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Summary

=  Summary of the Dodd-Frank Act
= Business and IT Implications of the Act

= Current trends resulting from Dodd-Frank
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Summary of the Dodd-Frank Act
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“To promote the financial stability of the United States by
improving accountability and transparency in the financial
system, to end ‘too big to fail,” to protect the American
taxpayer by ending bailouts, to protect consumers from
abusive financial services practices...”

g — -




'-, FRAZIER & DEETER, LLC
CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

The Dodd-Frank Wall Street Reform and Consumer Protection Act

= Signed into law on July 21, 2010

= (Considered one of the most significant legislative changes to the
financial sector

= [nitially outlined on a 18 month timeline to give the regulatory
bodies time to draft and implement appropriate regulations

= Divided into 16 main title sections, hundreds of subtitles, and

thousands of sub sections
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The Dodd-Frank Wall Street Reform and Consumer Protection Act

= Title I - Financial Stability

= Title Il - Orderly Liquidation Authority

= Title III - Transfer of Powers to the Comptroller of the Currency, the Corporation, and
the Board of Governors

= Title IV - Regulation of Advisers to Hedge Funds and Others

= Title V - Insurance

= Title VI - Improvements to Regulation of Bank and Savings Association Holding
Companies and Depository Institutions

= Title VII - Wall Street Transparency and Accountability

= Title VIII - Payment, Clearing, and Settlement Supervision

= Title IX - Investor Protections and Improvements to the Regulation of Securities

= Title X - Bureau Of Consumer Financial Protection

= Title XI - Federal Reserve System Provisions

= Title XII - Improving Access to Mainstream Financial Institutions

= Title XIII - Pay it Back Act

= Title XIV - Mortgage Reform and Anti- Predatory Lending Act

= Title XV - Miscellaneous Provisions

= Title XVI - Section 1256 Contracts
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Effects of the Dodd-Frank Act

= Numerous agencies created by the Act

Financial Stability Oversight Council

Office of Financial Research

Investor Advisory Committee

Bureau of Consumer Financial Protection
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Effects of the Dodd-Frank Act

= (Changes, transfers and /or elimination of existing agencies’ powers

Securities and Exchange Commission

Federal Deposit Insurance Corporation

Securities Investor Protection Corporation

Office of Thrift Supervision (eliminated)
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Effects of the Dodd-Frank Act

= Explicitly lists around 250 required regulations to be written and
enforced by various entities, including those that were newly created by
the act

= An estimated 95 those regulations are attributed to the SEC, comprising
around 38% of the total 250 listed

= The brunt of the act’s influence is felt by larger , more complex financial
institutions but smaller institutions are also affected by the more
stringent regulatory requirements

= Amendments to SOX results in wide-reaching influence, encompassing
all public companies at a minimum
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SEC Timeline

Dates ‘ Issues

August - December 2011 (planned) Oversight of Investment Adviser & Broker-
Dealers, Asset-Backed Securities, Derivatives,

Clearing & Settlement, Credit Ratings, Market
Oversight, Corporate Governance & Disclosure,
Municipal Securities

January - June 2012 (planned) International

July - December 2012 (planned) Markey Oversight, Oversight of Investment
Advisers & Broker-Dealers, Credit Ratings,

Corporate Governance & Disclosure

Dates still to be determined Various issues included in Titles I, I, IlI, 1V, IX, and
X
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__ BusinessandIT |
Implications of the Act |
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Title I - Financial Stability

e Creation of the Financial Stability Oversight Council, Office of Financial
Research

s Business Implication

* New extensive reporting requirements, resource reallocation and possible
additional costs needed to comply with new reporting regulations

smd IT Implication

* Need for more sophisticated system and data requirements designed to
ensure proper reporting
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Title I - Financial Stability

e Fed given Authority over systemically significant nonbank financial
companies

s Business Implication

e Required registration with the Fed, extensive data reporting, creation of risk
committee, more stringent merger and acquisition rules

saed IT Implication

* More sophisticated system and data requirements now mandatory for
previously excluded entities
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Title I - Financial Stability

e Requirement to periodically submit plan for rapid and orderly shutdown in
the event of failure of the company

s Business Implication

* Higher capital requirements without improved plan, reallocation of
resources and increased costs to develop acceptable plan

smd IT Implication

* More sophisticated system and data requirements for development of plan
and possible execution
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Title II - Orderly Liquidation Authority

e OLA and FDIC work together to quickly and effectively liquidate covered
entities if failure is deemed to have adverse affects on financial stability

s Business Implication

e Must provide adequate information for committee to classify entity and
identify responsible parties in the failure

