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"When CGI’s Value Chain
Acceleration (VCA), industry
expertise and multitude of
service options is combined
with Entigo’s Reality Builder
products, it is readily apparent
that the combined solution is
one of the few choices to
address all of the complex and
critical decisions required to
maintain/acquire a competitive
advantage through warranty

and claims management."

Executive Summary

Many economic experts predict that the economy has begun the gradual process of recovery
and that the “Post-New Economy” is in the evolutionary process. This white paper is
designed to address the lessons learned over the past two years and to provide insight into
one of the strategies CGI offers to deliver the most value for your organization. For example,
the best-in-class value chain performers are enjoying substantial financial and operating
advantages over their competitors. They are more responsive to customer needs, quicker to
anticipate market changes, and far more effective in controlling costs. And they are a lot
more profitable, too. Now these leaders are leveraging the Web to raise the performance bar
to the next level. CGI can provide the solutions to assist an organization in leveraging the
Web to maintain pace with the competition.

The most prevalent lesson learned on this wild journey may eventually be recognized as a
turning point in the recovery. The lesson appears to be common sense (and many strayed a
little from the path during the 1998 - 2000 tech boom). The lesson is that business drives
technology and that IT departments are a service provider for the business and, as such,
must be in alignment with the business. Technology is an enabler that greatly benefits most
businesses but companies can’t lose sight of the fact that IT is an enabler and not the
panacea of business in the future.

Prioritization of IT initiatives must be based on real benefits in terms of economic value
added (EVA) and increased customer loyalty which translate into revenue growth at higher
margins. Any initiative being considered must be based on REAL ROl in a short period of time
with long-term benefits as the tiebreaker. This old-yet-new-again tenet is codified by the
market’s realization that vendors of technology and services are once again on the hook to
deliver real value in a short period of time and will not succeed based upon benefits which
are not readily quantifiable. CGl recognizes this shift back to a more pragmatic approach and
has developed a value chain acceleration (VCA) methodology to assist our partners in
realizing the benefits of merging business goals with IT initiatives and selecting those that
will deliver the most value in the least amount of time. To enhance GGI’s holistic approach to
leveraging IT to meet business goals, CGl and Entigo - a pioneer and industry leader in B2B
sell and service-side eBusiness solutions - have partnered to incorporate Entigo’s Reality
Builder suite with CGI’s VCA methodology.

Defining the strategic context

The value proposition for warranty management

As a manufacturing example, the North American Automotive Industry spends more than $8
billion a year on warranty claims. Many costs are associated with the manual, labor-intensive
task of processing warranty claims, which often cost more to process than they recoup.
Another critical factor in all related industries is the customer dissatisfaction and poor quality
scores that affect a company’s brand and ultimately their revenues. In a recent survey,
customers preferred doing their taxes and going to the dentist over a trip their local
dealership for maintenance.

Consider this from AMR Research:

“Firestone and Ford’s problems with tires on Explorer SUVs have brought to light the
weakness in the management of warranties in most manufacturing companies. By using e-
business technology like Web-based warranty systems, the automotive industry and many
others, can save hundreds of millions of dollars in administrative costs and reduce warranty
processing lead time from months to days.”

A growing reality today is that delaying warranty eBusiness initiatives can cost hundreds of
millions of dollars and has been detrimental (if not fatal) to businesses when ignored. In
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“Collaborative warranty
applications will become the
tool to greatly reduce warranty
costs. When you consider the
far-reaching costs and
implications of failing to
address this core business
process, it's an area that no
responsible CEO or CFO can

afford to ignore.”

today’s competitive landscape, companies must continuously strive to create efficiencies and
reduce operating costs while driving revenue and increasing shareholder value. Companies
must also consider the basis-of-competition (BoC) and address areas that deliver the EVA of
strategic initiatives. Warranty claims management presents such an opportunity by to stay
ahead by providing an initiative that focuses on reducing operating costs, increasing product
quality and defect detection, expanding market share, and streamlining inefficiencies.

Despite significant advances in automated procurement and selling, today’s manufacturers
still face daily challenges with the laborious tasks of warranty claims management and
supplier recovery. A recent adopter of the Entigo Warranty and Claims solution projects an
annual savings of $2M - just in processing costs. Manufacturers are losing millions of dollars
a year from the inability to track registrations and claims, the processing and payment of
invalid claims, and the failure to recover monies from suppliers due to faulty parts - not to
mention the value of customer data and the benefits associated with it. Antiquated manual
procedures and mainframe systems force manufacturers to operate in a reactive, non-
proactive mode. As a result, product quality suffers, recalls are required, and vital channel
partner relationships are severely threatened. Beyond automating legacy and paper
processes, warranty management today is about faster cycles for engineering design and
redesign, better consumer response, recovering costs, improving call center operations,
improving channel relationships, and building a service business with much higher margins
than traditional manufacturing. Today, the customer demands the warranty, but the
manufacturer needs it even more.

