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• Objectives of presentation
• Introduction: Operational risk management initiative at UFJ Group
• Overview of UFJ operational risk management approach
• UFJ operational risk measurement approach

– Qualitative assessment – Scorecard analysis
– Scenario generation
– Internal loss data
– Risk model - Quantitative measurement

• Risk reports
• UFJ operational risk management approach – risk mitigation actions
• UFJ approach  –  preliminary self-assessment

Outline of presentation
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Objectives of presentation

• To provide a case study for combination of qualitative assessment,
scenarios, and internal loss data

– Why does qualitative assessment provide solid ground for the
scenario analysis

– How is qualitative assessment effectively designed
– How is a scenario-based AMA implemented in practice

• To provide a case study of how risk management framework is used
to reduce operational risk exposure

In developing our operational risk management approach, UFJ have emphasized the integration of qualitative
assessment, scenario-analysis, and internal loss data in a single framework. In particular, we have conducted
comprehensive qualitative assessment as a base work for the overall framework. Also, our implementation will
indicate a case study of how a scenario-based AMA (“sbAMA”) is implemented in practice. Our presentation
consists of the following two main topics.

* UFJ operational risk measurement approach

* Integration of the measurement to operational risk management and risk mitigation actions.
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Introduction: What is UFJ Group?

Established in 2001, unifying the  operations
    of the former Sanwa, Tokai and Toyo Trust

  As of 2002/3;
      * Total Combined Asset: US$593Bil
      * Total Shareholders’s Equity: US$21Bil

  UFJ Bank is an internationally active bank with
    worldwide network
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Operational risk management initiative at UFJOperational risk management initiative at UFJ

Dec-98
* Sanwa started risk quantification project for
processing risk and system risk Jun-99

* Capital charge for other risks (including 'operational
risk') proposed under "Basle CP1"

Apr-00 * Operational Risk Project Team formed at Sanwa

Oct-00

* Operational Risk Desk established at Risk
Management Dept of Sanwa
* Aiming at scenario-centered approach

Jan-01
* Capital charge for operational risk proposed under
"Basle CP2"

Apr-01
* UFJ Holdings established, Operational Risk Desk
transferred enabling groupwide approach
* Risk Management Policies on operational risk sub-
categories (IT Systems, Processes, etc.) approved by
the board of UFJH and each subsidiary bank
*OpVaR calculated and Operational Risk Capital
introduced Sep-01

"Working Paper on the Regulatory Treatment of
Operational Risk" published

Feb-03
"Sound Practices for the Management and
Supervision of Operational Risk" published

Mar-03

* Comprehensive Operational Risk Management Policy
approved by the board of UFJH and each subsidiary
bank

UFJ BIS Initiative

Introduction:

UFJ Group has started to apply “modern” operational risk management approach in 2000, echoing the
initiative shown in the CP1 in 1999. Our framework has consistently focused on integration of proactive risk
management actions and risk control activities.
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UFJ operational risk management approach

Risk Control
and Mitigation

Actions

Active
Operational Risk

Management

Assessment

Workflow

Systems, etc.

Qualitative

Assessment

- Scorecard -

Identify
Weakness

Risk-Specific

Scenario

Generation

Risk Model

- Calculate

OpVaR

Risk

Capital

OverviewOverview

UFJ’ overall operational risk management approach is summarized as above.

Please note this process shares a lot of essence with that of Scenario-based AMA approach. Thus, UFJ’s
approach will be categorized as a Scenario-based AMA.

Internal

Loss Data
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• Combination of qualitative assessment, scenario analysis, and
quantitative measurement
– Comprehensive and extensive use of qualitative assessment throughout the

organization
– Full utilization of scenarios

• Emphasis on the seamless link between risk measurement process and
risk management actions

• Applying risk management cycle which combines bottom-up and top-
down approach
[Bottom-up approach]: Quantitative risk measurement to calculate risk capital
[Top-down approach]:  Risk capital allocation, based on the measurement result

UFJ’ operational risk management approach can be characterized as above. The key features comes from
comprehensive qualitative assessment, possibly called as “scorecards,” and reliance of scenarios, which plays
the central role of the framework. Internal loss data are also included in the risk model.

