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Preface

Capgemini and ELFA are pleased to present the 2018/2019 Business
Technology Performance Index in collaboration with the ELFA. This
16t annual edition of the BTPI provides insight into the technology
trends and forward-looking initiatives that Equipment Finance companies
have begun, are anticipating, or have recently completed, in efforts

to drive their firms into new markets, new opportunities, and more
efficient operations.

This year we continue to build upon the use of Robotics Process
Automation (RPA) and Artificial Intelligence (Al) as the next step in
realizing quality and efficiency gains for equipment finance organizations.

We believe the findings in these pages can help in constructing
operational business plans and the creation of new technology strategies
to support those plans.

Cordially,

Michael Donnary Michael E. Baez
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Executive Summary

In last year's BTPI report, we discussed several new emerging technologies,
such as Robotic Process Automation (RPA) and Artificial Intelligence

(Al) and their potential impact on the equipment finance industry. In

this current report we transition from the theoretical (introduction of
these new technologies), to the next step of utilizing RPA and Al to gain
operational efficiencies.

This year’s survey data continues to show that equipment finance
organizations view themselves as “beginners” when it comes to the
adoption of RPA and Al. This trend suggests that there is still a significant
opportunity to utilize these technologies to gain further competitive
advantage in the industry.

The central theme in this year's report is the potential efficiency gains RPA
and Al can bring for equipment finance organizations and provides several
examples where RPA and Al are being put into practice across the industry.

RPA is now helping equipment finance organizations accelerate the speed
of work and to automate repetitive and manually-intensive processes,
thereby allowing people to focus on important value-added tasks. When
coupled with the power of Al and the growing popularity of cognitive
technologies, equipment finance organizations will be able to become
industry leaders in digital and operational efficiency.

We will also take a closer look at notable trends from our survey
data, including the adoption of cloud capabilities, deficiencies in
front-end origination platforms, and the continued push for back-end
system replacement.

As an accompanying topic, we will also explore how equipment finance
organizations and solution providers are no longer just focusing on either
core front-end or back-end platforms, but are evaluating across entire
ecosystems when thinking about integration and system replacement.

Our report concludes with our BTPI survey response data which focuses
on the respondents’ rating of internal capabilities in terms of IT and
operational abilities and providing insights into the current thinking of
market-leading equipment finance organizations.




Business Technology Performance Index

Robotic Process Automation
and Artificial Intelligence

RPA and Al: The next step in the realizing
enhanced quality and efficiency gains
for equipment finance companies

In this report, we are following up on the themes discussed in last year’s
survey and review. We explore Robotic Process Automation (RPA) and
Artificial Intelligence (Al) as practical next-step capabilities to enhance
operational quality and realize efficiency gains for equipment finance
companies. The Finance sector has been pursuing these goals for years
and recently some firms have implemented RPA to further reduce costs.
Automation has been cautiously adopted and found to be a useful tool,
as it has in many other industries. Artificial Intelligence has begun to
permeate throughout forward leaning finance organizations, advancing
the baseline toolsets available for daily engagement with people - both
dealers, customers and employees. Coupled with RPA, Al replicates not
only simple, but complex labor activities that require expert judgement
or complex decision-making at greater scale, speed, and accuracy than
a human.

RPA

An RPA solution has four key elements: 1) activity workflow, 2) information
(data) to be processed, 3) business rules to be applied and 4) the use of
existing applications.

Figure 1. RPA Selection

There are certain characteristics in business processes that make some more suited for Robotic Process Automation than others

Process can be broken
down into
unambiguous rules

Process requires
access to multiple
systems

Process is prone to
human error

Eg%fjisﬁ',,‘,’{éce%s,fﬂ[ﬁiﬂ' Process has a defined f'\ Process is executed
intervention & set of Information to frequently and in
be handled b large volumes

exception handling

* Repetitive tasks that employees carry out multiple timesaday  « Order Management, Purchasing, HR transactions, etc.
* Periodic reporting, data entry and data analysis « Conversion of data formats and graphics
» Mass email generation, archiving, extracting « ERP Transactions, process lists and files storage

o |



Figure 1. RPA Selection
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Implementation of RPA can yield substantial benefits, and RPA solutions
can be developed and deployed quickly. Since the bot acts as just
another systems user, the impact on existing systems is low. Production
implementations are typically achieved in under 6 months.

The figure below summarizes many of the reasons why organizations are
adopting the technology.

Deliver Operational Excellence, Agility & Business Impact in several area

Effectiveness

« Transition to services-through- software

from services-through-labor

« Codify human knowledge into digital labor

Quality
 Better MTTRs: Hours -> Minutes and
Minutes ->Seconds

Compliance

« Virtual Engineers that follow the runbooks

100% of the time

» Automation drives adherence to standards

« Siginificant reduction in error rates

Scalability
» Decoupling of labor from quantity of

Optimize Risk

* Human Error

« Rising Labor Rates

« Staff Attrition & Knowledge Loss
*Agility and forward looking focus

devices supported
« Ability to deliver superhuman capabilities

People Performance

« Increase productivity and retention
 Resources focus on high value activities

Avirtual workforce has helped some equipment finance organizations
minimize (or, in some cases, eliminate) human intervention in the
execution of repetitive, clerical tasks and decision-making and
dramatically improved operational efficiency, sometimes up to 70%.

