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Automate Your Investment Accounting Close Using SubLedger Plus

In this whitepaper I'll
identify the major
obstacles that prevent
investment accounting
departments from
achieving maximum
efficiency when closing
the general ledger and
how Blacklron
SubLedger Plus can
mitigate or eliminate
these obstacles.
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Introduction

If you can close your general ledger fast and efficiently, while maintaining
tight financial controls, your business will have competitive advantages
through reduced costs, reduced exposure to risk and more timely

information.

In this whitepaper I'll identify the major obstacles that prevent investment
accounting departments from achieving maximum efficiency when closing
the general ledger and how Blacklron SubLedger Plus can mitigate or

eliminate these obstacles.

Setting the Stage

The nice thing about discussing the investment accounting cycle is that
most insurance companies share a common approach to recording
investment activity. You probably have a primary investment accounting
system like SS&C’s CAMRA or Princeton Financial Systems’ PAM that
you use to record most principal and interest payments, trades, and other
investment activity. You may outsource this operation. For our discussion
purposes it does not matter. This whitepaper applies equally to companies
that outsource these operations or perform them internally. Additionally,
you may have a separate accounting system for recording derivatives or
other securities with special requirements. Finally, you probably keep track
of some investments like limited partnerships using spreadsheets. Of
course, there are always other adjustments for a variety of reasons like
cut-off issues or processing errors. So, while most of your data makes its
way to the general ledger from one primary system, you have a variety

other sources.

The Bottlenecks

You're at the end of the month. You've closed your investment accounting
systems and you want to wrap up the general ledger close as fast as
possible. You want everything booked, reconciled and explained. And you

want all your reports distributed. What's slowing you down?

Bottleneck 1: Multiple Data Sources
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Our solution captures
data one time from your
multiple data sources
(including adjustments)
into a consolidated and
self-reconciling
subsidiary ledger
database. Journal
entries, reports and
reconciliations all flow
from the same spot.
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Wouldn't it be great if you had exactly one investment subsidiary ledger,
like your primary investment accounting system, that was 100% reconciled
to your general ledger balances? One big journal entry to record activity
for the period and then distribute some reconciled security level reports

directly from your subsidiary ledger. Done.

Well, for most of us that’s not the real world. You have multiple investment
data sources and these need to be consolidated in the general ledger, via
multiple journal entries, and consolidated at a security or transaction level
for reporting and reconciliation purposes. Here's a common approach:
You extract detailed transactions and balances from your investment
accounting systems.
You create summary journal entries from the extracted data or
separate journal entries are extracted automatically.
You begin the process of converting the extracted data into nicely
formatted, spreadsheet-based reports to support general ledger
balances: holdings reports, acquisitions and disposals, realized gains,
investment income analyses, etc.
You create additional journal entries for investments like limited
partnerships and for adjustments.
You update the spreadsheet reports as additional journal entries are
posted to the general ledger and you work to reconcile the reports to
general ledger balances.
You repeat this process until all the journal entries are posted and your

reports are reconciled.

We call this the “two track” approach. One track for posting journal entries
and one track for consolidating security level data in spreadsheets to
support the general ledger balances. There are a couple of drawbacks to
this approach:
You have to deal with activity multiple times. Once to journalize it and
once to update spreadsheet reports and spreadsheet based
reconciliations.

The two tracks have to be reconciled.

Blacklron SubLedger Plus is a single track approach. Our solution

captures data one time from your multiple data sources (including
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Blacklron SubLedger
Plus automates reporting
and reconciliation
building while providing
accountants with the
control to set
reconciliation rules,
create and modify report
designs, and the
flexibility to adapt to
change.
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adjustments) into a consolidated and self-reconciling subsidiary ledger
database. Journal entries, reports and reconciliations all flow from the

same spot.

Bottleneck 2: Spreadsheet-Based Reports and Reconci  liations
Spreadsheets are flexible and give accountants a lot of control to adapt to
change. But ultimately we spend a lot of time building spreadsheet-based
reports and reconciliations — time that could be more productively spent if
replaced with an automated solution. Here are some of the key
disadvantages of using spreadsheets:
Maintaining and updating spreadsheets is one low value task after
another: entering data, sorting, formatting, searching.
Spreadsheets are not scalable. If a new account needs to be
reconciled, that's a new spreadsheet and a new process to update it. If
you need a new report, that's a new spreadsheet and a new process
to update it.
Spreadsheets promote institutional knowledge. Each spreadsheet has
its own set of procedures which are usually not well documented.
Spreadsheets silo data. All that work done each month is locked away
in separate files. It's virtually impossible to consolidate the data for ad-

hoc data mining or for other purposes.

