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This report combines the 95th Annual
Report of The Great-West Life Assurance
Company, and the 1st Annual Report of
Great-West Lifeco Inc.

Lifeco is the holding company for
Great-West Life. As the shares of Great-West
Life are Lifeco’s principal asset, the
financial results for Lifeco are best viewed
in the context of those of Great-West Life.

For this reason, the first section
of this report focuses on Great-West Life’s
1986 financial statements and a review
of its operations. The second section
presents the financial statements of Lifeco.

)

Corporate Information
Great-West Lifeco Inc. The Great-West Life Assurance Company
Registered Office Corporate Headquarters
100 Osborne St. N., Winnipeg, Manitoba R3C 3A5 100 Osborne St. N., Winnipeg, Manitoba R3C 3A5
Stock Exchanges Canadian Region
Winnipeg, Toronto and Montreal 60 Osborne St. N., Winnipeg, Manitoba R3C 3A5
Transfer Agent and Registrar Offices United States Region

Montreal Trust Company of Canada in Halifax,
Saint John, Toronto, Winnipeg, Regina,
Calgary, Vancouver; and Montreal Trust
Company in Montreal

Annual General Meeting
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Meeting of The Great-West Life Assurance
Company shall have terminated

8505-8515 E. Orchard Road, Englewood,
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Stock Exchanges
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Great-West Life is an international
corporation, serving the life and health
insurance and retirement needs of more
than four million people across North
America.

The Company is governed by a set
of Guiding Principles, which form the
basis for its management and relations
with employees, clients and shareholders.
Great-West Life’'s Corporate Mission is
“to achieve excellence in providing
financial products and services for people,
and to do so in a responsible manner”.

Great-West Life offers a wide range
of insurance products and services for
individuals, businesses and employee
groups. Nearly 7,000 staff and sales

representatives sell and service these
products through 160 marketing, benefit
payment, and property investment offices
across North America, plus our Canadian
and Corporate headquarters in Winnipeg
and our U.S. headquarters in Denver.

In 1986, Great-West Life earned
a ‘A’ rating for its claims-paying
ability from Standard & Poor’s Corpora-
tion, a U.S. investment rating company.
The ‘AAA’ rating is Standard & Poor’s
highest rating, recognizing “extremely
strong capacity to meet contractual
policy obligations”.

This joins the A+ (Superior)
rating Great-West Life consistently receives
for its operating performance from the

Corporate Profile

A.M. Best Company, an authority on the
financial services industry; and the
P-1 rating awarded by the Dominion Bond
Rating Service Limited and the Canadian
Bond Rating Service to Great-West
Life’s most recent preferred share issue,
in 1985. The P-1 rating is the highest
that has been given a life insurance
company in Canada, and is awarded to
companies considered to be “prime credits
with strong earnings and balance sheet
characteristics”.

Great-West Life is 2 member of the
Power Financial Corporation group of
comparnies.
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The year 1986 once again illustrated

the need for a corporate capacity to adapt
to ever-changing environments. The uneven
effect of the sharp reduction in oil

prices on different regions, the continuing
pressure on other commuodity prices,
efforts to deal with deficits and weakening
world trade and, in Canada, government
initiatives with respect to the role and
regulation of financial institutions, all
served to underline the point.

For Great-West Life, it meant
responding with speed and innovation to
these shifting forces. This Report portrays
the results achieved. It is highlighted
by strong sales growth fuelled by con-
temporary products and an effective and
professional field organization.

The results are gratifying, not
only for what they say about the accom-
plishments of 1986, but also for the
strengthening of an already firm foundation
for future profitable growth.

To the staff and field representatives
of a great North American company, may
[ extend, on behalf of the Directors, sincere
appreciation for the important achieve-
ments of the past year.

) G s

James W. Burns
Chairman of the Board

Chairman’sil\d“essage
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As vou review the various statements

and commentaries of this 95th Annual
Report, it will be apparent that the

vear past was one of significant growth
for Great-West Life, both in earnings and
in the size of the Company.

[n terms of size, assets grew by 20%
to §13 billion and premium income by
37% to $3.2 billion. Life insurance in
force reached $112.7 billion, up 12%
from 1985.

Major gains in new sales recorded
by our field organizations in both the
United States and Canada enabled the
Company to achieve these new size thres-
holds. New life insurance sales advanced
by 19% . Similarly, health and annuity
sales increased by 36% and 59% , respectively.

Earnings were impacted by real
estate difficulties in areas identified with
the oil industry. At the same time, the
second half of the vear, the American health
insurance industry entered a cyclical
downturn. Notwithstanding these factors,
the Company was able to report encouraging
earnings gains. We believe we have seen
the worst of both the energy and health
insurance related problems.

For common shareholders, net
income from operations after payment
of preferred dividends was $99.6 million,
an increase of 16% . After a charge for
other items of $4.1 million, net income
for the period was $95.5 million, an
increase of 11%.
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For participating policyholders, net
income from operations before policyholder
dividends was $106.2 million, up 6.5%
from 1985. After provision for policyholder
dividends of $86.6 million, up substantially
over 1985, and a charge of $6.5 million
for other items, net income was $13 million,
down from $32 million in 1985.

As we conclude 1986 and the analysis
of its results, our thoughts and energies
turn again to the future. In this respect, as
this Annual Report is prepared for print,
the news of the day for the Company is
clearly the Government of Canada’s
recently released White Paper proposals,
“New Directions for the Financial Sector.”

At this juncture, important aspects of
the White Paper remain to be clarified
and, hopefully, to be modified in some
respects by the government. From our per-
spective, however, three major factors emerge:

« First, liberalization of a number
of regulations gives us greater
latitude in developing growth plans
for the United States. Whereas internal

growth was previously favored, growth

by acquisitions may now be more
feasible.

» Second, Canadian banks could be
competitors in markets previously
restricted to life insurance companies.

* Third, Great-West Life may be
able to compete in new financial
service areas. Ministerial discretion,
as vet undefined, will play an
important part in the determination
of areas open to, and the means
of entry for, Great-West Life.

These important developments will
in particular generate, in due course,
the question of whether and to what extent
Great-West Life should extend its activities
in the United States and diversify its
participation in the Canadian financial
services field. In this respect is there an
apparent guiding principle for Great-West
Life? I believe there is and it is reflected
in the pages of this Annual Report, for
example:

« In the United States Operations
Report, references are made to tax
sheltered annuity plans for public
service employees and other eligible
groups. Relatively few companies
have specialized in these services.
Great-West Life has done so with
increasing concentration for more
than twenty vears.

* In the Canadian Operations Report
reference is made to plans to intro-
duce a dental capitation program,
offering employees a new alternative
in the dental insurance market.
These plans reflect the benefit of
long concentration in this field and
the confidence of having achieved
the leading market share position
in Canada.

* Both the United States and Canadian
Reports refer to Great-West Life's
provision of disability income
products for sale by other insurance
companies. Again, this is a reflection
of a high degree of concentrated
attention to a selected area of
expertise.

ASSURANCE COMPANY

These instances and many others
reflect a tradition of selecting particular
financial service areas and of committing
resources and attention to them, with the
goal of achieving superior performance
and service. Regardless of change in our
regulatory environment, we expect on an
ongoing basis, to be guided by this
tradition in making new choices.

With the encouraging momentum of
1986, and the commitment of the out-
standing people associated with Great-West
Life, we look forward with enthusiasm
to the challenges of the current year.

////{Ma/uaf/{

K. P. Kavanagh
President and Chief Executive Officer
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Reiiport from Management

Canadian Operations

A report from John Green, Executive
Vice-President—Chief Operating
Officer, Canada

For Great-West Life's Canadian Operations,
1986 can be characterized as a year when
earlier initiatives in product and tech-
nology came to fruition, resulting in a
very strong year .

We established sales records in
1986 for all lines of business. Measured
in terms of new annualized premium,
individual life sales were up 7% over
1985, while annuity and disability income
sales were up 102% and 47% respectively.
On the Group side, life sales were up
101% over 1985, health sales were up 18%
and pension sales were up 8%.

Business in force at December 31,
1986 increased over the levels of one year
ago in all lines of business, with the most
dramatic increases in individual annuity,
up 25% and individual health, up 21%.

Jim Grant, Senior Vice-President, Group;
Chris Chapman, Senior Vice-President,
Individual; and John Green, Executive Vice-
President—Chief Operating Officer, Canada.

Sources of 1986 Premium Income (Canada)

First Year Single Renewal
(000) (000) (000)
INDIVIDUAL PRODUCTS
Life Insurance $23,337 $ 25,626 $ 81,508
Annuities — 299,285 30,923
Health Insurance 7,183 — 19,952
Total Premiums $30,520 $324911 $132,383
GROUP PRODUCTS
Life Insurance $ 5,733 $ 3,560 $135,149
Annuities 28,372 56,679 229,425
Health Insurance 27,227 — 466,749*
Total Premiums $61,332 $ 60,239 $831,323
PROPERTY AND CASUALTY $ 4,562

*Includes ASO Equivalent of $153,562
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In all areas of business, 1986 was an
excellent vear for Great-West Life’s
Individual Operations in Canada. We
experienced remarkable growth in the
annuity and disability income segments
of business, and solid growth in the life
segment.

Individual annuity sales, measured
in terms of premium income, were up
102% over 1985. This dramatic increase
was due partly to competitive pricing
and partly to improved marketing support
for our sales offices.

The annuity market in Canada
continues to have strong potential, and
we expect excellent performance to persist
throughout 1987. We have, as a result,
established a separate department to focus
exclusively on the sale and service of
Great-West Life's individual annuity
product, and implemented a computer
systemn in field offices to provide instant
access to single premium annuity quota-
tions and speed policy issue and
administration.

In 1986, the Company also intro-
duced a Registered Retirement Income
Fund, which was updated early in 1987 to
conform with new legislation. Great-West
Life remains committed to developing a
variable annuity product to supplement the
mutual funds available to its agents through
Investors Syndicate Limited.

In the individual disability income
product line, sales were up 47% over 1985.
A major factor in this increase was the
continued development of marketing agree-
ments with other insurance companies.
Great-West Life now has networking
agreements with four other companies,
and this will be an area of continuing
emphasis in 1987. Disability income sales
through the Company’s own field force were
also very strong, up 49% over 1985, as
a result of increased support and training,

GREAT-WEST
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[n addition, we added a disability income
feature to Living Life, making it the
only universal insurance plan in Canada
to include disability income protection.

Individual life insurance sales were
up 7% in 1986. While the increase in life
insurance sales was primarily from tradi-
tional participating insurance and term
insurance, sales of Living Life continue
to be strong and represent approximately
50% of all life insurance sold by Great-
West Life agents.

1986 saw a significant increase
in agent productivity, as agents took
advantage of hand-held and personal
computers. As well as providing clients with
on-the-spot sales illustrations, agents
now have access to 2 number of business
support systems to assist in sales and
client service. Great-West Life’s tech-
nological support for its agency force is
the best in the industry, and we are com-
mitted to maintaining this competitive edge.

Along with increases in productivity,
the Company experienced strong growth
in its sales force in 1986. The combination
of state-of-the-art technological support,
excellent products and a compensation
system that's a forerunner in the industry,
continues to attract superior people to the
sales force.

URANCE
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These factors — superior products,
advanced technology and a solid relation-
ship with our agency distribution system
—will enable Great-West Life to continue
to improve its market share in each line of
business: individual life, disability income,
and annuity. With this firm foundation,
our 1987 focus will be on achieving signifi-
cant improvements in the quality and
efficiency of relationships with policyholders
and agents, guided by recent attitude
surveys of these vital constituents. In
particular, we will focus on service-
oriented initiatives such as toll-free
telephone inquiries, improved information
technology for agents and service staff,
and upgraded annual reports for policy-
holders.

Specialized training, in both home
office and the field, will be a priority and
will contribute to improve the speed and
efficiency of our policy issue and under-
writing services.

