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Governance, Risk & Compliance (GRC) capabilities for improved oversight and
business performance

Bankers and Insurers are under the gun to better manage risk and compliance across the organization
due to increased regulatory oversight via Dodd-Frank Financial Reform Act along with Basel lll, Solvency
II, S-Ox, etc. coupled with pressure to reduce losses and enable more informed risk-based decision-

making in all financial services lines of business

= Complete/Integrated View of Risk exposures across LoB’s, partners, suppliers

= Transparency and Trustworthiness of Risk Data

Stress Testing/What-if Scenario Modeling Credit Risk Market Risk Operational Risk  Compliance

Managing Liquidity and Capital Ratios

Regulatory Compliance with new obligations

Risk-Adjusted Performance Measurement

Operational Risk Reporting

Stress Testing

Market Risk Reporting & Analytics
Trending and Predictive Capabilities

Total Exposure Information
Credit Risk Reporting
Limits & Utilizations
Overdrafts & Netting
Collateral Management

Information Access
Analytics Integrity and

Business Insight

Data Quality and = Quality & Completeness of Source Data = Siloed Initiatives
Governance of = Linking Data to Common Client/Institution = Data Aggregation P
Information = Recognition of Risk Management Needs = DataLineage t

Client Investment Agreements
Multiple Risk Calculators
Duplicate Functional Systems
GL Reconciliations

Key Risk Indicators

Credit Limit Approval Process
Credit Lending Process

New Business Acceptance

Process Improvement,
Automation and
Rationalization
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Why?

“Enterprise GRC Platforms enable companies to gain business

. . value out of risk management and compliance investments by
Risk has never been a bigger

integrating them with Performance Management — giving a more

Challenge than in today’s complete view of the business and, with the integration of risk
) i management, a forward-looking view of how risks could impact
business environment... performance.”

- Gartner, 2010

...new requlations, globalization, increased risk and business velocity,
and an explosion of information...

all demand more effective compliance and risk management practices and better alignment of risk and
performance management objectives for better business outcomes
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Timeline of regulatory response

SEP 2004 DEG 2009
1995 - 2011 COSO ERM SEC Proxy
Framework Disclosure
. Rules
JUL 2002 . JUNE 2006 MAY 2008 :
Sarbanes—Oxle H J-SOX  S&P Announces .

Act passe: APRIL 2003 Signed ERM Ratings : JULY 2010
. Solvency II = . . :

: Endorsed : . : :  Dodd-Frank

: . . . . : Signed
NOV 1999 i = JUN 2004 : : JUL 2007 : i
GLB Act passes . ' Basel II & AS5 Approved . - 2011
(repeal of Glass—Steagall) : * Framework * by SEC : .o Basel III

N 0 N 2 T o S R e T

FEB 1995 OCT 2001 SEP 2004 : Poooal
Barings Bank . Enron, WorldCom, Me.rck : : 2_0'0{3 . :
Collapses E Tyco Scandals and Pfizer . . Société -
: Drug . = Générale .
. Scandal . : tradin .
: candal 1 e i DEC 2008
. : : * Madoff Investment
E : : : Scandal
MAR 2005 . .
SEP 1998 Halliburton : - Efﬁmizogrothers
LTCM Collapses Bribery Scandal : Files Ch. 11
: " p
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. EVG"TS _ FEB 2007
Regulations TJX Credit Card Fraud ’
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Business Analytics Risk Management

Capabhilities

{ OpenPages | { Algorithmics |

o o - —— -

Integrated Risk Management

Financial Risk Operational / IT Risk and Compliance
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Market Risk Credit Risk || Liquidity Risk || Other Risk |
I
'

Algorithmics | A~ " OPENPAGES
----------------------------------- an |[EM* Campany
. Asset / « Counterparty = Capital - Financial = Risk * Information * Industry = EFM
Liability Credit Risk Calculations rg—}pc:-mng Control Secyrﬂy cor_nplla nce Strategy
Management « Basel |l » Stress- risk Assess- * Business * eDiscovery and PMO
- Exposure » Capital Testing * Financial ments Cq\ntinuity.-r * Policy Mgmt = GBS and
Management Efficiency * Cycle-time CDn_lrc:-Is (RCSA} * Privacy * Legal / ACM SW
- Market Data * Risk-based for reporting * Business / * Scenario * Data regulatory ISV
« Portfolio Pricing » Treasury reputational Analysis Security risk Partners
Retum « Predictive Forecasting ~ risk * KRls
Analytics Analytics » Cash Mgmt = sfc. * Loss Event
Databases

n
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Definition

“Operational Risk is the risk of loss
resulting from inadequate or failed internal

processes, people, and systems or from
external events.”
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Companies Struggle with Fragmentation of Risk and Compliance Information
and have difficulty providing transparency

