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Organizations are navigating a digital future that is far more connected than the past. Insurance leaders
understand the need to modernize their finance function to help achieve growth and strategic objectives.
In doing so, this can enable organizations to develop a stronger, more efficient infrastructure and better
equip finance colleagues to deliver value through strategic direction and operational excellence across

the value chain.

The urgency of transformation is clear. As insurers start created across the entire insurance value chain. And with

to move into new areas and develop new business visibility of value drivers across all functions, the finance

models, leaders within the organizations are looking team should be well positioned to help drive enterprise-

to the finance function for insight and advice on how wide transformation.

to create and protect value, along with the continued

expectation to act as a reliable facilitator of regulatory Yet many insurance finance functions are still working

change and compliance. with legacy platforms accompanied by manual, complex
processes that require intervention. This has left finance

For example, organizations might create value by teams and systems under strain, battling to meet their

generating insurance and investment profit using reporting deadlines while looking at ways to add value to

available capital, or protecting value by managing risks the wider business.

and meeting ESG obligations. To support this, the
Finance team is responsible for quantifying the value

The finance landscape is changing rapidly

The need for an integrated approach to technology, data and people to drive business outcomes is becoming more important.

Modern digital enablers

Environment Information Automation Interaction Intelligence

Multi-cloud Ingestion, Digital process Harmonized Visualization,
networks, platforms normalization enablement and human-centered prediction, and
and security and integration optimization experience speed to action

Anomaly detection

External signals Process mining

_ Data management Workflow “ Al-enabled forecasts

literacy D2 fluency communication working & & proposition =

Data Digital @ Impactful % Ways of 2, Experiences i‘@ Value ﬁ

Continuous Touchless Speed of . Finance as Artificial Experience
. . . Big data y . . . .
cycles processing innovation a Service intelligence centricity

Insurance transformation: Modernizing the finance function | 2

© 2023 Copyright owned by one or more of the KPMG International entities. KPMG International entities provide no services to clients. All rights reserved.



to the business.”

BrendenTsang
Partner
KPMG in the UK

Many insurance CFOs and finance leaders have been
advocating for transformation for some time. Some
believed that the shift to meet the IASB® IFRS 17 Insurance
Contracts requirements might provide the wider opportunity
to modernize finance technologies, processes, and

models. However, organizations quickly found that the
effort required to translate and integrate a principles-based
standard into existing IT systems and processes had been
underestimated. And for many, focus quickly narrowed

to achieving compliance by meeting regulatory deadlines
and getting back to business as usual. The initial vision of a
transformed function was lost.

IFRS 17 hasn't been the only change — Insurers have had to
navigate other statutory and regulatory reporting challenges,
for example, Solvency Il reporting and US GAAP Long-
Duration Targeted Improvements (LDTI). CFOs can often list
numerous examples of transformation, modernization, and
simplification projects that they have undertaken over their
careers. However, few can point to one that delivered the
value expected.

A common reason for this can often be attributed to the
initial vision for change; having a clear view of what the
business wants to achieve, along with a breakdown of

areas requiring change which are then validated by key
stakeholders, including the finance function. Without this
clear target, expectations are unclear and teams are left with
insufficient understanding of the process and the changes
required to enable a successful transformation.

While there has been extensive change driven by regulatory compliance over recent
years, few programs have delivered significant value to the business. Transformation
starts with people, and insurers should look at how to bring teams and technology
together to develop a cohesive, enterprise-wide digital solution that can deliver value

Choosing the right time to transform

Undertaking a transformation project can be challenging

and complex. But insurance organizations now better
understand the requirements and areas of risk. Many “first
mover’ insurance organizations are already successfully
transforming key aspects of their finance functions. These
are organizations that — either due to regulatory deadlines or
competitive drive — have set their initial vision, understood
the transformation process and are now moving ahead.