With the rapid change expected in a
deregulated financial services industry,
Great-West Life is determined to maintain
a leading position through improved quality
and more effective service throughout the
organization.

Great-West Life’s technological
support for its field force is the
best in the industry.



THE

Group Operations

Great-West Life’s leadership position in

the employee benefit market was enhanced
in 1986 as the Company continued to
distinguish itself as the premier provider
of group insurance and pension programs
in Canada.

Group life and health insurance sales
reached record levels in 1986, generating
over $90 million of new annualized
premium. In response to a strengthened
economy, many clients improved their pro-
grams during the vear. In addition, product
innovations introduced in 1985, particu-
larly the new long-term disability product,
were well-received by the marketplace.

The new disability product proved
very successful both in attracting new
clients and retaining existing clients,
because of its contemporary approach to
plan design, disability management and
rehabilitation. It was a major factor in
Great-West Life's successful bid for the
Alberta Hospital Association plan, which
generated over $12 million of new annual
premium.

In the group pension market, the
Company’s improved Group RRSP product
was extremely well-received. New client
sales more than doubled, from 82 in 1985
to 199 in 1986, The prospects for continued
growth are very favorable given the flexible
nature of the new product and the
improving income tax environment for
RRSP programs.

In 1986, a number of initiatives were
undertaken focusing on customer service.
Benefit payment offices were divided
into two distinct units, one specializing
in disability claims and one in health
and dental claims, allowing the Company
to give special attention to customer require-
ments in each of these benefit areas.

GREAT-WEST
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In this past vear, we also developed
a number of new programs for introduc-
tion in early 1987. A new quality assurance
program, designed to ensure high quality
claims service for clients and their
employees, was introduced in benefit
payment offices January 1, 1987.

A computer-based customer service
system, called ClienTel, is also being imple-
mented in early 1987. This system not
only provides larger dental and health
clients with data entry capabilities and
direct access to their current plan infor-
mation, but will also offer value-added ser-
vices, such as stand-alone administrative
software for self-accounting customers, and
the capacity to produce employee benefit
statemments including in-year utilization
summaries.

In a joint project between Individual
and Group Operations, Great-West Life
will introduce a group universal life product
in 1987. This is an individual life insurance
plan that will be administered by the
[ndividual Division, but will be marketed
by the group field force as a payroll-
deduction employee benefit plan.
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A major initiative in 1987 will be the
development of a dental capitation pro-
gram, Under this program Great-West
Life, in partnership with three other
insurers, will establish a national network
of selected dentists who will provide
dental services to employee groups for a
fixed cost per employee. We expect dental
capitation plans, which are prevalent
in the U.S., to become an increasingly
important element in the Canadian dental
insurance market.

About one year ago, Great-West
Life announced the merger of its property/
casualty subsidiary, Gold Circle Insurance
Company, with The Personal Insurance
Company of Canada, owned by Laurentian
General Insurance Company Inc. In
1986, we very successfully completed the
transfer of in-force business from Gold
Circle to The Personal, with a high ratio
of Gold Circle clients choosing to renew
their coverage through The Personal. In
1987, we expect profitable results in
this line of business, and will focus on
increasing sales of group home and auto-
mobile insurance.

Quality client service is a
cornerstone of Great-West
Life's success.
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Our Position

With competitive products and sophisticated
technology firmly in place, Great-West Life
has placed renewed emphasis on providing
the best possible service for clients and
support for its sales force, and on stream-
lining administrative operations. We expect
to continue this emphasis in 1987, while
maintaining our competitive edge in pro-
duct and technology.

We see exciting potential in 1987 for
increased use of technology in both
Individual and Group Operations, in
improved sales illustrations and quotations,
office automation and management
information.

In 1987, we expect to maintain the
balance achieved in 1986 between profit-
ability and growth, among all lines
of business.

ASSURANCE
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United States Operations

A report from Orest Dackow,
Executive Vice-President—
Chief Operating Officer,
United States

During 1986, Great-West Life continued to
build on the foundations laid in previous
vears in areas of product, service and
technology. Both the Individual and
Group lines of business were influenced

Alan MacLennan, Senior Vice-President, Group;
Orest Dackow, Exeeutive Vice-President—
Chief Operating Officer, United States; and Bill
McCallum, Senior Vice-President, Individual.
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by tax reform, and both have been able to
take advantage of developing markets.

In terms of new annualized premium,
sales of individual life insurance and
individual annuities were up 55% and 38%
respectively. Individual health insurance
sales surged, increasing 120% over 1985.

[n the Group Division, sales of
annuities showed remarkable growth, with
increases of 78% over 1985. Group life
and health insurance sales were up 44%
over their 1985 level.
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Premium income for the vear, in-
cluding Administrative Services Only (ASO)
premium equivalents, increased 40% over
1985. Premium income from individual
products was up 46% , while income from
group products increased 37% .

Business in force at December 31,
1986 was well ahead of levels of one
year ago.

A major initiative of the past two
years— the consolidation of U.S. Operations
—was completed in 1986 with the open-
ing of the second tower of Great-West
Life Center. All [1.S. Headquarters opera-
tions, with more than 1,100 staff, are now
housed in the twin-tower complex in
Denver, Colorado.

Sources of 1986 Premium Income (United States)

First Year Single Renewal
(000) (000) (000)
INDIVIDUAL PRODUCTS
Life Insurance $183,910 $ 16,035 $154 552
Annuities 3,605 317,155 16,174
Health Insurance 3,186 — 8,758
Total Premiums $190,701 $333,190 $179.484
GROUP PRODUCTS
Life Insurance $ 5,050 3 62 $ 96,123
Annuities 703,524 53,956 156,716
Health Insurance 16,538 — 639,983*
Total Premiums $725,112 $ 54,018 $892,822

“Includes ASO Equivalent of $478,420

10
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1986 was a vear of dynamic growth in our
Individual line of business. The major
contributor to increased life sales was the
participating whole life product, Life @ 95.
Despite many predictions that whole life
products were on the decline, this tradi-
tional product was an important source
of business, especially in the corporately-
owned life insurance market, where Great-
West Life products funded supplemental
pension benefits for a number of Fortune
500 companies and many smaller companies.

The appeal of Life @ 95 lies in the
combination of strong long-term guaran-
tees and the flexibility offered by two
riders. X-Rider, revised in 1986, provides
increased cash values and unique flexi-
bility, while the new Z-Rider, introduced
in 1986, provides low-cost coverage on
a non-guaranteed basis.

A new term insurance product was
introduced late in the year. It combines
low premiums in early policy years with
the option of converting to permanent
coverage. We expect this product, Key
Term, to be a strong source of sales in 1987.

REAT-WEST
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In the area of contemporary products,
Great-West Life's line of universal life
plans continued to attract a growing
number of producers and clients. The
Company introduced FACT 3, a universal
life plan designed for clients who pur-
chase larger amounts of coverage and want
flexibility and high cash accumulation
features. It joins FACT 2®, a primary
universal life product for individual clients,
and FACT®, a unisex product designed for
the emplover-sponsored market.

A substantial portion of the Company’s
growth in individual annuity sales resulted
from increased sales of MAXIM®, a deferred
variable annuity product. MAXIM® sales
increased 94% over 1985, due to increased
interest by producers, the strength of the
product and the public’s interest in
insured accumulation products, MAXIM®
offers clients the choice of four investment
portfolios for accumulation of funds,
as well as attractive surrender and with-
drawal provisions.

The single premium immediate
annuity market continued to be a success-
ful one for Great-West Life, both in terms

Great-West Life Center in Denver is home to the
Company’s United States Operations.
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of sales to state lotteries and sales gen-
erated by its sales organization. Competi-
tive pricing — the result of close liaison
with our Investment Division — remains
an important factor in our success in the
annuity market.

Growth in disability income sales was
due to enhancements to products and
support systems, further development of
marketing arrangements with other insurers,
and a greater awareness in the market
of Great-West Life as a disability income
carrier. Sales of disability income products
will be an area of increased emphasis in
1987, both with the agency sales organiza-
tion and supplemental distributors.

Great-West Life enters 1987 with an
extremely strong distribution system. The
Company opened three new offices in 1986
— San Antonio, Nashville and a second
office in San Francisco— and continued to
build its career organization by attracting
a select number of established producers
who are experienced in sophisticated
markets. We expect the combination of
professional life underwriters, skilled
sales managers, competitive products,
an attractive compensation package and
the support services provided through our
sales offices to continue to attract high
calibre producers and provide the basis
for expansion of distribution capacity
in 1987.

We continue to develop supplemental
distribution systems and anticipate
increasing the number of insurers distri-
buting our disability income products from
three to four in 1987. In 1986, a signifi-
cant portion of annuity sales were
through financial institutions such as
banks and savings and loan companies.
We expect this to continue.
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1986 can be characterized as a vear of
balanced accomplishment for Great-West
Life's Group Operations in the U.S. Growth
was strong in both group life and health
business and group pension business.
Group Operations continued to be a
significant source of earnings, albeit at
reduced levels from 1985. This reduction
was largely attributable to the extremely
competitive environment experienced in
1986 as well as to renewed escalation

in healthcare costs.

0On the group pension side, growth
continued at exceptional levels with
Qualified Pension Plan sales (largely
GICs) increasing 62% over 1985 and Group
Voluntary Retirement Plan sales (Tax
Sheltered Annuities, Deferred Compensa-
tion and 401(k) plans), increasing 95%
over 1985.

Perhaps the most notable aspect of
the Group Voluntary Retirement Plan sales
was the acquisition of five additional state
deferred compensation plans, bringing the
total state cases o 12. Our pre-eminence
in this market is due to a combination of
contemporary product design, quality ser-
vice and administration, and our specialized
knowledge of the market.

People and technology

—the winning combination in
Great-West Life's

customer service.

GREAT-WEST
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[n Group Voluntary Retirement
Plan business, sales to the ultimate
individual customers continue to be made
predominantly by specialty sales organiza-
tions. One of these, Benefits Communica-
tion Corporation, a wholly-owned subsidiary
of Great-West Life, grew rapidly in the
business of enrollment and communication
services and expanded into several new
markets.

Group life and health business
had a record-setting vear, led by small
case (EDGE) business where sales to new
customers were up 103% over 1985. In
response to the environment of increased
healthcare costs, the Company continued
to move its health business away from
traditional fee-for-service reimbursement
and into ‘managed care’. These are
programs which bring together the
delivery and financing of healthcare with
the objective of achieving an optimum
halance of quality and cost.

Private Healthcare Systems, Ltd., a
partnership of commercial insurers
Great-West Life founded in 1985 to develop
managed care services, made excellent
progress during 1980. By the end of the
vear, the company provided healthcare
review services to close to one million
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people and had organized managed care
systems in 25 major metropolitan markets.
More than 50% of our business had been
sold with managed care programs by the
end of 1986,

The Company’s latest product,
Great-West Care , , was introduced in the
latter half of the vear. It offers emplovers
flexible plan design and funding, together
with significant cost containment features.
Emplovees receive a wide choice of health-
care providers capable of delivering cost-
effective, quality care.

Great-West Life continued to offer a
full array of alternate funding products
to its group life and health customers,
enhanced by a Flexible Benefits Account
program introduced towards the end of
the year.

As well, technology continued to be
a major component of the Company’s
product offering during 1986, with almost
one-third of its major clients taking the
BenLink ,, product. BenLink ,, allows
clients to link up with Great-West Life’s
claims management system to access plan
information, input employee eligibility
data, and produce claim reports.

[n 1986, Great-West Life increased
its distribution capacity for all group
products. The Company expanded its sales
organization through recruiting both
experienced and inexperienced sales repre-
sentatives. In addition, Great-West signed
an agreement with another insurer to
market its group life and health insurance
package for small businesses,
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Our Position
While Great-West Life’s share of the vast
American market remains small, the
Company continues to increase its position,
as demonstrated by its extraordinary growth.
Great-West Life has developed a reputa-
tion as a provider of quality, competitive
products and services, and is well-
positioned to take advantage of the con-
tinued growth of the market.

