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Insurance is a unique industry that centers around a promise — specifically a promise that the
consumer’s risk will be understood, insured, and in the event of a claim, paid. This promise is
grounded in data, the lifeblood of insurance, which flows from the very first interaction to the final
transaction and beyond.

For more than 45 years, ACORD has played an integral role in the global insurance industry, adding
value for stakeholders across every aspect of the value chain. Using ACORD data standards,
insurance stakeholders are able to improve their process, organization, and technology capabilities,
making the flow of insurance data seamless.

An Introduction to ACORD Data Standards

ACORD’s objective is to enable efficient and effective flow of insurance data. All insurance
transactions rely upon timely and accurate exchange of data across stakeholders. With ACORD'’s
data standards and solutions, these exchanges of information are possible, and the insurance
industry is able to operate optimally and provide the best experience for its consumers.

At first glance, data standards may seem abstract. However, they serve the same overarching
purpose as all standards, including those created for everyday household objects, such as
appliances. For example, electrical standards and certification allow an appliance power cord,
regardless of who manufactured it, to be plugged into a compatible outlet. In a similar manner,
ACORD data standards establish rules for data elements, definitions, formatting, and information
descriptions. These rules allow industry stakeholders to exchange and use data for their own needs
regardless of how it was created or collected.
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Data standards are particularly critical for the insurance industry because of three major factors
that have complicated the business environment.

O Insurance stakeholders have varying business and technical needs, all intended to serve the
customer and add value throughout the process. However, these varying, and sometimes
competing, needs add complexity to the insurance business model.

O The exponential growth of data across the industry also adds another layer of complication.
Organizations have the opportunity and obligation to consume ever-increasing volumes of
data which can help improve business operations, but also can make data management
more difficult.

O Changing regulations can create issues for organizations across the industry, costing time
and money trying to navigate the evolving regulatory landscape.
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Data is used during each step of the insurance value chain, and standards enable each of these
stakeholders to share and consume data easily. Through the development and deployment of data
standards, standardized messages and transactions are created, facilitating communication and
integration among stakeholders across the entire insurance value chain.

Insurance Value Chain

. Product Policyholder . Policy .
Customer & Channel Management

Enterprise Management

Benefits of Insurance Data Standards

Organizations are working to simultaneously address historical and emerging challenges, and at
the heart of those efforts is data. These forces drive organizations to embrace standardization in
order to mitigate risks. ACORD views the value of standards through three lenses - efficiency,
effectiveness, and flexibility. Once organizations adopt and implement data standards to address
the challenges they are facing, they realize capability improvements across process, organization,
and technology dimensions.

Business environment challenges/forces
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Consumerization Ecosystem Integration Data & Analytics Digitalization
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Efficiency ﬁ
Most insurance stakeholders are being asked to do more with less.

Below are examples of how standards help organizations A C O RD
increase efficiency in their processes, organization, and

technology.

Process Data standards streamline operations,

help reduce the amount of capacity needed

for transactions, and better equip organizations
to achieve straight-through processing (STP). They
provide a common understanding of data, allowing the
organization to collect data once and reuse it in different
business areas across the enterprise. The organization can then
work towards a fully-automated system where information from the
first interaction can be transferred and shared through the end of the transaction without
manual input or intervention.

If adopted enterprise-wide, data standards can give an organization a standard
way to operate, allowing teams to work and collaborate more efficiently. Through
standardization, teams will spend less time on the foundational aspects of data collection
and increase their capacity to absorb demand. This creates a more productive work
environment and allows employees to see their direct impact on the organization instead
of being bogged down in their own day-to-day tasks, increasing talent retention and
satisfaction.

Data standards give organizations the benefit of faster implementation and less
costly integration. By adopting standards, organizations are able to leverage off-the-shelf
third party solutions to meet their business needs. They avoid creating internal proprietary
solutions, which cost more to maintain. As data standards become more pervasive in the
industry, vendors will be incentivized to build to those standards. These vendors will be
encouraged to compete on delivering value and improving features.
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Effectiveness
Effectiveness can only occur if an organization is meeting

its objectives. Not only are standards useful in helping
organizations reach their existing goals, but they can take
the organization to the next level — increasing their
effectiveness.

Data standards give organizations the

tools to improve data accuracy and consistency,
enabling the use of advanced analytics to create more
effective processes. Standards allow the organization to
efficiently scale data gathering while also providing them with /
the option of tailoring processes to fit specific needs. Ultimately,

it allows the organization to account for what it can control, address

the unexpected effectively, and focus on achieving results in a timely manner.

Adopting data standards gives organizations the capacity to put their best people
on the biggest opportunities and not the biggest problems. Organizations are more effective

when their people are focusing on tasks of higher value such as customer acquisition,
retention, and management rather than data entry. Using standards to help alleviate
problems gives organizations the freedom to shift their focus to more strategic initiatives.

Data standards allow organizations to increase adoption and deployment of new
solutions. With constant advances in technology, insurance organizations need to keep pace.
Standards give organizations the tools to quickly implement these new technologies into
their respective networks and business operations.
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Flexibility m
The current global business environment is full of uncertainty. The

ability for organizations to plan ahead in order to react when A C O RD
the unexpected happens is a crucial survival skill. Standards

give organizations the foundation to successfully adapt
to an ever-changing business landscape.