UFJ operational risk management approach
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Assessment

Workflow

Systems, etc.

Qualitative
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- Scorecard -

Identify
Weakness
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Scenario

Generation
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OpVaR

Risk

Capital

UFJ operational risk measurement approach

OverviewOverview

This is the UFJ’s operational risk measurement workflow, part of the overall approach in the previous slide.
The uniqueness lies in our comprehensive use of qualitative assessment of each work process, system, etc.

We identify operational weaknesses by the assessment and generate scenarios for the weaker operations.
Risk model to calculate risk capital is loaded with scenario losses and internal operational loss data.

In the following, we will explain our practices, taking examples of processing risk and system risk.

Internal

Loss Data
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Qualitative assessment – “Scorecards”

Assessment

Workflow

Systems, etc.

Identify
Weakness

Qualitative

Assessment

- Scorecard -

• Qualitative assessment for every material process/system throughout the group
• Approximately six thousand pieces of assessment for processing (2002)
• Five hundred for systems (2002)

• Group-wide standard assessment format
• Standard assessment keys to evaluate control level and to identify control weakness

• 20 keys for processing
• 180 keys for system

• Assessment of the current (and planned, if applicable) process flows/systems
• Proactive management and accommodation to change of business environment

• A “score” attached to each assessment key
• Scoring of assessment result by the summing the scores for the identified keys
• Higher-scored processes/systems eligible for scenario generation
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Table of Operation Process

(Processing Risk)

System Risk Evaluation Sheet

 (IT System Risk)

Qualitative assessment - format

Qualitative assessment is made, using group-wide forms. In processing and systems risk, we use;

•Table of Operation Process (processing risk)

•System Risk Evaluation Sheet (system risk)

•Threat Handling Table (system risk)
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Examples of assessment keys and scoringExamples of assessment keys and scoring

Score
J No System Support 0.30
H No Standardised documents 0.25
D Insufficient Knowledge 0.17
…  … …
…  … …

1.50

Assessment Keys : Causes

Total Score of "Loan" Process

��������������������������������������������������������������������������������������������������������������������������

��������������������������������������������������������������������������������������������������������������������������

��������������������������������������������������������������������������������������������������������������������������

��������������������������������������������������������������������������������������������������������������������������

[Ex. ABC loan processing][Ex. ABC loan processing]

Registration of
collateral
J  H  D

[Ex.XYZ business system][Ex.XYZ business system]

System Reliability
(2)
(3)
…

System Security
(5)
(4)
…

����������������������������������������������������������������������

����������������������������������������������������������������������

Approx.

180 keys

Approx.

20 keys

Assessment Keys Score
System Reliability 15

(2)Backup measures are taken but there is
business restriction during backup 2

… …
System Security 23

(5)No firewall is in place and no strategies 5
… …

38Total Score of XYZ System

�������������������������������������������������������������������������������������������������������������������������������

�������������������������������������������������������������������������������������������������������������������������������

Qualitative assessment
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Key A    0.5points

Key B    0.3points…

Scoring Table

scoringscoring

Low ScoredLow Scored

Processes

Systems

Higher-scored
processes/systems

are eligible for
scenario

generation
High ScoredHigh Scored

= Weak= Weak

Qualitative assessment - summary

This is the summary of the qualitative assessment part of the risk measurement process

*  Our approach, with the comprehensive coverage of operations, enables identification of control weaknesses
in a consistent manner

* Challenges exist in its workload as well as assurance of assessment quality,
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Risk-Specific

Scenario

Creation

Identify
Weakness

Scenario generation

• Operational loss “generic scenarios” and “stress scenarios” generated for the
processes/systems with higher scores.

– Each scenario includes estimated operational risk loss amount (severity) and
frequency.

