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Insurance modernization

Who does it impact?

Insurance modernization will impact nearly
every stakeholder within your organization.

These stakeholders may have:

 Varying levels of understanding about the
modernization’s impacts;

* Differing priorities, depending on the people,
process and technology issues they deal with
personally;

* Considerable responsibilities during one or
more phases of the transformation towards
modernization.

Consequently, providing them an understanding
of all real and potential issues is imperative. All
stakeholders will need to understand the ways
in which they will be impacted and the various
internal functions and individuals with whom
they should interact.

In addition, providing each stakeholder with an
appreciation of the wide ranging impacts across
the organization and how other stakeholders are
likely to be impacted will aid implementation
teams to develop plans that are holistic and
inclusive.

Establishing a governance structure early

on is critical for engaging and motivating
stakeholders. We suggest a governance model
that includes a project sponsor to lead efforts,
a steering committee and core working team,
a project management office and supporting
subject matter specialists.
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| Chief Actuary/Actuarial

Existing pressures
Other Disclosures
= Voluntary enhancements
(e.g., enhanced quarterly

Process Improvement
+ Rationalization and standardization
of processes

reporting) s ' »
- Evolution of new enhanced : ea |gnment.o actuanla r_esofurcesI
disclosures rom production to analysis of results

Other Process

i Improvement
Quality of Output Disclosures P

» Controls and deliverables

= Making sure that process Key Metrics

» Readiness to produce

is efficient |
+ Ensuring input fed up from emerging new, more c_omplex
BU is well understood Quality of value and capital metrics

Output + Alignment of messages
across metrics

Actuarial Models
« Evaluation of readiness of
existing models and platforms

Reporti
Effectiveness of models to eporting

.

« Shift f locked-in t
produce metrics in time and Actuarial curlrenrto \ZISZ reepcl)?ti:g
with sufficient governance Reporting for GAAP and STAT

and controls Models
Documentation and validation
of models to satisfy internal
audit, risk and regulatory
requirements

+ Management's demands
for internal value metrics
(e.g., EV, MCEV)

Enhanced Risk and
Enhanced Timelines Timelines Capital

= Accelerated calculation and

reporting of financial and capital

positions across group enhanced risk disclosures
» Need to ensure that values produced + Emergence of group-wide

are consistent and explainable capital metrics

across various metrics

Risk and Capital
* Increasing need for
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| Chief Actuary/Actuarial

* Many companies will need to build
the actuarial function’s operating
model, skill sets and activities, as
well as replace legacy valuation
and measurement systems in order
to make the function more efficient
and relevant to the business overall
and to respond to future changes
more effectively.

¢ Behavioral simulation and

lifecycle studies will make
actuarial functions relevant beyond
traditional pricing and valuation.

Many current risk management
and actuarial configurations have
a number of redundant functions
that companies will need to
inventory and reconcile.

There are many time-consuming
manual processes that limit
actuaries’ time on value-adding
analysis, as well as increase the risk
of error.

* To promote a streamlined and

efficient approach, the finance,
risk and actuarial functions
should align their plans for
modernizing actuarial systems.

Insurance modernization will affect

source and reporting systems used
in actuarial reporting and actuarial
systems themselves. Specifically,
the ability to 1) look up and
validate data elements within any
source system, 2) monitor the
many product types that generate
data within each system (and
related impacts on extracts), and
3) feed reporting, disclosure and
management information metrics
to reporting systems will need

to change in response to new
regulatory requirements.

Rich de Haan
+1 646 471 6491

richard.dehaan@us.pwc.com

Marc Oberholtzer
+1 267 330 2451

marc.oberholtzer@us.pwc.com

Do we fully understand how
modernization will impact our
people, process and technology?

Do we have a plan for insurance
modernization that fully reflects
the increasing demands that will be
placed on the actuarial function?

e How can we educate the Board

and key stakeholders about the
changes we need to make because
of existing pressures and/or future
regulatory requirements?

Are we currently working closely
enough with IT?

Louis Lombardi
+1 860 241 7400
louis.lombardi@us.pwc.com

David Scheinerman
+1 860 241 7129

david.c.scheinerman@us.pwc.com

Are we aligned with finance and
risk?

What is our future state vision
of our processes and technology
architecture?

* How can we create/develop metrics

that drive the right behaviors
(e.g., better processes, dealing with
customers, etc.)?

* Are our existing actuarial systems

and technology capable of meeting
the requirements of emerging
metrics?

Michael Lockerman
+1 646 471 2179
michael.lockerman@us.pwc.com

Dan Thomas
+1 646 471 5746
edward.d.thomas@us.pwc.com



| Chief Financial Officer/Finance

Existing pressures

Investors Strategic Growth

* Increased transparency « Strategic growth through transactions
 Sophisticated investors * International expansion

« Significant influence » Product/service extensions

* Increased litigation » New business models

Strategic
Growth

Change Management

» Competitive talent market

« Increased accounting
complexity Change

+ Evolving roles and Management
requirements

» Need for more sustainable
change capabilities

Sustained Performance

» Need for enhanced performance
insight

 Accurate, forward looking
plans/metrics

» Competitive insight

Ch |ef + Geo-political, environmental,

community impacts

Sustained
Performance

Financial

Officer

Efficient Operations
» Optimized back-office structure
Efficient - Standardized process
Operations and data
» Outsourcing/Shared
Service options
 Leveraging technology
spend and ERP
» New operating models for
Run Rate Finance Business Architecture
defined and disseminated

Financing
» Access to capital markets
 Leveraging available debt
» Working capital/cash
management
* Realizing trapped
segment value

Regulatory
Compliance

Run Rate
Regulatory Compliance + Negative market events
» Increased regulation and reporting - Operating cost increases
+ Changing accounting standards - Declining business climate
(IASB, FASB, PBR) + Changing business models

= High cost compliance requirements
» Executive accountability

Home 0



| Chief Financial Officer/Finance

Key impacts

* Insurers will need to fully
understand the various new
reporting requirements and what
is likely to be a different style of
financial reporting. At the outset,
this can include the proposed
insurance contract standard from

both the FASB and IASB and PBR, as

well as numerous other regulatory
requirements. These changes may
require new measurement models
and disclosures, general ledger
re-mapping, presentations of
financial results, and finally
conversion plans.

