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Basic Indicator Approach

the Standardised Approach
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Gross | ncome

. CP3 “Gross Income”
— net interest income plus net non-interest income as defined by
national supervisors and/or national accounting standards
e It is intended that this measure
» should be gross of any provisions

» exclude realized profits/ losses from the sale of securities in
the banking book

» Exclude extraordinary or irregular items as well as income
derived from insurance

» Gross income should not exclude operating expenses.
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UOB

Interest income

- Interest expense

Net interest income
+ Total non-interest income

Total Income  —————————- Gross Income

- Total operating expense (
)
Operating profit before goodwill amortization and provisions
. Goodwill
- Provision

Operating profit after goodwill amortization and provisions

- Exceptional item

Profit after taxation
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Alternative Standardised Approach
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CP3 ASA
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2001 2002 2003

Sound Practices for the Management and Supervision of
Operational Risk Nov. 2001

Sound Practices for the Management and Supervision of
Operational Risk July 2002

Sound Practices for the Management and Supervision of
Operational Risk Feb. 2003
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BBA (1999)
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BBA/ISDA/RMA (1999)

Head Office operational risk
function

dedicated but decentralized
support

Internal audit as a
lead role in operational risk management
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BBA, ISDA, RMA (1999)
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(Self Risk Assessment)

(Risk Mapping)

(Key Risk Indicators)
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(Thresholds/limits)

(Quantitative Measurement)
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Transfier/Mitigate:

Robert Hubner, Mark Laycock, and Fred Peemoller (2001), P13
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KPMG 2002

KPMG 2002 Survey
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2002 vs.2001 KPMG Survey Results
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mobilizing savings
risk taking and managing
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