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! Hussain, et al, 2012, Challenges and failure of Implementation of Basel Accord Il and reasons to adopt
Basel Ill both in Islamic and Conventional Banks, International Journal of Business and Social Research
(JBSR), Volume -2, No.-4, August 2012, p155-156.
% Ranjit Lall, 2009, op cit, p7-8.
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2 Ranjit Lall, 2009, op cit, p13-14-15.
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2 Ranijit Lall, 2009, op cit, p15.
3 Kiran J. Fernandes, et al, 2013, Risk Accounting: An Accounting Based Approach to Measuring Enterprise Risk
and Risk Appetite, York Management School, University of York, UK, p7-8.
skl
-Shelagh Heffernan, 2005, Op Cit, PP 151-154.
- Taleb, N., 1997, The World According to Nassim Taleb Derivatives Strategy, available from:
www.derivativesstrategy.com
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Dunbar, N. 2000, Inventing Money — The Story of Long-Term Capital Management and the Legends Behind It,
Chichester, UK: John Wiley & Sons.
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! BCBS, 2012, Fundamental Review of the Trading Book, Consultative document, May 2012.
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- Kiran J. Fernandes, et al, 2013, op cit, p8.
- BCBS, 2012, op cit, p20.
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- Kiran J. Fernandes, et al, 2013, op cit, P9.
- BCBS, 2011, Operational Risk — Supervisory Guidelines for the Advanced Measurement Approaches, Bis, June
2011.
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! Government Accountability Office, 2009, Financial Markets Regulation: Financial Crisis Highlights Need to
Improve Oversight of Leverage at Financial Institutions and across System, Washington, USA, July 2009.
2 Ranjit Lall, 2009, op cit, p24-25.
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’De Larosi'ere, J., et al, 2009, The High-Level Group on Financial Supervision in the EU, Report, Brussels.
* Ranjit Lall, 2012, op cit, p625.
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- Philipp Harle, ET AL, 2010, Basel Ill and European banking: Its impact, how banks might respond, and the
challenges of implementation, McKinsey Working Papers on Risk, Number 26, 2010, P23.
- Hervé Hannoun, 2010, The Basel Il Capital Framework: a decisive breakthrough, BolJ-BIS High Level

Seminar on Financial Regulatory Reform: Implications for Asia and the Pacific, Hong Kong SAR, 22 November
2010, P7.
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! Allan D. Grody, 2011, Risk Accounting: A Next Generation Risk Management System for Financial
Institutions, Enterprise Risk Management Symposium, Society of Actuaries, March 14-16, 2011, p2.
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! Kiran J. Fernandes, et al, 2013, op cit, p8.
2 Allan D. Grody & et al, 2011, op cit, p15.
* Allan D. Grody & et al, 2011, Ib Id, p5.
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! Robert C. Merton, 1995, financial innovation and the Management and regulation of financial institutions,
NBER Working paper No. 5096
% Kiran J. Fernandes, et al, 2013, op cit, p12.

71



dlaie s apanat Ciliaall (spall) 8)gpall o Jang A aY) Ll duulaas LN Culic
18 Jial lgw Jadlly angy Algiiall lalaall gy 53 dal e Gaulaally LB Jld )

e lly «Cijlaall ALl dusladly 60 dalaif & LY
i ) Axdad) W Glegleall culul jaas 3xy 535 :general ledger Myl s -

AN I 51 dlae) b e 2 A Gl

sl (transactions) dylaill cdlabea) S clisall (b e A Alalall 46,0 dakl —
Sl ccliad) cal g Aafag LIS Ayl Wilad) Sy i JSE daadje dalleall

Gl plaally cDlad Adgise laca

Lol plaally Ml gy saayl e daladl DA e duslad) Glegledl e B3l -

.(production system) gyl ik,

Ol Ha e o Bulu) il gl MUY iy 8 saa V) @l cilily Gi -
.Ejj‘)ﬁaﬂ e

cAasisall aplally Jslall Ganll A e daslil) Glilad) daa e Gaail) -

dady lalia plal delail eels ()5 ki cstakeholders alladll Claials osalaial) Jiy Y
o3 Jis allas pumg DA e el 1Y) s5ladl) G5l Aiad cudasl Sy . Cajladll & Ay
dacly hlaal @bl Jld) gl tsale Ciemi s PBCBS 239 dyll b dalay)
Cun e ol jlgal adati U] ;g ) ALYl L(risk reporting) hlaall )l

.(BCBS 258) *4liall 4,15 = sumslly dyuslusal

' Allan D. Grody & Peter J. Hughes, 2016, Risk Accounting: The Risk Data Aggregation and Risk Reporting (BCBS
239) Foundation of Enterprise Risk Management (ERM) and Risk Governance, SSRN Electronic Journal, January
2016, p18.

? BCBS, 2013, Principles for effective risk data aggregation and risk reporting.

* BCBS, 2013, The regulatory framework: balancing risk sensitivity, simplicity and comparability, Discussion
paper 258.
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% Allan D. Grody & Peter J. Hughes, 2016, op cit, pp 19-21.
* Allan D. Grody & Peter J. Hughes, 2016, op cit, p 22.
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' Allan D. Grody & Peter J. Hughes, 2016, ib id, p 23.
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- Allan D. Grody, et al, 2011, op cit.
- Kiran J. Fernandes, et al, 2013, op cit.
- Allan D. Grody & Peter J. Hughes, 2016, op cit.
http://serrag.org/risk-accounting/ il a5 http://risk-accounting.com/ : il ¢ SUa¥! (e 3 3al
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Kiran J. Fernandes, et al, 2013, op cit, pp 26-27.
* Allan D. Grody & Peter J. Hughes, 2016, op cit, p 7.
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Allan D. Grody & Peter J. Hughes, 2016, op cit, pp 25-26.
Kiran J. Fernandes, et al, 2013, op cit, p16.
Allan D. Grody, et al, 2011, op cit. p18.
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3 Committee of Sponsoring Organizations of the Treadway Commission.
* Deloitte & Touche, 2012, ‘Risk assessment in practice’, COSO, p 7. Available at:
https://www.coso.org/Documents/COSO-
ERM%20Risk%20Assessment%20in%20Practice%20Thought%20Paper%200ctober%202012.pdf
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! McKinsey & Co, 2014, ‘Retail banking insights: Creating a robust risk-and-control framework in mortgage
lending and servicing’, Number 4, 8/2014, p 2. available at:
http://www.mckinsey.com/~/media/McKinsey/dotcom/client_service/Financial%20Services/Latest%20thinkin
g/Consumer%20and%20small%20business%20banking/Risk_and control framework in_mortgage lending a
nd_servicing.ashx

2 PwC, 2012, ‘Governance of risk’, Price water house Coopers, p5. available at:
https://www.pwc.co.za/en/assets/pdf/governance-of-risk.pdf

* Allan D. Grody & Peter J. Hughes, 2016, op cit, p40.
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a8 glai (sl (1-2) ) dgasd

Value Bands Uall.!e Barn:l
(US$) Weighting
(VBW)
1 Zero to 62,500 2.0
2 62,500 to 125,000 2.6
3 125,000 to 250,000 3.4
4 250,000 to 500,000 4.3
5 500,000 to 1,000,000 5.5
6 1,000,000 to 2,000,000 7.1
7 2,000,000 to 4,000,000 8.9
8 4,000,000 to 8,000,000 11.3
9 8,000,000 to 16,000,000 14.1
10 16,000,000 to 32,000,000 17.6
11 32,000,000 to 64,000,000 219
12 64,000,000 to 128,000,000 27.0
13 128,000,000 to 256,000,000 33.1
14 256,000,000 to 512,000,000 40.4
15 512,000,000 to 1,024,000,000 49.1
16 1,024,000,000 to 2,048,000,000 59.3
17 2,048,000,000 to 4,096,000,000 71.2
18 4,096,000,000 to 8,192,000,000 85.0
19 8,192,000,000 to 16,384,000,000 101.0
20 16,384,000,000 to 32,768,000,000 119.3
21 32,768,000,000 to 65,536,000,000 140.1
22 65,536,000,000 to 131,072,000,000 163.6

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p29.
Lo 135 VBW asill (sl e ST Jonay alag aill 3l c¥lse of daadle Jsanll (e oSy
&4 marginal increase Ayl sal3ll of sl claylalies clalaall af (p Adlall AR sk