In Individual lines of business,
we will continue to offer clients a choice

GREAT-WEST LIFE

of traditional and contemporary life
insurance products. We will also continue
the emphasis on annuity and disability
income products and services.

In Group lines of business, we will
continue to strive for a balanced mix of
business in the four product areas: small
case insured life and health insurance,
large case self-funded life and health
insurance, qualified pension plans and
voluntary retirement plans. In addition,
we will maintain our aggressiveness in

ASSURANCE

COMPANY

marketing cost containment services
and managed care products.

Great-West Life will continue to
expand its distribution capabilities in both
lines of business by opening new sales
offices and by recruiting sales professionals.
We will also be alert to opportunities to
expand supplemental distribution systems.

Great-West Life is committed to
providing not only competitive products,
but also responsive, efficient service and
support to clients and distribution systems.
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50 a8 2 500
3.0
40 400
2.5
30 20
20 L
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GROUP

INDIVIDUAL TOTAL
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. Business in Force

INDIVIDUAL GROUP TOTAL

. New Sales (Revenue Premium)

. Business in Force (Funds Held)
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Investment Operations

A report from Marshall Smith,
Executive Vice-President,
Investments

The year 1986 saw a number of milestones
reached by Great-West Life’s [nvestment
Division. By vear-end, the total of all
investment portfolios managed by Great-
West Life had reached $12,229 million—
an increase of $2.069 million or 20% over
vear-end 1985. Similarly, net investment
income earned in the year totalled $1,204
million, up from $1,001 million in 1985.

WEST LIFE

The investment portfolios of
Great-West Life and its subsidiaries,
which support obligations to policyholders,
totalled $10,682 million. Of this amount,
40% is attributable to Canadian Operations
and 60% to the United States. The balance,
$1,547 million of portfolio investments,
consists of various segregated investment
funds in which the investment risk is
borne by fund participants. In the United
States, $936 million of investments are
held by our subsidiary, Great-West Life
& Annuity Insurance Company.

Ray McFeetors, Senior Vice-President, Fixed-
Income Investments, Canada; Brian Thompson,
Senior Vice-President, Fixed-Income Invest-
ments, U.S.; Ted Ransby, Senior Vice-President,
Common Stock & Pension Investments; Marshall
Smith, Executive Vice-President, Investments;
and Grant Dominy, Senior Vice-President,
Investment Policy.

ASSURANCE

COMPANY

Objective

The primary objective of the Company’s
investment operations is to support our
obligations to policyholders by ensuring
that the necessary funds are available when
required. Thus, safety of principal and
interest and timely flow of funds are of
primary importance. In addition, a con-
sistently successful investment operation
is an important contributor to overall
Company profitability.

Segregated funds are managed with
the objective of producing competitive
investment performance in the market-
place. Participants bear the direct risk
and receive the rewards of their investments
in the various funds.

Investment Strategy

Great-West Life’s investment strategy is
two-fold. For the bulk of the assets we
acquire a portfolio of fixed-income bonds
and commercial/industrial mortgages that,
in total, has the necessary characteristics
of quality, diversification, maturity and
marketability to ensure timely performance
of the Company’s obligations. In addition,
the rate of return earned on these invest-
ments must be competitive if the Company’s
market position as a provider of consumer
financial services is to be maintained and
strengthened.

The second part of our strategy is to
earn long-term enhanced returns on the
maximum amount of funds that can be
safely dedicated to equity investments,
whether in the form of shares or ownership
of real estate.
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Investment Activities in 1986

Funds available for new investment
came from three main sources:

— net funds arising from insurance
and annuity operations

— investment income earned and capi-
tal repayments received from
existing assets

—proceeds arising from sales of

assets in the normal course of

portfolio trading activity.

The first two sources provide the core
amount of investible funds available in a
vear. In 1986 they totalled $2,926 million,
an increase of 24% over 1985,

This amount was invested approxi-
matelv as follows:

57% in commercial and industrial mort-

gages of varying terms at an average

rate of 10.71% in Canada and 9.94%

in the United States.

in federal government bonds or bonds

suaranteed by the federal government

at an average rate of 8.86% in Canada

and 8.79% in the United States.

in other bonds at an average rate of

9.66% in Canada and 8.38% in the

United States.

1% in short term and other temporary
investments.

15%

No new investible funds were allo-
cated to equity investments in 1986. Some
further reduction in this category occurred
as further sales of real estate were under-
taken, primarily in the U.S.

GREAT-W

EST LIFE ASSURANCE COMPANY

A $72 million expansion of Polo Park Shopping Centre in Winnipeg was completed
in 1986. Great-West Life, which helped finance the original mall in 1960, also
assisted in financing the expansion through a mortgage bond on the property.

il

Ere r . T

In 1986, Great-West Life completed the second
tower of Great-West Life Center, a 460,000 square
foot office complex in Denver, housing the Company's
United States Headquarters, among other tenants.

5




Investment Income

The total of net investment income, before
tax, earned in 1986 was $1,204 million up
20% from 1985. These results reflected not
only the overall growth of Great-West Life’s
invested assets, but also in part the buov-
ancy of common share portfolios where a
portion of market value appreciation is
reflected in annual investment income.
The overall increase in investment income
was, however, moderated by lower levels of
interest rates for new investments than
have prevailed in the past several years;
some pressure on rental income from
owned real estate; as well as an increased
level of uncollected income due to problem
accounts, principally located in areas of
the United States affected by the oil price
collapse early in 1986.

THE GREAT-WEST

Investment Yield

Net investment income for the vear,
measured as a percentage of average
invested assets, produced a vield of 11.31%
as compared with 11.30% in 1985 and
11.08% in 1984.

The slight increase in the 1986 vield
largely reflects the effects of rising common
share values, notwithstanding the lower
interest rates prevailing in both Canada
and the United States during the vear. The
interest rate decline was particularly
evident in the United States, where approxi-
mately 61% of Great-West Life’s bond and
mortgage investments are located.

LIFE ASSURANCE COMPANY

Asset Distribution

The chart below shows the distribution of
the Company’s invested assets (excluding
segregated funds) in 1986 and 1985.

Federal government bonds, including
guarantees, constitute a significant,
highly marketable, highest quality com-
ponent of the portfolio providing the
flexibility to make prompt portfolio adjust-
ments in response to changing economic
and financial conditions.

Great-West Life has a significant
continuing commitment to commercial
and industrial mortgages which form
virtually the entire amount of the mort-
gage account. They constitute a primary
backing for policyholder obligations along
with bonds, including Federal government
bonds.

Asset Distribution

Other Bonds
Mortgages
Stocks

Real Estate

Palicy Loans

23.7

53.6

1.3

6.9
1.1
3.2

Federal Government Bonds

Cash & Certificates of Deposit

% 1985
10.0 ‘

21.8

52.9

29
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12 w
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Asset Quality:
Bonds
Bond quality may be measured by ratings
accorded these investments. The table
below indicates the quality of the Com-
pany’s bond portfolio (excluding short-term
investments and unamortized gains/losses
of $112.3 million) as at December 31, 1986.
At December 31, 1986, bonds having
a principal value of $32.5 million or 0.9%
of the bond portfolio were in default. This
compares with $5.9 million or 0.2% at the
end of 1985.

Bond Portfolio Quality
Estimated Rating Amount
(S millions)
B A 1,335.2
o 849.3
A 7202
B s8e 616.6
Il BB or lower 105.0
Total 3,626.3

%

36.8

234

19.9

17.0
29

Mortgages

At December 31, 1986 mortgages in arrears
90 days or more and real estate acquired
by foreclosure of mortgages totalled $221
million or 3.7% of the total mortgage
portfolio including foreclosures. This
compares with a similarly calculated 1.9%
a vear ago. The increase in mortgage
arrears and foreclosed real estate has
occurred almost entirely in loans located
in areas of the United States and Canada
identified with the energy industry. The
shock of the oil price collapse punctuating
a period of over-building in those same
areas, along with the aftermath of the high
interest rates experienced in earlier years,
put great stress on the real estate industry
and on the economic underpinning of
many projects. While oversupply will not
likely be quickly overcome, the lower level
of interest rates and the tentatively higher
and more stable outlook for il prices indi-
cate that significant improvement in this
area of investment may be expected.

Fixed Income Investment Maturities
While financial markets have been fairly
stable in the past year, prudence demands
that Great-West Life be prepared to cope
with the financial instability typical of
several vears ago when interest rates and
the price of financial assets were changing
rapidly. In such an environment, achieving
a good match between cash inflows from
investments and cash outflows on matur-
ing policyholder obligations is essential.
The distribution of fixed-income asset
maturity, shown below, indicates the

term of assets in place as a result of
reaching a satisfactorily balanced position
relative to the liability structure. At the
end of 1986 the estimated average term

of all fixed-income investments was 5.8
years compared to 5.0 years at the end

of 1985.

Fixed Income Investment Maturities

Estimated Maturities Amount
(% millions)
B 1yearoriess 1,104.8
B over 1 yearto 3 years 2,026.9
B over3years o 5 years 2,843.0
. over 5 years to 10 years 2,305.0
B overi0years 1,498.1
Total 97778
%
11.3 _

20.7

29.1




Equity Investments

Equity investments of Great-West Life com-
prise publicly traded common stocks,
shares of real estate development and
venture-type enterprises, and direct real
estate.

The total market value of §1,243.9
million at the end of 1986 compared with
$1,349.5 million at the end of 1985.

During the year the value of direct real
estate holdings increased slightly. Additions
to the real estate portfolio resulted from
foreclosures of mortgages while decreases
resulted from planned sales as well as from
reduced estimated market values in some
geographic areas. After net sales under-
taken in both Canada and the United
States, the total market value of public
common shares decreased by $22 million.

With respect to Great-West Life's
investments in publicly traded stocks in
both Canada and the United States, the
chart below shows for 1986 and for the
four years ended December 31, 1986, the
overall compounded approximate rates of
return of dividends and capital apprecia-
tion (realized and unrealized), compared
with those on recognized stock indexes.

WEST LIFE

A8 S 1

Segregated Fund Investments

The segregated funds managed by
Great-West Life totalled $1,547 million at
the end of 1986. Of this, $1,218 million
are assets managed primarily for Canadian
group pension clients in pooled invest-
ment funds. In addition, $136 million

of group pension assets is invested under
separate fund management for individual
clients. Three of the pooled funds managed
by Great-West Life are among the largest
in the Canadian pension industry: the
Mortgage Fund No. 1 ($386 million), the
Real Estate Fund No. 1 ($285 million)

and the Money Market Fund No. 1

(8158 million).

Equity Investments
Market Value
(S millions)
. Public Common Shares 3271
B other Shares 99.1
B Real Estate 817.7
Total I,ES_B

%

26.3

o | S T e
.7

8
65.

RANGCE COMPAN)

In the United States we have an
affiliated mutual fund company, Maxim
Series Fund, Inc., registered under the
Investment Company Act of 1940. Maxim
has six investment options: money
market, bond, growth, government
guaranteed and two zero coupon treasury
funds. Each of these funds continued
to experience competitive investment
results in 1986. The assets of the Maxim
funds as of December 31, 1986 totalled
$147 million compared with $36 million
in 1985. Other separate funds of the
Company in the United States at the end
of 1986 totalled $46 million.

Return on Public Stock Portfolio
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Review and Outlook

The vear past was characterized by overall
economic stability in North America as
indicated by moderate real growth, low
inflation, declining interest rates and
buoyant stock markets. At the same time
regional disparities emerged again as a
serious reality, with central Canada
showing exceptional strength compared to
the agricultural and resource-based

areas both east and west. In the United
States both coasts continued to be strong
while parts of the center displayed weakness.

It is not surprising that investment
results and portfolio behavior mirrored
these conditions. While we experienced
some difficulties in a few specific geo-
graphic areas, our overall performance
remained strong as the bi-national
diversified character of investment
portfolios strongly supported Company
objectives.

