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Background

20-years of experience in insurance consulting and
industry, with a focus on financial modeling for
annuities in a wide variety of contexts and pension
risk transfer

Pension risk transfer (PRT) pricing support

« As WTW’s PRT practice leader since 2020, worked
with the majority of the top US PRT market players,
spanning over 100 PRT cases in their efforts to
either enter or strengthen their position in the PRT
market

» Designed and customized advanced pricing models
tailored to client-specific needs, incorporating best
practices for cash flow validation to ensure
precision and reliability in pricing outcomes
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1 U.S. Market Momentum
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PRT Overview: Terms and Deal types

* PRT is the process of transferring the financial risk associated with a defined benefit (DB) pension plan from the plan sponsor to an insurer
+ Defined benefit plans are offered by employers to their employees and specify a pension payment (or lump sum) upon retirement

Plan sponsor Employer which maintains the pension plan
In-pays/retirees Plan participants receiving monthly payments

Deferred lives Plan participants who have not yet begun receiving monthly payments
* Actives — still employed with the plan sponsor

* Terminated vested — former employee who became vested (i.e., eligible to receive pension payments) before
employment terminated with the plan sponsor
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* There are two primary methods for PRT transactions: « Associated risks:
— Buy-in: the insurer assumes a portion of the plan's liabilities — Longevity — Interestrate
— Buy-out: the insurer assumes all of the plan's liabilities — Investment — Asset/liability
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Stakeholders 1in transactions

Consultant Selected for deal

Broker PRT pricing support
Advisor to the plan sponsor (if applicable)

Plan Sponsor Bidder 1

Company with the pension Direct writer of group
plan annuity

Fiduciary Reinsurer

Objective analysis adhering
to DOL IB 95-1*

PRT deal reinsurer
(if applicable)
Pensioners

Retired or deferred

*ERISA requires selection of the “safest available annuity”

The Department of Labor’s Interpretive Bulletin 95-1 (DOL IB 95-1):
* Quality and diversification of the insurer's investment portfolio
»  Size of the annuity provider relative to the contract

. Level of the provider's capital and surplus

»  Structure of the annuity contract and guarantees

* Availability of state guaranty association protections
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U.S. PRT: current direct writers and reinsurers

Direct PRT Writers PRT Reinsurers

Small Market
<$10M

Mid Market
$10M — $100M

Large Market Jumbo Market
$100M — $500M $500M+

American
National
Mutual of
America
Nationwide
OneAmerica
Pacific Life
Securian

TruStage
(CUNA)
Mutual of
Omaha
Sammons
Western-
Southern

Corebridge * Athene * Global Atlantic
Fidelity & * MetLife * Martello Re
Guaranty * Prudential Limited
Global Atlantic * Somerset Re
Legal & * RGA
General

MassMutual

New York Life

Principal

RGA
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PRT marketplace growth: 1991-2024

Transaction Volume ($B) — 1991 through 2024 Number of Transactions over $10M
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1991 — 2011 Source: Estimated LIMRA

* While 2024 saw a slight shift in premium due to Jumbo deals to additional premium transacted from in the Mid and Large segments
» The number of transactions was an all time high (highlighting the impact of jumbo deals on overall transaction volume)

* Market complexities continued to increase due to enhanced focus on plan terminations, complex obligations, and overall larger sized transactions
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PRT marketplace growth: 2025

Transaction Volume ($B) — 1991 through 2025 (3Q)
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» 2025 saw a large and noticeable pull back in the first half of the year, particularly in jumbo deals
« Second half is seeing an increase; Total year 2025 is expected to land around $35-$40B
« U.S PRT market: Thriving under pressure (?)
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Tailwind: Increases in funded status drives marketplace activity
Fund status = PV of assets/PV of liabilities

Distribution of Largest 100 Plan Sponsors by Funded Status

Plans over

100% Funded

Plan Sponsors over 100% Funded

* Completing PRT would allow release of

Material shift in funded surplus

position over past 4 years

R

Plans 80-100%
Funded

Plan Sponsors 80-100% Funded

¢ Cash contributions on the horizon (with
sensitivity to future interest rate conditions)

* Increasing levels of PBGC variable rate
a 1% premiums

Plans under
80% Funded

24%

12/31/2020 12/31/2024
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Funded status continues to be strong
2025 has seen additional increases in funded ratios

WTW Pension Index

Rising interest rates and Commentary:
130 equity markets have

Ingrszeen e MU e S2ie /\f - The WTW Pension Index tracks the performance of a
hypothetical pension plan invested in a 60% equity/40%

120
fixed income portfolio
1o 4 100% is fully _ _ _ _
funded — Asset levels increase when equity and fixed income

performance positive

] S B R P ! PR © i S S

— Liability levels increase when discount rates (derived from
yields on high quality corporate bonds) decrease

/’W *  While there has been some volatility in 2025, the year to date
in aggregate show greater increases in assets than in

