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AGENDA

About Approva
The First Decade (1990-1999): The “Sampling” Exercise
The Next Decade(1999-2009): The “Exception” Exercise

The Enlightened Decade (2009-2019): The “Everything” Exercise
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Approva Overview

Approva provides...
expertise in intelligently identifying and responding to
business exceptions that impact performance.

So that... Comliae
organizations can automatically identify, manage and
prevent exceptions that result in... /

... fraud

.. risk Improve

Operations

.. inappropriate payments
.. excessive compliance costs

.. inefficient business processes.
Reduce
Risk &

We do this by providing... Fraud
a software system that continuously delivers accurate,
actionable and auditable intelligence of control
breakdowns across financial systems, processes and
transactions.
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Auditors Have Always Been Core to Approva’s Strategy

approva.

Our Strategy

Automate the way organizations monitor and respond to

business exceptions.

_________ Q

[Continuous Auditing l [Contlnuous Monitoring I

By serving these two distinct yet highly complementary markets we
are able to maximize value for both audit- and non-audit customers.

© 2009 Approva Corporation. All rights reserved. 6
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My View of Vendors in the Continuous Auditing/CCM:

THE LEsS YOU StanD Ourt, THE LONGER YOU'lL LAST,

© 2009 Approva Corporation. All rights reserved.
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Organizations Currently Use a Patchwork of Approaches to
Assess the Effectiveness of Processes & Controls

Multiple Stakeholders

Outsourcin - Risk Human External
Partnersg Finance/CFO CIONT  management Resources  Audit

384 A83 3448 234 38 3438

Financial Purchasing SAP - Oracle - PeopleSoft - CGI CRM
Systems Systems ERP Applications Systems Systems
Multiple Applications
‘ Improve Operations 0 Reduce Risk & Fraud OAutomate Compliance
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JusT BECAUSE YOU'VE ALWAYS DONE It THAT WAy
DOESN'T MEAN 11'S NOT INCREDIBLY STUPID.

© 2009 Approva Corporation. All rights reserved.
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Several Factors Are Putting CCM/CA Front and Center
on the Agenda for Finance, Audit & IT

EXTERNAL DRIVERS

Increased Pace of Increased Market & Increased Scrutiny
Regulations Operational Risk by Auditors
A 4 A 4 N/

COMMON PROJECTS THAT INITIATE CCM DEPLOYMENTS

Internal Audit IT Security

Finance Transformation Continuous Auditing Access Certification
Business Process Optimization Fraud Prevention Audit Findings
Financial Reporting Accuracy Regulatory Compliance Compliant Provisioning
Cost Reduction ERP Go-Live or Upgrade
Focus on Performance Focus on Cost Few Resources Driving
Measurement & Improvement Reduction Need to Automate

INTERNAL DRIVERS
—————————————————————————————————————
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The Controls Challenge: The Complexity of Multiplicity

Multiple Stakeholders

Risk Human External
Management Resources Audit

Outsourcin

Pannoea'J  Finance/CFO  CIONT

3848 433 4448 434 233 3438

— — = = — —
= = et mt et
Financial Purchasing SAP - Oracle - PeopleSoft - CGI CRM HR
Systems Systems ERP Applications Systems Systems
Multiple Applications
‘ Improve Operations 0 Reduce Risk & Fraud OAutomate Compliance

—
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We believe CAM/Continuous Controls Monitoring Drives
Unique and Immediate Value...

Corporate, Departmental & Regional Business Objectives

J i J X J ;
dovernance & Business Quality & Risk
Compliance Performance Efficiency Management
e —————— e ——— S ——— S ——— Vo \
i Corporate Policies, Procedures & Regulations 3
1 \
| y
i = - A - < Develop \\\
! Monitor L L4 e Test Plan u
1 K " \
I Investigate ; 3 < e I g ., \ . Test b
. e U e e S 333 ‘
. S ('.‘ “ // -"___-:’, . N - . \‘ \‘ \
: 233 e At T st TR
: Business & kN .= 3 \ Internal Audit p
i :'Tsﬂ‘:;ss o L/ * o« | .\ Mar%agéﬂ(ient ,”
i Take Action Operational Risks IT Security Audit & Compliance Analyze /
i
1

Track Results ¢ i i Report /

Continuous Controls Monitoring System

e -

Financial Purchasing SAP -+ Oracle - PeopleSoft - CGI CRM HR

Systems Systems ERP Applications Systems Systems

Multiple Applications
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Finance Organizations Are Transforming Themselves
From “Managing the #s” to “Managing the Business”

Evolution of Finance

Organization Cost Structure
% Workload Distribution Based on

100.0% Key Priorities:

75.0% Reducing cost of routine
finance functions
50.0% dentifving & . ok
Control & entifying & managing ris
Risk Activities

25.0% Improving analysis &

Decision Support & performance management
Performance Management
0.0%
1999 2003 2005  Today In3

Years
Source: IBM Global Business Services, The Global CFO Study, 2008.