In the vear ahead we must continue
to be mindful of the risks associated not
only with an economic expansion which
is rather ‘long-in-the-tooth’ but also with
the potential financial consequences
associated with excessive debt creation
at consumer, corporate and government
levels. In these circumstances, main-
taining quality standards and achieving
multi-faceted risk diversification rank
high in operational priorities.

In 1987 we expect to commit new
funds to selected equity investment
opportunities. While the inevitable vola-
tility of short-term equity performance
moderates the extent to which equities

Far e — ~ L —— o

Great-West Life holds a first mortgage on Capitol Place II,
a 152,780 square foot office building in downtown
Washington, D.C., which is part of the four-building, mixed-
use commercial complex, Capitol Place. The building’s
lead tenant and owner is the American Federation of
Government Employees.

can be included in the overall portfolio,
the long-term rewards of a properly con-
structed and well-executed equity investment
program are viewed as an essential element
of investment policy.

Reliable, consistent, superior
investment performance is more than
ever needed as a vital ingredient in
achieving Company success. Great-West
Life’s Investment staff is dedicated to
that task.
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Management’s Statement on Financial Reporting

Board of Directors

The accompanying financial statements
were approved by the Board of Directors
which has overall responsibility for their
contents.

Audit Committee
The Board of Directors is assisted in its
responsibilities for these financial state-
ments by its Audit Committee. This
Committee consists of directors not
involved in the daily operations of the
Company. The function of this Committee
isto:
— Review all formal financial state-
ments and recommend them for
approval to the Board of Directors.

— Review the systems of internal
control and security.

— Recommend the appointment of the
external auditors and their fee
arrangements to the Board of
Directors.

— Review other audit, accounting,
financial and security matters as
required.

In carrying out the above responsi-
bilities, this Committee meets regularly
with management, and with both the
Company's external and internal auditors
to approve the scope and timing of their
respective audits, to review their findings
and to satisfy itself that their responsi-
bilities have been properly discharged.
The Committee is readily accessible to
external and internal auditors and to the
Valuation Actuary.

Management

The annual report was prepared by
management. The financial statements
were prepared in accordance with the
accounting practices prescribed or per-
mitted by the Department of Insurance

of Canada. Some of the assets and liabilities
are based on estimates and judgements

as their final determination is dependent
upon subsequent events. Management
believes such estimates are based on
careful judgements and have been properly
reflected in the financial statements.

In the opinion of management, the
accounting practices utilized are appro-
priate in the circumstances and the
financial statements properly reflect the
financial position and results of operations
of the Company within reasonable limits
of materiality.

Valuation Actuary

The Valuation Actuary is appointed by

the Board of Directors pursuant to Section 71.1
of the Canadian and British Insurance
Companies Act. His function is to carry
out an annual valuation of the Company’s
policy benefit liabilities in accordance
with the Recommendations for Insurance
Company Financial Reporting of the
Canadian Institute of Actuaries for the
purpose of issuing reports to policyholders,
shareholders and the Superintendent

of Insurance. These reports express his
opinion based on informed judgement.

External Auditors

Touche Ross & Co. have been appointed
external auditors pursuant to Section 78.1
of the Canadian and British Insurance
Companies Act to report to the policy-
holders, shareholders and directors and
to the Superintendent of Insurance
regarding the fairness of presentation of
the Company’s financial position and
results of operatians as shown in the
annual financial statements.

The opinion of the external auditors
is based upon obtaining an understanding
of the Company’s accounting systems,
procedures and internal controls. Based
upon their evaluation of these systems,
the external auditors conduct appropriate
tests of the Company's accounting records
and obtain sufficient audit evidence and
explanations to provide reasonable
assurance that the financial statements
are presented fairly in accordance with
accounting practices prescribed or per-
mitted by the Department of Insurance of
Canada and, unless otherwise stated, on
a basis consistent with that of the pre-
ceding vear.

Regulatory Authorities

The Superintendent of Insurance of
Canada, at least once everv three vears,
examines the affzirs of the Company.

In addition, the United States operations
of the Company are periodically examined
by the Michigan Insurance Bureau under
the auspices of the National Association
of Insurance Commissioners. Periodic
reports are filed with insurance regulatory
authorities in various jurisdictions and
these reports facilitate further review of
financial results and enquiry by examina-
tion staff.
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Comparative Highlights

(in thousands of dollars except earnings per share)

At December 31 1986 1985
Life insurance in force (face amount) $112,684,790 $100,304,517
Annuities in force (funds held) 8,929,278 7,072,642
Health insurance in force '

(annualized premiums) 1,201,298 1,054,732
Assets 12,995,538 10,801,022
Common and preferred capital and surplus 1,127,046 1,054,504
For the Year
New insurance 17,193,311 14,487,198
New annuities 1,895,813 1,193,560
Premium income 3,188,615 2,319,703
Net investment income 1,204,181 1,001,464
Total paid or credited to policyholders

including policyholder dividends and

experience refunds 3,853,916 2,904,464
Earnings per common share

From operations 49.82 42.81

Including other items 47.74 43.11

21
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Summary of Consolidated Operations

(in thousands of dollars except earnings per share)

1986 1985
Income
Life insurance and annuity premiums $2,626,459 $1,772,749
Accident and health premiums 557,594 533,649
Property and casualty premiums 4,562 13,305
Net investment income 1,204,181 1,001,464
Net realized and unrealized capital gains
on assets of segregated investment funds (note 1e) 38,236 94,140
Total Income 4,431,032 3 415,307
Benefits and Expenses
Life and annuity benefits 1,335,159 1,066,570
Accident and health benefits 430,477 411,180
Property and casualty benefits 7,673 12,969
Interest on funds on deposit 44,622 42 446
Increase in policy reserves (note 1g) 1,905,700 1,270,335
Policyholder dividends and experience refunds 130,285 100,964
Total paid or credited to policyholders 3,853,916 2,904,464
Commissions and operating expenses 411,281 368,639
Premium taxes 26,827 20,675
Net operating income before income taxes 139,008 121,529
Income taxes — current 5,213 3 414
—deferred 3,026 2,280
Net Income from Operations 130,769 115,835
Other Items (note 3) (10,677) 4,784
Net Income $ 120,092 § 120,619
Summary of Net Income (note 1h)
Attributable to participating policyholders
Net income before policyholder dividends $ 106,223 $§ 99,752
Policyholder dividends 86,658 71,890
Net income from operations 19,565 27,862
Other items (note 3) (6,521) 4,183
Net Income — participating policyholders $ 13,044 $ 32,045
Attributable to shareholders
Net income from operations before
preferred shareholder dividends $ 111,204 § 87973
Preferred shareholder dividends 11,550 2,354
Net income from operations —common shareholders 99,654 85,619
Other items (note 3) (4,156) 601
Net Income —common shareholders $ 95,498 $ 86,220
Earnings per common share
From operations $49.82 $42.81

Including other items $47.74 $43.11
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Consolidated Statement of Surplus
for the year 1986 (in thousands of dollars)

Participating

Policyholders Shareholders Total
Appropriated
Balance January 1 $ 72,644 $232,624 $305,268
Add:
Increase in special reserves
Investment valuation and
currency reserve — net 6,496 34,926 41422
Real estate appraisal 7
valuation reserve 10,996 49 447 60,443
Reserve for cash value
deficiencies and amounts
of negative reserves (11,714) 35,762 24,048
Reserve for miscellaneous assets 2,459 13.821 16,280
8,237 133,956 142,193
Balance December 31 $ 80,881 $306,580 $447‘461_
Unappropriated
Balance January 1 §258,039 $338,597 $597,236
Add:
Total net income for vear from
summary of operations 13,044 107,048 120,092
Deduct:
Dividends to shareholders
—preferred shareholders — 11,550 11,550
—common shareholders - 36,000 36,000
Changes in special reserves
appropriated from surplus 8,257 133,956 142,193
Balance December 31 $263,446 $204,139 $527,585
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Consolidated Balance Sheet
December 31, 1986 (in thousands of dollars)

Assets 1986 1985
Bonds (note 1b) $ 3,738,552 $ 2,904,374
Mc-tgages and sale agreements (note 1b) 5,917,062 4,833,997
Stocks (note 1c) 146,535 262,654
Real estate (note 1d) 757,369 701,410
Loans to policyholders 354,272 318,910
Cash and certificates of deposit 122,231 114,424
Premiums in course of collection 117,698 72,592
Interest due and accrued 167,697 148,299
Segregated investment funds (note 1e) 1,546,832 1,342,539
Other assets 127,290 101,823

$12,995,538 $10,801,022

Approved by the Board

/NKW /ﬁ/{wa/ua%

Director Director
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Liabilities 1986 1985

Policy benefit liabilities

Policy reserves (note 1g) $ 8,804,533 $ 6,973,391
Segregated investment funds 1,546,832 1,342,539
Provision for claims 498,260 443 988
Provision for 1987 policyholders’
dividends 85,218 70,660
Provision for experience rating refunds 84,886 75,833
11,079,729 8,906,411
Policyholders’ funds 421,772 392,935
Mortgages on real estate 191,312 273,818
Income taxes payable 8,870 5,836
Deferred income taxes (note 1f) 19,430 16,832
Other liabilities 147,379 150,686
11,868,492 9,746,518

Capital stock and surplus

Capital stock (note 2) 152,000 152,000
Appropriated surplus (note 4)
— participating policyholders 80,881 72,644
—shareholders 366,580 232,624
Unappropriated surplus
— participating policyholders 263,446 258,639
—shareholders 264,139 338,597
1,127,046 1,054,504

$12,995,538 $10,801,022




THE GREAT-WEST LIFE ASSURANCE COMPANY

Consolidated Statement of Changes in Financial Position

(in thousands of dollars)

1986(1) 1985
Operations
Net income $ 120,092 $ 120,619
Non-cash charges
Increase in policy benefit liabilities 1,981,094 1,315,318
Increase in policyholders’ funds 22,609 26,975
Deferred income taxes 2,522 4,958
Currency revaluation (17,452) e
Other (183,618) 51,061
1,925,247 1,518,931
Financing Activities
Issue of preferred shares - 150,000
Issue expense paid — (3,311)
Dividends paid (47,550) (32,354)
(47,550) 114,335
Investment Activities
Bond sales and maturities 2,089,929 2,130,973
Mortgages and sale agreements repayments 343,761 205,316
Stock sales 282,416 265,912
Real estate sales 109,330 43,176
Policy loan repayments 36,404 21,902
[nvestment in bonds (2,877,351) (2,377,252)
[nvestment in mortgages and sale agreements (1,404,487) (1,471,437)
Investment in stocks (96,792) (130,617)
Investment in real estate (90,518) (75,290)
Policy loan advances (63,364) (17.970)
Increase in segregated investment funds (201,426) (205,776)
(1,872,098) (1,611,063)
Increase in cash and certificates of deposit 5.599 22,203
Cash and certificates of deposit
beginning of vear 116,632 2,221
Cash and certificates of deposit
end of vear $ 122,231

§ 114,424

(1) The amounts shown reflect a revaluation of opening United States dollar Balance Sheet items at $1.25 rather than the December 31, 1985 book

rate of $1.20.
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Notes to 1986 Consolidated Financial Statements

1. Summary of Significant

Accounting Practices

The accounting practices followed by the

Company are as prescribed or permitted

by the Department of Insurance of

Canada for the purpose of reporting to

policyholders and shareholders.

(a) Financial results for 1986 are reported
on a consolidated basis. All significant
intercompany balances and transactions
are eliminated on consolidation. The
principal subsidiaries are:

Great-West Life & Annuity
Insurance Company

Torwest Properties U.S.A. Limited

G.W.L. Properties Ltd.

Great-West Realty Investments, Inc.

(b) Investments in bonds, mortgages
and sale agreements (debt securities)
are basically carried at amortized cost
with the securities of the life account
adjusted by the unamortized balance
of losses or gains on sales of securities.
The difference between the proceeds
on the sale of a debt security and its
amortized cost is considered to be
an adjustment of future portfolio
yield, and is deferred and amortized
over the period to maturity of the
security sold. The unamortized
balances at December 31, 1986 are
$55,361,000 of net gains for bonds
($7,101,000 in 1985) and $474,000
of net gains for mortgages ($320,000
in 1985).