Sl a )y LS mian il

Lokl ‘EMY\wgﬂl
Kiran J. Fernandes, et al, 2013, op cit, pp 21-23.
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! Allan D. Grody & Peter J. Hughes, 2016, op cit, p31.
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Kiran J. Fernandes, et al, 2013, op cit, pp 17-19.
Allan D. Grody & Peter J. Hughes, 2016, op cit, p31-33.
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e Jysad pliae (Wi o L) i) Jeal) aal Gl 13 il i
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AL 53l Y ame 3y <G JaY) Al sk
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:(credit EUF) oLaiy) Jlalaal Giaymill Jalse e e Jl Jpanl el

OU) il (el alss (2-2) ) Jgsad

Credit Type Form of Security / Type of Instrument EUF
Commercial Casual Overdraft 2
Commercial CreditCard 2
Commercial Unsecured 2
Commercial Cash 4
Commercial Cash Like Instruments (Margins, Liquid AAA Collateral) 5
Commercial Repurchase Agreements (Repos) 5
Commercial Trade Receivables 8
Commercial Instruments Subject to Mark-to-Market 8
Commercial Autos 8
Commercial Inventory 12
Commercial Equipment 12
Commercial Investments Subject to Mark to Model 12
Commercial Personal Guarantee 14
Commercial Project Financing 16
Commercial Commercial Real Estate 18
Counterparty Forward Foreign Exchange 4
Counterparty Interest Rate Swaps 8
Counterparty Cross Currency Swaps 8
Counterparty Security Based Swaps 8
Counterparty Options 8
Counterparty Credit Default Swap 14
Counterparty Collateralized Debt Obligations and Asset Backed Securities 18
Retail Casual Overdraft 2
Retail Credit Card 2
Retail Unsecured 2
Retail Autos 8
Retail Personal Guarantee 14
Retail Residential Property 16

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p28.
o als o LS sl claniall 20 Y 0 e ad 3L alie QL) b s S
Mg Laliiay) 4655 ccbilaall Jydt Dysa (53] agani e alaie W @lldy (Galud) Jsaal)
Dbl Al Aula¥) Hlalaall g1l e gsi JSI ¢ lalaall il Jalsad Jglaa llia angyg
e S pauaite ehad ae (slailly el dsssall B3 legmazasy asfi (3] Alspud) 3ilal)
Adl) Al A ladls Adalall Jeal) 2y ae uualiil Cuny ¢ haliall (4

! Allan D. Grody & Peter J. Hughes, 2016, op cit, p33.
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:(market EUF) Geull Hjhaladd (il dalse (10 de A6 Jgaall cpacaly

Bl Shlaal Gapdll Jalse (3-2) by dsaad

Product Risk Table: Market Risk
Risk Criteria Description Weighting

Availability and reliability of market prices |Active market prices z
Inactive but observable market prices 5
Unobservable prices that need judgment B
Mo prices but economic or other assumptions 10
(demographic, holistic etc.) are required

Period the product has been actively More than 3 years 2

traded in the business Between 1year and 3 years 4
Between 4 months and 1year 6
Between 1 month and 3 months 8
Less than 1 month 10

If the product is model dependent for Vetted through independent audit process z

pricing or valuation purposes, the extent |andin Eeneral use

to which the model is used across the Used by manvtradinginstitutinns 4

industry Used by some reputable trading institutions 6
Used by few trading institutions 8
Mo other known users 10

The manner in which the product is traded |Electronic 2
Hybrid (electronic + floor / voice-based) 4
Floor / voice-based 6
Ower-The-Counter (OTC) 10
Other 10

Source: Allan D. Grody , et al, 2011, op cit, p20.

«market EUF Geudl jhlad oyl Jalse alasY ulee 4 aag a8l Galid) Jeaall (e Jaadls

GsS ed e D i) sae IS 1305 2 (gobon EUF ()58 Ao Asm Jlaad gaisall S 138

EUF (55 2 ool EUF 5% ¢l 1<) ginall 1ags palial) iy oIS 1305 <10 g5l EUF
J(14 =2+ 10 + 2) gsend) (g5l geinall

3L Wiasd ally ((NSFR) jiusal) Jysaill donaity L5 i) (Sad cllppudl haliey (letiy Lt Ll
) e Aigma 158 Csllaall Jypaill 3 LY (gsise Jiay cdole Lpusill o2 aleat 3] 3

) g LY (e 3y 5al
Kiran J. Fernandes, et al, 2013, op cit, p19.
2 BCBS, 2010, Basel llI: International Framework for Liquidity Risk Measurement, Standards and Monitoring,
Bank for International Settlements, 2010.
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(Aael) Zausl ) A gpudd) ylaliay (lay Lo 3k Al i Agans i Apuatl o8 4 Loy ¢ il
Jalse (wan) Glus 3 lealatin LaaSiy calsall 20 (i (Say cBidic (Jpual) 028 b
JEUF Qgd) hladd oyl
Claad Ly ala ) (S Sy 3l 3y Aslhaall fiad) Jysaill dalse JEI Joanll iy
:EUF gl lalid (el Jalse

305k g Agtiaal) Eiuall Jagall) Jalse (4-2) o) Jgaad)

- Cash

- Short-term unsecured actively-traded instruments (< 1 yr)
- Securities with exactly offsetting reverse repo 0%
- Securities with remaining maturity = 1 yr

- Mon-remewable loans to financials with remaining maturty < 1 yr

- Dbt issued or guaranteed by soversigns, central banks, BlIS,

IMF, EC, non-central government, multilateral dewvelopment Sag
banks with a 0% risk weight under Basel Il standardised
approach

- Unencumbered non-financial senior unsecured corporate bonds
and covered bonds rated at least AA-, and debt that is issued by

sovereigns, central banks, and PSEs with a risk weighting of 20%
20%; maturity = 1 yr
- Unencumbered lizsted equity securities or non-financial senior
unsecured corporate bonds (or covered bonds) rated from A+ to
A maturity = 1 yr
S50%

- Golkd

- Loans to non-financial corporate clients, soversigns, central
banks, and PSEs with a maturity < 1 yr

- Unencumbered residential morigages of any maturity and other
unencumbered loans, excluding loans to financial institutions
with a remaining maturity of one year or greater that would B5%
qualify for the 35% or lower risk weight under Basel |1
standardised approach for credit risk

- Cther loans to retail clients and small businesses having a 85%,
maturity = 1 yr
- All other assets 100%

Source: Kiran J. Fernandes, et al, 2013, op cit, p 20.

! Kiran J. Fernandes, et al, 2013, op cit, p 20.
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Sidl Jigatll Jalse Jiai 3 O3l Lo dibide s aow Sl o ass ol Jeaall ¢
ls= ) foen d O )5 e

%100 5 %0 Cm 7y «(Basel Il Required Stable Funding Factors) 4 slaal)
tembaY) Sl Qlus 488 (e Aale syks U JSA a0y «Goludl apel) e 2l

Jall) [ pmaladl) JBAY Gl (1-2) 8y JSil

Value Table

Transaction Value Band
Value Weighting (VBW)

p EUF Inherent Risk
Tables RUs

Processing Inherent Transaction
Risk EUFs Processing Risk
Credit ]

Market
| nt Market Risk
Liquidity . :
% Risk EUFs Inherent Liquidity Risk
Interest Rate Interest Rate Inherent Interest Rate
Risk EUFs Risk
Conduct .
% N Inherent Conduct Risk

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p28.