As indicated above, robots (bots) work best in well-structured situations
where the rules and data used within a process are well established.

Think briefly of how many repetitive tasks our operational teams must
perform every day that meet these criteria. In most cases they involve
verification, validation or registration of facts and events from commonly
available sources.

Examples include: l l
» Assuring clear equipment titles
» Validating or updating credit : S

and financial data in applications ~ * Boarding contracts

using credit reporting bureaus + Initiating and
as sources managing payments
« Company searches « UCCfiling and administration
» Spreading financial data - Casualty insurance management
» Generating complex * Property, sales and use
documentation according to tax administration
well established rules . Reporting
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RPA software
imposes little

to no additional
technical load or
complexity."

These are just a few examples of tasks that manage data and risk but add
little other value. Each has clear operational rules to be followed and all
involve the possibility of human error. They take effort and occupy time
that could be better focused on relationship management and improving
dealer and customer experiences.

RPA software imposes little to no additional technical load nor complexity.
Implementation times and maintenance efforts are modest and gains
usually realized quickly. The software acts as a robot, replicating the tasks
people perform at the ‘down to the click level. The botis another staffer
--a user without the need to eat, rest or sleep that performs tasks at high
levels of speed and accuracy.

There are limitations, of course, but in general, where clear business rules
are already in place or can be written, a bot will work well to perform
strictly clerical tasks. This allows adopters to follow the principle that “We
involve our people only where they can add value, where a humans must
make a decision or where our customers demand it.”

Let’s look at some recent examples thatillustrate the value RPA can add.

Case Study 1 - Application of customer lease payments. A major US Bank
Lessor has automated the application of customer lease payments. In this
case, the bots capture details of inbound payments by whatever means
they are made (ACH, Lockbox, DD, etc.).

These are compared with the bank’s accounts receivable files and the cash is
applied according to the rules contained in each contract against the various
receivable types (taxes, lease and usage payments, late fees, etc...)

Using bots in this aspect of managing its lease accounting, the bank has
saved upwards of 40% of the pre-automation cost base.

Case Study 2 - UCC filing and administration. A Tier 1 financial institution
automated the preparation and filing of all its UCC-1 and UCC-3 forms.
This reduced the workforce assigned to those tasks to a quality control/
audit functional team that monitors bot performance. Significant
enhancements (>40%) in production quality and speed were delivered.

Case Study 3 — Managing resales. A major lessor applied robotic
automation to assist in managing the resale of returned or recovered
leased equipment.

Al reviews the portfolio of expiring contracts and the underlying
equipment, then explores specified market sources to judge the likely
value upon resale, using specified channels. The data gathered is
presented to an agent for a decision to be made on the optimal resale
channel and the RPA bot then executes the actions decided upon. Al also
tracks the results obtained. Over the course of a planned introductory
period, during which the machine will continue to learn and adjust, Al will
gradually assume the decisioning with the human element changing to
validation.

In this last case, the advantages of the bot have been greatly augmented
by wrapping Al into the technology suite.
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Al

Artificial Intelligence, an advanced area of computer science that creates
intelligent machines that think and act like humans, is also finally finding
acceptance in finance. Equipment finance organizations are using this
technology to achieve a range of business goals - influencing sales,

boosting operations, driving customer engagement, and generating
insights.

Figure 3. Why AI?

Visionaries are successfully scaling
up their intelligent automation
deployments and took

50% or More

of their automation use cases from . 1. . @
’ 4. Industrialize Intelligent
pilot to scale. .
Automation
* Processes re-engineered
* Business metrics driven
» Automation for Transformation

3. Scaling up
« Establish an automation
center of Excellence (CoE)

2. Pilot intelligent Automation

« Assess and create business case

« Identify high potential use cases and
test in a process or two

1. Vision and Leadership « Recruit automation talent

* Set a compelling vision and get * Collaborate with ecosystem partners
leadership backing

Journey
Starts

Automation Transformation Roadmap

These firms are implementing Al to mimic human behaviour and their
abilities to sense, think and act. As we discussed in our prior report, Al is a
bundle of approaches and these can be combined to achieve the desired

results.
Figure 4. Key Al Components
Natural Language Processing — o —_— Robotics
Image Recognition — 00 —_— Predictive APIs
Machine Learning — —_— Speech/Voice Recognition
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Applying Artificial Intelligence

into your Business Processes

Artificial Intelligence, an advanced area of computer science that creates
intelligent machines that think and act like humans, is also finally finding
acceptance in finance. Equipment finance organizations are using this

technology to achieve a range of business goals: influencing sales, boosting
operations, driving customer engagement, and generating insights.

Figure 5. Al Options for Implementation

1. Robotics

10. Cognition 2.Sensory Perception

G 3. Speech Recognition
4. Natural Language
Processing

5. Machine Learning

9. Image Analysis B

ArtiFicial
Intelligence

o

8. Deep Learning

7. Natural Language
Generation

6. Knowledge engineering
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To understand Al's impact on customer experiences, Capgemini conducted
worldwide, cross-sector research to explore how consumers perceive Al
and which interactions respondents believed could be better delivered by
humans, by Al, and by a mix of humans and Al.

47% of
respondents

indicate they are L
either building We found that customers have become more aware of when Al is being

used by organizations. Customers generally like it and are becoming more
prescriptive of when and how it should be used to remove friction from
each customer's journey.

capabilities around
or exploring

potential uses
of artificial Our survey results find that 47% of respondents indicate they are

either building capabilities around or exploring potential uses of

intelligence."
9 artificial intelligence.

