


Prepaid Cards are Growing

The total amount loaded on prepaid debit cards is expected to exceed

$100 billion by 2012.

Total dollars loaded
on prepaid debit cards

$125 billion
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Top issuers of prepaid cards, 2008*
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*Includes all prepaid cards with a Visa or MasterCard logo, including gift cards and

reloadable cards.

Sources: Mercafor Advisory Group; The Nilson Report



Changing and Challenging Environment ... The 4Cs
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Outsourcing

Achieving process payments in a leaner and more digitized manner



How Can We Use The Prepaid Cards Opportunity, But
Take Into Account Of The Challenges Ahead And Be
Able To Deliver?



C)kg& Sigma

Lean Six Sigma Is An Interesting Answer

Defects/Variation

Speed

Defects/Variation+Speed

Working on:

*The product path
*The process path

This is Fine for Products and Processes .. And Technology?
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Lean Six Sigma is not enough: wom
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Action Digitize

Information

Marketing is important but Delivery is essential
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The Lean & Digitize Methodology*

(Preliminary)

Define and Measure
Analyze and Process Design
Architecture Design

Build, Test and Deploy
Verify

(Replicate)

“... information systems have to do more than manage huge amount
of financial data...” Bill Gates

* Copyright B. Nicoletti, 2010



Solution Evaluation Criteria

Relevant Expertise
and Experience

Project Appro%h & ‘)\
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Agenda

Lean & digitize Payment processes
*Leaning processes by using lean processes
Leaning Risks

*Best practices and 2010+



Objectives of the Lean Principles

2 2 22
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« Optimize the Value for the Customers and the Financial Institutions
* Reduce the cycle time

« Lean the organization

« Eliminate un-necessary costs



The Principles of Lean Thinking

Value

Identify the flow

Lean the flow

The customer pull the flow
Strive for Perfection



Add Value To The Customers

Prepaid Card Segments

Employer to Government to Consumer to Business to Consumer to
Emaprizyg:G(l)EZE Consumer (G2C)| Business (C2B) Consumer (B2C) | Consumer (C2C)
Payroll Social Security Charity E) Zt:]ag?s{[;i?ﬁ:z] Gift/Youth

Benefits Food Stamps Reloadable Store Insurance Reloadable Store

Health/Pension

Unemployment

Youth organization

Store Refunds

Remittance

Per Diem Disbursements Travel Incentives Travel allowance
Fleet Medicare/Medicaid Phone Rewards Phone
Incentives Disaster Relief Fuel \Vouchers Student

.. Go for Prepaid Diversity ... Many Killers Applications




Closed vs. Open Loop
Reloadable vs. Non-Relodalble
Single vs. Multi-Application
Multi-Payment

Card Not Present

Work on the Value Proposition
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Quite a Few Opportunities+

1b un/under banked
Need a low cost payment solution

350m cellphones
No dominant payment structure

Progressive Authorities
Growing need for cashless

el B

Fragmented retail sector
Gift for top tier only




Where to Lean & Digitize Assuring the Flow

« Marketing

e Setup
 Processing

« Customer Service
« Miscellanea

Lean & digitize projects can impact on more than 50% of the costs



Agenda

Lean & digitize Payment processes

eLeaning processes by using Lean & digitize
Leaning Risks

*Best practices and 2010+



Eliminate The Waste (The “Muda”)

Over-production

Defects

Transportation non necessary

Manual moves

Delays

WIP (Work in Process)

Work dedicated to un-necessary processes

Go for Maximum Digitization



The Components

Simplify Add Value Consolidate and Virtualize
Product Precess Tasnriology
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Guidelines More products in the same process with Consistent business logic
Policy personnel as a consultant Service oriented architecture
Local Policy reviews Different processes for different Network-centric
More self-service customers: On-demand service delivery

* Debit cards

* Credit Cards

*Prepaid
COE Development
Acquiring Expertise
Organizational Design
Training

“Financial Services Organization can no longer let BPM pass...” Michael Hammer
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The Technology