IT Implication

e Possible reorganization for improving risk management and to accommodate
simpler wind-down procedures
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Title IV - Regulation of Advisers to Hedge Funds and Others

* Nonexempt private fund advisers required to register with the SEC, advisers
must also maintain extensive reports related to the systemic risk for each
fund they manage

sl Business Implication

e Previously exempt companies must register and keep extensive records

IT Implication

e Increased resources, including staff and system capabilities needed to
complete extensive reports




Title VI - Improvements to Regulation of Bank and Savings
Association Holding Companies and Depository Institutions

e Limits many holding companies allowable business activities, imposes capital
requirements and risk management standards

= Business Implication

e Change, retirement or spin-off of trading operations resulting in decreased
or removed need for current key employees

IT Implication

e Changes to system and data needs, loss of key individuals who may have
proprietary knowledge, access needs to be eliminated
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Title VII - Wall Street Transparency and Accountability

e Enhanced lending limits to include credit exposure, agencies given broad authority
to collect and monitor swap and participant information, swaps must be
submitted for central counterparty clearing

Business Implication

e Greater need for transparency in swaps, more requests for data, increased
transaction costs

med  IT Implication

e System enhancements required to handle increased data requests and internal
reporting requirements




Title VII - Wall Street Transparency and Accountability

e Extensive daily trading records of swaps required

= Business Implication

e Reporting requirements formalized

e IT Implication

e Enhanced system requirements to compile and manage large
volume of daily trading reports




Title VIII - Payment, Clearing, and Settlement Supervision

e Systemically important entities and financial market utilities (FMUs)
subject to extensive supervision by the Fed, FMUs must undergo annual
examination

meml Business Implication

e Enhanced reporting requirements

= IT Implication

e Need for enhanced data capturing and monitoring capabilities
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Title IX - Investor Protections and Improvements to the Regulation
of Securities

* NRSROs now regulated, PCAOB given authority to examine auditors of brokers and
dealers, auditors must obtain workpapers from overseas, SEC given authority to
require documentation and disclosure before point-of-sale, enhanced ABS
disclosure

mmmal Business Implication

* Additional reporting and disclosure requirements, revamped governance
structure, enhanced auditing process to insure compliance

mmmed IT Implication

* Enhanced system and data requirements for reporting, expanded audit scope




Title XVI - Section 1256 Contracts

e Clarifies that swaps will retain their current tax properties and will not
be subject to Section 1256

Business Implication

e Removes need to test for Section 1256 qualification

IT Implication

e Enhanced system and data requirements to ensure proper classification
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Current Trends Resulting
from Dodd-Frank
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Affected Company’s Reactions to Dodd-Frank

= Evaluating or executing needed changes in existing structure,
considering or executing the spinoff or sale of affected segments

= Evaluating or implementing needed processes for enhanced
reporting and the flexibility to adapt to the constantly changing
reporting environment

= Evaluating or addressing the need for committees or boards to
manage the changes in governance requirements
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IT Affects as the Result of Dodd-Frank

= Companies will rely on technology and its providers to keep them
abreast of the constant changes in the reporting and governance
environments resulting from the act.

= Companies will also be looking to technology to address the issue
of their ability to adapt to the constantly changing reporting and
governance environment resulting from the ongoing
implementation of the act.
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Contact Information:

= Chris Kyriakakis CPA, CIA, CISA = Chris Kirk, CISA
Partner Senior Manager
Frazier & Deeter LLC Frazier & Deeter LLC
600 Peachtree St, Suite 2700 600 Peachtree St, Suite 2700
Atlanta, GA 30308 Atlanta, GA 30308
Phone: 404.253.7486 Phone: 404.573-0494

Email: chris.kyriakakis@frazierdeeter.com Email: chris.kirk@frazierdeeter.com
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Summary of the Dodd-Frank Act





“To promote the financial stability of the United States by improving accountability and transparency in the financial system, to end ‘too big to fail,’ to protect the American taxpayer by ending bailouts, to protect consumers from abusive financial services practices…”
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Stated purpose of the Dodd-Frank act on the actual bill that was signed into law
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The Dodd-Frank Wall Street Reform and Consumer Protection Act

Signed into law on July 21, 2010

Considered one of the most significant legislative changes to the financial sector 

Initially outlined on a 18 month timeline to give the regulatory bodies time to draft and implement appropriate regulations

Divided into 16 main title sections,  hundreds of subtitles, and thousands of sub sections