The Alliance

The joint initiative between CGl and Entigo lays the foundation for business partners to apply
rapid problem identification and resolution techniques, thereby enabling the entire value
chain to quickly resolve problems. The solution can be combined with any of CGI’s full-
service, end-to-end IT solution offerings to create a truly comprehensive value chain solution.
High impact business recommendations and extremely flexible contractual terms that meet
clients’ needs are CGI hallmarks. When combined with the

additional flexibility of hosting, outsourcing, on-site, off-site, near- shore and off-shore
delivery options using data and recovery centers in Canada and the U.S., as well as
application maintenance and development centers in Canada and India, it’s easy to see why
CGl has succeeded in developing long-standing relationships with market-leading companies.
With the addition of Entigo Warranty, consumers, dealers, distributors, and internal resources
from our partners will be able to automatically register products, process claims, and track
claim status throughout the warranty claim registration and approval process in real time and
with greater ease and efficiency. By reducing the complexity of warranty administration,
providing better visibility to warranty programs and pricing, and processing claims faster and
more efficiently, the joint solution can provide an unmatched level of quality and service to
both sales channels and end users while increasing revenues, cutting business customers’
costs, and bolstering loyalty.

“Despite significant advances in automated procurement and selling, today’s manufacturers
across various industries face even tougher challenges with the laborious tasks of
administering warranty claims and reducing their warranty liabilities,” explains Gisela Wilson,
director, product supply chain applications and exchanges at IDC.

The Solution

Entigo Warranty combined with CGI’s VCA methodology represent a formidable addition to
value chain management and provides a powerful warranty claims management system that
seamlessly automates the after-the-sale service interaction between manufacturers, multi-
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“Manufacturing organizations
will find . . . (the CGl/Entigo
solution) especially attractive
due to its ability to improve
bottom line profits by enforcing
supplier warranty policies, and
will enable ... (the solution) to
reach a broader audience and
make a stronger case for its
Reality product suite. This also
gives the (solution) a
differentiator over larger
players, such as IBM and
BroadVision, that do not have
complete warranty and claims

management features.”

tier channel partners and customers, saving significant time and money. Unlike other
products that simply enable manufacturers’ customers to submit electronic registrations, the
CGl/Entigo Warranty system is a complete solution that begins with the simple online
registration of claims to automatically recovering monies from suppliers. The solution
provides intelligent claims processing, enabling manufacturers and channel partners to
submit and view all claims associated with user groups, automatically validate and classify
claims against product registration information and warranty programs, track standard repair
time, log actual labor and much more. Manufacturers using Entigo Warranty and CGI’s VCA
methodology realize a considerable return on their investment in the first year alone.

By enabling customer service reps (CSRs), suppliers, and channel service partners to input
claim information and other relevant data into a comprehensive online system designed for
warranty analysis, the entire supply chain can work together to respond to issues. The
quicker an organization is able to identify and resolve product problems, the more warranty
claims may be avoided, thus lowering warranty reserves and producing more profit directed
right to the bottom line.

CGl and Entigo are currently working with leading manufacturers and suppliers like Michelin,
Carrier, Honeywell, General Motors, ArvinMeritor and Ford in order to help them market, sell
and service their products to their channels through the Web. And now, with the CGI/Entigo
solution, the world’s first and only B2B Web-based claims management system,
manufacturers can save millions through the intelligent administration of product warranty
programs, claims management, and comprehensive supplier recovery.

Generating Revenue from Warranties

Another side of warranty management is the revenue potential in extended warranties.
‘We’ve found that the margins for aftermarket parts and service can be an 85 percent margin
business, compared to 25-35 percent for traditional OEMs,” says Mark Demers, VP of
Marketing for Entigo. “Why do you think Circuit City and Best Buy push customers so hard?”

Since distributors often sell products without identifying the customer to the manufacturer,
and end users often fall to fill out warranty registrations, extended warranties are the best
way to gain customer Information for up-selling or cross-selling products or services, “Its
found money, the customer intelligence part is huge,” says Demers. Another warranty
solution customer, air conditioner manufacturer Carrier, will present dealers with a single
Web form for sales and extended warranties at the point of sale, This will return customer
information directly to Carrier, and deliver revenue to both the manufacturer and the channel,
an incentive for dealers who might be selling competing brands. Toyota rewards dealers for
the sale of extended warranties (above the markup they apply). not have complete warranty
and claims management features.”

