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ABOUT THE GUIDE

This section provides a brief description of the scope, the audience, the references, the
organization of the user guide and conventions incorporated into the user guide. The topics in this
section are organized as follows:

. Scope of the guide

e  Audience

. Documentation Accessibility
. Access to Oracle Support

. How to use this user guide

. Related Information Sources
SCOPE OF THE GUIDE

The objective of this user guide is to provide a comprehensive working knowledge on Oracle
Financial Services Liquidity Risk Management, Release 3.0. This user guide is intended to help
you understand the key features and functionalities of Oracle Financial Services Liquidity Risk
Management (LRM) release 3.0 and details the process flow and methodologies used in the
computation and management of Liquidity Risk.

INTENDED AUDIENCE

Welcome to release 3.0 of the Oracle Financial Services Liquidity Risk Management user guide.
This manual is intended for the following audience:

. Business User: This user reviews the functional requirements and information
sources, like reports.

. Strategists: This user identifies strategies to maintain an ideal liquidity ratio and
liquidity gap based on the estimated inflow and outflow of cash.

. Data Analyst: This user would be involved with cleaning, validation and importing
of data into the OFSAA Download Specification Format.

DOCUMENTATION ACCESSIBILITY

For information about Oracle's commitment to accessibility, visit the Oracle Accessibility Program website
at http://www.oracle.com/pls/topic/lookup?ctx=acc&id=docacc.

ACCESS TO ORACLE SUPPORT

Oracle customers have access to electronic support through My Oracle Support. For information, visit
http://www.oracle.com/pls/topic/lookup?ctx=acc&id=info or visit
http://www.oracle.com/pls/topic/lookup?ctx=acc&id=trs if you are hearing impaired.
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RELATED INFORMATION SOURCES

e Oracle Financial Services Liquidity Risk Management Release 3.0, Installation Guide
e Oracle Financial Services Liquidity Risk Management Release 3.0, Release Note
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What's New in this Release

The Oracle Financial Services Liquidity Risk Management Release 3.0.0.0.0 is an enhancement of the
existing Oracle Financial Services Liquidity Risk Management Release 2.0.2.0.0 which has the following
enhanced features:

Liquidity Coverage Ratio calculations in accordance with US Federal Reserve guidelines
Enhancement to Liquidity Coverage Ratio calculation in accordance with BIS guidelines
Pre-configured US Federal Reserve and BIS LCR scenarios

Generation of FR 2052 a and FR 2052 b liquidity reports

Flexible and parameterized business assumption definition with multiple assumption categories
and sub-categories

Enhanced user interface supporting multiple time bucket definitions, workflows and versioning
Liquidity transferability restrictions and consolidation calculations

Calculation of impact of assumptions on interest cash flows
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1 Introduction to Oracle Financial Services Liquidity Risk
Management (OFS LRM)

Liquidity Risk Management (LRM) has emerged as a critical risk management function for banking
institutions, as regulators increasingly require banks to have a robust liquidity management framework in
place. As per the Basel Committee on Banking Supervision (BCBS), “liquidity is the ability of a bank to
fund increases in assets and meet obligations as they come due, without occurring unacceptable losses”.
Oracle Financial Services Liquidity Risk Management, Release 3.0, is designed to address liquidity risk of
banking institutions across the world. It helps financial institutions to

e Drive liquidity ratio regulatory compliance and adhere to tight regulatory deadlines through pre-
packaged rules and computations

e Engage in enterprise-wide comprehensive stress testing that feeds into the contingency funding
planning process

e Improve risk reporting practices by leveraging an extensive set of reports and dashboards built
out of a unified data model

1.1 Overview

Oracle Financial Services Liquidity Risk Management comprehensively addresses an organization's
liquidity risk requirements, both regulatory and management, through a flexible user interface, robust
calculations and advanced reporting. It supports pre-configured calculations, scenarios and reporting
templates to ensure full compliance with BIS Basel Il guidelines, US Liquidity Coverage Ratio calculation
and 4G liquidity reporting guidelines (popularly known as US Federal Reserve FR 2052 a and FR 2052 b
Liquidity Monitoring templates).

The Liquidity Risk Management Application inter alia, contains the following functionalities:
e Liquidity Gap Calculations

e Liquidity Ratio (as per BIS and US Federal Reserve Guidelines) and Funding Concentration
Calculation

e Counterbalancing

e Stress Testing

e Run Management
An overview of the above functionalities in the Liquidity Risk Management Application is given in the
following sections:

1.1.1 Liquidity Gaps

Liquidity gap is the mismatch in a bank’s inflows and outflows from various assets and liabilities, due to
the difference in the behavior exhibited by the customers. This gap can be positive or negative,
depending on if the bank has more inflows than outflows and vice versa.
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For banks, the liquidity gap can change over the course of the day as deposits and withdrawals are
made. This means that the liquidity gap is more of a quick snapshot of a bank’s risk.

Liquidity Gap can also depicted by the formula (Cash Inflows — Cash Outflows).

1.1.2 Liquidity Ratio and Funding Concentration

Various parameters in Liquidity Risk Management help in analyzing the liquidity status of the bank.
Liquidity ratios are one such parameter prescribed in the Basel Il Guidelines. There are two types of
ratios calculated by the LRM Application which are as follows:

e Liquidity Coverage Ratio: Liquidity coverage ratio addresses the short-term liquidity needs of an
institution during a stress situation. It estimates whether the stock of high quality liquid assets is
sufficient to cover the net cash outflows under stress situations over a specified future period, in
general, lasting 30 calendar days (or LCR horizon). Liquidity coverage ratio is calculated at the
legal entity level on a standalone and consolidated basis. Liquidity coverage ratio is also
calculated at the level of each significant currency in order to identify potential currency
mismatches, which is known as Foreign Currency Liquidity Coverage Ratio.

e Net Stable Funding Ratio: This addresses the medium and long-term liquidity needs of a bank
during a stress situation. It specifies the minimum amount of stable funding required to be
maintained in order to promote stable long term funding.

e Funding Concentration: Wholesale funding from significant sources is calculated in order to
monitor the liquidity risk arising from the withdrawal of such funds. Funding concentration is
calculated on the basis of following dimensions:

» Concentration by Significant Counterparties
» Concentration by Significant Products, and

» Concentration by Significant Currencies

1.1.3 Counterbalancing

As part of their liquidity governance process, financial institutions are required to have formal contingency
funding plans for addressing liquidity needs during periods of stress. The Counterbalancing Strategy
module of Oracle Financial Services Liquidity Risk Management aids banks in developing such
contingency funding plans to address the liquidity hotspots observed during stress scenarios of varying
magnitudes.

A counterbalancing strategy consists of one or multiple counterbalancing positions covering the fire sale
of marketable and fixed assets, creation of new repos, rollover of existing repos and raising fresh deposits
or borrowings. These can be easily configured by selecting the individual instrument, asset or product and
specifying the parameters such as haircuts, sale percent, rollover rate and so on, based on the type of
position. Once, the counterbalancing positions are specified, the strategy is applied to the existing liquidity
gaps in order to assess its impact.
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1.1.4 Stress Testing

Stress testing is now an integral part of a bank’s risk measurement system and plays an important role in
estimating the effects of potential financial crises on a bank’s operations. Stress testing or risk estimation
technique refers to the process of examining the stability of a system or entity in adverse conditions. It
involves testing beyond normal operational capacity, often to a breaking point, in order to observe the
results.

Stress testing is an integrated framework of OFSAAI which supports the stress testing requirements
across the entire suite of OFSAAI products including Liquidity Risk Management. It allows banks to define
shocks and assess the impact of such shocks across multiple business areas.

Stress testing provides adverse values of business assumptions such as rollover rates, Run-off rates and
so on, and replaces the BAU assumptions with these stress assumptions.

1.1.5 Run Management

Run Management allows you to define, approve and execute Runs in the LRM Application. Different
types of Runs are defined using the Run Framework of the Oracle Financial Services Analytical
Applications Infrastructure (OFSAAI) and executed using the Run Management window in the LRM
Application.

The types of Runs are as follows:
e Contractual Run
This is the first Run defined using the Run Management window of the LRM Application.

A contractual Run allows you to estimate liquidity gaps based on the contractual cash flows
received as a download from the bank. All inflows and outflows of cash are assumed to be
generated based on the terms of the contract. The liquidity metrics, both gaps and ratios, are
estimated on a standalone (Solo) basis for each selected legal entity or on a consolidated basis
at the level of the selected legal entity. The gap report enables the analysis of the current liquidity
gaps in each time bucket purely based on contractual terms. Contractual Execution caters to the
as of date liquidity status of the organization without the application of any business assumption.
Contractual Runs are defined for long term buckets.

The purpose of defining contractual Run in LRM 3.0 is to execute BIS Basel Il Liquidity Runs to
calculate Gap to report liquidity gaps in each time bucket (Cash Inflow — Cash Outflow).
This forms the base for BAU Run with combination of single or multiple business assumptions.

Assumptions are applied either on original balance or cash flows or the changing balance or cash
flows across business assumptions.

e Business As Usual

After defining and executing a contractual Run, business assumptions such as rollovers, Run-
offs, prepayments, delinquencies, haircuts and so on, are to be defined and applied to the
contractual cash flows, through BAU execution. This execution computes the liquidity position of
the organization under business — as — usual or normal conditions by assessing the impact of the
BAU assumptions on the contractual cash flows. The contractual Run forms the base for BAU
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Run with combination of single or multiple business assumptions. The assumptions are applied
either on original balance or cash flows or the changing balance or cash flows across business
assumptions.

e Stress Run

After defining and executing business assumptions, a stress Run is created through the Stress
Definition module of AAI. A business-as-usual Run is selected as the baseline Run and the BAU
assumptions which are part of the selected baseline Run are replaced by stress business
assumptions. Replacement of a set of BAU assumptions with another set of stress assumptions
constitutes a scenario for stress testing within LRM. Stress business assumptions are similar to
BAU assumptions, but with adverse or stressed values. On execution of the stress Run, the
business assumptions are applied to contractual cash flows to assess the impact of the scenario
on the liquidity metrics.
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1.2 Understanding LRM Flow

Liquidity Risk is managed by the LRM application through the following functionalities as represented in
the given diagram:

Credit GL Mitigant Account Account Transaction
Line Cashflow Information Information Cashflow Data Storage

. Y

Time Bucketing

Aggregate
Cashflow

.

Business
Assumption
Definition and
Execution

|
} }

Basel Ratio
Computation

GAP Calculation

Y

Counterbalancing
Strategy Definition
and Execution

Input Data

LRM processing using
different tables

Result Data

Figure 1 LRM Flow
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The process flow chart depicts the LRM flow as explained in the following steps:

1.

The data is received from the following tables: Credit Line, GL Cash Flow, Mitigant Information,
Account Information, and Transaction Data Storage. The cash flows are received from the
Account Cash flow tables.

After the account cash flows data are received, they are bucketed as per the defined time period.
For instance, if the Time Bucket is for 1 - 15 days or 1 - 30 days, in the case of 1-15 days all the
cash flows which are received within 15 days are accumulated and placed in the first Time
Bucket. Similarly, the cash flows received from 1 - 30 days are accumulated, calculated, and
placed in the 1 - 30 days Time Bucket.

After Time Bucketing is completed, aggregation of cash flows is done. Aggregation of Cash flows
is done based on the different dimensions. Some examples of the dimensions are Legal Entity,
Currency, Product, Product Type, and so on. For a detailed list of LRM dimensions, refer
Annexure A: LRM Data Flow and Dimensions. These dimensions are defined in Business
Assumptions Definition User Interface. The aggregation of cash flows is done in respect of the
data received from the Credit Line, GL Cash Flow, Mitigant Information and Account Information
tables as well as the time bucketed account cash flows.

After the cash flows are bucketed, they are aggregated using the Fact Aggregation cash flow
table using different dimensions.

After the cash flow aggregation is completed (that is after a contractual Run), a Business
Assumption is applied to the contractual Run. These business assumptions are defined in the
Business Assumption Definition User Interface. Once these definitions are defined, the BAU Run
is executed. While executing a BAU Run, select one of the definitions and then execute a Run.

While executing the Run, the following are calculated: Basel Ratio Computation (which computes
LCR) and GAP Calculation (which computes Inflow - Outflow). There are different types of reports
based on the purpose selected. Based on the purpose selected as part of the Run the reports are
generated. For a particular data the legal entity is selected and the data is generated.

A range of counterbalancing strategies can then be defined easily based on a combination of
counterbalancing positions in order to bridge the liquidity gaps observed under different business
conditions. Users select the business-as-usual or a stress execution to which a counterbalancing
strategy is to be applied and view the base results where the negative gaps are highlighted.

Once, the counterbalancing positions are specified, the strategy is applied to the existing liquidity
gaps in order to assess its impact.
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2 Getting Started with OFS LRM

To access the LRM application you need to log into OFSAAI environment using the following window.

@ OFS&A Infrastructure Login Screen - Windows Internet Explorer

ORACLE

About

Language
User ID

Pagssword

K= ORACLE’

Yersion 7.35.00
Copyright @ 1993, 2014 Oracle andior itz atfilistes. Al rights reserved

Financial Services An ﬂ|-yli|2ﬂ| Applications Infrastructure

Figure 2 OFSAAI Log in window

Tag

Description

Language

Select the language in this field.

User ID

Enter the User ID to Login.

Password

Enter the password to Login.

Login

Click the Login Button after providing User ID and
Password for Login.

Table 1 OFSAAI Log In

==
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When you log into OFSAAI, the first screen which appears is illustrated below.

oRACLE

| s Homa
) Uniied Metadara Uanages

| % g Pt Framewen

#% Operatons
| 8 Sratem Comguration
| = i saminvamasen
* i Advanced Anaivbcs Infrasiuchue
| = eF rusk sgoucains
ity Hsk Mansquesacs

Figure 3 OFSAAI window - Liquidity Risk Management Link

Tag Description
Logout Click this button to logout of OFSAAL.
Select the infodom where the LRM Application is
Infodom )
installed.
Liquidity risk Click this link to access LRM Application window.

Management Link

Table 2 OFSAAI window
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3 Application Preferences

3.1 Overview

The Application Preferences tab helps to select some set-up parameters required for LRM processing.
These include selection of Contractual Cash Flow processes, mandatory dimensions and aggregation
dimensions. LRM Functional Administrator can set the application preferences.

3.2 Understanding Application Preferences

To open the Application Preferences window, in Oracle Financial Services Analytical Applications
Infrastructure window choose, Risk Applications > Liquidity Risk Management > Application
Preferences on the Left-Hand Side (LHS) menu.

| oRrRACLE

Figure 4 Application Preferences window
The Application Preferences window has the following sections:
e Contractual Cash Flow Process Selection
e Mandatory Dimension Configuration

e Aggregation Dimension Selection

3.3 Contractual Cash Flow Process Selection

Note: This section is applicable only when both LRM and ALM are installed in the same information
domain (infodom).

Contractual Cash Flow Process Selection displays a list of ALM Processes which are executed for cash
flow generation. The cash flow engine in ALM can be executed in one or multiple processes; these can
be Contractual or Scenario based. Each of them generates cash flows for various asset and liability
products. LRM processes these cash flows and this list displays the available ALM cash flows processes.

To select the process for Contractual Cash Flow Process, perform the following steps.
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1. On the Application Preferences window, under Contractual Cash Flow Process Selection, click

=1 {0 select the process. The browser is displayed.

s =
/& Contractual Cash Flow Process Browser - Windows Internet Explorer l = S
# Search
iy1]
# Contractual Cash Flow Processes
Members Selected Members
Gold Copy SDP LRM - Berrowings -

Gold Copy SDP LRM - Investment
Gold Copy SDP LRM - Leases
Gold Copy SDP LRM - Loan Cont
Gold Copy SDP LEM CASA

Gold Copy SDP LRM Credit card
Gold Copy SDP LRM Guarentees
Gold Copy SOP LEM MM Contracts L"‘ al
Gold Copy SDP LRM Qverdraft |
Gold Copy SDP LRM Term Deposit
Gold Copy SDP OffBal -Swap
Gold Copy SDP OnBal - CASA
Gold Copy SDP OnBal - CrdtCard
Gold Copy SDP OnBal - LeanCont
Gold Copy SDP OnBal - TermDep
Gold Copy SDP OnBakBGL

Figure 5 Contractual Cash Flow Process Selection

1. Select one or multiple contractual cash flow processes, the outputs of which will be used by LRM.

2. Double click the members or click Eg to move them to Selected Members section.
T
Using * up or down arrows, you can sequence the contractual cash flow processes.

4. Click OK. The process IDs are stored in appropriate tables. The application selects all the cash
flows that have a ALM cash flow engine’s process IDs which are associated with this and picks
up these IDs that is, once it is stored, it picks up the relevant cash flows against the process IDs.
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& Contractual Cash Flow Process Browser - Windows Internet Explorer

# Search

iy}

# Contractual Cash Flow Processes
Members Selected Members
Gold Copy SDP LRM - Borrowings - Gold Copy SDP LRM - Loan Cont
Gold Copy SDP LRM - Investment Gold Copy SDP LRM Credit card
Gold Copy SDP LRM - Leases Gold Copy SDP LRM MM Contracts
Gold Copy SDP LRM Overdraft
Gold Copy SDP LRM CASA

Gold Copy SDP LRM Guarentees

(B2 ~

Gold Copy SDP LRM Term Deposit
Gold Copy SDP OffBal -Swap
Gold Copy SDP OnBal - CASA
Gold Copy SDP OnBal - CrdtCard
Gold Copy SDP OnBal - LoanCont
Gold Copy SDP OnBal - TermDep
Gold Copy SDP OnBa-BGL

3.4 Mandatory Dimension Configuration

The LRM application requires some dimensions to be selected mandatorily for downstream calculations.
These include currency, organization structure and standard product. The parameters selected as part of
this field are displayed in the BAU window under the Dimension browser.

The Mandatory Dimension Configuration section has the following fields:
e Currency
e Customer
e Organization Structure
¢ Netting Agreement Flag
¢ Non-Contractual Obligation Type
e Product

e Standard Product
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# Mandatory Dimension Configuration

Currency LRM - Currency -
Customer -
Organization Structure LRM - Legal Entity -
Product LRM - Product A4
Standard Product LRM - Standard Product Type -

Figure 6 Mandatory Dimension Configuration

1. Currency:

For Currency, only one hierarchy is present. LRM - Currency is automatically selected in the
Currency field.

2. Customer:

To identify the intercompany cashflows, customer dimension is mandatory, However there is no
hierarchy selection required.

3. Organization Structure:
For Organization Structure, there are multiple selections. Select either of the following:

e LRM — Legal Entity: This is a Bl Hierarchy where all the legal entities appear in a single
level.

e LRM - Legal Entity — Parent Child: This is a parent child hierarchy where the legal
entities are displayed in ascending/descending order of their parentage. With the root
being BHU (business holding unit).

e LRM — Org Structure Country Flag: This is a Non-BI Hierarchy used in 4G reporting line
reclassification. Ignore this hierarchy in this selection.

For example, LRM — Legal Entity is selected as Organization Structure, in the Application
Preferences as shown in the following figure:

Organization Structure LRM - Legal Entity -

The selected Organization Structure (LRM — Legal Entity) along with the aggregation dimension
members appear under the Dimension Selection section in BAU window as shown in the
following figure:
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& | Liquidity Risk Business Dirmensions -- Webpage Dialog @
# Search
i1
#Ligquidity Risk Business Dimensions
Hierarchical
Members Selected Members
LRK - Facility Irrevocable Indicator -

LRM - Facility Type
LRM - Forward Start Date Flag
LRM - Fulty Performing Assets

LRM - Guarantor US Flag

LRM - HGLA Collateral Substitution l:b

LR - HOLA Collateral Substitution Asset Level r'_':

LRM - Highly Stable Flag A
i E «

LRM - Home Jurigdiction

LRM - Institutional Network Flag :_—_J

LRM - Intra Bank

LRM - lssuer US Flag

LRM - Legal Entity

LRM - Metting Agreement
LRM - Operational Status Flag
LR - Option Embedded Flag

Figure 7 Dimension Selection
4. Netting Agreement Flag:

This dimension identifies whether the derivative contract is part of netting agreement. Based on
this flag, the net derivative cash inflow/out flows are determined. Hierarchy selection is not
required for this dimension.

5. Non-Contractual Obligation Type:

This dimension identifies the non contractual obligations part of LRM Instrument table.
6. Product:

For Product, there are two hierarchies present in out-of-box,

LRM — Product: This is a single level hierarchy which lists all the products at the lowest level. This
is default selection OOB.

