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Introduction

Information Management should enable effective risk policy and efficient operations.
Applications of Information Management Tools in Credit and Accounts Receivables can
help an organization successfully link information from all of its systems to optimize
business performance.

During this presentation, we’ll examine:
» Why information management is an integral part of our business
» What information management-based tool sets exist for credit risk management

» How information management-based tool sets can be applied across the credit
lifecycle

Today’s Environment

Competition
Margins

Mergers and
Consolidation

Customer
Sophistication

Expectations

LYY

Pace of Change
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Information Management is Now a Strategic Core to Business

» Information Management is no longer an afterthought in business strategies
* IMis increasingly being used to achieve business objectives

— Improve responsiveness

— Improve quality of service

— Improve productivity

— Increase ROI

— Achieve competitive advantage

Information Management Can Be Used To:

» Create more capacity for people to do what they do best
* Achieve consistency in actions

* Crunch huge volumes of numbers, quickly without error
» Consolidate data and transform it into information

* Make data/information available to multiple functions

» Enforce policy

* Monitor and track performance

« Store history

As the Technology Base Expands and Changes, Information Management
Becomes More Complex

INTELLIGENT AGENTS
THE WEB
THE INTERNET
DECISION SUPPORT SYSTEMS
DATA MINING
WORKFLOW
GROUPWARE
GIGABIT NETWORKS
MASSIVELY PARALLEL PROCESSORS
MOBILE COMPUTING
NEURAL NETWORKS
DISTRIBUTED SYSTEMS
COMMERICAL UNIX
EXECUTIVE INFORMATION SYSTEMS
IMAGING
OBJECT TECHNOLOGY
EXPERT SYSTEMS
SYSTEMS APPLICATION ARCHITECTURE
OPEN SYSTEMS
LOCAL AREA NETWORKS
CASE
RELATIONAL DATABASES
PERSONAL COMPUTERS
ON-LINE SYSTEMS
DATABASE MANAGEMENT (NON-RELATIONAL)
| | | | | | | | | | | | | | | 1 1 |
I 1 1 1 1 1 1 1 1 1 1 1 1 I I |
1968 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1999 2003 2008
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Core Technologies are Evolving Rapidly and Synergistically

Computing

Computing
power doubles
every 18-24
months

Since advances in technology
are occurring rapidly, it’s
important to focus, not on the
underlying technology, but
rather on “information

management-based tool sets.”

Communication

Improvements in
fiber-optics have
delivered rapid
increases in
bandwidth.

Storage

Memory density (for
constant dollars) has
doubled every 12 months.

Knowledge Solutions can Help Create Information Management-based Tool Sets
for Credit Risk Management

NN~

Extract Information from Workflow Automation and CTI Applications

Data Warehousing
Data Mining
Intranets/Extranets
Decision Engine

Connectivity to 3rd Party Databases

Test & Control
Performance Management
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How Do We Apply Information Management-based
Tool Sets Across the Credit LifeCycle?

- Set Risk/NBD
targets

«Fraud Prevention
Plan

« Bundling
strategies

. [ 4
[ 4 [ 4
[ 4 - Risk based
collections
- Behavior Scoring
- Reduce AR Balance
- Retention/Winback « Self service - Reduce bad debt
- Segmentation «Upsell/Cross-sell -Increase Recovery
« Customer - Usage Monitoring - Fraud/Skip Trace
valuation « Customer
- Pricing strategies - Churn management Satisfaction

- Risk Based offerings
« Customer Profitability
« Credit Scoring

1. Extract Data from Workflow Automation and CTI Applications

By extracting data from Workflow Automation and CTI (Computer Telephony
Integration) applications, improvements in Credit and Accounts Receivable
Management can be achieved.

Information Management Benefits:

Apply credit rules consistently

Support complete capture of customer information
Tailor treatment paths to fit customer profiles
Understand collection actions

Enforce collection policies

Confidential -Knowledge Solutions LLC
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2. Data Warehousing

A centralized, integrated repository of information optimized for data retrieval, analysis,
and reporting. Includes processes for updating and maintaining data.

Information Management Benefits:
» Effectively deliver large quantities of up-to-date, consistent information to
internal users
» Eases evaluation of a business activity
* Improves decision-making
» Supports forecasting and planning

3. Data Mining

Process that employs a variety of data analysis tools to discover patterns and
relationships in data.

Information Management Benefits:

* Reduces time spent on knowledge discovery

» Improves forecasting via utilization of large samples

* Provides scientific support for decision-making

» Identifies areas where improvements most beneficial

» Lower costs through increased promotion, marketing, cross/up-selling
effectiveness

» Enables discovery of previously unknown information (Business
intelligence)

4. Intranets/Extranets

Protected internal and external communication platforms based on Internet technology
(TCP/IP, HTTP protocols, HTML, etc.).

