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The Future of Claims Transformation is Here

Decreasing
Claims Volume

Claims frequency will continue to
fall significantly in some lines,
but severity may increase in
others due to litigation.

20%

average decrease in claims losses
for P&C carriers in 2022*
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Digital

Hybrid and

Disruption

Consumer expectations for
seamless and omni-channel
experiences will continue
to grow.

$4.9B

estimated spend of the global
insurance market for technology
by 2025**

Aging Workforce

Hybrid working models and talent
retention will continue to drive
the need for updated claim
capabilities.

4 years

average tenure for a front-line
claims professional***

Sources:

*Business Insider, Business Insurance 2022
**Everest Group, Adoption Survey 2021
***Gartner



State of the Market: Industry Insights

» Personal Lines: The combined
ratio reached 110% in 2022,
marking the worst
performance in decades.

» Homeowners: The combined
ratio remained at 104.6%,
driven by two consecutive
years of insured losses from
catastrophes surpassing $100B.

» P&C Insurers: Should explore
technology and automation
initiatives to enable more
efficient claims intake and
adjudication processes that
allow claims staff to make
faster decisions.
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Combined ratios — US P&C insurers
(in %, 2018-22)

115%

110.1%
110%

101.3% 101.7%

99.4% 102.1%

95.2%

96.7%  96.9%

—— Commercial Lines

—— Personal Lines

US Top-10 P&C insurers — YoY growth in claims
losses and related expenses
(in %, 2018-22)

17.1%

Sources: Everest Group 2022 industry study




How Insurance Executives Have Changed the Conversation

CONVERSATIONS WITH INSURANCE
EXECUTIVES IN 2019 - 2022

Q >80% highlighted intent to upgrade core system/move
p) to cloud. Adopt a faster process to move apps to

|;| cloud—need roadmapping support on how to redesign

infrastructure microservices and containerization.

= >75% focused on digital experiences for their
Elek customers. Modernize the platform, become a
|TI consumer-savvy digital company.

>60% indicated underwriting and distribution as
biggest priorities for the next three years. Move to
cloud and explore new business lines, broadening
the number of use cases, and scale adoption.

>35% increased investment budgets for Al and data.
Investing in big data, digitization of business using Al

and DevOps.

= 4

N\

A

CONVERSATIONS WITH INSURANCE
EXECUTIVES IN 2022 - 2023

>60% indicated focus on realizing value from existing
investments. Improve KPI monitoring, hyper
automation and embed more predictive models into
core systems, enable more low touch claims.

>50% scaled investments in becoming a data-driven
enterprise. Scaling up of newer tech such as Al/ML,

building in-house data scientist data.

>50% highlighted claims efficiency as a priority area
for investment. Straight through claims processing,
innovation in digital engagement, and multichannel
communications on Al module.

>40% increased slowdown in large-scale investments.
Investments in newer products, newer features will

be more on smaller and focused scale.
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Sources: Everest Group 2022 industry study




How Insurance Executives are Investing in Transformations

The percentage breakdown below is out of 100%.

CLAIMS HANDLING
Improve the efficiency and quality of
claims handling

CLOUD-BASED PLATFORMS
Increase cloud-based system capabilities
through buy or enhance technology
initiatives

LOSS ADJUSTMENT EXPENSES
Lower loss adjustment expenses
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CUSTOMER EXPERIENCE
Enhance the overall experience of
customers throughout the claims cycle

OPERATING MODEL
Improve the efficiency of people,
processes, and technology across all
functions

IMPROVE DATA ACCURACY
Leverage ecosystem and unstructured
data to improve business monitoring

Source: Everest Group 2023 — based on analysis of 55 case studies on claims modernization by
P&C insurers between 2021 & 2022



Emerging Technologies Within the
Insurance Industry

» Predictive Models
» Robotics

» Generative Al

» Telematics

» Blockchain

» Drones

of U.S. customers will manage

80? relationships with businesses
O without human interaction by

2025.