Blacklron SubLedger Plus automates reporting and reconciliation
building while still providing accountants with the control to set
reconciliation rules, create and modify report designs, and the flexibility

to adapt to change.
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Blacklron SubLedger
Plus replaces manual
journal entries with on-
line, customizable
adjustment templates.
Adjustments are
automatically routed for
approval, extracted to
the general ledger, and
available in the
reconciled subsidiary
ledger for reporting and
reconciliation.
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Bottleneck 3: Manual Journal Entries
Maybe you've already automated the journal entry extract from your
investment accounting systems. Maybe you're not quite there yet. Either
way, you probably have a lot of other manual journal entries: recurring
journal entries for recording activity like investments maintained in
spreadsheets plus ad-hoc manual journal entries for correcting exceptions.
Manual journal entries slow down the close for a few reasons:

They require approval, which may cause delays

They require manual entry into the general ledger

They require physical or electronic backup for audit trail purposes that

needs to be organized and filed

Blacklron SubLedger Plus replaces manual journal entries with on-line,
customizable adjustment templates. Adjustments are automatically routed
for approval, extracted to the general ledger, and available in the
reconciled subsidiary ledger for reporting and reconciliation. SubLedger
Plus maintains full audit trails eliminating the need for filing and organizing

adjustment backup.

Bottleneck 4: Security Level Roll Forward Exception S

It can be really frustrating to deal with roll forward variances. Hours or
days spent trying to get summary investment balances to roll forward from
one period to the next. And it's not just a reporting issue. This is at the
core of balancing the general ledger to your investment accounting
systems. Stick with me here for just a second. You post activity to the
general ledger from your systems which determines your new general
ledger investment balances. You then compare the general ledger
balances to extracted system balances to validate them. If the general
ledger posted activity does not roll forward prior system balances to
current system balances, your general ledger will not agree to your system
balances. Identifying the nature of these out of balances can be

tremendously time consuming.

Blacklron SubLedger Plus rolls forward all investment balances at a
security level and routes variances to you for review and correction. GAAP
and STAT book values, market values, and due and accrued interest are

all rolled forward.
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Using Blacklron
SublLedger Plus you can
design your own security
level analytical reviews
that identify aberrations
and flag them for review.

Bottleneck 5: The Month End Big Bang

There’s a ton of work that has to get done after you close your investment
accounting systems at the end of the month. You have to post all the
activity to the general ledger for the month, reconcile everything, analyze it

and report on it.

Why not relieve some of that time pressure by doing some of the work
daily rather than all at the end of the month? You identify issues earlier
and you reduce the volume of work to be done at the end of the period.
The key is that it's automated and workflow is exception based only. So,
what can you do daily?
You can post trades and principal and interest payments to the
general ledger.
You can roll forward daily system balances with journalized activity
and balance the general ledger to system book values.
You can reconcile general ledger cash account balances to custodian
cash positions.

You can reconcile system par values to custodian balances.

When month end arrive your general ledger has a solid, reconciled base
on which to apply amortization and accretion, changes in coupon accruals,

and market values.

Blacklron SubLedger Plus can be implemented to automate daily journal
entry creation, daily system balancing, daily cash reconciliations and daily

par reconciliations.

Bottleneck 6: Fluctuations from Historical Trends

You've posted everything to the general ledger and investment income
looks a little off from historical trends and the plan. Why? Is it an error or a
legitimate fluctuation (or a combination of both)? Getting to the root of
these questions can be like looking for a needle in a haystack, especially
when the cause is a composite of several factors. Searching for answers

can significantly slow down the close.
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Blacklron SubLedger
Plus automatically routes
exceptions to
accountants for
immediate attention. The
Blacklron SubLedger
Plus Accounting
Workbench delivers
robust research and
correction tools to
resolve exceptions
quickly.
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Using Blacklron SubLedger Plus you can design your own security level

analytical reviews that identify aberrations and flag them for review.

