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The financial services sector is rapidly advancing its digital transformation
efforts. Banks and financial services institutions are significantly upgrading their
systems to ensure that new services are both user-friendly and easily accessible
online. These advancements are crucial to keeping current customers happy and
attracting new ones.

But this fast-paced change brings about a significant challenge: as banks grow
and add more services, they end up with a fragmented architecture of different
software and systems. This complex setup makes managing data — especially
legal entity data — a tough task.

At the same time, the rules and regulations in financial services are becoming
more demanding. According to a recent KPMG report,’ the volume and
complexity of new regulations are at all-time highs, which means handling legal
paperwork and processes is more complicated than ever. Banks need to stay
compliant to avoid any penalties and maintain their reputation.

The Importance of Legal Entity Data Management

While banks focus on growing and adapting to new technologies, the
management of legal entity data is an aspect that shouldn't be overlooked.
It may not always be at the top of the priority list, but its importance cannot
be overstated. Effective legal entity management enables banks to avoid
unnecessary setbacks and costs and to comply with regulations efficiently.

T Amy Matsuo, "Ten Key Regulatory Challenges of 2024," November 6, 2023, KPMG
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Key Benefits

Streamline client
onboarding and accelerate
time to market

Reduce costs and increase
operational efficiency

Improve access
and transparency

Improve risk management
and regulatory compliance

Facilitate mergers
and acquisitions
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These pressing challenges necessitate a better approach to
managing legal entity data:

* Geo-political issues across the world can directly impact the
financial risk profile of banks.

* New Environmental, Social and Governance (ESG) regulations
demand a clear understanding of the ethical profiles of the banks’
business counterparts, particularly concerning climate and
social responsibility.

e Compliance with existing regulations and the improvement
of capital adequacy and solvency according to standards
such as Basel Committee on Banking Supervision's
standard 239 (BCBS 239), Bank Secrecy Act/Anti-Money
Laundering (BSA/AML) laws and the Federal Reserve’s
Complex Institution Liquidity Monitoring Report (FR2052A)
is challenging without a complete view of counterparties.

* Risk position identification is a complex task involving pinpointing
entities that hold counterparty, credit, market and/or operational
risk positions and understanding their interconnections.

e Commercial entity onboarding is often hampered by delays or
inaccuracies due to unreliable and conflicting data.

https:/www.ey.com/en_gl/law/the-general-counsel-imperative-how-can-you-evolve-entity-
management-into-effective-governance
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“Failures in legal
entity management
can lead to delays,
timeline pressures and
unnecessary and often
unbudgeted costs.”

Jennifer Cox

EY Asia-Pacific and EY Oceania
Entity Compliance and
Governance Leader
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Why is Managing Legal Entity Data So Challenging?

Reliable legal entity data management is essential for mitigating risk and driving business strategy forward,
yet many businesses are falling short. Why is this the case? Managing legal entity data comes with its own
set of challenges:

¢ Lack of a Single Source of Truth: A multitude of sources, including internal systems like Customer
Relationship Management (CRM) systems, client onboarding and Know Your Customer/Anti-Money
Laundering (KYC/AML) applications, as well as external data providers, contribute to a confusing array of
legal entity information.

¢ Incomplete Hierarchical Insights: Many systems do not maintain up-to-date and complete legal entity
hierarchy information, which frequently becomes outdated, particularly following corporate actions such
as mergers or divestitures.

¢ Invalid Contact Information: Contact details that are crucial for identifying legal entities, such as phone
numbers, addresses and email addresses, are often outdated or incorrect.

¢ Lack of Data Transparency: Tracking the origin and history of legal entity data to ensure its authenticity
is highly challenging.

* Fragile Data Governance and Literacy: The enforcement of existing definitions, policies and controls
around legal entity data is weak, leading to inaccuracies and difficulties for business users
seeking access.

The Informatica Intelligent Data Management Cloud for Legal Entity Data
Management and Governance

Financial firms need legal entity data that is "fit for business use" to navigate risk management, regulatory
compliance, enhance client onboarding and foster revenue growth. Legacy tools and complex, costly
processes are no longer viable in the fast-paced financial services sector. A shift toward a cloud-native
approach transforms these challenges, and that's where Informatica Intelligent Data Management Cloud
(IDMC) for Legal Entity Data Management and Governance comes into play.
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Figure 1. Informatica Intelligent Data Management Cloud

This comprehensive, cloud-native, artificial intelligence (Al)-powered data management platform enables
financial institutions to access accurate, up to date, “fit for business use” legal entity data that is:

e Transparent and auditable, offering complete end-to-end data lineage from source to target. It provides
the industry's most comprehensive data catalog, supported by hundreds of out-of-the-box
metadata scanners.

e Accessible from any required system, from legacy on-premises business applications to modern data
lakes and analytic platforms in the cloud, with the industry’s leading and most proven data
integration solution.

e Clean and trustworthy, with valid phone number, email and address information, all enhanced by
comprehensive data profiling analytics, pre-built data quality rules and Al-assisted data
quality management.

e Valid and complete, with the Informatica Master Data Management (MDM) solution, ensuring that
identifiers, related identifiers and relationships between entities are up to date.

