
1	 Loss amount:	 $10,200,000	 BIS event type:	 Unauthorised activity\mismarking of position (intentional)
	 Firm:	 TD Bank Financial Group	 BIS business line:	 Trading and sales\proprietary positions
	 Domiciled in:	 Canada
	 Settlement date:	 November 16
	 Product type:	 Debt products

2	 Loss amount:	 $5,000,000 	 BIS event type:	 Fiduciary breaches/guideline violations
	 Firm:	 Principal Financial Group 	 BIS business line:	 Insurance – life and health (non-BIS)
	 Domiciled in:	 US
	 Settlement date:	 November 14
	 Product type:	 Annuity products

3	 Loss amount:	 $3,321,442	 BIS event type:	 Suitability/disclosure issues
	 Firm:	 Merrill Lynch	 BIS business line:	 Retail brokerage
	 Domiciled in:	 US
	 Settlement date:	 November 14
	 Product type:	 Derivative products/forwards

4	 Loss amount:	 $2,000,000	 BIS event type:	 Misappropriation of assets
	 Firm:	 First American	 BIS business line:	 Insurance – property and casualty (non-BIS)
	 Domiciled in:	 US
	 Settlement date:	 November 1
	 Product type:	 Non-financial products

5	 Loss amount:	 $1,800,000 	 BIS event type:	 Market manipulation
	 Firm:	 Armstrong Capital/Bay Capital 	 BIS business line:	 Sales and trading
	 Domiciled in:	 UK
	 Settlement date:	 November 9
	 Product type:	 Proprietary trading

data

46�  OpRisk&Compliance

Operations performance indexes

Top five op risk loss events in December 2007

The Financial Services Authority (FSA) fined the London branch of Toronto Dominion Bank £490,000 for systems 
and controls failings in relation to one of its trading books. The failings occurred from the beginning of 2005 until 
March 9, 2007 and led to TD Bank bearing a loss of C$8.8 million. 

Source: Algo/OpVantage FIRST database of operational risk case studies.
Criteria: Financial institution operational risk events that closed or settled during December 2007. Market, credit, strategic and non-financial institution events have been excluded from this list.

The US Government Securities Operations Performance Index (USGOPI) closed 
the year at 69 basis points, showing slightly less volatility in December. The one-
year rolling average for the USGOPI continues the trend begun in May last year 
towards greater instability – operating outside the best benchmark performance 

band on the OPERA® Performance Benchmark Scale for the past two months. In 
contrast, the Mortgage Backed Securities Operations Performance Index deterio-
rated slightly to 28 basis points but generally remained in or near the 
best-performance band for December. Fred Sommers, Basis Point Group 

Source: BasisPoint G
roup

Principal Financial reached a $5 million agreement with the Connecticut attorney-general related to allegations that 
it illegally compensated brokers in exchange for access to pension plan business. Principal must pay $4.4 million in 
compensation to plan sponsors that purchased policies from brokers who received alleged improper payments.

A Merrill Lynch client was awarded $3,321,442 in an arbitration claim lodged against the brokerage. The client 
alleged she was placed in risky derivatives contracts with high fees and that her husband inappropriately signed off 
on the purchase. The arbitration award is one of the largest of its kind to be handed out in the state of Indianapolis.  

The US Attorney’s Office in Manhattan arrested an employee who worked for First American Title Insurance 
Company, on charges of embezzling at least $2 million. He had been employed with the company since 1992 and is 
alleged to have embarked on a scheme in 2001 that included sending out falsified invoices from a firm he owned.

London-based investment companies Armstrong Capital and Bay Capital Investment, and their British owner, 
agreed to pay a total of approximately $1.8 million to settle a lawsuit that alleged they illegally used shares 
obtained in public offerings to cover short sales during a restricted period before those offerings were priced.


