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Z The Smart Home and Insurance Companies

From Indemnification to Prevention

m Digital broadband to the home opens the access to different services : voice,
television, audio... The GAFAMs have already taken strong positions but not
yet for two categories of services : Security and Energy

®m Security is an unique opportunity for the Insurance companies to become a
new « Digital Operator » like Digital TV and Telcos did respectively 30 and 20
years ago

m Connected cameras/alarms reduce the probability of burglary. While
bringing true value to the customers, it also allows the Insurance companies
to increase benefits (by paying less indemnifications) and customer loyalty

® End-to-end systems (hardware and back-end) exist today to provide such a
service at low cost. The profitability can be easily ensured by adapting the
monthly subscription fee.

® The model can be easily adapted to other business cases (car insurance,
infrastructure insurance...)
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The Connected Home
The Services and the Actors
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Z The Smart Home : the Services

INTERNET &
TELEPHONY

TELEVISION

B SECURITY &




Strictly Private and Confidential

Z The Smart Home : the actors (Swiss flavour)
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Z For half of the services, a crowded battlefield
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®m For these 3 services, the GAFAMs have a dominant position. But they have to fight with content
owners/distributors (Netflix, Disney) which aim at addressing directly the end users

m Health in the consumer space starts being addressed by Apple and Google (which acquires
Fitbit), but this is still a place where no strong position has been conquered yet. But GAFAMs
are working hard on IA topics to enter the professional Health market, and Amazon unvealed its
plan to address connected consumer healthcare
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Z For the other half, a battle still to be engaged

® In Energy/Comfort, the GAFAMs have no position: they simply have no access the end users
data. Google tried with Nest but did not succeed

® In Energy/Comfort, utilities are in a strong position; they own the subscribers and have access to all
their energy data. This is the time to digitalize their services and products, and to sell « Energy as a
Service ». This is possible thanks to the deployment of Smart Meters and IoT solutions, the availability
of residential storage. It also allows to address environmental issues (grid stability, energy sharing...)

m Security is an opportunity for insurance companies. With latest IoT technologies, digital security
systems are affordable enough to propose « Security as a Service », reducing burglaries and
indemnifications costs while increasing customer loyalty. Partnering with Connected Lock vendors
could lead to new business models and further market penetration

B Health is a place too for insurance
companies, which already launched
offers for elderly/dependant people.
It is time to go further, probably in
partnership with the medical industry

PHILIPS

Lifeline

m HEALTH ENERGY / COMFORT

GE Healthcare - ’ .-~ [y EPOWER

~o Unsere Energie fiir Sie.

SmartLife @ R
Careo T ’ ALPIQ

helvetiaA . T (R o SN

M (N SECURITY @™ | odiity Qveoua o

@ricueT  Netatmo . . ToTaL

ZU%CH Y] ASSAABLOY JIEMEN: Honeywell Home

ALLEGION &8




Strictly Private and Confidential

Security and Insurance companies
The Business Model
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Let's focus on Security...

®m Security is an opportunity for insurance companies. With latest IoT technologies, digital security
systems are affordable enough to propose « Security as a Service », reducing burglaries and
indemnifications costs while increasing customer loyalty. Partnering with Connected Lock vendors
could lead to new business models and further market penetration
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Z Security: an opportunity for Insurance

« From Indemnification to Prevention »

/g
e
» ARPU increase

helvetia A - Value for customer : it is about protecting his private life and belongings. It

@ Swiss Re means the customer could pay a fee (e.g. CHF 2.00 to 8.00 per month)
- It reduces the total number of burglaries, then reduces the total amount of

®m Providing a connected surveillance system has the following advantages

indemnifications that the insurance company has to pay.
- It can be translated into an average revenue per every customer equipped
@ » CHURN reduction
ZURICH - It can also be linked to a minimum engagement period for the home

insurance contract, increasing then customer loyalty. This can be translated
M into better revenue stability and Capex improvement (no cost for acquiring a
new customer)

» CAPEX is moderate
- The Capex required to equip customers is limited
- Connectivity can be made using customer’s broadband access
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B 2‘ Security/Insurance - The Swiss figures

The most frequent offences against property
From 2009 to 2019
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== Theft (excl. Vehicle thefts an and pickpockets) (Art. 139)
==== Dommages to property without theft (Art. 144)

== \/ehicle theft (Art. 139)

—— Dommages to property with theft (Art. 144)

= = Scam (Art. 146)

Source: OFS — Statistique policiére de la criminalité (SPC) © 0FS 2020
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Z Security/Insurance
Assumptions for the Business Model

m Input data

» Burglary average cost for insurance in CH BurC = 8400 CHF
» % of CH Households victim of burglary per year BurPb = 1%
» The average indemnifcation cost/user per year Ind1l = 84 CHF

® Impact of Camera+Alarm equipment for a subscriber

» Burglary risk reduction with video cameras/alarm BurR = 80%
» For HH equipped, average indemn. cost Ind2 = Ind1*(1-BurR) = 16.80CHF
» Average savings per equipped household Sav = Indl - Ind2 = 67.20 CHF

m Business model

» Cost of Camera + Alarm (DIY) Capex = 100.00 CHF
» Monthly paid subscription by the subscriber Psub = 2.00 CHF
» Monthly cost of service (back-end) Csub = 3.00 CHF