LRM — Product Balance Sheet Category: This is a five level hierarchy describing the higher levels
of the products.

7. Standard Product:

For Standard Product, only one hierarchy is present. LRM — Standard Product Type is
automatically selected in the Standard Product field.

The mandatory dimensions selected as part of this section appear in the dimension browser to support
liquidity risk calculations.
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& | Liquidity Risk Business Dimensions -- Webpage Dialog g
# Gearch

151!

# Liguidity Risk Business Dimensions

Hierarchical
Members Selected Members

LRK - Opticn Embedded Flag

LRM - RESIDUAL_MAT_LESS_LIQ_HORZ FLAG
LRM - Re-hypothecated Flag

LRM - Residual Maturity Bands

LRM - Secured Status l:“
LRM - Short Cover Position -
LRM - Standard Customer Type r_-'
AWV

LRM - Standard Product Type +]
LRM - Structured Fl

ructured Flag ‘__J
LRM - Trade Obligations =

LRM - Transactional Account Flag
LRM - Trigger Active Flag
LRMW - US Asset Level

m

LRM - Underlying Asset Level
LRK - Underlying Short Cover Position

3.5 Aggregation Dimension Selection

The aggregation dimension selection is done in order to aggregate the cash flows for business
assumption application. All cash flows will be aggregated on the basis of Aggregation Dimension
Selection. For example, if you require cash flows to be aggregated at a very high level, you can select
lesser number of dimensions. In case you require cash flows to be aggregated at a very granular, then all
dimensions are selected. Further, the business assumption works on the dimensions selected and is
restricted to the dimensions selected in this particular selection.

The application preferences made in this field are displayed in the BAU window under the Dimension
browser. You are allowed to select the required dimension. For a detailed list of dimensions refer section
Annexure A: LRM Data Flow and Dimensions.
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# Aggregation Dimension Selection
Basel Risk Weight

Brokered Deposit Type

Brokered Transaction Flag

Collateral Covering Short Position Flag
Covering Banks Own Short Position
Credit Line Purpose

Customer Financial Entity Flag

Domestic Customer Indicator

Downgrade Trigger

Effective Deposit Insurance Scheme Flag
Effective Residual Maturity Bands
Ezcrow Account Flag

Established Relationship Account Flag
Facility Type

Forward Starting Flag

Fully Covered Insurance Flag

Guarantor Us Flag

| mo |

Figure 8 Aggregation Dimension Selection

To select the required dimensions, perform the following steps:

=

1. In the Application Preferences window, under Aggregation Dimension Selection, click to
select the members. The browser is displayed.
"_’.é Liquidity Risk Business Dimensions - YWindows Internet Explorer EIE@
=Search
M
#Liquidity Risk Business Dimensions
Higrarchical
Members Selected Members
- Bazel Rizk Wight -
Brokered Deposit Type
Brokered Tranzaction Flag
Collateral Covering Short Position Flag E
Covering Banks Cwn Short Position
E Credt Lineg Purpose
= Customer Financial Ertity Flag
- Domestic Customer Indicator AV
«l
Dowengrade Trigger
:Ej Effective Depostt Insurance Scheme Flag
Effective Residual Maturity Bands
Ezcrovy Account Flag
£ E=stahlished Relationship Account Flag
Underlving Collstersl Received Asset Level Facilty Type .
Underlying Re- Hypothecated Flag n Forward Starting Flag il
Fulte Crvveredd Insnrance Flan
2. Select the required members.
3. Double click the members or click I_-_" to move them to Selected Members section.
e
4. Using up or down arrows, you can sequence the dimensions.
5. Click OK to complete the selection.
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6. To save the selection, click Save and use it for liquidity risk calculations.

Only the selected dimensions appear under the Dimension browser in BAU window.
For example, in the following window only four members are selected in the application preferences

dimension browser.

r'r_é Liquidity Risk Business Dirnensions - Windows Internet Explorer \E| = |E|
#Search
1]
xLiquidity Risk B Di
Hierarchical
Members Selected Members
- Biasel Risk Yeight
Brokered Depost Type
Brokered Transaction Flag
£ Collateral Covering Short Position Flag
Covering Banks Own Short Position
Credit Line Purpose B
Cuztomer Financial Ertity Flag E:
Domestic Customer Indicatar = AWV
Dovwvngracde Trigoer ti
Effective Deposit Insurance Scheme Flag :__=]
Effective Residual Maturity Bands
Escrowe Accourt Flag
Establizhed Relstionship Account Flag
Facility Type
Forweard Starting Flag
Fully Crvered Insurance Flan S

Only the selected aggregation dimensions along with the mandatory dimensions appear under
the Dimension Selection section in BAU window as shown in the following figure:

Linked Te
Folder LRMSEG - Access Trpe

= Assumplion Details

= Assumption Properties
Caah Fiow Movemens

Casn Fiow Movemant
imensions - Webpage Dislog

Cash Flows

Cecreasng -

M
Percereage
Ligquidity Risk Business Dimensions

Hararchical

Dimension Selection o
t
=
| E
a A
Save =]
32
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4 Holiday Calendar

This chapter discusses the procedure for creating a Holiday Calendar and generating a list of weekend
and holiday dates. Individual applications may consume the holiday calendar events in different ways, so
please refer to application specific user guides.

This chapter covers the following topics:

Overview of Holiday Calendars
Searching for a Holiday Calendar
Creating a Holiday Calendar
Executing Holiday Calendar

Holiday Exceptions

4.1 Overview

A Holiday is a day designated as having special significance for which individuals, a government, or some
religious groups have deemed that observance is warranted and thus no business is carried on this day.
The Holiday Calendar code can range from 1 to 99999.

The procedure for working with and managing a Holiday Calendar is similar to that of other OFSAA
business rules. It includes the following steps:

Searching for a Holiday Calendar.

Viewing and Updating a Holiday Calendar.

Copying a Holiday Calendar.

Deleting a Holiday Calendar.

Check Dependencies in the Holiday Calendar definitions.

Refresh the Holiday Calendar summary page.

Note: Check Dependencies functionality is not supported for LRM 3.0.

4.2 Searching for a Holiday Calendar

Search for a Holiday Calendar to perform any of the following tasks:

421

View

Edit

Copy

Delete

Check Dependencies
Refresh

Prerequisites

Predefined Holiday Calendar
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4.2.2

1.

Procedure

In Oracle Financial Services Analytical Applications Infrastructure window choose, Risk
Applications > Liquidity Risk Management > Holiday Calendar on the Left-Hand Side (LHS)
menu. This page is the gateway to all Holiday Calendars and related functionality. You can
navigate to other pages relating to Holiday Calendar from this page.

Enter the Search criteria.
e Enter the name of the Holiday Calendar.
e Click the Search icon.
Only holiday calendars that match the search criteria are displayed.

Note: You can control the number of rows to display on screen by selecting the "Pagination
Options" icon from the action bar.

4.3 Creating a Holiday Calendar

You create holiday calendars to capture holidays for a given date range for any organization. It is possible
to create and use multiple holiday calendars.

43.1

1.

Procedure

In Oracle Financial Services Analytical Applications Infrastructure window choose, Risk
Applications > Liquidity Risk Management > Holiday Calendar on the Left-Hand Side (LHS)
menu.

Click Add Holiday Calendar. The Holiday Calendar details page is displayed.
Enter a code value for the new holiday calendar.

Note: The code is a numeric identifier for the holiday calendar. The code value must be a number
between 1 and 99999. The code value you assign to the new holiday calendar must be unique.

Enter the name and a brief description for the holiday calendar.

Note: The name you assign to the holiday calendar must be unique. Name can hold a maximum
of 30 characters.

In the Holiday Properties grid, select not more than two weekend days. Then choose the Holiday
Period. The Holiday Period can be defined for a range of up to 40 years less than the current date
and 40 years greater than the current date, totally spanning a maximum of 80 years.

In the Holiday Details grid, define the Holiday details for the any period within the holiday range
defined in step 6. There are two types of holidays that can be defined, Fixed and Moving.

A fixed holiday is one which is deemed as a holiday for every year in the holiday period, for that
particular day.

Example 25th December — Christmas, is a fixed holiday.

Note: To define a fixed holiday, input the holiday date for the first occurrence in the date range.
For example, if your Date Range Runs from 01-JAN-2000 to 31-DEC-2050, you should input the
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fixed holiday, Christmas, as 25-DEC-2000. The holiday calendar procedure will populate all
subsequent 25-DEC entries in the holiday list table (FSI_HOLIDAY _LIST).

The holiday calendar procedure will also ensure that holiday and weekend entries are not
duplicated. For example, if weekends are defined as Saturday/Sunday and Christmas falls on a
weekend day, there will be only one entry in the FSI_ HOLIDAY _LIST table.

A moving holiday is one which is deemed as a holiday only for that particular date and year, and
not for every year in the holiday period. All occurrences of a moving holiday must be input
manually.

Example 20th August 2012 is a moving holiday on account of the Muslim festival, Ramzan.

7. Once the holiday calendar definition is saved, its status in the summary page is marked as
defined.

8. A holiday calendar created can also be deleted. Select one or more rows of holiday calendar
definitions and click the Delete control.

4.3.2 Excel Import / Export

Excel import/export functionality is used for adding/editing holiday calendar definitions.

= Holiday Calendar - Edit - Windows Internet Explorer ]

Holiday Calendar @

Name: BB test Excel ie

Description

# Holiday Properties

Weekend Days [IMonday []Tuesday []Wednesday [[]Thursday []Friday [¥] Saturday [#] Sunday

Holiday Period From To

» Holiday Details | @~ | - @ s
Show Holidays Between 31.0ct2009 |78 And [31.0ct2011 [T8] @) b
[ name Date | Holiday Type =

Figure 9 Holiday Calendar — Excel Import / Export

4.4 Executing Holiday Calendar

You execute a holiday calendar definition to generate calendar dates listing the various types of holidays
for a given holiday period.

4.4.1 Prerequisites

Predefined Rules

4.4.2 Procedure

1. In Oracle Financial Services Analytical Applications Infrastructure window choose, Risk
Applications > Liquidity Risk Management > Holiday Calendar on the Left-Hand Side (LHS)
menu.

Oracle Financial Software Services Confidential-Restricted 35



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

4.5

2.
3.

Search for a rule.

Select a Holiday Calendar and Click the Generate Calendar Dates icon to execute the selected
holiday calendar. Holiday list for holiday ID #1 generated successfully message appears (where
#1 is the holiday calendar code). The holiday list can be confirmed by querying the
FSI_HOLIDAY_LIST table.

The status of a holiday calendar where holiday dates have been generated displays as
"processed" in the status column in the summary page.

Important: In case you do not want to Generate Calendar dates immediately, you can select that
particular holiday calendar anytime later from the summary page with its status defined, and then
click the Generate Calendar Dates icon to execute the selected holiday calendar.

The generated holiday list is no longer valid if:
a) There is a change in the definition of the holiday calendar.

b) There is any update or modification to the Holiday Exceptions defined for that holiday
calendar.

In such a case, the user will get a message "This holiday calendar has been modified, Please
generate the holiday list again" and the holiday calendar state will be changed to "Defined" until
the holiday list is regenerated with new definition.

Holiday Exceptions

Note: This section is applicable to LRM 3.0 version.

1.

You can specify exceptions to holidays. As a prerequisite, a holiday calendar should have been
properly defined and the status of the holiday calendar in the summary page should be
Processed. Generating the holiday list will populate the holidays (weekends, fixed and moving)
along with the working days. Then the Show Exceptions button is enabled in the detail page. Any
changes in the holiday definition will disable the "Show Exceptions" button. The user must
generate the holiday list again to define or view the exceptions.

Click Show Exceptions in the Holiday Exceptions grid. The Holiday Exceptions window opens.

The search block in the Exceptions page has 6 fields: From (Year), To (year), Fixed Holidays,
Moving Holidays, Holiday Date and All Exceptions.

From and To - Denotes the range of years which is a subset out of the holiday list generated, for
which exceptions are required to be defined.

o Fixed Holidays — You can filter the list of holidays by the type of Fixed Holidays.

0 Moving Holidays — You can filter the list of holidays by the type of Moving Holidays.
o0 Holiday Date — For a particular known holiday date, exceptions can be defined.
o}

All Exceptions - This checkbox when selected lists all the exceptions, if already defined,
for the holidays within the From, To Date range.

The search result gives the list of all holidays based on the selection of the above search criteria
fields.
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4. In the Holiday Exceptions block, there are two types of exceptions that can be defined: Not a

holiday and Shift to.

Any holiday can be marked as not a holiday, in which case that day is removed from the Holiday
List. If the dropdown in the exception type is selected as "Not a Holiday", then the "shift to" date

picker field is disabled.

Example

Spring earlier considered as a holiday in the holiday calendar can be marked as Not a Holiday in
the Exceptions Window. Further the user can write his comments or remarks in the Notes Text
Box next to the Exception Type dropdown. Any holiday can be shifted to another day, in which
case the earlier declared holiday is removed from the Holiday List, while the shifted to day is

included as a holiday.

45.1 Excel Import/ Export

Excel import/export functionality is used for adding/editing holiday exceptions.

ol Holiday Exceptions - Edit - Windows Internet Explorer

* Search
From Year 2008 &
Fixed Holidays

Holiday Date

# Holiday Exceptions

| Holiday Name Holiday Type
[ Australia Day Fixed
[ Geod Friday Fixed
[] ANZAC Day Fixed
[ ANZAC Day Fixed
[] Mew Years Day Fixed
[ Easter Monday Fixed
[0 Queens Birthday Fixed
[ Mew Years Day Fixed

v

=
Holiday Date
28 Jan 2008
08.4pr.2008
25.Apr.2009

25.Apr.2010

01.Jan.2011

09.4pr.2011

11 Jun 2011

01.Jan.2012

Holiday Exceptions

To Vear

Woving Holiday=

All Exceptions Fl

Exception Type Shift To Notes
v
v
~
v
v
v
~

v

Figure 10 Holiday Calendar - Holiday Exceptions

() Export
Q Impert
=

Note: To use the holiday code configurations for LRM processing refer section Annexure E: Mapping the
holiday codes for LRM processing.
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5 Time Buckets

5.1 Overview

Time Bucketing is the process of allocating cash flows to defined time intervals to identify, measure, and
manage liquidity risk. The purpose of time bucketing is to increase operational efficiency as it helps in
processing and reporting efficiently. One of the preliminary steps in data preparation for the LRM
processing is to bucket the cash flows into the time buckets which are defined. Since the basic
functionality of ALM liquidity buckets and LRM liquidity buckets are the same, there is a provision for a
common bucket definition for ALM and LRM applications.

The summary of the enhancements introduced in the Time Buckets module of the LRM 3.0 application
are as follows:

e Multiple time bucket definition

LRM 3.0 allows you to define multiple time bucket definitions and use them for different reporting
purposes. For instance, FR 2052 a, FR 2052 b and LCR reporting requires time buckets of
different granularities.

e Additional bucket levels supported

LRM 3.0 supports 5 time bucket levels for each bucket definition. This is performed by grouping
the level O buckets defined. There is a window to define multiple levels.

e Reporting time bucket definition

LRM 3.0 allows you to define multiple reporting time buckets on a selected computational bucket
definition. The Level 0 buckets of the computational and reporting time buckets are the same.
The granularity of the other levels of reporting time buckets are different from that of the
computational buckets. These are used for aggregating cash flows for reporting purposes. They
are not used for defining business assumptions or for carrying out computations.

In the Time Bucket summary window, there is an icon to define the reporting time bucket for the
selected time bucket. When you click the icon, a new bucket definition screen appears with level
0 buckets same as the selected time bucket. You can define the name and higher levels through
the new window.

e Pre-configured LRM Time Buckets
The list of pre-packaged definitions is as follows:

0 FR 2052 b Reporting Buckets - This time bucket definition is used to address US
Regulatory report - FR 2052 b

0 FR 2052 a Reporting Buckets - This time bucket definition is used to address US
Regulatory report - FR 2052 a

0 LRM time bucket - This time bucket definition is used in OOB assumptions.
e User specific time buckets

ALM and LRM users have access to their respective time bucket definitions only.
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5.2 Time Buckets Required for LRM Application

The default time buckets which are mandatorily required by the LRM application are as follows:

5.3

Open maturity time bucket — All products which do not have a maturity associated with them
are bucketed here. This is the time bucket used to bucket all cash flows that have an open
maturity. This will be the first time bucket in the list. The start date and end date is not displayed
for this time bucket. The start days and end days are set to -99999. These include products such
as Current Account, Savings Account (CASA).

Overnight Bucket - This will be the second time bucket in the list. The frequency and multiplier
are 0 and days respectively. The start date and end date are set to as of date.

Unspecified bucket - This is bucket where all cash flows that are not included in normal
computations such as the delinquent cash flows which will not be recovered are moved. This
bucket is provided to view these cash flows and not for calculation purpose. This is available at all
bucket levels and will not have a time period associated with it. The unspecified bucket will be the
last time bucket in the list. The start date and end date is not displayed for this time bucket. The
start days and end days are set to 99999.

Inputs Required for Bucketing Cash Flows

The inputs required for bucketing cash flows are as follows:

Defining time buckets.
Cash flows and cash flow dates.
Legal entity details of the account to which the cash flow relates.

Legal entity specific holiday list.

5.4 Types of Time Buckets

Oracle Financial Services Liquidity Risk Management v3.0 supports multiple time bucket definitions.
Time bucket definitions are segregated into two types:

Computational Time Buckets

Reporting Time Buckets

5.4.1 Computational Time Buckets

Computational time buckets are defined to enable business assumption definition and for the purpose of
carrying out liquidity risk calculations. Multiple sets of computational buckets are supported with each set
containing multiple time bucket levels. Users are allowed to define and maintain a library of such time
bucket definitions and use it across business assumptions and Runs for satisfying the varied regulatory
as well as management requirements.

Time buckets are defined in terms of days and displayed in hierarchical format. The definition of a day,
whether business day or calendar day, will be a set-up parameter.
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Note:
e There is no restriction on the number of bucket sets allowed to be defined.
o Number of bucket levels is restricted to 5 for a given computational bucket set.
e You are allowed to provide bucket names for all bucket levels other than level 0. Level 0 bucket
names will be displayed as a combination of the start and end days as the bucket. For instance, 2
- 2 Day for a 1-day bucket starting on day 2.
The example of Computational Time Bucket Definition 1 is as follows:

Level 2 Level 1 Level O
0 — 3 Months
0 — 6 Months
3 — 6 Months
1Year 6 — 8 Months
6 — 12 Months 8 — 10 Months
10 — 12 Months

Table 3 Computational Time Bucket Definition Example 1

The example of Computational Time Bucket Definition 2 is as follows:

Level 2 Level 1 Level O
0 -1 Week
1 - 3 MonthS 1 — 4 Week
1 - 3 Months
1Year 12 — 16 Weeks
4 — 6 Months
4 — 6 Months
6 — 9 Months
7 — 12 Months
9 — 12Months

Table 4 Computational Time Bucket Definition Example 2

5.4.2 Reporting Time Buckets

Reporting time buckets are defined over an existing computational time bucket set for the purpose of
cash flow aggregation and reporting. This functionality allows liquidity gaps and cumulative gaps to be
viewed across aggregation levels different from that of the computational bucket without re-executing the
computations. This is enabled by ensuring that level 0 buckets of both the computational time buckets
and the corresponding reporting time buckets are consistent.

In order to define a reporting time bucket set, Level 0 buckets of an existing computational time bucket
set are obtained and are further grouped into multiple levels in case of computational buckets. Multiple
reporting time bucket sets, consisting of multiple levels, are allowed to be defined for each computational
time bucket set. The cash flows computed based on the contractual, baseline or stress Runs are
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aggregated based on the reporting buckets and displayed in the ALM Bl Analytics on selection of the
relevant reporting bucket. Time buckets are to be displayed in hierarchical format.
Note:

e These buckets are used purely for aggregation and reporting purposes. Business assumptions
are not allowed to be defined based on reporting time buckets.

e The computational bucket set is automatically saved as a reporting bucket set.

e The user is allowed to view the reporting bucket sets in the Metadata browser.

e There is no restriction on the number of reporting bucket sets defined based on a single
computational bucket set.

o Number of bucket levels is restricted to 5 for a given reporting bucket set.

e You are allowed to provide bucket names for all bucket levels other than level 0. Level 0 bucket
names will be displayed as a combination of the start and end days as the bucket name. For
instance, 2 - 2 Day for a 1-day bucket starting on day 2.