Bonds, mortgages and sale agree-
ments have a market value on a
basis authorized by the Department
of Insurance of $10,185,647,000
($7,813,543,000 in 1985). In most
instances, the carrying value of debt
securities will be realized since they
will be held to maturity to discharge
policy contract liabilities maturing
at the same time.

(c) Investments in stocks (equity securities)

in the life account are carried at cost
less an adjustment which consists of
realized gains and losses as well as

a market value adjustment which is a
portion of the difference between
adjusted book value and year-end
market value of all equity securities.
The adjustment at December 31, 1986
amounted to $144,343,000 ($128,661,000
in 1985). Equity investments in respect
of the accident and health business

are carried at cost.

Equity securities have a market
value on a basis authorized by the
Department of Insurance of $426,250,000
($541,233.000 in 1985).

(d) Investments in real estate at

December 31, 1986 are carried at a
written-down cost of $800,898,000
($739,779,000 in 1985) less accumu-
lated depreciation of $40,826,000
(838,369,000 in 1985) and less an
adjustment which consists of realized
gains and losses as well as a market
value adjustment which is a portion of
the difference between adjusted book
value and market value of all real
estate holdings. The adjustment at
December 31, 1986 amounted to
$2,703,000.

Effective January 1, 1986, the
Company adopted a revised basis of
accounting for investments in real
estate. On the revised basis, realized
and unrealized gains and losses in
real estate properties are amortized
to income at 10% per annum with no
further regular depreciation charges.
Depreciation charges will continue
on leasehold improvements made to
real estate properties. The change
in basis has resulted in an increase
in 1986 net income of $2,596,000, net
of income taxes.

The market value of the real
estate portfolio has been calculated
at $817,665,000 ($808,338,000 in 1985).

(e) Investments held for segregated

investment funds are carried at market
value. Net realized and unrealized
capital gains on segregated investment
funds were $38,236,000 in 1986
($94,140,000 in 1985). Such capital
gains to the funds are reflected in the
increase in policy reserves and do

not affect net income of the Company.

(f) Income taxes are calculated using

the deferred-tax method on a present
value basis.

(g) Policy reserves represent the amount

which, in the judgement of the Valua-
tion Actuary, is required, together
with future premiums and investment
income, to provide for future policy
benefits, administrative expenses and
taxes on insurance and annuity
policies and are calculated using
assumptions considered to be appro-
priate to the policies in force. Policy-
holder dividends (except for the small
portion derived from investment
earnings on surplus) are included
in future policy benefits at the current
scale of policvholder dividends. The
Valuation Actuary, in setting the
valuation assumptions, has assumed
that policyholder dividends will be
changed from the current scale to
reflect any differing operating experi-
ence of the participating account in
future vears. Also, asset values and
projected maturities of assets and
liabilities are continuously monitored
and appropriately considered in the
determination of policy reserves.
Policy reserves recognize the deferral
of certain costs of acquiring policies.
The amount of unamortized deferred
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acquisition costs deducted in arriving  (h) Net income includes earnings of the participating and the health accounts
at the policy reserves was $295,946,000 participating, non-participating and and 2!4%, as restricted by law, of the
at December 31, 1986 (§229,138,000 at the health insurance accounts. distributions from the participating
December 31, 1985). Earnings applicable to shareholders account.

include net earnings of the non-

2. Capital Stock
1986 1985
(000) (600)
Authorized
20,000,000 Preferred Shares, pdr value of $25
50,000,000 Common Shares, par value of §1
Issued and Outstanding
6,000,000 Series A, 7.70% Cumulative Preferred Shares $150,000 $150,000
2,000,000 Common Shares 2,000 2,000

$152,000 $152,000

3. Other Items
Other items, net of income taxes includes the results of:

1986 1985

Participating Participating
Attributable to: Policyholders Shareholders Policyholders Shareholders
(000) (000) (000) (000)
Net realized gains on sale of assets (note 3a) $(1,015) $ 11,741 $ 1,509 $ 12,303
Net write-down of assets (4,194) (28,397) 7,500 (12,620)

(Gain due to change in book rates of exchange 5,908 11,544 - —

Changes in policy reserves (7,327) — (4,928)
Release of insurance guarantee association assessments 107 956 102 918
$(6,521) $ (4,156) $ 4,183 $ 601

$(10,677) $ 4,784

(a) Net realized gains on sale of assets in 1986, net of income taxes of $1,398,000 ($1,892,000 in 1985) include the results of:

(i) all disposals of assets of the accident and health account;
(ii) loss on disposition of subsidiaries.
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4. Appropriation of Surplus
Appropriated surplus represents reserves
required by the Department of Insurance
of Canada. Commencing in 1986, as a

Participating account:

Investment valuation and currency reserve— net

Real estate appraisal valuation reserve

Reserve for cash value deficiencies
and amounts of negative reserves

Reserve for miscellaneous assets

Total

Non-participating and health accounts:

Investment valuation and currency reserve — net

Real estate appraisal valuation reserve

Reserve for cash value deficiencies
and amounts of negative reserves

Reserve for miscellaneous assets

Total

. United States Dollar Transactions
Effective January 1, 1986 United States
currency items are translated at a book rate
of $1.25 in Canadian dollars compared
to $1.20 for 1985. A gain in 1986 of
$17,452,000 resulted from the change in
the book rates of exchange. It is the
intention of the Company to alter this rate
whenever it is evident that currency rates
have changed significantly and in the
opinion of the Company the rate will not
be reversed in the near term.

result of the revised basis of accounting
for real estate (note 1d), a real estate
appraisal valuation reserve is required.
The appropriations are:

1986 1985
(000) (000)
$ 24,437 § 17941
10,996 =
22,542 34,256
22,906 20447
$ 80,881 § 72,644
$ 94,054 §$ 59,128
49,447 =
147,659 111,897
75,420 61,599
$366,580  $232 624

Conversion to Canadian dollars of the
excess of United States dollar assets over
United States dollar liabilities at the
December 31, 1986 exchange rate rather
than the book rate of $1.25 would have
produced an increase in net assets of
approximately $45,863,000 ($68,939,000
in 1985). In accordance with reporting
requirements $15,844,000 ($32,382,000 in
1985) is reflected by a reduction in the
investment valuation and currency reserve
shown in note 4.
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6.Related Party Transactions
Transactions with related parties consist
mainly of the provision of insurance
benefits to other companies within the

7.Company'’s Effective Income Tax Rate
The Company’s effective income tax
rate is made up as follows:

Combined basic Canadian federal and provincial tax rate

Power Corporation of Canada group of
companies. In all cases, such transactions
are made in the normal course of business

Increase (Decrease) in the income tax rate resulting from:

Adjustment of deferred taxes to
a present value basis
Tax exempt dividends on stocks
Tax exempt portion of capital gains
Lower effective tax rates on income
not subject to tax in Canada
Miscellaneous

Effective income tax rate

8. Contingent Liabilities

The Company has entered into a number
of joint ventures and partnerships and
has equity positions in 2 number of real
estate development corporations which
have not been consolidated in its financial

and at competitive prices.
1986 1985
50.8% 51.3%
(32.9) (34.1)
(2.1) 2.3)
(2.8) (2.9)
(7.1) (4.8)
0 (25)
S

results. The contingent liability opposite
these participations is $114,478,000
($185,100,000 in 1985) and this amount
is supported by the underlying value of
the assets of the various entities.
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Warlaratleon Actuary’s Certificate

[ have made the valuation of the policy
benefit liabilities of The Great-West

Life Assurance Company and its con-
solidated life insurance company sub-
sidiary, Great-West Life & Annuity Insurance
Company, for the consolidated balance
sheet at December 31, 1986 and the
summary of consolidated operations for

To the Policyholders, Shareholders
and Directors,

The Great-West Life Assurance
Company

the year then ended. In my opinion:

i) the valuation conforms to the Recom-
mendations for Life Insurance Company
Financial Reporting of the Canadian
Institute of Actuaries; ii) the amount

of the policy benefit liabilities makes
proper provision for future payments
under the companies’ policies:

W. E. BERGQUIST, F.5.A. F.CLA, MAAA.
Senior Vice-President & Actuary

February 4, 1987

iii) a proper charge on account of those
liabilities has been made in the summary
of consolidated operations; and iv) the
amount of surplus appropriation for
policies whose cash value exceeds the
policy benefit liability is proper.

We have examined the consolidated
balance sheet of The Great-West Life
Assurance Company as at December 31,
1986 and the summary of consolidated
operations, the consolidated statement

of surplus and the consolidated statement
of changes in financial position for the
vear then ended. Our examination was
made in accordance with generally

udiltornrs’

To the Policyholders, Shareholders
and Directors,

The Great-West Life Assurance
Company

accepted auditing standards, and
accordingly included such tests and
other procedures as we considered
necessary in the circumstances.

In our opinion, these financial state-
ments present fairly the financial
position of the Company as at
December 31, 1986 and the results of
its operations and the changes in its

Rl

Chartered Accountants

Winnipeg, Manitoba
February 4, 1987

Report

financial position for the year then
ended in accordance with the accounting
practices described in Note 1 to the
financial statements applied, except for
the change in the method of accounting
for investments in real estate as
described in Note 1(d) to the financial
statements, on a basis consistent with
that of the preceding vear.
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Five Year Summary

(in thousands of dollars except earnings per share)

Compound Growth Rate

1982-1986 1986
AT DECEMBER 31
Life ij‘lz?'urgnce in force (face amount) 10.8 $112,684,790
Annuities in force (funds held) 213 8,929,278
Health insurance in force (annualized premiums) 7.8 1,201,298
Assets 17.0 12,995,538
Common and preferred capital and surplus 14.2 1,127,046
FOR THE YEAR
New insurance 9.9 17,193,311
New annuities 24.6 1,895,813
Premium income 16.9 3,188,615
Net investment income 18.1 1,204,181
Total paid or credited to policyholders including
dividends and experience refunds 16.5 3,853,916
1986
Participating
Policyholders Shareholders
CONDENSED SUMMARY OF OPERATIONS
Income:
Premiums $283,300 $2,905,315
Net investment income 151,325 1,052,856
Net realized and unrealized capital gains on
assets on segregated funds 1,728 36,508
Total income 430,353 3,994,679
Benefits and Expenses:
Total paid or credited to policyholders 339,139 3,514,777
Commissions and operating expenses 69,914 341,367
Premium taxes 5,469 21,358
Transfer from participating policyholders to shareholders 2,221 (2,221)
Net operating income before income taxes 19,610 119,398
Income tases — current 837 4,376
—deferred (792) 3,818
Net income from operations 19,565 111,204
Other items (6,521) (4,156)
Dividends to preferred shareholders — 11,550
Net income $ 13.044 $ 95,498
EARNINGS PER COMMON SHARE
From operations $ 49.82_
Including other items $ 47.74
Return on common shareholders’ equity 15.8%
Book value per common share $316.36