Information Management Benefits:
» Relatively inexpensive easy-to-use infrastructure
» Enables wide deployment of results reporting
» Enables extension of business processes to partners and occasional
users
s Supports collaboration and communication

Confidential -Knowledge Solutions LLC



-

& Knowvledge

)Solutionsm

5. Decision Engine

While data warehouses provide an easy-to-use, central repository of useful information,
decision engines turn the data into knowledge that can be used in making key business
decisions.

Information Management Benefits:
» Targeting collection strategies based on risk and behavior
» Improving customer support by routing calls appropriately in the support queue
« Streamlining business processes by enabling instant decisions based on a
customer's credit history and an organization's business rules

6. Connectivity to 3rd Party Databases

Process that provides access to third party databases outside of your firewall that allows
you to combine efforts with outside companies in order to meet business objectives and
give customers a seamless experience. The most common application in Credit
Management is connectivity to credit bureaus.

Information Management Benefits:
» Ability to make real time credit decisions
» Enables the reporting of customer information to the credit bureaus.

7. Test & Control

Process and tools for comparing and evaluating the performance of different
decision/treatment strategies in order to make improvements

Information Management Benefits:
» Discover and implement optimal strategy
» Continuously monitor and challenge existing strategies to ensure evolution
over time
» Improved understanding of customer behavior
» Experimental/scientific corporate culture

Confidential -Knowledge Solutions LLC 8
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8. Performance Management

Process of monitoring and measuring performance and providing ongoing feedback to
management and employees on their progress toward reaching their goals.

Information Management Benefits:
» Allows for better understanding of organizational results through
customization of key process indicators and A/R reporting.
* Provides insight into customer segment performance through portfolio
analysis and reporting.

» Allows for monitoring and tracking of key initiatives critical to meeting
goals.

How Knowledge Solutions Can Help You

+ Knowledge Solutions can help you determine your most critical information
needs and align them with the goals of the business. We can conduct an

Opportunity Analysis that will focus on the business value. We will accomplish
the following:

- Clearly define your most critical business problems.

- Align information needs with the business needs.

- Determine the value of an information management solution.
- Provide fast payback to the business.

Our Approach

We recommend a phased approach with specific value- added deliverables at each
stage of the project

 Phase 1: Baseline assessment of current capabilities with “quick wins”

» Phase 2: Expand reporting capabilities and create Management Scorecard
* Future Phases: Design long term analytic solution

Confidential -Knowledge Solutions LLC
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Phase 1: Baseline Assessment of
Current Capabilities / Quick Wins

Phase 1 Activities

>

>

>

Establish an inventory of existing process controls, metrics, and
reports

Partner with leadership team to identify and address key information
gaps

Conduct readiness assessment and data availability for development
of analytic tool

Establish recommendation for reporting hierarchy, information strategy
and process management

Develop methodology to conduct baseline assessment of policy,
process and analytics maturity for future acquisitions

Deliver “quick wins” by utilizing existing capabilities to create critical
reports

Phase 1 Deliverables

>

>
>
>

Y VY

Document defining current metric inventory, gaps and overlaps
Dictionary of key data elements, including sources, definitions and
uses

Proposal for metric standardization and integration

Document defining an end-state suite of reports including data
elements, sources, and frequency

Document defining methodology to conduct baseline assessments
Create new reports utilizing current capabilities

Phase 2: Expand Reporting Capabilities, including
Management Scorecards

Phase 2 Activities

>

Expand reporting capabilities to leverage all available information

= Establish links to critical data across the enterprise

= Develop detailed design for reports to support revised
measurement hierarchy

= Code and produce new reports

= Generate reports to support deployment

» Develop and Implement Management Scorecards

Phase 2 Deliverables

>
>

Full development and deployment of reporting capability and scorecard
Detailed documentation of new reports and scorecards

