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SOCIETY OF ACTUARIES
Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are
well-recognized and encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors
and other market participants.

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote
competition. There are both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law
pertaining to association activities. The Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are,
however, some activities that are illegal under all circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any
activity that could potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership
restrictions, product standardization or other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to
antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with
competitors and follow these guidelines:

* Do notdiscuss prices for services or products or anything else that might affect prices

* Do notdiscuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

* Do notspeak on behalf of the SOA or any of its committees unless specifically authorized to do so.

* Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.

e Do alert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.
Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide

an overview of prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal
agenda should be scrutinized carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.



Presentation Disclaimer

Presentations are intended for educational purposes only and do not replace
independent professional judgment. Statements of fact and opinions expressed are
those of the participants individually and, unless expressly stated to the contrary, are
not the opinion or position of the Society of Actuaries, its cosponsors or its
committees. The Society of Actuaries does not endorse or approve, and assumes no
responsibility for, the content, accuracy or completeness of the information
presented. Attendees should note that the sessions are audio-recorded and may be
published in various media, including print, audio and video formats without further
notice.




Effective controls
as part of a company’s risk management
and financial reporting process
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CON FIDENTIALITY Our clients’ industries are extremely competitive, and the maintenance of confidentiality with respect to our clients’ plans and data is critical. Oliver Wyman
rigorously applies internal confidentiality practices to protect the confidentiality of all client information.

Similarly, our industry is very competitive. We view our approaches and insights as proprietary and therefore look to our clients to protect our interests in our
proposals, presentations, methodologies and analytical techniques. Under no circumstances should this material be shared with any third party without the prior
written consent of Oliver Wyman.

© Oliver Wyman



“Best practice is to not make mistakes.”

~Erzhe’s boss



Effective controls are designed as part of a company’s risk management and financial reporting
process

 Involve key
stakeholders

 Living process

* Repeatable, flexible

Promote confidence » Collaborate, look

» Avoid rework :
beyond actuarial

« Enhance existing Ongoing improvement

Peer review instead of * Sr. management,

analytics ° ) .
_ “Review that “being managed” va_Iuatlon, moc_lelmg,
et , Risk, and auditors
would be done » Not just “ticking a box
|” .
anyways: » See the value in controls

© Oliver Wyman



QUALIFICATIONS, ASSUMPTIONS
AND LIMITING CONDITIONS

This report is for the exclusive use of the Oliver Wyman client named herein. This report is not intended for general circulation or publication, nor is it to be
reproduced, quoted or distributed for any purpose without the prior written permission of Oliver Wyman. There are no third party beneficiaries with respect to this
report, and Oliver Wyman does not accept any liability to any third party.

Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been independently verified, unless
otherwise expressly indicated. Public information and industry and statistical data are from sources we deem to be reliable; however, we make no representation as
to the accuracy or completeness of such information. The findings contained in this report may contain predictions based on current data and historical trends. Any
such predictions are subject to inherent risks and uncertainties. Oliver Wyman accepts no responsibility for actual results or future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date of this report. No obligation is assumed to revise this report to
reflect changes, events or conditions, which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in this report are the sole responsibility of the client. This report
does not represent investment advice nor does it provide an opinion regarding the fairness of any transaction to any and all parties.
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Case Study:
Elevated Control Initiative

« Valuation Objectives
« Driving Changes in How We Spend Our Time
* Elevated Control Initiative Background
« Action Taken
— Inventory of Controls
— Annuities Elevated Evidence Standard
» Benefits of Elevated Controls
» Creating Thresholds
e Testimonials
e Recognition of Efforts & Final Remarks

@ Prudential

Bring Your Challenges’




Produce reported
results
e Accurate, complete, and

timely results, subject to
materiality

Use valuation expertise
to drive business

outcomes

EXplaln r9p0rted e Identify and recommend

results options

e Anticipate and explain key e Influence regulations and
business drivers and coordinate cross-functional
implications responses

Evolution of Valuation
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«o leader of the pack/

7
Om behind the curve...



Inventory of
Controls

Developme
nt of
Elevated
Standard
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Enhanced
Evidence of
Manageme

nt Review



“Delegate- Reproducibili
able” ty

Efficiency

Self- The V- Powerball
Evidencing Factor* Protection

Clarity

* Vacation!!
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The Annuities Actuarial Team created an inventory of Annuities DAC
control processes in scope for enhanced evidence of management
review.