* Financial reporting measurement,
presentation and disclosure will
all be impacted. There may be

changes to management discussions

and analysis, financial statement
and note disclosures, balance
roll-forwards, earnings volatility,
revenue patterns and potential
discount rate mismatches between
assets and liabilities.

* Within the current reporting
process, certain tools, calculators
and spreadsheets may need to
be enhanced or replaced. Ad hoc
querying tools must provide quick
access to transaction level data to
facilitate analysis and disclosure
support.

* Increased volatility in financial
results will impact reported

earnings and capital requirements.

O Home

It may be necessary to adjust
existing or develop new KPIs and
management information.

e There will need to be a foundation

for a new business architecture that
will drive structural changes.

Planning processes and models will
need to change in order to identify
performance drivers and align them
with new performance metrics and
management reporting.

Businesses will need education
to fully understand new financial
dynamics.

The timing and sequencing of the
close process will have to be re-
considered and re-designed as data
sources and account ownership
changes.

The general ledger must be
modified to provide additional data
and revised presentation of results.
In addition, source systems must
be modified to provide revised data
requirements and interfaces must
be adjusted to properly channel

the required data into the financial
system environment.

Management needs to ensure
there are adequate controls over
any spreadsheets and manual
processes to help minimize the risk
of restatement.

What should I be discussing with my team?

Do we fully understand how
modernization will impact our
people, process and technology?

Do we have a plan for insurance
modernization?

How can we educate the Board and
key stakeholders about the changes
we need to make because of existing
pressures and/or future regulatory
requirements?

Are we currently working closely
enough with IT?

Are we aligned with actuarial?

What is our future state vision of
processes and finance business
architecture?

Denise Cutrone
+1 678 419 1990

denise.cutrone@us.pwc.com

Greg Galeaz
+1 617 530 6203

gregory.r.galeaz@us.pwc.com

Josh Goldfarb
+1 860 836 7470

joshua.goldfarb@us.pwc.com

Mary Helen Taylor
+1 646 471 8394

* Are we meeting our internal

stakeholders’ current requirements?
Is our current reporting
environment flexible enough to
adapt to changes in dimensional
views and more detailed analysis?

How can we make our reporting
process more nimble in order to
respond to a driver-based reporting
process and scenario disclosures?

How can we create/develop metrics
that drive the right behaviors

(e.g., better processes, effective
customer interaction, etc.)?

Brett Maher
+1 312 298 3377
brett.r.maher@us.pwc.com

Todd Mills
+1 978 846 4265
todd.c.mills@us.pwc.com

Patrick Smyth
+1 240 687 8612
patrick.smyth@us.pwc.com

mary.helen.taylor@us.pwc.com



| Chief Information Officer/Information Technology

Existing pressures

IT Architecture

« Drive innovation

« Drive creation of current and future
state technology blueprints

+ Establish standards for development
and interfaces

+ Build a roadmap to achieve future IT
state requirements Architecture

Business
&IT

Develop Solutions
« Deliver more, better and faster
« Drive requirements process
* Build solutions
 Test solutions
 Deploy solutions
» Change solutions
« Actively manage change

Develop
Solutions

Chief
Information
Officer

Support Solutions in Production

+ Understand service levels

* Improve efficiency and
effectiveness

« Establish production
environment (internally or
externally) distribution and
internal customers

» Monitor production

Support
Solutions in
Production

Employee
& Customer
Satisfaction

Quality &
Measurement

Quality & Measurement

< Establish appropriate metrics
to monitor quality

» Establish quality programs
which eliminate or catch errors
and target waste

Home D

Architecture

Business Architecture
« Drive innovation
* Drive needed changes to the
finance business architecture
« Facilitate prioritization

Regulatory Compliance

» Manage through the lack of
clarity and definition in
regulatory “requirements”
and mandate

« Drive rational approaches to
privacy, document storage and
retention

« Establish and maintain a system
of controls

Regulatory
Compliance

Risk Management

« Establish appropriate risk
frameworks to understand
and identify risks

« |dentify risks that exceed
tolerances and design and
implement risk mitigation

* Monitor results

Risk
Management

Employee and Customer Satisfaction
- Establish employee engagement

programs to monitor and manage the
impact of change

« Establish customer satisfaction

programs to monitor and manage the
impact of change



| Chief Information Officer/Information Technology

Key impacts What should I be discussing with my team?

* Due to new regulatory * Calculation engines and systems * Do we fully understand * What will future state architecture

requirements and market demands,
better data quality and accessibility
will be imperative for timely and
accurate reporting. Insurers will
need to record, process and release
more data; moreover, while this
data will be increasingly detailed
and complex, it will need to be
more easily digestible for users.

Increasing demands for
responsiveness will drive new
technological capabilities and
platforms that pre-stage critical
data and documents, and enable
quick retrieval and analysis.

New demands will drive increased
collaboration between and among
business, finance and actuarial
functions, and increase reliance on
shared processes.

will need to perform more complex
calculations.

New data requirements will be
needed for experience studies,
calculating policy reserves,
reporting financial results and
responding to data calls.

There will be impacts to data and
systems that support changes to
financial reporting requirements.

Upstream policy administration,
actuarial, and accounting systems
may be impacted because of

their downstream impacts (e.g.,
policyholder data).

modernization’s impact on our IT
systems?

Are we prepared to illustrate the
impact?

Have we planned for finance, risk,
actuarial and other operations’ IT
response to new requirements?

How should we drive
modernization while continuing
to support ongoing reporting and
other functions?

Have we analyzed the data to
determine additional needs,
appropriate granularity,
rationalization of the number of
sources, and ease of access?

Do we have the right skills and
capacity to support these data and
technology needs?

Mike Mariani
+1 602 364 8486

michael.j.mariani@us.pwc.com

supporting modernization look
like?

Have we analyzed finance,
actuarial and operating data
overlaps to understand how we
can optimize our investments in
the data/information architecture
that supports the strategic growth
agenda?

Have we analyzed processes and
processing volumes in order to
understand how to drive efficiency?

Do we have an integrated, holistic
view of the portfolios that support
modernization and other key
programs?

How can we create/develop metrics
that drive the right behaviors

(e.g., better processes, effective
customer interaction, etc.)?