Consider this published comment from AMR Research:

“In version 3.0, Entigo focused on addressing several key business issues common in the
manufacturing industry, including expensive labor-based claims processing, lack of warranty
policy enforcement, limited ability to recover supplier warranty costs, lengthy reimbursement
cycles, and difficulties in identifying trends in quality. The result in Reality 3.0 is a solution
focused on addressing real business problems that has the potential of delivering ROl in the
near-term.”

Gartner, reported in “Strategic Planning” (SPA-13-5992) by V. Oliva, and K. Harris that
benefits of Web- enabling the claims process would produce the following results:

e Reduced investigation, processing and settlement time

e Paper trails become electronic trails, reducing document loss

e The timing and accuracy of communications among all parties to a claim are greatly
enhanced
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e Performance measurement metrics for all parties handling a claim can be established,
managed and monitored

e Fraud can be more easily detected and prevented

“E-claims could reduce the time required to adjust and settle a claim by as much as 50
percent, greatly enhancing policyholder service and therefore leading to increased customer
retention and growth. The increased efficiency and accuracy of e-claims could result in a 3
percent reduction in claims-expense ratios, saving u.s. P&C insurers more than $8 billion a
year.”

According to A.M. Best (which provides global ratings on the insurance industry),

“In 1999, U.S. P&C insurers spent more than $38 billion on claims adjustment. On average,
approximately 13% of every premium dollar earned by P&C insurers is spent on adjusting
claims. before anything is paid out for the claim itself: Thus, a P&C insurer with $500 million
premium income is spending approximately $66.5 million on loss adjustment. If it spends
$15 million on e- enabling its claims process, conservatively resulting in a 3 percent decline
in its loss adjustment expense ratio, it will save approximately $15 million annually.”

Service delivery approach - Cost-effectiveness, unique IT services
delivery model:

At CGI, we believe in developing and implementing the most sensible, cost-effective solutions
to address our clients’ business and IT challenges. Our clients realize significant cost savings
without sacrificing quality or control through a global delivery model that offers choices
tailored to meet their individual needs. Entigo’s suite of products has been added to this
model to enhance CGI’s world-class portfolio of offerings.

Project approach

A proven methodology

The methodology employed by CGI and Entigo is the result of years of work and professional
experience by Subject Matter Experts from all areas of system development, implementation,
and integration. It is also based on industry best practice concepts (1ISO-12207, IEEE) and
methodologies, and is structured to best support our collective approach to systems
implementation and development. This provides developers and managers with a life cycle
model for IS/IT solution development and delivery, and it establishes a standard approach to
execution of related activities. In addition, it outlines the objectives, the content, and the
result of each of the activities.

CGI’s approach to VCA and Warranty Management addresses, in a holistic fashion, the issues
of warranty and claims information that is obscured, widely distributed and inaccessible to
an enterprise’s decision makers. To maintain consistency with the overarching strategic
objectives of the enterprise, corporate key performance indicators and the resulting
information requirements drive the supporting systems and processes required to create
value. The initial component in ensuring strategic alignment for VCA initiatives is the
establishment of key performance indicators (KPls) that need to be measured on a corporate
or functional basis. Each of these metrics measure some aspect of operational or strategic
performance of the organization.

To ensure alignment with key business objectives, KPI identification is founded on a top-
down approach that begins with the organizational objectives, identifies the relevant
initiatives and functions and their critical success factors, and defines the appropriate
metrics. This process is relevant from the enterprise level down to a business function level.
Each KPI is validated to ensure its respective applicability.




5
CGI CGI’s Proven Approach to Warranty and Claims Management Using the Entigo Solution

Solution approach

The methodology consists of a comprehensive set of processes. A project team or
organization, depending on its purpose, will select the appropriate subset as a toolkit to
fulfill that purpose, project or application. Many clients request that CGI/Entigo provide an
off-the-shelf electronic commerce solution for warranty claims management.

The solution infrastructure must be able to support a distributed data set, complex analytics,
a Customer Call Center, a Material Review Center, and provide meaningful information to
process claims - either automatically or facilitated by a CSR. To this end, the projects are
focused on providing a foundation of software and resources necessary to enable customers,
their dealers, and internal resources to process problem calls, register products, process
claims, review material and track claim status throughout the approval process. The following
diagram depicts how the implementation methodologies have been mapped into one
comprehensive delivery model for Entigo implementations.

