


 
INSTRUCTION NO 22 TO CREDIT INSTITUTIONS ON RISK 

MANAGEMENT 
The Central Bank of Congo, 
Pursuant to Law n ° 005/2002 of 7 May 2002 on the establishment,                         
organization and functioning of the Central Bank of Congo including                   
Article 6 
Pursuant to Law n ° 003/2002 of 2 February 2002 concerning the activity 
and supervision of credit institutions, including his third title, 
Stop prudential rules for risk management applicable to institutions . 
Credit 
TITLE I: GENERAL PRINCIPLES 
Article 1 
Institutions subject to this Instruction are: 
­ banks; ­ Specialized financial institutions; ­ Financial corporations; ­. 
Savings 
Article 2 
Reporting institutions must put in place risk management systems to                   
identify, analyze, measure, monitor, and control the risks of different                   
natures which expose their activities . 
These systems must be tailored to the nature, scale and complexity of the                         
activities and operations of the institution and adjusted regularly                 
depending on their risk profile and market developments. 
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Reporting institutions must set place overall adequacy assessment               
process of regulatory capital against these risks. 
Article 3 
The strategies, policies, procedures and risk management limits should                 
be clearly defined and approved by the relevant statutory bodies credit                     
institutions, adapted to the management of each significant risk and                   
should be clearly explained, journals, updated and communicated within                 
institutions and respected in practice. 
Article 4 
For the purposes of this Instruction, the decisions chain and powers of the 
principal statutory bodies is as follows: 
(i) deliberative body (board of directors, supervisory board or equivalent                   
body) approves and regularly reviews the each significant risk                 
management strategy and policy and procedures to identify, measure,                 
monitor and control risk. 
(ii) executive body (Management Board, Executive Management,             
Management or equivalent body) is implementing the strategy of each                   
significant risk, approved by the legislative body and develops policies                   
and related procedures. It takes the necessary measures to monitor and                     
control all significant risks, in compliance with the adopted strategiesterm:. 
Also, the 
(I) credit risk: the risk resulting from the default of a counterparty that is no                             
longer able to meet its commitments to the institution; 
(ii) market risks: the risk of losses from changes inprices. 
market  They include: 
­ the risk of losses on positions in financial instruments in the balance                         
sheet and off­balance sheet due to adverse changes in market prices; 
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­ the risk is that resulting from adverse price developments foreign                     
currency converted into domestic currency due to an open position, or                     
cash or futures in foreign currencies; 
(iii) liquidity risk: the risk to the institution not being able to meet its                           
commitments their deadlines or can not close out a position because of                       
the market 
situation,(iv) operational risks: the risk of loss resulting from inadequate or                     
failure attributable to procedures, personnel, internal systems or external                 
events. Operational risk includes legal risk, but excludes strategic and                   
reputational risks; 
(v) legal risk: the risk of any dispute with a counterparty resulting from                         
inaccuracy, omission or failure may be attributable to the establishment in                     
respect of its 
operations,(vi) interest rate risk: the risk due to adverse changes in                     
interest rates on all balance sheet and off­balance sheet operations of the                       
institution, to the excluding transactions which are covered by the                   
monitoring device market risks; 
(vii) settlement risk: the risk during the period between when the payment                       
instruction or delivery of a financial instrument sold can not be canceled                       
unilaterally and final acceptance of the financial instrument bought or                   
corresponding species; 
(viii) intermediation risk: the risk of failure of a prime contractor or a                         
counterparty on the occasion a transaction in financial instruments in                   
which the reporting institution brings his performance guaranteeintraday:. 
(ix)  during the day or in the dayovernight. 
(s)  immediately or overnight 
(xi.) Stop­Losses: the deficit and stop the deficitidentification;. 
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Article 5 
The management of each significant risk includes the following steps: 
­  ­ Analysis; ­ The measure; ­ Monitoring and; ­ MasterII. 
Title  MANAGEMENT OF CREDIT RISK 
Article 6 
Reporting institutions must establish an appropriate environment for the                 
management of credit risk, with the legislative body approving the                   
strategy, the executive body implementing strategy and developing               
policies, procedures and services of the bank, able to identify and                     
manage credit risk inherent in its activities. 
Article 7 
Reporting institutions must have a credit risk selection procedure and a                     
system for measuring risks enabling them 
to:­ identify centralize their risk of balance sheet and off balance sheet in 
respect of a counterparty or counterparties considered as a single 
beneficiary; ­ To understand the different categories of risk levels based 
on 