Confidential -Knowledge Solutions LLC 10
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; Monthl YTD
Base Management Metrics Y 90-Day !
Feb 2005 Status | ynthiy | vs. otk o YTD oun | Trend 12 Month Trend Key Points
CUELY Resuts | faviumay | 7> 0" | Resuts |
e [Steady d th tive sales acti last 3
. 998K (15K) AaK 998K AaK l vezfa ly decrease with no proactive sales activity over last
. 450K 0K 8K 450K 8K l TN | ange i trend due to liminaton ofproacive sales in Octod
Customer Increase in customers started with introduction of low priced
Movement . 17K 0K K 17K K | ADSL line splitting offers in Ju04
et o, |Decrease seen in 4Q04 - Possible re-direction of LEC
‘ 3.8% 0.0% 0.6% 3.6% 0.8% l competivie winback budgets to battle cable
TN N i % %
. 3.6% 0.0% 0.9% 3.5% 11% ' . ;?gﬂofimaasﬂa” time low at 3 2%. Save Desk results 183% of
. 4.0% 0.0% 0.0% 3.9% 0.2% ' l Sttt E;:z S:jtinihght\y better than plan. Adds ar driving custorner
Decrease in sales activity with decrease in customer base -
. 105K (*06 (*06 1K 7K l W callvolumes into centers are main drivers of SALD sales
. Sales Plan front end loaded - Revenue plan calls for 9K sales
Selling . 96K | (24K) | (B.OK) | 225K | (8.6K) L g H_m_v\ﬂ_... per month from AGS SBM Care Centers
. 0.6K (0.2K) (0.2K) 16K ©.1K) ' ) M g?ffﬁﬁi‘uﬁ& sales with introduction of ADSL Line Splitting
Decrease in sales activity with decrease in customer base -
. 16K 00K 00K 34K 00K l M callvolumes into centers are main drivers of Toll Free sales
ARPM strength from CLC and Access Reform Revenue as well
‘ $0.276 | $0.002 | (50.004) | $0.277 | (50.005) | 4= rmsreemnead " |5 riting acions ko in 10, Sightybelorpln s 5
stronger than anticipated volurnes.
ARPU
' I A~ Plan assumed $3 increase in Jan'05. Actual price increases
$39.5 $0.01 ($2'9) $39.4 ($2'8) timad in March due to States' Notification Requirements
Lower Trend due to Product Mix Shift towards ADSL Line
. $130 $9 $1 $130 $1 l W"’\_, Spiitting Offers ($50/$100 vs. $180 IDSL)

Sample Base Analysis

Base Lines by $50 +/-

Full Month Only

LiresinThousard

SB Takeaway
Large increase
In $50+
customers
due to pricing/
seasonality

an§gmgr
57% of All-D
are $50+

LiresinTrousare

Base Lines by Local Plan Type

SB Takeaway

77% reside

on lead offer:
Local Flat Rate
w/LD

nsumer

TOTAL

= Unlimited Term

= Unlimited MTM

= Motered Rate

= Fiat Rate

High-end
packages &
features
make up 50%

LiresinTrousarc

o

Base Lines by RBOC

Oct '04. Nov '04 Dec ‘04 Jan 05 Fob ‘05

TOTAL

= verizon

= sBC

= Qwest

= Boll South

SB Takeaway
SBC make up
45% of LEC lines,
up from 41% in
Jan '05.

Consumer
Comparable
LEC distribution

Liresin Thousare

Base Lines by Tenure

SB Takeaway

68% of
customers

13+ months
2% higher than
prior month.

nsumer

TOTAL
= 15+ Months
= 7-12 Months
= 4.6 Months
=03 Months

60%+ of
customers
13+ months

Starting Jan '05 data period changed from Calendar Month to Journals Month
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Sample Process Scorecard
Operational Performance
January 2005
Process A ~ Key Operational Indicator
Status lllustrative Metric Actual Target Trend Good
Sales N [Net Sales Lo O N
Ordering 1 J— Cancellation Rate (Nov Orders) 11.3% 7.0% PO S o o o 4 \[,
Provisioning 1 —|Sales Order Flow Through - New 70.1% 74.0% \aaaaas o S N
Provisioning /N |Sales Order Flow Through - Add 81.0% 85.0% G400 00000 N
Provisioning 1 | Sales Order Flow Through - Change 91.8% 85.0% P A e = 4\
Provisioning | % Customers Provisioned by DD - New 84.1% 88.0% | THEEEE | N
Provisioning AN |% Customers Provisioned by DD Add 86.4% 90.0% | *** T eeee [ N
Provisioning T e |% Customers Provisioned by DD - Change 93.3% | 90.0% A AR W N
Provisioning T | W Truck Roll Productivity - Provisioning 66.3% 65.0% A A R a e ad /[\
| Bl Estabiish | % Bill Establishment within Cycle Time 99.3% | 980% [T (AN
| Acot Acsuracy | —|% Biling Accuracy (December Bills) 900% | sso% | T [
M | % Callling Customer Senvice 21.3% 26.6% 400000000 \1,
Cust Senice ——|% Done 79.5% | 80.0% | VU AN
MT | %0 SeV. 1 Troubles Cleared within 24 Hours 42.0% 60.0% aaass e s s Y /[\
Collections T e | %0 Customers Delinquent (January Actual) 25.6% 28.0% laaaasas ol \1/
T Notes:

. Green < 2% target deviation

Yellow < 5% target deviation

. Red > 5% target deviation

Future Phases: Develop and Deploy Long Term Analytic Solution

Future Phases Activities
» Design long term analytic solution
= Conduct assessment of data quality for analytic tool
= Develop business
» Develop and deliver the long term analytic tool

Future Phases Deliverables
» Document detailing business requirements and design of
long term solution
» Production support and maintenance documentation
> Professional services and analytical support to ensure all benefits of
the tool are realized
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