L
O
bl
©
v
2]
)

(ad




It's undeniable; the pandemic has
proven that digital is no longer
exclusively for the disruptors. Every
enterprise must embark on a digital
transformation journey if it hopes to
compete in the post-pandemic world.
While some life insurance and annuities
(L&A, herein referred to as the 'Life
Business') carriers will be unable to
adapt to change at the pace required,
the ambitious ones are pivoting their
business models, creating entirely new
customer experiences driven by new
digital technologies. But there's a
significant relationship between digital
and data: Digital is data, which means
carriers must first address their data
challenges. The insurance industry has
data in abundance, but as it refocuses

Exhibit 1

toward meaningfully redesigning
operational processes to become more
data-driven, crushing data silos will be a
critical component of success.

To help us understand this better, we
connected with several of EXL's Life
Business clients to discuss their digital
transformation challenges, how the
pandemic impacted them, and their
goals for becoming data-driven carriers
in the post-pandemic economy. One
key theme emerged: the Life Business
has a data problem. Our research
supports that theme, finding that
deficiency in overall data quality ranked
as a leading inhibitor of digital
transformation initiatives for insurance
carriers (Exhibit 1).
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Deficiency in data quality emerged as a leading inhibitor for insurers’ digital

transformation objectives

Q: What is the top inhibitor holding you back from achieving your digital transformation objectives?

(Insurance focus)

Initiatives are siloed or piecemeal

Deficiency in overall data quality

Need more scale to achieve objectives

Risk and compliance concerns

Uncertainty about the financial investment needed

Lack of inhouse talent we don't have the skills we need

Lack of quantifiable benefits/inability to build strong...

Ineffective change management practices
Nonstandard or incomplete end to end processes
We don't know where to start or what to prioritize
Lack of senior management mandate and vision
Inability to change corporate culture

Negative impact on employees

Sample: Global 2000 insurance executives, n = 36
Source: HFS Research, 2021
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Like many old industries, Life Business
carriers have no shortage of historical
datag, but it is hidden or “dark data” that
lies across a fragmented legacy
platform landscape. This means carriers
must now seek to create structured
data upstream to successfully digitize
their operations, as illustrated by EXL's
Al:OS future state concept. Exhibit 2
outlines the how the AL:OS contrasts the
Human:OS to create the right data to
elevate the value of labor and
overcome the data silo restrictions.

Many insurers that struggle to harness
the true power of their data can take on
data modernization as the backbone of
other transformation capability builds.
These downstream capabilities include
Digital Platforms — like OneOffice, or
upstream capabilities like EXL's
conversational Al platform Exelia.AI™,
data ingestion solutions like EXL's

Exhibit 2

Xtrakto.A™ — and Analytics modeling
solutions across domains. What's more,
the modernization effort can run in
tandem with implementing these
solutions. The data models and stores
created (centrolizeol, federated, hybrid,
etc.) are then ready to enable the
downstream ecosystem of toals,
platforms and applications.

Through our interviews with EXL's Life
Business clients, we found that while
each had slightly different digital
transformation priorities, the role of data
was a pivotal one to get them there. In
the following sections, we will focus on
efficient operations, new risk models and
customer/distributor experiences. We
will explore data-driven digital
transformation coming to life for Life
Business carriers in partnership with EXL.

EXL's data-driven future state for clients, Al:OS digital backbone
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—— EFFICIENT OPERATIONS

The HFS OneOffice mindset resonates with Life Business
carriers, with key goals around driving new efficiencies in

their operations

Exhibit 1 reminded us that data quality is
a major challenge for insurers. Along
with this, to make meaningful use of
unstructured data, one of the biggest
challenges for “dato-driven operations.”
How do you get there when most of your
operational data resides in handwritten
notes, emails, and faxes? The HFS
OneOffice is our version of what digital
transformation looks like in action
(Exhibit 2). At its core, OneOffice is about

Exhibit 3

aligning the front and back offices to
create seamless customer and
employee experiences while driving
down operating costs by digitalizing
your core infrastructure. It's a mindset
shift that resonates well in the Life
Business and particularly with EXL's
clients in the space—they explained to
us that closer internal alignment to a
“OneOffice” is a critical operational goal
of their digital transformation initiatives.