Paul McDonnell
+1 646 471 2072
paul.h.mcdonnell@us.pwc.com



| Chief Operating Officer/Operations

Existing pressures Process Architecture

« Drive changes to the finance business architecture

- Establish and maintain a cohesive set of
processes and controls supporting sales,
customer service, reporting and compliance

« Establish core-discipline around framing the target
state and establishing a roadmap to achieve it

« Establish a “change-management” discipline that

Process enables smooth adoption of changes
Architecture

Policy Holder and Claims Service

« Establish and maintain complaint

policy holder and claims

support services :

* Provide training and testing Policy I-!older
+ Monitor compliance & Claims
Service

Sales Support Services Regulatory Compliance

. Establi;h and maintain Sales « Communicate, train, support,
complaint sales support Regulatory control and monitor regulatory
; Support : ; ;
services . Compliance compliance for support services
- Provide training and testing Services « Accountability is multi-faceted
» Monitor compliance Ch |ef and will require constant

updating and monitoring
Operating
Customer Centricity Officer

« Establish ways to consistently Risk Management

tap into the voice of the : - Establish appropriate risk

cupstomer, including end- CUSto_m_er Risk frameworks to understand

customer, distribution and Centricity Management and identify risks

internal customers « Identify risks that exceed
« Link operational changes to the tolerances and design and

target state customer experience implement risk mitigation
» Understand the impact of = Monitor results

regulatory and compliance Quality & Employee &

y Customer
mandates on the customer Measurement - L
Satisfaction

Employee and Customer

Quality & Measurement Satisfaction

» Establish appropriate metrics + Establish employee engagement
to monitor quality programs to monitor and manage
« Establish quality programs which the impact of change
eliminate or catch errors and + Establish customer satisfaction
target waste programs to monitor and manage

the impact of change

Home D



| Chief Operating Officer/Operations

Key impacts
¢ The COO will make the call on

What should I be discussing with my team?

* Accountability for defining the new * Are we aware of and * Have we articulated a clear future

whether the impending regulatory
and reporting requirements will
drive fundamental change to

the operating model, or if the
organization can handle some or
more of them one-at-a-time.

Where formal requirements are
pending, many companies will try
to avoid being over-aggressive.

There is an ongoing shift

to increasingly formal risk
management which, over time,
will force greater alignment of
management structures, processes,
controls, and information
reporting.

Effective data governance,
common data structures and data
provisioning capabilities are now
not “nice to haves” but “table
stakes.”

finance business architecture and
reporting new data elements and
data quality may fall to operations.
Therefore, it makes sense to 1)
enable processes and systems that
can establish and maintain a flow
of clean data and 2) define a risk
appetite that aligns with business
strategy and also defines tolerances
and limits.

The deadline for implementing
complex changes is approaching,
and operations will need to be
increasingly proactive in order to
meet it.

Bruce Brodie

+1 646 471 3311
bruce.brodie@us.pwc.com

knowledgeable about the pending
changes?

Have we defined the new business
architecture and mapped out the
impact(s) on people, processes, and
technology?

Have we anticipated how these
changes will impact potential
customers, policyholders, and
distributors?

Are we connecting with other key
stakeholders, including financial
and actuarial, to understand the
impacts on administrative systems
and processes, data collection and
reporting?

Greg Galeaz
+1 617 530 6203

gregory.r.galeaz@us.pwc.com

state vision of operations’ operating
model in light of the changes?

Do we have a plan to address
insurance modernization? What
new processes, controls, data,
interaction will we need?

What financial and organizational
support/resources do we need

to implement the insurance
modernization program?

How can we educate the Board and
key stakeholders about the changes
we need to make?

How will we monitor and measure
results?

Mike Mariani
+1 602 364 8486
michael.j.mariani@us.pwc.com



' Chief Risk Officer

Existing pressures

ORSA

 Increased emphasis on clear and
robust communication on ERM
framework and process

» Expectations that ERM functionality
is embedded and sustainable,
systematized rather than ad hoc

Economic Capital
» Responsive to continued
development in methodologies
« Likely some regional variations
even if ComFrame progresses

Economic
Capital

SIFI, G-SlI, BCR, etc.
» A key component in all « Significantly enhanced

regulatory developments regulatory expectations
- Effective device for risk Stress SIFI, G-SlI, for insurers subject to

communication to senior Testing BCR, etc. bank-like standards
management and Board Expectation that market

» The need to project GAAP pressures will force other
results links scenarios and - A insurers to also adopt many
capital constraints directly C h Ief RISk of these same standards as

: ) o evidence of best practice
to financial reporting Officer ek managementp

Stress Testing

Modell Risk Managemgnt Model Risk Ratln.g Rating Agencies
* Heightened expectations Management Agencies - Continue to favor their bespoke
by regulators and senior required capital routines to
management augment regulatory ratios

» Need to ensure quality of
data feeding models as well

as validation of model output Process Enhanced
Improvement Timelines

» Heightened emphasis on
sustainability and verifiability

Enhanced Timelines

Process Improvement : : ]
+ Looking for more information

« Create rationalized set of current

state processes, documentation delivered sooner

and controls + Expectations of quick turnaround
« Coordination of similar processes fOF new scenarios and “what-if”

(e.g. ORSA variations) across inquiries

regions to ensure consistency and

efficiency

Home D



' Chief Risk Officer

* ERM, economic capital and

risk analysis are moving from
prototypes to embedded
functions that expect clearly
defined processes and control
environments. Synergies

with financial and actuarial
functionality, both current state
and in developing a future vision,
are essential.

Many companies have redundant
risk management and actuarial
organizational configurations
that need review and reconciled.
Resolution likely requires changes
in infrastructure and technology,
as well as clarification of
responsibilities.

Regulation is trending in the
direction of stress testing, and
senior management and Boards
are increasing their reliance on

stress test results as a governance
tool. Accordingly, the stress testing
process needs to be comprehensive,
sustainable and flexible, and
building and maintaining it

will demand close and ongoing
cooperation with financial,
actuarial, technology and control
functions.

Global demands on the risk
function may accelerate due to
development of BCR. G-SIIs and
IAIGs will feel the greatest impact,
but others also will as leading
practices become evident.

e The FIO’s recommendations for

“Corporate Governance — Director
and Officer Suitability and Fitness”
are likely to increase demands on
the risk function for more frequent
and more robust risk information.