Dividends to common shareholders—per share $ 18.00
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1985 1984 1983 1982
$100,304,517 $92,725,762 $81,845,083 $74,874,200
7.072,642 5,883,532 4,785,530 4,124,800
1,054,732 1,000,617 880,106 888,062
10,801,022 9,186,139 7,823,035 6,937,611
1,054,504 816,239 720,957 661,996
14,487,198 16,696,891 13,023,809 11,777,218
1,193,560 1,023,787 694.990 785,504
2,319,703 2,059,393 1,601,316 1,708,437
1,001,464 855,538 687,792 619,237
2,904,464 2,477,735 1,988,711 2,004,176
1985 1984 1983 1982
Participating Participating Participating Participating
Policyholders Shareholders Policyholders Shareholders Policyholders Shareholders Policyholders Shareholders
$180,511 $2.139,192 $154,674 $1,904,719 $146,977 $1,454,339 $150,127 $1,558,310
140,255 861,209 132,628 722910 118,341 569,451 114,226 505,011
2,836 01,304 09 9,424 1,749 40,936 975 56,951
323,002 3,091,705 287,371 2,637,053 267,067 2,064,726 205,328 2,120,272
232,413 2,672,051 201,157 2,276,578 200,481 1,788,230 200,949 1,893,227
57,434 311,205 58,185 266,619 45,676 203,360 49,125 184,817
2,645 18,030 . 2,219 19,791 1,924 18,505 1,874 17,934
1,843 (1,843) 1,654 (1,654) 1,531 (1,531) 1,452 (1,452)
29,267 92,262 24,156 75,719 17,455 56,162 11,928 25,746
03 5,351 1,435 3,008 1,472 3.564 (1,952) 227
1,342 938 (320) (4,955) 963 (2,894) 27 (11,322)
27,862 87.973 23,041 77,606 15,020 55,492 13,853 36,841
4,183 601 17.920 715 2,297 7,152 (2,431) 4,384
— 2,354 — = e i = s
$ 32,045 86.220 $ 40,961 $ 78301 3 17317 § 02,644 § 11,422 $ 41,225
$ 42.81 § 38.80 $ 27.74 § 18.42
$ 43.11 $ 39.16 $ 31.32 $ 20.61
15.8% 16.0% 14.2% 10.0%
$286.61 $258.50 $231.34 $210.52
$ 15.00 $ 12.00 $ 1050 $ 10.00
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Corporate Profile

Great-West Lifeco Inc. was formed
during 1986 to hold securities of
The Great-West Life Assurance Company,
previously held primarily by The Investors
Group and two of its wholly-owned sub-
sidiaries. Great-West Lifeco acquired
those common shares, which numbered
in the aggregate 1,924,417, on June 12,
1986 in exchange for 66,976,680 common
shares of Great-West Lifeco and non-interest
bearing demand notes of $197,250,000.

At the same time, 10,000,000 common
shares of Great-West Lifeco were issued
to the public for cash and an exchange
offer was made to the minority share-
holders of Great-West Life resident in
Canada, of forty common shares of
Great-West Lifeco for each common share
of Great-West Life held. This resulted in
the exchange of 22,633 common shares
of Great-West Life for 905,320 common
shares of Great-West Lifeco.

The number of common shares of
Great-West Life now owned by the Corpora-
tion is 1,947,050 or 97.4% of the out-
standing common shares. The number
of common shares of Great-West Lifeco
issued and outstanding is 77,882,000.

Following a re-organization in
December, 1986, the shares of the Corpora-
tion previously held by The Investors
Group and its subsidiaries are now held
by Power Financial Corporation. The
66,976,680 common shares thus held
represent 86% of those outstanding,

The dividend policy of Great-West
Lifeco is to pay dividends on its common
shares equal to the aggregate amount of
cash dividends received by it from Great-West
Life on the common shares that it holds
of Great-West Life.

Since the 1,947,050 common shares
of Great-West Life owned by the Corpora-
tion represent 97.4% of those issued,

Management believes, in the interests
of disclosure, that it is necessary to con-
solidate the financial statements of Great-
West Life with those of the Corporation.
Thus the financial statements on the
following pages reflect the results of
Great-West Life as well as the after tax
investment income of approximately
$4 million earned on the non-interest
bearing demand notes. These notes were
repaid in December, 1986 and January,
1987. The statements have been prepared
to show actual results for the period
June 12, 1986 to December 31, 1986 and to
show what the Corporation’s earnings would
have been had it acquired its interest in
Great-West Life at the beginning of 1985.
The Board of Directors of Great-West
Lifeco consists of the same members as
the Board of Great-West Life and the
officers of Great-West Lifeco are also
officers of Great-West Life.
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Summary of Consolidated Operations

(in thousands of dollars except earnings per share)

1986 1985
(note 1b)
Income
Premium income $3,188,615 $2.319,703
Net investment income 1,212,842 1,001,464
Net realized and unrealized capital
gains on assets of segregated
investment funds (note 1g) 38,236 94,140
_4,439,693 _3.415.307
Benefits and expenses
Paid or credited to policyholders and
beneficiaries including policyholder
dividends and experience refunds 3,853,916 2,904,464
Commissions and operating expenses 411,347 368,639
Premium and other taxes 26,827 20,675
Income taxes — current 5,217 3414
— deferred 7,648 2,280
4,304,955 329472
Net income from operations 134,738 115,835
Other items (note 7) (10,677) 4,784
Net income before minority and other interests $ 124,061 § 120,619
Minority and other interests of
The Great-West Life Assurance Company
Participating policyholders 13,044 32,045
Preferred shareholder dividends 11,550 2,354
Minority interest (note 2) 1,466 =
$ 26,060 § 34,399
Net income before the following item $ 98,001 § 86,220
Pre-acquisition net income 44,784
Net income $ 53217
Earnings per share
Net income from operations $0.707
Net income $0.683
Pro-forma earnings per share (note Ic)
Net income from operations $1.310 $1.070
Net income $1.258 $1.077
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Consolidated Statement of Surplus
for the period ended December 31, 1986 (in thousands of dollars)

Balance, commencement of operations $ 20
Net income 53,217
Share issue expenses, net of income taxes

of $4,870 (4,182)
Dividends (17,523)

Balance, December 31, 1986 $ 31,532
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Consolidated Balance Sheet
December 31, 1986 (in thousands of dollars)

Assets 1986 1985
(ncte 1b)

Bonds (note 1d) $3,868,170 $ 2,904,374
Mortgages and sale agreements (note 1d) 5,917,062 4,833,997
Stocks (note le) 146,535 262,654
Real estate (note 1f) 757,369 701,410
Loans to policyholders 354,272 318,910
Cash and certificates of deposit 122,280 114,424
Premiums in course of collection 117,698 72,592
Interest due and accrued 168,851 148,299
Segregated investment funds (note 1g) 1,546,832 1,342,539
Other assets 90,467 101,823
$13,089,536 $10,801,022

Approved by the Board
/Mm AP K 2inasca g4

Director Director
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Liabilities 1986 1985
(note 1b)
Policy benefit liabilities
Policy reserves (note 1i) $ 8,804,533 $ 6,973,391
Segregated investment funds 1,546,832 1,342,539
Provision for claims 498,260 443 088
Provision for 1987 policyholders’
dividends 85,218 70,660
Provision for experience rating refunds 84,886 75,833
11,079,729 8,906,411
Policyholders’ funds 421,772 392,935
Mortgages on real estate 191,312 273,818
Income taxes payable 8,874 5,836
Deferred income taxes (note 1h) 19,430 16,832
Demand notes payable to parent company (note 3) 122,250 —
Other liabilities 147,379 150,686
Minority and other interests (note 4) 511,079 481,283
Capital stock and surplus (note 6)
Capital stock (note 5) 556,179 2,000
Surplus 31,532 571,221
587,711 575,221
$13,089,536 $10,801,022
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Consolidated Statement of Changes in Financial Position

(in thousands of dollars)

1986(1) 1985
(note 1b)
Operations
Net income before minority
and other interests $ 124,061 § 120,619
Non-cash charges
[ncrease in policy benefit liabilities 1,981,094 1,315,318
Increase in policyholders’ funds 22,609 26,975
Deferred income taxes 2,522 4,958
Currency revaluation (17,452) =
Other (180,145) 51.061
1,932,689 1,518,931
Financing Activities
Issue of common shares 206,250 Ee
Issue of preferred shares — 150.000
Demand notes paid (75,000) -
Issue expenses paid (9,052) (3.311)
Dividends paid (47,550) (32.354)
74,648 114,335
Investment Activities
Bond sales and maturities 2,089,929 2,130,973
Mortgages and sale agreements repayments 343,761 205,316
Stock sales 282.416 265,912
Real estate sales 109,330 43,176
Policy loan repayments 36,404 21,902
Investment in bonds (3,006,969) (2,377,252)
Investment in mortgages and sale agreements (1,404,487) (1,471,437)
Investment in stocks (96,792) (130,017)
Investment in real estate (90,518) (75,290)
Policy loan advances (63,364) (17.970)
Increase in segregated investment funds (201,426) (205,776)
(2,001,716) (1,611,063)
Increase in cash and certificates of deposit 5,621 22,203
Cash and certificates of deposit
beginning of year 116,659 92,221
Cash and certificates of deposit
end of year $ 122,280 § 114424

(1) The amounts shown reflect a revaluation of opening United States dollar Balance Sheet items at $1.25 rather than the December 31, 1985 book

rate of $1.20.

3
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Notes to 1986 Consolidated Financial Statements

1. Summary of Significant
Accounting Practices
(a) The financial statements of Great-West

Lifeco Inc. are presented on a consoli-
dated basis and include the accounts
of its subsidiary company, The
Great-West Life Assurance Company
and its wholly-owned subsidiary
companies. The accounting principles
used are those of The Great-West

Life Assurance Company as prescribed
or permitted by the Department of
Insurance of Canada for the purpose
of reporting to policyholders and
shareholders.

(b) The Summary of Consolidated

(c)

Operations and Consolidated State-
ment of Changes in Financial Position
for 1986 include the full year results
of The Great-West Life Assurance
Company with net income reduced by
pre-acquisition net income. The
comparative figures for 1985 are

those of The Great-West Life Assurance
Company reclassified to conform

with the consolidated financial
statements of Great-West Lifeco Inc.

The pro-forma earnings per share

as set out in the Consolidated State-
ment of Operations are calculated

in 1986 based on 77,882,000 common
shares and are presented to show what
Great-West Lifeco’s earnings in 1986
and 1985 would have been if Great-West
Lifeco had acquired The Great-West
Life Assurance Company at the beginning
of 1985.

(d) Investments in bonds, mortgages

and sale agreements (debt securities)
are basically carried at amortized cost
with the securities of the life account
adjusted by the unamortized balance
of losses or gains on sales of securities.
The difference between the proceeds
on the sale of a debt security and its

amortized cost is considered to be an
adjustment of future portfolio yield,
and is deferred and amortized over
the period to maturity of the security
sold. The unamortized balances at
December 31, 1986 are $55,361,000
of net gains for bonds ($7,101,000 in
1985) and $474,000 of net gains for
mortgages ($320,000 in 1985).

Bonds, mortgages and sale agreements
have a market value of $10,316,420,000
($7,813,543,000 in 1985). In most
instances, the carrying value of debt
securities will be realized since they
will be held to maturity to discharge
policy contract liabilities maturing

at the same time.

(e) Investments in stocks (equity securities)

in the life account are carried at cost
less an adjustment which consists of
realized gains and losses as well as a
market value adjustment which is a
portion of the difference between
adjusted book value and year-end
market value of all equity securities.
The adjustment at December 31, 1986
amounted to $144,343,000 ($128,661,000
in 1985). Equity investments in
respect of the accident and health
business are carried at cost.

Equity securities have a market
value of $426,250,000 (§541,233,000
in 1985).

Investments in real estate at
December 31, 1986 are carried at a
written-down cost of $800,898,000
(8739,779,000 in 1985) less accumu-
lated depreciation of $40,826,000
(838,369,000 in 1985) and less an
adjustment which consists of realized
gains and losses as well as a market
value adjustment which is a portion
of the difference between adjusted
book value and market value of all
real estate holdings. The adjustment

:

at December 31, 1986 amounted to
$2,703,000.

Effective January 1, 1986, The
Great-West Life Assurance Company
adopted a revised basis of accounting
for investments in real estate. On the
revised basis, realized and unrealized
gains and losses in real estate proper-
ties are amortized to income at 10%
per annum with no further regular
depreciation charges. Depreciation
charges will continue on leasehold
improvements made to real estate
properties. The change in basis has
resulted in an increase in 1986 net
income of $2,596,000, net of income
taxes.

The market value of the real estate
portfolio has been calculated at
$817,665,000 ($808,338,000 in 1985).