The example of a reporting time bucket set 1 is as follows:

Based on: Computational Time Bucket Set 2
Level 3 Level 2 Level 1 Level O
0-1Week
0 -4 Weeks
1-4Week
0 — 4 Months
1 - 3 Months
1 - 4 Months
0-1VYear 12 — 16 Weeks
4 — 6 Months 4 — 6 Months
4 — 12 Months 6 — 9 Months
6 — 12 Months
9 — 12Months

Table 5 Reporting Time Bucket Set Example 1

The example of a reporting time bucket set 2 is as follows:

Based on: Computational Time Bucket Set 2
Level 2 Level 1 Level O
0 -1 Weeks 0-1Week
0-1VYear 1-4Week
1-16 Weeks
1 - 3 Months
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Based on: Computational Time Bucket Set 2
Level 2 Level 1 Level O
12 — 16 Weeks
4 — 6 Months
4 — 9 Months
6 — 9 Months
9 — 12 Months 9 — 12 Months

Table 6 Reporting Time Bucket Set Example 2

5.5 Time Bucketing Process Flow

Time bucket definitions are uploaded in the DIM_RESULT_BUCKET table.
Once time buckets are uploaded, they can be viewed in the Time Buckets window in LRM application.
The process flow for Time Bucketing is as follows:

1. Calculate the number of holidays between the execution date and cash flow date.

2. Calculate number of business days for a cash flow on the basis of cash flow date and holidays.

3. Assign the cash flow to the time buckets on the basis of the business days.

5.6 Understanding Time Buckets Summary

To open the Time Bucket Summary window, in Oracle Financial Services Analytical Applications
Infrastructure window choose, Risk Applications > Liquidity Risk Management > Time Bucket on the
Left-Hand Side (LHS) menu.

Financial Services Liquidity Risk Management

ORACLEe

Global Preferences
% Liquidity Risk Management
[ Holiday Calendar Tmbucketas @ |

[} Application Preferences

-8 Time Bucket

& Business Assumption
% Run Management Bucket Type -

4[4 Counter Balancing Strategy

Name Folder LRMSEGMENT -

= Time Buckets ‘ ¥ 1-9i9 Jump to page

D Name Bucket Type Creation Date Created By Last Modification Date | Last Modified By ¥ | Folder

[F] FR2052 b Reporting Buckets Computational 202572013 21:15:50  SYSADMN 2/25/2013 21:18:45 SYSADMN LRMSEGMENT
[F] LRM Time Bucket - 4G Computational 8/21/2014 18:57:13  SYSADMN B/21/2014 18:57:13 SYSADMN LRMSEGMENT
D FR 2052 a Reporting Buckets Computational 2/25/201321:15:50  SYSADMN 24252013 21:18:45 SYSADMN LRMSEGMENT

Figure 11 Time Buckets Summary window
The Time Bucket Summary window displays the following fields. The definitions based on the search
criteria are listed under list of Time Buckets.
This is the search section which contains multiple parameters. You can specify one or multiple search

criteria in this section. When you click the search icon, depending up on the search criteria, this filters and
displays the relevant search combination parameters under the Time Bucket summary as a list.
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Search

Field\lcon

Description

Search E=

This icon allows you to search the time buckets on
the basis of the search criteria specified. Search
criteria include a combination of the Time Bucket
Name, Folder, and Bucket Type. The time bucket
displayed in the list of time bucket table are filtered
based on the search criteria specified on clicking of
this icon.

Reset

This icon allows you to reset the search section to its
default state that is, without any selections.
Resetting the search section displays all the existing
time bucket definitions in the list of time buckets
table.

Name

This field allows you to search the pre-defined time
bucket definitions on the basis of the time bucket
name. Enter the time bucket name.

Folder

This field allows you to search for the pre-defined
time bucket definitions on the basis of the selected
folder. This field displays a list of folders that you
have access to as a drop-down. Selection of a folder
from the drop down list displays only those time
buckets that have been defined within the selected

folder/segment in the List of Time Bucket table.

Bucket Type

This is a drop-down selection of one of the following

options: Computation and Reporting.

Table 7 Time Bucket - Search

List of Time Buckets

Icon Name Icon Description
Add This icon allows you to define a new time bucket set.
Create Reporting B This icon opens the reporting time bucket window. The Level 0
Bucket buckets of the reporting time is same as the selected time bucket.
View = This icon allows you to view the selected time bucket definition.
Edit 4 This icon allows you to edit the selected time bucket definition.
Delete Ef This icon allows you to delete the selected time bucket definition.
Copy = The icon allows the selected definition to be copied and resaved as a

new definition.

Check =le) Select a time bucket definition and then click Check Dependencies
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List of Time Buckets

Icon Name Icon Description

Dependencies control to generate a report on all dimension members that utilize

your selected time bucket definition.

Table 8 Time Buckets Summary
5.7 Defining a New Time Bucket

On the Liquidity Risk Management window under Time Bucket Summary window, click icon to add
a new time bucket definition.

The Time Bucket Details — New window is displayed, perform the following steps:

Time Buckels

Liguidily Risk Management » o=

inpaiily Ruackeds

Selest Trequency utipéer Start [ote Ind late

Figure 12 Time Bucket window
1. Enter the time bucket definition Name.
2. Enter the time bucket Description.
Note: Active option and dynamic start date selection is disabled for LRM users.
Select the Folder from the drop-down list.
4. Define the Frequency (number of days) and Multiplier (Dates/Months/Years).

Note: The time buckets tab name must be Liquidity Buckets for the purpose of defining time
buckets used in LRM.

5. Click the ~Z icon to select the Start Date from the MIS Date format.
6. You are allowed to add the bucket rows in the following ways:
a) Click icon to add individual bucket rows and specify the frequency and multiplier.

Or,
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b) Add multiple bucket rows by clicking “ icon. Clicking the " icon displays where
you can select 3, 5 or 10 pre-specified bucket rows to be added or add a custom number
of rows by specifying the number and clicking“. In this case, frequency and multiplier
must be specified by the user individually for each bucket row added.

Or,
c) Specify multiple time buckets of varying lengths by clicking 22 icon, Clicking the Co

icon opens up a window that allows you to specify multiple time buckets in a single
instance as a combination of number of buckets, frequency and multiplier as illustrated

below.
Liquidity Buckets |
Select Number of Buckets Frequency Multiplier
1 @ 10 2 Days -
2 @ 0 Months -
3 @ 30 Years -
4 @ 40 Days -
5 @ 0 Months -
| Ok | | cancel |
Figure 13 Time Bucket Liquidity Buckets window
Clicking the icon allows you to add rows. Each row allows you to specify the number

of buckets of a particular size to be generated. In the above example, you can define 10
one day buckets by specifying the number of buckets as 10, the bucket size frequency as
2 and bucket size multiplier as ‘days’. The application automatically generates 10 rows of
time buckets, each with a bucket size of 2 days as part of the level 0 bucket definition.

7. Click OK. The application saves the bucket definition and the defined time bucket appears in the
time bucket summary window.

Once you define Level 0 time buckets, you are allowed to create multiple levels for this definition
up to a maximum of 5 levels inclusive of level 0 buckets. This is optional. The time bucket
definition is still saved with one level.

8. Once you define Level 0 time buckets, to define multiple bucket levels click Apply. The Time
Bucket Grouping icon is now enabled to create less granular time bucket levels.

9. Click [=licon. The Liquidity Bucket Grouping window is displayed.
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10.

11.

12.
13.

14.

Liquidity Ducket Grouping

7 Level 1 Bucket Definition

Daryls

Figure 14 Time Bucketing Grouping window

Click against a time bucket and click to group the time buckets. You can select multiple
time buckets which form a single higher level bucket at a single instance by clicking the last time
bucket. A dialog box is displayed to define the Level 1 Bucket name that is, a user-specified
name for the higher level time bucket is created.

Enter the Node Name and then click OK. Repeat steps 10 and 11 to group the other level O
buckets into level 1 buckets.

Click icon to reset all the levels defined for the time bucket definition.

Once all level 0 buckets are grouped, click the = jcon to save the grouping. On clicking the &1
icon, the level 1 grouping is displayed in a new section named Level 2 Bucket Definition.

The process of grouping level 1 buckets to level 2 buckets is similar to that detailed in points 10
through 12.

Once you have defined your multi-level time buckets, click OK to save the definition. The
hierarchy for the specified time bucket definition is now created and can be used for further
computations.

Note:
e The application supports up to 5 levels.

e Multi-level time bucket definition is optional. Users are allowed to save the time bucket
with level less than or equal to 5.

5.8 Creating Reporting Bucket

The Time Bucket definition screen allows you to define multi-level time buckets. Reporting time buckets
are defined over an existing computational time bucket set.

B &
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To create a reporting bucket, perform the following steps:

1. On the Oracle Financial Services Analytical Applications Infrastructure window under Time
Bucket Summary window, select a Computational Time Bucket already created and then click

icon to create a reporting bucket.

The Time Bucket Details — Edit window is displayed.

Time Buckets

seiect Treguensy Mg Start Dute Eoa e

2. Enter the time bucket Name.
3. Enter the time bucket Description.

Note: Active option and dynamic start date selection is disabled for LRM users.
4. Select the Folder from the drop-down list.

5. Under Liquidity Buckets section, the level 0 buckets defined as part of the selected computational
bucket are displayed.

6. Click the 2! icon to select the Start Date from the MIS Date format.

7. In order to group, click Apply. The Time Bucket Grouping icon is now enabled to group different
levels. Only the Level 0 buckets defined in computational time bucket are displayed. Hence you
must define new higher levels. It is possible to group up to 5 levels. Once the grouping is done
you can save it.

8. Click ==licon. The Time Bucket Grouping window is displayed.

The process of grouping more granular buckets in higher level buckets is consistent for all bucket
levels.
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Liquidity Bucket Grouping 5]

= Level | Bucket Definition B &

Daryls

9. Click against a time bucket and click to group the time buckets. You can select multiple
time buckets which form a single higher level bucket at a single instance by clicking the last time
bucket. A dialog box is displayed to define the Level 1 Bucket name that is, a user-specified
name for the higher level time bucket is created.

10. Enter the Node Name and then click OK. Repeat steps 10 and 11 to group the other level O
buckets into level 1 buckets.
11. Click icon to reset all the levels defined for the time bucket definition.

12. Once all level 0 buckets are grouped, click the = jcon to save the grouping. On clicking the &1
icon, the level 1 grouping is displayed in a new section named Level 2 Bucket Definition.

The process of grouping level 1 buckets to level 2 buckets is similar to that detailed in points 10
through 12.

13. Once you have defined your multi-level time buckets, click OK to save the definition. The
hierarchy for the specified time bucket definition is now created and can be used for further
computations.

Note:

a) In case of all bucket types you are allowed to specify a bucket called Unspecified Bucket. This is
available at all bucket levels and will not have a time period associated with it.

b) The Overnight bucket will be the second time bucket in the list. The frequency and multiplier are 0
and days respectively. The start date and end date are set to as of date.

c) Additionally, a time bucket called Open Maturity is present. This is the time bucket used to bucket
all cash flows from accounts that have do not have a maturity associated with them.
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d) On execution of a Run, the start and end date is stored against each time bucket. This is for
reporting purpose only. All definitions will use bucket names.
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6 Business Assumptions

6.1 Overview

Business assumptions are behavior patterns exhibited by a bank’s customers or by the bank itself which
result in a change in the cash flows that occur purely under contractual terms. These include run-offs,
prepayments, rollovers, draw downs, asset sale, delinquencies, recoveries, haircuts and so on. The
application allows business assumptions to be defined under normal conditions i.e. business-as-usual or
under multiple stress conditions, through a parameterized and flexible graphical user interface.

The assumptions defined under multiple conditions will differ in the magnitude of the behavior exhibited
which results in either change in the cash inflows and outflows. For instance, the run-off rate under
normal conditions for certain deposits may be 2%, under a mild stress scenario it may be 8% and under a
severe and prolonged stress scenario, it may be 20%. The application allows users to define and
maintain a library of such business assumptions of varying magnitudes and with different parameters.
Once saved and approved, a business assumption is registered as a Process in the Rules Framework of
Oracle Financial Services Analytical Applications Infrastructure and can be used across multiple
scenarios, Runs and time periods for computing liquidity risk metrics.

The assumptions can be used to compute liquidity gaps and liquidity ratios under BAU and stress
scenarios. The application supports pre-packaged business assumption required for computing liquidity
coverage ratio in accordance with the BIS Basel lll and US Federal Reserve liquidity coverage ratio
guidelines.

On execution of a BAU or stress Run, one or multiple business assumptions are applied to the
contractual cash flows whose attributes correspond to the dimensions specified in the assumption. The
application of an assumption results in an increase or decrease in cash flows, movement of cash flows
from one bucket to another, change in the value or the encumbrance status of an account depending on
the type of business assumption.

6.2 Business Assumptions Supported

The application supports the following types of business assumptions:

a) Cash Flow Movement
e Cash Flow Movement
e Asset Sale
e Cash Flow Delay
e Delinquency
e Prepayment
e Recovery
¢ Rollover
e  Run-off

b) Encumbrance
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e Encumbrance
e Ratings Downgrade
e Valuation Changes
c) Incremental Cash Flow
¢ Incremental Cash Flow
e Drawdown
e New Business
e Ratings Downgrade
e Run-off
e Secured Funding/Financing
e Valuation Changes
d) Value Change
e Available Stable Funding Factor
e Haircut
e Required Stable Funding Factor

The computations related to each assumption category and sub-category is explained in detail below.

6.2.1 Cash Flow Movement

Cash Flow Movement is a category of Business Assumptions that moves the cash flows move from the
original time bucket to a prior bucket or a subsequent time bucket based on the assumption sub-category
selected.

6.2.1.1 Cash Flow Movement

This is a generic assumption which enables you to define cash flow movements based on all
combinations available as part of Cash Flow Movement category that is, it is a superset of all functionality
supported by each sub category in this assumption category.

This assumption moves the cash flows occurring in the original time bucket to a new user pecified time
bucket, occurring prior to or post the original time bucket, based on the assumption value specified.

Refer section Cash Flow Movement for information on the steps involved in specifying this assumption.

6.2.1.2 Asset Sale

This assumption is a specific case of cash flow movement category where cash flows posted in the
original maturity bucket of an asset are moved to a prior bucket due to a sale. This assumption allows you
to specify a sale of unencumbered marketable, fixed or other assets to advance the cash inflows. Sale
can be specified on each individual asset or as a combination of dimensions. This assumption allows you
to specify a partial sale of assets by specifying the sale amount. The assumption reverses all original
cash flows that occur between the sale bucket and maturity bucket and posts the market value less
haircut in the sale bucket.

Refer section_Asset Sale for information on the steps involved in specifying this assumption.
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The steps involved in applying the asset sale assumption to cash flows are as follows:

a)

b)

c)

d)

e)

The new inflows are calculated due to sale based on the current market or fair value (in case of
marketable and fixed assets) or current outstanding balance (in case of other assets such as
loans) and haircut.

For instance, if the face value of a bond is 100, market value is 120 and sale is specified as 50%,
then new inflows are 60 (i.e. 120*50%). Similarly if the outstanding balance of a loan is 10000
and sale is specified at 75% with a haircut of 5%, the new inflow is 7125 [10000*75 % *(1 — 5 %)].

The original time bucket(s) are identified in which the asset(s) matures and the original cash
inflows, both principal and interest, in each time bucket.

The original cash inflows to be reversed are calculated. This is proportionate to the sale amount
and is calculated based on the original value.

In the example of the bond it will be 50 (i.e. 100*50%). In the example of the loan, it will be 75%
of the original principal and interest payments.

The cash inflows are assigned due to sale to the sale bucket and reverse the proportionate
original cash flow in the respective original buckets.

The number of units held is updated post sale in case of marketable assets and the outstanding
balance in case of other assets. For all further computations, the revised asset balance is used.

If a sale is specified as an amount or in terms of units, it is converted into a percentage of the market
value or outstanding balance for the purpose of reversing the original cash flows. For instance, a bank
has 10 bonds whose total market value is $1200 and original value is $1000.

a)

b)

Note:

When sale is specified as $900 pre-haircut value, the percentage sold is 75% (i.e. 900/1200). The
original cash flow to be reversed is $750 (1000*75%).

When sale is specified as 5 units, the percentage sold is 50% (i.e. 5/10). The original cash flow to
be reversed is $500 (1000*50%).

Assets can only be sold in buckets that are prior to the original bucket that is, their maturity
bucket.

If an asset is currently encumbered but its encumbrance period is less than its maturity, it can be
sold in the time bucket occurring between the last day of encumbrance and its maturity.

Other assets include unencumbered loans and other non-marketable assets.

A sale of assets removes all future cash flows, both principal and interest and results in a new
inflow at the sale bucket.

Haircut is applied to the sale value only that is, market value in case of marketable and fixed
assets and outstanding balance in case of other assets. Original cash flow reversal will not
include haircut.

If sale is specified as an amount, it is considered as the pre-haircut amount.

When converting the sale amount to a percentage, the pre-haircut amount is to be considered.

An illustration of the asset sale business assumption is provided below. This example is based on the
equal cash flow assignment methodology. The original value of the asset in the 1-5 year bucket is 48000
and > 5 year bucket is 32000. The current market value is 1245 per unit and the number units held is 100.
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Business Assumption Definition

Cash Flow Assignment

Product Ratin Sale Amount Haircut Time Contractual | Time Revised Cash Flow
Type 9 / Percentage Bucket Cash Flow Bucket
24940
10000 Overnight [= 10000 +
{(1245*100*40%*90%)/3}]
19940
5000 1-7 Days [= 5000 +
{(1245*100*40%*90%)/3}]
Bond BBB 40% 10% 8-15 Days 22940
8000 8-15 Days [= 8000 +
{(1245*100*40%*90%)/3}]
100670
119870 1-5 Years
[=119870 — (48000*40%)]
188107
200907 >5 Years
[=200907 — (32000*40%)]

6.2.1.3 Cash Flow Delay

Table 9 Cash Flow Movement - Asset Sale

Due to market conditions the payments or receipts that are expected at a particular time are delayed
thereby giving rise to liquidity risk. In such a scenario the payments or receipts that were expected as on
date will now be available at a future date. This assumption moves the expected cash flows in a particular
time bucket to one or multiple future time buckets based on a percentage of the cash flow occurring in
that bucket. In a cash flow delay assumption, cash flow movement happens from previous buckets to the

future buckets.

Refer section Cash Flow Delay for information on the steps involved in specifying this assumption.

The following steps are involved in applying the delay in cash flow timing assumption to cash flows:

a)

b)

Identify the original time bucket and calculate the cash outflow occurring in it due to the
assumption. This is the delayed payment or receipt amount excluding penalty which is reversed.

Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties on the delayed payments or receipts, if any.

In cash flow delay assumption, the cash flow movement is always to a future time bucket. Therefore, 0%
is assigned to the previous buckets in case of Increasing/Decreasing assignment as illustrated below:
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lllustration 1: Delays assigned to a selected time bucket

Business Assumption Definition

Computation

Contractual Contractual | Revised Cash Revised Cash flow
To Delayed Cash flow -To Bucket
Product | Currency | From Bucket Penalty Cash flow flow - From
Bucket Amount (From
(To Bucket) | Bucket
Bucket)
26150
. 27000
Vehicle ) 12-12 o o _ ) [=23000+
Loan US Dollars | 10-10 Days Days 10% 5% 30000 23000 [3—0(3889100%) (30000%10%) +
{(30000*10%)*5%}]
lllustration 2: Delays assigned to time buckets in an increasing manner
Business Assumption Definition Computation
Contractual . Revised Cash flow
Contractual | Revised Cash
Product | Currency | From Bucket To Delayed Penalty Cash flow Cash flow flow - From -To Bucket
Bucket Amount (From (To Bucket) | Bucket
Bucket)
26150
. 27000
Vehicle 12-12 o o _ [=23000+
Loan US Dollars | 10-10 Days Days 10% 5% 30000 23000 gg_o(ggg’?fo%) (30000%10%6) +
{(30000*10%)*5%}]

Table 10 Cash Flow Movement - Cash Flow Delay
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6.2.1.4 Delinquency

This assumption caters to the large and non large customers. This assumption is based on the
anticipation of the bank that there can be an emergency loss due to delinquency of its customers which
will affect the future cash flows. When a customer becomes delinquent, the cash flows of the delinquent
buckets (as specified in percentage and amount) are moved to the overnight bucket. If you want to
specify delinquency on large customers, then large customer dimension has to be selected; however the
computation of cash flows are same for both large and non large customers. In a delinquency
assumption, cash flow movement happens from forward bucket/s to the previous bucket (Overnight).

