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	Corporate
	Charter or Certificate Number
	Exam Date

	
	
	


	201.1 Derivatives
	A. Policy


	Question #
	Question
	YesNoNa

	201QD-001
	Does the corporate have Part IV Expanded Authority?
	

	Comment
	

	201QD-002
	Has the corporate been authorized to enter into derivative activity under the investment pilot program in 703.140?
	

	Comment
	

	201QD-003
	Does policy specifically identify derivatives as a permissible activity for the corporate?
	

	Comment
	

	201QD-004
	Does policy identify the permissible uses that the corporate may make of derivatives?
	

	Comment
	

	201QD-005
	Are these uses in accordance with those approved by NCUA in its authorization to engage in derivative activity?
	

	Comment
	

	201QD-006
	Are the uses limited to the purposes of creating structured instruments, or hedging the balance sheet of the corporate, or its members?
	

	Comment
	

	201QD-007
	Does the corporate's use of derivatives reduce balance sheet risk, unless risk-increasing transactions are permitted in the grant of Expanded Authority?
	

	Comment
	

	201QD-008
	Are the Board and ALCO adequately informed on the levels of derivative activity?
	

	Comment
	

	201QD-009
	Do the ALCO reports reflect sufficient control of derivative activity?
	

	Comment
	


	201.1 Derivatives
	B. Procedures


	Question #
	Question
	YesNoNa

	201QD-010
	Are requirements for derivative transactions clearly described in procedures?
	

	Comment
	

	201QD-011
	Are individuals authorized to transact derivatives clearly specified in policy or procedures?
	

	Comment
	

	201QD-012
	Are there limits to the authority that has been delegated?
	

	Comment
	

	201QD-013
	Do adequate controls exist to monitor derivative positions?
	

	Comment
	

	201QD-014
	Is there a clear process for reporting and correcting exceptions to derivative limits?
	

	Comment
	

	201QD-015
	Is there an accurate identification and quantification of risk?
	

	Comment
	

	201QD-016
	Is derivative transaction information validated by those with transaction authority, prior to execution?
	

	Comment
	

	201QD-017
	If input is automated, are there processes in place to ensure accuracy?
	

	Comment
	

	201QD-018
	Is output checked for reasonableness by reference to quoted market prices?
	

	201QD-019
	Are reports generated for derivative transactions, and are these communicated to the designated oversight committee?
	

	Comment
	

	201QD-020
	Is a process in place to ensure that all transactions are verified and initialed by those with derivative transaction authority?
	

	Comment
	

	201QD-021
	Do liquidity policies and procedures adequately address potential derivative impacts on cash flow?
	

	Comment
	

	201QD-022
	Are procedures in place to ensure the derivative transaction has accomplished it intended purpose?
	

	Comment
	

	201QD-023
	In cases where the derivative has been entered into for reasons other than to create structured product for its members, are the risks of the transaction fully understood, and have they been fully documented?
	

	Comment
	

	201QD-024
	In cases where the derivative has been entered into for reasons other than to create structured product for its members, have the outcomes of the transaction been fully described at expiration, and analysis performed as to the effectiveness of the transaction?
	

	Comment
	


	201.1 Derivatives
	C. Systems and Reporting


	Queston #
	Question
	YesNoNa

	201QD-025
	What the methods of technique validation for the accurate identification and quantification of risk?
	

	Comment
	

	201QD-026
	Is the level of input data validation adequate?  (review of interface/automated input, sample of manual input).
	

	Comment
	

	201QD-027
	Is the output reasonableness in its valuation (as stated by the measurement system vs market quoted prices)?  Is back testing is customary and routine?
	

	Comment
	

	201QD-028
	Is reporting accurate and timely?
	

	Comment
	

	201QD-029
	Is sensitivity to individual market risk factors included in the reporting analysis?
	

	Comment
	

	201QD-030
	Does derivative risk reporting reflect stress tests of market conditions?
	

	Comment
	

	201QD-031
	Is exception reporting of derivative behavior and activity customary and routine?
	

	Comment
	


	201.1 Derivatives
	D. Operations and Accounting


	Question #
	Question
	YesNoNa

	201QD-032
	Have operating procedures been documented?
	

	Comment
	

	201QD-033
	Is transaction recording accurate and timely?
	

	Comment
	

	201QD-034
	Are accounting records routinely checked for accuracy?
	

	Comment
	

	201QD-035
	Is there a review process for derivative settlements?
	

	Comment
	

	201QD-036
	Are confirmations checked against the original trade ticket by a party other than the transactor of the derivative?
	

	Comment
	

	201QD-037
	Is an executed master swap (ISDA) agreement on file for each counterparty?
	

	Comment
	

	201QD-038
	Are controls, systems and procedures the subject of internal audit on at least an annual basis?
	

	Comment
	

	201QD-039
	Does the internal audit cover the adequacy of risk management and the appropriateness of the hedge?
	

	Comment
	

	201QD-040
	Does the CPA opinion audit cover the derivative process and FAS 133 compliance?
	

	Comment
	

	201QD-041
	Do derivative procedures ensure compliance with FAS 133?
	

	Comment
	

	201QD-042
	Has hedge correlation been established for each transaction?
	

	Comment
	

	201QD-043
	Have any exceptions to FAS 133 been properly accounted for, and properly communicated to the committee responsible for 133 compliance?
	


	201.1 Derivatives
	E. Credit Risk Management


	Question #
	Question
	YesNoNa

	201QD-044
	Have all counterparties utilized for derivative transactions been evaluated by the credit department?
	

	Comment
	

	201QD-045
	Are due diligence requirements clear and specific in credit department reviews procedures?
	

	Comment
	

	201QD-046
	Are counterparties evaluated and approved at least annually?
	

	Comment
	

	201QD-047
	Are credit ratings from a recognized agency (NRSRO)?
	

	Comment
	

	201QD-048
	Are ratings and counterparty limits monitored after purchase?
	

	Comment
	

	201QD-049
	Have downgrades by NRSRO's been reviewed and reported?
	

	Comment
	

	201QD-050
	Are there policies and procedures for concentrations, credit exceptions, and defaults?
	

	Comment
	

	201QD-051
	Are the credit ratings of all counterparties, no lower than the minimum ratings required for investment transactions, given the level of the corporate's expanded authority?
	

	Comment
	

	201QD-052
	In cases where the corporate may use derivatives for purposes other than the creation of structured products, and enters into transactions containing unusual risk potentials, does the credit review reflect due consideration for the increased credit risk underlying the transactions? (e,g. use of futures to hedge balance sheet risk)
	

	Comment
	


	201.1 Derivatives
	F. Personnel


	Question #
	Question
	YesNoNa

	201QD-053
	Has there been any change of key derivative transaction personnel?
	

	Comment
	

	201QD-054
	Are the delegated responsibilities of subordinate personnel clearly delineated?
	

	Comment
	

	201QD-055
	Is there sufficient backup and cross-training?
	

	Comment
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