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focus on success

EGRC & MIS Solutions

Enterprise Governance, Risk and Compliance

OBSERVAR
- is an independent company registered in Baar, Switzerland founded in 2004 in a MBO from KPMG

(see enclosed letter).

Is specialised in combining consultancy know-how with intelligent software products.

currently offers over 25 modules for EGRC and MIS solutions in an integral WEB-suite.

did not develop just a software as a project — but a very user-friendly and scalable software product.

receives outstanding feedbacks from very satisfied customers
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e OBSERVAR High Level EGRC Summary

focus on success

Management is about running a business — Prof. Bob Tricker, 1994 in Oxford
Governance is about seeing that it is run properly. (Corporate Governance Research)

EGRC is about comprehensible decisions by management to achieve the set
objectives of a company — and documented realisation of the decisions.

To achieve this —reliable information is the key:
« Information about risks and opportunities (and set objectives)
* 0N measures, systems, processes and their effectiveness and reliability
« on compliance or non-compliance with measures and policies/laws/regulations.
« over all relevant business units and other focus areas

 and as broad and exact as necessary — and timely available!

The OBSERVAR software suite is designed to establish a
comprehensive EGRC environment within a short implementation
phase — and with high acceptance of staff, management and boards.
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for EGRC often share criterias like:

ISO 19600 (compliance management)
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OBSERVAR integrates the criterias of Standards and Frameworks like 1SO 19600 or IDW 980

in one modular and scalable WEB-Suite.

OBSERVAR documents and structures )
information which generally not exists in data
bank systems — but for the most part in the
employees minds.

OBSERVAR requests and consolidates
information through an automatic multilevel
reminder system.

OBSERVAR automatically analyses incoming
information detecting and notifying (on real time)
the critical issues to the decision takers. —

Focus on: What is important to know?

OBSERVAR Software (2 to 30 Modules):

Highly parameterizable software which targets
knowledge and information gathering in uniform
taxonomies for analysis, monitoring,
documentation and reporting purposes.

Web based modular software, one master module
and an optional number of other modules.

Thanks to the continuous enhancement of the
methodology and technology, the work “Users”
have to do will be extremely efficient e.g.: Time
needed for one employee to determine monthly
10 messages: 30 minutes per month

Together with customers several standard workflows were developed and integrated like
«ldentification workflows» «Assessment workflows» «Monitoring workflows» and many more
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Example workflow for prioritization / for
focu!%nssugegv R qualitative and/or quantitative risk assessments

Completion of questionnaire for qualitative assessment
of Opportunities and Risks. Posting comments
regarding potential impacts on objectives / targets.

gq EROM preparation Qualitative Assessments
On login screen choose first ,EROM Preparation® to Q&J

enter qualitative judgements and afterwards
LEROM Assessment* for quantitative valuation

(. e -
@y EROM Assessment Quantitative Valuations =~
ssessing quantitative valuations of potential impacts
on objectives / targets (Quantification of Risks and
Opportunities). Register existing Processes and define
new Projects.

fthere is a ,First Step* to be performed: enfer in s e e G il

this form ,relevance® and if you can judge the topic o = = o
b CI|Ck|n |n the box 02 Legal framework conditions ] ] ] ]
y g 03 Subsidies ] O O O
04 Taxes, fiscal and public charges m} O O O
05 Unrest, war, terrorism ] O O O
06 Environmental protection laws m] O O O
01 Market change O O O O
02 Changes i price and margins O O O O
03 Capital availability and capital costs (financing) O O O O
If there is no ,First Step* you access directly S e ST —— o
,qualitative“ and give qualitative judgements for 2 . =2
the topics. If there was a ,First Step“ you will find L
in this form already reduced work for the topics. e L e
1 Nzve Very good / SpECalist Knowleage C
. ‘.:”2::‘:::2‘::,,‘, Targeting and. 2. Please give your teedback on the general Importance of the event / processstep:
: . Namaing an :;'I.tawljuﬂgk : . O 1cant juage
i . . « ., MIons  iimpact Percentage Commont wsave ﬂ: 5 ‘:
If ,quantitative valuations” are required you access e - .
,EROM Assessment* and give quantitative LT e = . ’
valuations of the topics under consideration of woamenm et ™ [ |
. . . 4500 750.0 80 . Risk Potential (]
informations of the previous steps. 2. s s oo s s e MEASURES WPLACE |y
—|\ /|_ e > m

EROM = Enterprise Risk & Opportunity Management gg;,;,m . - 5

Millions USD o0 | 1030 | s0s0 | soro

30-50
Likelihgod (Percentage)
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Example screen if the option gualitative
SOBSERVAR P brion 4

S o SuCebss and quantitative assessment is chosen

First step: reduce items to be answered in detail by choosing «relevant» or «judge» buttons

Please choose one answer only per line by marking one checkbox.
By placing the mouse over the 'i-button’ you get more information on what to do. You have to answer all items, see counter on the bottom and left
If you choose a 'can judge' answer the item is automatically set as relevant.

kems status x

Total num. of kems: 18 . Description what do do.

