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Aizkraukles Banka was established in 1993 in the city of Aizkraukle. Its headquarters 

are in the Latvian capital of Riga with offices in Russia. The bank has the largest team 

of private bankers in Latvia and combines the best practices of the European banking 

system with an individual approach to each customer. Its mission is to become the 

leading independent private bank in Eastern Europe, combining all banking services, 

including asset management and advisory services, in a single customer-tailored offer. 

To achieve this the bank needed to improve the efficiency of operational risk 

management with an automated solution and it chose Nexum Operational Risk 

Management (Nexum ORM) solution. The solution delivered several key requirements 

including a centralised operational risk database, automated reporting and notification 

functions and a more efficient risk identification system.

Business needs

Risk management has always been a very important part of Aizkraukles Banka’s 
management activities. The bank started its operational risk management 
initiative early in 2008 in order to centralise all the bank’s operational risk issues, 
become more responsive to customer claims, avoid possible losses, recover from 
problems quickly and mitigate future losses.

The bank previously used Microsoft Excel to register, classify and collect its 
operational risk data. Any risk incidents were reported to one designated 
email address monitored by the operational risk manager. As the operational 
risk manager was the only one who could update the database (an Excel 
spreadsheet), they looked after the incident from start to finish. The outcome of 
the incident then had to be manually entered into the database. This was a time-
consuming and monotonous process. The quality of incident resolution was also 
poor. However, collecting all the operational risk data in an Excel spreadsheet 
proved to be useful later on when implementing the new system. It helped 
understand the needs of the operational risk department and define the actual 
requirements for the solution. 

Producing data reports was also proving to be difficult as it was an extremely time 
consuming process and the same data had to be presented to different managers 
or departments in many different ways. Furthermore, the bank was using Excel 
pivot tables to sort and filter the data but the amount of data was too big for 
this to work well and every time the data changed, the reports had to be rebuilt. 
Before implementing the new solution, Aizkraukles Banka had to prepare each 
set of reports manually to be presented to the management board. This prompted 
the bank to look for an automated way to process the operational risk data. 

The introduction of new compliance regulation Basel II in January 2009 meant all 
banks were required to start managing operational risk as a separate part of their 
risk management programme. Banks were also required to set aside a certain 
amount of capital to cover their operational risk. In order to adjust the amount 
of capital the bank had to set aside down to its actual level of operational risk, 
Aizkraukles Banka decided to use advanced measurement approach to manage 
operational risk under Basel II. Under this approach, the bank was allowed to 
develop its own empirical model to quantify required capital for 
operational risk. To do this Aizkraukles Banka had to satisfy a number 
of important conditions and, as a result, a more sophisticated 
method to measure and demonstrate operational risk was needed. 

ne     um

“�All interruptions to the banking 

processes need immediate 

attention and require the right 

employees to get involved 

to resolve the issues. These 

activities are tracked and 

analysed by risk management 

to estimate the financial impact 

and eliminate the most critical 

sources of risk to our operations.” 

 
Oksana Gladiya 
Head of risk analysis 
Aizkraukles Banka	

Reducing operational risk with Nexum IT



The solution – Nexum ORM

Aizkraukles Banka was looking for an efficient and responsible way to develop its 
risk management and therefore decided to implement an automated operational 
risk management system. In October 2008, the head of Aizkraukles Banka’s risk 
analysis department, Oksana Gladiya, attended an industry specific seminar on 
operational risk management. The seminar was organised by Nexum and it was 
there that the company presented its solution for operational risk data collection. 
Negotiations between the two companies regarding the implementation of 
Nexum systems began shortly after this. 

Implementation
In January 2009, the bank started replacing the manual operational risk 
management process across the whole bank with automated Nexum Operational 
Risk Management (Nexum ORM) solution. It took less than five months to implement 
the whole system. It took one month to define the exact business requirements for 
the new solution, two months for configuration, integration and migration and two 
months for testing, pilot testing, key user training and deployment of the solution. 
Aizkraukles Bank went live with Nexum ORM on 29 May 2009.