5 illaall (inherent market risk) Zulul) 2 sul) Shlaall o (Golall JSE1 (e Jaadl
éiy o(market risk EUF) @gudl jlaladd (il Jalay VBW 2lalaall dad ()5 capa (o
Slo s Ohlad) glsl e g5 JU i) jladl) aaatys L llaal) Bl )
e AW dengall Al g ) el el Lﬁi ¢(transaction) Ll wh‘ﬁ\ hall

cAlalzall 022
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Wb iy oAigige dplas od aladinly oiid) s (fransactions) cdlebeal) o gaead L
cCipadll 3 °SCA _ulidll cillual)l Llisy (GAAP — IFRS £ duulaall uled) s20as

clatinall e A8 gial) cllual) 8 GlSpay HEGY) iy 8 cillia Gl A lual el

ail) 3l sl s 2y Jllys value table dadl) Jsas 33y ziiall dad Jlea) il iy
EUF Jsa transaction cdlaleally ddlatiall mitall laldse lew Jayy oy @) a2yg VBWS

Stransaction Alalaalls Lk «leaSliig EUFS aaat iy 5 ey . oxiiall
RMI hliall Gidis e wloa—

Aladl) 2 DA e bl e casddll e duwiall 50 5538 e a1 ey
M5 cJenll ligKe zisad mpana agd Vsl ony ((RMI) Jhalaall Casas 850 agdly Aunsall
: ok WS *dodani 4s i

(laglaall cclileall) §gpiall Joual slus IS cussall Auaig] Lulad) Gl Sl Caual
Calaal pe 3855 ) e glaall Gua gl S5 Aty e JS 33l JleeV) DA e o(a)3Y)

M) Cila il g

Jalas ay o gl il duulae 46yl ity cJoad) cilisSe 3l pa halaall dulae G350
il ) Jia Al ¢(business components) Jaall clisfa ) Leldat (gyay Al Juadall A
cAgmayall Gkl dagag ¢ Hhalaall 3)laly ((operations—cilideall) clabeall Aallas 3 ag8 Al

S A, ) ) e Jasd) il S Caatty 22 Jad) dadail dilua

.fransaction processing <dlalaall Aallas (1

Al Sllia day 50l ol daa llua 0S5 e L) YY) i
? Standard Chart of Accounts.
* Allan D. Grody & Peter J. Hughes, 2016, op cit, p28.

3 Dodani, 2008, "The Architecture of Business", Journal of Object Technology, vol 7, no. 4, pp 43-50.
>Kiran J. Fernandes, et al, 2013, op cit, p 23.
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.data management <Ll 3y (2
.core applications management il calanlal) 3l (3
.Risk Management hlaall 3,4 (4

b€l 4l Wi cbusiness components Jaall cili€a e sSe JSI RMI Gl Al
1%‘ M\ LS‘}:\-HN LAQ RMI k._lt.u:\;\ e...\:\é ‘CQQ\A Qu\ :\éjlu 2_;\5 . . -, “ M‘

.(operational process)

Alie Bph e dllyy (daall @liSa o 58 JSE RMIE il cadas jh5e Gludal S
best practice scoring  cilujlaall Juady dyjlea il reo Jdeadl DSl dladl) Al)
Oo a2l s Gulie lldg RMIE Glua b Lealasind S5y ) sl )45l dtemplates

2100 a5 0

«(people) (alasl) : as Al BIS, EOB jlalia) Cagias L 2y ) Jeednll A4y Jedi
Ay B hladl Cagas dlled aiasiy L (COre application) duuluY! cilinklls «(data) <l

Plad bl ey Jrl)

< Lgallass lode Aasal) 5 dalleall dlgiall cDlbedl of o SUI e L) o
M\ ‘)LIA.A (g L ELY) ‘w’\ d&.u,\j “_wh.d\ Qé}l\ g;} caﬁ.lg} 66\3} (Taa

.(Processing Risk)

dlee S g4iaty (Operational processes) dlais Slle (business component) Jae (8a JS aa 22 :
gy eagal Aaladil) iVl ujed Cipeadl &= -(operational activities) alaiall i) (e degena o Al
Jladl Ll PIA Ga ¢ painall il puiadls cJanll gonnasar paite olydy DVl clld; ALyl o3gd oyl

g Angiall il il iy clelidaiy
% Kiran J. Fernandes, et al, 2013, op cit, p 24.
* Allan D. Grody, et al, 2011, op cit. p24.
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JS8 Lginbiy clelsm il dlae) Sy (Al e Algie dapd S LS Il yaat e

-(Quantification Risk) _uldll jhlis auiy (rana

S5 it ey (paxind O L) Al e (s ¢ Glaliall e gie Gl 2y Jing
U8 s i cllyy closas Al (ol chspall Balal) Al 8 deadl <Vlae (g0 Jlae
(best  clujladdl Jumdl QI acags el Jaall Gl o g€a € Cinashy A
Dy o) elgiaay Al Ahadll eV o sSall 13y daleiall practice score templates)

Vi) dallae 5y50 DA Sl 138 Jae api ) ALY

2 Jell e (g (g5 JSI AU dpall 335 RMI Gl 2

Y(BPSTg, g X BPST,y,.9X RU yp)
Y(BPST 419X BPST y1.o% RU )

) s
* RMl is the Risk Mitigation Index
* BPSTsis the Best Practice Scoring Template category scores
* BPSTwis the Best Practice Scoring Template category weightings
* BPSTmis the Best Practice Scoring Template category maximum score (100)

* RUinnis the amount of inherent Risk Units

Ayl Gl aparal o Ca Alaiil) 2l Jee U e bl auii RMI Ciluad o304
A5 5)aY) JSled Bl Cilendl (snany Opaite ohpd pe skl cluleall Juady
shse olua L€ 0 A maagyy . el Q) Dllaa) Qi Lede slae¥) S5y

lalaal) e

! product end-to-end processing cycle
% Allan D. Grody & Peter J. Hughes, 2016, op cit, p41.
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Inherent Risk

RUs

Processing Risk

Inherent Credit

Risk

Inherent Market

Financial Risk

Risks Inherent Liquidity

Risk

Inherent Interest
Rate Risk

Inherent Conduct
Risk

Inherent Transaction

Best Practice Scoring Risk Mitigation Index
Templates (RMI) Zeroto 100

Operations Operations
RMI
Reference Reference Data
Data RMI
Core Core Applications
Applications RMI

Interest Rate
RMI

Interest Rate

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p37.

shladl St RMIE Claa Jal e cilujled) Jumdl il o530 4df 1ol ol JSal)

«(operations) llaally (ala Joy) allall el & A (processing risk) auluiall

Ll ikl gala 5al) «(Reference Data) duxajall bl pala Sl

IS llaal) Jumdy QI o503 Al haliddl Glay eY1 i, .(Core Application)
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:(operations component) Gilideall (38ay (aladdl Q) lajia miagy Gl J<all

cllend) 0380y dualdd] clojlaal) Juab cilid (3-2) a8y Jsil)

Busineds Recovery ~
Risk Awareness
Performance Monitoring
Logical Access Mgt
Wault [Custodial) Mgt
Palicies B Procedures

Bt Practice Cxtegories
Control
Paople
Exmcution -

[Execution: kevel of automation s,

manualwarkarounds; levelsaf repar A

rates; and the stabiity of core ~
appliationis). ##r’f
Lewelof automation ﬂﬁu:
+ 100 score Lﬁznl‘m:ﬂm]
v Tois

. 50

v 2% score 25

o

A M scone pero

Average percentage of input rejection |/
repair:

+ [F scone 100 | Best Practice]

5% score 75

10 score 50

5% score 3%

50 scone pero

Wumberof cone system failuresinyear:
*+ Mone score 100 {Best Practice)
1score 75

Lscore 50

4 srone 25

> 12 score rero

Business Recovery: continuation of
operations at an alternative site ina

timeframe that is acoeptable
Best Practice score 100

Deduct following scores from Best

Practice score if staterment does not

IRl

+  Recovery orreactivation at alternative
site in acceptable tmeframe | 100)

¢ Formal business recovery plan | 100}

+ End-to-end disaster simulation | 75)

+  Plan complete and comprebensive
(30}

+  Supervisary reviewof plan| 20

¢ Keyemployees fully briefed [15)

+ Keyemployees active participation in
disaster simulation [10)

+  Business recovery specialist review of
plan (10)

+ Keyemployees' contact details curnent
(5

»  Notification test performed [5)

+ Keyemployees ready acoess to offsite
opyof plan 5]

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p37.

O3S Adaiyall Glujlad) Juail i it as dllia o ((3-2) a8y Gl J<al (e Jaadls

Pty «lalall

.(control) Luzll -
RS
.(Execution) sl —

Janl salaii)  —

(Risk Awareness) jhladll &) -
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(Logical Access Mgt) ahidl Jsadll 55la) —
Al 5y -

el cilulad) -

138 s s bt asty (10 I 1 e a3l (pald (py5 48 J< G Balaadl KA e aadl LS
.(stress conditions) Jlgay) sy ka e Jaladll die 358 JS e sldie¥) Anpa e ol o)l
o3 o gim 1305 ¢(10) a5 Aad Sk ppumass 5 cdudilly 3V Tpal) b o aas i

ol (3l Cins Jal e calga) Gagpla b Sadie IS Jaxd of qang el

:residual risk AL jbil) Qlua-o

bl ) 3l s sl ¢(inherent risk) !

