27) (329)
Earnings on Operations (pre-tax) 424 83 107 (189) 425
 Earnings on Surplus 210 35 70 (8) 307
Earnings before Income Taxes 634 118 177 (197) 732
 Income Taxes - (61) (33) 175 81
Earnings before Non-controlling Interests, Par Income and 

Preferred Share Dividends 634 57 144 (22) 813 
Less:   
 Non-controlling Interests - - - 2 2
 Par Policyholders’ Income (Loss) 3 4 - - 7
 Preferred Share Dividends - - - 31 31
Common Shareholder’s Net Income (Loss) – 

Operating Basis 631 53 144 (55) 773 
Plus:   

Hedges in Canada that do not qualify for hedge 
accounting (3) - - - (3)

Goodwill and intangibles impairment charges, 
restructuring, corporate transactions and other costs - (8) (6) (13) (27)

Common Shareholder’s Net Income (Loss) – 
Reported Basis 628 45 138 (68) 743 
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Analysis of results 

For the year ended December 31, 2012, the pre-tax expected profit on in-force business of $1,243 was $155 million 
higher than the 2011 level. The increase in expected profit was primarily driven by an insurance contract liability 
valuation methodology change implemented at December 31, 2011 that prefunded the costs of hedging on our existing 
Segregated Fund contracts and normal business growth. 

The new business issued in 2012 led to a pre-tax loss of $(179) million compared to a loss of $(141) million a year ago. 
The change was primarily due to the adverse impact of lower interest rates on Segregated Fund products and higher 
acquisition costs in the US Group and Voluntary blocks. These impacts were partially offset by the favourable impact of 
the decision to discontinue sales of US Domestic Individual Life products, the impact of improved mix and product re-
pricing actions in Canadian Individual Life and the favourable impact of methodology changes to prefund the cost of 
hedging in Canadian Segregated Funds. 

The 2012 experience loss of $(173) million pre-tax was primarily due to the impact of lower interest rates, the impact 
of adverse expenses and adverse policyholder behaviour impacts offset partially by favourable equity and credit 
experience and the favourable impact of investing activity. 

The 2011 experience loss of $(193) million pre-tax was primarily due to adverse equity market and interest rate 
impacts, offset partially by the favourable impact of investing activity. Higher expense levels from business initiatives 
were also an adverse impact during 2011. 

For 2012, assumption changes and management actions led to a pre-tax gain of $320 million due primarily to the 
favourable impact of insurance contract liability modelling enhancements and management actions in Canada and the 
US. These impacts were offset partially by an update to mortality assumptions. 

For 2011, assumption changes and management actions let to a pre-tax loss of $(329) million due primarily to changes 
made to the valuation of Segregated Fund products to reflect the cost of dynamic hedging programs. Updates to lapse 
rates on term renewals in Canada and premium persistency in the US and to reflect new Canadian Institute of Actuaries 
guidance on the valuation of life insurance mortality improvements were adverse. Partially offsetting these impacts was 
the favourable impact of changes related to the investment income tax on Universal Life products in Canada. 

Net pre-tax earnings on surplus of $334 million in 2012 compared to $307 million a year ago. The increase is due 
primarily to investment gains versus the prior year. 
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Our subsidiaries and affiliated companies 