Figure 6. Al by Industry Sector

Share of Al Implementers that are deploying Al at scale (by sector)

49%
41%
36% 36%
34%
31%
26%
20%
Telecom Retail Banking Utilities Insurance Automotive Manufacturing Overall

B Organizations Implementing Al at Scale

And companies are generally recognizing success as indicated below:

Figure 7. Why AI?

Influencing Engaging the
sales customer
3‘in 4 organi.zations 75% of organizations
implementing Al using Al enhance
increase sales of new customer satisfaction by
products and services by more than 10%
more than 10%

i




Business Technology Performance Index

While the current intermediate level of Al technologies is enough for
process-related trends, more advanced Al technologies are expected to
become a reality. Which is why we believe RPA & Al are now opportunities
to be grasped.

Figure 8. Advanced Al Trends

Natural

Language
Generation

Producing text
from computer
data. Currently used
in customer service,
report generation
and summarizing
business
intelligence insights

V: Attivio,
Automated Insights,
Cambridge
Semantics, Digital
Reasoning,
Lucidworks,
Narrative Science,
SAS, Yseop

Decision
Management

Insert rules and
logicinto Al systems
and used for initial
set up, ongoing
maintenance and
tuning. It's used in a
wide variety of
enterprise
applications,
assisting in or
performing
automated
decision-making.

V: Advanced
Systems Concepts,
Informatica, Maana,

Pegasystems,

UiPath

Top 10 Al Trends in Financial Services
..doing more work with better results using fewer resources

Speech
Recognition

Transcribe and
transform human
speech into format
useful for computer
applications.
Currently used in
interactive voice
response system
and mobile
applications

V: NICE, Nuance

Communications,

Open Text, Verint
System

Deep Learning
Platforms

A special type of
machine learning
consisting of
artificial neural
networks with
multiple abstraction
layers. Used in
pattern recognition
and classification
applications
supported by very
large data sets.

V: Deep Instinct,
Ersatz Labs, Fluid Al,
MathWorks,
Peltarion, Saffron
Technology,
Sentient
Technologies

Virtual
Agents

From simple
chatbots to
advanced systems
that can network
with humans.
Currently used in
customer service
and support and as
a smart home
manager.

V: Amazon, Apple,
Artificial Solutions,
Assist Al, Creative
Virtual, Google, IBM,
IPsoft, Microsoft,
Satisfi

Biometrics

Enable more natural
interactions
between humans
and machines,
including but not
limited to image
and touch
recognition, speech,
and body language.
Currently used
primarily in market
research.

V: 3VR, Affectiva,

Agnitio, FaceFirst,

Sensory, Syngera,
Tahzoo

Machine
Learning
Platforms

Providing algorithms,
APIs, development
and training, toolkits,
data, computing
power to design, train,
and deploy models
intoapplications,
processes and other
machines. Currently
used in enterprise
applications, mostly
prediction or
classification

V: Amazon, Fractal

Analytics, Google,

H20, al,, Microsoft,
SAS, Skytree.

Robotic
Process
Automation

Using scripts and
other methods to
automate human
action to support
efficient business
processes. Currently
used where it's too
expensive or
inefficient for
humans to execute
a task or a process

V: Advanced
Systems Concepts,
Automation
Anywhere, Blue
Prism, UiPath,
WorkFusion

Al-Optimized

Hardware

Graphics processing
units (GPU) and
appliances
specifically designed
and architect to
efficiently run
Al-oriented
computational jobs.
Currently primarily
making a difference
in deep learning
applications

V: Alluviate, Cray,
Google, IBM, Intel,
Nviidia

Text Analytics
and NLP

Natural language
processing (NLP) uses
text analytics by
understanding
sentence structure
and meaning,
sentiment and intent
through statistical
and machine learning
methods. Used in
fraud detection,
security, automated
assistants and mining
unstructured data.

V: Basis Technology,
Coveo, Expert
System, Indico

Knime Lexal



Figure 9. RPA/AI Impacts
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Robots can interface with customers in a variety of channels and at
different stages of the financing lifecycle as demonstrated in the

following figure:

Attract

Customer interaction
« Request Information

« Get assistance
« Identify product to
solve need

Robotics & Al

« Virtual assistants try to
attempt to interpret your
need

« Once need is determined
—guides you into the
correct context

« Can initiate separate
commerce-platform
(web-pages) or transact
directly “in-conversation
-purchase”

Acquire, Use, Care

Customer interaction

* Request product details
» Match product to need

* Get service requests
resolved

Robotics & Al

* Chat-robots interact with
the customer

* Interpret context for the
customers request and
helps to provide
information

* Provide customer service
to standard services
requests

« Learn from experience

» Manual employee “take
over” for other requests

Customer interaction

* Processing
transactions that
reach the back-office

Robotics & Al

* Transactional automation
of standardized and
repetitive back-office
tasks

* Defined business rules,
structured information,
working on top of existing
applications

« Free up employee time, so
that it can better spent on
customer directly

Merging the
boundaries into
“One-Office”

Look at chat-bots; now a familiar part of everyday life. Chat-bot technology
today combines elements of robotics, Al and unstructured data. Chat-bots
have become popular as the “messaging” platform trend increases as a
form of conversation and social interaction. Since the chat-bot needs to
understand the intent of the user, the more “free-form” the conversation,
the more options and domains must be understood by the bot.

