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Dick Coulter — Director Financial Services

» Senior Performance Management Consultant with extensive Planning &
Forecasting, Performance Management, Risk Management, Operations
Management, and Process Analysis & Design experience

» 26 years in Banking Industry at Bank One, SunTrust and Key Corp
= Managing Director, Performance Analysis & Improvement

= Senior Operational Risk Manager — Retail Banking (Branch Banking, Consumer
Lending, Business Banking, Private Banking, Insurance)

= Strategic Financial Officer — Retail Banking
= National Director, Personal Trust Account Administration

= Managing Director, Process Analysis & Design — Investment Management &
Trust

= Senior Operations Executive (Deposit Operations, Consumer & Commercial
Loan Operations, Personal & Institutional Trust Operations, Day One/Day Two
Processing)
» Significant involvement with:

= Business strategy development, Distribution Planning, Sales Goal Setting,
Incentive Plan Design, Staffing Models, Statistical Process Control, Mergers &
Acquisitions, Basel Il / Operational Risk Management, Balanced Scorecards,
Performance Dashboards
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ROLTA

BUSINESS INTELLIGENCE SYSTEMS



Powering your Performance™

What Is Business Intelligence?

“A user-centered process of exploring data, data
relationships and trends, thereby helping to improve
overall decision making.”

Gartner Group

“Computer-based techniques used in identifying,
extracting, and analyzing business data...to provide
historical, current and predictive views of business

operations.
Wikipedia

“a class of solutions that assimilate data into information
and institute the standards, controls, and processes
necessary for reporting, predicting, and capitalizing on
business and economic events.”

Some Smart Guy*
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rends Impacting Bl & Analytics

Economic and market conditions
Globalism

Competitive pressure
Knowledge economy

Regulatory requirements
Shareholder scrutiny

Speed of the information cycle
Big Data

Avallability of tools and technology
Aging workforce

Organizational capabilities

A\

VV V VYV YV VY YV VYV

Bar for Analytics has definitely risen!
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he Goal: Business Intelligence

Level 1

Unaware

Level 2
Opportunistic

Level 3
Standards

Level 4
Enterprise

SOURCE: Gartner (August 2010)

Level 5
Transformative

Spreadsheet and
Information
anarchy

One-off
report
requests

l

Appoint
governance
sponsor

Data inconsistency
and stove-piped
systems

Limited users

T

Document hidden
cost of silos

Business executive
becomes OE
champion

Technology
standards start to
emerge

Projects across
business process

Bl Competency Center
started

Deploy enterprise
metrics framework

Sophisticated l
program
management

!

_Proactively research
new methods &
technologies

CFO or COO
becomes sponsor

Business strategy
driven

Enterprise
performance
culture

Outside-in
perspective

Driving enterprise and
industry
transformation

Goal to make everyone responsible for Performance!

AMIfs Profitability, Performance, & Risk Conference

Phoenix, AZ



Powering your Performance™
y

Performance Measurement Continuum

<
As bar?ks grow and ma’Fure § Phase 11: Role based presentment /
there is a natural shift in the scope, scale, S | cearch capability
sophistication, and inter-relatedness of §
required performance management § Phase 10: RAPM
capabilities. 5
S [ Phase 9: Integrated MIS

Recent regulatory pressures are driving
an acceleration of this evolution...

Phase 3: Organizational Profitability

Information Systems Requirements

Phase 2: Expense Allocation
Phase 1: Budgeting & Responsibility
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Problem Statement

Does your Organization Look like this?

Overly abstract
conceptual models
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INSTRUMENT-LEVEL MULTI-DIMENSIONAL DATABASES
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Powering your Performance™

Instrument Detail Warehouse Overview

Identifiers provide key elements for identification ] Attributes identify characteristics of the instrument

3

]
-IE g 0123456789 9876543210 2012-03-31 Branch ABC | Auto Loan | Internet
m E Unlqu& Identifier Customer Identifier Time Period Dimension Assignme“ts
=
E _g E.q., Instrument 1D E.g.. Corporate E.g., Posting Date E.g., Organization, Product,
m _— CUSlﬂmEr ID Ghannel
(11
C » . . ,
| D Accruing [New Business Fixed | 48 Mos. 2012-04-15 | 2016-04-15 5.25% | 3.00%
g E Classifications Behavior Characteristics Dates Rates
=
) E E.g., Accrual Status, E.g., Repricing Basis, Term  E.g., Origination Date, Scheduled E.g., Interest Rate, FTP Rate
c Contribution Maturity Date
@
E ” $30,000.00 | $15,000.00 $65.63 | $37.50 $15.00 01 720,000
'E; g Balances Margin Related Non-Margin Related Statistics
E E E.g.. Ending Balanca, E.g., Interest Accrued, Cost of E.g., Late Fee E.g., Mumber of Payments,
c E Average Balance Funds Weighted Term Aggregation Basis
E
8 Measures provide quantitative financial information for evaluating performance and managing results

