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Introduction

In the context of financial services, Transformation is an oft-maligned buzzword. However, if
you overcome the initial feelings of cynicism that it may generate, Transformation is an exciting
activity — an entity takes its existing processes, structures and supporting tools, and through a
targeted, concerted effort, replaces them with something better.

&

Success requires those engaged to ensure
This article sets out a standalone view the following exist:

of what strong transformation practices
should look like from an actuarial / ~" .

perspective. Leveraging KPMG's insights ¥ Clarity of testing
into transformation projects undertaken by \ / purpose, and, most

actuarial teams, we: importantly

e consider end-to-end actuarial processes Disciplined
- \I process A credible
transition path

explore why transformation programmes design,
p Yy prog from today’s

process to the

Realistic

succeed or fail when insurers attempt to
redesign data flows, assumption setting,

| -
modelling, validation and reporting under _\ ’ Explicit :Iteast:ed future
real-world delivery pressure. ’R ownership, .
In this article, our central premise is that
actuarial transformation should not be treated O~

as a narrow exercise-such as one focusing

o
i ) i / \
on implementing new technologies or o & O controls,
documentation. Ultimately, it is a question % o

about the right operating model.

Robust




Executive summary

Actuarial teams are being asked to do more
than ever.They must continue to deliver
trusted financial and regulatory outputs,
support broader business insight, respond
to increased scrutiny from governance
stakeholders and do so through processes
that are increasingly integrated with
finance, risk, technology and enterprise data
environments. In that context, actuarial
transformation is no longer simply about
making the applicable process faster - it is

about making the process more resilient, more

easily repeated, more easily defended, and
increasing the ability to explain results.

The issue we often observe is that, whilst many
programmes are launched with a clear vision of the
desired target state, often those programmes lack
discipline around the route to get there. Important
feasibility assumptions remain untested. Scope drifts
as teams absorb issues that originate elsewhere in the
organisation. Data ownership is blurred. Methodology
decisions continue to evolve while solutions are being
built. Testing is compressed. New processes are

expected to support live reporting before they are mature.

The result is often not a dramatic project failure but
something more damaging: a slow erosion of confidence
in the ability to achieve the aims, or in the ultimate
transformed process itself.

A stronger approach starts with the purpose of the
process, not the tools. It maps the existing actuarial
process end to end and examines each step for
dependencies, control points, bottlenecks, ownership
and evidence requirements. It distinguishes between
methodology design and technology implementation. It
defines the role of source data owners. It aligns testing
effort to the consequence of failure. It also recognises
that, where critical reporting outputs are at stake, the
transition path—including parallel runs, fallback options
and explicit use of workarounds—matters as much as the
target state itself.

This paper explores these themes in detail and sets out a
practical point of view for insurers seeking to modernise
the actuarial function. The ambition is not just operational
efficiency — it is to help firms create an end-to-end
actuarial process that can withstand pressure, support
challenge, and generate outputs that management,
auditors, regulators and the actuarial team itself can rely
upon.
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Actuarial transformation
IS no longer simply about
making the applicable
process faster
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Why does an end-to-end “actuarial
process” perspective matter?

The expression “actuarial process” is sometimes used too narrowly. In many organisations, it is
taken to refer to the model run, the final actuarial report or the calculation of a particular reserve
metric. That framing is too limited for transformation purposes. Consideration of a holistic end-
to-end actuarial process includes the activities and dependencies that determine whether the
eventual output is reliable. That means that consideration is given to, without being exhaustive:

The source How assumptions How models How results What remediation or
data required; are determined are operated; feed internal and feedback loop exists after
and evidenced; external reporting; each reporting cycle.

O
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How extracts are How calculation How outputs The governance
produced and methodologies are checked and steps and approvals
controlled; are documented; explained; required, and

This broader lens is important because, within a transformation project, operational problems do not necessarily
arise in the actuarial calculations themselves. They arise in hand-offs, ambiguities and ownership gaps between
functions. Examples include challenges that arise because of:

A O O

—
Data - where data arrives Reconciliations - where Methodology - where Governance - where a
later than expected, orin a the legacy process cannot tools are built or partially project steering group
different format, or where be explained with enough developed before the expects a milestone to have
the meaning of data fields precision to support a fair methodology is settled and been met, whereas the
is unclear or poorly defined;  reconciliation to a new agreed. delivery team believes the
process. tooling is still in testing.