• Generic Scenarios include tail-event losses as well as expected/unexpected losses
• Stress scenarios indicate catastrophic loss

• Group-wide scenario generation format
• Scenarios generated by the same business experts, who completed the qualitative

assessment
• Verification by risk management departments under “reasonableness check”

Qualitative

Assessment

- Scorecard -
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System Risk Scenario Sheet

System All system Title

Date Time(A) No. A-a-1(21)

End date End time(B) a term A through B 4 days

Scenario Extereme size of earthquake striked in north prefecture of Chiba.
All the lifelines been broken-down. Building of computer center has been damaged but able to use.
......

Influence customer
employee
branch 30 branches are damaged.
• • • Total of 40 ATM are out of services
others

(1)System recovery man * hour = man/hour
(2)Running operation man * hour = man/hour
(3)Branch guidance man * hour = man/hour

Expenses (4)Headquater operation man * hour = man/hour
(5)Branch operation man * hour = man/hour

(man- (6)Server substitution man * hour = man/hour
power)

total
man/hour

Total expense: 110 M yen hour/ 156 • 0.0 M yen

(7) Restoration fee by manufacturer … … … … … … … … … M yen

Grand total: 0.0 M yen

(1) Damage in hardware:

• Central Machines/Cables damage … … … … … … … … … M yen

Direct • Branch Machines damage … … … … … … … … … M yen
loss

Expenses for the countermeasure of system failure

Extreme damage at Chiba computer center due
to large scale of earthquake

Department Operation

• • Reason to choose 3. Scenario

  [1] Operation

           stress cases    When

  [2] Process          the loss will

4. Frequency

5. Amount of Loss

2. Basic Information • Direct Loss • •

  [1] Quantity of operation
• amount of transaction

• number of transactions per month • recovery rate
• time lag

average • change in exchange rate
• interest rate

at peak

• amount per transaction
loss of original amount• amount of transaction

average million yen
interest expense• amount of transaction

maximum million yen
foreign exchange• amount of transaction

  [2] Time lag other•

• Indirect Loss

1. Expenses for recovery • mainly cost of manpower•
   branch man  ×
   headquarter man  ×
   system man  ×

 no explicit rule/ procedure

 no s tandardized documents

 no s ys tm s upport

great pos s ibility of wrongdoing

other

 s tandard

 s tress  cas e
 upper 20�

 total point is  over 0.3, or average is  over 0.1

 other

next day

within 24 hours within 1 month

over 1month

shortest period between the time operation was done and the
time a mistake or wrongdoing wad found

average maximu

�� ����

s hortes t

������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
�

�
�� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��

�

�
�� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��

�

�
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�

�
�� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������

����������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ������������������������������

���������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������conditons

average ��� le

100� 200 times / year

10� 100 times / year

1� 10 times / year

1 time/ 1� 5y

1 time/ 5� 10y

1 time/ 10� 100years

1 time/ over 100

1 time/ 1 year

s tres s  cas e of market volatility
bunkraptcy of cus tomer
lawsuit by cus tomers
large sus pens ion of operation, closure of branch

wrongdoing by
maximum amount per trans action

(describe specificly )

Scenario generation - format

Processing Risk System Risk

Dimensions
• System/Process
• Type of loss event
• Risk Factor
• Description of scenario
• Potential loss frequency

– Standard case
– Stress case

• Potential loss severity
– Standard loss
– Stress loss

• Operation volume

Dimensions
• System/Process
• Type of loss event
• Risk Factor
• Description of scenario
• Potential loss frequency

– Standard case
– Stress case

• Potential loss severity
– Standard loss
– Stress loss

• Operation volume

Scenarios are generated, using group-wide forms. Business experts determines the individual scenarios, which
cover the necessary measurement dimensions.
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Example of scenario generation

[Case]  ABC loan processing

[Assessment result]

•The weakest step among the processing flow is “registration of collateral” because it has no system support, no
standardized documents.

