Long Duration Targeted
Improvements (LDTI) -
The path to successtul
implementation

Presentation by Ailen Okharedia

May 13, 2019




Agenda

Key takeaways from the recent PwC LDTI survey
Multi-phased approach to implementation

Technical accounting decision making process

Systems and Data implications

Leverage tools and accelerators for Systems & Data work

ok wbdh =

LDTI - The path to successful implementation May 13, 2019
PwC 2



Key Takeaways (1 of 5)
14

Virtually all companies favor a delay of
the implementation deadline for Long
Duration Targeted Improvements. The
most common reasons are more time for
testing and dry-runs, minimizing the use of
temporary implementation solutions and
concerns about the time it takes system
vendors to develop their solutions



Key Takeaways (2 of 5)
14

Implementation is seen as
challenging. 87% of those surveyed
consider the timeline as challenging,
61% even as extremely challenging.
Over 70% see actuarial processes as
well as systems and communication of
impacts to investors as challenging



Key Takeaways (3 of 5)
4

60% of the companies
now expect more
work than they did
when the standard was
issued in August 2018.



Key Takeaways (4 of 5)
14

About 60% of companies still
have a compliance focus in
general. This is a decrease from
August 2018

where 75% responded with a
compliance focus.



Key Takeaways (5 of 5)
14

The most interesting areas for
modernization are actuarial models
(50%) and actuarial process (55%).
30% of companies now see data as a
strategic modernization opportunity
compared to only 10% in the

2018 survey



Multi-phased approach to implementation (1 of 2)

A multi-phased approach to implementation is ideal to ensure a well-organized and structured path

to implementation.

Scoping / o
Assessment Mobilization

Project Management, Risk Management, Change Control, Audit Sign-Off

Implementation

Transition

Ensuring Consistent Application of Implementation and Communication

Stakeholder Management, Communication, Team Building, Skills and Knowledge Transfer
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Multi-phased approach to implementation (2 of 2)

8 - 10 weeks 3 - 6 months 18 - 24 months 3 - 6 months
Phase 2 - Implement Phase 3 - Transition
. Initial Policy Paper / Finalized Accounting and .
6 gl By Working Assumptions Actuarial Documentation DL Clorsgieret: [Nenml
Designed, Built, and
@Initial Impact Assessments Il;g()c?rfeg{l;?fs Tested Solution Against Deployed Solution
Functional Design
High-Level Business Controls Impacts and -,
Requirements Documentation (IR o (D 15210
[

Initial IT Architecture / TR B e

Design / System Selection

Assumptions Governance

Implementation Roadmap Framework

Key Activities / Outcomes

Investor Relations and
Auditor Engagement

Phase 2 Accelerators @ Phase 3 Accelerators

S0

@ Phase 1 Accelerators Phase 1.5 Accelerators

Tools

Ongoing Support — Project Management & Change Management

Communications,
Training, Education

Governance Model, Cumulative Proiect Plans Change Management
Processes, and Tools ) Strategy and Engagement
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What are firms doing now?

Example of immediate focus areas following the Phase 1 impact assessment work are highlighted below.

Governance:
Determine governance
structure and agree upon
overall priorities.
Develop a detailed plan
and roadmap to support
execution of LDTI
project.
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LDTI Financial
Statements: Mock-up
financial statements to
include new financial
statement line items and
required disclosures to
develop business
requirements for data,
process and systems.

Financial modeling:
Extend current financial
to provide a high-level
holistic financial impact
assessment leveraging
working assumptions on
accounting elections and
alternative scenarios.

Education &
Awareness: Develop a

plan to build expertise and

educate others in the

organization on the impact

of the new standard in a
way relevant to their role.
Focus on Board education
and initial investor
communications.

Actuarial platform
strategy: Develop a
strategy to meet LDTI
requirements across
actuarial platforms and
perform initial pilots

Accounting policy
decisions:

Review accounting
decisions identified in the
initial gap assessment and
develop working
assumptions to be tested
through additional financial
modelling.

Systems & data
design:

Perform a detailed
system and data design
that presents the target
state solution that can
meet LDTI
requirements.
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Technical accounting decision making process (1 of 2)

Project Sponsor

|

Steering Committee

|

Program Mgmt Office Project Leadership

Technical Review
Committee

IT/Systems Authorities

Core Project Teams

BU 2 BU 3 Finance & Actuarial
Accounting

People & Processes/Change Management

Note: This is intended to be illustrative and may be tailored to an organization based on an organization’s special circumstances

LDTI - The path to successful implementation May 13, 2019
PwC 11



Technical accounting decision making process (2 of 2)

The following are identified key execution risks from impact assessment work performed to date:

Transition method decision

Unit of Account, Best
Estimate Assumptions, etc.

Liability for Future Policy

Benefits

Various MRB topics for
consideration

Market Risk Benefits

Grouped vs. Individual,
Amortization base, etc.

Deferred Acquisition Costs

Level of aggregation, line
items, etc

Source, Interpolation &
Discount Rate Extrapolatlon and Interest
accretion method, ete.

Whether to update to Single
A rate, etc.