Looking at the process end to end makes these issues visible and allows the business to address them systematically
rather than treating them as one-off frustrations.
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What should be inscope for
transformation?

An insurer seeking to modernise its actuarial process should be explicit about which process
elements are in scope and which are not. In our experience, at a minimum, the design should
cover the following:

the source data

required;
how extracts are
produced and
controlled;
~
DESIGN how assumptions
LAYERS are determined and
evidenced;
(7] 7
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o how calculation
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E documented;
— 7
=z )
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=T operated;
s |
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(e ]
=L \
how outputs are
I:I|]I:If| checked and
TIT explained;
7
= how results feed internal
A and external reporting;
~
the governance steps
and approvals required,
and
7
N
what remediation or
feedback loop exists after
each reporting cycle.

Being clear on scope is important because transformation often becomes unstable when a programme quietly absorbs
unresolved issues from elsewhere in the organisation. For example, if a project to improve experience analysis ends up
owning broad data remediation across administration systems, the practical shape of the work has changed materially
even if the project name has not. Strong scope setting does not mean ignoring enterprise issues — rather, it means
surfacing them clearly so that sponsorship, budget, ownership and timelines reflect the actual work required.
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Summary ohservations and leading practice

Clarity of
purpose

Process
mapping and
decomposition

Upfront
assumptions

Scope and
responsibility

Data ownership
and extract
controls

Methodology
before
technology

Testing and
deployment
discipline

Reconciliation
strategy

Leadership and
communication

Continuous
improvement
and resilience

Define the exact purpose of the process before
redesign begins. Distinguish clearly between
processes designed to support live reporting,
assumption setting, validation, management
insight or scenario analysis.

Map the full process, then break each stage into
its component steps, control points, owners,
inputs, outputs, dependencies and evidence
requirements.

Document the assumptions on which the
transformation depends and test the assumptions
that could derail delivery if wrong—for example,
assumptions about data availability, legacy
understanding or transferability of methodology.

Set clear operational boundaries around what
the transformation is meant to deliver, who is
taking responsibility for the specific workstreams
and issues, and which adjacent issues require
separate sponsorship or workstreams.

Require source data owners to maintain

field specifications, controlled extract logic,
attestations over completeness and accuracy,
and an escalation route where data cannot be
produced as required.

Ensure policy and methodology questions

are sufficiently mature before build activity
accelerates, while involving technology early
enough that architecture, environment and control
implications are understood.

Match the intensity of testing to the consequence
of failure. Where outputs are critical, complete
robust testing before live use and use parallel
runs where they are needed to protect delivery.

Agree early whether reconciliation to legacy
outputs is intended to validate methodology,
reproduce old results, explain expected
differences or provide comfort to governance
stakeholders.

Use clear executive sponsorship and precise
working-level communication to explain the
direction of travel, delivery status, dependencies
and unresolved issues.

Treat transformation as the creation of a better
operating discipline rather than a one-off change
event. Introduce post-cycle reviews, escalation of
recurring pain points and a structured roadmap for
further refinement.

Different purposes justify different levels of control,
approximation, documentation and review. WWhen
the purpose is blurred, teams may take or seek to
optimise steps that do not materially improve the
outcome the business actually wants to achieve.

Detailed mapping is not administrative overhead. It
is how firms identify bottlenecks, duplicated effort,
hidden manual interventions and steps that exist
only because upstream weaknesses have never
been addressed.

Transformation often becomes fragile when
important assumptions remain implicit. Once
timelines harden, untested assumptions turn into
expensive surprises.

Scope discipline protects credibility. Without

it, programmes quietly absorb enterprise

problems through actuarial effort, which weakens
accountability and clouds the definition of success.

Actuarial teams need the right to challenge data
and define fitness for purpose, but they cannot
sustainably own data, or data production, where
this data is sourced from systems operated
elsewhere in the organisation.

A recurring source of failure is to build a solution
around unstable design assumptions. That typically
leads to structural rework, stakeholder confusion
and misalignment between technical outputs and
business expectations.

A process that is still proving itself should not be
treated as production-ready simply because the
calendar demands it. Testing pressure often leads
to premature acceptance of results that would not
otherwise pass scrutiny.