qualitative and quantitative information; ­ To understand and control 
concentration risk through 

documented procedures; ­ To understand and control the residual risk 
through 

documented procedures;  To verify the adequacy of the diversification 
of commitments to their 
­.credit policy 
Article 8 
The measuring device, monitoring and credit risk control should help to                     
ensure that the risks facing the institution because of the failure of                       



counterparties are adequately assessed and 
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regularly monitored  consistent with the strategies, policies, procedures 
and limits it has set1. 
Section  From Operations selection deviceinstitutions. 
Article 9 
Reporting must ensure that the credit process is organized with internal                     
procedures and written instructions specifying the credit risk assessment                 
criteria and the definition of the powers of individuals and bodies                     
empowered to bind the institution. These criteria must be adapted to the                       
characteristics of the institution, in particular its size, nature and                   
complexity of its activities. 
The credit granting procedures must cover the various aspects of credit                     
granting activities (credit application , demand analysis, approval of the                   
record, disbursement, monitoring and recovery) as well as administrative                 
operations that result. 
Reporting institutions must establish procedures for the approval,               
extension, renewal and restructuring of loans. 
Article 
10of credit decisions must reflect the overall profitability of transactions                   
with the customer and, through predictive analysis of income and                   
expenses relating thereto (operating cost and financing, corresponding               
charge to the risk of default of the consideration and eventual return on                         
equity). 
Article 11 
The loan decision procedures or commitments, particularly where they                 
involve delegation, must be clearly formalized and adapted to the                   
characteristics of the establishment, especially its size, its organization, its                   
nature and activity. 
Where the nature and size of transactions so require, reporting institutions                     



shall ensure, in the context of compliance with defined delegation                   
procedures, the decisions of loans or commitments are made ​​by at least                       
two people and thatfiles 
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creditwere also analyzed by a specialized unit independent operating 
entities. 
When loans or commitments to officers or major shareholders, subject                   
institutions examine the nature of operations and the conditions attaching                   
to them under the prudential regulations. 
Article 12 
The loan applications result in the creation of files with the most recent                         
accounting records as well quantitative and qualitative information for the                   
assessment of credit risk by taking into account the elements of the                       
recipient's financial situation, particularly its ability to repay and, where                   
appropriate, guarantees received. 
Credit reports are regularly Updated2. 
Section  From credit risk analysis device 
Article 13 
The credit risk analysis must take into consideration the nature of the                       
activities of the applicant credit, financial situation, the heritage area its                     
major shareholders or members, its repayment capacity and the                 
guarantees and collateral he offered. 
For exposures to a company, it must also take into account the analysis of                           
the economic environment, the characteristics of the partners or                 
shareholders and leaders, and entities with which it constitutes an interest                     
group. 
Article 14 
Reporting institutions must proceed, at least quarterly, to analyze the                   
evolution of the quality of their commitments. This examination includes                   
consideration for operations whose importance is significant, the               
necessary reclassifications within internal categories for assessing the               
level of credit risk and, as necessary, the assignments in the accounting                       