•There has been one error recorded  (but no financial loss) in this operation in the last five years.

•Operation volume is approximately 5,000 trades/year with the average amount of JPY10 million.

Risk Factor: Processing risk

Loss Event: Transaction capture, Execution & Maintenance / Collateral management failure

Description of scenario: Due to an insufficient system support and complicated documents, a  staff forgets
to register the collateral of loan. As a result, the bank cannot reimburse the loan from
the collateral.

Loss Severity:              50 million yen (considering the analysis of ABC loan amount distribution)

Loss Frequency:           once in five years (considering the analysis of historical loss frequency)

Result of qualitative assessment

Generated Scenario – generic scenario

Scenarios are generated based on the result of the qualitative assessment. Factors such as the identified
control weakness, internal loss experience, business environment, and relevant industry loss experiences,
are taken into consideration in generating the scenario. Stress scenarios are created at the same time.
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Internal

Loss Data

Internal loss data

Observation period: Five years for system risk, three years for processing risk

Data threshold: No threshold (all data with financial loss (from JPY1) collected)

Consolidation: Covers material group companies on a consolidated basis

Loss Data Type:       Direct loss:     payments to clients, accounting loss, penalty, etc. 

      Indirect loss:   recovery cost, overtime, opportunity income cost, etc.

Internal loss data

In addition to the scenario losses, internal loss experiences are also regarded core parts in our risk
measurement framework.

Internal loss data have been collected based on the above specifications. Not only direct losses but also
indirect losses are included as loss amount based on best estimate.
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Quantitative measurement

Risk-Specific

Scenario

Generation

Risk Model

- Calculate

OpVaR

Risk

Capital

Internal

Loss Data

Model Type: analytical

Underlying Theory: Panjer model

Confidence interval: 99% (one-tailed)

Holding period: one year

Data: Internal loss data and scenario loss data

Risk model and parameters

As for risk model, UFJ decided to apply analytical model after investigation between Monte Carlo simulation
model and analytical model. Consideration has been taken in the stability for the  calculation result. Internal
loss data as well as scenario loss data are loaded into the model.

UFJ applies the model output, or operational risk amount, as group-wide operational risk capital in our risk
capital management framework.
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Assessment

Workflow

Systems, etc.

Qualitative

Assessment

- Scorecard -

Identify
Weakness

Risk-Specific

Scenario

Generation

Risk Model

- Calculate

OpVaR

Risk

Capital

UFJ operational risk measurement approach

SummarySummary

This concludes the process for the UFJ’s operational risk measurement approach.

Internal

Loss Data
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Risk reporting

• Quarterly operational risk report to the board of directors and group risk
management committee

• Contents of the report:
– Operational loss events with;

• Loss amount
• Number of events

– Operational risk analysis with;
• Summary analysis of qualitative assessment result
• Quantitative measurement result – Operational risk amount
• Key Risk Indicators

Operational risk is reported to the board of directors and group risk management committee quarterly. The
reports includes analysis of operational loss events for the previous quarters, together with the analysis of the
qualitative assessment. Analysis on the performance of operational risk Key Risk Indicators (KRI) is also
included in the report, intending to forecast the operational risk exposure in the near future, thus enabling
proactive operational risk management actions.
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1 2 3 4 5 6 7 8 9 10

[Operation Volume - Domestic Branch]

[Operation Volume - Overseas] [Operation Volume - Back Office]

[UFJ BanK]
•
•

• Overseas•
•
•
•
•

UFJ Bank Domestic Branch
Trend (million)
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Criminal

Number of
Ev ents

Loss amounts

Number of
Ev ents

Loss amounts

Loss amounts
Fraud

Total
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Operational risk report – layout (1)

KRI Analysis Report

Operational Loss Report



 © UFJ Holdings, Inc.                                                     Friday, May 30, 2003

Operational risk report – layout (2)
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UFJ operational risk management approach

Risk Control
and Mitigation

Actions

Active
Operational Risk

Management

Assessment

Workflow

Systems, etc.