(g) Investments held for segregated

investment funds are carried at market
value. Net realized and unrealized
capital gains on segregated invest-
ment funds were $38,236,000 in 1986
($94,140,000 in 1985). Such capital
gains to the funds are reflected in the
increase in policy reserves and do not
affect net income of the Company.

(h) Income taxes of The Great-West Life

Assurance Company are calculated
using the deferred-tax method on a
present value basis.

Policy reserves represent the amount
which, in the judgement of the Valua-
tion Actuary of The Great-West Life
Assurance Company, is required, together
with future premiums and investment
income, to provide for future policy
benefits, administrative expenses and
taxes on insurance and annuity policies
and are calculated using assumptions
considered to be appropriate to the
policies in force. Policyholder dividends
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(except for the small portion derived
from investment earnings on surplus)
are included in future policy benefits
at the current scale of policyholder
dividends. The Valuation Actuary,

in setting the valuation assumptions,
has assumed that policyholder dividends
will be changed from the current
scale to reflect any differing operating
experience of the participating account
in future years. Also, asset values and

2. Acquisition of The Great-West
Life Assurance Company
Great-West Lifeco Inc. was acquired by
The Investors Group at the initiative of
Power Financial Corporation for the
purpose of holding securities of The
Great-West Life Assurance Company.
Pursuant to an agreement dated
June 12, 1986 among The Investors
Group, Investors Securities Manage-
ment Ltd., Investors Syndicate Realty
Limited and Great-West Lifeco Inc.,

3.Demand Notes Payable to Parent
Company
The non-interest bearing demand notes

of $122,250,000 are the remaining balance

payable as a result of the acquisition of

4.Minority and Other Interests in
The Great-West Life Assurance
Company

(i) participating policyholders’ share of undistributed surplus

(i) preferred shareholders Series A

(iii) minority interests in common shares

projected maturities of assets and
liabilities are continuously monitored
and appropriately considered in the
determination of policy reserves.
Policy reserves recognize the
deferral of certain costs of acquiring
policies. The amount of unamortized
deferred acquisition costs deducted
in arriving at the policy reserves was
$295,946,000 at December 31, 1986
($229,138,000 at December 31, 1985).

Great-West Lifeco Inc. acquired 1,924,417
common shares of The Great-West Life
Assurance Company in exchange for
the issue of 66,976,680 common shares
of the Company having a stated capital
of $331,257,000, and non-interest
bearing demand notes of $197,250,000.
Under an underwriting agreement
dated June 12, 1986, 10,000,000 common
shares of the Company were issued for

the common shares of The Great-West
Life Assurance Company. The notes have
been paid in full in January, 1987.

1986
(000)
$344,327
150,000
16,752

$511,079

L EEE0 N G

cash. In addition an exchange offer

was made to the minority shareholders,
resident in Canada, of The Great-West
Life Assurance Company which resulted in
the exchange of 22,633 shares of The
Great-West Life Assurance Company for
905,320 common shares of the Company.
This brings the equity investment of
Great-West Lifeco Inc. in The Great-West
Life Assurance Company to 97.4% .
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5.Capital Stock
Common Shares
Stated
Number Value
(000)
Authorized — unlimited
Issued —
Balance beginning of period — § —
Issued for common shares of
The Great-West Life Assurance Company 66,976,680 331,257
Issued for cash 10,000,000 206,250
Exchanged for shares of
The Great-West Life Assurance Company 905,320 18,672
Balance end of period 77,882,000 $556,179
6.Surplus
The Company’s total interest in the
common capital and surplus of The
Great-West Life Assurance Company is
$615,968,000. Of this amount $356,875,000
is appropriated to cover various con-
tingencies as required by the Department
of Insurance of Canada.
7.0ther Items
Other items, net of income taxes includes
the results of:
1986 1985
(000) (000)
Net realized gains on sale of assets $ 11,741 $ 12,303
Net write-down of assets (28,397) (12,620)
Gain due to change in book rates of exchange 11,544 -
Release of insurance guarantee
association assessments 956 918
Subtotal $@as56). & 0l
Participating policyholders (6,521) 4,183
Total $(10,677) § 4,784

ﬁ
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8.United States Dollar Transactions
Effective January 1, 1986 United States
currency items are translated at a book
rate of $1.25 in Canadian dollars com-
pared to $1.20 for 1985. A gain in 1986 of
$17,452,000 resulted from the change

in the book rates of exchange. It is the

9.Related Party Transactions
Transactions with related parties consist
mainly of the provision of insurance
benefits to other companies within the
Power Corporation of Canada group of

10.Company’s Effective Income Tax Rate

The Company’s effective income tax
rate is made up as follows:

Combined basic Canadian federal and
provincial tax rate
Increase (Decrease) in the income tax
rate resulting from:
Adjustment of deferred taxes to
a present value basis
Tax exempt dividends on stocks
Tax exempt portion of capital gains
Lower effective tax rates on income
not subject to tax in Canada
Miscellaneous

Effective income tax rate

11.Contingent Liabilities

The Great-West Life Assurance Company
has entered into 4 number of joint ventures
and partnerships and has equity positions
in a number of real estate development
corporations which have not been con-
solidated in its financial results. The

intention of The Great-West Life Assurance
Company to alter this rate whenever

it is evident that currency rates have
changed significantly and in the opinion
of Management the rate will not be
reversed in the near term.

companies. In all cases, such transactions
are made in the normal course of business
and at competitive prices.

_1986 _1985
51.0% 51.3%
(31.0) (34.1)
(2.0) (2.3)
(2.6) 2.9)
(6.7) (4.8)
b s )
L TR

contingent liability opposite these
participations is $114,478,000 (8185,100,000
in 1985) and this amount is supported

by the underlying value of the assets of
the various entities.

LLEE G0 BN C
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We have examined the consolidated
balance sheet of Great-West Lifeco Inc.

as at December 31, 1986, the summary

of consolidated operations and the
consolidated statement of surplus for the
period from June 12, 1986 to December 31,
1986, and the consolidated statement

of changes in financial position for

the year ended December 31, 1986. Our
examination was made in accordance with

Auditors’

To the Shareholders,
Great-West Lifeco Inc.

generally accepted auditing standards,
and accordingly included such tests
and other procedures as we considered
necessary in the circumstances.

In our opinion, these financial
statements present fairly the financial
position of the Company as at December 31,
1986 and the results of its operations and
the changes in its financial position for
the periods then ended in accordance with

e B bl

Chartered Accountants

Winnipeg, Manitoba
February 4, 1987

Report

the accounting practices described in

Note 1 to the financial statements applied,
except for the change in the method of
accounting for investments in real estate
as described in Note 1(f) to the financial
statements, on a basis consistent with
those applied by The Great-West Life
Assurance Company in the preceding vear.
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Canadian
Offices

Individual

BRITISH COLUMBIA
Burnaby

275 Sperling Plaza ll
6450 Roberts St.
Burnaby, B.C. V5G 4E1

Kamloops
#300-153 Seymour St,
Kamloops, B.C. V2C 2C7

Kelowna

Suite #113-565 Bernard Ave.
Town Centre Mall

Kelowna, B.C. V1Y 8R4

Prince George
Suite 101-1575-5th Ave,
Prince George, B.C. V2L 3L9

Terrace
4648 Lakelse Avenue
Terrace, B.C. VBG 1R2

Vancouver

Suite 1500

Board of Trade Building
1177 West Hastings St.
Vancouver, B.C. VGE 3Y9

Vancouver Isfand
Suite 410

910 Government St,
Victoria, B.C. VBW 1X3

ALBERTA

Calgary

Suite 200

2924-11th Street N.E.

Calgary, Alberta

T2E 7V7

Edmonton

Suite 600, Canadian
Commercial Bank Tower

10104-103 Avenue

Edmonton, Alberta T5J 0H8

Grande Prairie

2nd Floor, Financial Building
10124-101 Avenue

Grande Prairie, Alberta

T8V OY2

Lethbridge

1003-4th Avenue South
Lethbridge, Alberta T1J OP7

Red Deer

303 South Hill Towers
4406 Gaetz Avenue

Red Deer, Alberta TAN 3Z6

SASKATCHEWAN

Regina

2275 Albert Street

Regina, Saskatchewan S4P 2V5

Saskatoon

605-230-22nd Street East
Saskatoon, Saskatchewan
S7TK OE9

Swift Current

9-1080-5th Avenue N.E.
Hillside Plaza

Swift Current, Saskatchewan
S9H 4M7

MANITOBA

Brandon

#400 Royal Bank Bldg.

740 Rosser Avenue

Brandon, Manitoba R7A OK9
Winnipeg

100 Osborne Street North
Winnipeg, Manitoba R3C 3A5

ONTARIO

Belleville

2nd Level, Century Place
199 Front Street

Belleville, Ontario KBN 5H5

Cobourg

258 Division Street
Cobourg, Ontario
KOA 4W5

Cornwall
12A Second Street West
Cornwall, Ontario K6J 1G2

Hamilton

9th Floor-155 James Street S.
Hamilton, Ontario L8P 3A4
Kingston

Howard Maitland Building
Suite 201-780 Midland Drive
Kingston, Ontario K7M 7P8&

Kitchener
Suite 202-7 Duke Street W.
Kitchener, Ontario N2H BN7

London

200 Queens Avenue

Londen, Ontario N6A 1J3
Mississauga

#400-89 Queensway West
Mississauga, Ontario LB 2V2

Oshawa
Suite 520-2 Simcoe Street
Oshawa, Ontario L1H 8C1

Ottawa
Suite 302-1545 Carling Avenue
Ottawa, Ontario K1Z 8P3

Peterborough
200A-277 George Street N,
Peterborough, Ontario K3J 3G9

Thunder Bay

202-215 Red River Road
Arthur Square

Thunder Bay, Ontario P7B 1A5
Toronto

#900-200 Consumer Road
Willowdale, Ontario M2J 4R4

Windsor
Suite 300-880 Ouellette Ave.
Windsor, Ontario NSA 1C7

QUEBEC
Chicoutimi
Suite 106-1299
des Champs Elysee
Chicoutimi, Quebec G7H 6P3

Hull
15 Gamline Boul.
Hull, Quebec J8Y 1V4

Montreal

Eastern Canada Marketing
25 Edison, Floor “E"

Place Bonaventure
Mentreal, Quebec

H5A 1B7

Place d’Armes

1860 Banque Canadienne
Nationale Building

500 Place d'Armes

Maontreal, Quebec H2Y 2W2

Bonaventure Westmount
46 Eiffel, Floor “E”

Place Bonaventure
Montreal, Quebec H5A 187

Regional Brokerage Office
54 Eiffel, Floor “E"

Place Bonaventure
Moantreal, Quebec H5A 1B8

Employee Benefits Office

Agency & Brokerage —

Small Groups

54 Eiffel, Floor “E”

Place Bonaventure

Montreal, Quebec H5A 1B8

Quebec

Suite 300-5075 boul.
Wilfrid-Hamel

Quebec, Quebec G2E 5G3

Sherbrooke

Suite 206

2313 King Street W.

Sherbrooke, Quebec J1J 2G2

Ste-Foy

Suite 1050, 2590 boul. Laurier

Ste-Foy, Quebec G1V 4M6

St. Jean

Suite 121

921 Boulevard du Seminaire
St, Jean, Quebec J3A 1B
Trois Rivieres

Suite 201, 1410 Cypres
Trois Rivieres, Quebec

GBY 453

NEW BRUNSWICK

Saint John

4th Floor

Bank of Canada Building
75 Prince William St.

Saint John, New Brunswick
E2L 2B2

NOVA SCOTIA

Halifax

Suite 1010, 1809 Barrington St.
Halifax, Nova Scotia B3J 3K8

NEWFOUNDLAND

St. John’s

4th Floor, Beothuck Bldg.
Crosbie Place

St. John’s, Newfoundland
A1B 3Y8

Group

BRITISH COLUMBIA
Vancouver

Suite 1510

1177 West Hastings St.
Vancouver, British Columbia
VBE 3Y9

ALBERTA

Calgary

Suite 720, 101-6th Avenue S.W.