As of December 31, 2012 
Address of head or  
principal office 

Book value of  
shares owned by  

Sun Life Assurance1 

Percent of voting 
shares owned by 

Sun Life Assurance 

Amaulico Fund Ltd. Calgary, Canada  100% 

Amaulico Ltd. Calgary, Canada  100% 

Annemasse Boisbriand Holdings L.P. Manitoba, Canada  100% 

BestServe Financial Limited Hong Kong  100% 

Buffett & Company Worksite Wellness Inc. Whitby, Canada  100% 

Country Lane Enterprises Ltd. British Columbia, Canada  100% 

PT. Sun Life Financial Indonesia Jakarta, Indonesia 40 100% 

PT. Sun Life Indonesia Services Jakarta, Indonesia  100% 

 PT. CIMB Sun Life Jakarta, Indonesia  49.4% 

SL Investment Holdings 2008-1, LLC Wellesley Hills, USA  100% 

SL Investment PAR Holdings 2008-1, LLC Wellesley Hills, USA  100% 

SL Investment US-RE Holdings 2009-1, Inc. Wellesley Hills, USA  100% 

SLF of Canada UK Limited Basingstoke, UK 888 100% 

 SLFC Holdings (UK) Limited Quedgeley, UK 500 100% 

  Laurtrust Limited Quedgeley, UK  100% 

  SLFC Assurance (UK) Limited Quedgeley, UK 1,026 100% 

   Sun Life Assurance Company of Canada (U.K.) Limited Basingstoke, UK 835 100% 

    Barnwood Property Group Limited Quedgeley, UK  100% 

     Barnwood Properties Limited Quedgeley, UK  100% 

    BHO Lease Company Limited Channel Islands  100% 

  SLFC Investment Managers (UK) Limited Quedgeley, UK  100% 

  SLFC Services Company (UK) Limited Quedgeley, UK  100% 

 Sun Life Financial of Canada UK Limited Basingstoke, UK  100% 

  Sun Life of Canada UK Holdings Limited Basingstoke, UK  100% 

   Sun Life Financial of Canada Trustee Limited Basingstoke, UK  100% 

Sun 211 Commerce, LLC Delaware, USA  100% 

Sun Broad Street Inline Shops Member, LLC Wilmington, USA  100% 

 Sun Broad Street Inline Shops, LLC Wilmington, USA  100% 

Sun Broad Street Outparcel Shops, LLC Wilmington, USA  100% 

Sun Greenfield, LLC Wellesley Hills, USA  100% 

Sun Life (India) AMC Investments Inc. Toronto, Canada 46 100% 

 Birla Sun Life Asset Management Company Limited Mumbai, India  49% 

Sun Life (India) Distribution Investments Inc. Toronto, Canada  100% 

Sun Life (Luxembourg) Finance No. 2 Sàrl Luxembourg, Luxembourg  100% 

Sun Life and Health Insurance Company (U.S.) Wellesley Hills, USA 65 100% 

Sun Life Assurance Company of Canada (Barbados) Limited Bridgetown, Barbados  100% 

Sun Life Capital Trust Toronto, Canada  100% 

Sun Life Capital Trust II Toronto, Canada  100% 

Sun Life Everbright Life Insurance Company Limited Beijing, People's Republic of China  24.99% 

Sun Life Financial (Bermuda) Holdings, Inc. Wellesley Hills, USA 9 100% 

 Sun Life Financial Insurance and Annuity Company (Bermuda) Ltd. Hamilton, Bermuda 9 100% 

Sun Life Financial (India) Insurance Investments Inc. Toronto, Canada 69 100% 

 Birla Sun Life Insurance Company Limited Mumbai, India  26% 

Sun Life Financial Advisory Inc. Montreal, Canada  100% 

Sun Life Financial Asia Services Limited Hong Kong  100% 
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As of December 31, 2012 
Address of head or  
principal office 

Book value of  
shares owned by  

Sun Life Assurance1 

Percent of voting 
shares owned by 

Sun Life Assurance 

Sun Life Financial Distributors (Bermuda) Ltd. Hamilton, Bermuda  100% 

Sun Life Financial Distributors (Canada) Inc. Waterloo, Canada  100% 

Sun Life Financial International Holdings (MC), LLC Delaware, USA  100% 

 Sun Life Financial (Chile) S.A. Las Condes, Chile  100% 

Sun Life Financial Investment Services (Canada) Inc. Waterloo, Canada  100% 

Sun Life Financial Investments (Bermuda) Ltd. Hamilton, Bermuda  100% 

Sun Life Financial of Canada (U.K.) Overseas Investments Limited Basingstoke, UK 627 100% 