The Annuities Elevated Evidence Standard was defined to include the
following:

Clarify the Components of Management’s
Review

ldentify & Explain Outlier Results

State Management’s Conclusion

17



What am | expecting to see?
Set a threshold (Don’t panic!)
Explain All Outliers

Use an Algorithm.*

Avoid PDE’s and Be honest.

Cubic Splines Don’t overthink it / | Use the expectation

(where possible). | 3y0id lockup. & threshold as a
Consider entire ’E)eustt“teorsldentlfy

control framework.

Transparency is key.

* Culture-shift alert: Celebrate early adopters!
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Enhanced Risk
Management

3

Process
Improvement

Reduction in

Audit Reduction in
Walkthrough FACT Review
Time
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Trend_Resenves_Consolidated

2018-09
$in 000's 032018 | Q22018 | Q1-2018 | Q42017 | 32017 | Q22017 | Q12017 | Q4-2016 |
Implied Net Benefit Ratio (Locked) /
GMDB - AOI 2.4% 2.5% 2.8% 2.7% 3.0% 3.0% 5.3% 5.4%
GMIB - AOI 0.02% 0.0% 0.2% 0.4% 0.5% 0.5% 0.8% 0.8%
GMDB - GAAP 3.0% 3.1% 3.3% 3.1% 3.3% 3.5% 37%| / 3.7%
GMIB - GAAP 0.03% 0.0% 0.3% 0.4% 0.5% 0.6% 0.5% 0.5%
Implied interest rate /
GMDB 4.71% 4.76% 4.79% 4.80% 4.84% 4.88% :/84% .84%
GMIB Upper and lower 3.20% 3.24% 2.19% 1.86% 2.47% 1.62% .15% 5.12%
Threshold are setup /
Q3-201 2018 | 012018 | Q42017 | Q3-2017 | Q22017 |/ Q12027 |
Threshol - A
. . LS 0.5% 0.5%
Variance in Quarterly Trend Range: (1% of AOI/GAAP Revenue ~ $10M)
Implied Net Benefit Ratio:
GMDB - AOI -0.1% 0.2% 0.1% 0.3% -0.1% 2.2% -0.1%
GMIB - AQI 0.0% 0.2% -0.1% 0.2% 0.0% 0.3% 0.0%
GMDB - GAAP 0.1% 0.2% 0.1% 0.2% -0.2% 0.2% -0.1%
GMIB - GAAP 0.0% 0.2% -0.1% 0.2% -0.1% 0.1% 0.0%
o Threshold 1.5% 1.5%
Implied interest rate Range: (1% of AOI/GAAP Revenue ~ $10M)
GMDB 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
GMIB -0.04% 1.05% 0.33% -0.61% 0.86% -3.54% 0.03%

/| Threshold created

/ |based on the

magnitude of an error

Conditional
formatting is created
to highlight the
outliers

Newly created Section to
support Elevated Controls

This section shows the
variance between two
quarters
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Trend Analysis

		Trend_Reserves_Consolidated

		2018-09

																										2017

		$ in 000's		Q3-2018		Q2-2018		Q1-2018		Q4-2017		Q3-2017		Q2-2017		Q1-2017		Q4-2016								YTD





		Implied Net Benefit Ratio (Locked)

		 GMDB - AOI		2.4%		2.5%		2.8%		2.7%		3.0%		3.0%		5.3%		5.4%

		 GMIB - AOI		0.02%		0.0%		0.2%		0.4%		0.5%		0.5%		0.8%		0.8%

		 GMDB - GAAP		3.0%		3.1%		3.3%		3.1%		3.3%		3.5%		3.7%		3.7%

		 GMIB - GAAP		0.03%		0.0%		0.3%		0.4%		0.5%		0.6%		0.5%		0.5%



		Implied interest rate 

		GMDB		4.71%		4.76%		4.79%		4.80%		4.84%		4.88%		4.83%		4.84%

		GMIB		3.20%		3.24%		2.19%		1.86%		2.47%		1.62%		5.15%		5.12%



		Expected Net Benefit Ratio

		AOI BR from last Q - DB		2.4%

		AOI BR from last Q - IB		0.1%



		GAAP BR from last Q - DB		3.0%

		GAAP BR from last Q - IB		0.1%



				Q3-2018		Q2-2018		Q1-2018		Q4-2017		Q3-2017		Q2-2017		Q1-2017				Newly created Section to support Elevated Controls

