A

Advanced Measurement Approach
(AMA) 1,123

Aggregate losses 29

AMA model 10, 51

AMA validation 5, 123

Assessment of risks 98

B

Backtesting 35

Basel Accord 95

Basel classification 19

Basel Committee on Banking
Supervision (BCBS) 4, 14, 33

Basel loss event model 57

Bayesian integration 35, 53

Business and control environment 124

C
Capital Adequacy Directive (CAD) 17
Case study AMA model 55
Insurance on professional liability 96
Business continuity and critical
activities 102
Hedging of foreign exchange
exposures 108
Controls of bank accounts 111
Risks and controls on securities
lending 113
Valuation of financial transactions
117
CEBS Consultative Paper 13
Chi-square () test 48
COBIT framework for IT governance 17
Committee of European Banking
Supervisors (CEBS) 1
Completeness 16
Conceptual model 84
Confidence interval 33

Index

Consultative Paper No. 10 of the
CEBS %4

Cramer—von Mises (CVM) test 30

CRD Directive 95

D
Distribution fitting 84
Documentation 61

E

Evolution of operational losses 75
External data 15

External data sample 70

Extreme value theory (EVT) 33

F
Financial Services Authority 1

G
Goodness-of-fit tests 30

I

Identification of KRIs 24

Input validation 8, 64

Input validation procedures 17

Input—output model 38

“Inter-industry analysis” 38

Internal audit 7

Internal/external data 14

International Financial Reporting
Standards (IFSR) 97

International Organization for
Standardization (ISO) 14

Internal-ratings-based IRB approaches 93

IT application downtime 101

K
Key risk indicators (KRIs) 13, 51, 73
Kolmogorov—Smirnov (KS) test 48, 70

L

Letter of representation 62, 63

Level of confidence 33

Loss Distribution Approach (LDA) 52
Loss distributions 54, 56

M

Marginal risk 37

Maximum likelihood method 32
Model and output validation 84
Model validation 26

Monte Carlo methods 28

Monte Carlo simulations 35, 53
Multifactor model 23

N
New Basel Accord 95, 97
Nonparametric methods 28

(0]

OCC bulletin on model validation 4

Operational interdependencies 38

Operational loss distribution 43

Operational risk 23, 34, 36, 37, 78, 80,
101, 123

Operational risk capital charge 55

Operational risk function 6, 25

Operational risk measurement 18

Output validation 8

P

Parameter estimation 31
Parametric methods 27
Peak-over-threshold (POT) 33
Poisson distribution 29, 83
Popperian approach 3
Probability distributions 47
Process mapping 24

Public data 72

139



Q
Quantitative Analytics Group 60

Quinean approach 3

R

Regulatory guidance 16
Regulatory requirements 126
Risk management 52

Risk score 57

Risks 19

S

SAS OpRisk VaR 85
Scenario analysis 77

140

Schwarz Bayesian criterion 26
Self-assessment 57
Settlement system 102
Severity distributions 31
Statistical model 83

SWIFT code 19

System downtime 82, 100

T
Timeline 61
Trading and sales back office 80

U
Use test 93, 125, 126

Validation & Use Test in AMA

v

Validation 2, 10

Validation as a continuous
process 125

Validation methodologies 7, 60

Validation of scenario analysis 79

Validation policy 5, 59

Validation process 9, 61

Validation report 62

Value-at-risk (VaR) estimate 58, 61

VaR Estimation 36

VaR models 11