headings NPL and appropriate levels of provisioning. 
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Article 15 
The determination of the appropriate level of provisioning reflects the                   
guarantees for which institutions ensure effective opportunities to achieve                 
them and the existence of a recent evaluation carried out on a prudent                         
basis. 
To do this, reporting institutions must set up a management system                     
guarantees and collateral held by counterparties of credit and proceed to                     
periodically re­evaluation. 
Article 16 
The executive body must, at the very least semi­annually in a post hoc 
analysis of the profitability of credit operations3:.. 
Article 17 
Reporting institutions attribute to their counterparts for the risk                 
assessment of credits, a note referring to a rating scale 
Section  From measuring device credit risk 
Article 18 
Measurement systems of credit risk implemented should enable to                 
identify, measure and aggregate risk resulting from all on­ and off­balance                     
sheet for which the institution incurs a risk of counterparty default. 
For measurement of credit risk generated by instruments traded on                   
over­the­counter markets or markets assimilated to regulated markets,               
subject institutions whose activity is significant, should retain a method of                     
evaluating the market price which takes into account a future risk factor. 
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Article 19 
Reporting institutions that use statistical systems for the selection and the                     
extent of their credit risk regularly check their relevance to the incident                       
payment established in the recent past and taking into account the                     
evolution of the economic and legal environment. 
Article 20 
Schools must implement specific procedures contest management, which,               
under the regulations, are considered Irregular claims or outstanding.                 
These competitions must be recorded in the appropriate accounts of                   
supervised institutions and lead to the creation of the required provisions. 
Article 21 
The institutions must have the measurement, control and credit 
concentration risk monitoring. 
Monitoring Devices the concentration of credit risks should consider the                   
risk concentration on one individual counterparty or interest group, as well                     
as concentrations by type of credit, by economic sector, by region, by                       
country and by type guarantee or security. 
Article 22 
Credit risks incurred on counterparties of important competitions, must be                   
approved by the executive body, subject to special supervision, both on                     
an individual basis as consolidated, and a periodic information to the                     
legislative body. 
Credit risks incurred on counterparties with excessive competition must 
be approved by the legislative body. 
Article 23 
Reporting institutions are required to implement credit risk mitigation 
mechanisms . 
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Section 4: monitor and control  risk 
credit 
Article 24 
Reporting institutions shall put in place appropriate mechanisms to enable 
them to: 
­ ensure compliance of the application within their strategies, policies and 
Credit risk management procedures in place; ­ Ensuring the quality of 
these strategies, policies and procedures 

forany updates; ­ Ensure compliance with limits on exposures to the 
same 

counterparties and related persons; ­ Ensure the application of  risk 
identification 

creditprocess;­ Ensure the implementation of the process of analysis 
and assessment; 

creditrisk  ­ Ensure the application of the measurement process and 
management monitoring; 

creditrisk  ­ Ensure compliance of the interaction between the 
legislative body and 

the executive body of the credit risk management; ­ Ensure the 
adequacy of their regulatory capital into 

relation  their credit risk profile;  Ensure the implementation of 
mitigation mechanismscreditrisk 
­.for prudent management 
Article 25 
Reporting institutions must establish specific procedures for early               
identification of deteriorating credit quality in terms of the regulations. 
Article 26 



Reporting institutions shall conduct regular stress tests to assess the                   
vulnerability of their credit portfolio in the event of economic downturn or                       
deterioration in the quality of the counterparties. 
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Article 27 
Reporting institutions shall make periodic stress tests for their main forms                     
of credit risk concentration and examine their impact on the results and                       
regulatory capitalIII. 
TITLE  MANAGEMENT MARKET RISKS 
Article 28 
Reporting institutions shall establish an appropriate environment for               
management of market risks, with the legislative body approving the                   
strategy, the executive body implementing the strategy and developing                 
policies, procedures and services of the bank, able to identify and                     
manage market risks inherent in all its activities. 
Article 29 
Reporting institutions must put in place a measuring device, monitoring                   
and control of market risks that allows to ensure that the risks facing the                           
institution, due to price changes are properly assessed and regularly                   
monitored in accordance with the strategies, policies, procedures and                 
limits to this effect by the institution1. 
Section  From the identification device market risk 
Article 30 
Reporting institutions have a market risk management procedure to: 
­ identify centralize their risk of balance sheet and off balance sheet and 
those arising from exogenous factors against price changes; ­ Understand 
the different categories of market risks to which they are exposed from 
qualitative and quantitative information; ­ Identify and separate the 
positions in the trading portfolio of those assigned to the banking book. 
This separation also applies to hedging instruments 