Customer Contact Connection The Hub

Agolicaiion

Prepaid Cards

CorelSSUE || CoreACOUIRE | GoreGOLLEGT | GoreSALES || CoreDISPUTE

Vl A L1 L1 2

User Security

S— —— —
Service and Sale Network Components Rich Internet Applications
Self-service Terminals WLANS Software as a service
Optional Integrated Functionality Security Business Intelligence

Security Intrusion detection Hw Virtualization

Firewall Appliances CRM

Media streaming Multi-purpose wireless network Document management

Voice Services Sona Backup

... Fun Interaction SOA

“High performance processes require new information systems” Michael Hammer
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Agenda

Lean & digitize Payment processes
*Leaning processes by using lean processes
sLeaning Risks

*Best practices and 2010+






Many Requirements to Reduce Risk

Market Risk

Credit Risk
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The Business Need

Anti Money Laundering (AML) is increasing in importance.

Some institutions have been fined (BofA) or have lost the banking
license

« Unclear the situation with new regulations



Where is the industry?

Banks now more proactive ...

TRANSACTION MONITORING TO LEAD SIGNIFICANT
U.S. SPENDING IN THE NEXT 3 YEARS

Transaction monitoring

Provision of training
External reporting requirements

Account opening procedures

Remediation of KYC documentation
for existing customers

Internal reporting requirements

Introduction of global procedures

I T T T T T T T
00 05 1.0 1.5 20 25 3.0 3.5 40 45 5.0

Scale of 1 (no investment needed at all) to 5 (greatest investment needad)
Mean Scores. Based on March 2004 survey of 209 banks in 41 countries.

Source: KPME LLP, 2004

Spend Increasing

Defensive FinCen Reporting ...

SAR FILINGS SDAR

Heightened awareness of AML responsibilities has led to a dramatic
increase in Suspicious Activity Reports submitted to the Treasury
Department’s Finandal Crimes Enforcement Network (FinCEN).

350,000 340,800
300,000 273,823 288,343

203,538
162,720
150,000 120,505

100,000 81,197 98.521
52,069

1996 1997 1998 1999 2000 2001 2002 2003 2004

*2004 data as of December 1, 2004
‘Source: FinCEN

Industry Ahead of Many
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The Architecture of an AML System - Creil Checks
-Turndowns

- Security Depos1 ’/('3 "~
L
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Capabilities

« Design and change rules

« Extract, Validate, Transform and Load

 Engine
— Statistical (Actimize) or neuronet (ACI).
— Batch or real time.
— Comparison transactions vs. profile.

« Case Management (False Positive)



Agenda

Lean & digitize Payment processes

*Leaning processes by using lean processes
*Leaning costs

*Best practices and 2010+



A Best Practise: the New SEPA regulations in the
European Union

e.g. 300 millions the Europeans
which could use the service

J
In 2008, the services available for
micropayments were 62
J
Maximum amount payable with
micropayments would be € 30
J

Credit lines up to 12 months

ww.themegallery.com

Issued by Payments Institutions
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The (Near) Future

Integrate Be Each Customer-Centric Mobilize

Product Process
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Multi-everything Cards Better Customer Service Standardization

Virtual Cards Integration of products and process Personal (mobile) devices
Transfer Cards approach PaaS — Platform as a Service
Contactless cards Management of full end-to-end processes  More and more

Franchising Web 2.0 => Card 2.0
Social Networks

Social Card

Move from Prepaid Cards to Prepaid Instruments to improve the flow
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The Final Message To Beat Your Competition... '
... Strive For Perfection

« Continuous improvement
« The policy of the Bonsai, small steps at a time



Thank You/Grazie — Any Question ?

Bernardo Nicoletti

Bernardo.nicoletti@pinion.net

+39 348 470 7016
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Appendix



Resume

 Fulbright Scholar with a Master from Carnegie Mellon University
and a Degree from the Polytechnic of Turin, Italy

« Worked in 10 Countries in several companies
* MIS and CTO in Alitalia
* Project Leader in Airplus
» Program Leader in Galileo
 CEO in Sigma Plus
« CTO in GE Money
* CIOin GE Oil & Gas
 CIlOin AIG UPC Latin America
* Management Consultant for Pinion with projects in Saudi Arabia

 Master Black Belt