A
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Instrument Detail Warehouse Overview

Source System Enterprise Data L Actuals or
Y p Accounting Hub ElL mEElE @
Extracts Warehouse Consolidations
Budgetlng
Forecasting
Instrument detail is extracted from operational source Accounting data can provide transaction summaries, a
systems and / or an enterprise data warehouse reconciliation baseline and non-instrument financial data Strategic Modeling

Instrument Detail Warehouse

Customer
. . @
Relationship +2|9 | [or23s6789 | [ 9876543200 | [20120331 ] [Branch ABC] AutoLoan | Internet |
Management (CRM) 5 £ | Unigue denifier Customer Identifer Time Period Dimension Assignments
c
€ S Eg.insumend £, Conorate £, Posting Date £ g. Organization, Product, Analysis
o2 Customer ID Channel . Cub
] Instruments are summarized ubes
©| o - - _ across shared dimensions
= 4 [ Accruing _[New Business| [Fixed [48Mos.|  [2012:04-15 [ 20160415 | [ 5.25% [ 3.00% | to support planning and
) ci Behavior C Dates Rates
02 performance management;
Householdin g E Z E g.‘czc’;:;l(i(:ms. E.g., Repricing Basis, Tem  E.g., Ongv’\vnaaﬂ‘?:‘ WD;‘:; esmedmed E.g., Interest Rate, FTP Rate rel at| onal \_Ii ews and
Y] multidimensional cubes
g combine to support
2 [ $30000.00 | $15000.00 | [$6563 ] $37.50 | [ st500 | [ o1 J720000] dashboards, management
%) Balances Margin Related Non-Margin Related Statistics I’eponlng and ad hOC
c @ E.g., Ending Balance, E.g., Interest Accrued, Cost of Eg. Late Fee E.g., Number of Payments, an alysi s.
c a Average Balance Funds Weighted Term Aggregation Basis
Other operational initiatives o|§ May include balances other  Includes rate-based calculations,  Includes other curtent income  Includes ransacton couris by
integrate with the instrument E 2 than "on bank" balances  other yield-related components  and expenses (e.g., total fees by categoryandbasesfor | ([ [ s rrr s
N (e.g., commitments, unused ~ (e.g., amortized direct costsand  type) and may include other calculations of weighted averages
detail data warehouse to ensure 1S commitments, pars Sold,  fee), and other margin-elated  transacton related amounts e, and ratos

[e]
O

. . di , charge-offs) . all fe fe 1
con5|stency of anaIyS|s and to syndications, charge-offs) mmpun;z::(za%“;v(:‘cit)\ons for gross fees) :
provide additional views of .
performance .

Specialized engines base calculations on instrument detail or summarized pools of instruments from the warehouse; 1
results for individual instruments from calculation engines are stored in the warehouse and pooled results from 1 N\
calculation engines are spread across the instruments in the pool 1 @

s

Transfer Pricing Cost AIIocatlons Capltal AIIocatlons Risk Analysis
ALM Engine
Engine Engine Engine System

77714
7774,

“ Reporting &
- Analysis
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Powering your Performance™

Balance Sheet & Margin Planning  Cenee seuae

» This is a huge part of a bank’s
earnings...and variability of those
earnings 2012 2014 2016 2018 2020

» Many, many factors impact current & future performance
= Future contractual cash flows for the existing book
= Unscheduled runoff assumptions
= New production volumes & pricing (including margin fees)
= Seasonality / Utilization assumptions, etc
= Future rate projections

» Treasury models these impacts for the total bank, but many
banks struggle to bridge the gap into Planning & Forecasting

= These factors are typically owned by many, many groups throughout
the organization

= How do you hold people accountable for delivering results?
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Powering your Performance™

Balance Sheet & Margin Planning

» Driving accountability down through the organization
requires greater granularity on a number of dimensions than