Ceded vs Assumed
Reinsurance Reinsurance, MRBs, etc.
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Presentation & Disclosure

Claim Reserves

Accounting Topic
Group:

Representatives
from Finance,
Actuarial and
Technical
Accounting to
analyze specific
FASB LDTI topic

Technical
Committee

Reviews and
approves
recommendations on
working assumptions
from Accounting
Topic Group

External auditor
engagement

Engagement with
external auditors for
soft sign-off,
particularly on
significant areas of
judgment

Steering
Committee:

Signs-off from
Steering
Committee for
technical
accounting with
significant strategic
or financial impacts
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System and Data implications

End to End Architecture with multiple systems interactions that needs to be considered while designing a “Right-Size”
solution compliant with LDTI guidance

ISource data

Availability of data attributes for
purposes required and impact of
data (gaps and quality) on
statements and measurement
Impacts to processes (if any)
Impact to existing, or development
of new extracts

Staging and ability to normalize
data across BUs

Timing and downstream target (if
any changes)

Integration

External / other systems data

Availability of any other data
points required

Impacts to processes (if any)
Impact of data (gaps and quality)

on statements and measurement |,
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Tools- - timeliness, governance and frequency of data delivery

!

Data
Warehouse and
—P>aggregation

e Determination of
data attribute and
layout changes

e Normalization of
new data
—» elements across
BUs to feed
models

e Calculation /
derived field
creation to
address potential
data gaps

Integration
Tools- - timeliness, governance and frequency of data delivery

Y

v

Actuarial and risk applications

Valuation

Re-write of valuation models
Validation and regression testing of
models

Transition valuation completion

Pricing

Projections
e Re-write of projection models
e Testing and data mapping inflows and
outflows
e Timing of monthly/qtrly process

Scenario Generation

| Actuarial Future State Repositories
(Potential)

\ 4

A

Finance Systems

Corporate Systems

Changes required to accounting rules and sub-ledgers

Creation of new reports for analysis
Mapping and timing of new data

5

A 4

Reporting, KPIs and Analytics

Creation of new reports for analysis
Mapping and timing of new data
Testing of new reports

High Impact Medium Impact Low or No Impact | |Undetermined

13
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Financial Reporting Data Gap Analyzer

Datg Element Inventory

Financial Reporting Data Gap Analyzer -
Allows users to understand and analyze the disclosure I e———
requirements related to LDTI. Data elements and

mapping to disclosure tables can be customized for a
client’s specific architecture.

Who is it for?

+ = eCopyofFile ~ @ Overview justrati tems Architecture ~ @ LDTI Tabs—> - | @ LDTI Disclosure Data Inventory - | 8 ASU20181: ¢

As this is primarily used for mapping data sources into
illustrative disclosure tables, members of IT are intended .

., . . : 1131;?1;22 Gaefg;tling & CoA Data Gaps Accelerator
target audience. Finance and Actuarial teams may also - T 8
benefit from participating in the mapping.

(am)

Category
(am

944 Section Ref
(am

What else does the Data Gap Analyzer do?
 Provides a listing of the data elements that are needed

to fulfill financial statement disclosure requirements. s = mmcs §

« Maps where the data typically comes from and which
disclosure requirement(s) the data elements help to - - -
fulfill. i e "

« The data element listing has been paired with data pwe — —
visualization technology to allow dynamic analysis and ™ =
drill-down capabilities.
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Chart of Accounts Accelerator

Chart of Accounts (CoA) Accelerator T

Allows users to understand and analyze an illustrative set =« = N I i
of required accounts for each disclosure requirement set e ‘ —
out in LDTI. Accounts can then be customized to meet an

insurer’s specific account structure.

EEEER88EEER88Y

Who is it for?

Primary users of this accelerator will likely be in the
Accounting function. IT may also find this useful for
mapping out updates to account structures.

expected future benefits

BREEE

Cover Instructions to Make Copy of File @ Disclaimer @ Overview Comment log 8 IFRS 17 & LDTI CoA @ CountryandP ¢

Chart of Accounts (CoA) Accelerator
LDTI and IFRS 17

Underlying Product

What else can the CoA Accelerator do? [o—
« Provides a listing of all potential accounts needed to 4& "
account for LDTI.

 Accounts can be linked to an insurer’s product using
the optional product template embedded within the
workbook.

« Tables within the CoA accelerator have been paired
with data visualization technology to allow dynamic

analysis and drill-down capabilities.

Suggested location for Data Storage

The CoA Accelerator
tool r

Strictly private and confidential
Draft
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Data Dictionary & Lineage Analyzer

Data Dictionary & Lineage Analyzer

Allows users to understand and analyze data elements related to
LDTI. Users can drill into all inputs for a given data element aswell — - S
as explore relevant information about the element, including output f
system of record, input source, and LDTI definition of each element.

pwe

Who is it for?

This tool is primarily used to understand characteristics of key data
elements and is intended to be used by members of Finance, IT,
and/or Actuarial.

What else can the Data Dictionary & Lineage Analyzer do?

« Filter data into meaningful groupings to understand the volume
and complexity of data elements necessary for a desired
disclosure requirement or product type. =

« Trace new required E2E through the technology architecture,
identifying data elements relating to specific guidance.

« Read simple element definitions to help facilitate stronger
communication throughout cross functional teams.
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