» Monthly margin on margin per subscriber Msub = -1.00 CHF
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Z Security/Insurance - the Business Model
Analysis per individual customer

. . Cumulative cashflow
Revenues (incl. Savings) and Expenses per customer
& year after year
E E E H] Savings on risk - average per user CHF/year CHF 67,20 1lan
Recurring |User subscription CHF/year CHF 24,00 2 ans
revenues [Other CHF/year CHF - 3 ans
Total in €/year | CHF 91,20 4 ans
Connectivity cost CHF/year/cust | CHF - 5ans
OPEX |Service cost (back-end) CHF/year/cust | CHF 36,00
Total in €/year | CHF 36,00 EBIT/year if CAPEX
HW cost CHF/cust CHF 100,00 amort. over 2 years
Installation cost CHF/cust CHF - lan |[CHF 5,20
Savings on customer acquisition CHF/cust CHF - 2 ans [ CHF 5,20
CAPEX —- i
Subsidies CHF/cust CHF - 3 ans .HF 55,20
Initial payment by customer CHF/cust CHF - 4 ans .HF 55,20
Total in €/cust | CHF 100,00 5ans .HF B5,20

® The elements above are explained in the previous slide. Connectivity costs
are zero by making use of the end user broadband connection.

® We assumed an amortization time of 24 months for the installed equipment,
as in the analysis on he next slide
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Security/Insurance - the Business Plan

EBITDA/EBIT analysis

Quaterly EBITDA / EBIT over 4 years
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® We took the same hypothesis as in the previous slides. We now considered a deployment
starting at a few hundreds per month, with a peak at 3000 new users per month in

quarters 4 and 5, reaching circa. 40k equipped subscribers in two years

® We included a churn rate of 10% for customers after one year subscription

® With these hypothesis, we reach a cumulative EBIT of 2.4 MCHF over 4 years
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Z Security/Insurance - the Business Plan
4-year cumulative EBIT sensitivity

Cumulated EBIT
from previous slide

Cumulated EBIT|over 4 years (kCHF)
-1.00 CHF/Month v 0.00 CHF/Month
8400| -3691| -1675 341 2358] 8400 -2251| -234| 1782 3798

\/!" 6300| -4195| -2683| -1170] 341| 6300| -2755| -1243] 260 1781 -
4200| -4700| -3691| -2683| -1675] 4200] -3250| -2251| -1243] -234 argin on

monthly fee
EH -4700| -4195| -3691| 2100] -3763] -3259] -2755] -2251 Y
20%

A

B

> 40%| 60%| 80% 20%| 40%| 60%| 80%

1.00 CHF/Month 2.00 CHF/Month <
% reduction of 8a00] -810] 1205] 3222[ 5338 8400] 629 2646] 4662 6678
the burglary risk 6300| -1315| 197| 1710 3222| 6300 125/ 1637| 3150| 4662
with camera/alarm 4200| -1819| -810| 197| 1205 4200 -379| 629 1637| 2646
2100 -2323| -1819| -1315| -811| 2100| -883| -379] 125/ 629
> 20%| 40%| 60%| 80% 20%| 40%| 60%| 80%

Average
indemnification amount
per burglary (CHF)

®m The profitability highly depends on the
» average indemnifcation paid per burglary : from CHF 2100 to 8400
» reduction of burglary risk with a camera : from 20% to 80%
» Margin on the monthly fee paid by client: from CHF -1.00 to +2.00

®m The table above shows the sensitivity to these parameters of the four-year
cumulative EBIT for the deployment scenario described in the previous slide
- Adapting the monthly fee/margin is the way to secure the profit
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Z Security/Insurance
Business Model improvements

® We made the Business Plan simulation based on a basic offer
- Basic camera + alarm system
SECURITY . . .
_ - Basic recording on video and replay on the cloud

®m Optional features could be easily added to this basic offer,
- Sell additional cameras or devices (outdoor detection), with margin
- Propose optional service features (and increase the monthly fee)
v Duration of the video storage in the cloud (up to one year)

v Automatic video summary of the day (a feature proposed by Logitech
with their home cameras)

® These options could be used as well to fight against customer churn, which
helps in reducing the cost for recruiting new customers (not including in our
model)

® Mid-term roadmap of new services to be further elaborated
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Z Security/Insurance
Other applications wtih Similar Business models

m Similar Business Models can be applied to other insurance contracts such as

» Car insurance

- Monitoring the place of the car (at home or away) allows to modulate the
risk, and then the insurance premium. The less you drive, the less you pay
(pay on the go)

» Infrastructure insurance

- Equipping large infrastructure (bridges, power plants...) with connected
sensors allows predictive maintenance, and then reduces risks

- A good example is the Morandi bridge, in Genoa

» Logistics

- Real-time monitoring of goods covered by shipping insurance
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