CEO/CRO/CFO

IT
Risk

_"'_'_"g
—-

P g
Operational L N " ‘
A [ Risk T
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An Integrated Approach Facilitates Transparency

CRO/CCO/CFO

Market Credit Finance Operational IT Compliance
Risk Risk | Risk | Risk Risk | Risk
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Unified Governance Platform

Internal Audit
Management

Financial Controls
Management

IT Risk &
Compliance
Management

10

KRIs
Assesgm ents
Ssuasg

CommandCenter”
Business Intelligence

S OPENPAGES

an IBM® Company

Operational Risk
Management

Policy & Compliance
Management

Other Platform

Extensions
* Vendor Risk
e Business Continuity
* Privacy
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OpenPages ORM
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Provides an Integrated Operational Risk Management Solution

Key Features

» Enterprise Operational Risk Management to
identify, manage, monitor and report on
operational risks across the enterprise

— Basel Il AMA
— Board Reporting
— Business Line decision making
* Fully integrated Operational Risk capabilities
— Risk Control Self Assessments (RCSA)
— Scenario Analysis
— Key Risk Indicators (KRISs)
— Loss Event database (Internal & External)

Business Benefits

OpenPages ORM dashboards deliver
actionable reporting on current state
of risk.

OpenPages ORM dashboards deliver actionable
reporting on current state of risk ___ -

= Understand and proactively manage the risks that can impact the business

= Improve Operational Risk processes by integrating key risk data (e.g. loss events with

RCSA)
= Standardize risk reporting across the enterprise
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OpenPages Policy and Compliance Management (PCM)
Sustain Compliance Across Multiple Policies and Regulatory Mandates

Executive dashboards provide visibility, control and decision
support required for regulatory compliance and to optimize

Key Features

» Integrated solution for managing regulatory and business performance.
policy compliance oty Masdate Map Oond
» Assess enterprise compliance requirements at T st =
the business unit, process or local level .
« Policy and procedure mgt. = = e e ) [ e
 Training and communication — ._.;.:‘:.. et T [hme
 Support for the regulatory certification and audit [ i A
process — [ A
[ LT :;:::::irndhu G Pmpgemst eyt of Ripreest | Boan |5 s e
B A femen ]
& Peprveeaty P 8 Snogton | 57 !%
B jmres |5 s dacay
ey TR
e LT -le " ‘mg!gg-
. . 1 : = e ;_%F
Business Benefits T b R

= Standardize compliance across regulations to reduce cost and deliver a holistic
understanding of all compliance risk

= Provide confidence that compliance is achieved, risks are mitigated and corporate
policies and procedures are enforced
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OpenPages FCM

Market-leading Solution for Managing Financial Reporting Risk

Key Features OpenPages FCM dashboards, charts and reports
. Automated compliance lifecycle deliver views on the state of financial reportmg

— Design and documentation through test, review, M ———

approval and certification mOPeNPAGES CommandCenter o0t gpc BENESDE
 Central repository T foOmkbam s
— Document compliance policies and procedures, st I ¢ o
capturing full audit trails and approvals | g Rk Iasues
* Issues management s . ot
— Automate SOX control issues notification and T T
remEdiatlon - B i '_: ::“" e
— Report against critical issues from dashboard 3: -
o 302 and 404 certification
— Reduce costs and streamline efforts with OpenPages .- '
InteliClose™ enabling progressive closing S l
fl-m-:“:nn....u |
Business Benefits -
= Secure and centralized management of all financial compliance data S N " t
= Provides executive management with assurance into the state of compliance
= Ensures quick issue remediation o>
13 Novembei21, 20
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OpenPages ITG

Aligning IT risk and operations management with business objectives

Key Featu res OpenPages ITG delivers a policy-driven, process-centric
« Integrated solution for managing IT Risk and way to manage IT risk and compliance.

compliance
— Assess IT risk in context of business
— Identify key risks, controls and/or gaps

» Support for the regulatory certification and audit
process

* Optimize your control environment

« Track and manage common requirements
across laws, regulations, standards and policies

