o8 Asset Liability Suite

Clear. Accurate. Responsive. Value for Money.
Asset Liability Suite is Willis Towers Watson’s defined benefit
pension fund management software
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Asset Liability Suite

Asset Liability Suite is Willis Towers Watson's defined benefit (DB) pension

fund management software.

Asset Liability Suite is a powerful, reliable modular
web-based software platform designed to support your
planning, monitoring, reporting and decision-making
needs. Whether you are a Trustee, Corporate Sponsor

or Investment Specialist, you are likely to be facing
increasing pressure to control the risks and costs of your
DB pension arrangements. Asset Liability Suite gives you
the management information tools you need to help you
achieve this and to run your DB pension scheme efficiently.

While the increased access to management information
that Asset Liability Suite provides can be transformational
for pension governance, it becomes even more powerful
when integrated with the expert interpretation, processes
and advice from Willis Towers Watson’s dedicated
consulting teams.

As the UK’s leading provider of pension services, Willis
Towers Watson has a wide and diverse client base, with
pension schemes ranging in size from a few million to tens
of billions of pounds. We work with our clients to develop
tailored and effective management solutions through

our consulting services, coupled with our market-leading
technology solutions within Asset Liability Suite.

How can Asset Liability Suite help you?

Governance: produces management information
quickly for Trustees, Corporate Sponsors and

Q Investment Specialists, in a dynamic and cost-effective
manner

Budgeting: produces input for corporate budgeting
easily

Stakeholder management: helps manage
discussions about cost and risk, illustrating the
impact of different market conditions and de-risking
strategies

Developing de-risking strategies: aids in developing
0 scheme-specific de-risking plans, including both

investment and settlement options

Implementing de-risking strategies: monitors
de-risking plans, including continually assessing

the attractiveness of bulk annuity transactions, and
prompts timely action in order to ensure opportunities
are not missed

Informing funding strategy: helps to develop
recovery plans that meet the objectives of Trustees,
Corporate Sponsors and Investment Specialists

Journey planning: supports strategic asset allocation
decisions by modelling where you are heading, what
you can do about it and what the risks are
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Highly accessible: allows you to monitor and plan
your pension scheme strategy and make informed
decisions on multiple devices through our easy-to-
use modular software system

222 companies with
n 281 schemes and

pension liabilities
n of around £500bn

track their schemes using
Asset Liability Suite.

-
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23% of the liabilities of

Pension Protection Fund
eligible DB schemes on a
buyout basis are tracked
in Asset Liability Suite.

This includes more than

50% of the top 10 UK
pension schemes.

Asset Liability Suite is used
by funds ranging in size,

» B . from £20m to £48bn.
[ ]

Around 40% of clients tracked
in Asset Liability Suite have

-—

assets <
£500m




Modeller Module

The Modeller Module allows
you to perform deep, interactive
asset liability modelling in order
to support your strategic
planning and asset allocation
decisions.

What-if Module

The What-if Module helps you
understand, interactively, the
sensitivity of your assets and
liabilities to changes in market
movements, assumptions and
scheme membership.

Triggers Module

The Triggers Module is a must-have
for when you need to make dynamic
market-based decisions, helping
you ensure that strategic
opportunities are not missed.

Bulk Annuity Module

The Bulk Annuity Module monitors
the affordability and attractiveness of
a bulk annuity transaction for your
scheme using live pricing information
provided by leading insurers, allowing
you to quickly identify opportunities to
reduce risk.
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Tracker Module

The Tracker Module, a key governance
tool, gives you direct access to the
daily asset and liability information,
which our consultants themselves use
to advise you on your funding position.

Risk Module

The Risk Module allows you, in an
intuitive and easy way, to identify
and manage the key financial and
demographic risks within your
scheme and to improve your overall
portfolio efficiency.

Projections Module

The Projections Module allows you to
determine whether your funding plan
is on track and explore the impact of
varying contribution patterns and
asset returns, making it invaluable
during valuation or journey planning
discussions.

Accounting Module

The Accounting Module (Channel) gives
you direct access to your key balance
sheet and P&L figures with its powerful
corporate governance and budgeting
capabilities. It also combines results for
schemes around the world, allows you to
model future scenarios and includes
on-demand disclosures.