VN MMM’\/W liabilities
" \"‘\_/f — Funded statuses continue to climb

G0 A

Funded level

a0 +

an r

2015 2016 207 203 204 2020 2021 2022 2023 2024 2025
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Other drivers

* Reducing balance sheet and earnings volatility
+ PBGC premiums (see right)

+ Transferring longevity risk

« Transferring interest rate and investment risk

* Reducing administrative burden

+ Eliminating operational and compliance risk

«  Simplifying corporate focus

* Preparing for full plan termination

« Favorable insurer pricing and market capacity

« Peer/industry pressure to de-risk
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Flat-rate premium for single-

employer plans $96 $101 $106
Variable-rate premium (VRP) per
$1,000 of unfunded vested 52 52 52
benefits

652 686 717



2 Legal Challenges
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U.S. PRT litigation overview

Lee et al. v. Verizon
Communications Inc. et al.*

Konya et al. v. Lockheed Martin
Corp.
Piercy et al. v. AT&T Inc. et al.
Camire et al. v. Alcoa USA Corp.,
et al.*

Bueno et al. v. General Electric
Company et al.

Dempsey et al. v. Verizon
Communications Inc. et al.

Doherty v. Bristol-Myers Squibb
Co. etal.

TBD

Standing versus Merit

Verizon Communications

Lockheed Martin

AT&T Inc.

Alcoa Corp.

General Electric

Verizon Communications

Bristol-Myers Squibb

IBM

Prudential Financial

Athene

Athene

Athene

Athene

Prudential Financial

Athene

Prudential Financial

NA

NA

NA

NA

NA

Reinsurance Group of
America (RGA)

NA

Unknown

« Standing indicates plaintiffs are deemed to have sufficiently alleged a potential injury

* Merit indicates a legal violation may have occurred
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2012

March 2024

March 2024

March 2024

July 2024

December 2024

January 2025

September 2025

Dismissed

Dismissed

October 2025: Dismissed on merits, though
standing was found

March 2025: Motion to dismiss was
granted for lack of standing

Judge in 2025 determined standing
sufficient to proceed
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Summary of litigation plaintiff arguments

Prohibited

Transactions

* Improper selection of insurers:
Insurers affiliated with private equity
firms or those with poor financial
ratings may constitute a prohibited
transaction.

+ Lack of competitive bidding:
Fiduciaries didn’t seek competitive
bids or failed to document why an
insurer was selected
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Breach of Fiduciary
Duty

+ Insufficient due diligence:

Fiduciaries failed to properly
evaluate the financial health,
regulatory oversight, and long-term
viability of the insurance companies

Failure to monitor post-transfer
risks: Fiduciaries didn’t adequately
account for loss of security through
ERISA

Conflicts of interest: Some suits
suggest that fiduciaries may have
prioritized corporate cost savings or
relationships with insurers over
participant welfare

Failure to Ensure
Equivalent Protections

* ERISA protections vanish:

Participants lose access to federal
insurance via the PBGC (Pension

Benefit Guaranty Corporation) and
fiduciary oversight

State insurance protections vary:
Fiduciaries didn’t ensure that state
guaranty associations would provide
comparable protection, especially in
states with low coverage caps or
limited funding

Misrepresentation or

Lack of Transparency

Participants weren’t properly
informed: Retirees may not have
been told about the loss of ERISA
protections or the financial risks
associated with the insurer

Disclosures were misleading or
incomplete: Communications may
have downplayed the risks or
overstated the security of the
annuity provider



Pensioner Protections: PBGC vs State Regulatory

Pension Benefit Guarantee Corporation Insurance svstem
(PBGC) y
. Federal guarantee for private-sector defined  State-based guarantee for annuity contracts
Type of protection . . . L
benefit pension plans via guaranty associations

Coverage trigger Plan termination with insufficient assets Insurance company insolvency

Driver of possible financial

differences in coverage for
Coverage limit (as Up to approximately $89,000/year at age 65  Typically, up to $250,000 in present value of I pensioners in the case of plan

of 2025) (single-life annuity) annuity benefits (varies by state) I SpoNsor or insurance company

Premiums paid by plan sponsors, investment  Funded by insurance industry assessments

Funding source . . . i
g income, recoveries from terminated plans within each state

PBGC only guarantees:

Consistent nati id limit d .
onsistent na |onV\:u|Z§overage mits an Coverage limits and rules vary by state » Benefits earned before the 5-
year “phase-in” window

Applies to ERISA-covered defined benefit plans Annuities issued by licensed life insurers » Benefits payable at normal
retirement age
Oversight el sapiey (FREE) State departments of |psgrance and - Benefits in approved annuity
guaranty associations forms

Post-transfer Does not apply after pension liabilities are Applies once pension obligations are
applicability transferred to an insurer assumed by an insurer

Uniformity
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Pensioner Protections: PBGC vs State Regulatory

A WTW study in conjunction with National
Organization of Life and Health Insurance lllustrative Examples Only

