


Changing and Challenging Environment ... The 4Cs

Customers Computers

Empowered and demanding
Complex and confused

Sometimes Malicious

Costs

Inflation

Compliance

Security Requirements

Complex Technology
Laws and Regulations

€L =

Outsourcing

Achieving process payments in a leaner and more digitized manner
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Need of Creating a truly Integrated Card Strategy

Customers Portfolio \ Solution
analysis / design Selection



Creating a truly integrated payment systems strategy

WHEN DO YOU WANT TO PAY? YOU DECIDE

BEFORE NOW LATER AT YOUR PACE
Attributes
e Security e Daily life e Convenience e Customization
e Expense control | eExpense control o Flexibility e Payment
e Anticipation e Immediacy e Ease of use deferment
e Planning e Transparency e Customer e Support
e Provision support o Flexibility
ecCommerce e Availability o Adaptability
e Trust




Engagement to

purchase

(Amount of payment)

The Role Of Different Payment Solutions*

agement

High eng

It's preferred by mgchants
It’s accepted evemﬂhere

“* | have no fees

It’s secure,
nobody j swindle

-
|'can pay at any time, no
techniggpproblems
Cash “* Everybody can use it

* | can negotiate the best price

Low engagement

I can pay any agount

Debit Card
-

It’s simple and easyto use

| can pay whenever | want
It’s “all in one”
-
-

It’s convenient because
it’s always with me

“#*ft suits small expenses

Cheque

Focus on NFC

agement

High eng

I ggn track my expenses

R
\can be rewarded

® (Credit Card

Prgpaid Card ,

It’s convenient

in case of emergency

I can also look for and choose

NFC M-P
-

the goods | want to buy

It allows me not to
carry money with me
| can pay without being
.aat the point of sale
-

It’s quick, | have no
cash back problems

“*it’s quick, | can avoid queuing

It's innovative -

Convenience of payment

16

*VRL, 2010

(De-materializatiog5 of payment)

agement

Low eng

<>



Creating a truly integrated payment systems strategy

DEBIT C R E D I

.
Prepaid Revolving
Mass market

(Immigrants included) [H

N T,
RN I

Basic service !
(for free) |

Additional

services

S
e

s m—————



Prepaid:

The Next SMART* Solution?

e Pressure on credit

e Looking for new revenue sources

e Potential for product bundling

e Changes in the macro-economic landscape.
e Key regional initiatives

e New Channels: Web and Mobile

* SMART = Simple Manageable Accessible Re-usable Trustable



Quite a Few + Opportunities

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

5b cellphones
lj2 No dominant payment structure

\!

Progressive Authorities
OVid Growing need for cashless

Fragmented retail sector
Gift for top tier only




The Commercial Prepaid — Value Adding

Internal applications benefits

m Payroll B Improved efficiency over paper based

Commission payout B Reduced outbound / Inbound processing cost
Rewards and incentives B Reduced bank fees

Agent/ contractor payments : . N -
Petty cash B Reduced print processing, distribution, mailing
expenses

Purchasing B Transparenc

Travel expense - P y

Emblovee expense account Reduced check replacement cost.
ploy Y B Control over expenditures with

Relocation expense flexible limitations and audit trails

Meetin lanners .
Insurangepclaim e B Reduced bureaucratic procedures

B Faster distribution
B Ease of maintenance

Loan distributions

o benefits
eXternal app“CathHS Fast and easy access to funds

B Consumer rebates No waiting for check distribution
B Consumer gift cards No need for bank account

B Customer refunds Broad acceptance
B Claim settlements Reload capabilities for open network solution.
B Airline credit No cheque cashing fees

Improve customer retention

Reduction of Operating Cost and increase in operational efficiency:
suggests Payback in 2-3 years suggest



Prepaid Cards are Growing

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

$100 billion by 2012. M Transit Online Travel B Govt. Benefit
Total dollars loaded 60% [l Corp. Benefit Payroll [ Unbanked B Insurance
on prepaid debit cards Top issuers of prepaid cards, 2008*

$125 billion PURCHASE VOLUME 509

............................ ISSUER BILLIONS

H&R Block s7.7 I

VeBark o5 W
JPMorgan Chase 33 NN .,
Comerica 29 N

Comdata 27- 20%
Bt B
oo ML
brap e N

. . ‘ 1 B e S & > S
04 06 08 10 42 PalmDesertNatl 0.6 - @P“ & & (..o‘b o @ @

*Includes all prepaid cards with a Visa or MasterCard logo, including gift cards and

reloadable cards. Largest three segments (excluding gift cards) as a proportion of total prepaid turnover by 2015
— PSE consulting (European prepaid market 2008)
Sources: Mercator Advisory Group; The Nilson Raport



Add Value To The Customers

Prepaid Card Segments

Employer to Government to Consumer to Business to Consumer to
Employee (E2E and .
;’G%e()\ Consumer (G2C) Business (C2B) Consumer (B2C) Con 20)
. . . Rebates /Penalty . .
Payroll Social Security Charity L oan Distribution Gift/Family
Benefits Food Stamps Internet/Mobile Insurance Reloadable Store
purchases
Health/Pension Unemployment Youth organization Store Refunds Remittance
Per Diem Disbursements Travel Incentives WIIOW
Fleet Medicare/Medicaid Phone Rewards Phone
Incentives Disaster Relief Fuel Vouchers Students

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



Add Value to the Customer (cont.)

Closed vs. Open Loop
Reloadable vs. Non-Relodable
Single vs. Multi-Application

Multi-Payment

@resent (Virtual)

Work on the Value Proposition



Prepaid — Power to redefine markets ?

Who is the largest seller of digital cameras in the world ?

