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Introduction

The creditactivity of financial institutions is closely con-
nected with risk, which first of all is the result of the
danger of a debtor’s insolvency. One of the ways of re-
ducing risk is comprehensively monitoring the credits
granted.

Comarch Credit Monitoring isacomplement to the entire
chain in the credit process, which consists of granting
credits, monitoring and debt collection. Itis the perfect
way to support a post-sales credit monitoring service.
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Challenges and opportunities

From year toyear the number of credits granted increas-
es. Especially for Eastern European customers, credits
arenolonger“anecessary evil”butare seenasachance
fortherealization of expensive plans or profitable trans-
actions. The general change in attitude towards cred-
its is aresult of their volume, as a consequence of the
number of credits applications approved by banks. Es-
sentially, banks do not profit by the number of credits
they grant but by their repayment.

Oneof the main challenges that the banking system fac-
esis theactivation of a credit policy thatis adjusted to
economic development. It requires a new approach to
creditactivity within retail banking, towards small and
medium-sized enterprises and corporate banking.

Conditions forrunning a business change, while the cy-
cleof these changesis becomingshorterand shorter. We
have witnessed the transition toaninformation society,
the dynamic development of new markets and arising
sensitivity to environmental problems. These sorts of
changesare greatchallenges for companies. They must
implement new technologies, win new markets and re-
structure entire chains of value creation.

The direct implication of these processes in financial
institutions is not only the necessity of the internal

changes, butalso the response to these changesin the
enterprise sectors. By granting credits for the business
activities, banks take a certain risk which is the result of
many internal and external factors, especially in future-
oriented credit transactions. This is because a compa-
ny is a complicated system which is influenced by the
market, production, employees, environment and the
economic situation. This is why the effective manage-
ment of a bank’s risk is focused on prevention.

Proactive analysis of the market requires constant ob-
servation of the financial state of the borrower, general
developmental trends and an examination of the condi-
tionin certain trades. In most cases, the maintenance of
the borrower’s capability to pay-back to pay back a cred-
itis an essential condition for any actions taken to re-
structureand work out alternative solutions. Intensive
dialogue and information exchange between the bank
and theclientis needed, so that creditinstitutions can
take notice of negative departures over time from the
desired financial state of the company.

Inresponse to theissues described above, Comarch has
created atool which enablesasignificantimprovement
in the monitoring of credit processes, while at the same
time, provides banks with an opportunity for fast adjust-
ment towards changing business requirements.
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The most important characteristics of the system

Comarch Credit Monitoring systemis an IT solution
aimed at financial institutions which are engaged in
credit activities. It has been designed as an automatic
tool for the business processes after the extension of
credit. The servicing of the credit process after dis-
bursement requires initiation of credit risk manage-
ment. This is a consequence of the potential possibil-
ity of not fulfilling the credit obligation conditions by
the borrower.

These conditions not only concern the accurateness
connected with the credit repayment butalso concern
otheraspects of the correct management of the bank’s
fundsin the credit sector, including those aspects that
require separate identification and analysis (e.g. main-
tenance of complete and up-to-date documentation).
Comarch Credit Monitoring has been designed to be
a basic application supporting the monitoring of ac-
counts and collateral as well as the financial situation
of clients.

The monitoring service in cooperation with the finan-

cial institution’s central system as well with the cred-

it disbursement system and the debt collection sys-

tem enables:

- Automated analysis of the credit process state (with the
possibility of manual analysis, monitoring policy)

- Listing of tasks assigned to particular users, resulting
from the current credit process service

—

COMARCH CREDIT
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Comarch Systems Compatibility

CENTRAL
BANKING SYSTEM

COMARCH CREDIT
MONITORING

+ Assigning tasks to business unitsand employees which

correspond to their authorizations and roles in the

process

Periodical review of collateral

- Monitoring the financial condition of borrowers

- Supporting actions connected with document
archiving

- Administrating the document flow within the bank

- Managing correspondence with clients

Managinginformation and documents received from

clients

- Reminders for necessary actions that must be ad-

dressed by system users

Registration of actions connected with the monitoring

of collateral on a collateral monitoring card

- Generating reports for meeting deadlines and the
quality of actions executed with the support of the
monitoring system

.

Asaresultof monitoring processes we are able toiden-
tify actions which must be taken. Such actions include
signals which indicate the necessity to start/initiate in-
formative-explanatory actions between the Bank and
client or dunning, although occurring seldom due to
the specificity of the credit processin theinternal struc-
ture of the bank.