Forinsurance organizations who see themselves as ‘fast
followers’ — those who quickly learn from the success of
others to rapidly adapt and transform — now is the time

to move. In part, this is because there are now a range

of tested models and approaches to successful finance
transformation. Complexities and increasing costs arising
from topics such as regulatory reporting and M&A also
demonstrate a need for change. Businesses can leverage
a number of existing accelerators and tools to take some of
the uncertainty and complexity out of the journey.

Many CFOs understand the power of data and are working
to align their transformation journey with the organization’s
overall business strategy, to get the investment and

support needed. And while there will likely be a number

of challenges to overcome, delivering a successful
transformation of the finance function can provide a number
of valuable outcomes to both the function and wider
organization in which it sits.



Value Better investor
creation relations

Better quality &
Timeliness of
information

Better skills &
capability

Benefits of finance
transformation

Better Ability to react
working capital to external
management factors

Better controls & Ability to identify
risk management opportunities for growth

As organizations review the processes required for a successful transition, it is important
to acknowledge the role that data — particularly the reliability and quality — can play. Not
only can these insights support transformation leaders in building a business case and
securing investment, but it can also enable the business to effectively monitor and manage
progress. And the finance function has traditionally been where leaders go for data.”

Martin Hoser

Global Insurance Finance Transformation
Lead and Partner

KPMG in Germany
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Key considerations
when getting started

Finance transformation should be people-centered, outcome-oriented and
technology-enabled. Here are three key considerations when getting started.
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Settingavisionfor change

Key components of a finance vision

Provide
forward-looking
analysis and
insights

Be a role model
for cost and
value
management
e.g. economies
of scale

Support
strategy
execution
and business
growth
outcomes

Business
imperatives
for Finance

Purpose
(example)

o7 Processes,

k&/‘:

Value
enablers

People &
organization

Real transformation does not happen in siloes. It is not
about solving a single regulatory problem or modernizing
a distinct process. The vision needs to be broader, more
impactful and consider wider considerations aligned with
business objectives.

Articulating a vision for the transformation is critical.

It can assist with driving and guiding the journey, to help
ensure the organization remains aligned and engaged
with the scope and governance of the project. At the
same time, setting a vision allows the function to get their
stakeholders (both leadership and those directly impacted)
on board with the case for change.

The vision should include the finance function’s purpose
and also consider the needs of the business, the value
enablers, and the business outcomes that the function
plans to achieve. Insurance CFOs and Finance leaders
should identify the problems they are trying to solve and
how they can provide better insights and value to all their
stakeholders, regulators, and investors. It is important to
then look at the full process and value chains to see how
the finance function can build that future state operating
model that delivers the value they want to provide.

It's important to ensure that the future finance vision is
closely aligned to the enterprise-wide strategy. It needs to
manage specific regulatory and stakeholder requirements,
as well as future expectations around evolving issues and
emerging trends. Aligning this with business objectives
also enables the transformation process to be segmented
into core themes or milestones to demonstrate progress
and value along the way.

For example, the finance function could embed its
enterprise-wide strategy by monitoring value creation and
protection. Insurers typically monitor key performance
indicators (KPIs) — such as things like operating profit,

controls and
governance

Drive
data-driven
decisions and
transition to
digital
platforms and
ecosystems

Deliver timely
and accurate
regulatory &
reporting
requirements,
including ESG

Develop a culture
of learning and
continuous
improvement —
focused on
stakeholder
needs

Ensure a
robust and
connected
performance
management
framework

To be a trusted and influential business partner, focused on value and stakeholder needs

new business profit and free surplus generation. From a
non-financial perspective, this might include minimizing
the Weighted Average Capital Intensity which measures
the intensity of CO2 emitted by funds the insurer is
invested in (Environmental), maximizing Transactional Net
Promoter Score measuring Customer Trust (Social), and
optimizing the top-up around corporate tax paid to comply
with the BEPS Pillar 2 minimum tax regime (Governance).

Finance can then help the business understand the value
drivers behind these KPIs and their impact. For example,
a life insurer demonstrates value through participating
products and annuities, which is largely driven by
investment returns, unit-linked products by margins

and customer numbers, and protection products by
underwriting profits.