Are you a

B

Corporate Sponsor?

Use Asset Liability Suite for risk planning and management, funding
and accounting purposes, as well as to support your engagement
with key stakeholders. Asset Liability Suite provides you with
up-to-date asset, liability and risk information on a daily basis.

f
Key benefits

Real time accounting

Access to up-to-date accounting balance sheet and
profit and loss (P&L) information, including on-demand
disclosures, in real time.

Cash planning

The ability to interactively explore how changes in
contributions or expected asset returns will affect your
funding plan.

Risk assessment
Understand and manage key financial and demographic
risks and their impact on your expected returns, funding
and journey plans.

De-risking assessment

The ability to continually assess the attractiveness of
transacting a bulk annuity contract or implementing other
de-risking options.

_J

“Asset Liability Suite enables us to track the financial
position of the various segregated sections within the
Plan both on the funding and accounting bases. With
Accounting (Channel) we can monitor the balance sheet
and projected pension expense position as we approach
the year-end which helps us manage expectations within
the Group. It also provides useful information arranged to
correspond to each reporting unit within our business.”

DHL

You will use:
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Trustee?

Use Asset Liability Suite to access the key funding
and risk information needed to manage your DB
pension assets and liabilities in real time. Additionally,
you can use Asset Liability Suite to inform your funding
and investment strategy decisions.

Investment specialist?

Use Asset Liability Suite to formulate your investment
strategy, track journey plans and identify risk management
opportunities in real time. Asset Liability Suite couples
your pension fund tracking with your risk modelling and
monitoring, to help you formulate and track your investment
risk management plan and journey plan, in order to meet your

Understand whether your funding plan is on track and
explore the impact of varying contribution patterns and
asset returns.

Funding assumptions

Explore the impact of changes in assumptions on scheme
funding so that you will have a clearer picture of your
position.

De-risking journey

Develop and implement de-risking journey plans that
enable you to set triggers signalling when to de-risk. If
your ultimate target is to buyout your liabilities, you can
continually assess the attractiveness of transacting a
bulk annuity contract to help you pick the right moment
to engage with insurers.

Risk assessment
Understand and manage key financial and demographic
risks and their impact on your expected returns,

funding and journey plans. )

ultimate scheme objectives.
( (
Key benefits Key benefits
Full visibility Robust modelling

Plan your journey towards your ultimate objectives
with robust and consistent asset liability modelling.

Strategy assessment

Assess different investment strategies against your
long-term objectives by modelling the likely range
of funding outcomes over time under different
assumptions and investment strategies.

Opportunity monitoring
Monitor when funding conditions are met and flag
opportunities — for example, to de-risk the scheme.

Risk assessment

Monitor key risk metrics and the expected
performance of assets over liabilities to check whether
your scheme remains within acceptable risk tolerances
and on course to meet long-term objectives under the
current strategy.

J

“Asset Liability Suite enables us to keep track of our
long-term journey plan in real time, allowing us to
address any opportunities or concerns that arise in
a timely way - significantly contributing to our overall
governance framework.”

Tesco Pension Trustees Limited

You will use:
MINEC NI
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“We use Asset Liability Suite to monitor the schemes’ funding
positions, which can now be obtained instantly. A key function
of Asset Liability Suite is to help measure progress against
the schemes’ journey plans - for example, the Triggers
Module plays an important part in this because it gives an
early alert for de-risking and investment strategy decisions
that may need to be taken. In addition, the Risk Module
supplements the regular reporting of key risk statistics.”

Lloyds Banking Group, Pensions Investment and
Finance Team

You will use:
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Tracker Module

The Tracker Module provides you with the asset and liability
information needed as the basis for managing your pension
scheme effectively. It provides daily valuations because
markets move and opportunities come and go on a
day-to-day basis, not just quarterly or at month end.