Virtual assistants are placing themselves “closer” to the user and are acting
the partin the earliest stages of the interaction. This means handling a
diverse set of needs and interactions before the useris “channelled” into
the correct response process. Human intervention occurs as soon as the
chat-bot recognizes the customer’s need and directs the interaction to the
source best qualified to respond.

As another example, take the RPA Resale Case discussed earlier. We can
see how the combination of RPA and Al comes together to deliver superior
results for the company. Research is conducted from designated sources
and synthesized to a form enabling rapid human decisions

The simple process steps executed by the bot are augmented by the

application of Al.

13
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Al uses a broad array of sources to decide what specific tasks the bot will
execute to maximize the resale opportunities each asset presents. Every
experience is a lesson learned for the Al bot and is “grist for the mill” of all
future opportunities.

These examples highlight the key success factors for integrating Robotics
&Alinto the business:

Figure 10. RPA/AI Key Success Factors

Large amounts of data and training is The success of the solutions depends of an
needed to develop the solution ) institutionalized Sponsor

« The solution needs large amounts of
goods quality data in order to learn

 The solution needs to “learn and develop”
under guidance and control, so that it
doesn't take on undesired characteristics

* Robotics and Al needs an institutionalized Team
led by a Sponsor —who initiates the idea of
automation, underwrites resources and protects
progress into business adoption

« Business Architect/ Champion / Evangelist in
charge of the successful deployment

It must be close to the Business

Bring IT onboard early
* Robotics & Al should be considered
as an operational asset — Business
stakeholders and support from IT,
subject matter experts and
process efficiency expert is

important

* Grow in-house capability by
building Centre of Excellence

made of mixture of Operations
and IT people

* Bring IT on board early. Deployment
has an impact on Infrastructure,
Security, Business Continuity and
Disaster Recovery

* Make sure your infrastructure grows
together same pace with automation

* Robotics & Al must comply with the
technology function’s governance and
architecture policies

Communicate, Communicate, Communicate!

Robotics & Al is a journey, not a project

- Plan to build a skyscraper not a bungalow : 53%%25??;;&%?:“0“ tointernal
« Build internal capability to evolve, leverage .
scale and increase business value * Engage a dedicated team of Change and
« Plan for “multi-skill” solutions with Communlca}tlcgrr]\, IB T OF E?‘ISIQQ fit
different technological building blocks alvareness in the Business bT the Penerits

of automation and always keep the
relevant stakeholders up to speed with
the progress of the automation journey

« Avoid “silo” solutions, plan for the enterprise

Our experiences also indicate a
straightforward approach.
 Start by building small “narrow” use-cases

« Determine how to integrate the selected solution into the business
process —as a “stand-alone” solution, or as a module, or as a
combined orchestration

» Group technology capabilities to provide a given “ability”

» Assemble a clear-cut business case and business objectives for what
you want to achieve before starting to determine the requirements of
your solution

« Tailor the specific Al solution to support a defined business process with
a needed “ability”

» Be prepared to experiment and adjust quickly from experiences gained

» Be aware that Al “building blocks” are constantly changing —and
becoming more advanced



RPA and Al
together help drive
efficiency, reduce

risk, and foster
better compliance."
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Summary

RPA is now helping equipment finance organizations accelerate the
speed of work and assure closer adherence to working procedures for
repetitive and manually intensive processes. However, when equipment
finance companies leverage the power of Al and the growing popularity
of cognitive technologies combined with RPA, they will be able to join
the industry’s leaders in digital transformation and unlock untapped
opportunities.

Al enables the review of digitized documents, utilizes machine learning

to find an optimal solution to any unexpected event in a process, and

can closely monitor human transactions through natural language tools,
prompting alerts for any out-of-the-ordinary activities. Through these
and other kinds of applications, RPA and Al together help drive efficiency,
reduce risk, and foster better compliance.

This is the ideal of “better, cheaper, faster” and the shape of things to
come in equipment leasing for those willing to take advantage of the
opportunities these technologies present.
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FinTech and
BigTech disruptions,
combined with
developments such
as open banking are

creating exciting
opportunities as
well as daunting
eats for the Equipment
Finance industry"

Figure 11. An Ecosystem of Services

Connections

The equipment fFinance organization of
the future: An Ecosystem of Services

Across the globe, equipment finance companies and banks are in
transition. The pace of change is accelerating as the competitive
landscape intensifies. How should equipment finance companies and
banks prepare for rapid change today and throughout the coming years?

Now, more than ever, a digital, opti-channel, ecosystem model must be
considered. Opti-channel engagement is the marriage of two of today’s
hot topics in customer engagement: journey mapping and big data. In an
omni-channel experience (the current best practice), customers should
be able to engage with you on any device through any channel at every
step along a journey. With an opti-channel engagement strategy, you
determine the optimal channel for each customer at each touch point.

Bank 3rd Party
w Bank Employee — Customer Employee Platform
p—
Front Office Platforms OpenBanking
Eco-system management
Globalization Identity management
Security management
| Industry convergence J API and Event economy

Back Office Platforms

Data Center

‘ Opti-channel

engagement is
the marriage of
two of today'’s hot

topics in customer
engagement:
journey mapping
and big data."