Do we have a realistic and
comprehensive perspective on
what the risk function will need
to deliver in the near and medium
term?

How will our deliverables intersect
with the future profile of finance,
actuarial, controls and IT?

Do we have an adequate gap
analysis relative to our own

future needs? Does it relate to a
coordinated vision of the future
state that incorporates other
functional areas? Do we have a
plan to address potential shortfalls?

* Are we currently undertaking

costly initiatives that will not be
compatible with the future state
vision? Are we addressing how to
best meet these short term needs
(without over spending) and
transition to vision-compatible
activities?

Are we planning ahead for
potential organization changes
that the future vision entails? What
sort of hiring, training and staff
re-distribution changes will be
required, and are we considering
personnel development in our
planning?

Henry Essert
+1 646 471 4400
henry.essert@us.pwc.com



| Chief Auditor

Existing pressures

Expenses
» Continued pressures and/or
inability to invest in deeper,
more experienced talent

People
» Low supply and high demand
for experienced resources with
product and business
knowledge

Data Analytics

. « Inability to develop and execute

Actuarial . on an analytics strategy to

+ Challenges with hiring and provide greater business insight,

retamlng qyallfled agtuarles Data risk focus and continuous risk
interested in consultlng as Analytics monitoring, especially
part of an internal audit considering the tremendous
organization amount of data management

C h |ef changes in store
Auditor

Regulatory
Program Risk + Challenges with understanding
* Inability to add value and the changing global regulatory
provide objective Program Risk Regulatory environment is leading to minimal
assurance on major coverage of regulatory
programs and projects compliance risk

Model Risk
Management ERM
. L « Limited understanding of enterprise
» Challenges with obtaining the risk management practices,

nzcgssar;;skllls to provide effective risk governance and
advice and assurance over solvency requirements

changing models

Model Risk Management

Home 0



| Chief Auditor

Insurers’ audit committees and
senior management will need to
obtain ongoing assurance from
their auditors that transformation
programs are achieving their
regulatory, operational, financial
and reporting objectives.

Concurrently, auditors will have
a tremendous opportunity

to influence the quality and
efficiency of internal controls,
particularly around product
development, model risk
management, underwriting,
pricing, financial and regulatory
reporting.

Chief auditors also will need to
consider dedicating resources

with greater product, process,
accounting and data management
experience to focus on internal
control modernization.

It will be critically important

for chief auditors to leverage

the new generation of risk and
compliance analytics platforms to
continuously monitor data and key
risk indicators before, during and
after modernization efforts.

Insurers will need to continue

to provide internal audit
coverage in those businesses that
modernization will not impacted
as significantly, though they
should remain aware of the risks
associated with them.

For SIFIs and GI-SIFIs, regulatory
expectations of internal audit
will be significantly higher than
in the past; this will require
enhancements in methodology,
technology and people models.

* Do we fully understand the
accounting, risk and regulatory
developments facing the industry
and their impact on our company?

* How are we going to fulfill our
mission to provide objective
assurance to the Audit Committee
before, during and after this
period of unprecedented financial,
operational, and regulatory
change?

Paul Basso
+1 617 530 4588

paul.r.basso@us.pwc.com

Do we have the right strategy,
structure, people, process, and
technology enablers?

How do we educate our many
stakeholders on the critical role we
can play as a trusted advisor and
assurance provider to ensure that
modernization plans achieve their
targeted objectives and address
process and controls?

Mary Helen Taylor
+1 646 471 8394
mary.helen.taylor@us.pwc.com



' Investor and Analyst Relations

Existing pressures

Forward looking Earnings
Estimates

« Accurate forward looking plans
» Pressure to meet estimates in

: ” Forward
changing market conditions

Looking
Earnings
Estimates

Increased
Complexity

Increased Complexity
* Insurance accounting and reporting
already difficult for many to understand
» Ensuring relevance and comparability
to peers and other industries

Home 0

Sophisticated
Investors

Director of
Investor
Relations

Sophisticated Investors

* Increased demand for insight and
transparency

« Ensuring a consistent message —
10K, investor presentations

Performance Performance Alignment
Alignment + Alignment of shareholder
performance and management
incentives

» Proxy communication —
Compensation Discussion
and Analysis

Regulation

FD

Regulation FD Compliance
» Managing diverse investor
communication — SEC reporting,

investor presentations, social
media



' Investor and Analyst Relations

Key impacts What should I be discussing with my team?

e External communications, * Sell- and buy-side investment * Do we fully understand the impact ¢ Are we receiving enough analytical
including quarterly investor analysts will need to refine on external communications? insight from our actuaries?
supplements, earnings calls financial models in order to align . .

PP ’ & . . . & * Do we have a communications * How can we help sell-side and buy-
and investor day presentations, them with prospective performance . . . .

. . . . plan that addresses the impacts of side analysts adjust their models?
will change to align with expectations. Resultant changes .

. . . . e o . modernization?

revised financial reporting and to “First Call” estimates will need * Are non-deal roadshows necessary?
metrics. Investor outreach will updated analysis. * Can we reconcile current earnings
be responsible for promoting estimates and future estimates?

¢ Investor relations will need to

. What is the impact on shareholder
clearly communicate to external

understanding of new financial

i ?
dynamics. stakeholders how peer companies value?
* Companies that provide forward differ from your own company
looking earnings estimates may under new reporting and metrics.
have to rework estimates and
. * Shareholder performance and
communicate changes to the . . .
market. Potential increased management incentives will need
o . . to align.
volatility of earnings will introduce
new challenges.
' Contacts
Todd Mills Josh Goldfarb Mary Helen Taylor
+1 978 846 4265 +1 860 836 7470 +1 646 471 8394
todd.c.mills@us.pwc.com joshua.goldfarb@us.pwc.com mary.helen.taylor@us.pwc.com



| Sales and Distribution

Existing pressures Business Architecture

« Establish and maintain a cohesive set of
processes and controls which support sales,
customer service, reporting and compliance

« Establish core-discipline around framing the
target state and establishing a roadmap to
achieve it

« Establish a “change-management” discipline
that enables smooth adoption of changes

Commissions & Reporting
« Establish and maintain
complaint commission and
reporting support
 Provide training
» Monitor compliance

Business
Architecture

Commissions
& Reporting

Sales Support Services
« Establish and maintain
complaint sales support
services
= Provide training and testing
= Monitor compliance

