INTEGRATED RISK MANAGEMENT SYSTEM- SIDBI –

Tender Identification NO. (TIN): 400/2009/372/BYO/RiMD
Queries received by SIDBI till October 15, 2008 and SIDBI’s response there to:

	Sl. No.
	Query
	Response

	
	Credit Risk
	

	1
	Has SIDBI completed any parallel run process wrt to the New Capital Adequacy Guidelines?
	SIDBI has not completed any parallel run process wrt the New Capital Adequacy Framework Guidelines.

	2
	Is SIDBI looking for a software to compute the Credit Risk Standardized Approach capital OR it is ok with a set of Excel templates, process manuals & training for the same? 


	The consultant is expected to facilitate implementation of full fledged Basel II framework/solution.

	3
	The Scope says "design and Implement necessary policies and systems". Is the Bank looking for process manuals that assist in policy implementation, hand-holding in implementation and Program management in system implementation only?
	The consultant would be responsible for design and implementation of entire risk management processes in compliance with regulatory  
prescriptions.

Further the consultant will be required to suggest suitable solution(s) for  implementation of the Basel II  framework, preparation of the RfP for the purpose of procurement of the Basel II solutions, Technical-commercial evaluation of RfP responses, finalisation of purchase order agreement, execution of agreement with selected vendor,  monitoring of solution implementation/UAT(Project Mgmt.) envisaged under phase III.
The consultant is expected to successfully complete the project management comprehensively to the satisfaction of SIDBI, as also for providing necessary manuals. At all the above stages, for each activity under the project management the consultant shall obtain SIDBI’s prior approval.

	4
	Is SIDBI expecting the Consultant to conduct the security measures in System Integration (pp 16.System Integration) OR ensure the same through the System Vendor? 


	The consultant is expected to ensure compliance with SIDBI’s ‘IT Security Policy’ during the project life- cycle.

	5
	Does SIDBI have a good history (around 3 years) of data available for the credit rating models that needs to be built?
	Data pertaining to  cases in existing rating models are available for the last 4 years.

	6
	Is SIDBI expecting the Consultant to conduct a full validation of the existing models OR only drafting the validation policy? How many models would be validated on a sample basis. 


	The consultant is expected to conduct full validation of the existing models, besides preparing the validation policy.
Validation exercise would not be on sample basis. The existing models in use in Bank would be fully validated by consultant.

	7
	Is the expectation around ICAAP and Risk Based Pricing, LGD and EAD framework is around developing framework document or also developing prototype models to demonstrate proof of concept.
	Prototype models to demonstrate proof of concept also needs to be developed.

	
	Market Risk
	

	8
	What are the various asset classes that the Bank has in its Investment Portfolio?(e.g. Equity, Debt, FX , Derivatives, etc).

	Investments in Central/state government securities, shares, bonds, forex, forex derivatives etc., are in Bank’s investment portfolio.

	9
	Does the Bank currently use the Standardized Duration Method to calculate Capital charge for Market Risk? If yes, then it would be a review / validation exercise. If not, then the Bank would require assistance in developing the framework, methodology, reporting templates, etc for regulatory reporting.
	Bank uses standardized duration method to calculate capital charge for Market Risk.
However, the consultant should also provide assistance in developing the framework, methodology, reporting templates, etc for regulatory reporting.

	10
	(a) The EOI document refers to the fact that the Bank uses a VaR model for its investment portfolio. Is this an excel based model or is the Bank using a system to calculate VaR? 
(b) Are there separate spreadsheet based VaR models for individual asset classes ? If yes, for how many asset classes? 
(c)Has the calculation methodology been documented ? 
(d) Has the VaR model been back-tested against actual P/L?
	(a) Bank is using the portfolio  VaR Report (PVaR) function in the Bloomberg information system for computing VaR of the GSec and bonds’portfolio.
(b) There are no separate spreadsheet based VaR models in use for individual asset classes. 
(c) As SIDBI is using software system inbuilt in the platform of Bloomberg system, no separate documentation of calculation methodology has been made though it might be part of the overall documentation of Bloomberg information system.
(d)  The VaR model has not been back-tested against actual profit or loss. 

	11
	Is the VaR model used for internal risk mgmt purposes or it is also being used to calculate capital for regulatory reporting purposes?


	The Bloomberg PVAR function is used only for internal risk assessment purposes.


	Sl. No.
	Query
	Comments

	12
	Implementation during Phase II (Pg 11)

As  we understand, the Phase II comprises of designing of a risk management framework  to  achieve  immediate compliance with RBI requirements. At this stage,  is SIDBI expecting any implemention of a solution?
 If yes, is the consultant  expected  to  do  vendor  evaluation  &  selection and also the Program Management at this stage?

Also  the  EOI  states  "All  software  requirements upto Phase II would be provided  by  the  Consultant"  (Pg  17).  
We  assume  that  these software requirements  refer  to  the functional and technical requirements of SIDBI which the consultant is expected to document. Please validate.

