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	Corporate
	Charter or Certificate Number
	Exam Date

	
	
	


	202-Asset_Liability Management
	A. Asset/Liability Policy


	Question #
	Question
	YesNoNa

	202Q-001
	[ALL]  Does policy specify the maximum % decline in net economic value (NEV) relative to current NEV, measured quarterly? (Corporates with expanded authorities (i.e., Base-Plus, Part I…) must perform monthly measurements).
	  

	Comment
	

	202Q-002
	[ALL]  Does policy specify the minimum NEV ratio, as defined by dividing NEV by the fair value of assets, measured quarterly? (Corporates with expanded authorities (i.e., Base-Plus, Part I…) must perform monthly measurements).
	

	Comment
	

	202Q-003
	[ALL]  Is the minimum NEV ratio before and after shocks specified to be at least 2%?
	

	Comment
	

	202Q-004
	[BASE]  Is the maximum decline in the NEV ratio after shocks specified to be no more than 15%?
	

	Comment
	

	202Q-005
	[ALL] Does policy specify test parameters for interest rate risk (IRR) simulations?  Are these detailed to cover shocks on NEV, and additional tests management determines is needed?
	

	Comment
	

	202Q-006
	[ALL] Does policy require an annually assessment be made to determine if additional tests should be conducted to address market factors that may materially impact NEV.
	

	Comment
	

	202Q-007
	[ALL] Do the additional tests include changes in the shape of the yield curve, adjustments in prepayment projections, changes in spread assumptions, adjustments to volatility assumptions?
	

	Comment
	

	202Q-008
	[ALL] Does the policy describe the tests for modeling of indexes that underlie coupon formulas?
	

	Comment
	

	202Q-009
	[BASE PLUS]  If the corporate has Base Plus Authority, is the decline in NEV limited to a maximum of 20%?
	

	Comment
	

	202Q-010
	[PART I & Part II]  Does policy limit the decline of NEV under shocks to a maximum of either 20, 28, or 35%, as per the capital requirement?
	

	Comment
	

	202Q-011
	[ALL] Liquidty:  Does the policy address liquidity issues? (Evaluate member needs under multiple scenarios, monitor  internal/external sources of liquidity, consider accounting classifications, contain a contingency funding plan)?  Is a liquidity plan reviewed annually by ALCO?
	

	Comment
	

	202Q-012
	[ALL] Borrowing:  Is the credit union's borrowing limited to 10 times capital or 50% of shares and capital?
	

	Comment
	

	202Q-013
	[ALL] Violations:  In all cases, if the corporate fails the regulatory tests for the base case NEV, the decline in NEV, or the NEV ratio, and does not bring itself into compliance within 10 days, has this violation been reported to the Board, supervisory committee, and OCCU.  If the problem persists for 30 calendar days, did the corporate develop and submitt a detailed action plan to the OCCU Director that sets forth the time needed and means by which it intends to correct the violation?
	

	Comment
	


	202-Asset_Liability Management
	B. Board & Alco


	Question #
	Question
	YesNoNa

	202Q-014
	[ALL] Board: Does the Board receive summary reports on ALM that are adequate for oversight?
	

	Comment
	

	202Q-015
	[ALL] ALCO:  Does the corporate's ALCO have at least one member who is also a member of the Board?
	

	Comment
	

	202Q-016
	[ALL] ALCO: Does ALCO review A/L reports on a monthly basis?
	

	Comment
	

	202Q-017
	[ALL] ALCO: Does ALCO  receive reports on a timely basis, measuring the impact on NEV and NEV ratio of +/-300 bps parallel shocks?
	

	Comment
	

	202Q-018
	[ALL] ALCO:  Are reports that are provided to ALCO adequate to ensure compliance with regulatory requirements and any related risk management policies?
	

	Comment
	

	202Q-019
	[ALL] ALCO:  Are the minutes of ALCO sufficiently detailed to allow assessment of whether the committee is acting to fulfill its mission, as detailed by Board instructions, and by risk management policies?
	

	Comment
	

	202Q-020
	[ALL] ALCO:  Do the minutes indicate that ALCO is fully conversant with the risks that it has been charged with managing, and that appropriate discussions have occurred toward this end?
	

	Comment
	

	202Q-021
	[ALL] ALCO: Are the responsibilities of ALCO clearly delineated by policy?
	

	Comment
	

	202Q-022
	[ALL] ALCO: Are all practices of ALCO consistent with policy?
	

	Comment
	

	202Q-023
	[ALL] ALCO: Is ALCO demonstrating that it is aware of emerging risks to the corporate, and that it routinely acts to anticipate future risks?
	

	Comment
	

	202Q-024
	[ALL] ALCO: Is the composition of ALCO sufficiently segmented to cover the scope and complexity of the various risk sectors of the corporate?
	