2406 Zapall 385 (Residual Risk) agall jhall Clus S

| 100-RMI |

RUgee = ‘ 100 xRU

' Allan D. Grody & Peter J. Hughes, 2016, op cit, pp 37-38.
2 Allan D. Grody & Peter J. Hughes, 2016, ib id, p41.
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el Jhal) Clua (4-2) oy JSal)

Residual Risk
RUs

Residual Operations
Risk

Residual Reference
Data Risk

Residual Core
Applications Risk

Residual Credit Risk

Residual Market Risk

Residual Liquidity Risk

Residual Interest Rate
Risk

Inherent Risk Risk Mitigation Index
RUs (RMI) Zeroto 100
S 100=RMI (%)
Operations
SIS 5[ T00-RMITH)
CHon | Reference Data
Processing Risk
- 100-RMI (%)
~|  core Applications
Inherent Credit ~ 100-RMI (%)
Risk - Credit
Inherent Market - 100=RMI (%)
Risk - Market
Inherent Liquidity -~ 100-RMI (%)
Risk - Liquidity
Inherent Interest ~ 100-RMI (%)
Rate Risk “|  InterestRate
100=RMI (%)
Conduct

Residual Conduct Risk

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p39.

bl dulas lgle gohti S GEDEN Lud)l) Gunlidl o 2D Gl J<E W
O By adaind ol alls ¢ lal) laall e eiadl e ey Ay ¢ AL Hlaal) Gl 34,
Aldinal gyleal) Jiey sqd Millyg casins

A0 L e (e 2 Y 4 aa B b s g

Aadaill Gl e slel aag Y 3 cidane Lesf o Sl Gulad Al 2 o e

O i Las copaitg ehyd Slaalus 710 & lele adias ) Cllsally Jglaally 3aiedl)

! Allan D. Grody & Peter J. Hughes, 2016, op cit, p47.
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Ao sgde dilajia deag Laa ¢ phlaall (b sl il ol (8 (piadia a8 )S85 agiéyee
(risk mitigating lalaall Cadds aplie paas e 350 3ylay) o ¢<ing L denll AL,
el s cila i e alde Y 3,500 projects)

bl el Glea Gllee eha) & Gua caulid)l Cigll b )El Zls) 2y e
dae) ey by dplad) il 8 cDlaadl Jeaad vie RUS jladll cilas g
.(real-time or near real-time) las Ji jualy Jf Jaal 05 gie yla)

O el e V) Ly cJadlly Agad) hlaadl llaall il Glles Jic e
cepeaill AL RMI lalad) (o pige clajie 5l ¢ jhadd) Cilaa gy Aulial) cilajadl)
ceDanlly cadsalls ¢ hlaal gsiy chabiiall Jia cAilide Gl e lgmaead (Sa gl
Glusall sl Al (as AEall ALE Glajaad) s2a ol LS LA L ol
Bange Qllgdy Jolan Galai S o Aayyd Al

Mind anlie p235s Hlalaall diulae oY ¢BESl AL (S lasaall gli il i e
(2 sall) (oolmad) Ll e

sl dpalas dagie cilajda oo g ilad (G

L (Al s L) Shlaall GulE s Shlaal dlae dngie o oulul) i o
led gyt A hladl g1l JS uls ) (& Ol (e dagliie PA (e )Y sae b
i A Y el Gt o3 (el laall) wled) ladll aaan ol il Al
fanlae zeie Clajie oo Danpias o b Laidy  Jlad JSa lalaall 3l ddee b (L)

HRVAEOA|

el s jhldal a5-1

yhlaal daulas Lngie s 53 Qhlaall i e riges JU Jsaall Jiay

Y Allan D. Grody & Peter J. Hughes, 2016, op cit, PP 42- 44,
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i) e jhaldall 5 7 igad (5-2) ad) Jgaad)

- é* X
Total : g % ;E,, .;; E Actual and Maximum
All Products E - 23 I Aggregate Algorithms
2= 2 £ S
FX Forwards 1,092 726 299 | 58,711,787 80,856,680
Commercial Loans (Secured) 1,754 70.1 524 | 25,482516 36,350,420
Fixed Term Deposits 351 74.2 91 13,415490 18,090,000
Repos 513 73.2 137 16,574,490 22,636,800
Cross Currency Swaps 1,454 74.1 377 | 80,002,908 107,989,200
Futures 1,571 72.0 440 113,501,524 157,708,200
CDOs 5,218 69.2 1,608 169,255,839 244,612,500
Equities 1,390 716 395 | 77,599,640 108,369,400
Fixed Income 2,550 716 725 139,169,984 194,420,980
Payment Orders 162 73.9 42 10,110,420 13,672,800
Total 16,057 71.5 4,580 |703,824,598 984,707,980

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p42.

e g OS e goba Log ¢! Cijladdl aal gl A pad) cilatid) gl JS Galadl Jpandl

hall aaa ae Byl cilelad (oS ((Sae Hlud aadl) ol ladll e cilatiall o3a

IO el phall aas Joaall o3 sy Jlls lalaall Cauidd jise DA e oula]
Aldaa) Byleal) Jiay alls caiia

16057 iy daa cclamial)l JSU abul) Sladll apead Say a3l cGiladl Jsandl (e Jaadl LS
ol Bans aladin) G clatial) JS) culal) hadll apeat 41K ea Cum ¢ had B

.(RU) ‘)LAJ\ 3.3;} ‘é.éj MJL\’.&

i an i) Wi i jall 5 s 5 Jglaall sda ) sl il
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cdgalsi s ol Slal aas Gijee (Jstall 13 DA Ge ) Bl 3] ko 13
LU Il laie auan s case Cadsil) e g8 525

clolaall Juadl clid Cuua haliall 852

e Qg e daii Qhlad) glsl e g U< (BPST) clujladl Juady (il 5k
AT G (672) &) saadly « Shlaal (e g IS Al A iy ¢ lalaall ¢ )l 08 qanlss

) 138 8 4l Jeasil 25 L

llaal) Juadl cullgh (adla (6-2) ad) Jgand

* Internal Contral Operations Market Risk

People . Vault{Custedial) Management «  Trading Limit Administration
Execution Reference Data . Market Data Analytics
Business Continuity . DataQuality Management Credit Risk
Risk Awareness +  Unigueness +  Credit Assessment & Approval
Perlormance Monitoring . Vendor DataServices . Credit Quality Assurance
Logical Access Management Core Applications Liguidity Risk
Policies & Procedures +  Systems Maintenance « Liguidity Buffer Management
Madel Management +  Migration & Aceeptance Conduct Risk

. Vendor Management «  Product Approval

Interest Rate «  Ineentive Programs

Interest Rate Exposure Mgt «  Customer Profiling

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, P 39.
fale I Y Aslayly ¢ i) g )l JS1 cilislaall Juad 44 Cllsé (6-2) a8y Jpandl
NS NEGA PN RSP
best cluylaall Juail il Cava alie 4y ¢ Jhalaall ) Ge z3sai (7-2) &) Jsaall Jiag
1(5-2) ad) Jsaall A Jad) g8 LS misall s il s cpractice categories
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Glajlaal) Juad] cilid Guun Jhalaall )85 7 dgal (7-2) a8 Jgaall

iz £= I3
Best Practice ; g -E’ E Eg .g Actual and Maximum
Categories g x =X B ¥ Aggregate Algorithms
iz 32 &
= [

Generic
Internal Control 1,801 75.6 439 83,524,430 110,427,330
People 2,547 72.7 696 113,544,897 156,214,350
Execution 2,432 59.4 983 88,525,192 149,119,960
Business Continuity 1,503 87.2 192 80,394,159 92,163,250
Risk Awareness 1,439 68.7 450 60,620,221 88,231,270
Performance Monitoring 1,418 67.2 466 58,416,476 86,964,200
Logical Access Management 1,039 68.6 326 43,747,983 63,744,080
Policies & Procedures 610 76.8 142 28,707,808 37,398,900
Model Management 87 47.4 46 2,515,905 5,310,180
Technical
Processing
Vault (Custodial) Management 619 100.0 0 37,925,154 37,932,200
Reference Data
Data Quality Management 256 64.6 91 10,162,090 15,725,700
Unigueness 103 479 53 3,012,858 6,290,280
Vendor Data Services 103 79.6 21 5,008,378 6,290,280
Core Applications
Systems Maintenance 705 67.3 230 29,100,920 43,212,400
Migration & Acceptance 705 65.9 240 28,471,635 43,212,400
Vendor Management 423 82.6 73 21,423,009 25,927,440
Market Risk
Trading Limit Administration 29 £69.8 9 1,231,950 1,765,800
Market Data Analytics 17 61.0 7 646,776 1,059,480
Credit Risk
Credit Assessment & Approval 39 34.0 26 814,210 2,397,200
Credit Quality Assurance 16 33.4 10 319,800 958,830
Liguidity Risk
Liquidity Buffer Management 34 75.0 8 1,559,775 2,079,700
Conduct Risk
Product Approval 43 51.3 21 1,352,250 2,635,500
Incentive Programs 34 43.0 20 906,540 2,108,400
Customer Profiling 34 38.9 21 819,380 2,108,400
Interest Rate
Exposure Management 23 75.0 6 1,072,800 1,430,400