Today's and Tomorrow’s Bank in Transition

Service orchestration

Domain and
Micro Services

Retained
Platforms o Igggsand

Bank of the Future Ecosystem Player

Based on new operating models that enable the rapid evolution of
services, forward-looking equipment finance companies and digital
banks can realize opportunities created by the confluence of customer
centricity with new data sources and technology disruption. The digital
financial services culture is future-focused through continuous testing
and learning, facilitated by next-generation technology platforms.
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Three-layer digital banking model

To remain competitive, leasing and lending organizations must offer
superior customer experience and responsiveness while remaining
compliant with ever-changing regulations. An agile simple architecture
enables flexibility and the means to reduce operating costs.

Let’s consider this three-layer banking model:

Figure 12. Three-layer banking model

A flexible outer shell of
differentiating plug-and-play
third party components

« Asimplified core with minimum functionality—cut down to a
basic ledger

* An agile layer with non-differentiating or limited-differentiating
digital Functions such as customer management, and omni-channel
support across all touchpoints, security, integration, and analytics. This
layer includes capabilities removed from the core, such as product
management and onboarding, and it can flexibly add capacity to
configure, price, quote, and bill dynamically.

- Aflexible outer shell of differentiating plug-and-play third party
components that can quickly be added or dismissed to meet changing
customer expectations. This shell allows your organization to start up
new business models based on FinTech collaboration and expand to
non-banking-related business models that add value for customers.

17
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Capgarainidd  BEfma

WORLD
RETAIL BANKING
REPORT

The time is right

We believe sufficiently mature leasing and lending solutions are available
today that, when combined with a strategic Bus-Dev-Ops strategy, enable
a future-proof, highly responsive ecosystem. Organizations that transition
to the new ecosystem and digital model empower themselves to:

- Enable a true opti-channel experience, which is an omni-channel
experience optimized for individual customer preferences across
all touchpoints. Opti-channel banks work to determine the ideal
channel each customer prefers for specific activities—and based on
customer analytics can predict what is optimal for everyone. However,
an opti-channel platform will be required to scale, adapt, and deliver
personalized digital experiences to consumers and staff while re-using
components across channels.

» Maximize speed to value and buy, not build applications and
infrastructure to leverage emerging cloud services quickly. Build only
when necessary to create a competitive advantage.

- Adopt a DevOps practice in which operations and development
engineers work together throughout the entire service lifecycle,
from design through development to production support to enable
automated application lifecycle management and frequent, rapid
deployment of new business functions.

» Manage a federation of services with a broad ecosystem of partners, as
business boundaries disappear. Retain plug-and-play services to adapt
to changing needs.

Summary

A digital, opti-channel, ecosystem model and architecture offers a variety
of advantages:

» Leading Customer Experience
— Personalized opti-channel experience
— Simplified, configurable product offerings
— Ability to embrace ecosystems and open banking
« Simplified and Agile Architecture
— Improved time to market through rapid, continuous change
— Ability to plug-and-play FinTech and third parties
— Elastic and scalable services
» Reduced Operational Costs
— Variable cost structure aligned to revenue
— Continuous improvement and optimization
— Simplified and straight-through processes

For more on this topic, please refer to the World Retail Banking Report:
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BTPI Survey Findings

Identifying notable trends has become an annual tradition with the BTPI
report and this year’s edition is no different. In looking through our data
gathered for the survey and industry benchmarks, below we identify a
few trends Capgemini has identified that we feel are worthy of a deeper
dive. This year we take a closer look at adoption of the cloud, front-end
system deficiencies, back-end system replacement and a brief follow-up
The latest survey on emerging technologies introduced in our prior report.

responses

indicate that Adoption of the Cloud

more than 90% of

organizations are Less than 80% of respondents in our prior two years of data had indicated
now indicating they cloud solutions were not a method leveraged by their organization. The
leverage the cloud latest survey responses indicate that more than 90% of organizations

in the delivery of IT are now indicating they leverage the cloud in the delivery of IT solutions.
solutions.” With equipment finance organizations focusing on reducing operating
expenses over the last several years, these numbers are in-line with
industry expectations.

Figure 13. Respondents using Cloud

100%

95%

90%

85%

80%

75%

70%

2016 2017 2018
@=@=» Respondents using Cloud

Not surprising that in parallel with this uptick in use of cloud solutions
only 8% of respondents indicated that cloud capabilities were missing
from their front-end system’s capabilities.

In addition, there was a 20% increase year-over-year in respondents’
assessment of their adoption of cloud computing. Most companies
considered themselves as “aggressive” or a “market leader” when it
came to cloud computing. The shift here was large in that 30% ranked
themselves as "beginner" just 1 year ago.

19
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Over 75% of
respondents
indicated that
mobile capabilities
are either

already fully or
partially available
-a 15% move
year-over-year."

We are seeing
movement
away from the
selection of an
enterprise-wide

application and
more willingness
to pursue multiple
best-of-breed
solutions."

Front-End Deficiencies

Evolving technologies and market offerings within the industry help to
shape the deficiencies that organizations identify in their technology
platforms. Likewise, as trends are implemented we see these traits
change over time.

There was a sudden shift this year in mobile capabilities being called

out as a front-end gap by respondents. In the prior two years, over 40%
of organizations identified this as a key item missing in their front-end
platform. However, in 2018 this fell to less than 25% noting it as a front-
end issue.