 Sun Life of Canada (Netherlands) B.V. Rotterdam, Netherlands  100% 

  Sun Life Financial Philippine Holding Company, Inc. Manila, Philippines  100% 

   Sun Life Grepa Financial, Inc. Philippines  49% 

  Sun Life of Canada (Philippines), Inc. Manila, Philippines 606 100% 

   Sun Life Asset Management Company, Inc. Manila, Philippines  100% 

   Sun Life Financial - Philippines Foundation, Inc. Manila, Philippines  100% 

   Sun Life Financial Plans, Inc. Manila, Philippines  100% 

   Sun Life Prosperity Dynamic Fund, Inc. Manila, Philippines  100% 

   Sun Life Prosperity Money Market Fund, Inc. Manila, Philippines  52.78% 

Sun Life Financial Trust Inc. Waterloo, Canada 101 100% 

Sun Life Hong Kong Limited Hong Kong 966 100% 

 Sun Life Trustee Company Limited Hong Kong  100% 

Sun Life India Service Centre Private Limited Gurgaon, India  100% 

Sun Life Information Services Canada, Inc. Toronto, Canada  100% 

Sun Life Information Services Ireland Limited Waterford, Republic of Ireland  100% 

Sun Life Insurance (Canada) Limited Toronto, Canada 1,567 100% 

 SLI General Partner Limited Toronto, Canada  100% 

 SLI Investments LP Toronto, Canada  100% 

  6425411 Canada Inc. Toronto, Canada  100% 

   Sun Life Investments LLC Wellesley Hills, USA  100% 

Sun Life of Canada International Assurance Limited Bridgetown, Barbados  100% 

Sun Sunset Plaza, LLC Wilmington, USA  100% 

6560016 Canada Inc. Toronto, Canada  100% 

 Sun Life Reinsurance (Barbados) No. 2 Corp. St. Michael, Barbados  100% 

6965083 Canada Inc. Toronto, Canada  100% 

 7037457 Canada Inc. Toronto, Canada  100% 

7647913 Canada Inc. Toronto, Canada  100% 

7647930 Canada Inc. Toronto, Canada  100% 

1 Book values of the principal operating companies and principal holding companies that are subsidiaries of Sun Life Assurance. Figures 
are in millions of Canadian dollars and are based on the equity method. 
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Appendix A 

Policyholder dividend and participating account management policies 

Dividend Policy for Participating Policies of Sun Life Assurance Company of Canada 

Sun Life Assurance Company of Canada (“Sun Life”) is a company governed by the Insurance Companies Act (Canada) 
(ICA) that was converted from a mutual company into a company with common shares in 2000. (Such a transaction is 
referred to as a “Conversion”.) Clarica Life Insurance Company (“Clarica”) was converted from a mutual company into a 
company with common shares in 1999 and was amalgamated with Sun Life in 2002. (The amalgamated company, 
named Sun Life Assurance Company of Canada, is referred to as the “Company”.) 

This Dividend Policy applies to participating policies of the Company. 

Participating policyholders of the Company are eligible to receive distributions in respect of their policies, commonly 
referred to as policy dividends, as declared from time to time at the discretion of the Board of Directors of the 
Company in accordance with applicable law. 

Participating policies issued by Sun Life before its Conversion are accounted for separately, by territory, from policies 
issued by Sun Life after its Conversion. Similarly, participating policies issued by Clarica before its Conversion are 
accounted for separately from policies issued by Clarica after its Conversion. 

The assets and earnings of the pre-Conversion blocks of participating business that are specified by the terms of the 
Conversion plans of Sun Life and Clarica are exclusively for the benefit of the participating policies in the applicable pre-
Conversion block. (These blocks of participating business are referred to as “Closed Blocks”.) Earnings include all sources 
of gain and loss including those related to experience factors such as investment returns, mortality, policy surrender, 
expenses, and taxes (these and other applicable factors are referred to as “Experience Factors”). The amount of dividends 
distributed generally reflects changes in experience, by Closed Block, over time, as adjusted to maintain consistency in 
distribution from one period to another. This is done with the objectives of ensuring no unnecessary build-up or 
deficiency in surplus and exhausting the assets in the Closed Block over the lifetime of the business in the Closed Block. 

