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Westpac NZ background

WiHestpac

J Westpac has been operating in
New Zealand since 1861

J Westpac has approximately
5,600 staff, 197 branches, 508
Westpac Branded ATMs
operating throughout the
country, 24 hour Phone
Banking and Phone Assist call
centres, and Online Banking.

J Delivered strong result in
challenging market

) Leader in social and
environmental sustainability
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The context behind the economic environment

in New Zealand Westpac

1 Downturn of economy & ann % chg % 1
= Employment (LHS)
somew.hat more advanced than 5 et it (5. (RHS) 10
Australia 47 9
: : 3
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market around but to control it’s 0

impact on the bank 5 -5
. ' . -10 Source: QV, REINZ, Westpac
1 The risk of doing nothing was T 3
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Our response — a 90 day program of work Vestpac
aimed at positioning us ahead of the curve P

1 Project initiated via a discussion paper produced for executive on
emerging problem

1 Our approach was as follows:

1. Define problem, complete scoping study and document and gain
Executive endorsement (2 weeks)

2. On board team and complete detailed planning for each stream
of work (1 week)

3. Mapped current state processes (4 weeks)

4. Conducted solution generation workshops and implemented
solutions (8 weeks)

5. Establish an ongoing control environment (1 week)

. In summary 3 weeks of pre work and 13 weeks of doing
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Phase 1 - Took 2 weeks to complete scoping

phase and generate buy-in required Whestpac

D BeV|ngt0n Group, SME Scoping has identified 7 streams of work within the program
engaged to help define problem e s e
and outline approach

J From first phone call to
Bevington to start of scoping
was 2 weeks

9 BEVINGTON Staying Ahead of the Curve \Wlestpac

1 Scoping timetable was a tight 2
weeks

1 Identified the key problems
through series of stakeholder
interviews and data

] Needed to in top 2 priority for gz ||
business

11111111111 Staying Ahead of the Curve Wlestpac
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Phase 1 - key deliverable project objectives WiFestpac

) Four objectives were set — These delivered earlier gains
compared to original objectives
— 1. Key Performance Indicators

- A KPI framework that will drive accountability for delinquency
outcomes

— 2. Dashboards

* Anincrease in the visibility of delinquent account performance
across channels

— 3. Improved business model for managing arrears
* Improve relationship managed and mass consumer arrears process
* Implementation of risk based collections strategy

— 4. Quick wins

* Implementation of initiatives that will reduce early cycle roll rates
And reduce # of accounts going to write-off/recovery
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Phase 2 - Project team resourcing and on

boarding Widestpac

) The project team was formed [ Headofpmgram]
— Needed to be owned by Westpac
— Pulled the best resource [ EO— ]_

— Freed up in a couple of days

1
D Detalled Outcome Orlentated [ Streams ] [ Project Support ] [Project Managemenﬂ

stream plans were

documented - Managers. 1 H s el 1 Y Projec acking )
] Project governance process ) V|, V|, .

defined early g s U R s
1 Project kick off meeting with (oo | L

team and subsequent e )L J

sessions ensured the on [ poromance P

boarding process was ) g [-External J

successful L[ e

aratoqy
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Phase 2 - Established governance process to
ensure tight delivery and strong WiHestpac
communication

J Governance process was designed to be light on overhead

1 Daily meeting (team room)
— No more than 30 minutes
— Focus on what was to done today

1 Weekly steering committee (in the team room)
— 1 hour duration
— Open house invite for stakeholders
— Focus on actions to plan, risks and delivery for next tollgate

1 Month Exec tollgates
— 1 hour duration
— Stakeholder management pre tollgate ensured no surprises

1 Communication
— Intense stakeholder engagement
— Simple one page communication post project start and every tollgate
— Intranet and newsletter articles
— Senior management roadshows
— Videos from successful pilots
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Phase 3 — Understanding the current state was

completed in the first 4 weeks Wiestpac

J Applied standard Bevington *  Data Collection by work team 7
XeP3 methodology to process [z | 5
mapping and analysis .

1 Champion challenger
strategies were identified:

— Tested risk based delinquency
management practices for existing

processes.
1 Current delinquency
management performance
data was collected and

ot include time data for Credit Managers

Noise Core

analysed
D Slgnlflcant debate and Discretionary Support
pressure to skip current state = comrsms s

+ Review Refer List and Futrix Reports

understanding and just do

— Resisted this and ended up
with a better outcome
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Phase 4 - Solutions were identified that could

be delivered in the 90 day program Wiiestpac

1 Solution generation workshops were
conducted based on process data

J Ideas were prioritised and ey — Longer g ime
implementation planned ueiness Perlormance Hossures (oo e 559

J Momentum methods ensured L
delivery of ideas to time frame LEVEL2- - -

] Quick wins were also required to L

asurement Lag Time

maintain balance between short and  wwes et K _ senvoumas

medium term g i
. The big challenge that we faced was 1

the delivery of IT systems (new by essures M easunes

account management system and

dashboards)

— Not initially expected

— Had to be delivered in less than 60
days

— Success was due to positioning of
project as number 2 for bank
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Phase 5 — Building a framework to sustain the

focUS WiFestpac

1 The project had a 90 day life — it is now closed and business has
accepted ownership

1 Appointed business champions

1 Established regular forums to monitor delinquency numbers,
share best practise and drive improvement

1 KPI's provide the incentive to improve delinquency performance

] Dashboards being delivered weekly across business and to
executive team

J Delinquency management model documented and now
controlled by risk with all changes to be approved by risk

] Established independent quarterly reviews of outcomes
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What we delivered in 90 days has been

significant Westpac

1. Key Performance Indicators
= KPI's agreed and in place

2. Dashboards

= Producing over 400 weekly dashboards

3. Improved business model for managing arrears

New delinquency management model delivered

New risk based Account Management System released

More appropriate delinquency calls being conducted across the business
Over 20 improvement ideas implemented across the business

4. Quick wins
= Financial Solutions team commissioned in collections to assist in rehabilitating
customers
= Using Mobile mortgage managers in Auckland and Wellington to contact
customers
= Small arrears team working delinquent accounts with small balances due to
technical reasons
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The new delinquency management model is

significantly different

WiFestpac

G e S, e

Ref List Payment Due Collections
Pay / No pay

Delinquency metrics and Dashboards
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Recoveries

Improved Arrears
Management Model

Process improvement within
collections

Delinquency metrics in
scorecards across the bank.

New account management
system measuring activity
which can be reported on

Improved visibility with
dashboards
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The early outcomes have been very pleasing  Wl#estpac

 Financial solutions team implemented in July
2008 have:
— Rehabilitated $94m since July
— Generated provision saving of $3.7m
— Halved the return rate into collections

J Improved collections effectiveness
— Right party contact rate improved 8%
— Abandonment rate consistently below 1%
— Reduced idle time by 32%

— Cards collection strategy 50 percentage point
improvement in 30+ delinquency

1 Branch early call program working well,
— All lenders are now making early calls
— Improved roll rate in Personal loan and Housing
1-29 day delinquency

Delinquency management model now owned
by business and controlled by Risk
Established framework for continual
improvement of delinquency management
performance
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In summary what was crucial for success

within a short time frame \Ilestpac

1 The burning platform

1 A tight well scoped project

1 Very clear deliverables

) Project management

] Stakeholder engagement

] Right team with great attitude

1 Ready to take learning to other projects
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