Qualitative

Assessment

- Scorecard -

Identify
Weakness

Risk-Specific

Scenario

Generation

Risk Model

- Calculate

OpVaR

Risk

Capital

At UFJ, it is emphasized to utilize the qualitative assessment results to the operational risk control and
mitigation actions. This operational risk management approach concludes our overall approach.

Once control weakness is identified through the qualitative assessment, we develop and apply risk control and
mitigation actions and improve the quality of the weak points. These actions include such actions as changing
the procedure, process automation, upgrading or replacing system, etc.

Internal

Loss Data
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• Assignment of operational risk management departments in charge of
operational risk sub-categories

• Responsibilities of the operational risk management departments
– establishing policy and procedures for the relevant sub-category
– day-to-day control activities of the sub-category
– risk mitigation activities of the relevant sub-category

In order to promote this active operational risk management, UFJ Group has defined operational risk sub-
categories and assigns “operational risk management departments” in charge of each sub-category.

Each department is responsible for planning risk management and control practice, establishing policy and
procedures, day-to-day risk control activities, risk mitigation through change of procedures, etc., for the
relevant sub-category.

UFJ operational risk management approach
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Operational risk factor – Scenario classes

Risk sub-categories and departments in charge

The operational risk sub-category definitions and the assigned departments in charge are shown as above.

With regard to the relationship with the operational risk events defined in the BISII, we have assured that risk
management by sub-categories covers all the operational risk events under BISII.

Sub-Category Definition Department in charge

Operational Risk

Operational risk refers to the risk of losses resulting from inadequate or failed internal
processes, people and systems, or from external events. Due to the different causes of
operationl risk, it is subdivided into the following sub-factors. Risk Management Dept.

Processing Risk

Processing risk refers to the risk of financial losses from failed processing due to
mistakes, negligence, accident or fraud by directors, staff and other personnel within the
organization.

Systems & Operations
Planning Dept.

System Risk

System risk refers to the risk of financial losses due to system and telecommunication
failures, including temporary system shutdown, system malfunction, system hacking, and
system disruption caused by external events. IT Dept.

Human Resources Risk
Human resources risk refers to the risk of financial losses due to loss of key personnel or
failure to maintian staff morale. Human Resources Dept.

Tangible Asset Risk
Tangible asset risk refers to the risk of financial loss or damage to tabgible assets from
such events as natural disasters or utility accidents. General Affairs Dept.

Regulatory Risk
Regulatory risk refers to the risk of financial losses due to the change of regulatory
environment, including tax systems, accounting systems, or regulatory treatment. Risk Management Dept.

Reputational Risk
Reputational risk refers to the risk of financial losses from the adeverse impact on the
group's reputation among customers or the market due to unfounded rumors.

Corporate
Communication Dept.
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Operational risk factors – event mapping

Event-Type (Level 1) Categories (Level 2)
Processing
Risk

System
Risk

Tangible
Asset Risk

Human
Resources
Risk

Unauthorized Activity X X
Theft and Fraud X X X
Theft and Fraud X X
System Security X X
Employee Relations X
Safe Environment X
Diversity & Discrimination X
Suitability, Disclosure & Fiduciary X X
Improper Business or Market Practices X X
Product Flaws X X X
Selection, Sponsorship & Exposure X X
Advisory Activities X

Damage to Physical Assets Disasters and other events X X
Business Disruption and
System Failures Systems X

Transaction, Capture, Execution & Maintenance X X X
Monitoring & Reporting X X
Customer Intake and Documentation X X
Customer/Client Account Management X X
Trade Counterparties X X X
Vendors & Suppliers X X X

Execution, Delivery & Process
Management

Sub-category

Clients, Products & Business
Practices

Employment Practices and
Workplace Safety

External Fraud

Internal Fraud

The above table is a high-level summary of mapping between event-type and sub-category.
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Operational risk mitigation actions

Risk mitigation actions determined through analysis of the identified
assessment keys

=

Assessment
Key=

Cause of
Loss Events

Risk mitigation
actions

(Example)

(Framework)

Key : Level of System
Support

“Is the operation process
supported by system?”