5





The Dodd-Frank Wall Street Reform and Consumer Protection Act

Title I – Financial Stability

Title II – Orderly Liquidation Authority

Title III – Transfer of Powers to the Comptroller of the Currency, the Corporation, and the Board of Governors

Title IV – Regulation of Advisers to Hedge Funds and Others

Title V – Insurance

Title VI – Improvements to Regulation of Bank and Savings Association Holding Companies and Depository Institutions

Title VII – Wall Street Transparency and Accountability

Title VIII – Payment, Clearing, and Settlement Supervision

Title IX – Investor Protections and Improvements to the Regulation of Securities

Title X – Bureau Of Consumer Financial Protection

Title XI – Federal Reserve System Provisions

Title XII – Improving Access to Mainstream Financial Institutions

Title XIII – Pay it Back Act

Title XIV – Mortgage Reform and Anti- Predatory Lending Act

Title XV – Miscellaneous Provisions

Title XVI – Section 1256 Contracts
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Numerous agencies created by the Act 

Financial Stability Oversight Council

Office of Financial Research

Investor Advisory Committee

Bureau of Consumer Financial Protection
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Effects of the Dodd-Frank Act





FSOC – 15 members, treasury secretary serves as chairman, quarterly meetings, purpose: identify emerging risks both inside and outside of the financial sector that could threaten market stability and respond to ensure market discipline



OFR – mainly independent, self-funded information gathering arm of FSOC; sets standardization requirements for required reported information; has subpoena power



IAC – consists of representatives from the retail investor market and state securities regulators,  purpose: to provide guidance to the SEC on matters concerning retail investors



BCFP – executive agency; will assume most of the current consumer protection activities under current CP law; purpose: rulemaking, supervising and enforcement of those rules for banking organizations
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Effects of the Dodd-Frank Act

Changes, transfers and /or elimination of existing agencies’ powers

Securities and Exchange Commission

Federal Deposit  Insurance Corporation

Securities Investor Protection Corporation

Office of Thrift Supervision (eliminated)
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SEC – establish an office of credit ratings, expand reporting requirements on executive compensation, implement voting requirements on various matters including executive compensation



FDIC – changed limits and other details of the insurance of accounts by the SEC



SIPC – raised the cash reserve requirements and maximum cash advance amount
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Effects of the Dodd-Frank Act

Explicitly lists around 250 required regulations to be written and enforced by various entities, including those that were newly created by the act

An estimated 95 those regulations are attributed to the SEC , comprising  around 38% of the total 250 listed

The brunt of the act’s influence is felt by larger , more complex financial institutions but smaller institutions are also affected by the more stringent  regulatory requirements

Amendments to SOX results in wide-reaching influence, encompassing all public companies at a minimum
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-likely to be an underestimation since these are only the ones that are explicitly listed in the bill
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SEC Timeline

10

		Dates		Issues

		August - December 2011 (planned)		Oversight of Investment Adviser & Broker-Dealers, Asset-Backed Securities, Derivatives, Clearing & Settlement, Credit Ratings, Market Oversight, Corporate Governance & Disclosure, Municipal Securities

		January - June 2012 (planned)		International

		July - December 2012 (planned)		Markey Oversight, Oversight of Investment Advisers & Broker-Dealers, Credit Ratings, Corporate Governance & Disclosure

		Dates still to be determined		Various issues included in Titles I, II, III, IV, IX, and X







Reference- http://www.sec.gov/spotlight/dodd-frank/dfactivity-upcoming.shtml#infonotes
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Business and IT Implications of the Act





Title I – Financial Stability
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Attribute 1





Business Implication





IT Implication





Creation of the Financial Stability Oversight Council, Office of Financial Research





New extensive reporting requirements, resource reallocation and possible additional costs needed to comply with new reporting regulations





Need for more sophisticated system and data requirements designed to ensure proper reporting

























Title I – Financial Stability
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Attribute 2





Business Implication





IT Implication





Fed given Authority over systemically significant nonbank financial companies





More sophisticated system and data requirements now mandatory for previously excluded entities 





Required registration with the Fed, extensive data reporting, creation of risk committee, more stringent merger and acquisition rules 

























Title I – Financial Stability
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Attribute 3





Business Implication





IT Implication





Requirement to periodically submit plan for rapid and orderly shutdown in the event of failure of the company





More sophisticated system and data requirements for development of plan and possible execution





Higher capital requirements without improved plan, reallocation of resources and increased costs to develop acceptable plan

























Title II – Orderly Liquidation Authority
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Attribute





Business Implication





IT Implication





OLA and FDIC work together to quickly and effectively liquidate covered entities if failure is deemed to have adverse affects on financial stability