Mobile Phone

Manufacturer

Who runs the biggest music business in India ? /

Mobile Service

Provider

Who will be the largest provider of financial services in
20207

Industry ?



Evolution of prepaid offer in ltaly:
The Post Office launched first and they have 6 million of cards in 2009*

2004 | 2005-2008 2009
Relogdable prepald Consumer shows Vertical products
card introduced in self-segmentation targeting specific
the market in usage patterns: usage

Prepaid Cards are Essentially Electronic Money

* Mastercard



A Lean & Digitize Example: é for Prepaid Cards

VISA VISA )

MasterCard MasterCard
Worldwide Worldwide

N

Acdgdnt </}éPayments
Recglivables Platform

R







The Business Need

« Anti Money Laundering (AML) is increasing in importance, especially with Prepaid.
« Some institutions have been fined (BofA) or have lost the banking license
* Unclear the situation with new regulations

There are Solutions

« Design and change rules

« Extract, Validate, Transform and Load
 Engine

« Case Management (False Positive)



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 4.0 45 5.0

Scale of 1 (no investment needed at all) to 5 (greatest Investment nesded)
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 (Fin CEN).

350,000 380,506~
300,000 273,823 288343

203,538
162,720
150,000 120,505
100,000 g1,197 96521
52,069

1996 1997 1998 1999 2000 2001 2002 2003 2004

*2004 data as of December 1, 2004

Source: FinCEN

Industry Ahead of Many



In Summary: The Four Pillars of Payment Systems Success

I ON
INNOVATION REGULATORY ACCESSIBILITY TECHNOLOGY

AND FRAUD & EASE OF USE




i8

And Never Forget Security: Example Of BBVA

e Mobile alerts service

e Insurance against ATM robbery

e Protection against fraudulent use from the first euro

e Secure e-commerce




Current and Future States of Prepaid Business

United States Europe
Prepaid and gift cards bouncing back in Less developed than its U.S.
2010 counterpart
Prepaid products have the potential to reach Many factors have delayed expansion of
the entire U.S. population prepaid in Europe
Aite predicts consumers and
businesses will load as much as Tower Group estimates 375 million
$186B on prepaid by 2014 stored-value cards will be in

circulation in Europe by 2010

Volume breakdown of branded * 1000% increase over 2005
prepaid loaded in 2009 by segment Prepaid card usage is high in Italy
8 e and still low in UK, Germany and
16 14.9 .
Austria,
m General Purpose  *#
® Incentive 12
= Gift 10

m Government
m HealthCare
Payroll
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Billion (USD)



The (Near) Future

Integrate Be Each Customer- Mobilize
Centric

Product [Process |RfasStrlctune
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Move from Prepaid Cards to Prepaid Instruments to improve the flow


http://images.google.it/imgres?imgurl=http://upload.wikimedia.org/wikipedia/commons/thumb/8/83/Process_states.svg/300px-Process_states.svg.png&imgrefurl=http://en.wikipedia.org/wiki/Process_(computing)&h=300&w=300&sz=26&hl=it&start=13&tbnid=lFfc8gn_ssLymM:&tbnh=116&tbnw=116&prev=/images?q=process&gbv=2&hl=it&sa=G
http://images.google.it/imgres?imgurl=http://ops.fhwa.dot.gov/freight/images/info_flow.gif&imgrefurl=http://ops.fhwa.dot.gov/freight/publications/concept_ops.htm&h=321&w=500&sz=21&hl=it&start=1&tbnid=OpGxwRBW-qBgpM:&tbnh=83&tbnw=130&prev=/images?q=physical+flow+of+people&gbv=2&hl=it&sa=G

The Final Message To Beat Your Competition...
... Strive For Perfection

Debit and Prepaid Cards: the present and future payment vehicle:*

Continuous improvement

* Debit Cards as Profit Drivers 3" Edition Published 215t May 2010, VRL Financial



Appendix



oo &) Besnaraly Nicdetti

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
Project Leader in Airplus
Program Leader in Galileo
CEO in Sigma Plus
CTO in GE Money
CIO in GE Oil & Gas
CIO in AIG UPC Latin America
Director for Pinion with projects in several continents

Six Sigma Master Black Belt

Bernardo.nicoletti@pinion.net Cell: +39 348 470 7016

www.pinion.net www.bernardonicoletti.com
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Pinion Services Ltd. (P/* Pinion

Pinion Services Limited is a leading global business and technical consulting
company, specialized in payment systems.

Offices in the UK and India, combine both offshore and onshore resourcing to provide
value effective support

Pinion has core strengths and expertise in payment systems and particularly in

supporting Postilion in:

Project management
Business Analysis
Interfaces development
Testing

Implementation support
Production support Service

Some references;

) wailgallsaganll Elidl

Saudi Hollandi Bank

i b] }:)IE\{% K — o | & Banco Santander

International WORLD WIDE

3 BUDAPEST BANK | 3| Sygma Bank

......

Lloyds TSB


http://www.scottishwidows.co.uk/index.html
http://www.shb.com.sa/vEnglish/default.asp

A Typical Card System*

Enabling Mobile Options

* Accenture

Accenture mobile money management platform Iﬂobl o Payment
*___ Ecosystem

Intagration
toolbox
Payment
Switch

Midlet

‘Wallet

Mobile chann te i ing: P - ring. Content

Mobile Network Handlers

a

eCommerce i i i anices Platform Financial
P Conneclors Enterprise Distribution And Exchange Conneclors

Enrolment
Document

Master
Payment
Platform

Master

Brand graups, products. linguagas. curmencias. fres

Service Delivery Platform (SDP)
Sarvice Monitoring; Scalability; Oparations Management

Business Support Services (BSS)
Ragistry; Public Schama Pai nal Reposil