COMARCH DEBT

MANAGEMENT
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Business and Operational benefits

Business benefits:
- Reduction of operational costs thanks to theautomation

of monitoring processes for the disbursed credits
- Transparent cooperation with borrowers
- Increase of clients’ service quality

Operational benefits:
- Improved risk control through the assurance of

effective tools for collateral and client monitoring
-a guarantee of aregular review of all assets

- Monitoring of the credit portfolio quality

- Prevention of the occurrence of overdue receivables

- Possibility forquick reaction toincomplete client credit
documentation and delays in credit repayment

- One-time dataregistration thanks tointegration with
asales system and a central system
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« Group creation of reliable borrowers and a decrease
in the number of unpaid credits

- Delivery of notifications regarding aclient’s financial
problems enables obtaining additional collateral
quickly

- The system includes all processes, for both the cli-
ent and bank, which occur during the initiation of
a credit

Users of the Comarch Credit Monitoring System are em-
ployees of different organizational units in financial
institutions - from advisors and customer care repre-
sentatives, through unit and regional managers to the
employees of the operational and debt department.
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Functionality

The business processes of the monitoring system should  Monitoring of the corporate client exposure:
be coherent with the general method of supervising « Monitoring of the proper use of the credit

credit products in a bank, taking the specifics of each  « Monitoring the level of the bank’s credit exposure
business type into consideration - corporate clients, towards the client and the client’s capital group
small entrepreneurs as well as individual clients. The « Monitoring and the classification of the receivables
level of process complexity is considerably higherin taken in on creditaccounts

the case of credits for entrepreneurs and retail mort- « Monitoring and the classification of the client within

gage credits: the limits of the risk group

Collaterals monitoring: Monitoring of contractual conditions:

- Supervision over the timeliness of collateral - Supervision over the timely fulfillment of the provi-
monitoring sionsinanagreement by the client

- Control of the documentation required for « Verification of the completeness of the delivered
collateral documents within the confines of the agreement

.

Automated generation of reminders to clients
Supervision over the timeliness of collateral termi-
nation

Collateral monitoring takes place together with
a periodical client review.

[y . " Pkt e T
B Tl b | Mo tes |
L [ = I e s |
e B e L ] [Ty | Prmts pamenmmis e gy ssbaranm |
e e
e T L D T s —
N e e e e

e gy

e it B o e At

T Wt e I Proste et =
T

«
sl ¥
BEE
HH

H
LAY T

=
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Supervision over the timeliness of inspections of

corporate clients:
- Thetypeand frequency of a particularclientinspection

depends on many factors:

- Date of settlement with Inland Revenue

- Type of granted and renewed exposure in the current
year

- Exposure level

« Grouping of risk

» The system automatically starts a periodical review
of clients and determines its scope

- The system determines the competence level of the
person conducting the review
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Date setting of the client inspections

Entering and assigning classifications for clients:
- Anearly warning system enables early identification

of clients from a group of increased risk

Periodical client reclassification is conducted auto-
matically with a possibility modification from an agent
with the assigned privileges

Periodical qualitative assessment of the client:
Termination/reduction of the credit by the other
bank

Collection of receivables by Inland Revenue
Periodical quantitative assessment of the client:

Net profit/ Net loss

- Circulating / fixed assets

- Equity capital

Periodical quantitative assessment of the client
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Characteristics of service processes

The Comarch Credit Monitoring System supports the
bank activity in the following processes:

Early credit repayment- the system enables the calcu-
lation of the current amount of debt divided into prin-
cipalandinterest, the commission amount, the genera-
tion of the “early repayment order” letter as well as the
monitoring and analysis of contacts with a client regard-
ing the accuracy of earlier credit repayments.

Creditrepayments with adeadline-before a creditre-
payment, an advisor establishes if the client wants to
extend the credit (in the case of revolving credit) orif he
orsheisinterestedinanew creditorinrevising the old
credit conditions (also in the case of revolving credit).

Collateral release-after the credit’'s maturity date, the
system checks the outstanding amount. Depending on
the balance being positive or equal to a zero balance,
the system initiates the necessary notification-explain-

ing process foraclientor the necessity of changing the
status of the creditaccount to ,closed” and withdraw-
ing the registration entries concerning collateral. The
system prepares the following documents, which re-
lease collateral and ensures archiving:

- Statement to cancel a mortgage collateral

- Statement of collateral cancellation

- Consent to unblocking an accountin another bank

« Assurance against property repossession

- Release of power of attorney - foreign bank

- Release of a vehicle’s repossession

- Release of collateral

- Confirmation of receipt of a bill of exchange

Open credit archiving - monitoring of the credits grant-
ed prior to the implementation of the Comarch Credit
Monitoring System - thanks to the possibility of open
credit imports, the system enables verifying the com-
pleteness, workflow and archiving of the entire credit
documentation.