Calgary, Alberta T2P 3P4

Edmonton

Suite 610

Canadian Commercial
Bank Tower

10104-103 Avenue

Edmonton, Alberta T5J OH8

SASKATCHEWAN
Regina

Main Floor

2275 Albert Street
Regina, Saskatchewan
S4P 2V5

Saskatoon

607-230-22nd Street E.
Saskatoon, Saskatchewan
S7K OE9

MANITOBA

Winnipeg

100 Osborne Street North
Winnipeg, Manitoba R3C 3A5

ONTARIO

Hamilton

Suite 725, 25 Main Street West
Hamilton, Ontario L8P 1H1

London
Suite 511-200 Queens Ave.
London, Ontario N6A 1J3

Ottawa

Suite 840-Churchill Office Park
1600 Carling Avenue

Ottawa, Ontario K1Z 8R7

Toronto

14th Floor

200 King Street W.
Toronto, OntarioM5H 374

QUEBEC

Montreal

#4125-0One Place Ville Marie
Montreal, Quebec H3B 3P9

Quebec

Suite 300-5075 boul.
Wilfrid-Hamel

Quebec, Quebec G2E 5G3

NOVA SCOTIA

Halifax

Suite 1304

1809 Barrington St.

Bank of Commerce Bldg.
Halifax, Nova Scotia B3J 3K8

NEWFOUNDLAND

St. John's

167 Kenmount Road

St. John’s, Newfoundland
A1B3P9

Benefit Payment

Vancouver

202-3077 Granville Street
Vancouver, British Calumbia
VEH 3J9

Edmonton

8th Flaor

10104-103 Avenue
Edmonton, Alberta T5J 0H8
Winnipeg

60 Osborne Street North
Winnipeg, Manitoba

R3C 3A5

100 Osborne Street North
Winnipeg, Manitoba

R3C 3A5

Toronto

Suite 400, 365 Bloor Street East
Toronto, Ontario M4N 314

Ottawa

Suite 219, Bleeker Mall
1400 Clyde Avenue
Ottawa, Ontario K2G 3J2

Montreal

18 Dolbeau, Floor “D”
Place Bonaventure
Montreal, Quebec
H5A 1B9

Halifax

Suite 1306

1809 Barrington St.

Halifax, Nova Scotia B3J 3K8

Sydney
Suite 503-56 Inglis St.
Sydney, Nova Scotia B1P 1W7

St. John's

167 Kenmount Road,

St. John’s, Newfoundland
A1B 4A2

Mortgage

Vancouver

Suite 2413, Three Bentall Centre
595 Burrard Street

Vancouver, British Columbia
V7X 1G4

Calgary

Suite 1110, 530-8th Avenue S.W.
Calgary, Alberta T2P 358

Edmonton

Toronto Dominion Tower
Suite 2337

Edmonton Centre

Edmonton, Alberta T5J 221
Winnipeg

1400 Bank of Montreal Bldg.
330 Portage Avenue
Winnipeg, Manitoba R3C 0C4

Toronto

1400 Merrill Lynch Tower
200 King Street W.
Toronto, Ontario M5H 3T4

Montreal

27 Edison, Floor “E”

Place Bonaventure
Montreal, Quebec H5A 1B8

Real Estate

Vancouver

Suite 2493

Three Bentall Centre

595 Burrard Street
Vancouver, British Columbia
V7X 1K8

Calgary

Suite 1110

530-8th Avenue S.W.
Calgary, Alberta T2P 358
Winnipeg

Suite 1400

330 Portage Avenue
Winnipeg, Manitoba R3C 0C4
Toronto

1400 Merrill Lynch Tower
200 King Street W.
Toronto, Ontario M5H 374

Montreal

Suite 1202

1010 Sherbrooke Street West
Montreal, Quebec H3A 2R7



United _Statés
Offices

Individual

ARIZONA

Phoenix

Suite 740, United Plaza
3300 North Central Avenue
Phoenix, AZ 85012

CALIFORNIA

Fresno

Suite 132-5150 North Sixth
Fresno, CA93710

Los Angeles
660-3699 Wilshire Blvd.
Los Angeles, CA 90010

San Francisco

Suite 321

101 Larkspur Landing Circle
Larkspur, CA 94939

Suite 1200

160 Spear Street

San Francisco, CA 94105

COLORADO
Denver

Suite 2800

1775 Sherman
Denver, CO 80203

CONNECTICUT
Hartford

Suite 225

100 Constitution Plaza
Hartford, CT 06103

FLORIDA

Fort Lauderdale

119-4700 North State Road 7
Fort Lauderdale, FL 23319

GEORGIA

Atlanta

Suite 208

One Piedmont Center
Atlanta, GA 30305

ILLINOIS

Chicago

Suite 2160

LaSalle Bank Building
135 South LaSalle Street
Chicago, IL 60603

INDIANA

Indianapolis

700-8900 Keystone Crossing
Indianapolis, IN 46240

KANSAS

Kansas City

Suite 390

Building 24, Corporate Woods
10890 Benson

Overland Park, KS 66210

LOUISIANA

New Orleans

510-3330 W. Esplanade Ave. S.
Metairie, LA 70002

MARYLAND
Baltimore

Suite 304

555 Fairmount Ave.
Towson, MD 21204

MASSACHUSETTS
Boston

One Liberty Square
4th Floor

Boston, MA 02109

MICHIGAN

Detroit

Suite 670

4000 Town Center
Southfield, MI 48075
Grand Rapids

Suite 2000

Campau Square Building
180 Meonroe N.W.

Grand Rapids, MI 49503

MINNESOTA
Minneapolis

Suite 100

7101 Metro Boulevard
Minneapolis, MN 55435

MISSOURI

St. Louis

1608-7777 Bonhomme Avenue
Clayton, MO 63105

NEW MEXICO
Albuquerque

San Mateo Corparate Centre
First Floor

4300 San Mateo Blvd. N.E.
Albuguerque, NM 87110

NORTH DAKOTA
Fargo

Suite 100, Butler Building
1351 Page Drive

Fargo, ND 58103

NEW JERSEY
Cranford

3rd Floor

14 Commerce Drive
Cranford, NJ 07016

OHIO

Akron

Suite 510-1655 West Market St.
Akron, OH 44313

Cincinnati

Suite 395, 120 East 4th Street
Cincinnati, OH 45202

Columbus
Suite 570, 700 Ackerman Road
Columbus, OH 43202

OREGON

Portland

Suite 200, Macadam Center
5125 S5.W. Macadam Avenue
Portland, OR 97201

PENNSYLVANIA
Philadelphia

310-1900 Market Street
Philadelphia, PA 19103
Pittsburgh

428 Boulevard of the Allies
Pittsburgh, PA 15219

SOUTH CAROLINA
Columbia

Suite 236, Santee Building
100 Executive Center Drive
Columbia, SC 29210

TENNESSEE
Nashville

Suite 314

28 White Bridge Road
Nashville, TN 37205

TEXAS

Dallas

Suite 950

7557 Rambler Road
Dallas, TX 75231

Houston
Suite 1710, 24 Greenway Plaza
Houston, TX 77046

San Antonio

Suite 100

4606 Centerview Drive
San Antonio, TX 78228

WASHINGTON
Seattle

Suite 105

3005-112th Avenue N.E.
Bellevue, WA 98004

WISCONSIN

Milwaukee

Suite 545, Commerce Centre
744 N, 4th Street

Milwaukee, WI 53203

WASHINGTON, D.C.
406-5904 Richmond Highway
Alexandria, VA 22303

Group

ARIZONA

Phoenix

Suite 740

United Bank Tower
3300 N. Central Avenue
Phoenix, AZ 85012

CALIFORNIA

Los Angeles

660-3699 Wilshire Blvd,
Los Angeles, CA 90010
San Francisco

8th Flaor

600 Montgomery Street
San Francisco, CA 94111
Santa Ana

Suite 200

2000 East 4th Street
Santa Ana, CA 92705

COLORADO

Denver

2900-1775 Sherman Street
Denver, CO 80203

FLORIDA

Fort Lauderdale
522-800 Corporate Drive
Fort Lauderdale, FL 33334
Tampa

Suite 2100

Barnett Plaza

101 E. Kennedy Blvd.
Tampa, FL 33602
GEORGIA

Atlanta

Suite 630

Building 400

1000 Abernathy Road
Atlanta, GA 30328

ILLINOIS

Chicago

370-9701 West Higgins Road
Rosemont, IL 60018

INDIANA

Indianapolis

700-8900 Keystone Crossing
Indianapolis, IN 46240

MARYLAND
Baltimore

Suite 308

16 East Lombard Street
Baltimore, MD 21202

i3

MASSACHUSETTS
Boston

4th Floor, #1 Liberty Square
Boston, MA 02109

MICHIGAN

Detroit

2100-100 Renaissance Center
Detroit, Ml 48243

Grand Rapids
205-2959 Lucerne S.E.
Grand Rapids, M| 49506

MINNESOTA
Minneapolis
160-7101 Metro Blvd.
Edina, MN 55435

MISSOURI

St. Louis

Suite 1610

7777 Bonhomme Avenue
Clayton, MO 63105

NEW JERSEY

Parsippany

Parsippany Corporate Center
10 Sylvan Way

Parsippany, NJ 07054

OHIO

Cleveland

316-3601 Green Road
Beachwood, OH 44122-5703

Columbus
1379 Dublin Road
Columbus, OH 43215

Cincinnati
560-120 East Fourth Street
Cincinnati, OH 45202

OKLAHOMA

Tulsa

Suite 715

5310 East 31st Street
Tulsa, OK 74135

OREGON

Portland

Suite 830

1600 S.W. Fourth Avenue
Portland, OR 97201

PENNSYLVANIA

Philadelphia

Suite 104

Two Glenhardie
Corporate Center

1285 Drummers Lane

Wayne, PA 19087

TEXAS

Dallas

Suite 1100

7557 Rambler Road
Dallas, TX 75231

Houston

Suite 1525

3000 Post Qak Blvd.
Houston, TX 77056-6577

VIRGINIA

Richmond

Suite 205, 1500 Forest Avenue
Richmond, VA 23288

WASHINGTON

Seattle

Corporate Campus East
Suite 200

3005-112th Avenue N.E.
Bellevue, WA 98009
WASHINGTON, D.C.
Suite 370

2445 M. Street N.W.
Washington, DC 20037

Benefit Payment

Atlanta

Suite 2295 Tower Placa
3340 Peachtree Road M.E.
Atlanta, GA 30326

Chicago

Suite 500

230 West Monroe Street
Chicago, IL 60606

Columbus
1377 Dublin Road
Calumbus, OH 43215

Dallas
Suite 296-7557 Rambler Road
Dallas, TX 75231

Denver

Suite 2900

7400 E. Orchard Road
Englewood, CO 80111

Detroit

Suite 2166

100 Renaissance Centre
Detroit, M| 48243

Los Angeles
225W. Broadway
Glendale, CA 91209

Minneapolis

Suite 170

7101 Metro Blvd.
Minneapolis, MN 55435

Philadelphia

Suite 135

1300 Virginia Drive

Fort Washingtan, PA 18034

Portland

Suite 160

1800 S.W. 1st Avenue
Harrison Square Bldg.
Portland, OR 97201

St. Louis
910-7777 Bonhomme Avenue
Clayton, MO 63105

San Francisco
830-333 Market Street
San Francisco, CA 94105

Seattle

Corporate Campus East
Suite 210

3005-112th Avenue N.E.
Bellevue, WA 98004

Real Estate

Chicago

Suite 132

1100 Jorie Bivd.
Oak Brook, IL 60521

Dallas

Suite 122

12606 Greenville Avenue
Dallas, TX 75243

Denver

Suite 315

8525 E. Orchard Road
Englewood, CO 80111

The Company is represented
by mortgage correspondents
in its major operational
regions in the United States.
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