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* Strategic process for institutions involved in financial inclusion to
proactively strengthen their risk management systems to better
reflect their business strategy.
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The RMGM (Institution) Assessment Process
What does it look like ?




RMGM (Institution) Assessment Toolkit
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RMGM ASSESSMENT TOOLKIT

A Guide for Contracting Parties and Assessors

October 2016

y Risk Management
(RIM Initiative
\ ¢ in Microfinance

Risk Management Initiative in Microfinance (RIM)
info@riminitiative.org

e Step-by-step, three-part
guide on how to conduct
a comprehensive RMGM
(Institution) Assessment

http://www.riminitiative.org/solutions/

29 practical tools for
independent assessors

Available to RIM
members

rmgm-assessment-toolkit/
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http://www.riminitiative.org/solutions/rmgm-assessment-toolkit/
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in Microfinance

. Financial and Social Goals
- Social Results

The MFI tier level is Goal Tier — Profltablllty
Tl ER 2 TIER 1 — Efficiency and Productivity
. Credit Risk
— Credit Transaction Risk
- Portfolio Risk

@ Financial Risk (Deposit-Taking MFI) * Operational Risk

- People Risk

- Process Risk

— Systems Risk
TIER 3 GUIDELINES TIER 2 GUIDELINES TIER 1 GUIDELINES ADHERENCE )
- External Events Risk

POLICIES v Formal set of policies and procedures to |V Formal set of policies and procedures to ‘ Formal set of policies and procedures to Pertiatly s — Lega| a nd Com p||a nce R|5k
manage liquidity risk manage liquidity risk ||panage liquidity risk
v Concentration limits with respect to v Concentration limits with respect to | Concentration limits with respect to ¢ FlnanC|a| RlSk
lenders lenders |[pnders Dossit achers Ligui d itv Ris k
v Concentration limits with respect to v Concentration limits with respect to 1 Concentration limits with respect to q y
depositors depositors ‘ Jepositors Adheres —_ |nte rest Rate RISk
Vv Liquidity limits Vv Liquidity limits Liquidity limits . .
X Net liquid assets with respect to X Net liquid assets with respect to X Net liquid assets with respect to ot s - FO re Ig n EXCh a nge R | Sk
total assets total assets total assets Bctially acheres o .
s . . , . —  Investment Portfolio Risk
LIMITS X Net liquid assets with respect to X Net liquid assets with respect to X Net liquid assets with respect to Partally e
. . : artially adheres . .
deposits up to 90 days deposits up to 90 days deposits up to 90 days — Ca p |ta| Adeq uacy RlSk
X Net liquid assets with respect to X Net liquid assets with respect to X Net liquid assets with respect to s . R
concentration of deposits concentration of deposits concentration of deposits ere ° Strateglc Risk
X Net liquid assets with respect to i G R k
volatility of sight deposits Partially adheres - overnance Ris
V' Limits on coverage of time bands under || Limits on coverage of time bands under PP —_ St rategic Ris k
behavorial and dynamic scenarios behavorial and dynamic scenarios

v Coherent product and funding v Coherent product and funding |V Conerent proguct ang Tunaing ¢ Foundations

» ... A2. FOUNDATIONS & A3.STRATEGICRISK ' A4.CREDIT RISK AS5. FINANCIAL RISK A6. OPERATIONAL RISK  A7. FINANCI/
— Internal Control and MIS

- Governance and Strategy
= Risk Culture




RMGM (Institution)
Assessment Tool Plus+

ona aduation Pg -
P 0
Reviewed by senior management on: 31-Dec-16
Reviewed by board of directors on: 5-Fab-17
Approved by CEO on: 3/5/2017
Approved by board of directors on 3/15/2017

Refresh GradPath

Clear GradPath

Update Customized Goal Score

Goal Tier

TIER 1

CUSTOMIZED CUSTOMIZED
RISK AREA ASSESSMENT SCORE GOAL SCORE MAX SCORE ASSESSED ADHERENCE ADHERENCE GOAL
Foundations 8.0 11.0 1.0 727% 100.0%
Floor: Strategic Risk Management 24.0 37.0 45.0 3.3% 82.2%
Pillar 1: Credit Risk Management 49.0 720 850 7.6% 84.7% D h b d
Pillar 2: Financial Risk Management | 16.5 48.0 61.0 7.0% 78.7% as Oar
Pillar 3: Operational Risk Management | 37.0 85.0 92.0 40.2% 70.7%
Roof: Financial and Social Goals 235 330 380 61.8% 86.8%
Total 158.0 266.0 3320 47.6% 80.1%
Goal Tier
[§ Key RM House Component Subcategory Level Improvement Guideline Level of Adherence Key Findings Indicator Lead Approval
v Formal set of policies and Urgent: <12 Internal & In Need external Risk
1|A5.1 |[FINANCIAL RISK LIQUIDITY RISK POLICIES TIER 1 procedures to manage liquidity risk |Partially adheres months Yes Budget TA High TBD Manager |CEO
No -
Incorporate
v Concentration limits with respect Urgent: <12 into Next Str  |Internal & Future Risk
1[A5.2 |FINANCIAL RISK LIQUIDITY RISK LIMITS TIER 1 to lenders Doesn't adhere months Plan Budget No TBD Manager |CEO
V Liquidity limits X Net liquid assets Urgent: <12 Need External & Need external Risk
L|A5.5 |FINANCIALRISK LIQUIDITY RISK LIMITS TIER 1 with respect to total assets Partially adheres months Yes in Pipeline TA High TBD Manager |CEO
No-
V Liquidity limits X Net liquid assets Incorporate
with respect to deposits up to 90 into Next Str  |Need External & Need more Risk
1JA5.6 |[FINANCIAL RISK LIQUIDITY RISK LIMITS TIER 1 days Partially adheres Within 2 years |Plan New No info TBD Manager |CEO
V Liquidity limits X Net liquid assets
with respect to concentration of Urgent: <12 Internal & Future |Need external Risk
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Other Implementation Resources