Date setting of the early credit repayment

Review of the releasing collaterals printouts
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Periodical review of collateral and clause monitoring
-The system facilitates for the review of collateral, cred-
itexposure and the conditions of the creditloans grant-
ed Additionally, it lists the plan of reminders to send
appropriate documents, with the possibility of making
individual decisions on discontinuing the release/ dis-
patch/ sending of the documents.

Reminding clients - this process isinitiated for clients
who do not respond to mailed letters. As an example,
this can be done three times: for the first time - a first
reminderis sent, for the second - the final one, sending
of the third reminder means the beginning of the debt
collection process.
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Accessing documents from a paper archive - support
for workflow of paper documents. The system enables
the indication of a document to transfer, check its ac-
cess status as well as the registration of an addressee
and the date of dispatch.

Archiving after repayment - this process begins after
the defined numbers of days after the collateral ter-
mination process. This process consists of the follow-
ing elements: liquidating a deposit (if one of the docu-
ments is found therein), printing a label and enclosing
the documents in credit files.

Documents archiving after credit repayment

s a2l

Accessing documents from a paper archive
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System logical architecture

The Comarch Credit Monitoring System has a module
structure, which enables easy integration with systems
currently usedin the bank. The system implementation
reflects the bank’s activities which are connected with
the optimization of the IT infrastructure pertaining to
creditrisk management, the chosen function centraliza-
tion and theirimplementation by the specialized units.
The system connects the back office functions (the de-
cision-making segment: monitoring of policy definition,
performance analysis) as well as the front office func-
tions (operating segment: transfer of activities that must
be executed by employees of an appropriate level).

Thanks to the application of the solutions from the
workflow class, the Comarch Credit Monitoring System
allows flexible configuration of credit process monitor-

ing, in particular for the flexible redefining of process-
es and adjustment to the changing business needs of
the financial institution.

The core of the Comarch Credit Monitoring System is
a set of monitoring functions which constitute a tool
for active control and maintaining quality of the cred-
it portfolio. The collection of data for monitoring func-
tions represents criteria which define the expected state
of quality of the banks credit portfolio. These criteria
are definableregarding the quantitative-qualitative ar-
rangements (from thelevel of authorization),and enable
the control of credit risk, included in this are contracts
thatarehomogenized atalow level They primarily con-
cernistheanalysis of the topicality, completeness and
correctness of credit process data.

WORKFLOW
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System Construction

The Comarch Credit Monitoring System consists of
three modules:

- The Administration System-an application dedicated
to the configuration of the Comarch Credit Monitoring
System.

The Collateral Monitoring System - supporting the
periodical inspection of collateral This covers credit
products for corporate and individual clients.

The Central Monitoring System - monitors the fi-
nancial condition of the clients, warning signals and
manages actions taken. It covers all credit clients:
corporate and individual.

Integration with other systems

The Comarch Monitoring System was designed to en-
able data exchange with many external systems. It al-
lows for work automation and delivers a number of

MAIN

BANK SYSTEM

CENTRAL MONITORING SYSTEM

SALE AND
DISBURSMENT ¢ 3

OF CREDIT

PRODUCTS

DOCUMENT ARCHIVE

Comarch Credit Monitoring

ADMINISTRATION SYSTEM
OF CREDIT ACCOUNTS

COLLATERALS MONITORING SYSTEM

conveniences to its users and, as a result, contributes

towards the increase of efficiency of an institution us-

ing the Comarch solution. The system cooperates with
the following Comarch products:

- Comarch Credit Process Management-comprehen-
sive automation system of all sales stages and the
credit product activation service.

- Comarch Debt Management - this system improves on
the reminding and collection processes and enables
the centralized management of all processes and
litigation cases taking the specifics of each case into
consideration. It is equipped with a configurable,
multidimensional decision-making matrix for scoring
overdue liabilities.

- Comarch Internet Banking - this solution is designed
for the provision of financial services through self-
service channels (sms, WWW, smartphone).

—

CALL CENTER

—

REPORTING

Solution chart
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