 Integrated with UCF, the industry’s most
comprehensive IT compliance database

Business Benefits g

. . . . ’
= Manage internal IT controls and risk according to the business processes they support N "
= Unites multiple silos of IT risk and compliance to deliver improved visibility, better N t
decision support, and enhanced corporate performance o <
4
14 Novembei21, 20
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OpenPages Internal Audit Management
Providing independent assurance to the business

OpenPages Internal Audit Management enables

Key Featu res organizations to plan, execute, report and review
* Integrated solution for audit management their audit universe.
« Define, plan, execute and report on audits R
across the business ™ s inahiey

— Track and manage audits, audit R

phases, workpapers and allocations =1 === P

» Automate operations through fully M e m—
configurable reporting and workflow e

« Risk rank audit universe, configured — R
according to the audit methodology e et

o

L p—

Business Benefits

=" Empowers internal audit departments to champion risk management, acting as a
strategic partner to management

= Delivers an integrated, closed loop approach to risk management, driving visibility and
confidence in organizational risk posture
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FIRM (Finance and Integrated Risk Management) — Solution Overview

End Users

AEEEREEN

C-Suite BOD Finance Risk Operations Sales Marketing Regulators

T

FIRM — Finance and Integrated Risk Management

X}
Sl ]

KEY CAPABILITIES:  «Management Reporting

[ m—— | *Scorecards eFinancial Reporting
= *Dashboards *Regulatory Reporting
e *Ad-hoc *Risk Planning
: *OLAP Analysis *Risk “what if” Sandbox

*Events/Alerts

t t t

I S A R

i\

FIRM, FIRM, _ FIRM FIRM ™1, FIRM, _ FIRM, FIRM
BRP- Risk Scenario (OpenPages) (OpenPages) XBRL Risk Scenario Cognos Metrics
Banking Analytics Bluepfint FRS Gjobal Analytics i
Risk Perf (R2 Fi ial) Blueprint Controller Studio,
isk Per inancia . ™1
Application IBM Solution Acceleratqrs (R2 Financial)
1 1 1 1 1 % &
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FIRM (Finance and Integrated Risk Management) — Solution Overview

End Users

AEEEREEN

C-Suite BOD Finance Risk Operations Sales Marketing Regulators

T
FIRM — Finance and Integrated Risk Management

KEY CAPABILITIES:  «Management Reporting

e *Scorecards eFinancial Reporting
— (I Dashboards *Regulatory Reporting
 — - _ *Risk Planning
B . alysis *Risk “what if” Sandbox
ey =] *Events/Alerts
FIRM, FIRM, FIRM FIRM ™1, FIRM, _ FIRM, FIRM
BRP- Risk Scenario (OpenPages) (OpenPages) XBRL Ri kSc'enarlo Cognos Metrics
g?rl‘(kl')“gf ,(O«ana::ytlcs Bll;;*p”nt (FRS Global) éln IY"',CSt Controller Studio,
isk Per inancia . prin ™1
Application IBM Solution Accelerators (R4 Financial)
f f f % &
= o ===N e
(. -!&;, . [# J., E = _.--l‘ E -'
..r.% ?Il lﬁ 0) = [ [
Lﬁbperatlonall egulatory Financial “I
IT Risk Compliance N
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Organizations over-rely on personal productivity tools....

Finance over—relies on desktop applications and manual processes for reports that:

Treasury & Liquidity
Management

Currency & Transiaction Cost
Analysis

Financial Statements

Board Books

Statutory and Regulatory
Reports

MD&A & Footnotes to
Financials

Management Reporting

Analyst Presentations

* Integrate data from multiple sources
 Structured and unstructured sources
from across the enterprise

* Require collaboration
« Different contributors, inter-
department and from other
departments
* Different areas of responsibility, and
access to different data

* Are process-driven reports
» Report building, editing, reviewing,
approval and publishing
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..and complex manual processes to create critical reports

Risk Elements

e:Errors in Informal data collection from multiple locations

e+ ack of accuracy from re—keying similar information multiple
reports

e« Low productivity because of linear workflow with multiple
bottlenecks

e+ Little or no version control

- Visibility into report status difficult

\/ l'w_ **Long reporting cycle times prevent value added analysis

'w._ e:Integrity and confidence issues
Approvers \ I - Last—-minute changes are not able to be made
LE!'

