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Presenter
Presentation Notes
Hello everyone! My name is John Dill, CIO for the Bermuda Monetary Authority, co-chairman of the electronic Supervision Forum with Dr. Said Tabet. Said is unfortunately unable to join us today. Said and I and a core team from GRC-XML are working on a few innovative uses of XBRL technology. We wanted to share with you our current initiative and progress.

As XBRL continues its worldwide adoption, we look beyond financial reporting and towards the integration of key business processes to enable efficient governance, performance oriented risk management, and integrated compliance activities.

This talk will focus on GRC-XML as a framework, as a taxonomy for sharing governance, risk, and compliance information.


AGENDA

» Brief Overview of the Strategy
» Accomplishments to Date
» Scope

» Approach / Methods



Presenter
Presentation Notes
The agenda:

We will start with a brief overview and with a statement about some of the critical issues every organization is facing today, created by years of silos and complex inadequate processes.
We will talk about GRC in general and provide our view of how to go from the current state to future state. 

We will then introduce GRC-XML and the business case, scope and current work.

We will define and discuss how XBRL and XBRL GL technologies form the foundation behind GRC-XML

We will finally provide a more detailed overview of the GRC-XML taxonomy and information model.

Finally, we will summarizes this presentation with some take aways and an invitation to the audience to get involved.




BMA 2008

The 2008 - 2013 IT Strategy

Key Findings

« Paper Management versus Paper
Reduction

% Project Based Environment
without a Project Execution
Discipline

+ Information sensitive environment
without the structure to support it

Strategic AIM

«+ The restructuring or redirecting of
the Information Technology
delivery towards a customer
centric model.

¢+ The fostering of best practice
Information Technology
governance and management
approaches.

+ The delivery of a flexible,
“holistic” information
management tool set that
increases the overall efficiency
and effectiveness.

Primary Initiatives
+ Reinvent the Infrastructure
+«» Develop the team

< Project RAIN

Vision: The seamless and
efficient flow of information
amongst all stakeholders within
the regulatory supervisory
process.

R/
0’0

R
0’0

R
0'0

Containment

Positioning

R
0’0

R
0’0

Information reuse is maximized.
Stakeholders are focused on their core
competencies.

Information is used to create value for all
stakeholders

Advancement Vision:
L Information reuse is maximized.

Stakeholders are focused on their core
competencies.

Information is used to create value for all
stakeholders

Critical Success Factors

* Adeguate human resources
* Adequate finances
» Executive support through the change cycle

 Effective IT Delivery

€T0Z VINd



Project RAIN Scope

Basel Il

Pillar 1: Rillagle

— ; ——  Minimum Capital | AML/ATF
Capital Adequacy Requiremerrl)ts

Pillar 2: Pillar 2:
, , Corporate
—— Governance and Risk| Supervisory — o
Authorizations
Management Assessment Process
Pillar 3: Pillar 3: Collective

Disclosure Market Discipline Investment Schemes




Accomplishments

% BSCR Class 3A, Groups, Long Term, Dual License, CISSA l
% Investment Funds
% Enhanced Bermuda Regulatory Reporting Taxonomy (BRRT) Advancement
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Solvency Il Taxonomy
IFRS for Insurance Taxonomy

e

8

X3

%

BSCR Class 4+3B

Base Insurance Analytics Portal (Ratio Analysis)
ERICA Core Development

Base Bermuda Regulatory Reporting Taxonomy (BRRT)

e
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X3

%

e
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Positioning

X3

8

Infrastructure redevelopment

Corporate Authorizations (Business Registry)
Banking Sector Statutory Return (Basel Il)
Banking Digest (Analytics Portal)

Team development

IT Governance and Controls

3

S
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Project RAIN Current Status

2009 2010 2011 2012
* Project Start I | | |
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Project RAIN - in Banking

E-filing
Enhanced Analytics

BMA RAIN System 5 g e SR ey e

. [

Capital Adequacy - Credit, Market, Operational Risk
Liquidity Returns
FX Returns
Large Exposure Returns




Current Adoption Approach

1. BMA provided XBRL enabled excel, word, and PDF templates and Web Interface

'W= =
= ;@; | b.
2. Bolt-on via Outsourcing or internal Utility

HE = W= =

3. Bolt-on via Internal Process

B
E REPORT @gg §>>
S \WRITER

4. Embedded Processes
TR

&

RAIN

Portal

RAIN
Portal

RAIN
Portal

The BMA will provide submission options using the BMA RAIN
portal and via XBRL embedded word documents, excel workbooks,
and PDF templates

Printers and other third party service providers provide outsourced
solution for mapping the disclosure elements on the financial
statements and note disclosures (in block text) to the BMA
Taxonomy

XBRL can be adopted by companies at the “highest” reporting level
(i.e. consolidated) solely for purposes of complying with regulatory
requirements. However, potential XBRL process enhancement
benefits are not fully realized.

