Sustainable Claims Cost Reduction

Reduce claims adjustment expenses and prevent claims fraud

The property and casualty insurance industry is faced
with rising claims cost and relatively stagnant revenues
over the past few years. Pricing is controlled in the highly
regulated industry while intensified competition and
economic crisis is mounting additional pressure. Claims
costs are surging with rise in adjustment expenses,
upsurge in fraud incidents, and increase in sources of
revenue leakage.

EXLs Sustainable Claims Cost Reduction is an analytics-
driven solution to reduce claims adjustment expenses,
identify and prevent claims fraud, and minimize other
sources of leakage. The solution uses customized

© ExIService Holdings, Inc. 2006-2010

methodology and proprietary analytics toolkit,

MicroAnalytix™ to address the key cost drivers across

the entire claims life cycle.

The key differentiators of this approach are:

» Faster, accurate, innovative and comprehensive data
usage

» Use of advanced techniques for data management,
analytics and reporting, e.g. genetic algorithms,
neural networks, etc

» Efficient business intelligence via dashboards that
facilitate easy monitoring, decision-making, and
process control
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The solution not only helps Chief Claims
Officer to improve financial
performance via effective claims

EXL solution iden
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expense management and rigorous
process-control enforcement, but also
lays the foundation of sustainable
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growth. It empowers executives to
improve process efficiency, reduce
claims costs and revenue leakages
while enabling timely and accurate risk
identification.

Sustainable Claims Cost Reduction is
based on EXL's extensive experience
working with over 25 leading insurers. It
has enabled clients achieve substantial
benefits including:

» Reduced claims cost by up to 3%

.

to
identify potential
cases for fast-track
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that it can lead to
significant savings
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» Increased margin improvement by as 'eg:;':jtte
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» Improved fraud detection rate by H
125%

* Sub / legal staff assignment

AIIocatlon is not based on optlmlzmg cost by looking
, availability, and

¢ Lack of case
prioritization in absence
of a overall profitability
framework

© High fraud leakage:

- Current fraud mechanism
predominantly focuses on 'hard fraud'

- 'Soft fraud' is often remains largely
unidentified

* Claims severity: * Poor recovery strategy:
for cost deep dive - In absence of

at component level driving high spill- prioritization
over in few claims cost components framework, and right
¢ Unidentified Subrogation / contact strategy
Overpayment is
- Limited means to reliably identify incommensurate with
subrogation cases the efforts

- Limited measures to avoid
overpayment by checking for claims

EXL solution controls and improves LAE ratio

-

Disguised client example Before After

Total earned premium: $1.30BN $1.30BN
Total cost: $1.35BN $1.32BN
* Underwriting $0.35BN $0.35BN
 Loss and LAE $1.0BN $0.97BN

Profit margin (net of investment income): -5% -2%

Typical claims cost break-down normalized

+% margin
improvement

Case Study

EXL successfully deployed Sustainable
Claims Cost Reduction at one of the
leading US property and casualty
insurance firm to improve effectiveness

I Incremental cost savings achieved by EXL solution

of subrogation decisions. EXL analyzed

~$1.0BN  ~$160MM ~$16MM L . .
-/ si‘;'f.',“.' of subrogation information for client’s Auto
gs
| ~$8MM i i

—— $8l and Property Line of business and used
—-_;7 ~$60MM ~3% advanced predictive anal.ytlcs. (two-
—_——_ﬁ, ~$700MM :::::w stage heckman model) to identify and
L — LD prioritize subrogation opportunities. The
- ‘ approach delivered ~$ 8MM in benefits

Total claims cost:  Adjustment Fraud Addressable Other costs totheclient.

Loss and LAE expenses legitimate payout

.

To learn more about EXL's Sustainable Claims Cost Reduction,

please write to us at marketing@exIservice.com

You can also contact us at:
UNITED STATES: 280 Park Avenue, 38th Floor, New York, NY 10017, U.S.A, T: +

UNITED KINGDOM: 6 York Street, London, W1U 6PJ, United Kingdom, T: +44.20.7034.1530

INDIA: A-48, Sector 58, Noida 201 301 UP, India, T: +91.120.244.5900
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