Source: Gardner
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Robotics

Robotics is an enhanced capability that has rapidly gained acceptance and, for several years, has continued to

grow in claim organizations.

of insurers think robotics
have deployed is the most
robotics enabling
technology enterprise
today* technology®
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$3.6B

of global IT estimated size
service centers of the global
are actively robotics
pursuing robotics* market by
2025*

*Institute for Robotic Process Automation 2020, Everest Group, “Robotics is Transforming Business Process - Delivering Fast,

Accurate Service, and Improving Customer Experience.
**Everest Group, “Robotic Process Automation Adoption” Survey - October 30, 2021.



ON TECH: AL NEWSLETTER

Generative

Al: Where to }C!;:;"tg';,‘;?,"” UseA.L Chatbots Like  can ChatGPT be a doctor?

Large language models are already good at a wide variety of Asle Martin Apr 10,2023, 3:48 AM

1 ? as
Beg] n: e } ChatGPT: Your Al-Powered

Cryptocurrency Resource

. . . How Generative Al And
How ChatGPT is changing the job ChatGPT Are Shaping The (@ ©©

hiring process, from the HR Contact Center
department to coders ‘ e e o

PUBLISHED SAT, APR § 2023-40:00 AN BOT | UPDATED SAT, AP § DO23-1R08 Al UNDSANED 807 The Industrial Economy Greets
Kevin Travers, special to CNBC.com Genefa“ve A' With Opcn Arms

aas | wrowaten | ARG Melgence
OviB®

........ How to use ChatGPT to write code " = oo

) oy Can ChatGPT replace programmers? What programming
Here S HOW TO USQ AI lee languages does ChatGPT know? We answer these and your

ChatGPT And Bard—For Everyday other generative Al coding questions.
Tasks Like Creating A Budget,

E:lf:lg Airfare Or Planning Meals A college R e
written with the help of ChatGPT, report says

Beotrice Notar 1 400 AM a ¢
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How Insurers May Invest in Generative Al for Claims

G

Effective
summarization of
unstructured FNOL
notes to ask more

value-added questions

INTAKE
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SEGMENTATION

LOSS ESTIMATION

SETTLEMENT AND VENDORS

Communication of
settlements with the insured,
while automating payments
of vendor invoices

Enhanced automation
of new and existing
claims triage, based

on loss-specific details

Al that predicts
litigation and vendor
utilization based on

geography



Disruptors Across the Insurance Industry

"

Insurtechs

710 companies
with $5.2B in new
investments since

2015

—

M
1

Customer
Expectations

Insurers are being
compared to
customer’s best
digital experiences

Security

Cyber risk and data
protection
embedded into
everything
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Sood

Explosion
of Data

New data begets
new insights and
the need for
integration of
multiple systems

Market Trends

Inflation,
regulatory
pressures,

CAT activity

-

Future
Workforce

Gig economy,
Gen-Z, connected
Workplace




Industry Trends

» Claims frequency in relation to exposure will continue to fall
in many lines of business.

» Remote work has caused car accidents to decrease, but
litigation will likely increase—resulting in higher severity and
higher propensity of large verdicts.

» The use of sensors for monitoring homes and businesses is
proving to be effective in claims prevention and mitigation.

» Despite the long-term downward trend, there will be
increased volatility, with a likely increase in severity of
claims across a range of products, driven by different factors.
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Examples of Leading Claims Operating Platforms

Duck Creek
Technologies

yy' ,
[3 GUIDEWIRE L"' Majesco *

APPLIED salesforce

Epic

A

@ LexisNexis' @daimant@ FTNEOS




Customer Expectations

Customers expect you to deliver
a new ecosystem.

-_r

Evolve claims from reactive to proactive  Robust Self-Service : ﬂQEu‘I Connected Customers
engagement vehicles enabling new Ty

value propositions.

» More transparency

» Faster decision making

- 7. a
» Objective data they can trust Real-Time Digital ¢ Use of Sensors to
Analytics Claims 1A . Prevent Losses
Predictive Modeling Integrated Automation
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Enabled By New Technologies

Transform how claims are managed, and generate efficiencies across the value chain.