13

—
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“World Class” Finance Organizations Operate With
51% Lower Cost of Finance

“World-class companies have

Finance Cost as a Percent of Revenue, 2007 a 93% lower exception rate
Median vs. World Class Organizations L N . .
within their financial reporting
1.24% processes.”

$6.3 Million in : Mgm
Savings per $1 0)
Billion in Revenue 51 A
) /

Risk &
Controls
10%

Transaction
Processing 70%

) “World class companies
Median World Class operate in a more effective
internal control environment

with control costs 45% less.”
14 Source: Hackett Group 2007 Finance Benchmarking Study
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The Controls Challenge Poses Real Business Problems

Multiple Stakeholders

Outsourcin . Risk Human External
Partnersg Finance/CFO  CIONT  management Resources  Audit

388 a8a 4484 344 2434 3448

Unapproved
Purchases

Unauthorized
System Access

Inappropriate
Accruals

Duplicate THE RESULT: Excess Credit

Payments _ _ Extended
Business Exceptions Go Undetected

- . or Are ldentified After the Fact, Once _

xcessive R Accounting

s They Have Already Impacted Performance S

Fraudulent Regulatory Discounts Not
Shipments Violation Taken
-} T
Financial Purchasing SAP » Oracle - PeopleSoft - CGl CRM HR
Systems Systems ERP Applications Systems Systems

Multiple Applications

‘Corporate Policies o Regulatory Requirements QBest Practices

—
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. .

JUuST BECAUSE YOU'RE NECESSARY DOESN'T MEAN YOU'RE |IMPORTANT.

© 2009 Approva Corporation. All rights reserved.



approva

Gartner GRC Hype Cycle: July 2009

visibility Contert Monitoring and Filteinng
| dentity Auditing cl; and D;t:'t "SSS F':’j?.”“ﬁ o
Forensic Toaols 1 ahase Activity Manitaring

Stronger Authentication

) Rale Ufe Cycle Management
[ EHES Compliance Systems

E-Discovery Saoftware
Crisigfl ncident
Management

Enterpnse GRC Platforms

Authnrlzatn:ln M anagement
ITGRCM .
Contrals Autamation
and M onitoring

H‘esnurce ACCESS
Administration _\}

0 Configuration Auditing

[nterdiction List Compliance Toals
Arntitoney-Laundering %

Fmanclal Governance '
Digital Signature User Interfaces for Disabled Peaple
l::!!_lalitg.r O ERF 50D Hecurds Management
Spreadshest Cantrol @ CDTT'IFI“EIFIEE CDT‘I’[I’D|51> Llser Provisioning
Hmwdrfnur Custormer @ Credit and Market Risk Calculation Engines
. . Zase Managerment
E-Mallﬂ«rchwlng
Operational Risk Engines SIEM
T Change Cualitative Risk Selt-Assessment Tools
Managernent T,:,,:%S Business Continuity Management Flanning Tools
Risk Azsezsment for BCM
Database Encryption As of July 2008
Peak of
Technology | Trough of . Plateau of
. nflated .ot Slope of Enlightenment s
Trigger Expectations Disillusionment Productivity
time >
Years to mainstream adoption: ahsolete

Clessthan 2years O 2to9years @ 5to 10 years

A ormorethan 10 yvears

& before plateau
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The Complete GRC Stack

Business layer GRC support layer Risk/compliance layer Governance layer

IT infrastructure layer

Corporate social —--

responsibility A
mgmt.

Enterprise GRC Platform

Risk and compliance dashboard and analytics

Risk and Issue and

Policy and
procedure
mgmt.

action
mgmt.

control
mgmt.

Manual risk and control assessment

A

Corporate reporting -

Board/entity
mgmt.