Dividends on pre-Conversion participating policies that are not in Closed Blocks are determined as required by the terms 
of the Conversion plans or are determined in the same manner as dividends on participating policies issued after 
Conversion. 

Dividends on participating policies issued after Conversion are distributed from the earnings of the post-Conversion 
participating business consisting of those policies. Earnings include all sources of gain and loss including those related to 
Experience Factors. The amount of dividends distributed generally reflects changes in the experience of the post-
Conversion participating business, over time, as adjusted to maintain consistency in distribution from one period to 
another, the growth of that business, the need to retain a portion of earnings to support that business, and the overall 
capital adequacy position of the Company. 

Any distribution of funds from the participating accounts to shareholders of the Company is limited by the provisions of 
the Insurance Companies Act (Canada) and the Conversion plans of Sun Life and Clarica. 

The dividend allocation process followed by the Company in respect of participating policies recognizes the 
contributions made by the policies to the pre-Conversion or post-Conversion participating business to which they 
belong. Not all policies contribute to the same extent or at the same time, and there are certain practical limits, legal 
constraints and prevailing local practices that apply to the allocation in some circumstances. This process seeks to 
achieve reasonable equity between classes of policies and between generations of policies. In order to determine the 
contribution of policies, policies are grouped into classes with common Experience Factors. 
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The dividend scales of the Company are established by the Board of Directors of the Company from time to time, and 
reviewed at least once each year based on a recommendation from the Appointed Actuary that is required to be in 
compliance with all relevant standards of the Canadian Institute of Actuaries. If any significant deviation from the 
recommendation is approved, it will be documented in Board minutes and with the final dividend recommendation. 

Dividends are credited to policies on the anniversary date or as otherwise specified by the policy. For certain groups of 
policies, dividends may vary according to the amount of any policy loan. Other dividends called terminal or special 
maturity dividends may be credited to a policy upon surrender or maturity of the policy, or upon death of the insured. 
The type of policy, the amount of time it has been in force and the manner of its termination will affect eligibility for, 
and the amount of, the terminal or special maturity dividend, if any. 

The Company may, from time to time, acquire participating business from other insurers. This Dividend Policy is intended 
to apply to such acquired business, subject to the terms and conditions applying to the acquisition. 

This Dividend Policy is subject to change from time to time at the discretion of the Board of Directors of the Company, 
subject to applicable law. The principal factors that might cause the Board of Directors of the Company to review this 
policy include legislative or regulatory changes, significant corporate restructuring, significant unforeseen events, or a 
desire to clarify this policy. 

Participating Account Management Policy for Sun Life Assurance Company of Canada 

Sun Life Assurance Company of Canada (“Sun Life”) is a company governed by the Insurance Companies Act (Canada) 
(ICA) that was converted from a mutual company into a company with common shares in 2000. (Such a transaction is 
referred to as a “Conversion”.) Clarica Life Insurance Company (“Clarica”) was converted from a mutual company into a 
company with common shares in 1999 and was amalgamated with Sun Life in 2002. (The amalgamated company, 
named Sun Life Assurance Company of Canada, is referred to as the “Company”.) 

This Participating Account Management Policy applies to participating (par) accounts of the Company set up pursuant to 
section 456 of the ICA. 

(a) Business Governed by the Participating Account Management Policy 
The Company maintains territorial par accounts, some of which have sub-accounts, for its par policies that are 
separate from the accounts for its non-par policies and other businesses. Each par account records the assets, 
liabilities, premiums and any earnings for par policies only. Par policies issued by Sun Life are also accounted for 
separately from par policies issued by Clarica in order to be able to administer all business in accordance with 
commitments made by Sun Life and Clarica at the time of their Conversions. 

The Company has 6 territorial par accounts, one each for 
• Canadian par policies issued by Sun Life 
• Par policies issued or acquired by Clarica (all of which were issued in Canada) 
• US par policies issued by Sun Life 
• Philippines par policies issued by Sun Life prior to its Conversion 
• Malta par policies issued by Sun Life 
• Other Foreign par policies issued by Sun Life 

Only the par account for Canadian par policies issued by Sun Life is open to new business. 