The pandemic is driving Life Business insurance carriers closer to the HFS OneOffice

Employee Experience 1/ -~

DIGITAL INFRASTRUCTURE
- Digitization and Automation of Processes
- Cloudification and Security
« Unification of Data

AUGMENTED WORKFORCE
« Autonomous, Agile Mindset
@) « Inclusive, Digital Mindset
LY - Aligned Outcomes
- LEAN and Design Thinking

ANTICIPATORY INSIGHTS
« Predictive Analytics
- Al Orchestrated Processes
- Machine Learning

Source: HFS Research, 2021
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— HFS sees EXL making strategic bets in “Connected One-

Enterprise” in achieving the Insurance OneOffice.

Since its inception in 1999, EXL has been
heavily focused on building out
insurance vertical solutions in the front,
middle and back office. While the
industry initially demanded point and
functional solutions, EXL has placed
strategic bets in addressing data-
based challenges to break down these
operational silos, outlined in Exhibit 3,
and is helping its clients to become
data-driven by redesigning and
transforming data exchange and flows
to move from legacy to data-driven
future state. And these bets are starting
to pay off.

All of EXL's clients confessed that they
knew they needed better data
unification before adopting the

Exhibit 4

OneOffice mindset. One client explained
this perfectly; they told us that their
consumer products until recently were
heavily reliant on physically posting
crucial documents, and upon their
return, manually reviewing and
processing them—an inefficient and
time-consuming method of servicing
customers. As the carriers’ customer
demographics changed, it realized that
it needed to enhance digital servicing
efforts. In particular, the carrier wanted
better integration of the front and back
offices to digitize its mailroom for
straight-through processing, which
would allow customers to understand
where their applications and other
forms were at any given time.

Breaking data silos with seamless ‘connected data flows’ for differentiated speed in
achieving customer experience, outcomes and efficiency
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This Life Business carrier understood the intelligently process these documents,

benefits that automation could provide structuring the data and allowing the
but could not adopt it due to the carrier to bring automation to its
unstructured nature of the data it was muailroom with RPA and BPM tools and
processing, which was often driving it closer to that OneOffice sweet
handwritten and made it difficult to use spot. Since then, EXL has developed a
most rules-based automation tools. This purpose-built solution for this challenge,
is where EXL came in to help; to remove Xtrakto.Al™, an Al/NLP-powered content
this roadblock, the service provider extraction solution that will help its
helped the carrier leverage multiple clients tackle their unstructured data
technologies, including OCR and natural challenges.

language processing (NLP), to

Exhibit 5

EXL hopes its Xtrakto.AI™ stack will help clients tackle their unstructured data
challenges

EXL Xtrakto.AI™ stack orchestrates Al, Cloud and Automation with humans-in-the-loop
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— NEW RISK MODELS AND DATA-DRIVEN UNDERWRITING

As the global economy shifts, Life Business carriers must
adapt their risk models, and embracing data-driven

underwriting is the way forward

Our previous research has pointed out
that for many carriers, the underwriting
process is critically inefficient. Poor data
management leaves underwriters with
partial and incorrect information, forcing
them to spend time working on
spreadsheet data rather than focusing
on value-adding tasks. Clearly, this is yet
another area where improved data
practices would allow Life Business
carriers to fully unleash digital
transformation in their business, and it's
something that EXL has recognized. To
help clients tackle these challenges, EXL
developed the “One Enterprise”
methodology mentioned in the first
section, which will create data flows
between insurers operations and
underwriters.

Exhibit 6

EXL's LifePRO™ and LDS offering, an
administrative platform that supports
the entire policy administration lifecycle
for life, annuity, and health insurance
products, now has an upgraded stack
with EXL's Xtrakto.AI™, Automated
Underwriting, and ML/Al integrations built
in. The success of these initiatives relies
heavily on the quality of the data they
use. We've all heard about “garbage in,
garbage out,” which is why EXL has
focused on the entire value chain.
Clients tied to existing systems can
deploy the modules separately to help
clients intelligently process their data.