	Comment
	


	202-Asset Liability_Management
	C. Organization


	Question #
	Question
	YesNoNa

	202Q-025
	[ALL, except Base & Base-plus] Organization:  Is the risk management/ assessment function clearly segregated from those functions that involve exposing the corporate to interest rate risk or liquidity risk? (e.g.,, investments, treasury, cash management)

	 

	Comment
	

	202Q-026
	[ALL] Reporting: Are the results of base case NEV ratio , NEV under shocks, and the minimum allowable NEV ratio all within limits set by regulation and policy, as related to the corporate's level of authority?
	

	Comment
	

	202Q-027
	[ALL] Reporting: Are the results of additional tests for curve rotations, prepayment, spread and volatility changes reported to ALCO where required by regulation and policy?
	

	Comment
	

	202Q-028
	[ALL] Reporting: Are these results communicated to ALCO in a format that allows the committee to be easily aware of material increases in risk exposure?
	

	Comment
	

	202Q-029
	[ALL] Reporting: Are the assumptions underlying the risk reports clear, and fully communicated?
	

	Comment
	

	202Q-030
	[ALL] Reporting: Are any changes in risk exposure fully explained?
	

	Comment
	

	202Q-031
	[ALL] Reporting: Are the reasons for changes under additional tests reported in a manner that allows ALCO to understand clearly the extent of these effects, and the reasons for their impacts?
	

	Comment
	

	202Q-032
	[ALL] Reporting: Were the additional tests, if conducted, performed at levels that implied stress on the balance sheet?
	

	Comment
	

	202Q-033
	[ALL] Reporting: Were any additional reports provided to ALCO to communicate the corporate's exposure to interest rate risk?
	

	Comment
	

	202Q-034
	[ALL] Reporting: Does ALCO receive reports detailing borrowings, and demonstrating that sufficient contingent sources of liquidity remain available?
	

	Comment
	

	202Q-035
	[ALL] Data: Are all of the characteristics of the corporate's instruments properly captured, including all embedded options? (e.g prepayments, calls, step-ups, caps, floors)
	

	Comment
	

	202Q-036
	[ALL] Data: Are the database and risk modeling systems coordinated to allow for the accurate transmission of data on the instruments of the corporate?
	

	Comment
	

	202Q-037
	[ALL] Data:  Where data feeds are automated, are the database links sufficient to transmit instrument characteristics in a manner that allows the IRR model to treat these correctly?
	

	Comment
	

	202Q-038
	[ALL] Data:  Does the corporate rely on any secondary software systems aside from the central database and IRR model?  Are significant portions of the balance sheet handled by these ancillary systems? (e.g., BondEdge, Bloomberg)
	

	Comment
	

	202Q-039
	[ALL] Data:  If secondary systems are used, does personnel fully understand the parameters and methods used by the software? (e.g., option pricing techniques)
	

	Comment
	

	202Q-040
	[ALL] Data:  Is any data manually input to the IRR model, and if so, is personnel able to determine the validity of this data?
	

	Comment
	

	202Q-041
	[ALL] Data:  Do personnel periodically check for the accuracy of data, and are they aware of any areas that need refinement?  If so are they investigating these?
	

	Comment
	

	202Q-042
	[ALL] Data:  Are personnel aware of and understand the assumptions underlying the data?  If so, are personnel fully aware of the impact of these assumptions on the results generated by the model?  Are they documenting these assumptions and their impacts?
	

	Comment
	

	202Q-043
	[ALL] Data:  If any assumptions have been utilized, have these been verified against any available external sources of information? (e.g., Bloomberg prepayment medians, spread histories, historical volatilities?)
	

	Comment
	

	202Q-044
	[ALL] Model:  Does the IRR model, assisted  by any secondary software used by the corporate, have adequate functionality to capture fully the range and detail of the corporate's risk exposure?
	

	Comment
	

	202Q-045
	[ALL] Model:  Is there sufficient flexibility in the model to allow for the accurate modeling of options contained in the balance sheet? (e.g., if there are indeterminate options such as prepayments, are multiple rate paths available?)
	

	Comment
	

	202Q-046
	[ALL] Model:  If the IRR model has the capability to model embedded options, have the parameters been properly set, according to instrument type?
	

	Comment
	

	202Q-047
	[ALL] Model:  If there are limitations to the model, are they recognized and documented by personnel?  Has consideration been given to purchasing more complex software?
	

	Comment
	

	202Q-048
	[ALL] Model:  If certain instruments cannot be modeled by any of the corporate's systems, are these identified and has their treatment been specified?  Do personnel understand the impact of these on the accuracy of the model's valuation and behavior under shocks?
	