Guaranty Associations (NOLHGA) found: _ Promised PBGC State GA . .
SEEENE Benefit Guaranteed  Guaranteed HESE | SEIDT
« PBGC provided higher protection levels in
scenarios where pension plans had benefits High benefit ($10Kk) 10,000 7,432 1,389 74% 14%
below PBGC guaranty limits without recent
increases Moderate ($1k) 1,000 1,000 1,000 100%  100%
» State guaranty associations offered better Phase-in small benefit 1,200 1,100 1,200 92% 100%
protection when benefits either exceeded PBGC
limits or had recent increases (PBGC does not Early retiree + small subsidy 1,400 1,000 1,389 71% 99%
[ [ nkr
cover increases five years before bankruptcy) Early retiree + large subsidy 3,500 3,000 1,389 86% 40%
» Both frameworks are well established, effective Shasedn | - 5 000 3900 1389 - -
and supported by strong regulatory oversight ase-in farge benetl ’ ! ! ° °
and both systems would protect the vast Multiple contracts ($3k) 3,000 3,000 1,389 100%  46%

majority of participants for 100% of their
benefit payments
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Missed pension payments by insurance companies

* Nothing. None. Nada.

Insurance company insolvencies are rare:

NUMBER OF LIQUIDATIONS INVOLVING NOLHGA (1989-2024)
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3 Actuarial Implications
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VM-22 Impacts: PRT (Inpay)

Impacts are largely driven by moving to NAER discounting and deal mortality profile

Sample PRT inpay population reserve results as of December 31, 2024

Reserve . Discount % Change
RUN#  Methodology ~ Mortality Rate Reserve ¢ .om CARVM
1 CARVM CARVM Vphze;grib?d 552 4 N/A Moving from prescribed discount
~ec fales rates to NAER shows a significant
2 VM-22 CARVM NAER 517.9 -6% impact
3 VM-22 White Collar NAER 5554 1% ) )
VM-22 results differ widely
4 VM-22 Blue Collar NAER 475.7 -14% depending on mortality assumption

NAER discount impact will be driven by scenarios, asset portfolio, investment strategy, and
effectiveness of ALM
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PRT Risks

Risk Detail

b Longevity Risk: The core risk—retirees living longer than expected. Poor assumptions or limited experience data can lead to
E Insurance/Underwriting | underpricing

Anti-selection Risk: Adverse selection if plan sponsors offer a lump sum before transfer

Asset-Liability Mismatch: Misalignment between asset cash flows and annuity outflows, especially for long durations
% Investment/Asset Reinvestment Risk: Inability to reinvest at favorable rates due to falling interest rates or liquidity constraints
Spread Compression: Competitive pricing or a low-interest environment can erode investment margins
?ﬁg Data and System Readiness: Handling large in-force portfolios and quick timing requires robust actuarial models
é@ﬁ Operational Expertise and Resource Availability: Need staff able to interpret plan provisions, set assumptions, and adhere to

unpredictable pricing timelines

Deal Volume Decline: PRT activity is influenced by interest rates, equity markets, plan funded status, and regulatory

Market incentives. A decline in funded status or rising annuity pricing can sharply reduce sponsor demand.

ERISA Litigation Risk (Indirect): While less exposed than direct writers, reinsurers could still be impacted by lawsuits

Litigation involving deals they reinsured
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Disclaimer

WTW has prepared this material for general information purposes only and it should not be considered a substitute for specific professional advice. In particular, its
contents are not intended by WTW to be construed as the provision of investment, legal, accounting, tax or other professional advice or recommendations of any kind,
or to form the basis of any decision to do or to refrain from doing anything. As such, this material should not be relied upon for investment or other financial decisions
and no such decisions should be taken based on its contents without seeking specific advice.

This material is based on information available to WTW at the date of this material and takes no account of developments after that date. In preparing this material we
have relied upon data supplied to us or our affiliates by third parties. Whilst reasonable care has been taken to gauge the reliability of this data, we provide no
guarantee as to the accuracy or completeness of this data and WTW and its affiliates and their respective directors, officers and employees accept no responsibility and
will not be liable for any errors, omissions or misrepresentations by any third party in respect of such data.

This material may incorporate information and data made available by certain third parties, including (but not limited to): Bloomberg L.P.; CRSP; MSCI; FactSet; FTSE;
FTSE NAREIT; FTSE RAFI; Hedge Fund Research Inc.; ICE Benchmark Administration (LIBOR); JP Morgan; Markit Group Limited; Russell; and, Standard & Poor’s
Financial Services LLC (each a “Third Party”). Details of the disclaimers and/or attribution relating to each relevant Third Party can be found at this link
https://cms.willistowerswatson.com/en-GB/Notices/index-vendor-disclaimers.

This material may not be reproduced or distributed to any other party, whether in whole or in part, without WTW’s prior written permission, except as may be required by
law. In the absence of our express written agreement to the contrary, WTW and its affiliates and their respective directors, officers and employees accept no
responsibility and will not be liable for any consequences howsoever arising from any use of or reliance on this material or any of its contents.
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