Definition and operations analysis

Recommending a viable information system solution configuration based on an
organization’s requirements, constraints, and compliance with both applicable business and
technological directions is priority one. This analysis allows our team to translate
requirements into specifications needed for any implementation of the Entigo solutions that
optimally deliver client requirements. During the Definition and Operations Analysis Phases,
the following are accomplished:

Define the business drivers (examples)
e |Increasing data return to engineering
® Reducing Cycle Time

e Reduce warranty reserves

e Problem identification and resolution
e Recall management

¢ Implementing auto-adjudication rules

e Reducing cost through Vendor Recovery

Define the business objectives (for example)

e |Increase sales, improve quality

e Define System Objectives

e Provide Problem Tracking capabilities

e Provide Material Review capabilities

e |mplement a solution that is commercially available off-the-shelf

e Provide a solution that is open, standard, repeatable, extendable, and scaleable

e |everage existing technical infrastructure, information systems and data repositories
e Provide solution that is available 24 X 7

e Provide proper user authentication, authorization, administration, and audit

e Provide real-time integration with existing data sources
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Define project scope

e Geographic/User Scope

e Distributors, Retailers, and Dealers
e Enter these claims online

e languages and currencies

e Number of users and sites

e (all centers and level of service

Define business scope

e Problem Tracking

e Product registration

e Warranty processing

e Type of Use

e Level of service: Silver, Gold, Platinum

Define the system integration scope . Servers and platforms
e Required processors

e Bandwidth

e Database

e ERP, SCM, CRM, BI

e (Customer information

e (laim Data

® Processing payments

e Backend financial integration

e Pricing System and Catalog

e Registration/VIN Information Database

Design and build phase

This phase is performed to refine the work completed during the Definition and Operations
Analysis Phases and will serve to establish the baseline by which the subsequent phases will
be defined. During this phase, the proposed functionality and features of the system are
identified and translated into configurable elements. The scope of this phase always includes
the development of a System Specification (a detailed specification of WHAT the system will
do). followed by the definition of a high level Systems Architecture and the descriptions of
the environments needed for the development and implementation activities.

Wherever feasible, prototypes are built to assist the client to:

e C(larify and refine requirements;

e (Confirm selected features of the specified system;

¢ Provide immediate and informed feedback on system’s usability (e.g. Gui design).

Details of development and operational costs and other impacts are refined/defined to
support a more accurate study of the system’s economic value and viability and will provide
stakeholders with advance notice of the changes the system will bring to their day to day
activities. The phase produces other components related to the strategies that will be
followed and that provide a technical framework for the design, configuration, testing and
deployment of the system. The strategies are used to suppo~ the project planning process
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and tailor activities that are needed to manage the project. The following briefly covers the
activities required to produce the detailed architecture and design of the solution and
incorporate plans and strategies established during the Design Phase:

Define Entigo functionality to be implemented (brief example)
e E-mail CSR for rapid response to inquiries
* Provide end-users ability to enter quick claim at login

e Provide end-users ability to view details and current status for all claims and to add
remarks to claims or to specific claim activity

* Provide end-users ability to choose transport method for returned good

System architecture

Concurrent to the functionality requirements gathering, systems architecture must be
defined. This requires the transformation of the System Specification into a high level System
Architecture.

e A Conceptual View model;
® A Process View model;
e A Development View model;

e A Physical View model.
Transition Phase

Approach

The CGI/Entigo team recommends an iterative, phased approach for the development of the
solution similar to the spiral model developed by the FAA. The Development Strategy
provides a technical framework for the design, construction, and testing of the system. An
optimum strategy is influenced by:

e (Customer Requirements;
e (Construction Strategy;
e Release Strategy

It is very important to Entigo and CGI that our team delivers quick, measurable progress
towards the goal of implementing one system for processing all claims. Therefore, avoiding
the “Band-Aid” or the “Big Bang” approaches to system development is critical. By
developing each phase using iterative design and development techniques. deliverables are
reviewed early in each step of the development process to ensure accuracy and consistency.

Deploy

The Implementation Phase provides system availability to the first set of selected users. The
successive rollout to additional sites, or additional sets of users, is the focus of Deployment
Phase activities. it is important that project planning for deployment of multiple sites,
explicitly tailors each of the Implementation Phase activities that are to be executed to
support the implementation of the system at each site. The deployment must reflect what
has been done already and what is required for the designated sites. As a result of the
lessons learned from each site, the Delivery Plan is updated when needed.

Discover mmime— Define mmi Design mmje— Develop =i Deploy sl