Treasury typically is interested in:

= Business Unit

= Geography

= Product Types

» Because relevant data is captured at the Instrument level,

the portfolio is broken down to its lowest common
denominator, and can be rebuilt to match the desired levels
of Planning

» Existing book future cash flows, etc. foot to Treasury “total
bank” values

» Reporting can provide historical insight on the drivers
groups need to forecast new business
= Not just new business — THEIR new business

= Not just spread on new volumes — THEIR spread on THEIR
volumes!
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Powering your Performance™

Driver-based Planning Benefits

>

>

A\

YV V V VY

Plan at the level where decisions are made at the
organization, product and measure level

Alignment of forecast authority and responsibility leads to
greater ownership of results

Managers enhance their understanding of product
dynamics and variances

Helps bridge the gap between how what managers do on a
day-to-day basis impact the bank’s performance

Provides clarity into what organizational earnings goals
require of daily performance

Focuses managers on producing future results rather than
just measuring past performance

Improved understanding ultimately leads to improved
Pricing models, decisions, forecasts, and actual results
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Powering your Performance™

Profitability

> Measurlng Profitability by
Organizational Unit

=  Product
=  Channel
= Vintage 't:'

=  Geographical Area
=  Customer / Customer Segment

=  Officer

» Components of Profitability
=  Spreads
= Fees

= Direct Expenses
= Allocated Expenses
» Book of Business based on Officer Assignment

=  Ongoing Accountability for Credit
= Attrition Goals

AMIfs Profitability, Performance, & Risk Conference 18 Phoenix, AZ



ROLTA Powering your Performance™

Credit Performance & Risk Reporting

» At an instrument level, data about the customer, credit
decision, loan agreement, and actual performance
was gathered, including:

= Customer “Biographical” Information

= Underwriting Information

= Loan Structure/Pricing Information

= Loan purpose

= QOriginal Loan Amount or Loan Commitment
= QOrigination and Maturity date

= Funding rate/cost

= Collateral / Guaranty Information

= Financial Performance Data

= Credit Performance Data

AMIfs Profitability, Performance, & Risk Conference 19 Phoenix, AZ



Powering your Performance™

Credit Performance & Risk Reporting

Across existing
dimensionality...

» What types of analyses can be performed?
= What are the major concentrations in our book of business?
= Pricing vs. Risk
= What about new production?
= Vintage Analysis
= |mpact of Loan Exceptions
= Maturity / Attrition Analysis
= Disaster Planning
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Account & Client Behavior

» Special Rate CDs

» How quickly do new lines of credit begin to behave
like “the portfolio” of credits

» Next most likely product to buy

» Early warning signs — what accounts are getting ready
to leave?

» How will changes in NSF / OD Fees — and fee types —
Impact revenues to the bank?
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Powering your Performance™
Yy

Sales Effectiveness

» Swimming further upstream into New Production —
specifically, performance of the...
= Sales Force
= Sales Process

» Measures:
= |nformation about the Officer
= [Information about the Application

= [nformation about the Borrower/Applicant
o FICO Score, LTV, Debt/Income, etc.

» Dimensionality: Employee/Role, Credit Worthiness,
Application Status
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wering your Performance™

The Problem with “Averages”

» Organizations fixate on

‘averages” - losing sight of what
IS happening across a population

: . —tn=0 5%=1 06
> For Sales, this has major 20 0.7
Impact on goal setting, —— =0 5¢=1.5

Incentive plan design, and
assessing & staffing key
production roles:

= Sales Goals: +10%, or double?

= How do we reward our top
performers? What do we risk if
they leave?

= |f ] add sales FTE, will my sales
Increase proportionately by the
“average”? What if | cut staff?
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Sales Force Effectiveness

>

>

How effectively are you “managing”
your sales force?

Best fit?
. Log-Normal Curve
= Poisson Distribution Curve

The log-normal distribution is the
maximum entropy probability
distribution

. Entropy: a measure of the number of ways
in which a system may be arranged, often
taken to be a measure of "disorder”

. Physical systems tend to move toward
maximal entropy configurations over time.

the Poisson distribution is sometimes

called the law of small numbers

. it is the probability distribution of the
number of occurrences of an event that
happens rarely but has very many
opportunities to happen
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MNumberof Business Bankers
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Powering your Performance™

Sales Force Effectiveness

New Loan Production
Distribution of Performance

» How can | learn from the best,
and bring the lower performers
along?

