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Digital Transformation Adoption Curve

Level O Level 1 Level 2 Level 3 Level 4 Level 5
Alien Embryonic Beginner Intermediate Progressive Leader
Piloting digital Sophisticated
Focus on business Mature bimodal multichannel
some aspects | models and IT capabilities manalgement
Digital strategy is| of the value technologies
_ l\_lolformal work in progress chain Digital /
digital strategy Considerable leadership L e
Digital amount of esiablishe d ) inno?/ation
"silos” legacy v SUOHL management
Absence of / digital valug
leadership 1 proposition
.N.O v I Enterprisewide
digital T Limited near- Sophisticated "digital-first"
v KRIs Limited digital or real-time digital KPI strategy
v! Few KPIs revenues 1 capabilities framework
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Insurance Industry Status...

Level 0 Level 1 Level 2 Level 3 Level 4 Level 5
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256 Companies

: 256 Companies
Insuretech focus: — _
$5.9 billion Funding Volume to Date

Front End and Product InsurTechs by Subsector

Claims

O Management
O Product &
Data & 6% Distribution

Analytics

of InsurTechs are seeking to change how
customers interact with insurers

40%

of customers are unhappy with their coverage

and willing to switch to a new provider Business

Process
Enhancement

/& PEGA Source: Willis Tower Watson — “Quarterly InsurTech Briefing Q4 20177, January 2018 € %
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How much of insuretech disruption is real vs hype?

s
“Is Lemonade Breaking Open the Insurance Industry?
How Must Insurers Compete?” http://bit.ly/2fuVlol %

Lemonade <\\
OC

Forget Everything You A

Know About Insurance

Instant everything. Killer prices. Big heart.

‘_‘
] I.F\.’ (® Watch the video Gf
| 9
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Digital transformation is NOT about the technology you are using but
about the capabilities you are providing

The Goal Of Digital Transformation Lives At The
Center Of Very Different Development Approaches

Deep Wide
« Structured, methodical * Fast
» Small number of apps o : » Large number of apps
. : igita . A ¢
T, CoE, business-led » s smsdcraiion Business-led
* IT ensures diligence « [T provides guardrails
» Focus on cost reduction, * Focus on customer
compliance outcomes

The Forrester Wave™: Digital Process Automation Software, Q3 2017 e S l STRAN
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Top digital performers in P&C have outperformed the market.

outperforming the market

2010-14
Growing twice as fast as their less digital competitors ... ... whille delivering substantially better profitability®
In the long run, it just makes sense to Revenue gowh Comined i
. . SMPoUnd annua grawt rate 0.-: v
go digital:
More profitable overall 5 o
Grown 2x faster
P&C
Increased revenue by 1.8 points on X . " "
- ratio
average
Combined rations are 6 points lower
E:;::-:rse - a2
Top-quarile Rast Top-quartile Fest
digital insurers' digital insurers'
PAC cariers in the top quartile of all Morth American companies (across sactors) by total digital quotient
y through thair [ower expensa ratios
Source: SNL; McKinsey Global Institute analysis

L& PEGA 27 February 2018



Focus Areas

Front Office
* Interaction with clients and agents
« Straight through processing
« Client insight

« Omnichannel Experience

Operational Effectiveness
« Reduce overall costs
 Eliminate Silos

~+ Address manual processing

Book of Business . WSl Competition
 Responsive to market  Channel usage

* Increase penetration * Insuretech investment
« Underwriting profitability « Value

 Reduce UW requirements « Ease of doing business
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— The Transformation Challenge §§

T

Core System Is Not Digital
Transformation T Transformation



http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwizkNCV6vjQAhXJ7yYKHUClAO8QjRwIBw&url=http://insights.dice.com/2014/05/15/navigate-complex-hiring-process/&psig=AFQjCNG5p8ITjGJEmbYa3am-m9nd9-r1Ow&ust=1481981669269117

Insurers need a nimble, flexible front office and a stable back office

Channels « Flexible
* Omnichannel

Front office * Business rule
driven

* Delivers on
business
strategy

Transaction processing

Process Orchestration
e Stable

* Long term
need to
change

* Don’t drive
competitive
differentiation

Legacy Systems

Systems of Record

Financials

&, SISTRAN







Robotic Process Automation — Software that Automates
Software

€5 SISTRAN
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Robotics is not a “transformational” technology but it can help fund
and enable transformational projects

Eliminate duplicate data entry
Automate data retrieval
Initiate transactions
Automate documentation

Reduce AHT
Increase Customer Satisfaction $
Improve Quality Savings for

Decrease Processing Costs
Improve Employee Satisfaction
Reduce Training Costs

Reinvestment

Benefits

S PEGA s SISTRAN

Beyond Technology




Robotics adoption is still maturing

Data Science

Augmented Reality Applications

Full Life Cycle AP| Management
Blockchain in Insurance

Gamification

Artificial Intelligence

Real-Time Operational Intelligence
Microservices

Digital Ethics

MNear-Real-Time Payments

Digital Data Services

Design Thinking

Mediated APIs

IoT Platforms

Digital Experience Platform
Intelligent Process Automation
Insurance Wallets

Crowdsourcing

Virtual Assistants Hype CyC| e for
Robotic Process Automation « D I g Ital I n S u rance