		Variance in Quarterly Trend		Threshold Range: 		0.5%

Bhavna Gharia: 
Upper and lower Threshold are setup		-0.5%		(1% of AOI/GAAP Revenue ~ $10M)

Bhavna Gharia: Threshold created based on the magnitude of an error


		Implied Net Benefit Ratio:

		 GMDB - AOI 		-0.1%		-0.2%		0.1%		-0.3%		-0.1%		-2.2%

Bhavna Gharia: Conditional formatting is created to highlight the outliers
		

Bhavna Gharia: 
Upper and lower Threshold are setup				

Bhavna Gharia: Threshold created based on the magnitude of an error
						-0.1%				This section shows the variance between two quarters

		 GMIB - AOI		-0.0%		-0.2%		-0.1%		-0.2%		0.0%		-0.3%		-0.0%

		 GMDB - GAAP		-0.1%		-0.2%		0.1%		-0.2%		-0.2%		-0.2%		-0.1%

		 GMIB - GAAP		-0.0%		-0.2%		-0.1%		-0.2%		-0.1%		0.1%		-0.0%



		Implied interest rate		Threshold Range: 		1.5%		-1.5%		(1% of AOI/GAAP Revenue ~ $10M)

		GMDB		-0.0%		-0.0%		-0.0%		-0.0%		-0.0%		0.0%		-0.0%

		GMIB		-0.04%		1.05%		0.33%		-0.61%		0.86%		-3.54%		0.03%















		Source: Trend_Reserves_092018_Cons-12.5.18









Avg of 10 Qtrs

		2018-12

		AGP including VOBA & VOBA2003

		$ in 000's				Q4-2018		Q3-2018		Q2-2018		Q1-2018		Q4-2017		Q3-2017		Q2-2017		Q1-2017		Q4-2016		Q3-2016		Q2-2016

		AOI Gross Profit				760,000		800,000		810,000		820,000		830,000		810,000		760,000		710,000		750,000		700,000		680,000

		Quarterly AGP Variance				(40,000)		(10,000)		(10,000)		(10,000)		20,000		50,000		50,000		(40,000)		50,000		20,000

		Absolute value of Quarterly AGP Variance				40,000		10,000		10,000		10,000		20,000		50,000		50,000		40,000		50,000		20,000

		Threshold: Average of absolute value of past 10 Quarters						30,000

Bhavna Gharia: Threshold created based on the average absolute variance from the last ten quarters


		Threshold range				(30,000)		30,000






2018-12 |

AGP including VOBA & VOBA2003

$in 000's | Q4-2018 Q3-2018 Q2-2018 Q1-2018 Q4-2017 Q3-2017 Q2-2017 Q1-2017 Q4-2016 Q3-2016 Q2-2016
AOI Gross Profit 760,000 800,000 810,000 820,000 830,000 810,000 760,000 710,000 750,000 700,000 680,000
Quarterly AGP Variance (40,000) (10,000) (10,000) (10,000) 20,000 50,000 50,000 (40,000) 50,000 20,000
Absolute value of Quarterly AGP Variance 40,000 10,000 10,000 10,000 20,000 50,000 50,000 40,000 50,000 20,000

Threshold created
Threshold: Average of absolute value of past 10 Quarters 30,000 ' [pased on the average

absolute variance
Threshold range (30,000) 30,000 |from the last ten

quarters
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Trend Analysis

		Trend_Reserves_Consolidated

		2018-09

																										2017

		$ in 000's		Q3-2018		Q2-2018		Q1-2018		Q4-2017		Q3-2017		Q2-2017		Q1-2017		Q4-2016								YTD





		Implied Net Benefit Ratio (Locked)