» What is driving the performance
differences?
. Market Opportunity / Competition?
. Time in Position?
. Overall Experience Level?

. Specific Prior Experience or
Education?

. Personality Traits?
. Method / Process?

» Do | need to tweak / revamp

compensation approach to
retain my star performers?

» At what time does the “New”
curve separate itself from the
“Just not very good” curve?
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> Swimming further

upstream, the
“instrument” could be
an application...

Why do applications
get “stuck in place” or
ultimately fail? Why
do some pass through
underwriting to close,
while others don’t?

AMIfs Profitability, Performance, & Risk Conference
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Process Improvement — Important source of feedback...

> Is a given error type a challenge for all? Or only for certain
roles? A given geography? Understand the pattern, and you
can craft an appropriate response.

> Is an issue getting worse, or are we making progress?
> What opportunities might there be hiding in your data?

Closed Applications
By Reason Code...
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Powering your Performance™

Driving Success in Bl Efforts

» What does It take to be successful?

Buy-in / Support at the highest level of the
organization

Real need — and opportunity
Avallability and quality of data

Involvement from Business Analysts in the Lines of
Business — anticipating the kinds of questions that will
need to be answered / problems that will need to be
solved
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Powering your Performance™

Project Effort Determining Factors

YV V VYV VYV V YV V VYV V

YV VY

Number of data sources
Availability, accessibility, and organization of data in data sources
Cleanliness of source-system data

Complexity of data transformations (data staging) required before
rendering in dashboard

Complexity of business rules / calculations

Accuracy of dashboard reporting requirements
Consistency of data definitions and reporting dimensions
Volume of desired KPIs, Dashboards, and pre-built reports

Degree to which documentation, institution of production processes,
training, and general knowledge transfer is conducted

Security requirements
Availability and level of involvement from Business & Technical staff
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Powering your Performance™

Solution Delivery Philosophy

Pragmatic/Phased Project Implementation

(1) Preliminary As-Is Assessment — Performed
high-level assessment of current state of
Planning

(2) To-Be State Vision — Formulated aspirational
vision for Client’ Planning Process, capabilities,
and operating model. Identified main capability
gaps and prepared high-level preliminary
roadmap to bridge from current state to future
vision.

To-Be State
Implementation

(4)

(3) Validated As-Is Findings — Analyzed of current
state based on 6-8 week effort

(4) “To-Be” State Implementation — Create a set
of recommendations that collectively specify a
future state for Planning Process. The
Refined recommendations confirm and clarify the Vision
ﬁ Roadmap & and represent a concrete description of what
Charters . .
®) can be expected in a 9-12 month timeframe.

(5) Refined Roadmap and Charters — Articulated
a refined roadmap and developed project
charters to describe the efforts necessary to
implement the recommendations.

(6) Discrete Plan and Build Projects — Initiated
development of workplans necessary to launch
> Design and Build Phases.

Validated
As-Is Findings
3)

I Current State > Future State
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Successful Executive Dashboards

Executive Dashboards are subject to constant change. The enabling technology must be
flexible and robust. The application must be easy to use. Projects must create rapid value
without limiting future capabilities. The audience must be given tools to manage and
analyze, not just monitor their metrics. The dashboard needs to provide a context for

decision making.

Phased Approach to Implementation and Support

Easy to Learn and Use tegrated Analysis Capabilities

Management Capabilities Flexible, Robust Technology
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Takeaway

» Get started now!

= Your competitors are already adopting these
transformational projects and seeing real results

» These are not just IT Initiatives!
= Get aligned with the business and understand the
essential drivers.
= These project drive real business value

» Set realistic goals to climb the “Gartner Curve™!

= Understand where you are relative to technology and
organizational capabilities

= Don't forget that this is not about dashboards but long
term Financial & Operational Excellence and growing
business value.
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wering your Performance™

Takeaway- Selecting a Partner/s

» Lowest cost vendor is not correct with
these projects; the value to your
organization is too high. _

» Deep industry & functional knowledge is
required

» Vendor investments can accelerate time
to value and provide best practice access

» Sustainable and Scalable architecture
and design is required as you will gty
upgrade these systems

» Assure you can work well with partner
and they are flexible to meet your needs

Look for Partners with deep understanding of your

problems and who can give you an early win!
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Questions?
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