7\

__'-'q-
T gy ...
Ly

Reviewers

- e:Financial loss *-|oss of reputation
-+ e:Legal challenges *-Fines and penalties " P
*-Loss of stock value *-Job loss N N ’ ‘
Report "
Consumers ‘ .
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IBM Clarity FSR Reduces the Risks

Risk of Errors

Feature Benefit

Integration to source data

No re-keying of data

Variables in text

Consistency across the report

Validation Rules

Numbers always tie-out

One version

Feature Benefit

Security to view or edit each object

of the truth

Users only see the data they are supposed
to see

Risk of Late Filing

Feature Benefit

User prior report as a template for the next
period

C]
#
-
@\.
LY

No need to re-apply formatting

Automatically load new data

No need to re-key data

Start reviewing the final report sooner

Feature

Compliance Checklists

Benefit

To ensure that the right steps are being
followed

Workflow controls access throughout
the process

Users only see data when they are allowed
to seeiit

Access to information is controlled

Risk of Insider Leaks

Audit Trail

To track who did what, and when they did it

Increased confidence in the final report

Risk of Non-Compliance

4

"
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The solution: IBM Cognos FSR
 Asingle, secure platform to automate and enhance controls over all management,
statutory and regulatory reports
» Key features of IBM Cognos FSR
— Increase efficiency:
» Eliminate bottlenecks and automate time consuming processes
» Enhance collaboration - allow users to work on same report at the same
time
* Integrated ,Tag Once™ XBRL tagging capabilities
— Enhance security & accountability
 Embedded controls, compliance checklists, and audit trail reports
» Workflow & task management enhance visibility into the process
— Integration with source data
» Direct integration to data sources ensures report data matches source data
at all times g

 FSR*“s variables allow users to change once — update everywhere in the y "
iy

. <
report ‘v
-
-4
N
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IBM Cognos FSR — how it works

Consolidations

Report
Consumers
Contributors Document i
Managers Reviewears »
*-Direct access to source data *-Powerful, collaborative environment 9 | F
**Driven from a central, secure database **Workflow and task management 'ﬂ

N
3
*Embedded controls, security & validation -
*Multiple output formats ‘ o

N

*Leverage the tools in use: Word and Excel
*Changes dynamically updated in reports
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Sharing Information Across the Organization

-

*+ Press Releases
+  Annual Report
* Prospectus

Investor Relations

LA

External Reporting

» Statutory Reporting
+ SEC Filings (10-K, 10-Q, etc.)

“A Single Source”
Across the Enterprise

N

+ Board Books

+ Management &

Performance

Finance

Regulatory Reporting

+ Federal & State Reqgulatory Reports

Legal

+ Contracts & Exhibits
+ Proxy Statements

+ Corporate Actions
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IBM - Solution for Office of Finance

Forecasting

Scorecards Budgeting
Financial Consolidation
Allocations

Profitability Modeling _
Planning

Strategy Maps Dashboards

Enterprise

Statutory and ;
Risk Management

Regulatory Reporting
External Reporting  GAAP to IFRS

Tax Provisioning CSR
Reporting

Reconciliation




IBM Performance Event 2011
Smarter Decisions. Better Results.

| g ||
IRIH
ily
ln
...||
L
rﬂ'
£ 5




IBM Performance Event 2011
Smarter Decisions. Better Results.

| g ||
IRIH
ily
ln
...||
L
rﬂ'
£ 3

There are huge efficiencies and business process improvement
through integration

Finance Sales Marketing Operations

Business Unit Process Owners

CFO CIO

Shared

Risk and
omplianc
ramewor

F
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IBM Business Analytics & Optimization: Gain Insight, Optimize results

Business Analytics & Optimization Solutions

Industry Solutions
($5= (8w )& o [ e o
Cross-Industry Solutions

)
[ Finance ] [ Human Capital ] [ Supply Chain / Operations ] [ Customer

Business Predictive & Financial " Governance, Analytic
Intelligence Advanced Analytics & Strategy Management  Risk & Compliance Applications

Informatiu Management and Governance

Information Intearation & Master Data Management
g@amhﬂusing @
-
" OPENPAGES Gcrninvsisiens

an I1BM® Company an IBM® Company

OpenPages software helps businesses establish and
maintain a comprehensive compliance and risk

management process across a variety of risk domains
including operational risk, financial controls
management, IT risk, compliance and internal audits.
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