16,057 71.5 4,580 703,824,598 984,707,980

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p43.
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.business component Jaall culisSa cua aniall jlalaall 585 (8-2) &8) Jsaall s
Jard) ciligSe uua jhlaal) )85 7 agad (8-2) a8 Jgaad)

2 2s zz
TOtaI e :a é_ _g :E, Actual and Maximum
All Products s = o % Aggregate Algorithms
- %2 iz
= [
Processing Risks
Transaction Processing Risk
Product & Service Pricing 1,186 66.8 393 4,755,860 7,116,000
Deal Structuring 1,186 e0.7 466 4,317,040 7,116,000
Order Management 4,420 65.2 1,540 17,281,418 26,518,800
Pre-Trade Validation 4,420 70.0 1,326 18,563,160 26,518,800
Quote/Price Manage ment 5,586 70.0 1,676 23,461,620 33,516,600
Trade Execution & Capture 4,916 79.2 1,024 23,352,425 29,497,800
Cash Management 5,748 68.0 1,839 23,452,248 34,488,600
Trade Confirmation & Matching 4,916 56.0 2,163 16,518,768 29,497,800
Position Control & Amendments 4,916 79.7 1,000 23,499,914 29,497,800
Transaction Reporting 4,916 70.8 1,434 20,894,275 29,497,800
Credit Limit Monitoring 4,916 85.2 729 25,122,293 29,497,800
Trading Limit Monitoring 4,916 86.7 656 25,564,760 29,497,800
Trade Settlements 4,916 85.8 696 25,318,945 29,497,800
Depot/Custody/Collateral Management 4,636 64.5 1,646 17,940,546 27,814,800
Loans Processing 265 53.4 123 848,834 1,588,800
Payments 5,748 92.5 431 31,901,955 34,488,600
Mostro Reconcilement 5,748 91.7 479 31,614,550 34,488,600
Trading Account Reconciliations 4,230 67.2 1,389 17,044,885 25,377,000
G/L Proofs & Substantiation 5,748 86.3 786 29,775,158 34,488,600
Management Reporting 5,748 64.2 2,060 22,130,185 34,488,600
Regulatory & Extermal Reporting 5,748 62.0 2,184 21,382,932 34,488,600
Transaction Processing Risk 5,748 T74.6 1,457 424,741,771 568,983,000
Data Quality
Client & Counterparty 5,748 63.9 2,073 20,578,198 32,189,360
Market Data 4,230 56.6 1,835 13,407,515 23,685,200
Products & Instruments 5,748 88.6 657 28,510,576 32,189,360
Data Quality 5,748 71.0 1,669 62,496,289 88,063,920
Core Applications
Client & Counterparty Data 5,748 78.9 1,215 28,108,209 35,638,220
Market Data 4,230 54.5 1,924 14,295,710 26,222,900
Products & Instruments Data 5,748 66.6 1,919 23,739,653 35,638,220
Trading System 4,392 48.4 2,267 13,174,500 27,227,300
Global Loan System 265 60.6 104 995,648 1,641,760
Funds Transfer System 5,586 65.8 1,210 22,791,288 34,633,820
Global Nostros System 5,748 88.1 686 31,384,626 35,638,220
Global Ledger System 5,748 60.6 2,262 21,612,856 35,638,220
Funding & Liquidity System 5,748 76.6 1,344 27,303,475 35,638,220
Core Applications 5,748 68.5 1,813 183,405,965 267,916,880
Total Processing Risks 5,748 72.5 1,580 670,644,025 924,963,800
Financial Risks
Market Risk 1,766 52.8 834 5,776,616 10,947,960
Credit Risk 2,397 51.8 1,155 7,450,546 14,383,200
Liquidity Risk 2,080 62.9 772 8,110,830 12,894,140
IRRBB 1.430 61.9 544 5,492,736 8,868,480
7,673 57.0 3,302 26,830,728 47,093,780
Conduct Risk
Conduct Risk 2,636 50.2 1,313 6,349,845 12,650,400
Total Product Risks 16,057 71.5 4,580 703,824,598 984,707,980

Source: Allan D. Grody & Peter J. Hughes, 2016, op cit, p44.
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Product\ Interest Processing
Credit EUF Market EUF Liquidity EUF
EUF rate EUF EUF
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Product 2 4 - 6
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Transaction volume Value band weight
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EUF VBW Inherent Risk
Credit Risk 4 17.6 70.4
Market Risk 6 17.6 105.6
Liquidity Risk 4 17.6 70.4
Interest rate (non trading) Risk - 17.6 -
Processing Risk 7 17.6 123.2
hi 3225 369.6
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PRODUCT 2 Oralia 48,30 (g5l (a8
EUF VBW Inherent Risk
Credit Risk 6 7.1 42.6
Market Risk 5 7.1 35.5
Liquidity Risk 4 7.1 28.4
Interest rate (non trading) Risk - 7.1 -
Processing Risk 6 7.1 42.6
b 3aa5 149.1
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clilacalls el sgll 3))) Cileagival 3]
Cilaluall 4 g ALty asaal) 48y
Slaally 7Y e il | cDlleal) Jsa gl dlac)
Duanil) D Lalrall A

il 30

A5l dagal) o) il Cilatiall Glily Ml iy
Gl il Gleadl) clily Crmadliadl iy

Lealud) ity 5

il Janl) ol llual) Jans ol JIsa¥) Jysas ol
Jasailly A gad) ol

sl 3l
Jul oy ) Ail) Aayal hlaa) yaas
il jhlae Jila sileal) iy unniilly il
shlaill LY ylalie 3 bl #ila Ll il sy liaaal) 351
sl Hhalaall 5 2¢al) cylaal

L paal) Cijlaall Abail) Aipd) Auh Jo slaicYl Lald) slas) @ juadl)

Cpladll o Gl 2 Leylaly i) lewliy Gl Lag 4l V) calall elid dpagadll asy dsag ae
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Ll Jyaadl 353l Jaall cilisSa (e sSa JS1 A il 35 RMI Gl Sy

Y(BPSTg, o X BPST,y,9X RU yp)
Y(BPST;;.9 X BPST 19X RU,yu)

RMI =

slanall (331 ae (BPSTs) ciljleall Jumdl culial edl) adlsll (et il 353 anel Tyl
dae) Jal e o hladl Casss el dualml cd e sldeV) S ((BPSTy) 4 (<

A sl 3 Ll

2400 Zapall 38, 6 (Residual Risk) add) jlaall Clea W

| 100-RMI |

RUge = ‘ 100 xRU

tdand) cligSa Gua jhldal) 480 dlac) .3

Dlall Clus ) 48l oGl Caidd pdse; wlad) laall Glus @l 13 el
\.'Ms} ““’J).M:' )".5)9" ‘;5 ).J)Gﬂ\ XYY —— A (;.1 (g ¢Baa u;J‘; c_\.m X ).1“)3.1 J\..\c-;\ OSA.\J ¢ ,A.u.d |
Aayg de g clgd Gy ) laliall aaa 8 il e @ DUV 5oyl e S eV

'Allan D. Grody & Peter J. Hughes, 2016, op cit, p41.
’Allan D. Grody & Peter J. Hughes, 2016, 1b Id, p41.
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tJ oY) ilall Jand) cliga caun plalial) &5 —f
ten) s o @l g (J5¥) ginall lalaad) 8 G Jsandl ey

J¥) itall Jand) CligSa ruan jhlaall 5 (8-3) ad Jgaad)