Refer section Delinquency for information on the steps involved in specifying this assumption.
The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Cash flow assignment is done in the following manner:

Cash Fiﬂu’fﬂr Original Bucket —1= [_CH.S'}L FID“,G?’E'QE'?!R'! EUER'E?}

Cash Flﬂu’f_ﬂ-r Overnight Bucket _
= [_{'.'ash FID“’GL‘E?’?!EQF!? Eucker} Ll [_CH‘S}I’ FID“’G?’EQE?!R:! Eucket}

An example of the assumption applied to product type (Business loan), and currency (USD) for Large and
Non Large Customers is as follows:
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Product Customer Currency From Bucket Assumption Unit
Large
Business Loan | Customer USD 10-10Days Percentage
Ul Input Computation
Product Customer From Delinquent Value | Contractual Cash Flow Contractual Delinquent Revised Revised
Bucket (From Bucket) Cash Flow (Value) Cash flow Cash flow
(Overnight - From (Overnight
Bucket) Bucket Bucket)
27000
- * 0,
gDa S 10% 30000 28880 10% (30000-
Y 3000)
40600
Business ) *900
Loans Large Customer gDays 20% 25000 23000 28880 20% (22050880_5000) (23000+3000
+5000+9600)
10- o 32000*30% 22400
10Days | 29% 32000 9600 (32000-9600)
Assumption
Product | Customer Currency From Bucket Unit
Home Non-Large
Loans Customer GBP 10-10Days Percentage
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Business Assumption Computation
Product | Customer From Bucket Delinquent Value Contractual Cash Contractual | Delinquent Revised Revised Cash flow
Flow Cash Flow (Value) Cash flow (Overnight Bucket)
(From Bucket) (Overnight - From
Bucket) Bucket
R 12750
3-3 Days 15% 15000 %gggo 15% (15000-
Home Non- Large 23000 2250) 27350
Loans Customer 21000* 10% 18900 (23000+2250+2100)
4-4 Days 10% 21000 2100 (21000-
2100)

Table 11 Cash Flow Movement — Delinquency

6.2.1.5 Prepayment

Prepayment is a situation where the customer repays the loan in part or full, at any time before the maturity of the loan. Prepayment would lead
the bank to lose out on the interest component that it would have received if the loan was not pre-paid. Prepayment results in a cash inflow in a
time bucket prior to the original time bucket and reduced cash inflow in the original time bucket. The percentage of prepayment is to be specified
by you and the balance is payable only when it is due.

The prepayment supports prepayments on liabilities as well as assets in a single business assumption definition.

If a prepayment is specified on an asset or liability backed by collateral, the encumbrance period of the underlying collateral is re-calculated based
on time bucket in which the asset or liability is completely paid up.

Refer section Prepayment for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including penalties, if any.
c) If time specific or critical obligation, record the delay and indicate a breach.

Cash flow assignment is done in the following manner:
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Cash FIO“’,}'O?’ Original Bucket
=-1
= [,Cﬂs'h FIO“’,GP’EQEHRE Bucket
= Percentage Specified) OR (Amount Specified)

Cash Flow for Revised Bucket
= ('Cash Flow Original Bucket

* Percentage Specified) OR (Amount Specefied)

An example which explains the Assumption Value Based on Original Cash Flows across Business Assumptions is as follows.

A prepayment of 10% from 8-15 Day bucket to 1-7 Day bucket and a 20% rollover is defined from 1-7 Day bucket to 8-15 Day bucket. The
contractual cash flow in 1-7 Day bucket is 5000 and 8-15 Day bucket is 8000. The impact on the 1-7 Day bucket based on original cash flows is
illustrated below:

Cash Flow Assignment

Contractual Cash Flow

Post-Assumption Cash

Assumption in 1-7 Day Bucket Impact of Assumption Flow
No A ) 0 5000
0 Assumption
5000 [=5000 - 0]
Prepayment 800 5800
5000 [= (8000*10%)]
[=5000 + 800]
— 1000 4800
Rollover
5800 = — (5000*20%)]
[= 5800 — 1000]

impact of the rollover assumption.

Table 12 Cash Flow Movement Prepayment
In this case, even though the cash flow has changed after applying the prepayment assumption, the original cash flow is used for estimating the
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6.2.1.6 Recovery

Recovery assumes part/full amount recovered from delinquent/ defaulted accounts. In this assumption, the contractual cash flows assigned to the
overnight time bucket is considered. Even though contractually it is due immediately, the actual recovery takes place only over a period of time. In
this assumption, the contractual cash flows assigned to the overnight time bucket is considered. Hence, based on past experiences you are
allowed to specify the percentage of recovery in each time bucket. The balance percentage which is not specified by you is placed in the
unspecified time bucket. Hence, the contractual cash flow is first deducted from the overnight time bucket and assigned to various other time
buckets based on the defined percentages.

Refer section Recovery for information on the steps involved in specifying this assumption.
The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:
a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the assumption.
b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Cash flow assignment is done for delinquent/defaulted cash flows in the following manner:

Cash F!ﬂWfﬂ,,. Overnight Bucket
=1
® [Cash Flawm,migm Bucket
* Percentage Specified) OR (Amount Specified)

Cash F!ﬂwfnr Selected Bucket

= [Cush F!ﬂwﬂrigiﬂai Bucket
* Percentage Specified) OR (Amount Specified)

Cash Flow,, ynspecified Bucker = [Remmn:ng Cash Flow g, pigh: Ewkﬂ)
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An example of the assumption applied to product type (loan), legal entity (LE 1) and currency (USD) is as follows:

Assumption Cash flow Assignment
Product Legal Currency Loan Time Business Time Bucket Default Cash Business Adjusted
Type Entity Status Bucket Assumption Flow Assumption Cash flow
Product 01 LE1 UsD Default 1-30 10% Overnight 10000 -10000
days
1-30days 10% 1000
30 -60 15% 30 - 60 days 15% 1500
days
60 — 180 25% 60 — 180 days 25% 2500
days
Unspecified 5000
i.e. 180 - (=10000-
1000-1500-
2500)

6.2.1.7 Rollover

Table 13 Cash Flow Movement - Recovery

Rollover refers to the rescheduling of a certain percentage of cash flows to a future time bucket. This occurs when an asset/liability is renewed for

an additional term. The amount of cash flow rolled over is thus reduced/increased from the original time bucket and assigned to the new time

bucket in the future.
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Earlier in 2.0 Rollover of Assets and Rollover of Liabilities were two different assumptions. Now in 3.0, a single assumption allows you to select
both assets and liabilities and the assumption takes care of the assigning the assignment.

The assumption specification and computation method for this sub category remain unchanged. This sub category allows rollovers to be specified
even on repos, reverse repos and swaps. In case of rollover of swaps, the user is required to select the transaction legs option as two.

If a rollover is specified on an asset or liability that has underlying collateral, then the availability of the underlying should be determined. Only if the
underlying collateral is available during the extended period, the assumption should be allowed to be saved

Rollover of assets impacts the inflow amount and rollover of liabilities impacts the cash outflow amount. The signage and computation depends on
the product type selected. In a rollover assumption, cash flow movement happens from previous bucket/s to the forward buckets.

Refer section Rollover for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:
a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the assumption.
b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including penalties, if any.
c) If time specific or critical obligation, record the delay and indicate a breach.

Rollover of Assets refers to the rescheduling of a certain percentage of cash flows to a future time bucket. This occurs when an asset is renewed
for an additional term. The amount of cash flow rolled over is thus reduced from the original time bucket and assigned to the new time bucket. The
effect of this assumption would be an altered final cash flow in the affected time buckets. Rollover of assets impacts the inflow amount.

Cash flow assignment is done in the following manner:

Cosh F!ﬂwfw Originel Bucket
=1
* [:cﬂ-';h Flﬂwﬂﬂgiﬂmi Buchet
* Percentage SPECifiEdwawBedBucketj

aR {Aﬂwuﬂt SPECifiEdfw Revigsed Buckesj
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Cash F!ﬂwfwﬂgq;'ued Buchet

= [Emh F!ﬂwﬂfig‘iﬂui Bucket
* Percentage SPECifiEdwawuedBuckes )

aRr [Amﬂunt Specifie‘ifwﬂwuei Bucker :I

For instance, Rollover of Assets is explained in the following example of the assumption applied to product type (Loan), legal entity (LE 1) and
currency (USD).

Assumption Cash flow Assignment
Product | Legal | Currency | Original Revise | Rollover % | Contractual | Time Revised Cash
Type Entity Maturity | d Time Cash flow Bucket | flow amount

Bucket Bucket

Loan LE 1 USD 15-30 60-90 10% 10000 15-30 3000 (= 10000
Days Days Days — (10%*
10000) — (60%
*10000))
5000 60-90 6000 (= 5000 +

Days (10* 10000))

180-360 | 60% 7000 180-360 | 13000 (= 7000
Days Days + (10%*
10000))

Table 14 Cash Flow Movement - Rollover
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Rollover of liabilities refers to the rescheduling of a certain percentage of cash flows to a future time bucket. It occurs when the liabilities are
renewed for an additional term. The amount of cash flow rolled over is thus increased in the original maturity time bucket and assigned to the new
maturity time bucket. The effect of the business assumption would be an altered final cash flow in the various time buckets. Rollover of liabilities
impacts the cash outflow amount.

Cash flow assignment is done in the following manner:

Cash F!ﬂwfw Originel Bucket
=1
* [Cﬂ'sh Flﬂwﬂrigiﬂmi Bucket Percentage Specifie‘ifwﬂwuei Buchet :I

aR [Amﬂunt Specz.fie‘ifwﬂwuei Buckesj

Cash F!ﬂwfw Revisied Bucket

= [Emh F!ﬂwﬂfig‘iﬂui Bucket
* Percentage S;t:ecifiedfwﬂwuei Buckes )

aR [Amﬂunt SPECifiEdwaquei Buckesj

6.2.1.8 Run-Off

In a Run-off assumption the bank assumes that a certain percentage of deposits/liabilities will be withdrawn by their customers before the
scheduled maturity of the deposit. This business assumption would result in an additional outflow in an earlier time bucket and a reduction in the
contractual cash outflow in the original time bucket. The assumption can also be applied to assets as well, where the impact on cash flows will be
opposite to that specified for deposits above.

The cash flow movement happens from forward bucket/s to the previous bucket/s since cash flows which were expected to be withdrawn at a
future date are getting withdrawn as on date.
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Refer section Run-Off for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Cash flow assignment is done in the following manner:

Cash FID“’!E?. Original Bucket
=-1
= [_CaSh FIO'WO?’:’Q:’::&.! Bucket
= Percentage Specified) OR (Amount Specified)
Cash FIow for Revised Bucket

= (Cash Flow Original Bucket

* Percentage Specified) OR (Amount Specefied)

An example is as follows:

Business Assumption Definition

Legal Customer | From To Assumption | Run- Assignment | Assumption Based On
Entity Bucket | Bucket Unit off Method Category
Legal Customer | 6- 3-3Days Percentage 10% Equal Cash Flow Cash Flows
Entity 1 | 2 6Days Movement :
Run - off
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Computation
Contractual Contractual Cash Revised Cash )
Revised Cash flow
To Bucket Cash Flow Flow Run-off flow
-To Bucket
(From Bucket) (To Bucket) - From Bucket
500 10500
Overnight 10000 (20000*10%)/4 (10000+500)
500 11500
1-1 Day 11000 (20000%10%)/4 | 18000 (11000+500)
20000
500 (20000-2000) 22500
2-2 Days 22000 (20000*10%)/4 (22000+500)
500 12500
3-3 Days 12000 (20000*10%)/4 (12000+500)

Table 15 Cash Flow Movement - Run-off
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6.2.2 Encumbrance

6.2.2.1 Encumbrance

This is a generic assumption which can be defined and caters to the different combinations available as
part of rating downgrade and valuation changes of collateral.

Refer section Encumbrance for information on the steps involved in specifying this assumption.
The following steps are involved in applying the delay in cash flow timing assumption to cash flows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

6.2.2.2 Ratings Downgrade

In a bank, because of some financing transactions or derivatives with embedded downgrade triggers,
downgrade in a bank’s rating by a recognized credit rating institution will require the bank to post
additional collateral. This assumption will impact the numerator of LCR that is, decrease in the market
value of HQLA.

For some financing transactions or derivatives with embedded downgrade triggers, downgrade in a
bank’s rating by a recognized credit rating institution will require the bank to post additional collateral. The
encumbrance assumption category assumes that the asset required to be posted as additional collateral
is already available with the bank and will be encumbered.. This will result in deduction of the relevant
amount from the stock of high quality liquid assets as it is now no longer unencumbered.

Refer section Ratings Downgrade for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

New Stock of HQLA assignment is done in the following manner:

Stock of High Quality Liquid Asset to be reduced

= [Cﬂﬂﬂ:tera! Amount gy, 1po specified noteh * PETCENEAgE Specifiedfw Revised Bucket )
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OR [Amﬂuﬂt Spec;ifif"dfnrﬂeu'ued Burket j

Assuming a downgrade trigger of 3-Notches, this assumption is specified as follows:

Assumption Cash Flow Assignment
Asset Level COMTIE N MpEE! DERTIETELTE Downgrade Decrease in HQLA
Value Impact Amount

8800

Level 2 Asset 80% 11000 1 Notch
[= (11000*80%)]
9000

Level 1 Asset 100% 9000 2 Notches
[= (9000*100%)]
64000

Level 1 Asset 80% 80000 3 Notches
[= (80000*80%)]

Table 16 Encumbrance - Ratings Downgrade

6.2.2.3 Valuation Changes

This is based on the assumption that a bank would require posting additional collateral because of a
decrease in the value of current assets.

This assumption impacts the numerator of LCR that is, it results in a decrease in the stock of HQLA.

In this assumption, the additional collateral posted will result in the selected assets being marked as
encumbered. The relevant amount is deducted from the stock of high quality liquid assets where
applicable. These assets will not be available for the purpose of counterbalancing or for estimating the
cash inflows for LCR. This assumption is specified and cash flows are assigned in the same manner as
that for the assumption Additional Collateral — Rating Downgrade under the decrease in value of level 1
assets option.

This assumption supports changes in the value of the collateral posted due to changes in market
valuation of transaction or changes in the contract value. This further leads to cash outflow.

This assumption impacts the denominator of LCR that is, increase in the outflow for the Legal Entity.

Some derivatives are secured by collateral to cover losses arising from changes in mark-to-market
valuations. For changes in the value of the derivative, additional collateral is posted resulting in a cash
outflow. The valuation changes can be with Natural currency or Selected Currency. Valuation changes
can be specified in Amount or Percentage. Here, both ratings and notches downgrade are not applicable.

The time buckets selected as part of the assumption parameters are the impacted time buckets.

Refer section Valuation Changes for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:
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a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

An example is as follows:

Based On Gzistumption Assignment Method
Market Value Percentage Selected
Legal Entity Product :ﬁlpuaa(\:ttion g
LE1 P4 100%
LE 2 P5 50%
LE 3 P4 20%
LE 4 P5 30%
Downgrade Impact
Legal Entity Product Type | Original Market Value | Value Revised Market Value
LE1 P4 520000 520000 0
LE 2 P5 610000 305000 305000
LE 3 P4 160000 32000 128000
LE 4 P5 120000 36000 84000

Table 17 Ratings Downgrade — Valuation Changes
6.2.3 Incremental Cash Flow

6.2.3.1 Incremental Cash Flow

This is a generic assumption which enables you to define and caters to the different combinations
available as part of Incremental Cash Flow.

Refer section Incremental Cash Flow for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

6.2.3.2 Drawdown

The assumption types Drawdown of Unutilized Credit and Drawdown of Funding Line of Credit, available
as part of version 2.0, have been merged as part of the drawdown sub category. The assumption
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specification and computation method for this sub category remain unchanged. This sub category allows
drawdown to be specified on lines of credit extended as well as received by banks in a single business
assumption.

There is an amount line given to the bank or received by the banks which are allowed to drawdown. This
allows drawdown to be specified on lines of credit extended as well as received by Banks.

Drawdown of Unutilized Credit: Banks generally allow its customers to withdraw a certain amount which
is a percentage of the value specified as the limit. This business assumption is applied to the undrawn
portion, the assumption being that certain portion of the undrawn amount is drawn by the customer at the
specified time bucket thus leading to additional cash outflows. This assumption also allows you to specify
the corresponding cash inflow for the specified cash outflow.

Drawdown of Funding Line of Credit: Banks also receive lines of credit from other banks and financial
institutions. The bank can drawdown these lines as per its requirement at anytime during the tenure of the
facility. A percentage of the total undrawn amount is assumed to be drawn down over each time bucket.
Drawdown of funding line of credit results in cash inflow first and outflow at a later date. This assumption
also allows you to specify the corresponding cash outflow for the specified cash inflow

This assumption also allows you to specify the corresponding cash inflow for the specified cash outflow.
Refer section Drawdown for information on the steps involved in specifying this assumption.
The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Various options for cash flow assignment are available. Refer section Cash Flows.

An example for drawdown is as follows:

Cash Inflow = Undrawn Amount x Drawdown %

Cash Outflow = Cash Inflow x Outflow %

. . Assignment
Assumption Unit Method Based On
Percentage Selected Undrawn
Balance
Business Assumption Computation
Product Type Primary Bucket Offset Drawdown | Offset Primary Bucket | Offset Bucket
yp y Bucket value value (Inflow bucket) | (Outlfow bucket)
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50000 12500

i - - 0, 0,
Borrowing 1-1 Days 3-3 Days 50% 25% (100000*50%) {(100000*50%)*25%}

Here,
Primary bucket = Inflow bucket
Offset bucket = Outflow bucket

Table 18 Incremental Cash Flow — Drawdown

6.2.3.3 New Business

The new business assumption accounts for both the initial outflows as well as corresponding inflows
occurring due to growth in the business represented by Leg 1 and Leg 2. This assumption also accounts
for both the outflows and corresponding inflows occurring due to the growth in business represented by
Leg 1 and Leg 2.

The Growth/New Business assumption category merges the following assumption types supported in
version 2.0.

e Deposit Balance Growth (when Based on = Cash Flows)

e Asset Book Growth (when Based on = Cash Flows)

e Liability Book Growth (when Based on = Cash Flows)

e EOP Balance Growth of Assets (when Based on = EOP Balance)

e EOP Balance Growth of Liabilities (when Based on = EOP Balance)

The earlier assumptions supported in 2.0 maps to this assumption. The change is the earlier deposit
balance growth assumption is now the new business assumption. In case you select the assumption type
as Deposit Balance Growth, select Based On is selected as Cash Flows under this assumption.

In version 2.0 there were five different assumptions for New Business. These five assumptions have been
merged into a single assumption and this how u can cater to each assumption:

e Deposit Balance Growth (Based on = Cash Flows)

Deposits balance refers to the cash in hand and the deposits maintained by the bank with other
institutions including the central bank. Increase in deposit balance results in an increased cash
inflow in the maturing time bucket. Note: Deposits Balance Growth can either be positive or
negative.

e Asset Book Growth (Based on = Cash Flows)

Asset book refers to the balances of loans and advances given by the bank. Increase in the asset
balance results in an increased cash outflow in the selected time bucket and corresponding
inflows in future time buckets. This assumption accounts for both the initial outflows as well as
corresponding inflows occurring due to growth in the business represented by Leg 1 and Leg 2.

e Liability Book Growth (Based on = Cash Flows)

Liability Book Growth refers to the growth in the value of deposits which are maintained by the
bank’s customers or borrowings that have been taken by the bank. The growth in the value of
deposits results in an additional cash outflow in the maturing time bucket. This assumption also
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accounts for both the outflows and corresponding inflows occurring due to the growth in business
represented by Leg 1 and Leg 2.

EOP Balance Growth of Assets (Based on = EOP Balance)

EOP Asset Balance of Growth assumption estimates new businesses based on the EOP balance
of assets. It accounts for both legs of the transactions, that is, inflows as well as outflows.

EOP Balance Growth of Liabilities (Based on = EOP Balance)

EOP Liability Balance Growth assumption estimates new businesses based on the EOP balance
of liabilities. It accounts for both legs of the transactions, that is, inflows as well as outflows.