Internet of Things

Peer-to-Peer Insurance Business Models

Advanced Analytics Sclutions

Business
Ecosystems

expectations

Digital Business
Technology Platform

Smart Contracts in Insurance

Bimodal IT
Responsive Design

As of July 2018

Peak of
Innovation car o Trough of Slope of Plateau of
. Inflated L ; . L
Trigger . Disillusionment Enlightenment Productivity
Expectations

time
Plateau will be reached:

QO lessthan2years @ 2toS5years @ 5to10years M more than 10 years & obsolete before plateau Ga rtner®
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Robotics enables insurers to leverage the value of all automation
technologies enabling digital transformation

« Artificial Intelligence — Machine
learning enables advanced

Handwritten Character decisioning on processing options,
Recognition (HCR) and incorporating best practices /real
time recommendations
g"m Optical Character « Marketing — Identify cross-sell, up-sell
Analytics Recognition (OCR) opportunities for users
=3
Robotics * Natural language processing —

Enables identification of intent for a
service request for insurance policy
administration
Natural Language Artificial . )
Processor (gNLF?) Intelligence (Al) * OCR/HCR - Enables Va“d"_’ltlon of
Marketing requests based on supporting
documents




Chatbots

_—
policy. Which vehicle will this driver use
most often?

2010 Porsche Boxter

v 2014 Lexus GS

2014 Lexus GS

OK. adding to your policy will increase your
premium by $2100/year, or $175/month.
Would you like me to go ahead and process
this change?

Yes, | accept

U No, | dedine

What? That is too expensive. | think | will

look for other offers.

Let me transfer you to an available agent.
They may be more helpful in this situation.

You have been connected with Lee Taylor.
Thank you for your patience.

Hello, Mr. Lassiter, | see that you would like
to add a driver to your policy. Is that
U corect? "

I think the increase will be too much if | add
my son °
fQ PEGA S I STRAN
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Chatbots

policy. Which vehicle will this driver use
most often?

2010 Porsche Boxter

v 2014 Lexus GS

2014 Lexus GS

OK. adding to your policy will increase your
premium by $2100/year, or $175/month.

Would you like me to go ahead and process
Ql”lng this change?

Yes, | accept

Billing

u No, I dediine

What? That is too expensive. | think I will
look for other offers.

N atu ral Let me transfer you to an available agent.

They may be more helpful in this situation.

Language i e s o ol i T

Thank you for your patience.

ProceSS| ng Hello, Mr. Lassiter, ] see that you would like

to add a driver to your policy. Is that
C h U_  comect?
at 1 think the increase will be too much if | add
Window ‘

Claims

Micro-services

lllustrations

Case Management, API’s,

Process Orchestration: BPM,
Robotics, Integration Layers

Underwriting

° u
L i

Product

Catalog
Knowledge

Management

SISTRAN




Three well-intentioned mistakes

1 2

Channels, Tasks,
not not outcomes

...create the Digital Gap.

SISTRAN




Where and How Do You Start?

Teery

Business Leverage Agile Project Minimum Start with
and IT Product Methodology Lovable Package then
Co-Produce Capabilities Product Cadence of

in <90 Days Releases



Transformation should be done in short, quick stages, building on
early successes

: Transform
Scale across  experiences

organizations Manage the full

Connect Ommlj]Channd Leverage our customer journey
. with ease patented architecture across channels and
: . across silos Expand to mobile, to reuse and functions
Start fast with  Eliminate gaps in mashup into the web, specialize :

Quick Wins  yourbusinessand  even add a chatbot

Get immediate value with2/1OM&t® end-to-end

our CRM apps and Robotic

Automation
& & @ © ©
<90 days 120 days 9 months 1 year Beyond

S PEGA s SISTRAN
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Pega Infinity ™

Revolutionary software that unifies Customer Engagement and Digital Process Automation

Pega Marketing™

Pega Sales Pega Robotic
Automation™ Automation™
Pega Customer DIGITAL Pega Workforce

Service™  CUSTOMER PROCESS Intelligence™
ENGAGEMENT
Pega AUTOMATION  pega Platform™
Underwriting Pega Social™
Pega Customer
Decision Hub™
| - —~
3 g™ A
| T db
REALTIME, END-TO-END JOURNEY- SITUATIONAL SOFTWARE THAT CLOUD
OMNI-CHANNEL ROBOTIC | CENTRIC RAPID LAYER CAKE | WRITES YOUR CHOICE
Al AUTOMATION DELIVERY SOFTWARE™
Industry-leading technology Start fast and scale Future proof your investment

PEGA DX ARCHITECTURE™

S PEGA s SISTRAN
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Unified architecture for Digital Transformation

Gartner FORRESTER FORRESTER Gartner
s s o ‘»m
e e . -
wo osa] Pl DST Systoms - ) L - oo .;: IIIII
) s T b © lmm o il M.m
R T
Customer Digital Process Real-Time End-to-End Work
Engagement Automation Decisions & Al Management
“The highest reference customer scores for modeling and predicting customer behavior.
The best ability to build, maintain, and change complex cases.
The best cost to value rating of any solution.”
Gartner
L& PEGA « o SISTRAN
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