In digging a bit deeper at the data, this is not likely due to it being less of
a priority but in fact more likely that companies have implemented this
functionality at some level over the last few years. This year, over 75% of
respondents indicated that mobile capabilities are either already fully or
partially available - a 15% move year-over-year.

So where will companies look to invest next in the front-end?

Respondents did show a 25% move in calling out workflow capabilities
as a gap in their originations platform. There appears to be potential
opportunity to fill this gap with either BPM tools or even RPA.

Respondents are transparent about the lack of use to date within

their organization. Just under 40% call themselves a market leader or
aggressive in BPM and just 15% identify themselves as a market leader or
aggressive on the robotics side.

Back-End System Replacement

Our survey results indicate that core back-end servicing platforms Our
survey results indicate that core back-end servicing platforms continue
to age. Back-end system replacement was called out as the top initiative
among equipment finance organizations to undertake in the next

18 months.

What will companies be moving toward in their back-end system?

The majority of respondents believe their back-end system meets their

current needs as an organization. However, over 75% indicate it will not
meet their future needs due to evolving customer demands, end-of-life
issues, or a desire to reduce costs by moving to the cloud.

The data tells us that 80% of respondents are not likely to pursue a
custom-built solution as part of their software implementation efforts.
The data shows that there is an even mix between the desire to purchase
enterprise-wide solutions or best of breed solutions from multiple
providers.

This trend away from custom platforms has now been in the spotlight

for several years. We are seeing movement away from the selection of

an enterprise-wide application and more willingness to pursue multiple
best-of-breed solutions. This trend will be interesting to watch going
forward. Organizations seem to be more willing to pursue best-of-breed
applications as integrating systems becomes less cumbersome and with a
shorter time to implementation.
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Follow-up on Emerging Technologies

In last year's report, we began the discussion around new emerging
technologies, specifically Artificial Intelligence, Blockchain, and Smart
Contracts. We highlighted that for the most part, equipment finance
organizations were still being introduced to these technologies. The
outline below indicates respondents’ level of knowledge the respective
technologies at the time.

It is of note that our data showed 0% of respondents had implemented
any of these technologies as of October 2017.

Some to no Expl?rlpg
Technology or building
awareness »
capability
Artificial Intelligence 53% 47%
Blockchain 73% 27%
Smart Contracts 67% 33%

Current data does not show a shift in this area. Respondents still show
that the majority are beginners when it comes to Al, Blockchain, Smart
Contracts, as well as Robotics.

Self-Ranking of “Beginner” or

Technology “Conservative”
Artificial Intelligence 85%
Blockchain 92%
Smart Contracts 92%
Robotics 85%

The data clearly suggests that there is a potentially large opportunity

for equipment finance organizations to further advance in the use of
these technologies and in some cases, become market leaders with a
significant competitive advantage. The good news across the industry is
that contrary to past history vis-a-vis emerging technologies, awareness
and some level of adoption for these latest technologies is happening at a
much faster rate than in the past.
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Capgemini Point of View

In our previous BTPI report, we noted that new technologies were quickly
emerging, and that adoption would be more rapid than in the past when
new technologies had emerged. We are clearly beginning to see the
adoption of RPA and Al within the equipment finance industry. Although
it is still early in the adoption cycle, companies are indeed taking the next
step to gain operational efficiency first using RPA with Al following not
too far behind.

Our prior research also showed an increased focus by equipment finance
organizations around customer intimacy. The use of RPA and Al places
equipment finance organizations in the value-added position to focus
on the customer and we view these technologies as key drivers to gain a
competitive advantage in the market place.

In addition to considering these technologies and in line with gaining

a competitive advantage, equipment finance companies must also
consider a digital, opti-channel, ecosystem model to drive 1) a leading
customer experience, 2) a simplified and agile architecture, and 3)
reduced operational costs. We believe the time is right as there are
mature leasing and lending solutions available today that, when combined
with a strategic Bus-Dev-Ops strategy, enable a future-proof, highly
responsive ecosystem.

There is a “call to action”. Equipment finance organizations can no longer
rely on an extended wait period to embrace new technologies. The

pace of technology is staggering, and the adoption cycle is much shorter
than ever.




Business Technology Performance Index

BTPI Survey Response Statistics

The following section of the report provides a summary of responses
to the 2018/2019 BTPI survey. Since respondents do not always provide
information for each question, each table in the survey may have a
different number of respondents.

Profile of 2018/2019 BTPI Survey Respondents

1. What form of organization most closely describes your business?

Type of Organization ‘ % of Respondents
Bank 38%
Captive 62%
Independent, Financial Services 0%

2. What market segment most closely describes your business?

Market segment ‘ % of Respondents
Micro Ticket 0%
Small Ticket 54%
Mid Ticket 46%
Large Ticket 0%
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3. According to the definitions of IT / Operational maturity below, how
would you rate your company's capabilities in the following areas:

Initial

Ad-hoc processes. Systems not industry
standard and do not cover the entire leasing
lifecycle. Widespread use of Excel and stand-
alone, nonintegrated systems and tools.

Repeatable

Core processes established, although inefficient.
Duplication of data entry prevalent. Core
systems integration with supporting systems

is non-existent or poorly executed. Front-end
and back-end platforms have limited interface.
Reporting is manual and ad-hoc. Organization is
dependent on good people, not good processes
and systems.