Customer Centricity
- Establish ways to consistently
tap into the voice of the
customer, including end-
customer, distribution and
internal customers
« Link operational changes to the

target state customer experience

» Understand the impact of
regulatory and compliance
mandates on the customer

Sales
Support
Services

Regulatory
Compliance

EVP of
Distribution
Agent/

Advisor
Satisfaction

Customer
Centricity

Quality &
Measurement

Customer
Satisfaction

Regulatory Compliance
+ Communicate, train,
support, control and monitor
regulatory compliance for
support services

Agent/Advisor Satisfaction
» Establish agent/advisor
Engagement programs to
monitor and manage the
impact of change
+ Monitor results

Quality & Measurement Customer Satisfaction

» Establish appropriate metrics = Ensure minimal disruption to the
to monitor quality customer experience
« Establish quality programs » Establish customer satisfaction

which eliminate or catch errors
and target waste

programs to monitor and manage
the impact of change

Home D



| Sales and Distribution

Key impacts What should I be discussing with my team?

* Consumers expect to access * Senior leaders are now facing * Are we aware of and * Have we articulated a clear future

insurance products and services
through different channels 24/7
whether on-line, by phone, or in an
agent’s office.

Carriers who have made a
commitment to put customers

first and serve consumers in
whichever way they would like to
access products are grappling with
multiple distribution channels.

difficult investment choices.
Ultimately, how can carriers
maintain multiple channels and
still have strong economics?

e The rise of direct channels has
increased distribution costs for
many carriers due to lack of multi-
channel integration.

knowledgeable about the pending
changes?

Have we mapped out impacts on
people, processes, and technology?

Have we anticipated how these
changes will impact potential
customers and policyholders?

Have we anticipated how

these changes will impact our
distribution partners (captive and
independent agents, advisors,
brokers, etc.)?

Are we working with our internal
partners (IT, operations, etc.)

to understand the impacts on
administrative systems and
processes, data collection and
reporting?

state vision of the sales and
distribution operating model for in
light of the changes?

Do we have a plan to address
insurance modernization?

What financial and organizational
support do we need to implement
the insurance modernization
program?

How can we educate key
stakeholders about the changes we
need to make?

How will we monitor and measure
results?

Contact

Tom Kavanaugh
+1 312 298 3816
tom.kavanaugh@us.pwc.com



' Product Development & Marketing

Existing pressures

Business Architecture

- Establish and maintain a cohesive set of processes
and controls which support sales, customer
service, reporting and compliance

- Establish core-discipline around framing the target

Policy Holder and Claims Service
» Establish and maintain complaint
policy holder and claims support

. Eervllcets impact on customer : state and establishing a roadmap to achieve it
e)\(/ael'nl'?esc?p Policy Holder Business - Establish a “change-management” discipline that
p & Claims Architecture enables smooth adoption of changes

» Monitor compliance e

Advanced Analytics

- Establish advanced analytics

capabilities to more
Advanced effectively target and acquire
Analytics customers
» Leverage third party data to
Ch |ef establish a more robust view
of the customer

Marketing Support Services
- Establish and maintain Sales
complaint marketing Support
support services Services
« Provide training
* Monitor compliance

Marketing

Customer Centricity Offlcer Product Design

- Establish ways to consistently » Leverage external data
tap into the voice of the Customer Product sources to tailor products to
customer, including end- ;L - specific customer segments
customer, distribution and S 7 Design + Simplify the product design to
internal customers reduce the cognitive strain on

« Link operational changes to the the customer
target state customer experience » Design product bundles to

+ Understand the impact of increase perceived value and
regulatory and compliance Quality & Customer de-emphasize price
mandates on the customer Measurement Satisfaction

Quality & Measurement Customer Satisfaction

« Establish appropriate metrics » Ensure minimal disruption to the
to monitor quality customer experience

« Establish quality programs - Establish customer satisfaction
which eliminate or catch errors programs to monitor and manage
and target waste the impact of change

Home D



' Product Development & Marketing

Key impacts What should I be discussing with my team?

e The marketing arms race * Leading carriers leverage data * Have we mapped out the impacts * Have we articulated a clear future

contributes to a rising expense ratio
and a higher price.

The market trend since 2009 is
that both shopping and switching
behavior is growing, resulting

in a larger “at risk” market and
an increasingly challenging
environment for carriers improve
retention.

Carriers now realize that they
don’t know much about their

end consumers, largely because
intermediated distribution has kept
them at arm’s length from them.

Carriers offer a variety of often
overly complex products that
are not responsive to customer
demands for simplicity,
transparency and flexibility.

across sales and service channels,
policy administration systems, and
third-party sources to provide a
comprehensive single view of the
customer. This allows the carrier
to tailor the customer experience
across segments.

The shift towards becoming a

more customer-focused business
entails helping employees focus

on the needs of specific customer
segments. This requires shifting the
existing focus on internal processes
that distract carriers from doing
what is in the best interest of their
customers and, by extension, the
organization itself.

on people, processes, and
technology?

Have we anticipated how these
changes will impact potential
customers and policyholders?

* Have we anticipated how
these changes will impact our
distribution partners (captive and
independent agents, advisors,
brokers, etc.)?

e Are we working with our internal
partners (IT, Operations, etc.)
to understand the impacts on
administrative systems and
processes, data collection, and
reporting?

Tom Kavanaugh

+1 312 298 3816

tom.kavanaugh@us.pwc.com

state vision of the sales and
distribution operating model in
light of the changes?

Do we have a plan to address
insurance modernization?

What financial and organizational
support do we need to implement
the insurance modernization
program?

How can we educate key
stakeholders about the changes we
need to make?

How will we monitor and measure
results?