	Comment
	

	202Q-049
	[ALL] Model:  If the IRR model has the limits in its ability to model certain instruments and/or embedded options, does the facility exist to override results within the model? (e.g., forcing calls on bonds, overriding OAS results)
	

	Comment
	

	202Q-050
	[ALL] Model:  Are the results of the model thoroughly reviewed for reasonableness?  Have any inconsistencies from previous results been evaluated and corrected? Have all errors been disclosed to ALCO, with an explanation of their effects?
	

	Comment
	

	202Q-051
	[ALL] Model:  Are system reports adequate and complete, to permit reconciliation of calculated results with data input? (e.g., prepayment specifications vs resulting cash flows, modeled instrument values vs quoted market price?)
	

	Comment
	

	202Q-052
	[ALL] Valuation Methods:  Are the values of fixed and variable bullet instruments, and their changes under shocks, properly calculated? (e.g., modified duration plus convexity for fixed instruments, spread duration for variable instruments)
	

	Comment
	

	202Q-053
	[ALL] Valuation Methods: Are the values of fixed and non-interest accounts valued using static discounted cash flow methods?  Are the discount spreads based on the current market rates?
	

	Comment
	

	202Q-054
	[ALL] Valuation Methods: Does the model have the capacity to produce lattice and path dependent option pricing structures?
	

	Comment
	

	202Q-055
	[ALL] Valuation Methods: If path generation functionality exists, is this on a representative path space, an antithetic construction, or a random path space?
	

	Comment
	

	202Q-056
	[ALL] Valuation Methods:  How many paths are generated? Are there a sufficient number to produce price convergence?
	

	Comment
	

	202Q-057
	[ALL] Valuation Methods:  If the corporate utilizes random path generation, are there path compression techniques such as linear path space, or Latin Hypercube sampling?
	

	Comment
	

	202Q-058
	[ALL] Valuation Methods:  If the model incorporates internal option pricing models, are there multiple pricing methodologies available, and are the reasons for preferring one of these stated and understood by the corporate? (e.g., Black Karazinski, Hull-White, Ho-Lee, Heath Jarrow & Morton).
	

	Comment
	

	202Q-059
	[ALL] Valuation Methods:  Are structured options, such as calls and step ups, valued according to the preferred method? (lattice techniques, binomial or trinomial)?
	

	Comment
	

	202Q-060
	[ALL] Valuation Methods:  Are path dependent behavioral options, such as prepayments, valued using multiple path space techniques?  If not, how are they being valued?
	

	Comment
	

	202Q-061
	[ALL] Valuation Methods:  Are the modeled market values reviewed for reasonableness relative to market quoted prices by means of monitoring OAS results?  Are these results representative of the OAS's that would be expected for instruments of the type valued?
	

	Comment
	

	202Q-062
	[ALL] Valuation Methods:  Does personnel understand the importance of OAS verification of base market values, and the substantial impact that error in this area will have in shock tests?
	

	Comment
	

	202Q-063
	[ALL] Risk Assessment-Internal:  Does the corporate have a strong and consistent risk management culture that forms a recognized part of the overall conduct of business?
	

	Comment
	

	202Q-064
	[ALL] Risk Assessment-Internal:  Does the corporate make assumptions on core deposit assumptions for daily shares that are based on a satisfactory methodology?
	

	Comment
	

	202Q-065
	[ALL] Risk Assessment-Internal:  Has the risk assessment included all recent transactions that affect the corporate's risk exposure?
	

	Comment
	

	202Q-066
	[ALL] Risk Assessment-Internal:  Are the additional tests for IRR performed on all new investment, liability and derivative positions that have been adopted by the corporate?
	

	Comment
	

	202Q-067
	[ALL] Risk Assessment-Internal:  Do the tests performed by the corporate reflect the levels for prepayments, spreads, volatilities, and curve behavior in ways that sufficiently reflect future risks?
	

	Comment
	

	202Q-068
	[ALL] Risk Assessment-External:  Do the results of the annual external audit of the corporate's financial statements reflect the level of AL risk to the corporate?  If not has the corporate retained an external party to examine its risk exposure?
	

	Comment
	

	202Q-069
	[ALL] Risk Assessment-External:  Were the findings of an external review positive in their estimation of the corporate's risk exposure, and management of this risk?  Were there any material shortcomings discovered in the review?
	

	Comment
	

	202Q-070
	[ALL]  Has there been any change of key ALM personnel?
	

	Comment
	

	202Q-071
	[ALL]  Do personnel have sufficient knowledge, experience and training?
	

	Comment
	

	202Q-072
	[ALL]  Are the delegated responsibilities of subordinate personnel clearly delineated?
	

	Comment
	

	202Q-073
	[ALL]  Is there sufficient backup and cross-training?
	

	Comment
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