EXL’s LifePRO + LDS Platform is an end-to-end platform to deliver business insights

eApp Customer Experience Layer

—’

EXL’s
LifePRO™ + LDS

Platform

End-to-end

B |

API Services Layer + EXL XTRAKTO.AI™

Data Driven Underwriting Rule Set

ML/ Al Models and Algorithms

data platform Business Intelligence/ Data Mart

to deliver
business insights

Source: EXL, 2021
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Beyond the accelerated underwriting on
EXL's LifePRO™ + LDS offering, EXL has
been working to remove underwriting
bottlenecks for clients. For example,
assembling data across medical,
financial, demographic, and wearable
data providers plus marketing,
distribution, claims, and actuarial
functions creates a foundation for the
underwriting and operations teams to
communicate seamlessly and in real-
time. It brings with it a host of immediate
benefits—faster decision making,

enhanced fraud detection, and better
pricing decisions, to name just a few—all
of which were never previously linked
from a data perspective for most
carriers. These are just the short-term
impacts; long-term, it will allow Life
Business carriers to adopt a range of
new products that take advantage of
new risk paradigms, including health
and wellness-oriented plays that place
the customer at the heart of the product
strategy.

CUSTOMER AND DISTRIBUTOR EXPERIENCE

Life Business carriers are betting on a data-driven
improvement in customer and distributor experience to
maximize retention and drive top-line growth

A critical component of the OneOffice
mindset is the customer experience.
Customer experience is the very pulse of
every enterprise, and it plays a key role
in nurturing customer loyalty, making it a
critical driver of top-line growth. Despite
this, Life Business carriers have
traditionally functioned with limited
customer interaction; the age-old
adage of life insurance is that this is a
product sold, not bought, and people
often don't think of annuities until later in
life. Life Business carriers are traditionally
low touch, often only interacting with
their customers in two events: retirement
and death. However, EXL's clients told us
of their ambition to change this,
leveraging a combination of digital
technologies to play a bigger role in the
overall health and wellness of their
customers and involving themselves in
key milestones such as the purchase of
a house or the birth of a child.
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Ultimately, an enhanced focus on
customer experience will separate the
winners from losers in the Life Business,
particularly because it's a large
contributor to top-line growth—and the
pandemic has made that more
important than ever. To delve deeper
into how EXL's clients are approaching
customer experience, we asked them to
outline some of their recent initiatives,
and, unsurprisingly, data is at the core of
their strategy:

+ Transition to data-driven
underwriting: The underwriting
process impacts cycle time and the
hoops the customer has to climb
through. Deploying EXL's automated
underwriting platform (EXL's LifePRO™
and LDS offering) with built-in rules for



fast underwriting is a key enabler for
clients. The engine’s end-to-end
tracking of applicant data to
applying ML algorithms for auto-
decisions is now part of the offering.
Many EXL clients are also delving into
the historical “dark” data archives
using EXL data and modeling
resources to create custom risk
scores to speed up the underwriting
process and deliver a better
customer experience.

Focus on customer experience
throughout the policy: Driving top-
line growth is a priority for Life
Business carriers, but they have
historically struggled to develop an
inspiring customer experience due to
their low-touch business model. In
fact, Life Business customers rarely
interact with their carriers throughout
their policy, except for the occasional
address change or renewal
conversation. Several EXL clients are
hoping to adopt the service provider's
data-driven methodology to
enhance their customer experience,
helping them achieve their goal of
driving top-line growth through better
customer retention and addressing
multiple pain points across life
insurance, annuities, and retirement
products. One executive summarized
the goal succinctly, stating, “At the
core of our digital strategy is
simplicity... for our customers, that
should result in simplicity throughout
our processes. Whether or not we get
there through investments on the
front end or transformations on a lot
of the heritage in our backend, we'll
figure out in next two years!”

© 2021, HFS Research

Digital self-serve to encourage
retention: One Life Business carrier
explained it has worked with EXL to
automate simpler tasks using
structured data, and it is now looking
to leverage its unstructured data to
create a digital self-service platform
for its customers. As one client
shared, “Transaction deflection is an
important piece of our digital
transformation strategy. Customers
prefer to work online, and we need to
enable that to improve retention,
giving them more choices in how
their policies and billing are set up.”
Transaction deflection would allow
customers to independently handle
basic administrative tasks such as
purchasing new products, changing
addresses, and updating
beneficiaries. It would enhance their
experience, encourage customer
retention, and potentially prompt
them to increase their spending with
the carrier.