The Tracker Module is customisable and highly flexible,
allowing it to reflect the circumstances of your pension
arrangements and the specific needs of the Trustees,
the Corporate Sponsor and Investment Specialists. This
includes the ability to:

= Track one or more of your scheme-specific liability
measures, determined by what is important to you at
the time

= Track assets using your scheme’s specific asset
allocation, investment manager benchmarks and benefit/
contribution/expense cashflows

= See the assumptions underlying your liability measures
on a daily basis and understand how they change
over time

The Tracker Module provides a range of asset and liability

tracking options. This means you can choose the option
that best meets your needs:

6 willistowerswatson.com

The Tracker Module, a key governance tool, gives you direct access to daily
asset and liability information, which our consultants themselves use to advise ~N
you on your funding position.

= At its most powerful, the Tracker Module performs
daily valuations of your pension scheme liabilities using
very detailed cashflows derived from individual
member data.

= At an intermediate level, the Tracker Module can
be configured to track your liabilities based on the
characteristics of an existing set of cashflows for
your scheme.

= At its simplest, the Tracker Module can be configured
to track liabilities based on the valuation balance sheet,
duration and inflation sensitivities of your scheme.

The assets and liabilities within the Tracker Module can be
updated as frequently as needed based on asset values
from custodians and member data from administrators.

Funding plan

As Trustees, Corporate Sponsors or Investment Specialists,
you can map the funding position of your pension scheme
against your target funding plan. As well as providing
important governance information, this provides an indication
of future contribution requirements and supports discussions
around investment de-risking strategies.



Figure 6. The Tracker Module
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Risk Module

The Risk Module allows you, in an intuitive and easy way, to identify and manage
the key financial and demographic risks within your scheme and to improve your

overall portfolio efficiency.

The Risk Module facilitates a better understanding of the risks
being run in your arrangement, which allows you to effectively
monitor your risk management plan.

There has been an increasing focus on risk management over
recent years, supported by comments from the Pensions
Regulator suggesting that a greater awareness of scheme
risks is a key component of the management of defined
benefit pension schemes.

The Risk Module provides key risk management information
allowing you to answer questions such as:

= What risks are currently being taken?

= What level of return could you expect from your current
strategy?

= How have your risk levels changed over time?
= Where is your risk concentrated?
= How might changing asset allocation affect risk?

The Risk Module gives you access to daily updates of the
value at risk, tracking error and the expected ‘outperformance’

8 willistowerswatson.com
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of your portfolio over your liabilities. Together, these provide

a quantitative snapshot of the key financial and demographic
risks that you are running, as well as providing the context of
how they have changed over time and how they might change
under alternative asset allocations.

The intuitive and easy-to-understand results are built

on robust modelling that uses Willis Towers Watson’s
sophisticated investment models behind the scenes to
generate realistic scenarios, capturing the interactions of the
economic drivers of risk consistently across the asset and
liability side of the balance sheet.

This not only gives you an effective governance tool to
enhance your understanding of risk, but also a tool that can be
used to help prompt, support or challenge potential changes
in strategy. For example, the Risk Module is often used in
practice to give a high-level view of what risks are being taken
and how the magnitude of these risks compare, allowing you
to prioritise which risks you wish to tackle and helping you set
your risk agenda. For those with a de-risking plan, the Risk
Module, in conjunction with the Triggers Module, can assist
with assessing the risk and reward implications of de-risking
when an opportunity is flagged.



Figure 5. The Risk Module
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Projections Module \\\\\\\\\\

The Projections Module allows you to determine whether your funding plan
is on track and explore the impact of varying contribution patterns and asset ~
returns, making it invaluable during valuation or journey planning discussions.

The Projections Module allows you to understand how the For example, the Projections Module can help you to:
financial position of your scheme might develop in the future. It
can also be used to: = Set a recovery plan, allowing for variations in

contributions and asset returns
= Compare your financial position to scheme-specific

funding targets = Monitor recovery plan adequacy in preparation for
or during funding discussions, arming you with the
= Consider the impact of adding or removing contributions information you need for scheme funding negotiations

during your projection period
= Understand the implications of investment strategy

= |Investigate the link between your scheme’s funding changes for your future financial position and required
targets and the future rate of return needed from your level of contributions, allowing you to make more
assets informed decisions about investment strategy changes
The clear presentation, as well as the ability to vary key
parameters and see the impact immediately, makes the
Projections Module particularly helpful when used during
valuation or journey planning discussions.
|
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Figure 4. The Projections Module
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Accounting Module

Z

The Accounting Module (Channel) gives you direct access to your key balance

sheet and profit and loss (P&L) figures with its powerful corporate governance

+

and budgeting capabilities. It also combines results for schemes around the
world, allows you to model future scenarios and includes on-demand disclosures.