For a general insurer, value may be driven by managing
loss, expense, and combined ratios, and by customer
numbers and fees for other services.

One way finance can deliver on that value is by developing
an integrated value driver tree across the business which
quantifies the dollar value created by a change in any
value driver. Traditionally this is a manual process, but by
leveraging technology and integrated data, Finance can
automate this and provide early indicators on the change
of drivers and the related financial impacts, along with any
regulatory requirements.

Effective analysis around value creation and protection
needs to be informed by forward-looking insights. This
requires Finance to leverage available data, technology
and enable talent to predict how the value drivers will
behave. This predicted value should be incorporated into
the multi-year plan, annual budget and rolling monthly
forecast, which strikes the optimal balance between
accuracy and agility.
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Although this understandably sounds daunting, this

is achievable with the appropriate investment in
technology and organizational capabilities. Actuarial
teams already project the expected value of each policy
(profit, capital, and risk), while Policy Administration
already records actual value arising from premiums,
claims and fees. Cloud computing also has enabled
large volumes of data to be processed economically,
and low/no-code technology has armed end-users
with the tools they need to tackle business problems.
Some insurance organizations may still need to play
catch-up on the investment made towards technology
in these areas, and should consider implementing in
a cloud-enabled, multi-basis Finance general ledger

and results.”

Jiaying Han
Senior Manager
KPMG in UK

and Actuarial model, event-based accounting rules
engine and integrated Finance and Actuarial policy data
store. This helps to ensure that value is measured in

a standardized way to achieve operational efficiencies
through automation and centralization.

Over and above core technology, it is also crucial for
insurers to attract, nurture and retain top talent. A
Finance function of the future will likely be characterized
as a cross-functional team that draw on their collective
Accounting, Actuarial, IT and data expertise to answer
key questions. In doing so, organizations are helping to
ringfence people and time for analytical insights required
to fuel growth, not just produce reports.

Finance is critical to developing an integrated driver tree across the business which
quantifies the value created by a change in any value driver. Not all drivers are equal —
Finance can help the business ascertain which drivers could have the most impact KPls
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Leveraging data to drive success

As insurance organizations think about their strategy and
ambition, consider the enterprise data requirements —
the information needed to deliver value, including the
traditional financial data. This will not only help to identify
priority areas and pain points across finance and the
wider business, but also potential areas of risk that need
additional attention, for example, rising expenses for
claims, or acquisition costs. Developing this data-led view
early on will provide a clearer view on progress.

Data is one way for Finance to unlock business
intelligence and deliver insights and value. Leaders should
consider how to create a 'single source of truth” around
other, increasingly important, non-financial data. This
includes not only how to find it, but also how teams can
integrate, analyze, disseminate, and use the information
available.

The key isn't just in controlling the data, but the ability to
standardize it. Consider creating a robust data governance
framework that helps all functions agree on a consistent

Is there a job for GenAl in the finance function?

definition around insurance topics such as products, cost

centers and activity types. When systems are aligned and
standardized, data can be available when needed, even if

it sits in other systems of record.

To enable this, consider how the new operating model
should look, and which long-term technology solution
could meet the demands of the business and potential
challenges to overcome.

Organizations should take
adata-led approach, using
these insights to inform the
transformation strategy and
developing the case study for
buy-in, and investment, from
the business.”

Megan Williams
Senior Manager
KPMG in Germany

Natural language generation capabilities are already being used to create Solvency and Financial Condition
regulatory reports, which are standardized and describe basic analytics such as whether risk thresholds are
adhered to, and how results compare against previous data. Al is also being trained to identify patterns and
trends in financial datasets that may indicate errors or anomalies.

Other finance functions are using Al to raise reporting queries, using a conversational prompt which is more
intuitive than building reports and requires much less time. Similarly, it is being used to provide the business
and finance professionals with accounting advice (“Hey ChatBot, | had a client meeting where we received

gifts. How do | account for that?”).