Jamie Yoder
+1 312 298 3462
jamie.yoder@us.pwc.com



| Legal & Compliance

Existing pressures

Risk-Focused
« Establish and utilize risk-based monitoring of
compliance related activities
+ Operate in a 3-lines of defense model where
compliance is performing appropriate 2" line
of defense, independent activities
Risk-Focused

Regulator Expectations

« Shift from crude solvency
measures — consideration of
market and systemic risks,
not just firm

» Low regulator appetite for
risky, illiquid, hard to price
asset classes

« Ability to demonstrate control
over management actions

Regulator
Expectations

Global Regulatory Lead

» Avoid inconsistent interpretation
of regulatory implications
across regions, businesses
and support functions
Clear accountability for and
consistent messaging around
regulatory affairs and change
Integration of global regulatory
strategy and change

Global
Regulatory
Lead

Legal Service
management Level

Standards

Legal Service Level
Standards
« Pressure to identify the
“right” yet changing service
level of legal support to the
operational areas

Home D

Change Management

Regulatory
Change

Management

Global
Regulation

General
Council/Chief
Compliance
Officer

Existing
Regulations

Emerging
Regulations

Emerging Regulations

* Insurance Contracts

« Principles Based Reserves
- ORSA

> Dodd-Frank

+ ComFrame

= Solvency I

* Risk based capital

< Accurate identification, interpretation and
dissemination of regulatory changes throughout
the organization for implementation

« Development and maintenance of a
comprehensive laws and regulations database

Global Regulation
» Reshaping of financial regulation

in the US (new regulators, new
markets, enhanced enforcement
powers, etc.)

Focus on transparency,
accountability, and corporate
governance to protect investors
and consumers

The International Association of
Insurance Supervisors (IAIS) is
now a global standard setter (with
no power) with a role to play and
an active mandate passed to them
by G-20/FSB

Existing Regulations

Market conduct and financial
examinations

FATCA

Recovery and Resolution
Planning

Model Holding Act
Affordable Care Act

* AML

« KYC

« Suitability

« Data privacy, consumer
protection



| Legal & Compliance

Key impacts What should I be discussing with my team?

* Increasing regulatory changes * Regulatory changes will * What are the real and potential * Do we have a mature emerging

will stretch the limits of the
compliance function and require
the streamlining of technology,
processes and resources.

Because of the central role
emerging regulatory requirements
play in insurance modernization,
the compliance function will

need to increase its focus on the
regulatory drivers of change.

Compliance, legal, risk and

operations will need to collaborate
much more closely than in the past
in order to more efficiently address
the variety of regulatory issues that
will impact the entire organization.

significantly impact the actuarial,
finance, and risk functions, and
the compliance and legal functions
must work closely with them to
promote consistent understanding
of regulatory change throughout
the organization.

Regulatory examinations are
becoming more risk-focused

and have increased demands for
demonstrating capabilities instead
of just making assertions.

Easy access to compliance data
will be important for timely and
accurate external reporting and
internal decision making.

legal constraints pertaining to
products, customer and contracts
resulting from regulatory changes?

Do we have the appropriate
resources in compliance and other
operational areas to manage these
regulatory changes?

Ellen Walsh
+1 646 471 7274

ellen.walsh@us.pwc.com

regulatory requirement structure
and process to handle large-scale
compliance initiatives?

* Are we working closely enough

with risk, operations, product
development, etc. to advise

the organization on potential
compliance changes resulting from
modernization?

Chris Joline
+1 646 471 5659
chris.joline@us.pwc.com



| Chief Investment Officer

Existing pressures

Performance Analysis
* Yield and portfolio returns
» Economic indicators
 Available capital
« Portfolio management

Risk Management
 Duration matching
» Concentration of credit
and market risk
= Asset liability matching
» Risk-based capital
measurement

Operations
« Trade order management
+ Clearing and settlement

+ Corporate actions management

» Data management

Accounting & Reporting
« Timeliness and accuracy
« Accounting policy management
« Expansion of NAIC and GAAP
requirements

Compliance

« FATCA

* NASD, SEC, etc.
» GIPS Compliance

Performance

C ]
Analysis ompliance

Data, Systems & IT
Infrastructure
- Data governance model
» IT development and
support role
» Reduction of manual
workarounds/spreadsheets

Data, Systems &
IT Infrastructure

Risk
Management

Chief
Investment
Officer

Liquidity
» Understanding available cash

Operations
* Insurance operational needs

Planning,
Budgeting,
Forecasting

Accounting &
Reporting

Planning, Budgeting, Forecasting
+ Capture and management of key
expenses and drivers
+ Allocations of indirect costs
+ Scenario modelling

« Pricing policy and governance

Home 0



| Chief Investment Officer

Key impacts What should I be discussing with my team?

e Investment management functions ¢ Investment accounting and e How will the different insurance * Do our systems require more

will face increased pressure to
manage and control investment
portfolio reference data, including
specific identification of collateral-
pledged assets, insurance products,
and the risks particular instruments
are meant to support.

ORSA requirements bring a
heightened interest in how
different investment instruments
may impact risk-based capital
(RBC) ratios.

reporting will need to be able to
create and support new footnotes
and disclosures in order to explain
investment results and risk
management according to new
rules and regulations.

Data management and
coordination with downstream
functions such as actuarial, tax,
risk management, and financial
reporting will be critical as these
areas cope with the impacts of
modernization.

modernization changes affect
my investment strategy and
operations?

¢ Are there new factors to consider
about our overall investment
strategy and business risk profile?

* What level of data specificity is
now required of the investments
function in downstream business
and corporate functions (e.g.,
actuarial, controller, risk
management, products)

automation to function effectively
under a new operating model?

* Are we currently capturing enough

data to meet new requirements?

Have we identified and coordinated
with key downstream functional
areas data timing, quality, and
frequency?

Contact

Josh Goldfarb
+1 860 836 7470
joshua.goldfarb@us.pwc.com



| Human Resources

Existing pressures

Driving HR Effectiveness
» Anticipating business strategy and reshaping
the talent agenda in advance of critical events
» Maintaining high quality HR service in a cost
efficient manner while maximizing benefit to HR

Planning for

Planning for Tomorrow’s Workforce
* Integrating HR data and systems to
identify talent and capability gaps
« Forecasting to project tomorrow’s

talent needs

the organization

Change Management

« Driving consistency in change
management methodology to
facilitate return on investments

 Leveraging employee
engagement initiatives to
enhance the employee
experience and drive cultural
change

Driving Organizational
Effectiveness
 Evolving performance
management systems to hold
leaders accountable for greater
transparency and risk
management
« Driving greater accountability
and improved governance
across functions to support
regulatory compliance

Tomorrow’s

Effectiveness Workforce

Attracting Skilled Talent
+ Updating employer branding to
Managin attract top talent to careers in
ging Attracting insurance