		 GMDB - AOI		2.4%		2.5%		2.8%		2.7%		3.0%		3.0%		5.3%		5.4%

		 GMIB - AOI		0.02%		0.0%		0.2%		0.4%		0.5%		0.5%		0.8%		0.8%

		 GMDB - GAAP		3.0%		3.1%		3.3%		3.1%		3.3%		3.5%		3.7%		3.7%

		 GMIB - GAAP		0.03%		0.0%		0.3%		0.4%		0.5%		0.6%		0.5%		0.5%



		Implied interest rate 

		GMDB		4.71%		4.76%		4.79%		4.80%		4.84%		4.88%		4.83%		4.84%

		GMIB		3.20%		3.24%		2.19%		1.86%		2.47%		1.62%		5.15%		5.12%



		Expected Net Benefit Ratio

		AOI BR from last Q - DB		2.4%

		AOI BR from last Q - IB		0.1%



		GAAP BR from last Q - DB		3.0%

		GAAP BR from last Q - IB		0.1%



				Q3-2018		Q2-2018		Q1-2018		Q4-2017		Q3-2017		Q2-2017		Q1-2017				Newly created Section to support Elevated Controls

		Variance in Quarterly Trend		Threshold Range: 		0.5%

Bhavna Gharia: 
Upper and lower Threshold are setup		-0.5%		(1% of AOI/GAAP Revenue ~ $10M)

Bhavna Gharia: Threshold created based on the magnitude of an error


		Implied Net Benefit Ratio:

		 GMDB - AOI 		-0.1%		-0.2%		0.1%		-0.3%		-0.1%		-2.2%

Bhavna Gharia: Conditional formatting is created to highlight the outliers
		

Bhavna Gharia: 
Upper and lower Threshold are setup				

Bhavna Gharia: Threshold created based on the magnitude of an error
						-0.1%				This section shows the variance between two quarters

		 GMIB - AOI		-0.0%		-0.2%		-0.1%		-0.2%		0.0%		-0.3%		-0.0%

		 GMDB - GAAP		-0.1%		-0.2%		0.1%		-0.2%		-0.2%		-0.2%		-0.1%

		 GMIB - GAAP		-0.0%		-0.2%		-0.1%		-0.2%		-0.1%		0.1%		-0.0%



		Implied interest rate		Threshold Range: 		1.5%		-1.5%		(1% of AOI/GAAP Revenue ~ $10M)

		GMDB		-0.0%		-0.0%		-0.0%		-0.0%		-0.0%		0.0%		-0.0%

		GMIB		-0.04%		1.05%		0.33%		-0.61%		0.86%		-3.54%		0.03%















		Source: Trend_Reserves_092018_Cons-12.5.18









Avg of 10 Qtrs

		2018-12

		AGP including VOBA & VOBA2003

		$ in 000's				Q4-2018		Q3-2018		Q2-2018		Q1-2018		Q4-2017		Q3-2017		Q2-2017		Q1-2017		Q4-2016		Q3-2016		Q2-2016

		AOI Gross Profit				760,000		800,000		810,000		820,000		830,000		810,000		760,000		710,000		750,000		700,000		680,000

		Quarterly AGP Variance				(40,000)		(10,000)		(10,000)		(10,000)		20,000		50,000		50,000		(40,000)		50,000		20,000

		Absolute value of Quarterly AGP Variance				40,000		10,000		10,000		10,000		20,000		50,000		50,000		40,000		50,000		20,000

		Threshold: Average of absolute value of past 10 Quarters						30,000

Bhavna Gharia: Threshold created based on the average absolute variance from the last ten quarters


		Threshold range				(30,000)		30,000






“This type of elevated controls enables
our Valuation team to forecast the
market true-up and its components. This
aids us in the case of volatile markets,
when management is keen to obtain a
high-level picture of results early on.
Furthermore, our auditors didn’t need to
follow up with questions, thus saving
time.”

“Elevated Controls is helping us with the
oversight groups. The Elevated Controls in the
VIP AGP process is helping us strengthen our
relationship with Finance and FSS. FSS provides
us with some of the AGP data and Finance helps
review this data. However, Elevated Controls
helped highlight items that are very different
than expected and some of these items were not
caught by Finance. This helped bring tighter
controls to FSS and strengthen Finance’s review
and understanding of AGP items.”
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Discussion /
Q&A
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