Defined

Processes are documented, standardized

and well-integrated with core systems. Some
consideration of processes and systems is given
prior to new market entry or new program
development. Workflow drives processes. Two-
way integration between front-end and back-
end platforms. Partners are linked in through
the web for new business origination.

Managed

KPIs and metrics established for processes.
Systems and processes drive financial offerings.
Web presence extends to partners and
customers and covers a wide range of front-end
and back-end capabilities. Manual data entry

is minimized or outsourced, focusing internal
resources on analysis and customer serving
activities.

Optimizing

Continuous processes improvement. Processes
and systems have become a competitive
advantage for business. Financial products are
highly integrated with processes and systems
and some aspects of them are difficult to
duplicate by competitors. Customers and
markets drive system investments.
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Customer relationship management (CRM)

Rating % of Respondents
Initial 15%
Repeatable 15%
Defined 31%
Managed 8%
Optimizing 31%
Not Applicable 0%

New business processing

Rating % of Respondents
Initial 0%
Repeatable 8%
Defined 31%
Managed 38%
Optimizing 23%
Not Applicable 0%

Back-end portfolio servicing

Rating % of Respondents
Initial 0%
Repeatable 8%
Defined 15%
Managed 54%
Optimizing 23%
Not Applicable 0%
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Collections and customer service

Rating % of Respondents
Initial 0%
Repeatable 8%
Defined 15%
Managed 69%
Optimizing 8%
Not Applicable 0%

Customer self service

Rating % of Respondents
Initial 16%
Repeatable 31%
Defined 15%
Managed 15%
Optimizing 8%
Not Applicable 15%

Customer and Partner Mobile Enablement

Rating % of Respondents
Initial 46%
Repeatable 0%
Defined 8%
Managed 15%
Optimizing 8%
Not Applicable 23%
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Core accounting - general ledger, accounts payable, payroll, etc.

Rating % of Respondents
Initial 0%
Repeatable 8%
Defined 38%
Managed 31%
Optimizing 23%
Not Applicable 0%

Business intelligence/reporting

Rating % of Respondents
Initial 0%
Repeatable 15%
Defined 47%
Managed 15%
Optimizing 23%
Not Applicable 0%

Compliance and controls

Rating % of Respondents
Initial 0%
Repeatable 8%
Defined 46%
Managed 23%
Optimizing 23%
Not Applicable 0%
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Enterprise Risk Management - liquidity, operations, residual value,

credit, reputation and market risk

Rating % of Respondents
Initial 0%
Repeatable 23%
Defined 30%
Managed 23%
Optimizing 15%
Not Applicable 9%

Cloud technology

Rating % of Respondents
Initial 16%
Repeatable 15%
Defined 15%
Managed 24%
Optimizing 15%
Not Applicable 15%

Integration of systems (internal and/or 3rd party)

Rating % of Respondents
Initial 8%
Repeatable 8%
Defined 31%
Managed 38%
Optimizing 15%
Not Applicable 0%
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Partner Portal Capabilities

Rating % of Respondents
Initial 8%
Repeatable 8%
Defined 15%
Managed 38%
Optimizing 8%
Not Applicable 23%

4. According to the definitions of IT / Operational maturity below, how
would you rate your company's capabilities in the following areas:

Service PO
Respondents
Back end (servicing) system replacement 54%
Customer self service (including web, mobile,
38%
phone, etc.)
360 degree view of customer / CRM 23%
Front end (originations) system replacement 23%
Business intelligence improvements 23%
Portal for partners 23%
Integration of systems (internal and/or 3rd party) 23%
Consolidate multiple back end platforms 15%
Build or improve systems integrations 15%
Process efficiency improvement initiative 15%
Business Process Management (automation of
15%
workflow)
Consolidate multiple front end platforms 8%
Buy or build business specific applications 8%
Use of robotic processing automation 8%
Risk management initiatives focused on Credit,
. 8%
Residual Value,
Expand financial product offerings 0%
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5. Which of the following do you leverage as tools to deliver IT projects
and solutions faster in order to reduce time to market?

Figure 14. Tools to Deliver IT Projects

Use of Agile methodology

Service-oriented architecture

Organized innovation teams

Leveraging business resources for technical

configuration

Cloud solutions

Deploy configurable applications

Robust project prioritization methodology

Applications development and production support

Focus the initial delivery of a capability on the

Minimum Viable Product -!

Dedicated project resources vs. using staff with

day-to-day responsibilities !

Other (please describe below)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

B Always ™ Sometimes ™ Never

6a. Average number of years using a front-end system:

Number of years using front-end system

Average 6.2 years

6b. Average number of years using a back-end system:

Number of years using back-end system

Average 16.2 years
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7. Please identify the top 3 features missing or most highly deficient in
your FRONT-END systems

System application vendor ‘ PO
Respondents

Workflow capabilities 17%

Data analytics / data management 14%

Partner or customer portal 14%

Compliance controls / monitoring 1%

Integration to a CRM 11%

Mobile capabilities 9%

Integration to back office 6%

Integration to other systems 6%

Other (please describe below) 6%

Cloud Capabilities 3%

System Performance 3%

8. Please identify the top 3 features missing or highly deficient in your
back-end systems

% of
System application vendor R
Improved workflow 53%
GUl interface 38%
Data analytics / data management / reporting 30%
Partner / customer portal 30%
Asset management / asset level invoicing 23%
Integration to other systems 23%
Mobile capabilities 23%
System documentation 23%
Front office integration 15%
Other (please describe below) 15%
Cloud capabilities 7%
System performance 0%
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Figure 15. Features missing from back-end systems

