Impaired Loan Services

The Need

Through its partnership with ItxLabs, Capital Performance Group utilizes SandDollar™ business intelligence
software to help financial institutions manage impaired assets.

The number of special assets — such as REO, impaired loans, or assets covered under a loss-share agreement —
has increased at many banks due to the economic environment. In addition, many banks have also acquired
special assets, often in conjunction with FDIC-assisted transactions.

The documentation requirements associated with these special assets and transactions involving these assets are
extensive due to either legal considerations or FDIC stipulations associated with covered assets. A single asset can
generate an unlimited number of transactions. This presents a challenge because core loan systems do not sup-
port the tracking of REO. Consequently, many banks are forced to track special assets via spreadsheets and the
tracking of associated events is often done manually. This approach is highly inefficient and increases the likeli-
hood of mismanagement.

The valuation and reporting requirements of ASC 310-30 are complex and could have a material effect on the
company’s financial statements. Yet most institutions do not have the expertise or the resources to handle the
complexities of accounting for impaired loans under this accounting standard. Furthermore, many banks simply
do not have the resources to devote to the ongoing valuation and reporting requirements.

Day One Assumptions

Description of Our Solution

CPG’s Impaired Loan Services can help banks to comply with these extensive
valuation and reporting requirements. We work with clients to:

+ Determine Day 1 balances and establish the reporting baseline and
the preferred loss share accounting methodology

+ Collect information and balance data from trial loan reports,
regulatory reports, and other data sources

+ Import baseline data, develop the appropriate business rules,
and perform calculations

+ Design and run reports

+ Draft procedures for reporting and data management

+ Perform ongoing valuation support and custom reporting

Capabilities of SandDollar™ Business Intelligence Software
SandDollar™ provides:

+ A repository for managing acquired assets and the basic events, rules, and reports to manage covered assets

+ An integrated document database, as well as task management, notes management and expense tracking at
the asset level; the collateral, appraisal, borrower, and guarantor information are available in the same view

+ A complete system for tracking any aspect of an acquired asset for the life of a loan or until sold
+ Transaction details that provide a complete audit trail of all activity

+ Information related to multiple acquisitions in a single database, while permitting each acquisition to be
managed separately using customizable rules

+ A rules engine and event model that calculates the estimated cash flows, accretable yields and level
yield analysis in a straightforward process

+ An easy-to-use report writer that generates customized reports in pdf, Excel, or text (.csv) formats




About the Firm

Capital Performance Group, LLC is a management consulting firm based in Washington, DC. Our firm provides
advisory, planning, analytic, and project management services to the financial services industry. Our profession-
als possess deep experience in a broad range of functional specialties including strategic planning, sales manage-
ment, quality engineering, marketing and product development, market research, risk management, operations
and technology, compliance and regulatory matters, mergers and acquisitions, and strategic cost management.

What makes CPG Unique

Experience — We are experienced veterans of the industry. Our professionals have an average of over 20 years
experience in the financial services industry.

Focus — We are financial services industry specialists. We have developed unique tools and methodologies to
address the specific business issues and challenges of this industry.

Practicality — We know what it takes to implement and manage strategic initiatives. We provide hands-on as-
sistance and actionable advice.

Our Leadership Team

Mary Beth Sullivan, Managing Partner

Mary Beth specializes in strategic planning for financial services companies. Mary Beth has extensive experience
in strategy development, marketing segmentation and product design, distribution planning, sales program
design, financial and risk analytics, and operational reengineering. Prior to joining Capital Performance Group,
Mary Beth was Senior Managing Director at Furash & Company, and Vice President and Marketing Manager

and Assistant Controller with Chemical Banking Corporation in New York. Mary Beth can be reached

at 202-337-7872 or msullivan@capitalperform.com.

Claude Hanley, Partner

Claude has been a management consultant to the financial services industry for more than twenty years. Claude
has worked extensively with financial institutions in such areas as business planning, financial advisory, and public
policy and regulatory compliance. Prior to joining Capital Performance Group, Claude was Managing Director

at Furash & Company where he led the firm’s regulatory policy and mergers and acquisitions advisory teams.
Claude can be reached at 202-337-7875 or chanley@capitalperform.com.

Gary Stein, Partner

Gary specializes in developing and implementing performance improvement initiatives for Capital Performance
Group’s clients. Gary provides consulting in the areas of delivery system analysis and design, and business pro-
cess reengineering. Prior to joining CPG, Gary was a Principal with Furash & Company and Assistant Vice President
at Signet Bank in Richmond, Virginia and was a management consultant with both Coopers & Lybrand LLP and
Andersen Consulting. Gary can be reached at 202-337-7876 or gstein@capitalperform.com.

Ben F. Bowden Ill, Consulting Associate

Ben Bowden, Consulting Associate and President of ItxLabs, has 25 years of experience in technology consulting,
software development and project management. Ben has excelled at providing information technology consult-
ing that provides concise definition and analysis of system requirements, efficient software implementation,
internet applications, database design and professional project management. He has worked directly with a num-
ber of core processor and loan platforms and is adept at evaluating new solutions and integration capabilities.
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