Risk Management Graduation Model Assessment
~ Documents Request

Deaw your e mansgement house bere

Risk Management Graduation Model
Assessment Report

{NAME} MFI

{DATE OF REPORT}

Prepared by: (ASSESSOR'S NAME}

B

Document Request Exercise Templates .
q P Final Report Template

Risk Management Graduation Annual mapping of foreign exchange risks
Model & Assessment Process :

Introduction

Date

Assessor Name

/ Risk Management
{ RIM ) Initiative
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‘ Location

Knowledge Base

User Guides Presentation Templates



Why Risk Management for UNTU?

= Untuis a growing institution and there was a need to
strengthen internal controls and risk management processes
in order to better manage growth;

= To increase certainty of meeting the financial and social goals
of the institution;

= To allow institution to increase the confidence of investors
and the regulator in its ability to manage risk.




Why RIM’s Risk Management Graduation Model?

N
e Benchmark the institution to other similar institutions;

e To have a world class standard to aspire to.

J

, ™
* Need to measure the strength of risk management;

processes and identify current weakness and areas of
focus.

y,
N
e Have a structured and clear plan for meeting risk
management aspirations
y,




What was the process?

UNTU Board and
Management Drive
 the process

Untu works with
RMGM Independent
Assessor

Graduation
Model used to
measure state and
identify gaps

Management Risk
Committee
Implements




Where is UNTU now 18 Months later?

+** The Risk Culture has improved tremendously within the
institution;

¢ The Institution has completed 75% of its target actions as
defined by the action plan ( new MIS, recruitment of key
personnel, Management Risk Committee overseeing
implementation);

** The Institution is preparing to use the RMGM (Institution)
Assessment again to measure its progress to date.




Reflections: Benefits of applying RMGM
(Institution) Assessment

¢ Using best in class world standard allow the institution to
assess its current risk management capacity against its target
aspiration;

** The RMGM (Institution) Assessment allowed Untu to define
its risk management gaps clearly and define an action plan to
close all these;

** The RMGM (Institution) Assessment allows Untu to measure
its progress periodically to ascertain progress made.
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Why | became a RIM member?

* Background in commercial banking — now consultant for MFI’s

* Experienced a scattered approach in risk management MFl’s,
often only financial risk management or only parts of it

e Used scoring models to assess level of risk management
* Why interested in RIM / RMGM - the 1st to offer:

— Management view: integrated risk management approach

— Measurable: making risks measurable: not only the financial risks!
— Objectivity: benchmarking against industry standards

— Visibility: easy to convey the message

— Not a one off: basis for planning and ongoing monitoring




Advantages for the risk expert /consultant

All relevant risk / risk related topics addressed
— Governance and strategy — Critical Success Factors

Financial risks
Non financial risks

Structured approach

Policies

Limits

Risk management tools
Monitoring tools

Tools for the risk expert

Excel tool

Presentations

Formats

Background information
Graduation path

User friendly — time saver

For the risk expert )
For management )

for management!
for the risk expert!




RMGM (Institution) Assessment Toolkit and
associated resources are just tools...

1. |am acarpenter because | have a hammer and nails
2. Root causes and domino effects.
3. Never complete
4. Test of design and test of effectiveness.
External
Macro Market risk Operational risk Governa.nce, St_rategy,
economy Business risk

Credit risk

Liquidity risk

Solvency risk



Get Involved Today

(7]
Q.
Q
)
(V)]
{ o=
2
)
(@)
<

Sign up for 30-day trial
membership and explore
RIM’s Knowledge Base

Get trained and become
part of our exclusive
Assessor Database

Email: info@riminitiative.org

in Microfinance

@ sk Managament

30 DAY TRIAL

Did you attend one of our recent risk
management webinars? Sign up today for your
30-day trial access to our Knowledge Base.

SIGNUP CODE: RIM2FREE30

http://www.riminitiative.org/event/ins

titution-assessment-training-for-
independent-assessors-luxembourg-
september-2017/

Web: www.riminitiative.org



http://www.riminitiative.org/event/institution-assessment-training-for-independent-assessors-luxembourg-september-2017/
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