Other (please describe below)
System performance
Improved workflow

System documentation
Partner / customer portal
Mobile capabilities
Integration to other systems
GUl interface

Front office integration

Data analytics / data management /
reporting

Cloud capabilities

Asset management / asset level invoicing

0% 10% 20% 30% 40% 50% 60%

9. Please specify your level of agreement or disagreement with the
following statements as they pertain to your organization

Figure 16. Level of Agreement with the following statements

50%
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%
Core back-end Back-end system(s) Core front-end Front-end system(s) Additional
system(s) meet meet future needs system(s) meet meet future needs Comments
current needs current needs (Optional)
B Somwhat Agree B Agree B Strongly Agree
B Disagree B Somehwhat Disagree M Strongly Disagree
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10. Please specify your level of agreement or disagreement with the
following statements as they pertain to your organization

Figure 17. Company Preference for Front-end and Back-end Systems

Building a custom
application(s) tailored to
your company needs

Purchasing an enterprise
wide, package based
solution from a single vendor

While our preference is to

have an enterprise solution

we recognize the need to

build custom for areas where
we would derive competitive
advantage to keep in house.
Purchasing best of breed
package based solutions

from multiple solution providers

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
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11. What are the top 3 offerings/capabilities that your customers are
demanding but you are unable to provide at this time:

System application vendor Faclf
Respondents
Online execution of documents 38%
Online billing statements 38%
Ability to obtain buyout quote online 38%
Online credit decisioning 31%
Support for mobile devices 23%
Ability to price deals themselves 23%
Online payment capabilities 15%
Asset level invoicing 15%
Instant online quote 8%
Access to asset management information 8%
Ability to view payment history information 8%
Other (please describe below) 8%
Online application submittal 0%
Customizable reporting formats 0%
Other (please describe below) 8%
Other: 0%
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12. Please specify your level of agreement or disagreement with the
following statements as they pertain to your organization

Figure 18. Barriers

Other competing priorities

Resource availability

Inability to integrate with current

technology

Financial cost

Overall complexity

Lack of suppliers/providers in the

market

Limited and/or lack of internal expertise

“'II|E

0% 5% 10% 15% 20% 25% 30% 35%

13. Top organizations in financial services have enabled certain capabilities
in order to deliver “best-in-class” service to their customers. Please
identify your current delivery capability for each of the following:




Business Technology Performance Index

13. Top organizations in financial services have enabled certain capabilities
in order to deliver “best-in-class” service to their customers. Please
identify your current delivery capability for each of the following:

Figure 19. "Best in Class" services to their Customers

360 degree view of the customer
across your organization

Robust web enabled customer self
service channel

Mobile device capabilities

Delivery of product and service
information to customers through
social media channels

Enhanced customer reporting
capabilities (i.e abilities for customers
to customize available reports

and download in different formats)

Customized customer product and
service offerings

0% 10% 20% 30% 40% 50% 60% 70% 80%
M Fully available M No plan to provide capability at this time

B Planned future capability M Partially available
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14. Where does your organization fall on the technology adoption life-
cycle for the following new technologies?

Figure 20. Technology adoption Life-Cycle

80%

70%

60%

50%

40%

30%

20%

10%

0%
0 Blockchain  Robotics Cloud Smart Internet  Advanced Business  Artificial Social media
computing  contracts  ofthings  analytics  process  intelligence marketing

(interconnectivity management
of devices and (BPM)
physical items)

B Market Leader B Aggressive B Conservative B Beginner

15. What current IT and/or operational related issues are 'keeping you up at night?

Top 10 Issues

1. Cyber security

2. Pace of change

3. Business Continuity

4. Staying current on Lease accounting changes
5. Creating a system upgrade roadmap

6. Opportunities to reduce costs

7. Focusing on building a portal strategy

8. Lack of workflow capabilities in back end servicing platform

9. Resourcing - Large number of projects and limited resources

10. Finding the right system to meet future needs




About the Report

The 2018/2019 BTPI is the latest report in a series of publications on
business trends, systems and technology available through the ELFA,
the Equipment Leasing and Finance Foundation (ELFF) and Capgemini.
Focusing specifically on trends in technology and operations and the
adoption of these trends, the BTPI serves as the equipment finance
industry’s benchmark for information technology, operations direction,
and spending in both areas.

Presented in the report is a summary of BTPI survey responses and a
discussion of key findings. Also provided are insights into the continuing
evolution of technology in the equipment finance marketplace collected
from outside research.

The BTPI was written and compiled by Capgemini from August through
October 2018. It is based on industry research and responses representing
bank, captive and independent finance companies across a spectrum

of ticket sizes, market approaches, and geographies. Most respondent
companies are members of the ELFA. Other ELFA resources were also
used to support the research, analysis and conclusions found in this report.

Participation in the BTPI is voluntary and free of charge. All equipment
finance companies were welcome to participate and were invited to
provide survey responses through an online survey. The report will be
formally introduced at the 2018 EFLA Annual Convention in October and
will be digitally available at: www.capgemini.com/btpi.
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