The Accounting Module presents up-to-date accounting
information via an easy-to-use and intuitive online platform.
Building upon the scheme-specific sophistication of the
Tracker Module, the Accounting Module delivers the
following features via Willis Towers Watson’s Cost and Risk
Management Channel:

= Daily updates of your P&L and balance sheet information
based upon emerging financial conditions

= Forecasts of your balance sheet and P&L position over
the next 10 years

= Flexible ‘what-if’ functionality that helps you explore the
potential impact of different economic scenarios

= The ability to model the impact of business-specific
future events (for example, plant closure or a reduction in
headcount)

= |Information about asset returns and assumption changes

to help you understand the changing position

= Figures based on the requirements of International,
UK and US GAAP, making allowance for local funding
regimes

= The ability to produce accounting disclosures and
downloadable reports on demand

12 willistowerswatson.com

If your business is multinational with many benefit schemes
across the world, the Cost and Risk Management Channel
can be extended to cover your group’s arrangements
globally. This enables your global headquarters to gain
oversight of their consolidated global benefits position and,
where needed, to drill down into the schemes in each region

or country.
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Bulk Annuity Module

The Bulk Annuity Module monitors the affordability and attractiveness of a bulk
annuity transaction for your scheme using live pricing information provided by

P

7
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leading insurers, allowing you to quickly identify opportunities to reduce risk.

The bulk annuity market provides attractive opportunities
for schemes to insure some or all of their liabilities. However,
knowing when to engage with insurers for quotations can be
challenging:

= Too soon: you risk wasting your time and money, coming
across as under-prepared and receiving little interest
from insurers.

= Too late: this can mean pricing opportunities have passed
by the time you are ready to transact or that you are at
the back of the queue for receiving pricing from insurers.

The Bulk Annuity Module delivers daily information on the
affordability of a bulk annuity transaction, covering some
or all of your liabilities, using detailed pricing information
provided by the main insurers in the bulk annuity market
and supplemented by our transactions team’s experience
of the pricing achieved on actual deals in the market. This
will give you confidence in the likely outcome of a quotation
process as well as the information you need to engage
with stakeholders and prepare a credible proposition with
which to approach the insurance market, ensuring you get
maximum attention and your transaction is prioritised.

14 willistowerswatson.com

The Bulk Annuity Module allows you to:

= View the price of a transaction against your liability
measures - including technical provisions, self-sufficiency
and a gilt-based measure

= View the price for a full buyout, pensioner buy-in or the
pricing of any subsets of the liabilities you are interested
in insuring

= Get a feel for how much appetite there is in the insurance
market for bulk annuity business

= Readily access the latest insights into the bulk annuity
and longevity hedging markets released by our
transactions experts

When the Bulk Annuity Module identifies an opportunity for
your scheme to transact, one of our transactions experts will
be on hand to guide you through the process. This team has
extensive experience in the market, having completed over
600 bulk annuity transactions ranging in size from £1 million
to £3 billion.



Figure 2. The Bulk Annuity Module
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Triggers Module

The Triggers Module is a must-have for when you need to make dynamic
market-based decisions, helping you ensure that strategic opportunities are not

missed.

The Triggers Module monitors, on a daily basis, the status
of decision points that have been defined by the Trustees,
the Corporate Sponsor or the Investment Specialists. The
system issues an email alert whenever a trigger changes
status, providing a prompt for action to ensure that issues
and opportunities are not missed.

The Triggers Module also offers considerable flexibility in

configuration, allowing you, as a Trustee, Corporate Sponsor

or Investment Specialist, to tailor the triggers to your
scheme’s specific circumstances and action plan.

The Triggers Module includes:

= Funding level triggers: used to identify when your
scheme is ahead of its journey plan and you may have an
opportunity to de-risk, or when your scheme is behind
its journey plan and you may wish to consider re-risking,
securing additional funding or revising your journey plan.