Bottleneck 7: Exceptions

Exceptions can be any differences between general ledger balances and
control balances or variances from expected results. After the
reconciliation process has detected the securities causing the exceptions,
researching the nature of the exceptions and determining whether
additional adjusting journal entries are required can be a time-consuming

effort.

Blacklron SubLedger Plus automatically routes exceptions to accountants
for immediate attention. The Blackiron SubLedger Plus Accounting
Workbench delivers robust research and correction tools to resolve

exceptions quickly.

Clearing the Bottlenecks

| think you’ll agree you've probably got some opportunities to make some
dramatic improvements to your investment accounting closing process if

you could clear these bottlenecks.

At Blacklron we have the solution. I've listed some of the SubLedger Plus
advantages throughout the document but let’s review the solution
completely. It tightly couples your investment accounting systems to your
general ledger, automates adjustment processing, automates
reconciliations, automates exception-based workflow, and provides a
consolidated and reconciled subsidiary ledger for simplified reporting and

analysis.

1. The starting point: a self-reconciling subsidiar y ledger.
SublLedger Plus is an automated accounting middleware process that
consolidates security level investment data from multiple sources,
creates journal entries and synchronizes itself with the general ledger.
A general ledger reconciled subsidiary ledger for automated

reconciliations, detailed analytics and centralized reporting.
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2. Leverage the subsidiary ledger with automated ca  sh, par, and
investment balance reconciliations.  Take full advantage of the
reconciled subsidiary ledger using integrated reconciliations that keep
your general ledger balanced to investment accounting systems and

custodians.

3. Detect analytical review variances at a security  level. Design
security level analytical reviews to detect and explain variances like
large investment income fluctuations and large changes in the

relationship of GAAP, Statutory and par values.

4. Resolve issues fast using the automated exception-b ased
workflow and the Accounting Workbench. Use the SubLedger

Plus Accounting Workbench to research and resolve exceptions fast.

5. Create great looking reports that always reconcile to your
general ledger. View reports from the SubLedger Plus Accounting

Workbench or schedule for automatic distribution.
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How Blacklron SubLedger Plus Works

High Level Process Flow

Cash Activity &
Balances

Custodian Par
Positions and
Balances

Control Data

Host System Transactions

and Balances Summary
Journal
Investment Seclunty Iaevel SubLedger Entries >
Accounting mpo » Plusg % General
Systems < Ledger
Synch File
L v i

Reconciliations Reports Analytics

w

You can configure SubLedger Plus to perform these procedures daily,

weekly or at the end of the period.

SubLedger Plus imports security level transactions and balances from
your investment accounting data sources, assigns accounting and
performs roll forward validations.

Accountants update adjustment templates for standard recurring
adjustments or ad-hoc adjustments to clear exceptions.

SubLedger Plus creates summary journal entries and extracts to the
general ledger.

The general ledger posts the journal entry and sends back a synch file
used for keeping SubLedger Plus reconciled to the general ledger
balances that it supports.

SubLedger Plus imports control data from your custodians and
reconciles to general ledger cash balances and par balances imported
from your investment accounting systems and other sources.

Exceptions are routed to accountants.
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SubLedger Plus balances the general ledger to your investment
accounting systems and routes exceptions to accountants.
Subledger Plus calculates analytical reviews and detects security
level variances. Exceptions are routed to accountants for approval or
correction.

SubLedger Plus creates general ledger reconciled reports.

The Accounting Workbench
You use the Accounting Workbench to research exceptions and take
corrective actions:
A Start Page to review exceptions routed to you.
A robust query builder and report viewer for performing research.
A flexible configuration module for defining rules and business
components.
Powerful utilities for creating adjustments, assigning accounting,
clearing reconciling items, reversing accounting, and adding notes.
Automated workflow that routes actions to managers for approval.

Integrated panels for drilling down on security attributes.
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Conclusion

You can dramatically improve the efficiency of your investment accounting
general ledger closing cycle by implementing SubLedger Plus. Give me a
call if you'd like to learn more. We can send you a brochure or give you a

demonstration.

Scott Morin, CPA
Blacklron Financial Systems, LLC
800.710.9979
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