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Good internal controls are no longer just LYYy
a best practice...... it’s the Law! D"21>'0N
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Basel Capital Accord — Brief History

U.S. Bank Capital Ratios — 1935 - 1988
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Landmark Operational Loss Cases

Barings bank - 1995

—Loss of £860 million on excessive speculation
in Nikkei futures

—Lack of control (no segregation of duties)

—Failure to question excess profitability
(“unengaged critical faculties”)

*Société Générale - 2007

—Lost $6 — 7 billion in false trades
—Trader created fictitious profits

—Improper supervision, poor judgment, luck of
KRIs, week accounting and audit controls

Bank of Credit - 1991

—Fraud => collapse in 1991. $ 1.3 billion

—treasury function used series of cover-up
techniques to conceal speculative losses

—Lax supervision, auditing and accounting
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