All Items must be answered.
Total Unanswored: 26

Not relevant I can jud ualitative & : S :
Mo significant inﬂ)act :lua?::lq tive () I can judge qqoa__lllahve only {) 1 canm&udﬂe {
o L1

01 Political upheavals

02 Legal framework conditions

03 Subsidies

04 Taxes, fizscal and public charges
05 Unrest, war, terrorism

06 Environmental protection laws
01 Market change

02 Changes in price and margins

03 Capital availability and capital costs (financing)

| |
| |
| |
| |
| |
| |
| |
| |
| |
| |

O0O0o0o0oooood
Oooooooooond

04 Currency fluctuations
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Quantitative assessments can be
performed in various ways:
- 1 vote per topic (1 participant)

Multiple votes (delphi method)
Risks and/or Opportunities
Matrix or direct input of values
Setting of ranges, currencies,
labels and other parameters
can be done easily

Example screen of a quantitative assessment

of a topic (risk)

1. Pleage select the following values, by droping the boxes into the matrix

M:'J'E:D"‘ Impact Percentage Comment e
-
11 55 20 EZESuaIRlskBest (]
v o S -
moswn 8 AR =
4500  -T50.0 60 % Risk Potential (]

2. Please select the description that matches the MEASURES IN PLACE

Mo effective measures/processes in place - action vitally needed
Insufficient measures/processes - improvement necessary
Good measures/processes - room for improvement

Perfect measures/processes - further improvement not reasonable

In master data the matrix settings can be configured for every assessment:
- 3 x 3 matrix up to 10 x 10 matrix (example here 6 x 6)

- Terminology of labels and also ranges can be set

- Parameters (only risks — no opportunities) can also be chosen

- Enter values and % (without matrix) — direct input — also possible

- More options like color settings and others
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Example screens of automatically generated reports

Assessment module / quantification

A

2012 2013
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Risk Management, Compliance, ICS and Program-Management

Master Module

(15 sections: Languages, Org.- and Geo.-Structure, Currencies, Units, Users, Catalogues, Reports etc.)

o e o

Assessment of: Internal Control Risks, Project Risks etc.
Current ,Range*

Assessment of: Strategic Opportunities and Risks, operational Risks,
Allows various qualitative and quantitative Assessments and
Prioritizations (using rankings, key figures, monetary impacts etc.)

EROM Module:

e oo oo oo oo e e e o o o o o o e o e e e e e e e e e

Opportunity-
Potential

Additional
Chances

Reduced
Residual Risk

Additional
measures

Blue Line =
Objectives

Additional
measures

Residual Risk
Worst Case

Currently
existing
measures

Web-Solution (Internet or Intranet) for various DB-types
Installed in customers environment or as SaaS solution
Vast number of parameterizing possibilites

2 up to 30 modules / 10 up to thousands of users

Identification and Valuation
of major Opportunities.
Are there possible
additional measures to
seize the Opportunities?

Identification and
Valuation of major
Residual Risks.

Is this acceptable or is
improvement needed?

Identification and
Valuation of major
Riskpotentials.

Are existing actions really
appropriate to reduce the
Riskpotential to the Worst
Case as quantified?

oo oo oo o o o e e e e o o e o e e o e e

Additional measures
are described / documented
communicated / analysed
monitored / improved in

Project Modules

Existing measures

are described / documented
communicated / analysed
monitored / improved in

Process Modules

OBSERVAR - EGRC and MIS and much more
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Project Modules
Definition and monitoring of
: work”
(Endusers are required to enter
progress-feedback and can place
requests for modifications).

Available Modules:
- Projects (strategic/operational)

- Program-Management
- Tasks
Legal Cases
Guarantees and Warranties
- Supplier Evaluation
- Internal Audit Follow-up etc.

Process Modules
Definition and monitoring of

measures/processes/work”
(Endusers are required to enter
process-success-feedback and can
place requests for modifications).