Reconciliation consumes time rapidly when legacy
processes are poorly documented. Without a clear
objective, teams can spend disproportionate effort
chasing comparability that is neither feasible nor
decision-useful.

Ambiguous language damages control quality.

It creates false confidence, drives inconsistent
interpretation and increases the risk that key
stakeholders act on a different understanding of
what has actually been completed at a given date.

The strongest actuarial processes are neither static
nor in constant state of flux or development.

They combine dependable delivery with a
disciplined mechanism for learning and improving
over time.



Detailed Insights

ACTUARIAL TRANSFORMATION: KEY LESSONS

Purpose should drive design choices

The first design question in an actuarial
transformation should be: what is this process
intended to achieve, and what level of reliance will
the business place upon it? That question sounds
obvious, but it is often not asked, or answered,
with sufficient precision. For example, a process
used to support exploratory management analysis
may tolerate proxy methods, rapid iteration and
lighter governance. A process feeding statutory
reporting or acting as the basis for assumption
recommendations usually requires more formal
evidence, challenge and control.

Where purpose is unclear, teams often inherit
complexity from the existing process rather than
designing from first principles. They continue to
perform reconciliations because they have always
been done, preserve intermediary outputs because
users are accustomed to them, or automate steps
that do not materially increase confidence in the
final result. Clarity of purpose helps distinguish what
is structurally important from what may just be a
historical habit. It also makes it easier to explain to
stakeholders why some process features must be
strengthened while others can be amalgamated,
simplified or retired.

Process maps should reveal practical realities,
not just sequence

A useful end-to-end process map should allow a
reviewer to understand how the process behaves
under pressure. It should show where hand-offs
occur, which steps depend on other teams, which
activities are control points, what evidence is
produced, where manual interventions occur, and
which activities are on the critical path. It should also
make visible whether work can be brought forward
legitimately or whether the organisation is simply
compressing timelines without changing underlying
capability.

These distinctions matter

Acceleration is sustainable when prerequisites

can genuinely be satisfied earlier in the cycle—for
example, where data can be provided sooner,
assumptions finalised earlier, or where review
packs are standardised. Compression is different

— this means that users expect the same steps to
take less time, or to take place at an earlier date,
just because the deadline moved. Compression
without capability improvements is a common
source of control failure, quality deterioration and,
unfortunately, increasing levels of disengagement
amongst employees. A detailed process map is one
of the best tools available for distinguishing between
the two.

Data quality - an operating model issue, not
just a technical issue

Poor data affects more than the accuracy of actuarial
results. It changes how the entire process must
operate. Teams spend time locating information,
confirming field definitions, investigating breaks,
designing workarounds and explaining movements
that originate in data weakness rather than
underlying business experience. In effect, weak
data shifts actuarial effort away from analysis and
judgment toward troubleshooting and remediation.

That is why mature actuarial transformation needs
more than a broad commitment to “better data’ It
needs named data owners, extract specifications,
controlled production processes, evidence

of completeness and accuracy, and a shared
understanding of which data sets support which
actuarial uses. Data used in assumption setting,
validation of technical provisions, capital modelling
and disclosure preparation may not be extracted
from the same systems or judged by identical
standards. Treating data as one monolithic topic can
obscure the specific remedies required.



Methodology and technology - move in step,
but not at the same speed

Actuarial transformation often requires

both methodological choices and technical
implementation. The challenge is that these two
streams do not mature at exactly the same pace.
If the technology build starts too late, delivery
becomes compressed and environments may not
be ready. If it starts too early, the build can get
anchored around design assumptions that later
change. The answer is not to separate the streams
entirely. It is to manage their interaction more
consciously.

In practical terms, firms should distinguish
between foundational questions that must be
settled early—such as the core methodology, the
required granularity of outputs or the logic that
will drive key controls—and secondary questions
that can evolve without derailing the build. That
requires explicit governance over design maturity.
It also requires open, ongoing communication
with stakeholders about what is fixed and certain,
what is provisional and what may trigger rework.
In our view, programmes that do this well are less
likely to discover, late within the delivery process,
that different groups had fundamentally different
assumptions about the target solution.

Testing - designed around intended reliance

Testing is sometimes treated as a generic project
phase, but a more useful way to think about it is in
terms of intended reliance. If management, auditors
or regulators will rely on a transformed process

to support material decisions or disclosures, the
testing evidence needs to reflect that level of
consequence. This involves more than technical

unit testing - it includes data flow testing,
methodological validation, evidence of control
operation, clarity over residual limitations and
confidence that outputs can be produced repeatably
under realistic timelines.