The solution
The bank selected Nexum ORM to empower its operational risk management 
functions. The Nexum solution has a business process management engine at 
its core and ensures a high degree of process automation, deadline control and 
workload distribution. The solution has been built to support the evolving needs of 
the operational risk department and to be adjustable to the new needs of the bank.

“In our bank we emphasise the importance of operational risk control and 
management,” says Gladiya. “Nexum ORM is a convenient software solution 
from the end user perspective but, at the same time, powerful enough for our 
risk management requirements, so we can develop our excellence in this area.”

Providing new features 
The Nexum ORM solution gives Aizkraukles Banka automated reporting 
functionality that can be integrated into existing intranet portals, help desk and 
Internet bank systems. It also provides straightforward web forms to report 
incidents and these forms can be accessed from almost any department within a 
company. The solution features a centralised loss database structure optimised to 
store operational risk data and also sophisticated tools and interfaces to collect 
loss information while classifying, routing, controlling and closing incidents.

Solving problems
The solution is designed to solve the most important and specific problems of 
operational risk data collection and speed up the process of incident resolution. 
It functions in the way people work (visual workflow of operational risk event 
resolution and tasks) and automates many manual functions like task control and 
reminders. It also contains the detailed operational risk incident information required 
by the operational risk team and drives resolution of the incident step-by-step by 
managing tasks, sending reminders and visualising the history and the status of 
incident resolution.

Fulfilling business needs
Aizkraukles Banka had several key requirements for an operational risk solution 
which Nexum was able to provide. These included the ability to collect and make 
available a structured and consistent operational risk database for automated 
reporting, automatically informing management about major events and providing 
employees with an automatic notification when a new task is assigned to them.

How Aizkraukles Banka has benefited

The Nexum ORM solution has provided Aizkraukles Banka with a structured and 
efficient approach to risk minimisation, whilst offering a solid foundation for a 
more responsive customer service. Nexum ORM has been easily integrated with 
the existing applications and external systems because of the service orientated 
architecture in its core. The Internet-based nature of the solution ensures that 
it can be used in any user environment within the bank. It has helped the bank 
to register, resolve and control operational risk events, using structures defined 
by international compliance requirements and has delivered the necessary 
requirements for an operational risk management solution.

Increased efficiency and reduced exposure
Nexum ORM has made the process of identifying problems more efficient and 
qualitative meaning the overall risk exposure of the company has been reduced 
and the bank has now moved from reactive to proactive risk management. A 
lot of incidents and losses can now be avoided. International operational risk 
management best practices have been considered when creating the Nexum 
ORM solution. This means that Aizkraukles Banka now has the ability to 
exchange operational risk information with other global market players and 
achieve more accurate risk estimations.

“Working with Nexum was a very satisfactory process,” says Mihails Mohovs, 
head of Aizkraukles Banka’s information systems development department. 
“The Nexum staff were very professional and customer-orientated with a good 
knowledge of the product and experience in business process modelling.”

Faster incident resolution
The new solution automates control of task completion time and automatically 
sends reminders to the person responsible. This has improved user control and 
enabled the bank to resolve incidents quickly. There is now no need for the 
operational risk manager to participate in every step of incident resolution. 
They can therefore dedicate more time to investigating the core reason of each 
incident, finding any links between the incidents and identifying the root cause of 
similar incidents. This has improved the quality of operational risk management. 
Now that the problem can be identified much earlier than before, the internal 
procedure can be adjusted very quickly in order to eliminate future losses. 

“�Nexum ORM is a convenient 

software solution from the end 

user perspective but, at the 

same time, powerful enough 

for our risk management 

requirements, so we can develop 

our excellence in this area.” 

 
Oksana Gladiya 
Head of risk analysis 
Aizkraukles Banka

“�Working with Nexum was a very 

satisfactory process. The Nexum 

staff were very professional 

and customer-orientated with a 

good knowledge of the product 

and experience in business 

process modelling.” 