Available Modules:

- Internal Control System
(ICS)

- Compliance Statements

- Contract Controlling

- Supplier Performance
- Dataprotection etc.




Example screens of automatically generated reports
©OBSERVAR Compliance module
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Report frequency Statement Type Regulatory framework Risk rating Potential costs of non-compliance Other effects in the case of non-compliance
Overview to summarise the existing compliance topics which are identified, documented and monitored

@30 UM &

M monthly 67% M Law 30.0% A 23.3% M Catastrophic 50.0% M Euro up to 100T 67% M A 23.3%
M quarterly 26.7% Regulation 20.0% M Company law & Compliance 40.0% High 16.7% Euro 0.5 - 1 Mio. 16.7% M High imprizsonment 40.0%
M half-yearty 40.0% M Contract 10.0% Information and cemmunication 10.0% M Considerable 30.0% M Euro 1 - 5 Mio. 13.3% Imprisonment 16.7%
M yearly 26.7% M Strateqy 18.7% technology ICT M Moderate 3.3% M Euro 5- 10 Mio. 3.3% M High loss of image 3.3%
M Policy 23.3% I intellectual property 10.0% M Euro 10 - 25 Mio. 3.3% M Loss of image 10.0%
[ Prevention of corruption 18.7% Euro 25 - 50 Mio. 13.3% I No further effects BT%

I Euro 50 - 100 Mio. 35.7T%

Euro more than 100 Mio 5.7%

Relevant compliance topics are described and

Categ orised. The number of select lists (ple ChartS) and Relevant Current compliance with statements  Potential costs of non-compliance
Self assessment overview - are we aware / compliant?

describing elements / texts are fully parameterizable.
The above graph shows only one of various reporting
possibilities (excel downloads of all data also possible).

@6

The graph on the right side shows the result of the self

assessment of the responsible employees. 1 Currenty relevant Bs%  WNA so%  ENA 5%

) . ) ) Was relevant - but currently not 36.5% [ fully compliant 22.1% [ Major costs for the unit and the  19.9%

For every relevant compliance topic periodic B Corenty ol evart-butiniure100% - manycomplant - 77% O g 195%
only partially complian -

feedbacks can be demanded. ot reevant 110% W notcomptant %% Contaraecous s tount 9%

Similar graphs are also available for the results of W inor costs -only on unitievel - 5.0%

audits or reviews of the compliance system.

10
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Report frequency

Control frequency

M monthly 47 6%
quarterly 33.3%

W semi-annually

M yearly

14.3%
\ 4.8%

A period «Report frequency»

can be set for every key
control.

OBSERVAR automatically
demands the required «self

assessment feedbacks» with

a 5-steps reminder system.

M transactional 19.0%
W weekly 14.3%
H every 2 weeks 19.0%

monthly 28.6%
M quarterly 4 8%
M semi-annually 4.8%
W yearly 9.5%

Control run

See also explanations
on slide 10 regarding

- description
- categorisation

- feedback demanding

(self assessment)

M always

At least 95 %
M more than 90 %
M more than 75 %
M more than 50 %
M less than 50 %
W never

Example screens of automatically generated reports
ICS Internal Control System module

Process category

M Purchasing / Inventory 14.3%
Order to Cash {OTC) 19.0%

M Capital Investments 9.5%

M Cash flows / Financing 14.3%
Period close / Reporting 23.8%

M HR / Payroll 4.8%

[ Control Environment Entity ~ 4.8%
Level

B Control Environment IT- 9.5%

Controls

53.8%
15.2%
7.6%
3.0%
4.5%
7.6%
8.3%

Reason for noncompliance

B NA 49.2%

M Always complied 4.5%
Agreed with process 18.2%
owner

M liness / Accident 12.1%

M Other important reasons 15 9%

© Observar AG, Lindenstrasse 10, CH-6340 Baar / Zug, www.observar.ch

Risk Type

M Entity Level Risk
Operational Risk

M Reporting Risk

[l Compliance Risk
IT Risk

M Fraud Risk

Error frequency

9.5%
14.3%
28.6%
14.3%
23.8%

9.5%

W NA
M never

In less than 5 % of the
controls

M In 5 - 15 % of the controls
M In 15 - 50 % of the controls

M In more than 50 % of the
controls

M always wrong

8.3%
53.8%
23.5%

4.5%
23%
3.0%

4.5%

Control Type

Overview to summarise the existing ICS controls which are identified, documented and monitored

‘\

W manual 52.4%
semi-automatic 38.1%
M automatic 9.5%

Error resolution

Self assessment overview — are the controls performed? What are the results?

