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Sureties and agents face an array of challenges

and pressures related to the early identification and
management of risk. The Crowe Portfolio Analyzer™
solution can deliver timely and comprehensive
reporting about each contractor’s financial situation
while significantly reducing manual data entry. This
solution’s comprehensive analysis and benchmarking
capabilities can greatly enhance visibility across the
company’s entire portfolio.

The importance of
proactive monitoring of
contractors

Though the economic recovery
might be a relief for some
businesses, it can put extreme
pressure on contractors’ cash
reserves if they try to ramp up too
quickly, draining their available lines
of credit and working capital. A
2013 study shows that contractors
are three times more likely to go
bankrupt during a recovery than
during a recession.!

In order to manage this risk, it's
critical for sureties and agents to
have complete and timely data
for all of the contractors in their
portfolios. However, the process
of gathering and analyzing the
necessary data can be extremely
resource-intensive, especially
when complex and detailed
financial analysis is required.

In response to these challenges,
Crowe has developed the

Crowe Portfolio Analyzer

solution. Designed to support
more automation and provide a
comprehensive credit-risk tool, this
solution helps sureties and agents
better manage their contractor
portfolios and allows them to:



* Perform comprehensive analysis
with automated trending on
financial statement metrics

¢ Systematically analyze changes in
WIP schedules, including margin
pickup or fade

e Deliver reports about each

contractor’s comprehensive

financial situation

Analyze their contractors’

performance against industry-

specific peer data

Automate financial statement and

WIP schedule input through an

integrated solution

r Crossse

Utilize a guided workflow to
automate the underwriting
process, creating additional time
for management consultation
Track bonded projects
Standardize contract
reconciliations and

detailed job analysis

Gain better visibility into

risk exposure across the
entire portfolio

The straightforward interface
provides a logical and
comprehensive financial

reporting template configured to
accommodate contractor-specific
metrics while still providing a
consistent basis for comparison and
analysis across an entire portfolio.
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Exhibit 1: Key industry ratios, including WIP report metrics such as job profit fade, are provided using the

Crowe Portfolio Analyzer solution
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Critical industry concerns

Limited or inconsistent visibility
into contractors’ WIP and
financials

For a myriad of reasons, sureties
and agents often struggle to obtain
consistent, timely, and accurate
WIP data. As a result, important
analysis can be delayed or never
completed, and warning signs may
be overlooked until the situation
becomes critical.

Leaner internal operations
Sureties and agents face their
own operational challenges as
they work to “do more with less”

and minimize costs to maintain
profitability. This can lead
personnel to take shortcuts and
only enter partial data, especially
given the resource-intensive data
collection and processing needed
to normalize highly detailed
reports in varying formats.

Regulatory pressure

As sureties and agents try

to cover more ground with
fewer personnel, regulators

and reinsurers are expecting
more. Consequently, underlying
financial strength and attention
to processes for monitoring and
assessing risk are essential.

Customer compliance and
capital constraints

In the face of tightened credit,
prerequisites associated with
common covenants and required
financial metric thresholds have
strengthened. As a result, credit
providers can no longer offer their
customers significant flexibility. For
contractors, this often results in a
need for additional capital. Both
credit providers and their customers
benefit from clear, early alerts to
any potential compliance issues
based on balance sheet metrics.




The Crowe
Portfolio
Analyzer solution

Building on deep knowledge and
leadership in the financial services
and construction marketplaces,
Crowe offers a comprehensive
solution to effectively monitor and
analyze contractor credit risks.