¢ Governed effectively, with cloud data governance that empowers data stewards to define business
terms, definitions, policies and standards so business users can utilize legal entity data.

¢ Understood and readily accessible by business users through a user-friendly Data marketplace, making
it easier for businesses to obtain answers about their data and access it when most needed.
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Figure 2. Legal Entity Data Management and Governance Solution

Key Features

Direct GLIEF (Global Legal Entity Identifier Foundation) integration for importing
LEl data, enhancing Master Data Management with quick access to legal entity
identifiers and hierarchy relationships.

Pre-Built Integration
With GLEIF

Seamless integration with prominent data providers such as D&B to supplement
internal records with comprehensive external insights. (IDMC provides hundreds of
connectors to integrate with any external data providers for data enrichment.)

Pre-Built Integration
With Data Providers

Pre-built data model for mastering legal entity, individual and business entities data,

Pre-Built Data Model supported by 26 reference entities and seven relationship types.

Data Quality Rules Out-of-the-box data quality rules for address standardization and validation.
Legal Entity Unique identification of legal entities such as issuers, customers and
Identification counterparties, ensuring clarity and precision in financial interactions.

Detailed insights derived from complex legal entity hierarchies and ownership

RS structures for informed risk management and compliance.
Regulatory Support . . o )
Framework Compliance with key regulations including AML, BCBS 239, ESG and others.

User-friendly interface for data stewards and analysts to manage, navigate and

Intultive User Interface analyze mastered legal entity data.
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Key Benefits and Capabilities

Accelerate Time to Market: Reduce the complexity of legal entity data and expedite the processes of
bringing new services and products to the market. Streamline onboarding and data integration, enabling
your business to respond swiftly to market changes and customer demands.

Reduce Costs: Minimize the need for labor-intensive reconciliation and data cleansing and cut down on
operational expenses by modernizing applications and consolidating data systems in the cloud. Reduce
transaction failures and trim regulatory reporting expenses.

Improve Access and Transparency: Enhance decision-making with improved access to consistent, “fit for
business use” legal entity data across your organization. Ensure trust and data accuracy with transparent
reporting and auditing trails created by comprehensive data governance.

Improve Risk Management and Regulatory Compliance: Create a single, accurate view of legal entities and
counterparties to effectively comply with global regulations from BCBS 239 to ESG. Identify exposure and
dependencies to improve risk management and reinforce compliance with less manual intervention.

Facilitate Mergers and Acquisitions: Consolidate financial reporting and systems integration with ease
during mergers and acquisitions. Seamlessly share legal entity data between systems and manage
updated legal entity relationships efficiently.

Freddie Mac Streamlines Compliance with IDMC and Legal Entity
Data Management

Freddie Mac is a home lending giant in the U.S, responsible for a vast portfolio that includes management
of over 11 million active loans.

Goals
They aimed to enhance data management efficiency and ensure robust data protection, which was
particularly important during the industry-wide increase in mortgage demand.

Challenges

Managing over 11 million active loans presented the challenge of protecting sensitive personal data while
dealing with an increasing volume of mortgage information. This was coupled with the need to meet
regulatory requirements and mitigate risks associated with moving data to cloud environments.

Solution/Results

Freddie Mac partnered with Informatica to refine its data management and protection approach. By
implementing Informatica Data Privacy Management, Freddie Mac automated the discovery and protection
of personally identifiable information (PIl) across a vast data landscape. This allowed them to efficiently
scan large quantities of data, saving time and resources.
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As Freddie Mac transitioned to Amazon Web Services for enhanced data
resiliency and cost efficiencies, Informatica solutions seamlessly extended to the
cloud. Adopting Informatica MDM enhanced their master data management and
improved visibility and reliability of legal entity data across all systems. Through
intelligent automation and strategic cloud integration, Informatica enabled
Freddie Mac to effortlessly handle increased data volumes and maintain their
trusted reputation in the market.

“As the Chief Data Officer for Single-Family, | can attest to my

business partners that we have a great solution in Informatica
for scanning our shared assets and databases to identify and

protect sensitive information.”

- Aravind “Jag” Jagannathan, Vice President and Chief Data Officer, Freddie Mac

Where data & Al come to

LiFE

Q Informatica

Worldwide Headquarters
2100 Seaport Blvd., Redwood City, CA 94063, USA Phone: 650.385.5000, Toll-free in the US: 1.800.653.3871

Informatica (NYSE: INFA) brings data and Al to life by empowering businesses to realize
the transformative power of their most critical assets. When properly unlocked, data
becomes a living and trusted resource that is democratized across your organization,
turning chaos into clarity. Through the Informatica Intelligent Data Management Cloud™,
companies are breathing life into their data to drive bigger ideas, create improved
processes, and reduce costs. Powered by CLAIRE®, our Al engine, it's the only cloud
dedicated to managing data of any type, pattern, complexity, or workload across any
location — all on a single platform.
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Next Steps

Learn more about IDMC
for Financial Services.
Visit our Industry Page or
Contact Us.
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