IT GRC Platform

IT risk and compliance
dashboard

Control

GRC Whistle- ~ Credit/ ~Regulatory/ definition
functional Training _ blower market risk ~and
support hotline risk mgmt.  content integration
= = . = Manual/automated
GRC  Legal/ . : risk and control
informational  case nﬁsiﬁi nEmr';rt %”at!r;? assessment
support mgmt. gmt. gmt. gmt.
; oo Business
Business con:;c;!(i:onltorlng and control
9 enforcement
L3 1T 1T () |: |: |:‘ ------ 1
: 1 N 1 | Supply || Manuf. || :
: ERP ¥ HR ::Flnance:; Sales i “chain !l ops ! LOB :
B I I R R R ‘YY
IT control monitoring and testing er:-il’-c::rggtmr:Lt
' Comm. | 1 !
' Networks !+ Web !+ (email, !+ Servers !: Storage !
| X M) X :

Source: Forrester research, “February 2009 “The GRC Technology Puzzle: Getting All The Pieces To Fit,” by Chris McClean, Feb 3, 2009
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Our Point of View on the Market:

“GRC” is a concept, not a distinct solution or market; the term has confused buyers and vendors.

|/|

Companies are transforming their compliance and risk management initiatives into business process improvement efforts aimed
at reducing costs and improving productivity.

)

Large transformation projects that most finance organizations have undertaken are playing a critical role in defining, measuring
and driving next-gen “GRC” initiatives.

Macroeconomic conditions will accelerate the need for CCM/CA solutions as increased regulation, tighter budgets, and reduced
staffing drive an urgent focus on efficiency.

)

The BIG ERP vendors are taking you for a long wrong destination ride — that will be expensive and futile...

© 2009 Approva Corporation. All rights reserved.
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So, Solve Real Business problems — ask the right questions

Are we making unnec- Have any POs Are people making Are purchasing
essary or unapproved been changed unauthorized or incorrect cardholders violating
discounts? after approval? manual entries to the GL? company policy?
\ —

Are we making
duplicate payments?

tipl Am | losing money

-~ because of fraud? f Is anyone
Aggsn;é/ opr?z szhsgtrég Outsourcin,  £jnance CIONT yanngement . irees | Manually cIe_arin%
2333 a3 233 333 . blocked invoices”

vendor master data?

/ \

Transactions
“Did anyone

Are we at risk of an
audit finding for user

?
access: Master Data

“Is the underlying data accurate?”

Access to Applications
“Can anyone ?7

Configuration of IT Systems & Processes
Can users access ‘Do our systems allow anyone to 2?7

Are we misclassifying
assets as expenses?

sensitive information?
- “n? mE mr
Are system
Config uration Changes Financial Purchasing SAP+ Oracle « PeopleSoft » CGI CRM HR
Systems Systems ERP Applications Systems Systems

exposing me to risk?

Multiple Applications

—
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lt Couw Be THAT THE PURPOSE OF YOUR lnre Is
ONLY 1O SERVE AS A WARNING TO OTHERS.
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Presenting Impact of Exceptions in XBRL Taxonomy

Unusual Manual Journal Entries
# of unusual Total amount
manual Total manual ($K) of unusual Percent of
Account journal journal manual account Risk
Income Statement balance ($K) entries entries journal entries balance at risk Status
Met Sales 3 10,050 14 14 5 156 2%
COGS g 6,533 2 5 8 12 0%
Gross Profit 3 3,518
Depreciation 5 704 73 146 5 97 14%
5,G,&A g 1,608 ) 166 & 15 1%
Operating Income 5 1,206
Interest Expense (Income) 5 (100} - 05 - 0%
Earnings before Taxes S 1,306
Taxes S 457 - 28 | & - 0%
Met Income S 849
Balance Sheet UK
Cash & Marketable Securities  $ 2,500 1 3 05 3 0%
Accounts Receivable 3 603 28 244 5 11 2%
Inventory 3 544 12 18 5 2 0%
Total Current Assets 3 3,747
PP&E g 2,010 73 201 % 221 11%
Other Assets 3 20 - 2 5 - 0%
Total Assets 3 5,777
Accounts Payable 3 261 - 12 5 - 0%
Prepaid Expenses 5 101 13 13 5 4 4%
Total Current Liabilities 3 362
Long Term Debt 3 - - - 3 -
Other Liabilities 3 - - - 3 - 0%
Total Liabilities 3 362
Shareholders Equity 3 5,416 - - 3 - 0%
Total Liabilities & SE 5 5,777
4

© 2009 Approva Corporation. All rights reserved. 22
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High-Level Approach to XBRL