It is also essential to distinguish between a process
that can produce a plausible result once and a
process that can operate dependably in a business-
as-usual environment. The first may satisfy a project
milestone; the second is what the organisation
ultimately needs. For this reason, parallel running of
processes is often justified where critical outputs
are involved. Whilst it can appear inefficient, it
provides flexibility, protects reporting, and forces
the organisation to confront differences while there
is still time to respond. The key question should

not be about whether parallel runs is a good use of
resource - it should be whether the business can
tolerate the consequences of not having it.

Reconciliation requires a defined business
objective

Asking a new process to reconcile to an old one

is intuitive, but the exercise can become counter-
productive if the organisation has not first agreed on
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what it is trying to prove. Sometimes the aim is to
demonstrate that the new methodology is sound.
Sometimes it is to show that differences versus
the prior approach are understood. Sometimes
the aim is political: to reassure committees that,
although the new results are different, the old
results weren't wrong. Each objective may justify
a different scope of reconciliation and a different
threshold for what counts as success.

This becomes especially important where

legacy processes are poorly documented, poorly
understood or conceptually different from the new
approach. In such cases, exact reconciliation of
results may be impossible or potentially misleading.
A more effective strategy is to define what needs
to reconcile at a high level, what differences are
expected because of intentional design change,
and where explanation is sufficient in place of
replication. Without that discipline, teams can
spend disproportionate time interrogating the past
rather than building confidence in the future state.

Governance includes ownership of decisions,
gaps and limitations

Governance is often discussed in terms of
committees and approvals, but its practical value
lies in clarifying who can make which decisions and
who must own unresolved issues. In an actuarial
transformation, that includes who has authority over
methodology, who can accept a workaround, who
owns closure of a data gap, who decides whether

a result is sufficiently reliable for internal use,

and who is accountable for deciding whether the
process is ready to support live reporting.

This has particular significance for senior leadership,
as a disciplined transformation needs both
challenge and ownership.

Communication quality is part of the control
environment

Transformation work depends heavily on
interpretation. Teams are constantly sharing status
updates, describing progress, clarifying whether
controls are completed, explaining limitations and
signalling where risks remain. If this communication
is imprecise, it can have operational consequences.
A stakeholder may assume that testing is complete
when only a template has been finalized; a steering
group may interpret an interim result as a governed
output. Teams may rely on different definitions of
what “done” means.

For that reason, communication should be
considered part of the control framework. Executive
communication should explain the strategic
direction and the reasons for change. Working-level
communication should be explicit about what has
and has not been completed, what assumptions
remain open and what dependencies could still
disrupt the timeline. Good communication does

not remove delivery risk, but it reduced it, through
reduction in the risk of avoidable misunderstanding.
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What this means for the actuarial
target operating model

A strong actuarial target operating model should define more than organisational structure.

It should describe the end-to-end process, identify data and methodology owners, distinguish
between build and run responsibilities, explain how validation and challenge will operate, and
set out how change will be introduced without undermining existing reporting obligations.

It should also state where judgment sits and how limitations are escalated.

Insurers that succeed in this area are usually disciplined in a few consistent ways. They invest time upfront to reduce
uncertainty later. They are willing to document and challenge assumptions before major delivery commitments

are made. They separate enterprise issues from actuarial responsibilities rather than letting all problems collapse

into one project. They are explicit about what must be tested before reliance is placed on a new process. And they
recognise that sustainable transformation depends not only on technical design but on ownership, sequencing
and operational realism.

How KPMG GanHelp

6 g KPMG supports insurers across the
1

full lifecycle of actuarial transformation.
We help clients define the purpose

of the actuarial process, map it end

to end, identify control weaknesses,
clarify dependencies and redesign

the operating model around practical
delivery realities. We also support

data ownership frameworks, extract
and control design, methodology and
assumption governance, reconciliation

strategy, validation framework design,
testing and deployment planning, and
the transition from project mode into

business-as-usual.

Our approach is deliberately cross-
functional. We work across actuarial,
finance, risk, technology and operations
because the quality of the actuarial
process depends on how these
components fit together in practice.
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