Refer section New Business for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a)

b)

c)

Identify the original time bucket and calculate the cash outflow occurring in it due to the

assumption.

Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

If time specific or critical obligation, record the delay and indicate a breach.

Various options for cash flow assignment are available. Refer section Cash Flows.

An example for Asset Book Growth is as follows:

Here,
Assumption | Assignment | Based
Unit Method On
Percentage Selected Cash
Flow
Business Assumption Computation
Revised Revised
Contractual Contractu | Contractual | Contractu
Product | Legal Primary | Off-set Growth | Off-set value Cash flow al Cash Cash flow al Cash
Type Entity | Bucket | Bucket (Primary flow (Off-set flow
Bucket) (Primary Bucket) (Off-set
bucket) Bucket)
26800
g(;—GSO 60% 25000 (3000*60
Y 9%)+25000
90-90 17000 27600
3-3 § 0 20% 20000- 27000 (3000*%20
Loans LE1 Days Days 15% 20000 (20000*15 %)+27000
%)
120- 32600
120 20% 32000 (3000*%20
Days %)+32000
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Outflow Amount = Cash Flow * Growth %

Inflow Amount = OQutflow Amount * Inflow %

Table 19 Incremental Cash Flow — New Business Example 1

An example for Liability Book Growth is as follows:

. . Assignment Based
Assumption Unit Method on
Percentage Selected Cash
Flow
Business Assumption Computation
Revised Revised
Product | Legal | Primar Off-set Off- Contractual Cash | Contractual ggg;r:gtxal Contractual
Tvpe En?it Buckety Bucket Growth | set flow Cash flow (Off-set Cash flow
yp y value | (Primary Bucket) | (Primary Bucket) (Off-set
bucket) Bucket)
23500
4-4 Days 30% 25000 25000-
_ 33 25000 (5000%30%)
Deposits | LE1 Davs 25% 20000 20000+(
Y 20000*25%) 30000
5-5 Days 40% 32000 32000-
(5000*40%)

Here,

Inflow Amount = Cash Flow * Growth %

Outflow Amount = Inflow Amount * Outflow %

Table 20 Incremental Cash Flow — New Business Example 2

6.2.3.4 Ratings Downgrade

This assumption supports both rating based and notch based downgrade. These downgrades are
specified for each legal entity within the bank’s organization structure. This can come from multiple
sources like Moody’s, S&P and can be both short term and long term or a combination thereof. Since
these rating downgrades are defined at a legal entity level, legal entity is a mandatory dimension for this
assumption. If the downgrade is same across all legal entities, no individual legal entity is required to be
selected.

For some financing transactions or derivatives with embedded triggers for downgrade, a downgrade of
the bank’s rating by a recognized credit rating institution requires the bank to post additional collateral.
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This will result in an increase in cash outflow for all the accounts that are triggered based on the
corresponding downgrade impact amount and downgrade impact value specified by the bank. The
downgrade trigger and the corresponding downgrade impact amount are available as part of the account
information.

Refer section Ratings Downgrade for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Cash flow assignment is done in the following manner:
Cash Flﬂwfm, Buckatn —

[DﬂWﬂgTﬂ.dE fmp act Amount of the porticulor account whick iz triggered =
Percentage Specified) OR [Amount Specified)

The example below illustrates the effect of this business assumption on the cash outflows when the
downgrade trigger is selected as Ratings Based Downgrade:

: ; Ratings Assignment
Based On Assumption Unit
Downgrade |Method
Ratings
Downgrade Impact |Percentage Selected
Based
Downgrade Specification
Rating
Legal Entity Rating Type Source Downgrade
Short Term FIT F2 FIT
LE1 Long Term FIT CFIT
Long Term INT CINT

Assumption Specification
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Time Downgrade
Legal Entity Product Type Bucket Impact
LE1 PT1 6-6 Days 100%
LE 1 PT 2 6-6 Days 80%
Accounts Active Flag updation

Impact

[Accounts Legal Entity Product Type Trigger Id Amount  [Active Flag
Account 1 LE1 PT1 Trigger Id 1 100000 Y
Account 2 LE1 PT1 Trigger Id 2 200000 N
Account 3 LE1 PT1 Trigger Id 3 520000 N
Account 4 LE1 PT 2 Trigger Id 4 600000 Y

Table 21 Incremental Cash Flow - Ratings Downgrade Example 1

The example below illustrates the effect of this business assumption on the cash outflows when the
downgrade trigger is selected as Notch Based Downgrade:

Assumption |Ratings Assignment
Based On )
Unit Downgrade Method
Downgrade Impact Percentage Notch Based Selected
Downgrade Specification
Legal Entity Rating Type |Rating Source |Downgrade
LE1 Short Term FIT 1 Notch
Long Term FIT 2 Notches
Long Term INT 1 Notch
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Forecasted rating Derived (Not Ul

Input)
Legal Entity Rating Type |Rating Source [Downgrade
LE 1 Short Term FIT F2 FIT
Long Term FIT CFIT
Long Term INT C INT

Assumption Specification

Downgrade
Legal Entity Product Type [Time Bucket Impact
LE 1 PT1 6-6 Days 100%
LE 1 PT 2 6-6 Days 70%
Accounts Active Flag updation

Impact

Accounts Legal Entity [Product Type (Trigger Id Amount Active Flag
Account 1 LE1 PT1 Trigger Id 1 100000 Y
Account 2 LE1 PT1 Trigger Id 2 200000 N
Account 3 LE1 PT1 Trigger Id 3 520000 N
Account 4 LE1 PT 2 Trigger Id 4 600000 Y

Table 22 Incremental Cash Flow - Ratings Downgrade Example 2

6.2.3.5 Run-off

Incremental Cash Flow Run-off is applied to the End of Period (EOP) balances indicating the amount that
are withdrawn prior to their scheduled maturity. The computation methodology has one additional step
that is, if cash flows exist for the dimension combination for which Run-off is specified, they are deleted
and then the new cash outflows are generated.

Refer section Run Off for information on the steps involved in specifying this assumption.
The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the
assumption.
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b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including
penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

For instance incremental cash flow Run-off is applied to Time Deposits whose EOP balance is $ 10000.
The assumption is applied on original balance to selected time buckets as follows:

Business Assumption Cash Flow Assignment
Existing
Contractual . Time Revised Cash
Product Type | To Bucket Run-off Cash Flow Time Bucket Deposit Flow
Outflow
4000
Time Deposits | 1-7 Days 10% 5000 1-7 Days [= 5000 —
(10000*10%)
7500
8-15 Days 10% 8000 8-15 Days 500 [= 8000 + 500 —
(10000*10%)

Table 23 Incremental Cash Flow — Run-Off

6.2.3.6 Secured Funding/Financing

This assumption is based on debt backed or secured by collateral securities associated with lending This
assumption category refers to the generation of secured funding or creation of secured financing
transactions including secured loans, repos and so on. An example would be a mortgage, your house is
considered collateral towards the debt. If you default on repayment, the bank seizes your house, sells it

and uses the proceeds to pay back the debt.
Note:

e Assets can only be posted as collateral or specified as underlying only if they are unencumbered
during the period between the Primary and Off-set bucket.

e The ability to filter assets based on their encumbrance period is supported.
The following steps are involved in applying the secured funding/financing assumption to cash flows:
a) Map inflows and outflows of the transaction to respective time buckets.
b) Calculate the corresponding interest amount.
c) Mark the assets selected as collateral/underlying as encumbered and update the encumbrance

period.

Refer section Secured Funding/Financing for information on the steps involved in specifying this

assumption.
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This business assumption is illustrated below.

Business Assumption Cash Flow Assignment
Product | Primary | Off-Set Encumber | Contractual | Time .
Type Bucket | Bucket el Callrzrl ed Value Cash Flow Bucket RefEes Cani A9
1.7 + 15000
Asset 1 50% 5000 Davs
1-7 8-15 Y [= 5000 + 10000]
Loan D D 10000
ays ays Asset 2 50% 8-15 - 2000
8000
Days [=8000 — 10000]

Table 24 Incremental Cash Flow — Secured Funding/Financing

6.2.3.7 Valuation Changes

This assumption supports changes in the value of the collateral posted due to changes in market
valuation of transaction or changes in the contract value. This further leads to cash outflow.

This assumption impacts the denominator of LCR that is, increase in the outflow for the Legal Entity.

Some derivatives are secured by collateral to cover losses arising from changes in mark-to-market
valuations. For changes in the value of the derivative, additional collateral is posted resulting in a cash
outflow. The valuation changes can be with Natural currency or Selected Currency. Valuation changes
can be specified in Amount or Percentage. Here, both ratings and notches downgrade are not applicable.

The time buckets selected as part of the assumption parameters are the impacted time buckets.

Refer section Valuation Changes for information on the steps involved in specifying this assumption.

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the

assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including

penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

An example is as follows:

. . Assignment
Based On Assumption Unit Method
Market Value Percentage Selected

Assumption Specification

Legal Entity Product Type Time Bucket
LE 1 PT1 6-6 Days
LE 2 PT1 6-6 Days
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Computation

Account Legal Entity Product Type
Account 1 LE 1 PT1

Account 2 LE 2 PT1

Account 3 LE1 PT1

Account 4 LE 2 PT1
FCT_AGG_CASH_FLOWS

Legal Entity Product Type Outflow

LE1 PT1 400000

LE 2 PT1 480000

Table 25 Incremental Cash Flow - Valuation Changes

Note:

Each of these does not calculate the impact of interest and have been explained in a principle

perspective.

The examples provided for business assumption do not illustrate the impact of interest cash flows.

For information on interest cash flow calculations from the perspective of assumptions, refer section
Impact of Assumptions on Interest Cash Flows.

6.2.4 Value Change

6.2.4.1 Available Stable Funding Factor

Available stable funding (ASF) factors are the multiplication factors specified for liabilities and equities for
the purpose of calculating the Net Stable Funding Ratio (NSFR). This assumption does not affect the
cash flows for the purpose of computing liquidity gaps, but is used only for calculating the total available
stable funding. This business assumption allows you to specify the ASF factor in percentage terms only.
The percentage specified is applied to the selected combination in order to calculate the NSFR.

Refer section Available Stable Funding Factor for information on the steps involved in specifying this

assumption

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the

assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including

penalties, if any.
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c) If time specific or critical obligation, record the delay and indicate a breach.

Business Assumption

Computation

Available Stable

Product Currency ASF Factor EOP Balance )
Funding
) 10000000
Tier 1 uUsD 100% 10000000
(1000000%100%)
) 200000
Tier 2 uUsD 100% 200000
(200000*100%)
. . 288000
Term deposits from retail UsD 90% 320000
(320000*90%)
Unsecured funding from 10500
. . USsD 50% 21000
non-financial corporates (21000*50%)

Table 26 Value Change - Available Stable Funding Factor

6.2.4.2 Haircut

Liquidity haircuts are applied to high quality liquid assets in order to determine the stock of high quality
liquid assets. This assumption does not affect the cash flows. Haircuts are allowed to be specified in
percentage terms only. The haircut percentage specified will be applied to all assets with the dimensional
attributes specified in order to calculate the stock of high quality liquid assets. for the purpose of

computing the Liquidity Coverage Ratio (LCR).
Refer section Haircut for information on the steps involved in specifying this assumption

The steps involved in applying the delay in cash flow timing assumption to cash flows are as follows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the

assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including

penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Business Assumption

Computation

Product Haircut Market Value Liquid Value
3000000

Cash 0% 3000000
187000

Covered bonds 15% 220000
{220000*(1-15%)}
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412500
Residential mortgage backed securities 25% 550000
{550000*(1-25%)}
Exchange traded non-financial common 55000
50% 110000

equities

{110000*(1-50%)}

6.2.4.3 Required Stable Funding Factor

Table 27 Value Change - Haircut

Required stable funding factors are the multiplication factors specified for assets for the purpose of
calculating the NSFR. This business assumption does not affect the cash flows for the purpose of
computing liquidity gaps, but is used for calculating the total required stable funding only. This assumption
allows you to specify the amount in percentage only. The percentage specified is applied to the selected
combination in order to calculate the Net Stable Funding Ratio (NSFR).

Refer section Required Stable Funding Factor for information on the steps involved in specifying this

assumption.

The following steps are involved in applying the delay in cash flow timing assumption to cash flows:

a) ldentify the original time bucket and calculate the cash outflow occurring in it due to the

assumption.

b) Identify the corresponding revised time buckets and the cash inflow occurring in it, including

penalties, if any.

c) If time specific or critical obligation, record the delay and indicate a breach.

Business Assumption Computation
Product RSF Factor EOP Balance Required Stable Funding
Non-renewable loans to financial

N . . 0% 200000 0
entities and financial corporates
Gold 50% 150000 75000 (150000*50%)
Corporate bonds rated A+ to A- 0% 220000 0

Table 28 Value Change - Required Stable Funding Factor
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6.3

Impact of Assumptions on Interest Cash Flows

In 2.0 the impact of business assumptions was only on principal cash flows. Oracle Financial Services
Liquidity Risk Management v3.0 considers the impact on both principal and interest cash flows. This is
treated in following three ways:

When business assumption values are applied on both principal and interest cash flows.
When assumption values are applied on principal cash flows only and interest is approximated.

When interest is calculated and is not approximated.

When you select the approximate Interest parameter in the Run Definition window as Yes, then interest is
approximated as explained below. If the parameter is selected as No, then the assumption values are
applied on both principal and interest cash flows.

The following are the steps involved in approximating interest:

1)

2)

3)

4)

5)

Obtain the principal and interest cash flows under contractual terms.

Bucket the contractual cash flows based on the time buckets selected while distinguishing
between interest and principal cash flows in each time bucket.

Calculate the outstanding balance in each bucket under contractual terms. The outstanding
balance in the first time bucket will be the EOP balance. The formula for calculating the
outstanding balance for each subsequent bucket is as follows:

Gr'JIS Balance Buchet w0 ontroctuol
=@/5 Balanceg, 10 -

— Principal CF

1L ontree buel

Bucket in—LE ontvoctuek

Here,
O/S Balance: Outstanding Balance
CF: Cash Flows

Apply the business assumption to estimate principal cash flows. In case of balance based
assumptions, this applies to the EOP balance. In case of cash flow based assumptions, this
applies to the principal cash flows in a given bucket.

Calculate the outstanding balance in each bucket under business-as-usual or stress terms. The
outstanding balance in the first time bucket will be the EOP balance. The formula for calculating
the outstanding balance for each subsequent bucket is as follows:
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GJ'JIS Bﬂ!ﬂﬂce&ucket nAzsumption
=@Q/5 Balanceg, 1.

— Principal CF g, o n-
— Principal CF

L ontrec buel
LEontractunl

Buchet n—LAssumption

6) Calculate the proportionate impact on interest cash flows in each bucket under business-as-usual
or stress terms as per the following formula:

Interest CF

1

—Interest CFg, 1000

Buchet nAzsumption
/5 Balanceg, 1o n

LAszumption

# Interest CF

OXS B alaﬂce&ucket a-LControctunl

1.Contractual

Buchet n— Lfmsrncsual)

7) Calculate the total principal and interest cash inflows and outflows in each time bucket post
assumption.

8) Calculate the total inflows, outflows and net gap in each time bucket post assumption.

Note:

This computation is not applicable for the assumption types Rollover of Repos and Reverse Repos
and Creation of Repos as the interest calculations are explicitly defined in these cases.

The tables below explain the impact of assumptions on Interest Cash Flows. The standard time
buckets are Overnight, 1-7 Days, 8-15 Days, 16-30 Days, 1-3 Months, 3-6 Months, 6-12 Months, and

> 1 Year. All examples consider an EOP balance of 5000 for time deposits.

Example 1: Impact on Interest Cash Flows under Growth Assumption

In this case a growth of 10 % on the EOP balance is defined in the 8-15 Days bucket and 15% in the 3-6
Months bucket.

Condition

Measure

Cash Outflow

Overniaht 1-7 8-15 16-30 1-3 3-6 6-12 >1
9 Days Days Days Months | Months | Months | Year
Principal
Cash Flow 221.00 195.00 244.00 283.00 163.00 263.00 257.00 3374.00
Contractual | Interest Cash
Flow 112.00 129.00 87.00 147.00 65.00 88.00 84.00 1477.42
O/S Balance
5000.00 4779.00 | 4584.00 | 4340.00 | 4057.00 | 3894.00 | 3631.00 | 3374.00
Principal
Business Cash Flow -500.00 | 20.00 50.00 -680.00 | 330.00 780.00
Assumption
O/SBalance | 500000 | 4779.00 | 4584.00 | 4840.00 | 4537.00 | 4324.00 | 4741.00 | 4154.00
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Cash Outflow
Condition Measure
Overnight 1-7 8-15 16-30 1-3 3-6 6-12 >1
Days Days Days Months | Months | Months | Year
Proportionate
Eﬁe“ Cash | 400 0.00 0.00 16.94 | 7.69 9.72 25.68 | 341.55
Table 29 Impact on Interest Cash Flows under Growth Assumption
Note:

The assumption cash flows provide the impact of the assumption only and not the change in the original
cash flows due to the assumption.

Example 2: Impact on Interest Cash Flows under Rollover Assumption

In this case a rollover of 10% is defined on the cash flows from the 1-7 Days bucket to the 3-6 Months

bucket.
Cash Outflow
Condition Measure
overniant | 17 8-15 1630 | 1-3 36 6-12 >1
9 Days Days Days Months | Months | Months | Year
Principal
Cash Flow | 221.00 195.00 | 244.00 | 283.00 | 163.00 | 263.00 | 257.00 | 3374.00
Contractual Interest Cash
Flow 112.00 129.00 | 87.00 | 147.00 | 6500 |88.00 | 84.00 1477.42
OIS Balance | 500000 | 4779.00 | 4584.00 | 4340.00 | 4057.00 | 3894.00 | 3631.00 | 3374.00
Principal
Cash Flow -19.50 19.50
Business | O/S Balance | 544469 | 4770.00 | 4603.50 | 4359.50 | 4076.50 | 3913.50 | 3631.00 | 3374.00
Assumption
Proportionate
'Fr}gf,;eStcaSh 0.00 0.00 0.37 0.66 0.31 0.44 0.00 0.00

Table 30 Impact on Interest Cash Flows under Rollover Assumption

Example 3: Impact on Interest Cash Flows under Run-off Assumption

In this case, a 10% EOP Balance Run-off is defined from the 3-6 Months bucket to the 1-7 Days bucket.

Cash Outflow

Condition Measure
Sl 1-7 8-15 16-30 1-3 3-6 6-12 >1
9 Days Days Days Months | Months | Months | Year

Principal

Cash Flow 221.00 195.00 244.00 283.00 163.00 263.00 257.00 3374.00
Contractual

Interest Cash

Flow 112.00 129.00 87.00 147.00 65.00 88.00 84.00 1477.42
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Cash Outflow
Condition Measure
overnight | = 8-15 16-30 1-3 36 6-12 >1
Days Days Days Months | Months | Months | Year
O/S Balance | 5,4 oo 4779.00 | 4584.00 | 4340.00 | 4057.00 | 3894.00 | 3631.00 | 3374.00
Principal
Cash Flow 500.00 -500.00
Business O/S Balance
Assumption 5000.00 4779.00 | 4084.00 | 3840.00 | 3557.00 | 3394.00 | 3631.00 | 3374.00
Proportionate
'Fr}gf,;eStcaSh 0.00 0.00 -9.49 16.94 | -8.01 11.30 | 0.00 0.00

Table 31 Impact on Interest Cash Flows under Run-off Assumption
When interest is calculated and is not approximated,

In case Include Interest Cash Flow is selected as Yes and Approximate Interest is selected as No, the
application includes the interest cashflow. If you have selected cashflow type in dimension and node as
Principal then assumption impacts only principal cashflows. If you have selected cashflow type in
dimension and node as Interest then assumption impacts only Interest cashflows. In case you have not
selected cashflow type in dimension, then assumption ignores the cashflow type. This means, it will
include both principal and interest cash flows.

Note:

The interest cash flows are reported for each time bucket as part of the liquidity risk dashboard in Oracle
Financial Services Asset Liability Management Analytics.

Interest cash flows occurring contractually are considered during calculations and the impact of
assumptions on interest is calculated under BAU and stress conditions if the option ‘Yes' is selected as
part of the Include Interest Cash Flows field in the Run Definition window. Refer Run Management
Definition section.