“The more steps in
the operation need to

be manually
processed, the more
frequently mistakes

happen”

If,“No
”

“Reduce the number
of manually processed
steps by introducing

the supporting
system.”

Assess-
ment

Since risk assessment keys are arranged as closely linked to “causes” of operational loss events, analysis of
the assessment keys identified helps formulation of the risk mitigation actions directly.

The qualitative assessment not only contribute to risk measurement but also helps to determine risk mitigating
actions.
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Operation
Center

Branch, etc

Risk
Management

Sections

Board of
Directors

Scenario
analysis

Risk amount

Instruction

Implementing the
actions identified

Operational risk
events
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• Internal loss data
– Collection of internal loss data with zero threshold by sub-categories within

each business line, covering all the event-types
– Material group company coverage

•  External data
– Relevant industry loss experience considered in scenario generation process

• Scenario analysis
– Scenario analysis placed as the core of the framework, in addition to its

supplementary role to loss data
– Coverage of tail-end losses

• Business environment and internal control factors
– Business environment and internal control factors fully considered in

scenario generation process

UFJ approach UFJ approach –– use of the four key elements use of the four key elements

High level self-assessment of our approach in relation to the four key elements could be described as above.



 © UFJ Holdings, Inc.                                                     Friday, May 30, 2003

• Scenario analysis as a core of the framework
• At UFJ approach,

– Scenario classes similar to other sbAMA
– More detailed organizational parts, or individual process, system, etc.,

applied
• more scenarios than typical sbAMA
• accordingly, no assumption on severity distribution and parameters

– Direct use of internal loss data into the risk model
• similarity with LDA approach

UFJ approach as a scenario-based AMA

UFJ ‘s approach will be categorized as a scenario-based AMA (“sbAMA”), with its emphasis on the use of
scenarios at its central role of the framework. As a variation of sbAMA, UFJ’s approach might be unique in the
much more detailed organizational parts into individual process, system, etc., within the sbAMA’s scenario
class and organizational part concept. Also, as the internal loss data are directly included in the risk model, our
approach might be viewed as carrying similar features of LDA approach.
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• Strengths
– Extensive group-wide

qualitative assessment in
practice, which provides
consistent analysis with
scenario generation process and
operational risk identification

– Close link of risk measurement
and risk mitigation actions in a
single framework

• Weaknesses
– Significant workload required to

maintain and update qualitative
assessment and scenarios,
including verification process

– Third party review, including
internal audit, necessary

Preliminary SWOT analysis

• Opportunities
– Utilization of the qualitative

assessment methodology for
group-wide internal control
benchmark

• Threats
– Mechanical mass-production of

undigested scenarios
– Loss of assessment and scenario

quality
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UFJ operational risk managementUFJ operational risk management

Challenges aheadChallenges ahead

• Improving the quality of scenarios to;
– reflect operational risk exposure more properly
– certain operational risk subcategories

• Utilization of internal loss data to “back-test” qualitative
assessment and scenarios

• System development to process loss data and scenarios
• Effective utilization of Key Risk Indicators

–  to enable proactive operational risk management
– verification of hypothesis provided by KRIs

• Introduction of a third party review of the framework
– including review of measurement result

• Satisfaction of AMA qualifying criteria
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• Kenji Fujii, Deputy General Manager,
                     Risk Management Dept., UFJ Holdings, Inc.
                                 k_fujii@ufj.co.jp     or
                     kenji.fujii.wg87@wharton.upenn.edu
• Takayuki Ishida,      Manager, Risk Management Dept.,
               UFJ Holdings, Inc.
                         takayuki_isida@ufj.co.jp
• Daisuke Fujita,   Manager, Risk Management Dept.,
               UFJ Holdings, Inc.
                         daisuke_fujita@ufj.co.jp
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