Creating a holistic view of customers’
needs to drive cross-sell: Another of
EXL's Life Business clients told us that it
is looking to increase cross-selling in
its business to aid top-line growth. Its
view of implementing a strong data
management strategy coupled with
advanced data analytics to achieve
this goal is increasingly becoming a
ubiquitous theme across the industry.
The carrier explained that it is working
closely with EXL to standardize data,
which will enable better customer
insights across its entire business,
rather than maintaining the current
siloed approach. The enhanced
capability to identify and close sales
opportunities with existing customers



and prospects alike leverages the
leading combination of data,
analytics, and digital automation—all
integrated across its technology
ecosystem.

+ Insurers often work with brokers:
Brokers sit between insurers and
clients, and there are often countless
other stakeholders that fit into their
wider distribution network. Their
experience is equally as important.
Ultimately, brokers are more likely to
drive business for carriers with whom
they have had positive interactions,
which means that investing in a
seamless distributor experience can

Exhibit 7

drive crucial top-line growth and is as
important as the customer
experience.

It's clear from speaking to EXL's Life
Business clients that they truly believe
that the way to drive a better customer
and distributor experience is through
data, and the concept that digital is
data resonates strongly with them. This
is especially true given that once a client
has a defined data strategy, it can
leverage solutions like EXL's Exelia.AI™,
which hopes to infuse conversational Al
into customer interactions to improve
digital self-serve and customer
satisfaction.

[ ]

EXL's Exelia.AI™ aims to introduce conversational Al to customer interactions
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— The pandemic was a harsh wakeup call for executives

across every industry, but it allowed Life insurance carriers
a new post-pandemic perspective

66

Once we were through the initial shock
of the pandemic, we started thinking
about how we could win. We realized
very quickly, trends surrounding digital
have accelerated.

- Senior Vice President at a
leading Life Business carrier

%9

Exhibit 8

If we look at Exhibit 8 we can see the
insurers believe that changing products
and services, investing in digital
transformation, and insulating their
business from volatility are the key
initiatives that will help them survive and
win in the pandemic economy. But these
initiatives require significant investment,
which is why EXL's clients are looking
toward data-driven bottom-line
improvements to help them self-fund
the initiatives that will drive their long-
term growth, as we discuss below.

Insurers believe changing products and services, digital transformation, and insulating
their business from volatility are the key initiatives that will help them survive the

pandemic

Q: Which of these strategic initiatives will help you survive and succeed in the post COVID era?

mYes mNo

78%

Change our Consolidate our Digitall
products and portfolio or transformation
services portfolio to products and
drive greater services

customer value

Sample: Global 2000 insurance executives, n = 36
Source: HFS Research, 2021
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— Life Business carriers are also betting big on their data

initiatives driving bottom-line improvements, which they
hope will self-fund CX investments

The pandemic has added to Life
Business carriers’ woes on top of
traditional cost pressures. The post-
pandemic global recessions mean
every business must focus on “have-to-
have” investments, which means quickly
identifying opportunities to drive growth.
At HFS, we firmly believe that the
ultimate investment is to address the
core of your business, and it's the only
thing that will help you survive in the
post-pandemic economy. In a 2020
blog post, we explained that enterprise
leaders must find their “bottom” and put
together a financial plan to survive the
crosswinds of a recession while focusing
on what products and services
customers have to buy.

One of EXL's Life Business clients
explained that while finding capital for
investments in digital transformation is
challenging, it could be made easier by
self-funding, making it much easier to fit
investment into a financial plan to
survive the recession. The client

66

continued, relaying that initially investing
in areas that could drive down
operating costs would improve its
bottom line and free capital to invest in
further initiatives—the “have-to-have”
products and services for their
customers, such as improving customer
experience, that drive top-line growth.
Once again, these investments rely
heavily on datag; you can find a great
example of self-funding in our earlier
self-service example. The carrier will
reduce its dependency on manual
labor, particularly at call centers, by
introducing a self-service portal,
improving its bottom-line and freeing
up more capital to invest in further
digital initiatives. Another of EXL's Life
Business clients explained that its
fragmented structure was a roadblock
to improving its bottom line; it is working
with EXL to piece all of its assets together
to drive expenses out of its business to
fund further digital and data
investments.

We will continue to look at EXL as a partner to run more recordkeeping and plan
administration. This can help improve our cost structure and give us an ability to be more
competitive in our pricing and grow more market share. EXL has been able to drive high
customer satisfaction scores (CSAT) relative to our industry. We'll continue to see how to
translate our success with them to the next market space, and focus my team on true
value-added service that client sponsors want from my team.. and grow and live in a
market where revenue comypression will just be part of the future. EXL helps set us up to be

competitive well into the future.