6.4 Cash Flow Assignment Methodologies

The complete list of cash flow assignment methods are as follows:

1. Selected time bucket only.

2. Equally to all time buckets up to and including the selected bucket.

3. In decreasing order to all time buckets up to and including the selected bucket.
4. Inincreasing order to all time buckets up to and including the selected bucket.
5

In proportion to the bucket size.

Detailed in the following sections are illustrations for each cash flow assignment method. The standard
Level O time buckets are Overnight, 1-7 Days, 8-15 Days, 16-30 Days, 1-3 Months, 3-6 Months, 6-12
Months, 1-5 years and > 5 Years. All examples consider an EOP balance of 500000 for time deposits.

1. Selected Time Bucket
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In this case, the assumption unit is applied to the cash flows and the assumption cash flows are
mapped to the time bucket selected. If the assumption is not specified on Level 0 buckets, then
the assignment to the lower buckets is done proportionately to the bucket size.

2. Equal Assignment

Here cash flows assigned to each bucket are up to the selected bucket. Assignments are made
equally to the selected level and further assignment is done till the most granular level. The
formulae under different conditions are as follows:

a) EOP Balance Based Assumptions, Assumption Unit = Percentage
EOQP Balance-Assumption ¥t

Cash Flowggua Balance Based % = ~ Number of LD Buckets
Cash Flow _ EOP Balance x Assumption %
asit FYOWEqual Balance Based % = “Nypmpor of Level X Buckets
Where,
Level X Buckets: Higher granular buckets
Business Assumption Cash Flow Assignment
Product From Run-off ComiEeE] Sael Time Bucket Revised Cash Flow
Bucket Flow
_ — 2500
10000 Overnight

Time [= 10000 - {(500000*5%)/2}]
8-15 Days 5%

Deposits 7500

5000 1-7 Days
[= 5000 — {(500000*5%)/2}]

Table 32 Equal Assignment under Balance Based Assumptions, %
b) Cash Flow Based Assumptions, Assumption Unit = Percentage

Cash Flowgg,,) (F Based 5
Cash Flow, x Assumption 9

Number of L0 Buckets
_ Cash Flow, x Assumption %

" Number of Level X Buckets

Cash Flowggq oF Baseds

Where, n: Selected bucket

Business Assumption Cash Flow Assignment
Time Contractual Cash . .
Product Bucket Run-off Flow Time Bucket Revised Cash Flow
9800
10000 Overnight
Time [= 10000 - {(8000*5%)/2}]
Denosits 8-15 Days 5%
P 4800
5000 1-7 Days
[= 5000 — {(8000*5%)/2}]

Table 33 Equal Assignment under Cash Flow Based Assumptions, %

c) Assumption Unit = Value
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Cash Flﬂwflﬂlﬂi_i =

Cash FIEqu‘HEE_E =

Assumption Value

Number of L0 Buckets

Assumption Value

Number of Level X Buckets

Business Assumption

Cash Flow Assignment

Time Contractual Cash . .
Product Bucket Run-off Flow Time Bucket Revised Cash Flow
8500
10000 Overnight
Time [= 10000 - (3000/2)]
Denosits 8-15 Days 3000
P 3500
5000 1-7 Days
[= 5000 — (3000/2)]

3. Proportionate Assignment

Table 34 Equal Assignment, Value

Cash flows are assigned to each bucket up to the selected bucket in proportion to the bucket
size. Assignments are made proportionately to the selected level and further assignment is done
till the most granular level. The formulae under different conditions are as follows:

a) EOP Balance Based Assumptions, Assumption Unit = Percentage

CashFlowpyoportionate BalanceBozed 3 = (EOPBalance x Assumptions) x%

Where,

t: Number of days in the given Level X bucket
T: Total number of days up to the selected bucket

Business Assumption

Cash Flow Assignment

Time Contractual Cash . .
Product Bucket Run-off Flow Time Bucket Revised Cash Flow
10000
10000 Overnight [= 10000 —
. *50, *|
Sén?)sits 8-15 Days 5% {(500000*5%)*0/7]
P ~20000
5000 1-7 Days
[= 5000 — {(500000*5%)*7/7]

Table 35 Proportionate Assignment under Balance Based Assumptions, %

b) Cash Flow Based Assumptions, Assumption Unit = Percentage

L
Cash FloWp,gportionate CF Baseds: = (Cash Flow, X Assumption %) X?

Business Assumption

Cash Flow Assignment

Product Ul Run-off ConieEs el Cosl Time Bucket Revised Cash Flow
Bucket Flow
; 10000
E‘me . 8-15 Days | 5% 10000 Overnight
eposits [= 10000 — {(8000*5%)*0/7}]
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Business Assumption Cash Flow Assignment
Time Contractual Cash . .
Product Bucket Run-off Flow Time Bucket Revised Cash Flow
4600
5000 1-7 Days
[= 5000 — {(8000*5%)*7/7}]

Table 36 Proportionate Assignment under Cash Flow Based Assumptions, %

c) Assumption Unit = Value

r
Cash FloWp,gpomionare 3 = Assumption Value x T

Business Assumption Cash Flow Assignment
Product Time Run-off ComiEeE] Sael Time Bucket Revised Cash Flow
Bucket Flow
10000
10000 Overnight
Time [= 10000 — (3000*0/7)]
D'e sits 8-15Days | 3000
P 2000
5000 1-7 Days
[= 5000 — (3000*7/7)]

Table 37 Proportionate Assignment, Value

4. Decreasing Assignment

Cash flows are assigned to each bucket up to the selected bucket in decreasing order based on
ranks assigned to cash flows. Assignments are made in decreasing order to selected level and
further assignment is done till the most granular level. The formulae under different conditions are
as follows:

a) EOP Balance Based Assumptions, Assumption Unit = Percentage

Cash Flowp ecreasing.Balonce Based
Bucket Rank -

= (EOP Balance x Assumption %) x (m]

Where,

Bucket Rank: This is the rank assigned to each Level X bucket within the bucket set. The rank is
assigned in decreasing order that is, 1 is assigned to the last bucket in the set, 2 is assigned to
the previous bucket and so on.

Business Assumption Cash Flow Assignment
Time Contractual Time Bucket .
Product Bucket Run-off Cash Flow Bucket Rank Revised Cash Flow
. ) 0
Time |13 " 5% 10000 Overnight 4
Deposits | Months [= 10000 — (500000*5%)*4/10]
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Business Assumption Cash Flow Assignment
Time Contractual Time Bucket .
Product Bucket Run-off Cash Elow Bucket Rank Revised Cash Flow
— 2500
5000 1-7 Days 3
[= 5000 — (500000*5%)*3/10]
3000
8000 8-15 Days 2
[= 8000 — (500000*5%)*2/10]
3000 16-30 Days 1 500
[= 3000 — (500000*5%)*1/10]

Table 38 Decreasing Assignment under Balance Based Assumptions, %

b) Cash Flow Based Assumptions, Assumption Unit = Percentage
Cash Flowp errensing,CF Based ™
Bucket Rank

= [Eﬂsh FIEW-H # Asmmptiﬂﬂ %:l # (m]

Business Assumption Cash Flow Assignment

Time Run- Contractual Time Bucket .
RiogucH Bucket off Cash Flow Bucket Rank REISEE Gl HE
9880
10000 Overnight 4
[= 10000 — (6000*5%)*4/10]
4910
5000 1-7 Days 3
Time 1.3 o [= 5000 — (6000*5%)*3/10]
Deposits | Months 0 7940
8000 8-15 Days 2
[= 8000 — (6000*5%)*2/10]
3000 16-30 Days 1 2970

[= 3000 — (6000*5%)*1/10]

Table 39 Decreasing Assignment under Cash Flow Based Assumptions, %

c) Assumption Unit = Value

Cash Flowp,repsing s = Assumption Value x (

Bucket Rank ]
¥ Bucket Rank.

Business Assumption

Cash Flow Assignment

Time Run- Contractual Time Bucket .
Rioguct Bucket off Cash Flow Bucket Rank REISEE Gl HE
10000 (0] igh 4 8800
Time 1-3 vernight - .
Deposits | Months 3000 [= 10000 — (3000*4/10)]
5000 1-7 Days 3 4100
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Business Assumption Cash Flow Assignment
Time Run- Contractual Time Bucket .
el Bucket off Cash Flow Bucket Rank REMEDE G HE
[= 5000 — (3000*3/10)]
7400
8000 8-15 Days 2
[= 8000 — (3000*2/10)]
3000 16-30 Days | 2100
[= 3000 — (3000*1/10)]

Table 40 Decreasing Assignment, Value

5. Increasing Assignment

Cash flows are assigned to each bucket up to the selected bucket in increasing order based on
ranks assigned to cash flows. Assignments are made in increasing order to the selected level and
further assignment is done till the most granular level. The formulae under different conditions are
as follows:

a) EOP Balance Based Assumptions, Assumption Unit = Percentage
Bucket Rank

Cash FIEWITII‘T‘E‘IEEHH_EEEE‘HI‘EEESEQ?D = [EUP Balance = ﬂsmmptiﬂﬂ %:' # (mj

Where,
Bucket Rank: Rank assigned to each Level 0 bucket within the bucket set. The rank is assigned
in increasing order i.e. 1 is assigned to the first bucket in the set, 2 is assigned to the next bucket

and so on.
Business Assumption Cash Flow Assignment
Time Run- Contractual Time Bucket .
el Bucket off Cash Flow Bucket Rank Fedpan e How
1666.67
10000 Overnight 1 o
Time 8-15 s [= 10000 - (500000*5%)*1/3]
Deposits | Days Z11666.67
5000 1-7 Days 2
[= 5000 — (500000*5%)*2/3]

Table 41 Increasing Assignment under Balance Based Assumptions, %

b) Cash Flow Based Assumptions, Assumption Unit = Percentage

Cash FLoWereusing CF Based
Bucket Rank

= (Cash Flow, x Assumption %) X (m]
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Business Assumption

Cash Flow Assignment

Time Run- Contractual Time Bucket .
Rioguct Bucket off Cash Flow Bucket Rank REISEE Gl HE
9866.67
10000 Overnight 1
Time 8-15 [= 10000 - (8000*5%)*1/3]
. 5%
Deposits | Days 473333
5000 1-7 Days 2
[= 5000 — (8000*5%)*2/3]

Table 42 Increasing Assignment under Cash Flow Based Assumptions, %

c) Assumption Unit = Value

Cash Flow _ 4 cion Val X( Bucket Rank ]
s OWinereasing s = Assumption Value T Bucket Rank.
Business Assumption Cash Flow Assignment
Time Run- Contractual Time Bucket .
PrEELE: Bucket off Cash Flow Bucket Rank RiEvEEE C2E (Rl
] 9000
10000 Overnight 1 .
Time 8-15 [= 10000 - (3000*1/3)]
. 3000
Deposits | Days 3000
5000 1-7 Days 2
[= 5000 — (3000%2/3)]
Table 43 Increasing Assignment, Value
Note:

If assumptions are specified on bucket levels other than Level 0, the assignment is done at the selected
level and further assignment is done at the higher granular levels, using the same cash flow assignment
methodology selected, till assignment has been made to Level 0 buckets. The only exception is the
selected time bucket method where the cash flow is assigned proportionately to higher granular bucket
levels based on the bucket size. In version 2.0 the assignment to more granular levels was done equally.

An illustration of assignment across multiple levels is provided in the following table. Suppose $1000 is
assigned in increasing order to buckets at multiple levels. The assignment is done as follows:

Level 2 Rank Amount Level 1 Rank Amount Level O Rank Amount
Bucket Assigned Bucket Assigned Bucket Assigned
111.11 111.11
1Week |1 1Week |1
[= (333.33*1/3)] [= (111.11*1/1)]
1-3 333.33 74.07
Week 1 2Week |1
[= (1000*1/3)] | 5_3 222.22 [= (222.22*1/3)]
2
Week [= (333.33*2/3)] 148.15
3Week |2
[= (222.22*2/3)]
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Level 2 Rank Amount Level 1 Rank Amount Level O Rank Amount
Bucket Assigned Bucket Assigned Bucket Assigned
74.07
4Week |1
4-5 . 222.22 [= (222.22*1/3)]
Week [= (666.67+1/3)] 148.15
5Week | 2
[= (222.22%2/3)]
4-8 666.67 74.07
Week 2 6Week |1
[= (1000*2/3)] [= (444.44*1/6)]
6—8 444.44 148.15
Week 2 ) 7 Week | 2
[= (666.67*1/3)] [= (444.44%2/6)]
222.22
8 Week | 3
[= (444.44%3/6)]

Table 44 Cash Flow Assignment to Multiple Bucket Levels

6. New Business

End of Period (EOP) Asset Balance of Growth assumption allows you to select the method for
cash flow assignment. Various options for cash flow assignment available are as follows:

. Decreasing — In decreasing order to all time buckets up to and including the
selected time bucket.

. Equal — Equally to all time buckets up to and including the selected time bucket.
. Proportional — In proportion to the time bucket size.

. Selected — Selected time bucket only.

Decreasing Cash flow assignment is done using the following formula:

Cash F!ﬂwfﬂ-r Bucket n

= EOP amount = Percentage Specified
« (1 — Percentage Specified) ™V

where n = number of time buckets

Equal cash flow assignment is done using the following formula:

Cash Flﬂwfﬂ-r Bucket n

_ (EOP amount * Percentage Specified) OR (Amount Specified)

Total number of Time Buckets
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Proportional Cash flow assignment is done using the following formula:

Cash F!ﬂwfﬂ-r Bucket n

= (EOQOP amount * Percentage Specified) OR (Amount Specified)
Number of days in Time bucketn

k3

Total number of days in all the considered Time buckets

Selected Cash flow assignment is done using the following formula:

Cash F!ﬂwfm_ Bucket n
= (EOQOP amount * Percentage Specified) OR (Amount Specified)

EOP Liability Balance Growth assumption allows you to select the method for cash flow
assignment. Various options for cash flow assignment available are as follows:

. Decreasing — In decreasing order to all time buckets up to and including the
selected time bucket.

. Equal — Equally to all time buckets up to and including the selected time bucket.
. Proportional — In proportion to the time bucket size.

. Selected — Selected time bucket only.

Decreasing Cash flow assignment is done using the following formula:

Cash Flﬂwfm_ Bucket n
= EOP amount = Percentage Specified
« (1 — Percentage Specified) ™V

where n = number of time bucket

Equal Cash flow assignment is done using the following formula:

Cash F!ﬂwfm_ Bucket n
_ (EOP amount * Percentage Specified) OR (Amount Specified)

Total number of time buckets

Proportional Cash flow assignment is done using the following formula:
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Cash F!ﬂwfﬂ-r Bucket n

= (EOP amount * Percentage Specified) OR (Amount Specified)
Number of days in Time bucketn

k3

Total number of days in all the considered Time buckets

Selected Cash flow assignment is done using the following formula:

Cash F!ﬂwfﬂ-r Bucket n

= (EOQOP amount * Percentage Specified) OR (Amount Specified)

7. Drawdown

Funding Line of Credit allows you to select the method for cash flow assignment. This business
assumption also allows you to select the method for cash flow assignment. Various options for
cash flow assignment available are as follows:

Decreasing — In decreasing order to all time buckets up to and including the selected time
bucket.

Equal — Equally to all time buckets up to and including the selected time bucket.
Proportional — In proportion to the time bucket size.

Selected — Selected time bucket only.

Decreasing Cash flow assignment is done using the following formula:

Cash F!ﬂwfnr Bucket n

= Undrawn amount * Percentage Specified
« (1 — Percentage Specified) ™1

where n = number of time bucket

Equal Cash flow assignment is done using the following formula:

Cash F!ﬂwfm_ Bucket n
B (Undrawn amount = Percentage Specified) OR (Amount Specified)

Total number of Time Buckets

Proportional Cash flow assignment is done using the following formula:
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Cash Flﬂwfm_ Bucket n
= (Undrawn amount
+ Percentage Specified) OR (Amount Specified)
Number of daysin Time bucketn

' Total number of days in all the considered Time buckets

Selected Cash flow assignment is done using the following formula:

Cash F!ﬂwfm_ Bucket n
= (Undrawn amount
+ Percentage Specified) OR (Amount Specified)

Credit Line Draw down allows you to select the method for cash flow assignment. This assumption also

allows you to specify the corresponding cash outflow for the specified cash inflow.

Various options for cash flows assignment available for this assumption are as follows:

e Decreasing — In decreasing order to all time buckets up to and including the selected time bucket.

e Equal — Equally to all time buckets up to and including the selected time bucket
e Proportional — In proportion to the time bucket size
e Selected — Selected time bucket only.

Decreasing Cash flow assignment is done using the following formula:

Cash Flﬂwfm_ Bucket n
= Undrawn amount * Percentage Specified
« (1 — Percentage Specified)™ v

where n = number of time bucket

Equal Cash flow assignment is done using following formula:

Cash F!ﬂwfm_ Bucket n
_ (Undrawn amount * Percentage Specified) OR (Amount Specified)

Total number of Time Buckets

Proportional Cash flow assignment is done using the following formula:
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Cash Flﬂwfm_ Bucket n
= (Undrawn amount
+ Percentage Specified) OR (Amount Specified)
Number of daysin Time bucketn

' Total number of days in all the considered Time buckets

Selected Cash flow assignment is done using the following formula:

Cash Flows, pyckern = (Undrawn amount = Percentage Specified) OR (Amount Specified

6.4.1 Assumption Calculation

In the Run Definition window, assumptions can either be “Applied To” Changing Balance/Cash Flows or
Original Balance/Cash Flows. This calculation is applied across business assumptions in a single Run. It
is applicable across business assumptions based on the option selected as part of the Assumption
Applied To field in the Run Definition window. This means that all assumptions are now executed
sequentially and the effects of the previous assumption are taken into account if the Changing
Balance/Cash Flows option is selected in the Run Definition window.

1. Original Balance/ Cash Flows:

When the user selects Original Balance/Cash Flows as a Run level parameter, it calculates the
assumption based on the original balance. It has a standalone effect i.e. assumption value is
always applied on the original balance. This basis is applicable to each subsequent business
assumption where the effects of the previous assumption are ignored for the purpose of
estimating the impact of an assumption i.e. the assumption cash flows arising out of the given
assumption.