	All necesssary softwares (including spreadsheet based solutions), tools, etc., needed during Phase I and Phase II would be provided by the consultant.
However, SIDBI does not intend  to procure any software licences for the purpose at the two stages. However, for  eventual procurement of solution at phase III, SIDBI’s response at point 3 above may please be

seen.

	13
	Vendor tie-up

The  scope  of  work  includes  vendor evaluation and selection for various systems and solutions (Pg 17). Hence we assume that for the purpose of EOI, we  do  not  need  to  tie-up  with  any  Risk  Management  Solution Vendor beforehand. Please confirm.
	Tie-up with any Risk Management Solution Vendor is not envisaged at this stage.For any software procured subsequently consequent upon project design, please be guided by para no. 5 (page 19) of EoI document and response given at Sr.No.3 above.


	Sl. No.
	Area
	Query
	Comments

	14
	1. Section 4.4.2 Page 16 – Deliverables in design phase

‘Deliverable in the Design Phases: Design documents for each aspect covered under section 2.5.2.’


	Since there is Section 2.5.2 is not mentioned in this invitation to EOI, our understanding is that the section mentioned above should be read as “4.4.2” instead “2.5.2”. Please clarify.


	Yes, the sentence may kindly be read as ‘Deliverable in the Design Phases: Design documents for each aspect covered under section 4.4.2.


	15
	2. Section 4.4.3, Page 17

‘Consultant should help the Bank in the entire vendor evaluation & selection process for various systems, tools, solutions, assignments required to be undertaken further to the Consultant’s recommendations based on the gap study including preparation of tender documents and taking the process to its logical conclusion. However, all software requirements upto Phase II would be provided by the Consultant’.

	Our understanding is that the scope of work under this assignment in Phase I & II will be only consulting and does not envisage delivery of any software solutions/products by the consultant. Please clarify.


	Pl. refer to comments at Sr. No. 3 & 12 above.


	Sl. No.
	Query
	Comment

	16
	Relaxation/waive sought in Minimum Essential Eligibility Criteria (MEEC) given in para 3.1. 


	Bank is not considering any relaxation/waiver in Minimum Essential Eligibility Criteria given in EoI at present.



	Sl. No.
	Area
	Query
	Comment

	17
	Section 3.2 Page 7
SIDBI is looking forward to identify a consultancy organisation which has demonstrable

technical competence and capability for reviewing the entire risk management framework of SIDBI and for suggesting, designing and implementing Basel II compliant Bank-wide Integrated Risk Management ‘Systems’ including modifications to existing risk management policies and systems for Credit, Market and Operational risks and also documenting the entire jobs carried out and providing a suitable Reference Manual to the Bank ‘Deliverable in the Design Phases: Design documents for each aspect covered under section 2.5.2.’


	Does System here mean software also? If not, what is SIDBI’s expectation of a system?


	Pl. refer to SIDBI’s response to queries at Sr. No.3 and 12. 



	18
	Section 3.2, Page 8 Point v. Brief write-up on the approach/ methodology, estimated project cost
	Estimations of project cost are generally provided in the form of a commercial proposal in a sealed envelope, once the bidders are provided with an RFP. Request clarity on providing estimates before the RFP stage.


	It is expected to be an indicative cost of the project including software solutions that would be procured subsequently at phase III. The consultant is expected to provide an estimate of budgetary outlay. It is only an estimated budgetary cost and the Bank is not looking for any commercial evaluation at this stage.

	19
	Section 4.4, Page 10 Scope of work - Further, this assignment would enable calculation of capital charge requirements in respect of all the risk categories, provide risk reports and also all Pillar III disclosures, both qualitative and quantitative, as required under guidelines issued by RBI
	Is the consultant to enable SIDBI for calculation of capital charge, as per

guidelines issued by RBI, as an one time exercise or is the consultant required to provide software for calculation of capital charge?


	The consultant is expected to facilitate procurement of an acceptable software for use in SIDBI to compute capital charge, etc. , as per the regulatory prescriptions . Pl. also see SIDBI’s response given at Sr. No. 3 and 12 .

	20
	Section 4.4, Page 10 Scope of work.

In addition, the systems would be put in place to eventually enable calculation of capital charge requirements in respect of all the risk categories, institute ICAAP, provide risk reports and also all Pillar III disclosures, both qualitative and quantitative, as required under Basel II guidelines.


	Request clarification on what SIDBI means by systems in this context and whether the consultant is expected to provide software tools to satisfy the above mentioned requirements
	Pl. refer to SIDBI’s response to queries at Sr. No. 3 and 12 .


	21
	Section 4.4, Page 11, Scope of work- Further, the system, once implemented, must be dynamic, scalable and parameterized to take care of the standard reports required by the Bank and various monitoring authority. The system, once put in place, must take care of the whole process of risk management functions (viz., identification, quantification, control, accept and transfer).
	Are these systems to be put in place by consultants or is the consultant to ensure selection of the necessary software system?