Organizational Skilled Talent * Improving talent sourcing

Change strategies to attract younger talent

pools to balance aging employee
populations

SVP Human

Resources

Developing Talent
« Updating career models to

Dri\.ling. Developing enhance employee autonomy

Organization and role clarity

Effectiveness Talent + Changing the balance of

investments needed to enhance

the enterprise learning agenda

and close critical competency

gaps

Rewards & Retaining

Recognition Skilled Talent

Retaining Skilled Talent

Updating Rewards & Recognition

+ Evolving compensation systems to include
competency developmental milestones
while maintaining motivated employees

+ Updating benefits packages to include
non-monetary benefits, such as flexibility
programs, to enhance employee
engagement and retention

Home D

» Collaborating with functional
leaders to identify and track high
potential talent and maintain a
strong leadership pipeline

« Streamlining talent management
technology to monitor performance



| Human Resources

¢ HR leaders must consider how

modernization shapes the
organization’s talent agenda
and influences priorities and
investment in critical HR services
that enable organizational
effectiveness.

Insurers already face critical skill
shortages, particularly financial,
actuarial, technical, and change
management competencies.
Combined with an aging workforce,
the performance gap will continue
to widen.

HR leaders need to redefine the
employee value proposition to
attract and retain people who have
the skills to drive transformational
change. Foundational HR

services, from recruitment to
career development to learning
strategies, will need to shift
more resources from broad-based
coverage to targeted initiatives
that drive talent development
and career progression in critical
capabilities.

Modernization requires stronger
linkages between performance
management systems and critical
regulatory and risk management
objectives. HR must be ready to
drive changes to organization
structure, governance and
decision rights to strengthen
accountability for modernization
goals and objectives.

* How do we effectively anticipate
business strategy and forecast the
implications and impacts on HR
services and capabilities?

* Isour suite of HR programs and
competencies robust enough to
provide top tier HR support to the
organization?

* What role does HR play in driving
greater leadership accountability
and organizational effectiveness?
Are we doing all we can to
provide stewardship and enable
modernization?

Elaine Miller
+1 646 471 8359

elaine.m.miller@us.pwc.com

* Are we able to provide a top notch

and sustainable pipeline of talent to
all functions in our organization?
Are we able to find the critical
talent with competencies the
organization needs to thrive in the
future?

How effective are we at addressing
the implications of the generational
shift? Is there more we can do

to develop young talent and

retain critical knowledge from
experienced staff?

Ruth Philpott
+1 646 471 4456
ruth.g.philpott@us.pwc.com



| Project Management Office

Existing pressures

Program Roadmaps
« Compressed timelines to meet
stakeholder expectations, speed
delivery of benefits
« Development of tiered program level
roadmaps to manage investments
and outcome delivery Program

Risk Management Roadmaps

+ Risk management to provide
transparency into the health
of each program in the portfolio
» Tools and processes in place to
forecast potential issues before Risk
they arise, uncover Management
root cause and allow for
objective evaluation of potential
solutions

Scope
» Managing scope on individual
programs through explicit
change controls processes to
ensure impact to changes are

understood

» Competing priorities leading to
potential impacts that affect Status
the success of interrelated Reporting
programs

Status Reporting

= Timely reporting with
understandable, objective metrics
to keep stakeholders apprised of
status and risks

+ Accurate understanding of
status/health of each workstream
and overall program

Home D

Governance

Governance

Demand
Forecasting

& Migration

Stakeholder
Engagement

Stakeholder Engagement

Implementation

« Explicit leadership and governance over priorities
and program assurance

» Administration of growing volume of programs
that carry increased complexity, visibility and risk

+ Alignment around project management protocol
and requirements

Demand Forecasting
« Alignment of resources to

mission critical programs across
the organization — “run the
business” and “change the
business” programs

» Maximizing use business

resources to broaden capacity
and leverage subject matter
expertise

Implementation, Migration &
Decommissioning
- Staging programs to deliver on
critical milestones and needs
with appropriate planning and
risk mitigation
* Increased stakeholder alignment
required to engage leaders with
vested interest in outcomes
- Fully executing
decommissioning to avoid
excess costs

» Obtaining buy in and commitment

from key stakeholders

« Encourage transparency and
required level of detail for all

program constituents



| Project Management Office

* Increasing costs and urgency

for risk mitigation has created
growing demand for program
administration and resources.
PMOs will need more sophisticated
capability to prioritize investments
and provide greater assurance of
successful program outcomes.

Senior executives will increasingly
expect PMOs to be highly nimble,
turning around analyses and
programs in shorter time frames.

The role of a PMO will continue

to evolve toward becoming an
essential partner to initiative
leaders, rather than policing them.

* High demand and expectations will
require scalability of resources,
increased integration among
programs and incisive thinking
and broad collaboration to realize
investment value.

* PMOs will need to greatly enhance
forecasting capability to anticipate
risks and improve cost control
strategies across the program
portfolio.

* Greater global and regional
consistency in change management
approaches will be even more
critical as programs and initiatives
span multiple jurisdictions.

* How do we continue to align

programs to evolving business
objectives? How do we scale
resources to address ever-growing
demands for complex initiatives?

How can we drive greater
accountability and program
assurance? Are we effectively
outlining the fact base for each
initiative? Are our and the
organization’s goals clearly
defined?

How will we monitor and allocate
FTE and other strategic resources
across programs?

Elaine Miller
+1 646 471 8359

elaine.m.miller@us.pwc.com

* Do we have consistent and strong

capabilities across jurisdictions? Do
we have the ability to deliver global
or regional programs successfully,
on time and on budget?

Do we consistently apply to
individual projects the systems and
methodology we have developed
for program management?

* Are we addressing the needs of

employees as PMO programs
transform the business?