Present impact of Enable drill-down to Standardize the way
exceptions standard XBRL- exception-level detail based controls are defined
based financial statement on XBRL-GL taxonomy based on Controls XML

Control

esfesyes]as

! 1 Test |

ET PN

’
s

”
.~ iData i 7

SSE@

manc_lal Global Ledger
Reporting (XBRL-GL)
Taxonom

XBRL

/
Controls XML
(GRC-XML)
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Enabling Drill-Down to Exceptions Based on XBRL-GL

Unusual Manual Journal Entries
# of unusual Total amount
manual Total manual ($K) of unusual Percent of
Account journal journal manual account Risk
Income Statement balance ($K) entries entries journal entries balance at risk Status
Net Sales $ 10,050 G' . e 156 2%
COGS S 6,533 5 5 12 0%
Gross Profit g 3,518 —
Depreciation 8 704 73 Unusual manual journal entries that affect net sales (Drill down view)
Details
5,G,&A $ 1,608 38 Journal Total amount Amount Amount Amount
Operating Income 5 1,206 Entry ID# Date posted Posted by of entry Rule violated Account#1  (DR/CR) Account#2  (DR/CR) Account#3  (DR/CR)
Interest Expense (Income 100 -
) P { } $ { } Unusual manual journal
Earnings before Taxes 5 1,306 12345 3/13/2003 Moran 3 21 entries to sensitive sccounts 3400 $ 21 6301 % (21)
Taxes ] 457 - Unusual manual journal
MNet Income S 849 2 12456 3/13/2009 McDonnell S 13 entries to s=nsitive accounts 3400 $ 13 6302 $ (7) 6301 -6
Unusual manual journal
3 12567  3/14/2009 McAuliffe S 5 entries to sensitive accounts 3401 $ 5 6303 $ (5)
Balance Sheet UK Unusus| manus| journal
1 4 12678  3/14/2009 Deeds 3 10 entries to sensitive accounts 3402 § 10 6304 § (10)
Cash & Marketable Securities & 2,500 1 Unusual manual journal
- 5 12452 3/30/2009 Moran 3 10 entries to sensitive accounts 3410 § 10 6304 § (10)
Accounts Receivable 5 603 28
Unusuzl manual journal
Inventory $ 644 12 6 12314 3/30/2009 McDonnell $ 10 entries to sensitive accounts 3402 § 10 6304 § 7 6301 3
Total Current Assets 3 3,747
Unusuzl manusl journal
PP&E S 2,010 73 7 13121 3/30/2009 McAuliffe  $ 9 entries to sensitive accounts 302 § 9 6304 $ (1) 6302 R |
Other Assets 5 20 1 Unusuzl manusl journal
Total Assets S 5,777 8 18767  3/30/2009 Deeds 5 8 | entries to sensitive accounts 3402 5 8 6304 § (8)
Accounts Payable 5 261 . Unusual manual journal
Prepaid Expenses g 101 9 19876  3/30/2009 Moran 3 7 entries to sensitive accounts 3402 § 7 6304 § (6) 6301 -1
Total Current Liabilities 3 362 Unusual manuzl journal
Long Term Debt g ) B 10 15178 3/30/2009 McDonnell & 6 entries to sensitive accounts 3402 § 6 6304 § (6} 6301 -5
Other Liabilities 5 - - Unusuzl manuzl journal
o 11 12876 3/30/2009 McAuliffe & 5 entries to sensitive accounts 3402 § 5 6304 $ (5)
Total Liabilities 3 362
. _ Unusuzl manual journal
Shareholders Equity s 5,416 12 19187  4/2/2009 Deeds 3 41 entries to sensitiva accounts 3434 § a1 6305 § (41)
Total Liabilities & SE S 5,777
Unusuzl manuzl journzl
13 16154 4/2/2009 Deeds 3 5 entries to sensitive sccounts 3402 5 6302 § (5)
Unusual manual journal
14 12741 4/2/2009 Deeds 3 6 entries to sensitive accounts 3402 6 6301 § 6 6343 5]
5 156
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It may not be CA/CCM, but...noodle for next decade

EverReadY * Anytime, Anyplace,
Instant Audit ~ Amwhere

Have It YOUF * Personalized Audit — just
way Audit like BurgerKing!

MUlti- * Environmental (CO2, SO2)
* Financial

Dimensional - operational
AUdlt » Systems/IT

Human Capital
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How CAN THE FuTUuRe BE SO HARD TO PREDICT
WHEN ALl OF MY WorsT Fears Keer COMING TRUE?
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