	Also pl. refer to SIDBI’s response to queries at Sr. No. 3 and 12 .


	22
	Section 4.4, Page 11, Phase II: Implementation of RBI guidelines to banks on risk management and New Capital Adequacy Framework

Consultant should assist the Bank in achieving immediate compliance with RBI requirements in the prescribed timeframe that covers: Standardized Approach for Credit Risk, Standardized Duration Approach for Market Risk and Basic Indicator Approach for Operational Risk and scalability to adopt advanced approaches at a later stage.


	Request the bank to clarify what assistance is envisaged from the consultant in achieving the immediate compliance with RBI requirements and for the advanced approaches at a later stage?


	The consultant is expected to undertake all activities to ensure that SIDBI achieves compliance with RBI requirements in the prescribed timeframe that covers standardized Approach for credit risk. Also please refer to SIDBI’s response to queries at Sr. No. 3 and 12.

	23
	Page 16, Reporting formats Develop systems for generating reporting formats for quantitative data, qualitative data and discussion formats/management summary pertaining to credit, market and operational risks.

The Bank is having and may put in place Departments/Cells and Committees to monitor, evaluate and control credit risk, market risk and operational risks on an on-going basis. The systems must be dynamic enough to generate reports which highlight the risk profile, risk movement, key risk factors, etc. The software/tools also should enable generating suitable reports as may be necessary for the executive decision making, which will highlight the economic capital, shift in the risk concentration, potential areas of risk, etc.


	Request to clarify if the scope of work under this assignment “develop systems” refers to providing requirements for software, which will be procured under a separate RFP/vendor or does the bank expect the consultant to provide the software systems?
	Pl. refer to SIDBI’s response to queries at Sr. No. 3 and 12.


	Sl. No.
	Query
	Comments

	24
	Would it be fair to assume that there has been no conscious initiative in implementing any risk management programme for managerial decisioning purposes?
	As stated in the EoI, the basic credit and market risk processes are in place. These need to be upgraded and operational risk process implemented.

	25
	If any such programme has been implemented, details of such program framework, policies, systems are required to identify overlaps and possible synergies with the proposed Basel II implementation
	Details of such programme framework, policies, systems etc,  (gap study)would require to be studied by the consultant in Phase-I (consulting phase).  

	26
	 The EoI states necessity of scalability for advanced approaches for credit, operational and market risk. In the light of this, would be fair to assume that the requisites in terms of systems for  data capture need to be set up immediately.
	To be ascertained during phase I by the consultant.


	27
	Independent of the RBI guidelines , what would be the timelines to adopt advance approaches for Credit risk.


	Bank would expect implementation of  advanced approaches soon after successful implementation. 

	28
	Would the immediate credit risk requirement for above be F-IRB or A-IRB?
	The Bank proposes to put in place building blocks for F-IRB and A-IRB.

	29
	Is the preference of SIDBI towards application development or product approach?
	SIDBI would prefer product approach for implementation of Basel II solution.


	30
	Information reqd on the Credit Rating Software (CART & RAM)
	It would be studied by the consultant as a part of the assignment.

	31
	Would enterprise risk management (not mandated by RBI) also form a part of the scope?
	Enterprise risk management/IRM  forms a part of the scope as indicated in para 4 (TOR).

	32
	Are there any near-term proactive plans to adopt AMA for OpRisk?
	Building blocks for this need to be put in place.



	33
	Would there be any near-term adoption of advanced appoaches for market risk which need to be factored in?
	As may be appropriate for SIDBI depending upon the outcome of the consulting phase.

	34
	Clarification on the consultant also bidding for software, tools etc. (The EOI prohibits the same)
	The selected Consultant can not bid for subsequent RfP under the project for the supply of  software, tools etc. as given in para 5of EoI.

	35
	Factor in dependencies wrt Information Risk Management?
	To be studied as a part of the assignment.

	36
	How do the timelines for the ESA and the Integrated Risk Management lap up.
	There would be an overlap. However, IRMS need to take into account the ESA framework.



	37
	Given the fact that there would be lot of generic requirements that are global best practices or from implementation experiences in other banks, would there be a preference for the Design phase happening with the consulting in parallel?
	The preparation for the design phase may start during phase I. However after the completion of the gap study, the phase II, ( design phase) would formally be taken up based on SIDBI’s acceptance of  the reports/recommendations submitted after phase I.

	38
	Would it be fair to assume that processes for each business unit / LOB are clearly documented?
	The guidelines and the instructions for various processes are in place.

	39
	Would process reengineering / improvement fall in scope?
	The  process reengineering / improvement to the extent applicable would fall in  the  scope of the implementation of the project.

	40
	In the past, have there been any exercises wrt to risk identification like Six Sigma?
	No.

	41
	ESA apart, are there other software/ systems implementations that may affect the scope of this Integrated Risk Management Programme?
	At present, besides ESA, no other  major system is under implementation. Pl. also refer to para 4.2. of EoI. 
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