Product 1 Risk Report

Date: 02/01/2019
¥ . ¥
3 g 3 T
3z S 5 £z ]
T: § % -:E: X - § — product 1
3 =
Processing Risk -1
transaction processing risk
42.50 65.5 123.2 SO lalaal) audats
55.44 55 123.2 Giladiall § Gleadll yeud
39.18 68.2 123.2 Joaall 5 )y
68.99 44 123.2 Glea gl 3
41.76 66.1 123.2 Aty 2 sanll 48 5
28.34 77 123.2 Chalaall J s & Slac)
55.07 55.3 123.2 O lalaall 28t
67.76 45 123.2 ALY Galia cileaa
17.00 86.2 123.2 <l gl
14.78 88 123.2 Cladall
74.04 39.9 123.2 Clilanall 5 il sgdl 3))
62.59 49.2 123.2 lall 4y g
31.29 74.6 123.2 dd) 5 2 LY (e (Sl
41.27 66.5 123.2 ) IV |
27.60 77.6 123.2 Apapanill g doa JAD) sl alac)
53.59 56.5 123.2 32y )l Slac)
68.25 44.6 123.2 sl 5 a8 gall Jasa
789.47 62.00 2094.4 (1) g saxall
46.8 62 123.2 transaction processing risk
data management
54.82 55.5 123.2 ¢ Sanl) il
41.52 66.3 123.2 Cpmadliall ULy
67.39 45.3 123.2 ladial iy
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28.09 77.2 123.2 Cileaall il
55.07 55.3 123.2 Jagal) Cilaay) iy
65.79 46.6 123.2 G gaal) Uil
312.68 57.7 739.2 (2) £ 5axall
52.11 57.7 123.2 data management
core application risk
55.44 55 123.2 JIsa¥) Jy g allas
67.76 45 123.2 il Ja s
41.89 66 123.2 il Jasll ol
27.10 78 123.2 U sall 5 A1 gl olss
192.19 61 492.8 (3) . saxall
48.05 61 123.2 core application risk
1294.34 61 3326.4 (3)+ (2)+ (1) £ san) i
48.05 61 123.2 Total Processing Risk
Financial Risk -2
23.94 66 70.4 olaiy) lalae
30.62 71 105.6 Goudl Hhalia
18.30 74 70.4 Ul Hhlas
) (non trading) sl klia
72.86 70.4 246.4 Total Financial Risk
120.91 67.3 369.6 Product 1 Risk

JuSY) aliy Glajie Je alaie Yl cdialll slae) @ jaadll

tob L bl Jeaall e Baadls

Inherent ) Jsiill jhlie sen e «shd 3aa5 369.6 allly misall wlul jhall oy
= 246.4 + 123.2 ¢l ¢(Inherent Financial risk) 4l hlidll s (processing risk
.‘)Li 'E..\A} 369.6

Dbl Cadas (Capadl Bl aobiiady ¢ yhad an5 369.6 g5l J5Y) itall Lulal) jhaall ¢
Aladl) g3y DA e @lldg o Hhd 325 248.7 = %67.3 * 369.6) &l %67.3 Ly
(S Lhall i s o(sha sasy 120.9 =248.7 — 369.6) Lin o 8 bl

Aldiaal 3yl Jia o g)al sl
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Clea (Kay 43l (JlaeY) clis€d RMI hlaal) Cagas pdigal dpcal i) clpaii aladiny Tk
elilal) 5)3) ccilleall Aallas) 43 J<VRMI s die 4150 ollia oK1y Alsgun L)l
oball dad e alae¥l iy b clpaliil (e Y Cua (Al lalaall i) caliylal

tlAl e L Lags i JS 8 Basmsall JleeY) i al ) jladdly ol

sl Cidds jd5e lua (9-3) ad) Joaadl

Sl RMI ) haall core application risk
55.44 55 123.2 I st g ol
67.76 45 123.2 Glbaal) Ja oUas
41.89 66 123.2 =il Jaal) alas
27.10 78 123.2 gl 5 A sl allas
192.19 61 492.8 £ gaall
48.05 61 123.2 core application risk

(8-3) ady Jsaall e alaic WU Eialdl dlac) 1 jaadll

ATl 200 Aapall 335 Al Jladll ded Clus (Sa

(Dbl Cads yise— 1) * awludy) jhadll = sl )

sha3aa5 55.44 = (%55 — 1) * 123.2 = _aadl jhall tans bl Jpaal (e
() sl + sl jladll) — 1 = jllidl Cadds s

Core Application i) cliphill 25l Hlalaall cadds yise clus dal e (Sl

Al Al B85V aadiis
(%61 L;T Aagie dpd) 61 = (492.8 +192.19) — 1 = Lhlaall cadds yise
:Financial Risk 4l jhlaall jlaliall cadds e clua (Say cdiplall s aladinlyg

(%70.4 s chasia i) 70.4 = (246.4 + 72.86 ) — 1 = Lhliall Caiti i3
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t AU il Janl) @ligSa uua jhldall p8i-a

S ziiall Jaad) cligfa uua jhlia 85 (10-3) &8 Jaadl

Product 2 Risk Report

Date: 02/01/2019

T:“ é 5 ge’o E g é product 2
2. - 2E i
g & : £E
Processing Risk
transaction processing risk
14.70 65.5 42.6 SO lalaal) aadats
23.69 44.4 42.6 latiall g laddl) s
14.36 66.3 42.6 a5,
10.74 74.8 42.6 Glea gl 3
9.71 77.2 42.6 ALY 3 sl A8 e
9.80 77 42.6 Chalaall Jsa & Slac)
19.04 55.3 42.6 3 alaall 2858
23.43 45 42.6 ALY Gualia cilead
5.88 86.2 42.6 <l gl
5.11 88 42.6 Cladall
25.60 39.9 42.6 Clilaall g il sl 5 1)
21.64 49.2 42.6 ball 4 g
8.01 81.2 42.6 dd) 5 2 LY (e (Gl
14.78 65.3 42.6 S anll
9.54 77.6 42.6 Lalatill g Ao Jlad) &l Slae)
18.53 56.5 42.6 32y )l dlac)
18.79 55.9 42.6 a5 a8 sall Jasuia
253.34 65.00 724.2 g saaadll
14.9 65 42.6 transaction processing risk
data management
14.40 66.2 42.6 & Saall il
14.36 66.3 42.6 Oadlial) iy
23.30 45.3 42.6 Clatiall iy
12.27 71.2 42.6 Gleadd) il
19.04 55.3 42.6 Jagal) EilaaY) iy
23.22 45.5 42.6 G gmal) Uil

133




106.59 58.3 255.6 g sanall

17.7 58.3 42.6 data management

core application risk

18.79 55.9 42.6 Ol 51 g3 ol

23.43 45 42.6 Glluall Ja oUas

14.78 65.3 42.6 o )l Jaall alas

13.16 69.1 42.6 sl 5 &) gl s

70.16 58.8 170.4 g saaall

17.55 58.8 42.6 core application risk

430.09 62.6 1150.2 £ saaalf

15.9 62.6 42.6 Total Processing Risk

Financial Risk

14.82 65.2 42.6 oty Shalas

8.80 75.2 35.5 Gandl Hhlie

7.95 72 28.4 gl Hlalia

- (non trading) sl Hhalis

31.6 70.3 106.5 Total Financial Risk

47.5 68.15 149.1 Product 2 Risk

Aall) slae) 1 aaall
ol Lo Gilad) Jpanll (e aadls

Inherent ) Jsiill jhlie sen (e «phd saay 149.1 flly misall wlul jhall oy
= 106.5 + 42.6 :¢f ¢(Inherent Financial risk) all ,hklid) ~e (processing risk

. b 3084 149.1

Dbl it cCipaall 3yl aabiids i sany 149.1 sty JsY) mitall uluy) ladll
Aladl) L3yl P e &lldg o shad 555 101.6 = %68.15 * 149.1) f %68.15 sy
S shall B ay o shd 3aa5 47,5 =101.6 — 149.1) Ly g & Al a0

Aldad) 3kl Jia o g)al 55l
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) iiall Jaad) ciligSa ca shliall &i-c

G miiall Jaad) Cligla quun jhalia y 88 (11-3) a8 Joaad)