Possible reorganization for improving risk management and to accommodate simpler wind-down procedures





Must provide adequate information for committee to classify entity and identify responsible parties in the failure 

























Title IV – Regulation of Advisers to Hedge Funds and Others
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Reports must include: AUM and use of leverage, including off-balance sheet leverage

Counterparty credit risk exposure

Trading and investment positions

Valuation policies and practices

Types of assets held

Side arrangements or side letters

Trading practices

Such other information as the SEC, in consultation with the FSOC, determines is necessary and appropriate in the public interest and for the protection of investors or for the assessment of systemic risk (the legislation explicitly permits the SEC to establish different reporting requirements for different classes of fund advisers, based on the type or size of private fund being advised)
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Attribute





Business Implication





IT Implication





Nonexempt private fund advisers required to register with the SEC, advisers must also maintain extensive reports related to the systemic risk for each fund they manage





Previously exempt companies must register and keep extensive records





Increased resources, including staff and system capabilities needed to complete extensive reports

























Title VI – Improvements to Regulation of Bank and Savings Association Holding Companies and Depository Institutions
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Attribute





IT Implication





Limits many holding companies allowable business activities, imposes capital requirements and risk management standards





Change, retirement or spin-off of trading operations resulting in decreased or removed need for current key employees





Changes to system and data needs, loss of key individuals who may have proprietary knowledge, access needs to be eliminated 





Business Implication

























Title VII – Wall Street Transparency and Accountability 
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Attribute





IT Implication





Enhanced lending limits to include credit exposure, agencies given broad authority to collect and monitor swap and participant information, swaps must be submitted for central counterparty clearing





Greater need for transparency in swaps, more requests for data, increased transaction costs





System enhancements required to handle increased data requests and internal reporting requirements





Business Implication

























Title VII – Wall Street Transparency and Accountability 
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Trading records to include: Daily trading records for each customer and counterparty 

Related cash and forward transactions 

Telephone recordings 

Instant messages 

All electronic mail pertaining to any swaps transaction

Complete and accurate audit records that provide a reconstruction of every trade

Make available swap transaction and pricing data available to public
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Attribute





IT Implication





Extensive daily trading records of swaps required





Reporting requirements formalized





Enhanced system requirements to compile and manage large volume of daily trading reports





Business Implication

























Title VIII – Payment, Clearing, and Settlement Supervision
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Attribute





IT Implication





Systemically important entities and financial market utilities (FMUs) subject to extensive supervision by the Fed, FMUs must undergo annual examination





Enhanced reporting requirements





Need for enhanced data capturing and monitoring capabilities





Business Implication

























Title IX – Investor Protections and Improvements to the Regulation of Securities
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NRSRO - Nationally recognized statistical ratings organizations 
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Attribute





IT Implication





NRSROs now regulated, PCAOB given authority to examine auditors of brokers and dealers, auditors must obtain workpapers from overseas, SEC given authority to require documentation and disclosure before point-of-sale, enhanced ABS disclosure





Additional reporting and disclosure requirements, revamped governance structure, enhanced auditing process to insure compliance





Enhanced system and data requirements for reporting, expanded audit scope





Business Implication

























Title XVI – Section 1256 Contracts
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Attribute





IT Implication





Clarifies that swaps will retain their current tax properties and will not be subject to Section 1256





Removes need to test for Section 1256 qualification





Enhanced system and data requirements to ensure proper classification





Business Implication
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Current Trends Resulting from Dodd-Frank





Affected Company’s Reactions to Dodd-Frank

Evaluating or executing needed changes in  existing structure, considering or executing the spinoff or sale of affected segments

Evaluating or implementing needed processes for enhanced reporting and the flexibility to adapt to the constantly changing reporting environment

Evaluating or addressing the need for committees or boards to manage the changes in governance requirements
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IT Affects as the Result of Dodd-Frank

Companies will rely on technology and its providers to keep them abreast of the constant changes  in the reporting and governance environments resulting from the act.

Companies will also be looking to technology to address the issue of their ability to adapt to the constantly changing reporting and governance environment resulting from the ongoing implementation of the act.
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Contact Information:



Chris Kyriakakis CPA, CIA, CISA

Partner

Frazier & Deeter LLC

600 Peachtree St, Suite 2700

Atlanta, GA 30308

Phone: 404.253.7486

Email: chris.kyriakakis@frazierdeeter.com







Chris Kirk, CISA

Senior Manager

Frazier & Deeter LLC

600 Peachtree St, Suite 2700

Atlanta, GA 30308

Phone: 404.573-0494

Email: chris.kirk@frazierdeeter.com
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