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Investments into InsurTech Continue To Grow Strongly...

VC InsurTech Investment Since 2010 - $m
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... Commercial Insurance Remains the Largest Untapped Opportunity

Insurtech Investment Split (Cumulative Since 2010)

S4.6bn cumulative investment since 2010
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Early Stage

Early / Late Stage
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Acquisition
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Other
Consumer
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Life & Home

Health

Investment Type

—— Data and Infrastructure

—_— Commercial

~— Consumer, Health, and Life

Top 20 InsurTech Deals (Jan-15 to Jun-16)

Name Subsector Value (Sm)
Oscar Health & Life 400
Clover Health Health & Life 160
Bright Health Health & Life 80
PlanSource Holdings Health & Life 70
Univita Health Health & Life 40
Captricity Infra 35
CoverHound Consumer P&C 33
Insureon Commercial 31
Axtria Infra 30
Trov Consumer P&C 26
GoHealth Health & Life 25
Brighter Health & Life 21
Apixio Health & Life 19
Goji Consumer P&C 19
The Zebra Consumer PEC 17
PolicyGenius Health & Life 15
Embroker Commercial 12
Hixme Inc Health & Life 11
Driveway Software Consumer P&C 10
Dorado Systems Inc Health & Life 8
Sum 1,062
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Very Limited Deal Activity in Commercial Despite Large Addressable Market

Investment in Commercial InsurTech Undersize vs. Addressable Premium

Sm investment per Sbn of premium
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Consumer P&C

$270bn
$1.7bn

Source: Hanover Investor Presentation, Ill, Venturescanner, includes comparison websites

@

Health & Life

$1.5trn
$2.0bn

v

Commercial

$300bn
$100m
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Three Major Opportunities in Insurance

Opportunity

#1: Opportunity Opportunity

H2: #3:

Reshape
Customer
Experience

Participation in Digital Reduce Expense Base and
Ecosystem Distribution Cost
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Opportunity #1: Reshape Customer Experience

Digital Experience in Insurance is Abysmal...

Insurance online experience lags behind
Conscmer astisfection with cnine experesce, by bdusiry

Ralative satinlaction wtiiy scoce
152

i satizfaction survey March 2013, Morgan Etaniey Ressarch

Source: Morgan Stanley and BCG; Deloitte Canter for Financial Services
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And the existing agency channel is not built to improve it

Services beyond shopping provided by current agent, %

61

None
20

Customer service / advise / answers
Updates on laws / policies
Certificates of insurance

Claims assistance

-III
.
B Es

Financial / investment services

-
s

Servicing the policy

-
s

Cost estimates

[S3]

Other
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Opportunity #1: Reshape Customer Experience

Contrasting Personal vs. Commercial Lines

Personal Lines Micro/Small  Mid-Market

@« M [k

Online Channel /@

Real Time Quotes /@ /@ S

Electronic Claims /@ S
i,
-

Automation Need @00 (1 Te) o0

Analytics Potential 000 [ Tole) 000

Typical Premium $1-2k $2-20k $50k+

Source: Embroker Research
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Opportunity #1: Reshape Customer Experience

Customers are surprisingly willing to move

Extibi 51
A better online proposal would also attract 63% of non-persistent consumers to switch insurers
100% — Non persistent consumers”
19% ‘; o '
% of respondents
o s Would not \
| switch " Would not 379
(45%) 25%of overall switch
60% sample were \
- consumers who |
had changed A Would
40% insurers during i switch
34% the last year, and |
L woud 73% staye_d with [
cwitch the same insurer _‘\J
A% (55%) during the last v Persistent consumers”
year \ .
0% = .,'," Would not =i
, : i switch
No, online interactions not important enough |
= Would only switch with signficantly better price/conditons
| would switch if accompanied by slightly better prices [ Would 57%

8 Yes | would switch switch

Source: Morgan Stanley and BCG 6/9/16 8.0
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Opportunity #1: Reshape Customer Experience

Consider a very
different customer
journey:

—]
Dynamic recs built
into product

Self service options
made easy

Coverage ]
summaries in plain

English

Omni channel
service options

/'
/

EM DASHBOARD POLICIES CERTIFICATES CLAIMS SUPPORT GET COVERAGE Tandoori Bur

@

Your policies Recommendations

Commercial Auto

Embroker Team
Typically replies in o fow hours

i

Mike

s 7
BODILY INJURY & PROPERTY DAMAGE COVERAGE
$1,000,000

per accident [combined single limit)

| _—» What's Covered Vehicles Endorsements Named Drivers Named Insured

COVERAGE DEDUCTIBLE

- -

Bodily Injury & Property Damage Liability

Hi | have a question about the
coverage on my commercial auto

Bodily Injury & Property Damage Liability
policy

(hired autos, non-owned autos, specifically listed autos only)
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Opportunity #1: Reshape Customer Experience

The same theme applies across all lines of insurance, with better UX and
software products being used to target various pain points differently

Life Auto Health

] Ladder

Enter a few basics to see your quote in seconds,

<’-\‘) 3 O ~ C ST I'm 30 vears old and my SpoUse s 24

ama L o 5o

= ) My family makes $ yearly with 2.
o i people in my tax household.

6/9/16 10.0
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Opportunity #2: Participate in Digital Ecosystem

Customers broadly willing to
exchange data for better insurance

Extibit 77

Consumers are willing to adopt innovative policy products and ecosystem-based online insurance, and are
willing to share data across a range of categories

Which information would customers share to gain benefits?

Dates of personal significanca.
Intemet browsing history
Plamed puchasss

Snclal netaonk
Meda usage | preseennes
Dilled phone-rumbsr History

st fom Sersors In your home 2.g. io delert 3 leak)

g 3 % of respondents 100
u | would not share this information | would be comfortable shanng this with an insurer | trust
B | would be comiortable sharing this with an nsurer | DO MOT trust

www.embroker.com

Example of personal lines ecosystem

Sman data
T
at
| ah e
B <
0
Sman consumer-
devices ——

\)mm

Source: BCO Anslysis, Morgan Stanley Reseath

— \ond
= O
Telecommuni-
ations provider
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Opportunity #2: Participate in Digital Ecosystem

Emergence of digital ecosystem for business software

Apps to solve your business needs Business type . :
PP y * Tangible benefits to
customers
Inventory Payments e Open Api architecture allows
best in breed solutions to
=N - e work together
Unlsashed Soft TradeGecko Square Stripe Bil.com PayPal L] BenEfitS / Strength Of
ecosystem will only increase
Time Tracking over time
-
Insigntly tor Xero MINDBODY G-Sulte Capeule CRM WarkflowMax Harves! Deputy TSheats
Invoicing + Jobs Point of Sale
< R e 006
WorkfiowhMax Harvest Quotiant TSheeis Square Shopity
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www.embroker.com EMBROKER



Opportunity #2: Participate in Digital Ecosystem

Long established way to selling insurance

' @ Alistate

ALER SERV

Hoadude Services

I Alistate

CEARN N3N

Tme Blue Newslener
) ADS! §

RATINGS

“e
$

Join Qur Team
Dver mar it Pt yoars Al

Dastrisutare Chaneel. Addiburad sermiorkes arv dve
Pk b v g
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Allstate Vehicle Appearance Protection (VAP)
Frotact the appearancs of your car with Allstate Vehitle Appesarancs Protection.
Urimated namber of pantiew dent mpaes for dents less than 4° wide

for et f'tv mondh 3 new Kawe af True flue o released The
VIEW OUR siscimnic mwsieser fuatirss the ‘e infarmation reles cacts, wales, markating. irairing

TGOy, FERBIRNCe, O2eranos, and comalance ._..n

Fytars has expanded a3 prodec) ortiola and Ity serwces throegh R

Alistate Career Opportunities
Alxtate pffers many career coportusiten for thoae who are

e sTouLSANS IR

Distribution Partnerships:

. But now an opportunity to increase effectiveness through
digital ecosystem

* 1) Increase relevance
* Data from certificates used to approach customer near
renewal date
* 2) Reduce friction
* Customer opts in to sharing data to facilitate easier
quoting process
* 3) Improve value
* Customer benefits from getting access free software
and changes insurance providers only if cost is lower
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Opportunity #3: Reduce Expense Base

Significant Efficiency Potential (rebased to 100)

Potential Profitability Drivers

How carrier Current Potential
cost structure o0 Premium, 100 Profit: +100%
could evolve for il Even If
increased cen 15 \ Prep::’i:': '8155%
profitability o
despite 80 '
decreasing Distribution, 17 G&A, 10
premiums:

Distribution, 10

Loss Admin: DCC
and AAO, 12

60

Loss Admin: DCC
and AAOQ, 9

40

Source: Embroker Analysis, Dowling & 20
Partners IBNR Weekly #17, Vol. XXIlI; Citi
Equity Research, “Insurer, Disrupt
Thyself!”, 10 Sep 2015
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Bad Data Loss [-2pts]: Identify most
profitable customers / avoid red flags

Behaviour Loss [-2pts]: Encourage loss-
reducing behaviour (e.g. worker’s
manuals, online trainings) via discounts

Loss Admin (DCC/AAO) [-3pts]:
Improve automation through
integrations and improved use of
mobile technology

Distribution [-7pts]: Significantly cut
distribution costs by switching to online
distribution with lower commissions
and a focus on value-added services

G&A[-5pts]: Rationalize cost base,
streamline processes and partner with
technology organizations for increased
automation

Profit [+3pts]: Retains part of the
savings generated for the customer

6/9/16 14.0

EMBROKER



Opportunity #3: Reduce Cost Base — Significant Time Spent on Low Impact Tasks / Distribution

Broker Cost Reduction Potential

Insurance Broker

Current Mid Market

Emerging Model

Examples from Other Industries

Real Estate Broker

Game Distribution

Broker

R&D 0%
100%

Profit,
25%

80%

Systems, 5%
Other
Expen

60% ses,
15%

40% Comm

ission
and
Cost
to
20% Serve,
55%

0%

www.embroker.com

R&D and Platform:
Significantly expand
automation capability
and customer value
proposition

Time per Activity:

1. Paperwork [-90%)]

2. Manual Market
Search [-70%]

3. Admin [-50%]

4. Consultations,
education [-50%]

5. Certificates [-90%]

6. Renewal [-70%]

Source: Capital IQ, Embroker Research and Estimates

100%

80%

60%

40%

20%

0%

Realogy

R&D 0%

Profit,
10%

Systems, 5%

Redfin

R&D and Platform:
Nationwide, uniform
website showing all
available real estate.
Integrated tools for
agents

Time per Activity:

1. Scheduling [-50%)]

2. Marketing [-80%]

3. Consulting /
Education [-80%]

100%

80%

60%

40%

20%

0%

Gamestop

R&D 0%

Profit,
25%

Systems, 5%

Other
Expenses,
25%

Steam

R&D and Platform:
Scalable online gaming
distribution platform

Rental Expense:
Eliminated [-100%].
Fully online footprint

Commission / Sales:
Eliminated [-100%)].
Platform economics
with inbound enquiries,
no sales force required
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Opportunity #3: Reduction of Distribution Cost Has Precedent in Other Industries

Distribution Costs in Airlines ($ per ticket) Brokerage Commissions for Stock Trading ($ / Trade)

1990

1990

2000

2007

2016

2016

20 30 40 50 60 70 80

o
=
o
N
o
w
o
IS
o
[
o
D
o
o
=
o

Source: Hostagencyreviews.com, E*TRADE and TD Ameritrade historical pricing, Stock broking forums 6/9/16 16.0
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Opportunity #3: ...And Winners Are Those That Have Embraced The Trend

Ecosystem Impact in Airlines Ecosystem Impact in Stock Trading
Transition Has Enabled New Online Market Cap Gain for Companies Who Go With The Trend and Focus
Winners Despite Commission Compression on Alternative Services, Despite 98% Reduction in Commissions
@ Expedia glans L3
SCHWAB .
Ameritrade
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