(b) Investment Policy for the Participating Account 
The Company has an investment policy for the assets in each par account. These policies are reviewed regularly to 
ensure they meet the Board approved requirements. The Company monitors each par account to ensure that its 
investment policy is followed consistently and controls are in place to ensure target mixes by type of asset, quality 
and term are maintained within defined tolerance limits. 



INFORMATION FOR VOTING POLICYHOLDERS 2013 

- 108 - 

(c) Allocating Investment Income to the Participating Account 
Assets are maintained in each par account in an amount equal to the account’s total liabilities and surplus. The 
investment income credited to each account is the earnings on assets allocated to that account. The Appointed 
Actuary of the Company provides an annual opinion to the Board as to whether the allocations are fair and equitable 
to participating policyholders. 

(d) Allocation of Expenses, including Taxes, to the Participating Account 
The allocation of Company expenses to each par account is supported by expense analysis prepared in accordance 
with professional standards and legal requirements. The allocation includes an appropriate assignment of overhead 
costs. Premium taxes are allocated directly with the premium that gives rise to the tax. Income taxes are allocated 
based on accounting income subject to tax multiplied by the effective tax rate. In the Philippines, final taxes relating 
to investment income are allocated in the same proportion as the investment income. The Appointed Actuary 
provides an annual opinion to the Board as to whether the allocations are fair and equitable to participating 
policyholders. 

Commitments made at the time of demutualization may impact allocations of expenses at the sub-account level. 

(e) Management and Use of Surplus 
Blocks of par business sold pre-Conversion do not generate surplus as these were funded at Conversion to meet 
policyholders’ reasonable expectations and all funds are expected to be returned to policyholders over time. For any 
post-Conversion business, initial surplus was contributed by Shareholders at Conversion to support new sales. 
Additional amounts of surplus are contributed if required to support post-Conversion business. Transfers of surplus 
to shareholders are limited by the ICA. 

(f) Factors which Might Result in Modification of the Policy 
Changes might be contemplated to clarify the intent of this policy or in the event of legislative and regulatory 
changes, changes in accounting rules, acquisitions, divestitures, or any significant corporate restructuring. 

(g) Management and Disposal of Surplus in Par Accounts for which New Business is Not Accepted 
The par accounts are managed in accordance with the commitments made at the time of Conversion. Under the ICA, 
Sun Life has the right to transfer surplus amounts not required by the participating business to the shareholders with 
the permission of the Regulator. 

(h) Measures to Ensure Fairness to Participating Policyholders whose Policies form part of a Closed Block Created as 
Part of Conversion Terms: 
The management of Closed Blocks of par business sold pre-Conversion are specified by the terms of the Conversion 
plans of Sun Life and Clarica. 

Measures to ensure fairness to par policyholders in the Closed Blocks were described in the Conversion Plans which 
provided the information upon which participating policyholders voted for Conversion. As part of Conversion, each 
of Sun Life and Clarica made commitments to provide for Policyholders Reasonable Expectations (PRE). The 
commitments were further described in supplementary documents which guide the administration of par business. 

The Appointed Actuary provides an annual opinion to the Regulator as to whether all par blocks are being managed 
according to the commitments made at Conversion. The Appointed Actuary also provides fairness opinions with 
respect to the dividend policy, the dividend recommendations, participating account management and allocations of 
income and expenses to the par accounts. 

(i) Percentage of Par Account Income Transferred to Shareholders or Shareholder Accounts as a Percentage of 
Maximum Allowed 
ICA section 461 restricts the maximum amount that can be transferred from the par account to between 2.5% and 
10% of total amounts distributed to par policyholders, dependent on the size of the par accounts of the company. 
The maximum percentage that can be distributed by the Company is redetermined annually and is close to 2.5% at 
this time. The Company intends to transfer the maximum amount allowed. 





Life’s brighter under the sun

www.sunlife.com

PB-01-2013

© Sun Life Assurance Company of Canada, 2013.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