Product 3 Risk Report

Date: 02/01/2019

residual risk
(Risk Unit)

risk
management
index

inherent risk
(Risk Unit)

product 3

Processing Risk

transaction processing risk

3.65 64.2 10.2 SOl adats
4.56 55.3 10.2 Giladiall g leadl) ymud
3.44 66.3 10.2 daaill 5l
2.57 74.8 10.2 Giled giuwall 313
2.62 74.3 10.2 Al 3 gaal) 48 e
2.35 77 10.2 SOl J g ) lae)
4.60 54.9 10.2 el Luats
5.61 45 10.2 ALY Galia cileaa
1.88 81.6 10.2 Gl gl
2.35 77 10.2 Ciledall
5.58 45.3 10.2 Clilaall 5 il sl 31
5.18 49.2 10.2 Gilbbal) 4 g
3.44 66.3 10.2 Al Cl_;j\J\ O el
3.54 65.3 10.2 S laaal)
3.48 65.9 10.2 Apalatill 5 doa YAl ) alac)
4.44 56.5 10.2 3olaY) ol slac)
3.44 66.3 10.2 bl g a8 gall Jasia
62.71 63.80 173.4 g saxall
3.7 63.8 10.2 transaction processing risk
data management
4.50 55.9 10.2 & Sladl Cilily
3.44 66.3 10.2 Cadliall clily
5.58 45.3 10.2 Cilatiall il
2.62 74.3 10.2 Gileadl) cilily
5.52 459 10.2 gl Ealaall il
3.41 66.6 10.2 3 guad) Uil
25.06 59 61.2 g sl
4.2 59 10.2 data management
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core application risk

3.44 66.3 10.2 Jlsa) Ji s ol

4.56 55.3 10.2 bl Ja ol

3.54 65.3 10.2 sl Janl) ol

2.93 713 10.2 i saill 5 &) gl s

14.46 64.55 40.8 g sl

3.62 64.55 10.2 core application risk

102.23 62.9 275.4 £ parall

3.8 62.9 10.2 Total Processing Risk

Financial Risk

6.17 77.3 27.2 i) bl

4.37 74.3 17 Gl Hhalia

4.22 69 13.6 Ul Hlalie

- (non trading) sl halis

14.8 74.5 57.8 Total Financial Risk

18.5 72.7 68 Product 3 Risk

Al alac) 1 jaadl)

tol L Gl Jsaall e el

Gkl i) e Jsriill jlalie ges (o b sang 68 Aldls il uludy) jhaal)
b 318568 =47.8 + 10.2 :

((sha 3225 49.5 = %72.7 * 68) &l %72.7 dpuiy Hhadll Cagal Cayadl) 3] apkiinig
(b saay 18.5 =49.5 — 68) iy (pa G cdalsml Ll Aladll Hla) Pl e by

s sluall Jid (gl sl (S jhadll Jid ag
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el G jhalial) &5 alae) 4

'&)B_M GJ}JS\ kJ).-AAJ\ Lgﬂ c2019/1/2 as dﬁa dmub GJLM J.)J;j\ ua):;ﬂ\ e
: ) i) o Ll s dae) P& (el ¢ Jisaly

Tial) G Jhlall )85 (12-3) a8 Jgaad

el = (RMI) Sl s ipe | S a0 cilazid
(b 32a) (L 5a)

120.91 67.3 369.6 I il
47.5 68.15 149.1 I
18.5 72.7 68 A sl

186.91 68.15 586.7 £ sandl

(10-3) ¢(9-3) ¢(8-3) l,¥! culd Jglaal) e 2Ly Lalill dlae) 1 jaadll

A gman A paall (Jaldll) wluly) jladll aas o (12-3) a8y Jsaadl (e LoDl
il Jiay sy ¢yl 3an5 586.7 g5k 2019/1/2 as & Jasailly sylacll Jsal) Capuadll
Ly Lhladl cadds celaiad B Gapadl 3y o (Gl Jgaall e el WS
@Al Aldadl luall Jia Lo sas phd sy 186.91 wlul) jhall (e i35 %68.15

(DN Clatiall) 38kl Alaiy) cDLentll e daalily (Cyadll

9 LS capadll (o 380l Anlaty) EBeadll S8 maay 2019/1/2 a5 4l A5

A Jpaall (8 (e
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2019\112 8 5ydilal Aglaiiy) cdlygadl) 3kt (13-3) aby Jsaal

wo.d
2019\1\2 2018\12\31 okl
oSl cls Ll
4620426544 4620426544 e 4l allea
31757755208 21757755208 ol g g 8
5266985527 5266985527 i grna ol
24234908 24234908 Aae Adaa dvly lla
41669402187 31669402187 £ gaxall
3 yaall il all
o siall g
111242658 111242658 YTV H PRl VPN
2189909881 1439909881 aliig (gag 8
1607943051 1607943051 da grna Sl
5064899 5064899 Aae A Al Gl
3914160489 3164160489 £ yaxal)
38y
2148878165 2048878165 ol g g 8
305242 305242 Aae Adaa A3l llea
712829 712829 olati) alday
2149896236 2049896236 £ saxal)
47733458912 36883458912 5 bl dulaiiy) cibguidl) Mas)

(173) Jsaal) Je alaie YL Zalll dae) @ jaadl)

Sl A (e JSI bl g il aas  ALalal) alsll Jaadl ¢ Gild) Jpaall

o) il Cum g el Ll 50V Al 5 g 6 llhg iU ALY A il 3yl

coed 47733458912 2019/1/2 2 syl D Lgtl)
2018/2/31 4 <Dluedll dad e (.d 10850000000

s sale aglay)

Copadl) lgd gmdan Al lalaall 3ol ) dslady) cDlbeaal) 3 salll oda ol g

oo bd s 586.7 iy (delill) ulul) Jladll ana adil Cum oJysally sylaill sl

Sl ded do s G A Hled ol Al Jie sas 2018/12/31 muliy 4ased
. ha 3aa s 186.9 Al
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DBl aas aat 8 Qi) Aulas Lagie Lol i) Gl anlia aalus
Aaall Ll aas aan 8 oy AW dusssall ol e U (AW ey AL
Jaay ohladl a3 s Jalall o duugall 58 (e e @A) ) dlasal jiluall
Assall 5)3 (e mgidll sda 5 Ul Aldaad) 5)ludll dgalse dal e L8SN ClkalaaY)
oy o Bliall o 1 e 35 Anlll Glealls (Bl dal cilillie Y e 2l
I Mally pad) g Uil Ay dpliaind o iy 2 ¥ elgiphaind Jalls clella
ale

139



) Eiaal)

Glua,dl) [Lad)
ampe &5 gAlls ¢ hlaall Lulas meial (gylall SV e slaeWh dnl Gluajd L) L
gyl Cojladl e dgpdaill Auhall ¢ s b o gyl andll
AN Apdadl) AR Yl
ook Ak oo R Sy Jaldldl phadl) uld A8k GAlAs Y Y duddl
A o Al laall gal jlalial)
13 Gl AT o V) Al dnsgall L) (et U lalaal 0l caliae Tdalall laal) sl
csabl ISy il s aldl e calias ladll

g1 a g5i IS (i dal e sy alially unliall (e paall alaiinly bl Claal o i
LS cgan o lalaall oda e JS (bl aaly sl alasind 2y 88 1 Ll poapem Al jhalall
Jig Al bl e HESH Aping das o) meie say . Var I coglul aladiul xie Jla) s

bl (alE 8 gty il bl 8y

o 5 3 GBI QS Jal e sl ity Aages iyl Jllaal Ealae meie aiy Leiy

EUF jhlaall il Jalse waai (transaction) dlaled) 4ad sass Jolidll jladll

JInherent Risk wlhias e il el€l) laall 5 (wlull) jhall ff Jolall jlhdll Caay aladinl oSay !
Lol ) b el 13 cllagls gl K3 52

e
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) Bl 355 Al LssY,

AW GHOU (3ad Gam (b Anpde Tuelin A0 penl ey il (sasmd) san ol ol
(¥ I e d 500 Gpa 2w 2ie N2 50000) os-d 25000000 ddsall dad il
e lial) 48,380 agen Lalal) 400 culdand) Lyl

%0.04 = agull asl) Nilall Jass gie

%0.02 =kl

%0.14 = )kl )