B NA 59.1%
M No errors to resolve 3.0%

resolved by myself 11.4%
M nothing done 5.3%
M initiated correction 15.9%
M Informed superiors aboutthe  5.3%

errors

Control Effect

52.4%
47 6%

M prevent
detect

How deviations are classified?

H NA 66.7%
M No deviations detected 0.8%
Deviations without impact 11.4%

M Deviations with minor effects 15.9%

M Serious deviation, massive 5.3%
impact

11



Example screens of automatically generated reports
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L. . Project data ( Planned costs / Actual costs )
Periodic feedbacks can be demanded from project
Name Percent Days Labor cost Non-labor Budget Budget Used Start End
responsible persons (external or internal) — for single complete cost left in%
. . . . Planned costs 25 CHF 62,500 1,058,000 1,120,500 06/Jan/2015 06/0ct/2015
projects or for milestones (example on the right side
i . . i Milestone 1 Team 2 30% 5 CHF 12,500 188,000 200,500 920,000 18 % Last update: 03/Mar/2015
from a project with 5 sub-projects/milestones)
Planned costs 8 CHF 9,600 76,000 85,600 20/Jan/2015 28/0Oct/2015
Percent complete Projectplan compliance Milestone 2 Team 3 20% 5 CHF 6,000 30,000 36,000 49,600 42 % Last update: (03/Mar/2015
Planned costs 10 CHF 25,000 31,000 56,000 06/Jan/2015 06/0ct/2015
Milestone 3 Team 1 45% 7 CHF 17,500 29,000 46,500 9,500 83 % Last update: (05/Mar/2015
Planned costs 88 CHF 70,400 65,000 135,400 02/Feb/2015 25/Jun/2015
Milestone 4 Team 2 50% 2 CHF 1,600 6,000 7,600 127,800 6 % Last update: 11/Mar/2015
Planned costs 88 CHF 70,400 257,000 327,400 02/Jan/2015 25/Jun/2015
Milestone 5 Team 4 30% 12 CHF 9,600 60,000 69,600 257,800 21 % Last update: 09/Mar/2015
Project data ( Planned costs / Actual costs )
Name Percent Days Labor cost Non-labor Budget Budget Used Start End
5% 7.1% M always / completely 21.4% complete cost left in %
M 10% 7.1% Immaterial nencompliance  32.1%
W 15% 14.3% M Compliance not always  14.3% Planned costs 219 237,900 1,487,000 1,724,900
20% 14.3% fulfled s 31 47200 313,000 360,200 1,364,700 21 %
- ages M Msjor differences 17.9% um ' ’ ’ o °
W 300 7 19 Mo project plan in place  14.3%
M 35% 36%
40% 3.6%
Compliance and change requests
W 455 10.7% P gered
50% 14.3% Finish in Finish in Responsible Audit-Functional Audit-Design Design-Review
W sse 1 6% Budget Time change request change request change request change request
M 55% 36% Milestone 1 Team 2 Yes Yes No No No No
W 70% T.1% Milestone 2 Team 3 No No No No No No
Graph example above: Milestone 3 Team 1 Yes No Yes No Yes Yes
. Milestone 4 Team 2 Yes Yes Yes No No No
overview of feedbacks Milestone 5 Team 4 Yes Yes No No No No
from 28 subprojects 12
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® O B S E RVAR Please also review the attached reference letter
focus on success from Ivoclar Vivadent Group

Customer Feedback |[V3’§'fz>r:d]|

- The OBSERVAR System provides big value for Wolford:

Modular architecture / EGRC totally covered
Central data base / high security
Individually customisable content per client
Web based / independent of any location
Intuitive and extremely simple handling
Automated follow-up function for actions
Minimised need of resources / top efficient

Targeted: concentration on the real important
issues and contents

We /)/(/o/am/rtea/ A ¢/€ ¢ ao/r(//eta(} and /mymt/é — and stit? we J’b‘%e{/
eﬁ&‘ﬁeﬁeé loan and e/fw&‘/im .. with OBSERPVAF/

-

Prok. Ing. Martin FITZ, CIA, CRMA

Head of Internal Audit,
Risk and Opportunity Management,
_ Safety Expert

WOLFORD AG

on EROM-system from

6. Feb. 2012 Wolford Group EGRC ©OBSERVAR
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Peter Nauer

Chief Executive Officer

Observar AG

Lindenstrasse 10

CH-6340 Baar / Zug, Switzerland

Mobile +41 79 344 75 19
peter.nauer@observar.ch
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