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It's important to us that our customers have confidence in our ability to deliver on the promises
we make to them. This means ensuring we are in a strong financial position to pay claims to our
customers when they need us.

Why this matters for you as a customer

e Our ability to pay claims is at the heart of what we do.
e [t'simportantthat we can demonstrate our ability to pay claims, even under extreme or unexpected financial conditions.

What you need to know as a customer

e Asalifeinsurer, we hold capital (this means money in the form of bank deposits and Government and corporate bonds)
to make sure we have enough money available to pay claims.

e Weareregulated by the Australian Prudential Regulation Authority (APRA). APRA sets rules on how much capital we need
to hold to ensure we can cover our claims commitments to our customers even under extreme and unexpected financial
circumstances. This is called the Prescribed Capital Amount. See [A] below.

e At Asteron Life we hold more capital than is needed so our customers can feel confident in our ability to keep our
promises. This is called our Capital Base. Our Capital Base consists entirely of Common Equity Tier 1 (CET1) capital, and
does not include any Additional Tier 1 or Tier 2 capital. CET1is the highest quality of the different types of capital that a
life insurer can hold. See [B] below.

e Itis important that B is greater than A. We measure that by calculating a Capital Adequacy Multiple. This is simply B
divided by A expressed as a percentage. See [C] below.

ASTERON LIFE CAPITAL BASE AND PRESCRIBED CAPITAL AMOUNT

[A] Prescribed Capital Amount (PCA) [B] Capital Base [C] Capital Adequacy Multiple

$163m $289m 178%


https://www.google.com.au/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0ahUKEwiqoeqIm8_NAhXDGJQKHSPMDwYQFggdMAA&url=http%3A%2F%2Fwww.apra.gov.au%2F&usg=AFQjCNHFpgpyc5H2ib1Qb5K2BdYx9LNujQ&sig2=m7wJIusiNWuMUXA9jWzGEw

Asteron Life's Capital Adequacy Multiple is 178%.

Asteron Life holds more capital than is required by APRA. So as an Asteron Life customer you can feel
confident in our ability to deliver on our promises.

More detail on the capital we hold

. Our Capital Base is spread across three funds.

. Each Asteron Life insurance policy is assigned to one of the two statutory funds.

. Every time a claim is paid out, we draw on assets from one of these statutory funds.
. If you would like to know which fund your policy falls under, please check your PDS.

ASTERON LIFE CAPITAL BASE AND PRESCRIBED CAPITAL AMOUNT (PCA)

Capital Base' Prescribed Capital Amount Capital Adequacy Multiple
Statutory Fund 1($m) 280 162 173%
Statutory Fund 2 ($m) 5 1 815%
Shareholder’s Fund ($m) 4 (¢} >1,000%
Total ($m) 289 163 178%

More detail on the Prescribed Capital Amount (PCA)

The PCA is made up of four components. Each component is designed by APRA to protect against different types of risks,
including:

. Insurance risk charge protects against possible losses arising from higher claims and associated costs.
. Asset risk charge protects against possible losses relating to our investments.
. Operational risk charge protects against unexpected events encountered in the course of running our business.

COMPONENTS OF PRESCRIBED CAPITAL AMOUNT

Statutory Fund Statutory Fund Shareholder’s

1 Fund
Insurance Risk Charge ($m) 49 0 0 49
Asset Risk Charge ($m) 56 0 0 56
Operational Risk Charge ($m) 29 1 O 30
Other? ($m) 28 0 0 28
Total Prescribed Capital Amount ($m) 162 1 (o] 163
Notes:

1. The capital base for Asteron Life is made up entirely of Common Equity Tier 1(“CET1"). CET1are Asteron Life’s net assets less
regulatory adjustments of: SF1: $581m, SF2: nil and Shareholder’s Fund: $13m.

2. Other includes: Aggregation Benefit of SF1: -$24m and SF2: nil; Combined Single Scenario Adjustment of SF1: $52m and SF2:
nil; and Asset Concentration Risk Charge of nil for all statutory funds.
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