Example 1: In case of original balance, when a Run is executed with two assumptions, the
assumption value is defined on the original balance and not on the revised balance of the
selected bucket (Refer table 2 — Customer 2)

Run 1: Original Balance (Run-off and Rollover)

Assumption 1: Run-off

Business Assumption Definition

Legal Custom From To Assumptio Run- | Assignme | Assumption Based
Entity er Bucket Bucket n Unit off nt Method Category On
Legal Entity | Custom | 6-6Days 3-3Days Percentage 10% Equal Cash Flow Cash
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Business Assumption Definition
Legal Custom From To Assumptio Run- | Assignme | Assumption Based
Entity er Bucket Bucket n Unit off nt Method Category On
1 er2 Movement : Flows
Run - off
Computation
Contractual ;
Contractual Revised Cash .
Cash Flow Revised Cash flow
To Bucket Cash Flow Run-off flow
(From -To Bucket
(To Bucket) - From Bucket
Bucket)
500 10500
Overnight 10000 (20000*10%)/4 (10000+500)
500 11500
1-1 Day 11000 (20000*10%)/4 18000 (11000+500)
20000
500 (20000-2000) 22500
2-2 Days 22000 (20000*10%)/4 (22000+500)
500 12500
3-3 Days 12000 (20000*10%)/4 (12000+500)

Table 45 Assumption Calculation - Original Balance/ Cash Flows(Run-off)

Assumption 2: Rollover

Business Assumption Definition

Legal | Customer From To Assumpt | Rollov | Assignme | Assumptio | Based
Entity Bucket Bucket ion Unit er nt Method | n Category | On
Customer 10%

Legal 0

g_ 1 7-7Days | percenta Cash Flow | Cash
Entity Selected

1 Customer | 6-6Days ge Movement : | Flows

2 8-8 Days 20% Rollover

Computation
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Contractual Contractual Cash . Revised Cash
To Revised Cash flow
Cash Flow Flow Rollover flow
Bucket - From Bucket
(From Bucket) (To Bucket) -To Bucket
1000
7 10000 7000 9000 1000
10000*10%
Days ( [ | ooco-1000 (7000+1000)
5-8 1000
Days (20000*20%
\ (18000 — 1000) (10500+1000)
Table 46 Assumption Calculation - Original Balance/ Cash Flows (Rollover)
2. Changing Balance/Cash Flows:
This takes into account the cascading effect of an assumption on cash flows and EOP balance at
a Run level parameter. Cascading effect refers to the scenario where the impact of the
assumption value is calculated based on changing balance across assumptions and “not within
an assumption”. However, cascading effect can be seen across assumptions at Run level taking
into consideration the impact of the previous assumption on the EOP balance or cash flows. In
this case, the cash flows or EOP balances are recalculated after each assumption and the
subsequent assumption values are calculated based on the updated cash flows or balances.
Example 1: In case of changing balance, when a Run is executed with two assumptions, the
assumption value is defined on the revised balance of the selected buckets.
Run 2: Changing Balance (Run-off and Cash Flow Delay)
Assumption 1: Run-off
Business Assumption Definition
Cust . )
Legal From To Assumpt , Run- | Assignme | Assumption Base
. ome . . Applied to
Entity Bucket Bucket ion Unit off | nt Method Category d On
r
Cust ) Cash Flow
Legal 3-3 Percenta | Changing Cash
) omer | 6-6 Days 10% Equal Movement :
Entity 2 Days Balance Flows
3 Run - off
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Computation

Contractual Contractual Cash : :
Revised Cash flow Revised Cash flow
To Bucket Cash Flow Flow Run-off
- From Bucket -To Bucket
(From Bucket) (To Bucket)
500 10500
Overnight 10000 (20000*10%)/4 (10000+500)
500 11500
1-1Days 11000 (20000*10%)/4 18000 (11000+500)
20000
500 (20000- 2000) 22500
2-2Days 22000 (20000*10%)/4 (22000+500)
500 12500
3-3Days 12000 (20000*10%)/4 (12000+500)
Table 47 Assumption Calculation - Changing Balance/Cash Flows (Run-off)
Assumption 2: Cash Flow Delay
Business Assumption Definition
Customer | From To Assumption Applied Assignment | Assumption Based On
Bucket | Bucket Unit to Method Category
Cash Flow
Customer 6-6 12-12 Changing Movement :
Percentage Selected Cash Flows
3 Days Days Balance Cash Flow
Delay
Computation
Contractual Cash | Contractual Revised Cash )
Delay + Revised Cash flow
Flow Cash Flow flow
Penalty -To Bucket
(From Bucket) (To Bucket) - From Bucket
16200 24890
18000 23000 10% + 5% (18000- {23000+ (18000*10%) +
10%*18000) (1800*5%)}

Table 48 Assumption Calculation- Cash Flow Delay
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In the above computation, when Run is executed with a nhew assumption category, assumption
value is applied on the changing balance.

6.5 Business Assumption Definition

The Business Assumption Definition window has the following sections for the purpose of defining
assumption parameters:

e Linked To

e Assumption Details

e Assumption Properties

¢ Dimension Selection

e Time Bucket Definition Selection

e Assumption Parameter Specification

6.5.1 Linked To

The details must be specified as follows:
o Folder: Select the Folder which is specific to the business assumption definition.

e Access Type: Choose the access type option, Read/Write or Read Only.

6.5.2 Assumption Details

The details for each business assumptions are entered here as follows:
e Assumption Name: Specify the Assumption Name.

e Assumption Description: Enter the assumption description.

6.5.3 Assumption Properties

Assumption properties are the basic parameters required for defining a business assumption. They
include:

e Assumption Category

e Assumption Sub-Category
e Based On

e Assumption Legs

e Assignment Method — Leg 1
e Assignment Method — Leg 2
e  Assumption Unit

e Assumption Currency

¢ Ratings Downgrade

e Transaction Legs

e Charge Penalty
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e Specify Collateral/Underlying
e Sale Specification By

6.5.3.1 Assumption Category

The application supports multiple types of business assumptions, each of which are classified into 4
broad categories based on the behavior exhibited by the individual business assumptions. These
categories are selected from a drop down list as follows:

e Cash Flow Movement
e Encumbrance

¢ Incremental Cash Flow
e Value Change

The other assumption properties required to be specified by a user as part of this section will depend on
the selection of the assumption category

6.5.3.2 Assumption Sub-category

The application supports multiple types of business assumptions, each of which are classified into sub-
categories based on the behavior exhibited by the individual business assumptions. These sub-
categories are selected from a drop down list as follows:

a) Cash Flow Movement
e Asset Sale
e Cash Flow Delay
e Cash Flow Movement
e Delinquency
e Prepayment
e Recovery
e Rollover
e Run-off
b) Incremental Cash Flow
e Drawdown
e Incremental Cash Flow
¢ New Business
¢ Ratings Downgrade
e Run-off
e Secured Funding/Financing
e Valuation Changes
¢) Encumbrance

e Encumbrance
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e Ratings Downgrade
e Valuation Changes
d) Value Change
e Available Stable Funding Factor
e Haircut

e Required Stable Funding Factor

6.5.3.3 Based On

This option determines the measure that the assumption values are applied to in order to obtain cash
flows. From the drop-down list, you are allowed to select the option on which different assumption values
are applied.

The table below helps to understand the set of parameters for each assumption sub-category and sub-
category.

Assumption Category Assumption Sub- Based On
Category
Cash Flow Movement Cash Flow Movement Cash Flows
EOP Balance
Fair Value

Fair Value of Collateral Posted
Fair Value of Collateral Received
High Run-off Category 1 Balance
High Run-off Category 2 Balance
High Run-off Category 3 Balance
Highly Stable Balance

Insured Balance

Less Stable Balance

Market Value

Market Value of Collateral Posted
Market Value of Collateral Received
Stable Balance

Uninsured Balance

Run-Off Cash Flows
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Assumption Category Assumption Sub- Based On
Category

EOP Balance

High Run-off Category 1 Balance
High Run-off Category 2 Balance
High Run-off Category 3 Balance
Highly Stable Balance

Insured Balance

Less Stable Balance

Stable Balance

Uninsured Balance

Prepayment Cash Flows
Cash Flow Delay Cash Flows
Delinquency Cash Flows
Recovery Cash Flows
Rollover a) Cash Flows

b) Fair Value of Collateral Posted
c) Fair Value of Collateral Received
d) Market Value of Collateral Posted

e) Market Value of Collateral Received

Asset Sale a) Cash Flows

b) EOP Balance

¢) High Run-off Category 1 Balance
d) High Run-off Category 2 Balance
e) High Run-off Category 3 Balance
f)  Highly Stable Balance

g) Insured Balance

h) Less Stable Balance

Oracle Financial Software Services Confidential-Restricted 102



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

Assumption Category Assumption Sub- Based On
Category

i)  Stable Balance

i) Uninsured Balance

Encumbrance Encumbrance a) Downgrade Impact Value

b) Fair Value

c) Fair Value of Collateral

d) Fair Value of Collateral Posted
e) Fair Value of Collateral Received
f)  Fair Value of Excess Collateral
g) Fair Value of Required Collateral

h) Largest 30 Day Cumulative
Collateral Amount

i)  Market Value

j)  Market Value of Collateral Posted
k) Market Value of Collateral Received
) Market Value of Excess Collateral

m) Market Value of Required Collateral

Ratings Download Downgrade Impact Value

Valuation Changes a) Fair Value

b) Fair Value of Collateral

c) Fair Value of Collateral Posted
d) Fair Value of Collateral Received
e) Fair Value of Excess Collateral

f)  Fair Value of Required Collateral

g) Largest 30 Day Cumulative
Collateral Amount

h) Market Value
i)  Market Value of Collateral Posted

i) Market Value of Collateral Received
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Assumption Category Assumption Sub- Based On
Category

k) Market Value of Excess Collateral

)  Market Value of Required Collateral

Incremental Cash Flow Incremental Cash Flow a) Available Undrawn Amount

b) Cash Flows

c) Downgrade Impact Value

d) EOP Balance

e) Fair Value

f)  Fair Value of Collateral Posted
g) Fair Value of Collateral Received
h) Fair Value of Excess Collateral

i)  Fair Value of Required Collateral
i)  General Ledger Balance

k) High Run-off Category 1 Balance
1) High Run-off Category 2 Balance
m) High Run-off Category 3 Balance
n) Highly Stable Balance

o) Highly Stable Balance Withdrawal
Nonpenality

p) Insured Balance

gq) Largest 30 Day Cumulative
Collateral Amount

r) Less Stable Balance

s) Market Value

t) Market Value of Collateral Posted
u) Market Value of Collateral Received
v) Market Value of Excess Collateral
w) Market Value of Required Collateral

x) Non Contractual Obligation Amount
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Assumption Category Assumption Sub- Based On
Category

y) Non Operational Balance
z) Stable Balance

aa) Stable Balance Withdrawal
Nonpenality

bb) Undrawn Balance

cc) Uninsured Balance

Run-Off a) EOP Balance

b) General Ledger Balance

¢) High Run-off Category 1 Balance
d) High Run-off Category 2 Balance
e) High Run-off Category 3 Balance
f)  Highly Stable Balance

g) Highly Stable Balance Withdrawal
Nonpenality

h) Insured Balance

i) Less Stable Balance

j)  Non Operational Balance
k) Stable Balance

)  Stable Balance Withdrawal
Nonpenality

m) Uninsured Balance

Drawdown a) Available Undrawn Amount
b) Non Contractual Obligation Amount

¢) Undrawn Balance

New Business a) Cash Flows
b) EOP Balance
¢) High Run-off Category 1 Balance

d) High Run-off Category 2 Balance
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Assumption Category

Assumption Sub-
Category

Based On

e)
f)
9)
h)
D)
)

High Run-off Category 3 Balance
Highly Stable Balance

Insured Balance

Less Stable Balance

Stable Balance

Uninsured Balance

Ratings Downgrade

Downgrade Impact Value

Secured Funding / Cash Flows
Financing EOP Balance
Valuation Changes a) Fair Value
b) Fair Value of Collateral
c) Fair Value of Collateral Posted
d) Fair Value of Collateral Received
e) Fair Value of Excess Collateral
f)  Fair Value of Required Collateral
g) Largest 30 Day Cumulative
Collateral Amount
h) Market Value
i)  Market Value of Collateral Posted
i) Market Value of Collateral Received
k) Market Value of Excess Collateral
)  Market Value of Required Collateral
Value Change Available Stable Funding a) Cash Flows
Factor b) EOP Balance
Haircut a) Fair Value
b) Market Value
Required Stable Funding a) Cash Flows
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Assumption Category Assumption Sub- Based On
Category

Factor b) EOP Balance

Table 49 Based On

6.5.3.4 Assumption Legs

This option determines if only the off-set leg or both the primary and the off-set legs are required for the
purpose of specifying the business assumption value as part of the assumption specification section. This
is based on the type of business assumption being specified. For instance, in case of rollover,
prepayments, Run-offs etc. assumption values are applied only to the off-set leg as the primary leg of the
transaction has already occurred in the past. However, in case of a new business assumption, such as
deposit growth, both the primary leg (amount deposited) and the off-set leg (repayment of amount
deposited) are required as both legs occur in the future. This selection is determined by the assumption
sub category selected. In case of sub categories where only one option is applicable, the selection has
been defaulted in an un-editable mode. In cases where both values are applicable, this can be selected.

One of the following options is selected:

e One: In case, One is selected as assumption leg, then only column appears for entering the off-
set assumption value.

e Two: In case, Two is selected as the assumption leg, then two columns appear for entering

primary assumption value and secondary or off-set value.

6.5.3.5 Assignment Method —Leg 1

This option determines how the primary assumption value is allocated to time buckets. There are specific
methods in which the assumption value can be distributed across buckets. Assignment methods
determine the manner in which the primary assumption values are assigned to multiple buckets in order
to determine the cash flows. Leg 1 is applicable when only one leg of the transaction is affected i.e. when
the assumption legs field value is selected as One.

The options are as follows:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal

e Proportionate
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1. Selected Time Bucket

The time buckets used for computation are as follows:

This method assigns the cash flows only to the time buckets against which the
assumption value is specified. If the assumption is not specified on Level 0 buckets, then
the assignment to the more granular buckets is done proportionately to the bucket size.

The formula is as follows:

Cash FloWsgiected CoshFlow Boced s = LCash Flow X Asswmption % Jor Amount

N_BUCKET_NO

V_BUCKET_NAME

V_BUCKET_NAME_CATEGORY

1 Overnight Overnight
2 1-10Days 1-15Days
3 11-15Days 1-15Days
4 16-20Days 16-30Days
5 21-25Days 16-30Days
6 26-30Days 16-30Days

The example below illustrates allocation of cash flows when the assumption value is specified for a Level

0 bucket.
i Assumption i Assignment
Assumption Category ) Applied to Based On
Unit Method
Cash Flow Movement- Run- Original
Percentage Selected Cash Flow
off Balance
Business Assumption Computation
Product | Customer From To Run-off Contractual | Contractual Run- | Revised Cash | Revised Cash
Bucket Bucket % Cash Flow Cash Flow off flow flow

(From (To Bucket) - From Bucket -To Bucket
Bucket)
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3000 20000
Customer 10- 33000
5-5Days 10% 30000 23000 (30000 (23000--
1 10Days (30000+ 3000)
* 10%) 3000)

Table 50 Assignment Method Leg 1 - Selected Time Bucket Example 1

However, this allocation differs for Levels other than Level 0 buckets as lllustrated in the following example.

The example below illustrates, the selected Cash Flow assignment method on Level 1 buckets.

Business Assumption Computation
Custom From To Run-off Contractual To Contractual Revised Revised Cash
er Bucket Bucket % Cash Flow Bucket Cash Flow Run-off Cash flow flow
(From Bucket) (To Bucket) - From -To Bucket
Bucket
24333.33
1-10Days 21000 {21000+(5000*1
Custom 16- 50000 5000 45000 0/15)}
erl 1-15Days 10% (50000%10 (50000-
30Days . 16666.67
11- %) 5000)
15000 " *
15Days {15000+(5000*5
/15)}

Table 51 Assignment Method Leg 1 - Selected Time Bucket Example 2

Increasing assignment:

The cash flows are assigned to each bucket up to the selected bucket in increasing order based
on ranks assigned to cash flows. Assignments are made in increasing order to the selected level
and further assignment is done until the most granular level.

The formulae under different conditions are as follows:

1) When, Cash Flow Based Assumptions, Assumption Unit = Percentage

Buchet Ronk ‘]

Cash mefnfremgfng_ﬂfﬁ'ﬂsed%‘h = {Cash FIEW-H ® ﬂsmmptiﬂn u,f"u-_:l # (mk

2) When, Assumption Unit = Value

Bucket Rank

Cash me.fnrremfﬂﬂ.i = Assumption Value x (m]

The example below illustrates, Increasing Cash Flow assignment method based on Cash
Flow.
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) . ) ) Assignment
Assumption Category Assumption Unit Applied to Based On
Method
Cash Flow Movement- o )
Percentage Original Balance Increasing Cash Flow
Run-off
Business Assumption Computation
Prod | Cust To Run- | To Bucket | Bucket | Contractual | Contractual Run- Revised Revised
uct omer | Bucket | Bucket | off % Rank Cash Flow Cash Flow off Cash flow | Cash flow
(From (To Bucket) | (Value) - From -To
Bucket) Bucket Bucket
300 20300
=(30000 =
*10%)*1 (20000+3
Overnight 1 20000 /10 00)
600 21600
=(30000 ==
*10%)*2 (21000+6
1-1Days 2 21000 /10 27000 00)
Asset | Custo
3-3Days | 10% 30000 =(30000-
S mer 1 | 10Days
900 3000) 19900
=(30000 =
*10%)*3 (19000+9
2-2Days 3 19000 /10 00)
1200 28200
=(30000 =
*10%)*4 (27000+1
3-3Days 4 27000 /10 200)

Table 52 Assignment Method Leg 1 - Increasing assignment Example 1

1) When, EOP Balance Based Assumptions, Assumption Unit = Percentage

Cash FloWp,qepcing Balance Baseds: = (EOP Balance x Assumption %) x (

Bucket Rank ]
¥ Bucket Rank/

The example below illustrates, Increasing Cash Flow assignment method based on EOP
Balance. Here, EOP Balance (Time Deposits) is assumed as 300000.

Assumption Category

Assumption Unit

Applied to

Assignment Method

Based On

Incremental Cash Flow :

Run-

Percentage

Original

Increasing

EOP
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Assumption Category

Assumption Unit

Applied to

Assignment Method

Based On

off

Balance

Balance

Business Assumption

Computation

. . Contractual Cash Revised Cash
Produ | Cust | Primary | Run-off [ Bucket Primary
Outflow Run-off Outflow
ct omer | Bucket (%) Rank Bucket )
(Primary Bucket) (Primary Bucket)
30000
Time 1 Overnight 20000 10000
Custo 1-1 10 20000+ 10000
Depos (300000*10%)*1/3
. mer 1 Days
its 20000 50000
2 1-1 Days 30000
(300000*10%)*2/3 30000 + 20000

Table 53 Assignment Method Leg 1 - Increasing assignment Example 2

3. Decreasing Assighment

The Cash flows are assigned to each bucket up to the selected bucket in decreasing order based
on ranks assigned to cash flows. Assignments are made in decreasing order to selected level and
further assignment is done until the most granular level.

The formulae under different conditions are as follows:

1) When, Cash Flow Based Assumptions, Assumption Unit = Percentage

Cash Flowpecreacing, cF Based s = (Cash Flow, x Assumption %) x (

Bucket Rank
¥ Buchet Rank)

2) When, Assumption Unit = Value

Cash Flowp.cregrings = Assumption Value x (

Bucket Rank ]
Y Bucket Rank.

The example below illustrates, Decreasing Cash Flow assignment method based on

Cash Flow.
. . ) ) Assignment
Assumption Category Assumption Unit Applied to Based On
Method
Cash Flow Movement - Run-off Percentage Original Balance Decreasing Cash Flow
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Business Assumption

Computation

i Revised
Contractual Revised
Contractual Cash
Produ Cust From To Run- To Bucket Cash Flow Run- | Cash flow
Cash Flow flow
ct omer | Bucket Bucket off % Bucket Rank (From off - From
(To Bucket) -To
Bucket) Bucket
Bucket
1200
(3000 21200
0*10
%)*4/ (20000+
Overnight 4 20000 10 1200)
900
(3000 21900
0*10
%)*3/ (21000+
Cust | 0. 1-1Days 3 21000 10 27000 900)
Assets | omer 3-3Days 10% 30000 (30000-
10Days 600
1 3000)
(3000
0*10 19600
%)*2/ (19000+
2-2Days 2 19000 10 600)
300
(3000 30000
0*10
%)*1/ (27000+
3-3Days 1 27000 10 300)
Table 54 Assignment Method Leg 1 - Decreasing Assignment Example 1
1) When, EOP Balance Based Assumptions, Assumption Unit = Percentage
i . Bucket Rank
Cash FIBwﬂE‘I‘]"EIE[‘I’IH_EEEEﬂEEEESEIi W= [Eﬂp Balance Asmm’ptlﬂﬂ Do) = (mj
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The example below illustrates, Decreasing Cash Flow assignment method based on EOP
Balance. Here, EOP Balance (Time Deposits) is assumed as 300000.

Based
Assumption Category Assumption Unit Applied to Assignment Method o
n
Incremental Cash Flow : Run- Original ) EOP
Percentage Decreasing
off Balance Balance
Business Assumption Computation
Contractual Cash Revised Cash
Produ Primary | Run-off Bucket Primary Outflow
Customer Outflow Run-off )
ct Bucket (%) Rank Bucket (Primary
(Primary Bucket) Bucket)
40000
2 Overnight 20000 20000
. (300000*10%)* | 20000+ 20000
Time 11 10 2/3
Depos | Customer 1
. Days
Its 10000
40000
1 1-1 Days 30000 (300000*10%)*
30000 +
1/3
10000

The formulae under different conditions are as follows:

Table 55 Assignment Method Leg 1 - Decreasing Assighment Example 2
4. Equal Assignment

The Cash flows are to be assigned equally up to the selected bucket. Assignments are made
equally to the selected level and further assignment is done until the most granular level.

1) When, Cash Flow Based Assumptions, Assumption Unit = Percentage

Cash Flowggua) (FBased s =

Cash Flow, x Asswmption %

Number of Level X Buchets

2) When, Assumption Unit = Value

Cash Flowgg,q) (FBaeds =

Assumption Value

Number of Level X Buckets

The example below illustrates, Equal Cash Flow assignment method based on Cash Flow. Here, Level X
buckets are assumed as Higher granular bucket.