= Relative return and yield triggers: used to identify
when a switch between asset classes might be valuable
- for example, between equities and bonds, or between
corporate and sovereign bonds.

16 willistowerswatson.com
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= Duration triggers: used to identify when a change in the
profile of your matching assets may be attractive - for
example, following a change to the shape of the market
bond-yield curve.

You can develop the triggers you use as you evolve your
strategy over time, keeping you in control of the pace of
change but ensuring you capture opportunities.



Figure 7. The Triggers Module
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What-if Module
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The What-if Module helps you understand, interactively, the sensitivity of your
assets and liabilities to changes in market movements, assumptions and scheme

membership.

The What-if Module can be tailored to your scheme,
which means that you can more accurately model the

key variables that drive the financial position of your
arrangement, allowing for more effective decision making.

The What-if Module can be used for a variety of
purposes:

= The production of sensitivity information for regular
reporting

= The monitoring of the sensitivity of assets and liabilities
to changes in market conditions or financial shocks

= The exploration of the effect of adopting different
financial assumptions or, for example, what might
happen to your scheme as a result of raised levels of
transfer activity or the running of a liability management
exercise

18 willistowerswatson.com

The What-if Module also allows you to create ‘what-if’
scenarios, which can be stored for easy reference in
the future.

?



Figure 8. The What-if Module
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Modeller Module
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The Modeller Module allows you to perform deep, interactive asset liability

modelling in order to support your strategic planning and asset allocation

decisions.

The Modeller Module provides sophisticated and flexible
analytics for analysing risk, journey planning and supporting
portfolio construction. It is trusted by Willis Towers Watson’s
clients and internal investment professionals alike to support
decision making and provide professional advice. Clients with
their own internal investment functions or internal investment
expertise have found the module particularly valuable, as it has
enabled them to bring asset liability modelling in-house without
the considerable cost and risk of building their own models.

Like the Risk Module, the Modeller Module is powered by Willis
Towers Watson'’s sophisticated investment models, which
generate realistic distributions of economic quantities and
projected asset returns, capturing long- and short-term risks, as
well as extreme risks and tail events. It can capture the complex
interaction of your liabilities with the economic environment and
investment market, and also has the ability to capture caps,
floors and correlations within your asset portfolio.

The Modeller Module’s key feature is its ability to project
assets and liabilities over many years under a range of
economic scenarios, enabling the projection of a range of
outcomes and an assessment of their probability. Flexible
user-defined inputs (multiple bases, economic models, asset
allocations and contribution schedules) and flexible outputs
(including a full range of statistics on funding level, deficit,
asset returns and many more) mean the Modeller Module is

20 willistowerswatson.com

extremely flexible in its uses. For example, it can be used to
investigate:

= Journey planning

= Where is your scheme heading and what can you
do about it?

= What is the chance you will meet your objectives under
your current strategy or an alternative?

= Risk analysis

= What are the chances something could go wrong?

= ‘What if?’

= How robust is your portfolio to, changes in contributions,
changes in economic assumptions or economic shocks?

= Portfolio construction

= What are the risk and return trade-offs you need to
consider when constructing your portfolio?

Sophisticated liability modelling, combined with realistic and
market-consistent economic projections, captures extreme
risks and allows you to use the results from the Modeller
Module to change your strategic direction with confidence.



Figure 3. The Modeller Module
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About Willis Towers Watson

Willis Towers Watson (NASDAQ: WLTW) is a leading global advisory, broking and
solutions company that helps clients around the world turn risk into a path for
growth. With roots dating to 1828, Willis Towers Watson has over 40,000 employees
serving more than 140 countries. We design and deliver solutions that manage risk,
optimise benefits, cultivate talent, and expand the power of capital to protect and
strengthen institutions and individuals. Our unique perspective allows us to see

the critical intersections between talent, assets and ideas - the dynamic formula
that drives business performance. Together, we unlock potential. Learn more at

willistowerswatson.com.

Willis Towers Watson
51 Lime Street
London

EC3M 7DQ

Towers Watson Limited (trading as Willis Towers Watson) is authorised and
regulated by the Financial Conduct Authority in the UK.

The information in this publication is of general interest and guidance. Action

should not be taken on the basis of any article without seeking specific advice..
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