Ruth Philpott
+1 646 471 4456
ruth.g.philpott@us.pwc.com



| CEO/Board of Directors

International Expansion
Existing pressures - Operating model

« Cultural differences

* Integration

Regulation
Measurement and Compensation * How to make money in an

« Aligned with results overregulated industry

* Incentive laden » How to balance risk and reward
- Sufficient to attract top talent International » How to stay competitive without

Expansion taking undue risk

Measurement
and Regulation
Compensation

Managing in a New Environment

* Measurement
- Differentiations
« Story line

Analysts

» Developing the story
Managing - Comparison to peers

in a New - Demonstrating the value

Environment

CEO/Board

of Directors

Messaging the Street
Mergers and Messaging « Increased transparency

Acquisitions the Street + Comparison to peers
Mergers and Acquisitions * Increased litigation
» Accretive transactions
» Core vs. non-core businesses
* Better speed to value on

integrations

Strategic Board

Growth Governance
Cost

Pressures Board Governance

= Due diligence

« Evaluating and measuring
management

Strategic Growth
« Profitable growth
* Manage capital strain
« Balance risk and return

Cost Pressures

 Target operating model

+ Sourcing strategy
Home ‘)  Becoming more variable



' CEO/Board of Directors

Key impacts

e Insurers will need to understand
the impacts of the various new
reporting and regulatory changes
and how will they compare against
peer companies.

* Insurers will need to determine if
they are selling the right products
or need to simplify their business
through sales or run off.

What should I be discussing with my team?

It will be necessary to adjust * How can we educate the board
messaging to the analysts and and key stakeholders about the
ratings agencies. changes we need to make because

e Boards will need to make sure
they understand the risks and

of existing pressures and/or future
regulatory requirements?

measurements in the new * Are my direct reports working
operating environment. together to manage this
transformation?

* Do I have enough resources to get

this done?

* How do I keep all my employees
engaged and keep them focused on
the end game?

* How do I convey all of this change
to the street?

Contacts

Denise Cutrone
+1 678 419 1990
denise.cutrone@us.pwc.com

Greg Galeaz
+1 617 530 6203
gregory.r.galeaz@us.pwc.com

Rich de Haan
+1 646 471 6491
richard.dehaan@us.pwc.com

Mary Helen Taylor
+1 646 471 8394
mary.helen.taylor@us.pwc.com

Henry Essert
+1 646 471 4400
henry.essert@us.pwc.com

Jamie Yoder
+1 312 298 3462
jamie.yoder@us.pwc.com



| Contacts

Chief Actuary/Actuarial

Rich de Haan
+1 646 471 6491
richard.dehaan@us.pwc.com

Marc Oberholtzer
+1 267 330 2451
marc.oberholtzer@us.pwc.com

Louis Lombardi
+1 860 241 7400
louis.lombardi@us.pwc.com

David Scheinerman
+1 860 241 7129
david.c.scheinerman@us.pwc.com

Michael Lockerman
+1 646471 2179
michael.lockerman@us.pwc.com

Dan Thomas
+1 646 471 5746
edward.d.thomas@us.pwc.com

Chief Financial Officer/Finance

Denise Cutrone
+1 678 419 1990
denise.cutrone@us.pwc.com

Greg Galeaz
+1 617 530 6203
gregory.r.galeaz@us.pwc.com

Josh Goldfarb
+1 860 836 7470
joshua.goldfarb@us.pwc.com

Brett Maher
+1 312 298 3377
brett.r.maher@us.pwc.com

Todd Mills
+1 978 846 4265
todd.c.mills@us.pwc.com

Patrick Smyth
+1 240 687 8612
patrick.smyth@us.pwc.com

Mary Helen Taylor
+1 646 471 8394
mary.helen.taylor@us.pwc.com

Chief Information Officer/
Information Technology

Home c

Mike Mariani
+1 602 364 8486
michael.j.mariani@us.pwc.com

Paul McDonnell
+1 646 471 2072
paul.h.mcdonnell@us.pwc.com



| Contacts

Chief Operating Officer/
Operations

Bruce Brodie
+1 646471 3311
bruce.brodie@us.pwc.com

Greg Galeaz
+1 617 530 6203
gregory.r.galeaz@us.pwc.com

Mike Mariani
+1 602 364 8486
michael.j.mariani@us.pwc.com

Chief Risk Officer Henry Essert
+1 646 471 4400
henry.essert@us.pwc.com

Chief Auditor Paul Basso Mary Helen Taylor
+1 617 530 4588 +1 646 471 8394

paul.r.basso@us.pwc.com

mary.helen.taylor@us.pwc.com

Investor and Analyst Relations

Todd Mills
+1 978 846 4265
todd.c.mills@us.pwc.com

Josh Goldfarb
+1 860 836 7470
joshua.goldfarb@us.pwc.com

Mary Helen Taylor
+1 646 471 8394
mary.helen.taylor@us.pwc.com

Sales and Distribution

Tom Kavanaugh
+1 312298 3816
tom.kavanaugh@us.pwc.com

Product Development &
Marketing

O Home O

Tom Kavanaugh
+1 312298 3816
tom.kavanaugh@us.pwc.com

Jamie Yoder
+1 312 298 3462
jamie.yoder@us.pwc.com



| Contacts

Legal & Compliance

Ellen Walsh
+1 646 471 7274
ellen.walsh@us.pwc.com

Chris Joline
+1 646 471 5659
chris.joline@us.pwc.com

Chief Investment Officer

Josh Goldfarb
+1 860 836 7470
joshua.goldfarb@us.pwc.com

Human Resources

Elaine Miller
+1 646 471 8359
elaine.m.miller@us.pwc.com

Ruth Philpott
+1 646 471 4456
ruth.g.philpott@us.pwc.com

Project Management Office

Elaine Miller
+1 646 471 8359
elaine.m.miller@us.pwc.com

Ruth Philpott
+1 646 471 4456
ruth.g.philpott@us.pwc.com

CEQ/Board of Directors

Denise Cutrone
+1 678 419 1990
denise.cutrone@us.pwc.com

Greg Galeaz
+1 617 530 6203
gregory.r.galeaz@us.pwc.com

Rich de Haan
+1 646 471 6491
richard.dehaan@us.pwc.com

Mary Helen Taylor
+1 646 471 8394
mary.helen.taylor@us.pwc.com

Henry Essert
+1 646 471 4400
henry.essert@us.pwc.com

Jamie Yoder
+1 312 298 3462
jamie.yoder@us.pwc.com
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shake-up to your
advantage
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Innovation Champions:
How CFOs can keep
companies vital

The new digital
ecosystem reality:
Nine trends rew ing
the rules of business

The New Digital
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Nine trends rewriting
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Hot Topic
G-SII: a new era of global
insurance regulation

Global Systemically
Important Insurers (G-SII)
—anew era of global
insurance regulation
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