Data standards shorten the time

between diagnosing changes in the environment
to adapting new processes. Additionally, when
organizations adopt data standards, they can compare
themselves to other organizations, allowing them to find
and implement best-in-class practices. Standards allow the
organization to build upon that foundation and focus on tailoring

their processes to fit their specific needs to create a competitive advantage.

Data standards create a common language for organizations to communicate
with partners. It allows each party to understand exactly what that data means and create
seamless integration. When there is a common understanding, organizations can share new
information and access new data sources, increasing flexibility and better positioning the
organization to thrive in the evolving business landscape.

Standards help organizations avoid getting held up in agreements with partners that
may be charging too much or not meeting business needs. When an organization creates
custom or proprietary solutions, there is a chance the organization could be forced into
continuing to use it because there is no cost effective way to extract their data. However,
with standards, an organization can migrate their data to new solutions and change partners
as their business needs and objectives evolve.
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Value Metrics of Leveraging Standards

Much of ACORD's research focuses on strategy, capabilities, and performance in various insurance
markets worldwide. Most of these studies segment carriers or other insurance organizations

into tiers, based on performance metrics. This year we conducted a “meta-study” to answer the
guestion: Were users of ACORD Standards more likely to be members of the high-performing tiers

across these studies?

We were pleased to find a material correlation between the high-performing organization’s Total
Shareholder Return (TSR) and their ACORD Standards leverage.
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Scope

100 largest U.S.

P&C insurers,
over 20 years

40 major
Europe-based
insurers, over 5
years

200 largest
insurers (P&C
and Life), over

20 years

200 largest
insurers (P&C
and Life), over

10 years

Criteria

Sustainable
Value Creators:
created value
through both
underwriting &
investment

Top Value
Creators: top
25% in cash
flow return

Intelligent
Growers:
higher than
average in
both growth &
profitability

Digital
Competitors:
top 6% of
field in digital
maturity
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These results drove us to perform an intensive analysis of ACORD asset leverage among the ACORD
member community, and how it correlates to publicly available financial performance metrics.

We classified members by the extent of their ACORD asset leverage, using three primary criteria:

Tenure of Membership Scope of Assets Leveraged Member Engagement

ACORD is proud to announce that once again, we found a material correlation between the use
of ACORD assets — Standards, Reference Architecture, Forms, and other tools — and financial
performance, across lines of business.

Property & Casualty Life
ACORD ‘ ) . \ ‘ \
Leverage Combined Underwriting Return on Return on

Ratio* Expense Ratio* Premium*  Equity (pre-Tax)*

*indexed to study average
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How did high-performing member organizations leverage ACORD assets so effectively? We
identified several common threads in their execution.

Make business & operations jointly accountable

Define targets, track progress, measure impact

Consider partner constraints & imperatives

Leverage operations as an enabler vs. cost center

Commit experienced & dedicated colleagues

ACORD is proud to serve our member community and the global industry, enabling
excellence in this era of unprecedented digital transformation.
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Standards Supporting Al Transformation

Looking ahead, we believe that ACORD Standards and other assets will become even more
relevant, as standardized data capture and exchange will be a prerequisite for the effective leverage
of artificial intelligence, which will have profound transformational effects across the industry.

Critical Need

Diverse datasets needed
to support model training,
validation, optimization, and
deployment

Al vulnerable to training and
learning biases

Consumer & regulator concerns
about potential for Al to act as
“black box”

Utility & value enhanced by
participation across markets and
stakeholders

Key Factor in Al Leverage

Learning

Fairness

Transparency

Global Collaboration

ACORD Relevance

ACORD Standards enhance
data integrity, structure, and
interoperability

ACORD assets enable increased
data accuracy, relevance, and
accountability

ACORD frameworks
support model explanation,
interpretation, and clarity

ACORD facilitates
knowledge-sharing, cooperation,
and governance

As the need for data increases exponentially, the benefits of data standards will become even
more apparent than before. In order to succeed in an ever-changing business environment,
members of the insurance industry must be able to gather, process, and share information quickly
and accurately. Our members have found that the adoption and implementation of ACORD Data

Standards make that possible.
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Conclusion

Organizations can improve the efficiency, effectiveness, and flexibility of their processes,
organization, and technology through the implementation of data standards. From insurance
industry leaders to technologists and researchers, the consensus is that standards are essential

to improving communication and data sharing among systems and between organizations. As

the need for data increases exponentially, the benefits of data standards will become even more
apparent. In order to succeed in an ever-changing business environment, members of the insurance
industry must be able to gather, process, and share information quickly and accurately. The
adoption and implementation of ACORD data standards make that possible.

About ACORD

ACORD is the global standards-setting body for the insurance industry. For over 50
years, we have been an industry leader in identifying ways to help our members make
improvements across the insurance value chain. ACORD facilitates fast, accurate data
exchange and efficient workflows through the development of electronic standards,
standardized forms, and tools to support their use.

ACORD currently engages more than 36,000 participating organizations spanning over
100 countries, including insurance and reinsurance companies, agents and brokers,
software providers, financial services organizations, and industry associations. ACORD
maintains offices in New York and London.

Learn more at www.acord.org.
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The ACORD name and logos are among the registered trademarks and trademarks of
ACORD Corporation in the United States and other countries. Other trademarks cited
herein are the property of their respective owners.
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