- Enables automation of currently manual assembly and review
processes

- Requires companies to assess information needs and provides
an opportunity to eliminate inefficiencies in current compliance
and reporting processes.

- Enables process enhancements that lead to more timely higher
quality data for decision making purposes

- Maximizes benefits of XBRL to preparers and internal users of
financial and non-financial information.



System Architecture for Banking
Data Collection & Analytics

» Capital Adequacy - Credit, Market, Operational Risk
» Liquidity Returns

» FX Return

S

» Large Exposure Returns

Financial Statem

ent

from their existing

—
documents by themselves _

Users can create XBRL

RAIN
Data
Warehouse
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Financial Statement
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in Statutory filing
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allows users to have latest
form without re-entering data



Banking Sector
Reporting Sub-system

Server

SSIS Batch Job
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SFR Reporting Sub-system

Al voiess

1. Statutory Financial Statements and
Risk report
STATUS: Uploaded

T
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2. Notes to Statutory Financial
Statements

Notes Tagging

STATUS: Uploaded

3. Attach Files (SFR Attachments)

4. Submit ' —
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ERICA Big Picture

Hitachi Data Hitachi

Converter ; Corporate
CU m ized Investments. Banking Insurance Service AML/ATF

Providers
Convert specific format \py, ervice
to proprietary XML.

Core LOB Regulatory and Supervisory Functional Layer

Forward the proprietary _
XML to XBRL Conversion Tan Boveoe 8 o 8 ] ror

i UserandFikr |
Notifications f§| APPlication |

Validate XBRL

f Common

FilingWeb | ! data. s o |
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Microsoft .Net Framework Web services
on Standards Based Software Layer

ASP.Net and lIS

Centralized MS SQL Database Layer
Analysis

: Transaction 3 External Data
Portal Archival Records et Analytical Records. T

enable Data source Manual Compliance

agcc;untlng system submission Submissions i :
Software r Electronic Regulatory Information

Compliance Application

submission

4. Instance 5. Web Forms / Web
Document Services

1. Template/Web- 2. XBRL-enable 3. Converter
based interactive form  “Aeccounting Software




Four Configurable Areas in ERICA

ERICA
Scheduled email notification |Notification
Workflow .
Submission wﬁ
----------------------------------- h-
Analyst
I
Review 2 [ m
ht "-‘"
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Dynamic Form Configuration

2%y Manage Submission Form Details

ga Account  Administration Reports  Search  Submissions

Fields
Main Submission Form
b _Add new items to the electronic form —;l
New Form ltem I e
Select the new item to add to the form:
Add to form | Cancel Annual Filing
Cornpliance
Contact
Entity Service Provider
1. Enter details for the main entity associated with this submission; Executive
. ] General Partner
Input Entity Details Interested Party
License E
) ) - . d W
2. Add Executive(s) associated with this submission: Offering —;l ®
Add Executive n Site
Chaener
Regulatory Action
Regulatory Issue =l
Senvice Provider ]
Copy a form from another submission type gﬂ::gh%fdﬁ:zl .
Subrnission Applicant # Edit 2 Delete
Select the submission form you wish to copy: Subrnitting Agent
« WFE>TRpLL S Restricted
o Min Value: 0
o Max Value:
s [T Field Matches Regular Expression
Address Details  EntityPrimaryAddressiD = Delete

Back




Dynamic Workflow Configuration

2% Annual Accounts Flowchart

@a Account  Administration Reports Search  Submissions Mine: 15 In Pragress: 15 Queued: 3 Completed Today: 0

h
2%y Manage Submission Workflow

@a Adrinistration  Reports  Search  Submissions Mine: 14 In Progress: 14 Queued: 10 Completed Today: O

e
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Caiaw] Send BMA Select the type of step: Assignrment =l |
Respansé Please Selact...
Assignment Configuration Check“t
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. - Direction
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> Review 2 . . . .
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Notes
Step Configuration Motification
Return to Workflow Ees_ponse
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Configurable Analysis Portal
Framework