 
Mihails Mohovs 
Head of Information Systems 
Development Department  
Aizkraukles Banka
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Nexum ORM

Nexum ORM is an operational 
risk management solution that 
can be easily integrated with 
existing applications or external 
systems. The system is powered 
by a leading business process 
management platform to define, 
automate and execute the ORM 
process. 

The solution offers a structured and 
automated process, an operational 
risk database for reporting, a 
simple and easy-to-use system and 
accurate and complete loss data. 
The web-based nature of the system 
ensures it can be used in any user 
environment. Through using the 
Nexum ORM solution, Aizkraukles 
Banka has benefited from a 
solution that offers:

•	 Increased efficiency of risk 
department

•	 Simplified and automated 
reporting 

•	 Improved analytics functions

•	 Fast resolution of problems

•	 More responsive customer 
service

•	 Lower administration costs.
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Head office 
Nexum Insurance Technologies Ltd 
6–504 Duntes str.
Riga, LV-1013 
Latvia 
+371 67609275 
e-mail: info@nexum.lv 
www.nexum-it.com

Office in Lithuania 
UAB Nexum IT 
1A Seimyniskiu Street, 6th Floor
Vilnius, LT-09312
Lithuania
+370 52127656 
e-mail: info@nexum.lt

About NEXUM Insurance 
Technologies 

Nexum Insurance Technologies 

specialises in software and business 

solutions for financial institutions, 

particularly in the field of business 

process discovery, analysis 

and management (operations 

management). Based on experience 

in the banking and insurance 

sector and process consulting 

for financial institutions, Nexum 

Insurance Technologies delivers a 

comprehensive approach to ORM 

implementation in a few weeks.

For more information contact:

Solving existing problems
Nexum ORM helped the bank resolve existing problems that could not previously 
be identified. For example, the bank was having some difficulties with an 
Internet banking customer form for currency exchange and a solution could not 
be identified without a centralised database. With the new solution in place, 
the operational risk manager was able to identify the scale of the problem by 
analysing all similar operational risk incidents and finding their root cause. As a 
result, the problem was resolved much quicker and with much less effort.

Simplified reporting and usage
Operational risk reporting has been greatly simplified since the introduction 
of Nexum ORM. It is now a matter of a few clicks and only takes a couple 
of minutes. The automated report generation tool creates all the necessary 
reports. The relevant departments can now generate reports on their own 
without requesting the operational risk department to do this. The quality of the 
automated reports produced has been impressive.

Better analytics functions
The bank also found the analysis function of Nexum ORM to be very useful. 
The Excel-based data collected under the old system contained less detailed 
information than the data collected by the new solution. It collects data from 
many participants simultaneously and records it automatically. Previously, the 
operational risk manager was the only one who could enter the data on the 
Excel database and it required much more time and effort to collect and record 
the same amount of information. Therefore the system significantly increased the 
amount and the level of detail of operational risk information being collected. 
Other departments now use operational risk data and tables in their work. 

The end result
Nexum has helped Aizkraukles Banka improve the efficiency of operational 
risk management with its automated solution. It has provided the bank with a 
high-level view of the operational risk issues which otherwise would have been 
very difficult to understand. Nexum provided training to the IT administrators 
and analysts and continues to make available second and third level support 
but due to the simple, user-friendly incident reporting form, staff didn’t require 
any dedicated training. Because of optimised task routing paths and electronic 
workflow the customer service provided by the bank has also significantly 
improved. Due to the high level of user involvement, the total risk awareness 
within the company has become much higher. Employees understand and care 
about the risks the company is exposed to. 

The solution has enabled the bank to achieve its goals of reducing the level 
of operational risk, meeting compliance regulations, automating reporting 
and notification functions and centralising the operational risk database. It 
has also provided an efficient and responsible way for the bank to take its risk 
management capabilities to the next level.
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