- Vice President of Retirement Plans at a leading Life Business carrier

© 2021, HFS Research
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https://www.horsesforsources.com/surviving-h2h-economy-part1_062020

— Finding a strategic partner is an essential part of the
journey for Life Business carriers looking to tackle their
data challenges and unleash their digital potential

There's no such thing as easy digitall understand why finding the right
transformation. Once you've wrapped strategic partner is an essential early
your head around the latest and step. And it's a role EXL is working hard to
greatest technologies and how your fill—we've written countless times about
business can leverage them, you still its impressive analytics capabilities,
have to establish how best to effectively which it couples excellently with deep
implement them and how to get key insurance expertise to be an excellent
stakeholders on board. All of this is partner for any Life Business carrier
before you've even considered the looking to address its data
domain-specific challenges, like the management practices. One of EXL's
harsh regulatory environment facing Life clients explained:

Business carriers, so it's easy to

66

The problem we're facing is about information. We have plenty of data, but how do we
optimize its use? That's something EXL really helps with, getting a better story of using our

data.
- Vice President at a leading Life Business carrier
So, EXL already boasts great foundations exactly are they targeting the Life
to help its insurance clients address Business market specifically? We
their data challenges, and we can see connected with the provider's senior
the beginnings of the relationship leadership in the space.

between digital and data, but how

66

Becoming data driven radically changes the velocity of a business and unleashes its
digital potential. The formula here is two-folct apply Al upstream at the source (call or
unstructured data) to extract relevant data, and then apply domain specific analytics to
REDESIGN DATA FLOWS. Over time the human role will be elevated to handle exceptions
and deliver differentiated service — forging a trifecta impact on customer experience,
profitability, and growth.

- Andy Logani, SVP & Head of Life Business, EXL

%9
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He went on to explain that EXL's go- » Keep AI:OS at the leading edge: EXL is

forward strategy and plan for Life operationalizing technologies like Al,
Business is along the four following Analytics and the Cloud to help
areas: clients differentiate experience,
outcomes and efficiency, with speed
» Growing its base: EXL hopes to as a foundational goal. They
expand and leverage its extensive recognize that these technologies
partner ecosystem and focus heavily cannot be operationalized with
on key industry challenges and simple “plug-and-play”, so EXL
solutions to support its clients. designs a data-driven future state for

clients with following typical attributes
to move from legacy current state to

_EXL has F:on3|stently rgported o data-driven future state of ALOS (Al
|mpre§S|ve dguble—dlglt.grovvth inits Operating System), outlined in
analytics business, and it plans to Exhibit 9.

continue the trend by investing
heavily in new centers of excellence
and its data factory.

» Continued expansion of analytics:

— EXL's Al solutions applied upstream
of legacy technology and/or
processes to provide clean data

« Build industry solutions: EXL is — Redesign of data (process) flows
developing a range of insurance- with data / analytics driven
specific solutions across enroliment, decisions insights
onbogrding, an billing. The;e — Automate redesigned workflows
solutions are quickly becoming a key that leverage the scale of Cloud

differentiator for the provider. — Elevate and modify role of humans

Exhibit 9

Moving from legacy current state to data-driven future state of Al:0S (Al Operating
System)
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— The Bottom Line: The pandemic has proven that efficient

operations, new risk models, and customer and distributor
experiences are no longer optional, and for many Life
Business carriers, that means finally crushing their data

silos.

We know that the insurance industry has
been lagging behind other industries for
digital adoption, but thanks to the
pandemic it's no longer optional, and
the clock is ticking for Life Business
carriers to embrace digital
transformation. If they fail to do so, they
might struggle to compete in the post-
pandemic economy, as their peers
invest in efficient operations, new risk
models and enhance the customer and
distributor experience.

© 2021, HFS Research

But as we know, digital is data, which
means the first step is addressing their
data management practices and
crushing data silos and working with @
strategic partner can be a great way of
achieving this. EXL is one vendor who
has recognized this and developed a
suite of solutions that they believe will
help client unshackle themselves of
poor data practices, enabling them to
begin their journey towards digital
transformation.
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