The need

Sureties and agents expressed a
need for a solution that could:

¢ Provide timely visibility into the
full contractor portfolio

¢ Allow companies to compare
normalized data that can be
compiled from commonly used
business reporting formats

¢ Provide clear execution of
monitoring and analytical
steps in order to demonstrate
regulatory compliance

e Cut internal data-entry tasks
to lessen the demands on
internal resources and reduce
opportunities for error, especially
with WIP reports

e Provide early indicators of
potential financial covenant
compliance issues or significant
project fade

crowe.com

e Extend - through integrations
—to other systems such as
origination and risk rating systems

e Provide them with improved
management tools and
useful construction-specific
benchmarking

Our approach

Culling best performance
management practices, our
construction, financial, and
performance teams worked

to develop a solution to help
sureties and agents improve

their performance and analysis
capacity. Effective risk monitoring
and management can be
achieved through:

¢ Fast implementation with
in-depth support throughout the
entire process

e Automated submission of
customer financial statements and
WIP schedules

e Automatic recurring
adjustments to normalize the
financial data in adjusting values
from “as given” to “as allowed”

¢ Interactive dashboard
reporting, analysis, and
program risk evaluation that
are customizable to serve the
needs of your organization

Portfoliowide visibility and
analysis of key trends and

risk exposure to enhance your
organization’s ability to monitor
and react to risk

Side-by-side analysis of
customer performance data
against industry-specific

peer data, including detailed
financial, operational, and

credit risk indicators

Portfolio peer data analysis,
which enables companies to
perform internal comparisons
using their own custom-
developed benchmarks
Benchmark group opt-in
capabilities to allow companies
access to broader benchmarking
data outside the portfolio
Automated WIP analysis,
including exception reporting,

to evaluate developing patterns
and trends

Early identification of potential
problem credit, with detailed
drill-down analysis to help gauge
individual company performance
attributes and issues

Proactive risk mitigation,
including alert capabilities,
workflow review, and an
electronic audit trail to help

with regulatory compliance
Integration of data to or from
other internal systems
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Exhibit 2: A contractor-specific WIP report can be configured to highlight tendencies for at-risk jobs, using the Crowe
Portfolio Analyzer solution to consolidate, monitor, and analyze credit risk.
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Exhibit 3: A guide to analysis, utilizing a workflow list with an entire portfolio view for easy to access status updates and

credit monitoring.



Fast, ongoing operations and support

After a Crowe Portfolio Analyzer system launch, Crowe remains closely
involved with the ongoing operation of the system through regular reviews
and monitoring. When issues arise, Crowe specialists can respond quickly to
answer questions or resolve user challenges.

Crowe is also dedicated to learning from its users, whose feedback is
instrumental in identifying and driving important enhancements that can
benefit all users. In addition to software upgrades, regular reviews, and
periodic follow-up interactions, the tool provides ongoing access to Crowe
thought leadership.




Crowe

Learn more
Kristen Sharpe +1 574 236 2573
kristen.sharpe@crowe.com

Mark Blosser +1 317 706 2618
mark.blosser@crowe.com

' Thomas C. Schleifer, “Beware the Recovery:
What History Teaches Contractors and
Sureties,” Engineering News-Record, Jan.
14, 2013.
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About Crowe

“Crowe” is the brand name under which the member firms of Crowe Global
operate and provide professional services, and those firms together form

the Crowe Global network of independent audit, tax, and consulting firms.
Crowe may be used to refer to individual firms, to several such firms, or to

all firms within the Crowe Global network. The Crowe Horwath Global Risk
Consulting entities, Crowe Healthcare Risk Consulting LLC, and our affiliate

in Grand Cayman are subsidiaries of Crowe LLP. Crowe LLP is an Indiana
limited liability partnership and the U.S member firm of Crowe Global. Services
to clients are provided by the individual member firms of Crowe Global, but
Crowe Global itself is a Swiss entity that does not provide services to clients.
Each member firm is a separate legal entity responsible only for its own acts
and omissions and not those of any other Crowe Global network firm or other
party. Visit www.crowe.com/disclosure for more information about Crowe LLP,
its subsidiaries, and Crowe Global.

The information in this document is not — and is not intended to be — audit, tax, accounting, advisory, risk, performance, consulting, business, financial,
investment, legal, or other professional advice. Some firm services may not be available to attest clients. The information is general in nature, based on
existing authorities, and is subject to change. The information is not a substitute for professional advice or services, and you should consult a qualified
professional adviser before taking any action based on the information. Crowe is not responsible for any loss incurred by any person who relies on the

information discussed in this document. © 2018 Crowe LLP.
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