Browse View
Design View

WebPartZone2 WebPartZone3

i FIXEd areé : i “ BSCR Summary Excel Anlysis Library
11111;12345;15760 # BSCR Summary
111171,12345,15760,
T B ks =T | e & Drag BSCR summary
Iy from Zone 2 to
] Zone3

Catalog

BN Web Parts (2)

“ Excel Ashis Library
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Risk-based
supervision

*Where exactly is the
problem?

* How many, how
often, where?

= What will happen next?

= What if these trends
continue?

LEVEL 3
= Why is this happening? Rank Companies By
= What actions are Vulnerability
needed?
LEVEL 2 » Market monitoring

Group Companies According

* Extreme value modeling

* Scenario analysis & stress
testing

* Query Drill Down
* Ad Hoc Reports

Increasing Business Value

« Standard Reports

* Access data in primary
systems/spreadsheets

* Credit ratings
* Root Cause Analysis

Risk-Based Analysis

* What happened? To Risk Profile
(
LEVEL 1 » Statistical Analysis
Rank Companies By Loss | ° Risk sensitivity & flagging
Severity *  Alerts’lEWS

* Market cycles
* Predictive modeling

- Dispatch aggregated risk
profile reports by exposure
on demand

e Micro risk assessment
e Sector risk profile

 Systemic risk linkages
» Access external data bases

» Macro risk assessment

Risk Drivers

17



VI. Composite Indicator Dashboards

Main Risk Profile Iliquidity Volatility
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VI. Composite Indicator Dashboards

Main Procyclicality ‘Risk Profile [ hiquidity Volatility Homogeneity Contagion

US Treasury Bonds Rates Terms Benchmark Lending Rates Yield Curves
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VI. Composite Indicator Dashboards .
Procyclicality Risk Profile Volatility Homogeneity Contagion BMA
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VI. Composite Indicator Dashboards

Procyclicality Risk Profile INiguidity
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VI. Composite Indicator Dashboards

BMA

Main Procyclicality Risk Profile INigquidity Volatility T
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VI. Composite Indicator Dashboards

BMA

BERMILICA MOMETARY AUTHORITY

Main Procyclicality Risk Profile Iiquidity Volatility Homogeneity
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Procyclicality Risk Profile Iiquidity Volatility Homogeneity Contagion hl o

Welcome to the BMA Risk Detection Portal!’

Risk Drivers Heat Map
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V. Connecting The Dots (Scenarios)

1. Procyclicality

2. Risk Profile
Mismatch/Misprici
ng

3. llliquidity

4. Volatility

5. Homogeneity

6. Contagion/
Spillovers/Linkages

» Under pricing (premiums)
« Aggressive underwriting
strategy

(Risk appetite)
e Timely market
information (EWS)

« Underwriting profitability

« Ineffective price
discrimination (poor market
segmentation)

« Lumpy risk profile

e Poor underwriting strategy

e Underwriting losses
(premiums set too low)
erode solvency margin

* Interest rate fluctuation

» Poor underwriting
judgment
«Credit quality of guarantees

» Management fail to make
the appropriate risk
aggregations

« Financial result volatility

C———

« Higher risk investment
strategies

» Poor risk appetite decisions
» Fall in asset values

« Rates of return

« Asset/liability exposure
»>Investments underperform
> Failure to correlate risk
profile of asset and liabilities
(asset value falls, liabilities
increase)

> ALM mismatch exposes firm
to market swings

e llliquid investments
» Fixed investment value

» Undervalued
investments/Losses

» Herd behavior
» Concentrations (LOB, risk
classes, geo, asset classes)
« Diversification

« Falling asset prices

« Common mode
failure/catastrophe worse case
loss (worst event in recent
memory)

e Under reserving

» Adverse claims experience

e Inaccurate loss evaluation

e Outstanding claims ratio s not
inline with peers.

« Insufficient or illiquid technical
provisions

» Undervalued technical provisions
* Double gearing

« Funding source diversity=

» Unexpected gross underwriting
loss
« Contingent off-balance sheet items

25



Discussion
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