Ultimately, Al can help insurance companies improve the accuracy and speed of their financial reporting, which
can help them make better-informed decisions and improve their overall financial performance. In order to
harness the real power of GenAl, however, organizations need a modern technology stack, access to quality

data and an ability to integrate new technologies.
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|dentify routes to action and set conditions

for success

Finance leaders should also take the time to set the
foundations of good transformation. Don't underestimate
the importance of good change management supported
by open and continuous communication. A key
determining factor of success in transformation is

the ability to influence and bring senior stakeholders,
alongside the wider workforce, on the journey. Executive
support and buy-in will be critical to securing budget,
resources, and collaboration from the business. And the
more engaged finance professionals are in the project,
the more value the organization will get out of the
investment in the long run.

Finding the right talent in a competitive marketplace

Consider the types of skills and capabilities that will be
required. In part, this is about upskilling colleagues to
add value within the new operating model, in addition to
identifying new talent that understands the benefits that
the new technology can deliver to the organization, as
well as people who can bridge the gap between finance
technical skills and data/technology capabilities.

Talk to internal finance stakeholders about what they
expect from the finance function in the future. Assess
the internal capacity for transformation. Be mindful of
your organizational strategy and how it impacts your
finance customers.

IFRS 17 demonstrated the increased demand for “Accountaries” — people who can combine deep analytical
and interpretive powers with excellent communication skills to respond to the changing finance landscape. This
created a war for talent across insurers, which is still visible today.

Good transformation starts with people. Insurers should consider a diverse workforce, not only to meet regulatory
demands but also maintain a competitive advantage. A more modern workplace and technology environment can
also help to attract talent with new skills and capabilities.
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Driving effective change

Organizations should assess the internal capacity for transformation before starting out. Start
building out a roadmap of where you want to go and any mandatory deadlines you may face.

At agreed key milestones in the project, stop to check progress against the initial vision and
objectives set out, and remain aligned to the needs of the business. Use the initial data collected
and curated when developing the vision as a baseline for progress, and a guide to help ensure the
program remains on track.

To help make transformation manageable, consider breaking the journey up into smaller and more
achievable themes or tasks that contain individual KPIs for success. This can enable transformation
leaders to focus on areas of risk, plan for future phases and allocate resources appropriately
throughout the program. Consider scheduling cadence calls to provide transparency, regular
updates to the business and to keep colleagues accountable.

Questions to consider before undertaking finance transformation:

Does the current finance function operating model align with the needs of
the business and other stakeholders?

How can you streamline and automate finance processes to reduce manual
effort, increase accuracy and improve speed?

How are new technologies such as Cloud ERP, Al and data analytics
impacting the finance function, and would adopting these help to improve
finance operations?

Is finance talent being developed and retained through training, career
development and performance management?

Are financial controls and governance frameworks sufficient to ensure
ongoing compliance with regulations and mitigate risk?

Does the finance function have strong relationships with the business to
strengthen decision-making and drive business performance?

What lessons has your organization learned from either previous
transformation efforts, or from wider industry examples of embedding
transformation into the organization strategy?

The journey to finance transformation can be complex, but there
are platforms and tools available to help drive success. Having

a clear vision, segmenting this into achievable tasks and having
the right people — underpinned by technology — can help
insurers overcome some of the challenges along the way.”

Mark Longworth

Global Head of Insurance Consulting and Partner
KPMG in the UK
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KPMG

franstormation never
stops. Neither co we.

At KPMG we believe transformation Making a world of difference

starts with people. Our global network :
of experienced insurance professionals KPMG people can make all the difference

provides clients with deep industry on your transformation journey. Together
knowledge, actionable insights and we can help you to orient your business
implementation expertise, helping to around the customer, optimize functions for
realize the full potential of their people a new era, manage enterprise risk and

and technology, and working together to regulation for a safer future, rise to a new
achieve successful transformation. level of value creation, and create an
Because when people and technology environment for managing ongoing change.

are in harmony great things happen.
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