DIGITAL PORTALS CHATBOTS

Use of chatbots to
manage FNOL claims
will reduce employee
and efficiency costs.

Digital self-service will
simplify the FNOL
function and reduce
call center demand for
status updates.
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ROBOTICS

Robotics has the
greatest value for
insurers to link legacy
platforms/systems to
provide clear
customer value.

Al/MACHINE
LEARNING

Embedding Al/ML into
core claims platforms
allows for straight-
through processing
and provides greater
insight for claims
handlers to drive
decisions.

00000

IOT SENSORS

Embedding an loT
platform into core
technology is key to
automatically
receiving, analyzing,
and acting upon data
received from the
connected devices.

BLOCKCHAIN

Blockchain can be
used in a number of
claims solutions and

leads to better
distributions of claims
data across the value
chain.



The Claims Organization of the
Future

The future is leaner, higher-skilled, and proactive, which
includes:

» Robust digital channels to handle most low-complexity claims
(especially in personal lines)

» Corporate risk management’s increasing access to claims
portfolio and individual data

» Automated, rules-based processes to replace human handling
and intervention in less complex tasks -

» Fewer lower-skilled claims handlers, with a greater focus on
more complex adjusting skills —

» Hybrid work model, allowing for more availability and greater
productivity
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The Claims Professional of the
Future

The future is more analytical, data-driven and collaborative,
and claims leaders must be focused on:

>

vV v v v Vv
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Aligning claims strategy and proposition to the long-term
business goals

Shaping the claims proposition to specific customer segments
Investing in the operating model to support future capabilities
Facilitating access to the right data sets and analytics tools
Investing in people, teams, and skills

Exploring new partnership models




Financial Benefits and Employee Morale

The financial benefits can be significant and realized quickly, all while providing

increased employee job satisfaction and retention.

k‘ @ 7= R
FINANCIAL
BENEFITS Up to 60% 40-60% >50% 25% — 40%
less cost per claim than reduction in time improvement in reduction in overall
those manually processing queries and accuracy of claims- FTEs supporting claims
processed turn around related data
T G, 2 o
TR L o
EMPLOYEES 75% 90% 60% 30%
of employees want to believe robotics frees prefer not doing trouble prefer not doing routine
eliminate manual tasks them up to focus on ticket reporting and maintenance and
and automate more strategic tasks documentation troubleshooting
administrative functions
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Claims Transformation Through New Capabilities

To transform claims capabilities, carriers must be bold in considering emerging technologies and developing
new capabilities.

Experience Data and Workforce and Cybersecurity and
Design Analytics Culture Governance
Before implementing new Do not assess needs in a Validate capabilities and Ensure cyber and system
technology or automation silo. Assess your data and key performance security, as well as
capabilities, redesign and analytical needs across indicators needed to internal controls, are
validate your customer multiple functions (i.e. operate in a hybrid work updated and tested
experiences. underwriting, actuarial, environment. frequently for compliance
claims). and quality.
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Questions
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About BDO USA

At BDO, our purpose is helping people thrive, every day. Together, we are focused on delivering exceptional and sustainable outcomes—for
our people, our clients, and our communities. Across the U.S., and in over 160 countries through our global organization, BDO professionals
provide assurance, tax, and advisory services for a diverse range of clients. ‘ \

BDO is the brand name for the BDO network and for each of the BDO Member Firms. BDO is the brand name for the BDO network and for -l
each of the BDO Member Firms. BDO USA, P.C., a Virginia professional corporation, is the U.S. member of BDO International Limited, a UK
company limited by guarantee, and forms part of the international BDO network of independent member firms.www.bdo.com

This document contains information that is proprietary and confidential to BDO USA, P.C., the disclosure
benefit to competitors offering similar services. Thus, this document may not be disclosed, us dupli
to permit you to evaluate BDO to determine whether to engage BDO. If no contract is awar.?
be returned to BDO or destroyed. o
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