The Foreign Exchange Committee
Operations Managers Working Group
33 Liberty Street
New York, NY 10045
212-720-6651

July 31, 2003

To the Basel Committee on Banking Supervision:

The New York Foreign Exchange Committee’s Operation Managers Working Group
appreciates the opportunity to review the third consultative paper on the new Basel
Capital Accord. Our working group is a subgroup of the New York Foreign Exchange
Committee. We develop, publish, and encourage industry wide operations-based best
practices for the entire foreign exchange community.

Our membership includes foreign exchange operations professionals from a number of
large financial institutions. (A list of our members is attached.) Because our group’s
expertise is operations, we focused our attention on the operations risk sections of the
Overview of the New Basel Capital Accord.

It is clear that the upcoming implementation of rigorous analysis and measurement of
operational risk represents quite a challenge for large global financial institutions. Yet,
the benefits of this work are apparent. We believe the difficult transition process will be
effectively facilitated by the flexibility outlined by your Committee as well as the planned
close interaction of international supervisors with the financial community.

While we recognize that your group has set up very effective support for the transition to
the new capital regime, we want to share with you a few of our thoughts about the
Accord.

We acknowledge the potential for an uneven playing field among the variety of
institutions around the globe as they, supported by their supervisors, seek to measure
and account for their operations risk. Here, we think the Basel Accord Implementation
Group (AlG) provides an important solution. The AlG is helpful as it provides a
mechanism to guide the global market through the many ongoing innovations that
routinely occur in our very creative environment.

We believe, in line with the Basel Capital Accord Il, that an accurate capture of risk in
new trends may be difficult. Recent fast-moving trends in the operations area caution
against rigid capital regimes. For example, many global banks may be relying on remote
locations and outsourcing for an increasing portion of their operations support. Limited
history with this operational approach may make effective measurement of operational
risk difficult.

We also recognize the strain these new processes will put on supervisory resources in
the member countries. The demands on the supervisors to support the global



institutions may be substantial. Success will require significant supervisory resources in
combination with the active participation and cooperation of all global financial
institutions. In other words, the Capital Accord’s success hinges on the effective
collaboration of the public and private sectors.

Again, we appreciate the opportunity to review and study the new risk management
plans for the global financial institutions. We hope our brief comments are helpful to you
as you finalize your documents.

Sincerely,

Mel Gunewardena

Chairman

The Operations Managers Working Group
The Foreign Exchange Committee

(212) 902-9261
mel.gunewardena@gs.com



Attachment to Basel Comment

The Foreign Exchange Committee's
Operations Managers' Group

Name

Title

Firm

David Frankel

Senior Vice President

AIG Trading Group

Ann Reed

Senior Vice President & Treasurer

AIG Trading Group

Robin Perlen

Senior Vice President

Bank of America

Stephanie Heller

Principal

Bank of America

Philip Scott Senior Vice President Bank of New York
Sebastian (Joe)

Demetrio Vice President Bank of New York
Charles LeBrun Senior Vice President Bank One, NA
Cynthia Ingram First Vice President Bank One, NA
Paul Boast Vice President Citigroup

Keith McDonald Managing Director CSFB

Martina Grogan Director CSFB

Anthony Hamablet

Vice President

Deutsche Bank AG

Rick Pychewicz

Vice President

Deutsche Bank AG
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John Fusco

Director

Deutsche Bank AG

Roy McPherson

Product Manager

EBS

Erik Johnsen

Director, Markets & International

FleetBoston Financial

Technology and Operations

Julie Seifert

Manager, Global FX Operations

FleetBoston Financial

Mel Gunewardena

Managing Director

Goldman Sachs & Co.

Susan Balogh

Vice President

Goldman Sachs & Co.

Barry McCarraher

Senior Vice President

HSBC

Nancy Riyad

First Vice President

HSBC

Thomas Vino

Vice President

JP Morgan Chase

Andy Burton

Vice President

JP Morgan Chase

Mike Neale

Head of FX Operations

JP Morgan Chase

Paul Puskuldjian

Senior Vice President

Lehman Brothers, Inc.

Robert Eby

Vice President

Lehman Brothers, Inc.

Nicholas Picini

Vice President

Merrill Lynch Int'l Bank

Alan Comroe

Director

Merrill Lynch Int'l Bank
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June Molloy

Executive Director

Morgan Stanley

Morgan Stanley

Jean Napthine

Director

Royal Bank of Canada

Elvira Fernandes

Vice President

Royal Bank of Canada

Linda Dunne

Senior Vice President

State Street Bank

Stephen J. Costello

Vice President

State Street Bank

Mark Cooke

UBS Warburg

Fran Martell

UBS Warburg

Joe Palamara

Senior Vice President

Wachovia Bank N.A.

Allan Martinez

Asst. Vice President

Wachovia Bank N.A.

Rick Rua, Liasion for
FXC

Senior Vice President

Mellon Bank, N.A.

Robert White, Liasion
for FXC

Head of Global Markets

Standard Chartered
Bank

Morten Bech Economist, Payment Studies FRBNY
Rob Toomey Assistant Vice President FRBNY
Kennneth Guentner |Vice President FRBNY
Eileen Spinner Executive Assistant FRBNY
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