POk B8y i dll (gagmall san el Ll (et Al lalaall Guld gl

(var I aladinly ) sew ol lpaniing ) jhaliad) (uld 3ayk : dgY)

halad) daulae dagie caes AN

var J) aladiuly jhlial) Guld : JgY) A5kl

AU D) aadis hall A peal) Ll Qlaal

VAR = volatility * probability (z value) * Investment amount

VAR = ¢ * normal distribution * Investment amount
(Mie %95) 48 Jlas die apball aisill * (g)baall GihadV) = jlaall L paal) dadll 24l
il e ] e @llag (%90 51 %99 38 Jlae aladiud (Say
:(z value = 2.33) o558 %95 48 Jlaw Ladie) 1Y) ¢ Jullg
o=d 81550 = 25000000 * (2.33) * %0.14 = laill iia jadl) dagdll
%95 Pha (ud 81550 slam o clill el (mpaty a8 ) )Lkl o sa Aol oda i

s d 81550 iae 3yludll Lgad Sslai () 53 95 @llia ca5y 100 s ol . ) (1a

dod Ul slSladd) 4yl Slia g ¢ yladll A el dadll Clasd (Delta Normal var) < yidall cplall -l P TN PEEITEGE ) 1
.(Historical simulation)

e
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Y al Cuaovar I 4 cage e e I3 il o3 bl dused 8 3)luall lat 28 Laiy
ot 8 Al Byleadl lade dasy

bl dpalase doagie aladiuly shlial) (uld (A0 43, k)

tageY) el Alee e Aaalill lalid) (bl Ay pual) ildanall G Jpaall =g,

b Jhal) Glua @by (14-3) ad) Jgaadl

EUF VBW Jblaal) gy

18 2 processing risk cililaall jlalas
18 2 Goudl Hlalia
12 2 oY) hlas
8 2 (funding — Jysaill) Usand) Hlala
- 2 3l el halia

Laldl dlae) 1 Huaall

daie) & a8 caill 3Uas sl Jsan (1-2) a8y Jsandl e alaieVl VBW dad e
Aelea bl elldg ¢ Ghlaadl (il Jalgal Gl il o8
P DY ) N e 5 FEG VN

bl i) Glua (15-3) a8 Jgaad)

ol jladl) )

Ir;herent Risk EUF vew S glsd
36 18 2 processing risk cilleall jhlis
36 18 2 Gendl Hhalaa
24 12 2 Sl Hhlaa
16 8 2 ( funding —dJysaill) Ugadl Hhala
- - 2 (non- trading) 5356l el Hhalie

shadaag 112

Laldl dlac) 1 Haadl
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Blud ol i ag  Ghliasang 112 8 ulad) jhall dad of 1aadU Goludl Jeaall (g
& Al Aadgiall pludl) sl of (S Cus var A ae CDIAY elay Lag (A

var Jl s alaaiul lgle Jpaall
a»\.ci u;ﬁ;a.aj.d\ u,u\:xsl\ L“;\s.\_).!a O ‘Lﬁ)‘“ﬁ} C..aab calia) Sllia ‘_ﬂ Aa cd.u.u La & gua @j
Eia ey cdogllaall Glibally cdlaad)l Sua e elldy (VAR — llaall dulas dagi)

ANV ¢ ulil) il 6T cclasall
JSdy Jaldll JhAl) (uld dGph AUAS Y " AL ) Ll =iy G Lo e 2l

Tk o asn 0 Jaldl) il Gubd Tl GiBAT : Lo s ) ALiad) Al sy
A g gé Al claspal) oAl halial) (uld

DAl Az Al LEd) (Ll
Ay (o Al lsapall B laliall dpulae ggde i Lila oay ¥ 140N dpa il

V) o(delil) lad) ladll Cluad Aapyha oty oAl laliall dpulas gie Aol (e pe )l e
DY) gy Al sl e 5 Y Sl oS Y Al ccaldlaial) e sl ) 2 by 4

e cillliial) o3a (e cgiall 138 Bkt Hlel dbe <5 53

ol Bladl cllad) s 3 a6 interface cilealy i Fas Gaay Clinks -
e
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Juc) jalic aaady (Jlate JSG0 Al dsall Jaly ledill Jeadl dn Jilas —
s s (Best Practice L cululaadl Jadl lus <leie JS 4aikass <business components

.risk mitigation hlaall cadas 8 1Sl (s2e
Al Y e gshaty laliall dulae gegial Augpaall Cijliaall Guds )

oo salle Capae gl U8 (e Lk & Al (prototype software) s by (ki —1
Js S S Caa s Adle Bhlie 3 a1 3 cleidfiseg LS dipd Ja
iy g1 Y el o3 iy i sy sl Dygmeall a4l ) eiall N3¢ lanal
Vel 13 clgls ) Agalaill cluhall 5K 5l

Apse b ghpadl a3 W 2l el g3 )l il aasll -2

Lladall Glleall Jabe el clayyshiy Copadll gal Aladill Jeall 43 Enaai-3
diulae mele po anedy Loy phaliall )y cilas g 4S8 sqtclj (ad padl Gilatiadl 4alall
Sl

ulas mgia Wl dgyadl Gl i of Gl Gysmall (e 4 283 (Gau Lo s pum s

(Jelill) ) el bl laladl)

b bl Llae mgde A8 Wl ofay ¥ cadl e pan ) Al duajdll i caieg

SN 2l Gpb e D i s e deslill DA o gl 838 e Jseanl) 5 !
e
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Gilpa sill 5 )

il

pAlll) Akl Ball) cilia 8 cdapdailly dgylail) Auhall ¢ gia A

ani e Ciae daa (2008 Lpallall ALl AoVl Agalse 8 2 3L Akl il -]
o pandl el g 8L Jldly ead) alall Aol e Bliall duulidl Jolal
blad) gl (mm Lellie) s AW AV Cigan A Craals 2EEY) o8

o s b Aol Gigas Jla (22 L AEE) juae (uin 3 Sl A8l 4als 8 -2
Cilasnisa (o AN 35l i 2 JH dgasall GV dallae gilslan (e a2 )l
Aaldl) Lallas pe @il Lo cdialll Jee Hjlue Cin e Jead oS 43l

leipes seal Dl 2008 Akl Aaf¥) 3 Lela Dgo ddasll jhlad) cusl -3
dlaals roas st i e calaial) e el leaie ity (53 ) Ll
cJaeY) ISl L) (o aali L clgd A8y (unlia

darll gt (b Ll 385 jlalaall (uld clafi 4 agsilly il cailes o) 4
gl U8 il e 5ys S 0585 Qhlaall el Al Clbagie (b alay) e
oo Ty zsagly Aalally i of cany LS el laliall L Loy ¢ haladl
LBaaxal)l Chlugil)

b Dbl (el Ldia Sy diagplhaall chlall aal Hhlad) Gaulas diph 5 -5
5l dngie gy Alsiil) Ll Lals Lolaa) 5 L) . lal) lisussal
Yoy elldy (ASfife Gaplie (Rlaid) L) DIl s Al Llad) uld e
das o Sl g sl e gai IS a0

Dol dnuladl o) o Jalall laall Glaal Hlalaa) danlas duagie Adiad —6
Ol e saiae Sl ol Gluad (A Gl adied iy daallls

(VAR) il Ziapeall daill
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Gilpa sill 5 )
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The abstract

Banking risk is one of the most important topics that concern bankers at the
global level, especially in the last two decades, in the wake of the financial and
banking crises that struck the world. As it became clear that the most important
causes of these crises are the increased banking risks faced by banks on the one
hand, and the inability to identify them and manage them well on the other hand.
Which shows the necessity of working to find modern methods and methodologies
in measuring and managing risks (financial and non-financial), which carry out a
comprehensive measurement of risks, which contributes to avoiding future
financial crises.

This research aims to address the deficiencies in the current risk
measurement and management techniques, by presenting a proposed framework for
measuring risks (financial and non-financial), through the risk accounting
methodology, and thus a comprehensive determination of the size of the risks to
which the financial institution is exposed. This research also aims to demonstrate
the extent to which this proposed framework can be applied in financial institutions
operating in the Syrian Arab Republic.

In order to achieve these goals, the researcher, after presenting the
theoretical framework of the study, conducted an applied study on a sample of
Syrian banks, with the aim of clarifying the theoretical framework for the study,
and showing the extent to which the methodology of risk accounting can be applied
in practice in those banks.

This study concluded that the method of risk accounting is an appropriate
methodology for measuring risks in financial institutions, providing a
comprehensive measurement of financial and non-financial risks, as it depends on
simple and clear accounting principles, away from the complex techniques for
calculating risks such as var techniques. Despite this, it is currently not possible for
Syrian banks to adopt a method of risk accounting due to the lack of the necessary
infrastructure.
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