Oracle Financial Software Services Confidential-Restricted

113




User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

; Assumption : .
Assumption Category U Applied to Assignment Method | Based On
ni
Cash Flow Movement- Run- Percentage Original Equal Cash Flow
off Balance
Business Assumption Computation
Contractual S
Run- Contractual Cash Revised
Produ | Custo From To Cash Flow
off To Bucket Cash Flow Run-off flow Cash flow
ct mer Bucket Bucket (From
% (To Bucket) - From -To Bucket
Bucket) Bucket
500
(30000*1 20500
Overnight 20000 0%)/6 (20000+500)
500
(30000*1 21500
1-1Days 21000 0%)/6 (21000+500)
500
(30000*1 19500
Custo 55 2-2Days 19000 0%)y6 | 27000 | (19000+500)
Assets 10-10Days 10% 30000 =(30000-
mer 1 Days 500
3000)
(30000*1 27500
3-3Days 27000 0%)/6 (27000+500)
500
(30000*1 13500
4-4Days 13000 0%)/6 (13000+500)
500
(30000*1 11500
5-5Days 11000 0%)/6 (11000+500)
Table 56 Assignment Method Leg 1 - Equal Assignment Example 1
1) When, EOP Balance Based Assumptions, Assumption Unit = Percentage
) __ EOFBalancexdssumption 3
Cash FIHEEWEE-EBE“""EE'““-?: T Number of Level x Buckets
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The example below illustrates, Equal Cash Flow assignment method based on EOP
Balance. Here, EOP Balance (Time Deposits) is assumed as 500000.

) Assumption . .
Assumption Category U Applied to Assignment Method Based On
ni
Incremental Cash Flow : Run- | Percentage Original Balance Equal EOP Balance
off
Business Assumption Computation
Contractual Cash
Primary Run-off Primary Revised Cash Outflow
Product | Customer Outflow Run-off .
Bucket (%) Bucket (Primary Bucket)
(Primary Bucket)
45000
Overnight 20000
20000+(50000/2)
Time Customer 1-1 10 50000
Deposits 1 Days (500000*10%)
1-1 Days 30000 55000
30000 + (50000/2)

Table 57 Assignment Method Leg 1 - Equal Assignment Example 2

5. Proportionate Assignment

The Cash flows are assigned to each bucket up to the selected bucket in proportion to the bucket
size. Assignments are made proportionately to the selected level and further assignment is done
until the most granular level.

The formulae under different conditions are as follows.
1) When, Cash Flow Based Assumptions, Assumption Unit = Percentage

- - r
Cash FIEWFFETE‘TTM‘HEIE_EFEESEH?: = [C ash FIEWH H ﬂsmmptwﬂ 0a) T

2) When, Assumption Unit = Value

Cash FLowpegparionare s = Assumption Value x%

The example below illustrates, Proportionate Cash Flow assignment method based on Cash Flow.

Here,

t = Number of days in the given Level x bucket
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T= Total number of days up to the selected bucket

; . . ; Assignment
Assumption Category Assumption Unit Applied to Based On
Method
Cash Flow Movement- Run-off Percentage Original Balance Proportionate Cash Flow

The time buckets which are considered for the computation are as follows:

N_BUCKET_NO | V_BUCKET_NAME
1 Overnight
2 1-10Days
3 11-15Days
4 16-20Days
5 21-25Days
6 26-30Days
Business Assumption Computation
Produ | Cust | From To Run- To Contractual Contractual Revised Cash Revised
ct omer | Buck Bucke | off % | Bucket Cash Flow Cash Flow 5 ¢t flow Cash flow
un-o
et t (From (To Bucket) - From Bucket -To Bucket
Bucket)
0
Overnig (30000*10% 20000
ht 20000 )*0/15
26- 11- 2000 23000
Asset | Custo 27000
30Da | 15Day 10% 1- 30000 (30000*10% (21000+2000
s mer 1 =(30000- 3000)
ys s 10Days 21000 )*10/15 )
1000 20000
11- (30000*10% (19000+1000
15Days 19000 )*5/15 )

Table 58 Assignment Method Leg 1 - Proportionate Assignment Example 1
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3) When, EOP Balance Based Assumptions, Assumption Unit = Percentage

Cash Flowpygportionate Balance Baseds = (EOP Balance x Assumption %) x

t
T

The example below illustrates, Proportionate Cash Flow assignment method based on

EOP Balance. Here, EOP Balance (Time Deposits) is assumed as 300000.

Assumption Category Assumption Unit Applied to Assignment Method Based On
Original ) EOP
Incremental Cash Flow :Run-off Percentage Proportionate
Balance Balance
Business Assumption Computation
_ _ Contractual Cash Revised Cash
Primary | Run-off | Bucket Primary
Product | Customer Outflow Run-off Outflow
Bucket (%) Rank Bucket i
(Primary Bucket) (Primary Bucket)
Overnig 0
1 20000 20000
_ 10 ht (300000*10
Time Customer 1- %)*0/10
Deposits 1 10Days
30000
1- 60000
2 30000 (300000*10
10Days (30000 + 30000)
%)*10/10

Table 59 Assignment Method Leg 1 - Proportionate Assignment Example 2

6.5.3.6 Assignment Method —Leg 2

This option determines how the secondary assumption value is allocated to time buckets. Secondary
assumption value refers to the off-set value which can be selected in addition to the primary assumption
value. Assignment methods determine the manner in which the primary assumption values are assigned
to multiple buckets in order to determine the cash flows. Leg 2 is applicable when only two legs of the
transaction are affected i.e. when the assumption legs field value is selected as Two. Secondary
assumption value is the off-set value specified by the you in addition to the primary assumption value,
and is applicable only when assumption leg is selected as Two. This is applicable only when assumption

legs are selected as Two.
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The options are as follows:
1. Selected Time Bucket
2. Increasing
3. Decreasing
4. Equal
5. Proportionate
The detailed calculations pertaining to each assignment method are explained in section Assignment
Method — Leg 1.

6.5.3.7 Assumption Unit

This option helps to identify the unit based on which the assumption is defined. The options which can be
selected from the drop-down list are as follows:

e Amount
e Percentage
e Units
Note: Units are only applicable on selection of the sub category Asset Sale as part of the Cash Flow

Movement assumption category).

6.5.3.8 Assumption Currency

This option is applicable only when the assumption unit is selected as Amount. In case, the assumption
unit is selected as Amount then following options are displayed:

e Natural Currency
e Currency Selection
Note: In case you select Natural Currency then the currency must be selected as part of dimension

selection.

6.5.3.9 Ratings Downgrade

Ratings downgrade caters to the downgrade of a legal entity’s rating. This option identifies the downgrade
level for the purpose of triggering the need for additional collateral. This parameter identifies the
downgrade specified for a legal entity.

This downgrade can either be specified as:
e Rating Based or,
o Notches Based

Note: This is applicable only on selection of the sub category Encumbrance and Ratings Downgrade as
part of the assumption categories Incremental Cash Flow or Encumbrance.
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6.5.3.10 Transaction Legs

This option determines if one or two off-set legs are required for the purpose of specifying the business
assumption value as part of the assumption specification section. This is based on the product type. For
instance, in case of loans, deposits etc. there is only one primary leg and one off-set leg whereas in case
of swaps there are two primary and two off-set legs for the same transaction.

One of the following options is selected:

e One: In case option One is selected, only one column for the specification of each assumption leg
is displayed as part of the assumption specification table that is, one column each for primary and
off-set assumption value specification.

e Two: In case option Two is selected, two columns are displayed for specifying each assumption

leg that is two columns each for primary and off-set assumption value specification.

6.5.3.11 Charge Penalty

The Charge Penalty options are as follows:

e Yes: In case you select Yes, an additional column in the assumption value grid is added to
specify penalty.

¢ No: If No is selected, no Penalty is required.

Note: This option is enabled only for the following assumption sub-categories under Cash Flow
Movement category:

e Cash Flow Movement
e Prepayment

e Cash Flow Delay

6.5.3.12 Specify Collateral/Underlying

This option determines if existing unencumbered assets are required to be posted as collateral or
underlying in the case of secured funding and repo transactions. The options are as follows:

e Yes: If Yes is selected, existing assets can be posted as collateral for each row in the assumption
specification table.

e No: If No is selected, no collateral is required.

6.5.3.13 Sale Specification By

When the assumption category is selected as Cash Flow Movement and the sub category is selected as
Asset Sale, Sale Specification By field is allowed for selection. The two ways to specify a sale are as
follows:
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Individual Assets - You can specify a sale by selecting the assets individually. In the dimension
browser you have only Asset browser. Here, you much select each individual asset which you
need to sell.

Dimensions — You can select the relevant dimensions such as Product ,Currency and Rating.
You are allowed to select individual members within this and all assets which have asset
dimensional attributes that are selected are sold. All individual assets that have the attributes of
the selected dimensions and dimension members are sold.

6.5.4 Dimension Selection

The two steps to select Dimensions are as follows:

Dimension Selection: One or multiple dimensions can be selected from a list of dimensions
displayed in the dimension browser. The selected dimensions are displayed in the dimension
selection section and as columns in the assumption specification table. You are allowed to drag
and drop the dimensions which are displayed as part of the dimension selection section for
sequencing the dimensions. In case the sequence of dimensions is changed, the respective
columns in the assumption specification table get re-arranged.

In case new dimensions are added to an existing definition, the assumption specification table is
re-formed and all assumption values are re-set.

Dimension Member Selection: One or multiple members can be selected for each selected
dimension. These are displayed as row items in the assumption specification table. In case you
change any dimension member or add any new dimension to the existing definition the grid will
be reset.

For explanation on how to add dimensions which are displayed in the BAU window under the Dimension
browser, refer section Aggregation Dimension Selection.

For more details on list dimensions, refer section Annexure A: LRM Data Flow and Dimensions.

6.5.5 Time Bucket Definition Selection

The three steps to select Time Buckets are as follows:

Time Bucket Definition Selection: One time bucket definition can be selected from a list of
definitions displayed in the time bucket definition browser. Here it is a single selection. Only one
time bucket can be selected. The values which are defined in the Time Bucket definition window
are displayed here. For more information refer Time Buckets section. On selection of the time
bucket definition, it is displayed in the time bucket definition selection against both <Time Bucket
1> Selection and <Time Bucket 2> Selection.

<Time Bucket 1> Selection: One or multiple time buckets from the given time bucket definition
can be selected as part of <Time Bucket 1> Selection. The selected time buckets are displayed
as row items in the assumption specification table. The name of this parameter changes
depending upon on the assumption category selected as per the mapping provided below:
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Note:

Assumption Category

<Time Bucket 1> Selection

Cash Flow Movement

From Bucket Selection

Incremental Cash Flows

Primary Bucket Selection

Encumbrance

From Bucket Selection

Value Change

Not Applicable

Table 60 Time Bucket 1 Selection

Assumption Category

<Time Bucket 2> Selection

Cash Flow Movement

To Bucket Selection

Incremental Cash Flows

Off-set Bucket Selection

Encumbrance

To Bucket Selection

Value Change

Not Applicable

Table 61 Time Bucket 2 Selection

6.5.6 Assumption Specification

The assumption specification table is generated after all the assumption properties, dimensions and time
buckets are selected. This displays the dimensions selected as column values and the dimension
members as row values. Additionally, it displays one or two time bucket columns based on the
assumption properties selected. The names of these columns change based on the assumption category

selected as follows:

Assumption Category

<Time Bucket 1>

<Time Bucket 2>

Cash Flow Movement

From Bucket

To Bucket

Incremental Cash Flows

Primary Bucket

Off-set Bucket

Encumbrance

From Bucket

To Bucket

Asset Value Change

Not Applicable

Not Applicable

<Time Bucket 2> Selection: One or multiple time buckets defined as part of the selected time
bucket definition can be selected as part of <Time Bucket 2> Selection. The time buckets
selected are displayed as drop-down values in the <Time Bucket 2> column in each row of the
assumption specification table. The name of this parameter changes depending upon the
assumption category selected as per the mapping provided below:

Time Bucket Selection is not applicable when the assumption category is selected as value
change.

The values which are defined in the Time Bucket definition window are displayed as part of Time
Bucket Definition Selection section in the Business Assumptions Definitions window.
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Table 62 Assumption Specification

6.6 Understanding Business Assumption Summary

Note: Time bucket definitions have to be created before defining a new business assumption. Refer
section Time Buckets for more information.

To open the Business Assumptions Summary window, in Financial Services Analytical Applications
Infrastructure window choose, Risk Applications > Liquidity Risk Management > Business
Assumptions on the Left-Hand Side (LHS) menu.

ial Services Liquidity Risk Management

ORACLE

# Liquidity Risk Management
+ [ Holiday Calendar Business Assumption Summary @

Home wout

i [P Application Preferences

H # Search 7=
.2 Time Bucket
! oo S Folder LRMSEGNENT ~ Assumption Name
% Run Management Assumption Category - Time Bucket Defintion
{31 Counter Balancing Strategy Status - Active -
~ Business Assumption Summary | = 1-201116 Jump to page
[]| Assumption Name Assumption Category | Time Bucket Definition | Version No. | Last Modified By | Last Modified Date 4 | Approved By | Approved Date | Folder | Active | Status.

[F] stable Retail Deposits - Run-off Incremental Cash Flow  LRM Time Bucket- 4G 3 SYSADMN 472014 16:19:15 SYSADMN  7H8/2014 00:00:00 LRMSEG Yes  Approved
[ Stable Retail Deposits - Run-off Incremental Cash Flow LRM Time Bucket - 0 41 SYSADMN LRMSEG Mo Approved
[T Other Retail Deposits - Run-off Incremental Cash Flow  LRM Time Bucket - 4G 2 :00:00 LRMSEG Yes  Approved
[T Other Retail Deposits - Run-off Incremental Cash Flow  LRM Time Bucket - 4G 0 2014 00:00:00 LRMSEG Mo Approved
[F] Other Unsecured Retai Funding - Run-off Incremental Cash Flow  LRM Time Bucket - 4G 2 2014 00:00:00 LRMSEG Yes  Approved
[C] Other Unsecured Retail Funding - Run-off Incremental Cash Flow  LRM Time Bucket- 4G 0 2014 00:00:00 LRMSEG No Approved
[C] Derivative Collateral Change Incremental Cash Flow LRM Time Bucket - 0 LRMSEG Mo Approved
[F] Derivative Collateral Change Incremental Cash Flow LRI Time Buckst - 4G 1 SYSADMN LRMSEG Yes  Approved

Figure 15 Business Assumption Summary window

The Business Assumption Summary window displays the following fields. The definitions based on the
search criteria are listed under List of Business Assumptions.

This is the search section which contains multiple parameters. You can specify one or multiple search
criteria in this section. When you click the search icon, depending up on the search criteria, this filters and
displays the relevant search combination parameters under the Business Assumption Summary as a list.

Search

Field\lcon Description

This icon allows you to search the Assumption on the basis of the
search criteria specified. Search criteria include a combination of Folder,
search B Assumption Name, Assumption Category, Time Bucket Definition,
Status, and Active Status. The business assumptions displayed in the
List of Business Assumptions table are filtered based on the search

criteria specified on clicking of this icon.

This icon allows you to reset the search section to its default state that

R is, without any selections. Resetting the search section displays all the
eset

existing business assumption definitions in the List of Business

Assumptions table.

This field allows you to search for the pre-defined business assumption
Folder definitions on the basis of the selected folder. This field displays a list of

folders that you have access to as a drop-down. Selection of a folder
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Search

Field\lcon

Description

from the drop down list displays only those business assumptions that
have been defined within the selected folder/segment in the List of
Business Assumption table.

Assumption Name

This field allows you to search the pre-defined business assumption
definitions on the basis of the assumption name. Enter the assumption
name.

Assumption
Category

This field allows you to search the pre-defined business assumption
definitions on the basis of the assumption category. This field displays a
list of categories that you have access to as a drop-down. Selection of a
assumption category from the drop down list displays only those
business assumptions that have been defined within the selected

assumption category in the List of Business Assumption table.

Time Bucket

Definition

This field allows you to search the pre-defined business assumption
definitions on the basis of the Time Bucket Definition. Enter time bucket
definition which was defined in the time bucket definition window.

Status

This field allows you to search the pre-defined business assumption
definitions on the basis of approval status. This field displays a list of
statuses that you have access to as a drop-down that is, Approved,
Draft, In Review, Open, Pending Approval or Retired. Click the drop-
down list to select Approved or Rejected status. Selection of a status
from the drop-down list displays only those business assumptions that
have been defined within the selected status in the List of Business
Assumption table.

Active

This field allows you to search the pre-defined business assumption
definitions on the basis of active status. This field displays a status that
you have access to as a drop-down that is, Yes or No. Selection of a
status  from the drop-down list displays only those business
assumptions that have been defined within the selected status in the

List of Business Assumption table.

Table 63 Business Assumptions - Search

List of Business Assumptions

Icon Name

Icon Description

Add

This icon allows you to define a new assumption.

View

This icon allows you to view the selected assumption.

Edit

This icon allows you to edit the selected assumption.

Delete

= | | | B

This icon allows you to delete the selected assumption.

Copy

T
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List of Business Assumptions

Icon Name Icon Description
definition.
Make Active Te This icon allows activating the selected version of the assumption.
) The active version of the assumption is considered for Run definition.
Workflow E The icon displays the approval summary for the definition.
Summary

Table 64 Business Assumptions Summary

6.7 Defining a New Business Assumption

Business Assumption Definition window allows you to define a new assumption definition in the LRM

Application.

& Linked T

t Avawmplion Pais

Business Assumption Definition

Figure 16 Business Assumption Definition window

To create a new business assumption, perform the following steps:

1. Click icon on the Business Assumption Summary window.

The Business Assumption Definition window is displayed where you can define new business
assumption definition.

2. InLinked To section,
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a) Select the Folder from the drop-down list, which is specific to the business assumption
definition.

b) Selectthe Access Type. It either is Read/Write or Read Only option.
3. In Assumption Detail section,

a) Enter the Assumption Name which is unique across infodoms. This field allows special
characters.

b) Enter the Assumption Description. This field allows special characters.
Note:

e Both the Assumption Name and Assumption Description fields allow special
characters.

e Version Number for the assumption is generated automatically.
4. In Assumption Properties section,

a) Selectthe Assumption Category from the drop-down list. The drop-down list displays
the following:

e Cash Flow Movement
e Incremental Cash Flow
e Encumbrance

e Value Change

b) Each assumption category has a sub-category associated with it, which has to be
selected from the Assumption Sub-Category drop-down list. Detailed description on the
assumption categories and sub-categories are provided as part of Selecting Assumption
Category section.

c) Choose the measure to which the assumption parameter values are applied in order to
calculate the cash flows from the Based On drop-down list. Refer to section Based On
for a detailed list.

d) Select the number of Assumption Legs for which the assumption parameter values are
to be specified as either One or Two. Refer to section Assumption Legs for more details
on assumption legs.

e) Selectthe Assignment Method — Leg 1 from the drop-down list, that is Selected Time
Bucket, Increasing, Decreasing, Equal or Proportionate. The specific methods in which
the assumption value can be assigned across multiple buckets are detailed as part of
section Assignment Method — Leg 1.

f) Select the Assignment Method — Leg 2 from the drop-down list. That is, Selected Time
Bucket, Increasing, Decreasing, Equal or Proportionate. The specific methods in which
the assumption value can be assigned across multiple buckets are detailed as part of
section Assignment Method — Leg 2.

g) Selectthe Assumption Unit from the drop-down list as one of the following options:
Amount, Percentage or Unit. Unit is applicable when Sale is specified. This parameter is
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the unit based on which the assumption values are specified. For more information refer
section Assumption Unit.

h) Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. For more information refer section Assumption Currency.

You can either select the option as Natural Currency or choose any other currency from
the drop-down list which is required as part of the definition.

i) Selectthe Rating Downgrade option. That is, Notch Based or Ratings Based. These are
enabled when the assumption sub category is selected as Ratings Downgrade. For more
information refer section Ratings Downgrade.

i) Choose the Transaction Leg option that is, One or Two. One of the following options is
selected. For more information refer section Transaction Legs.

k) Choose the Charge Penalty option that is, Yes or No. In case you select Yes, an
additional column in the assumption value grid is added to specify penalty. This option is
enabled only for specific assumptions. For more information refer section Charge
Penalty.

[) Choose Specify Collateral/Underlying option as either Yes or No. This parameter
determines if existing unencumbered assets are required to be posted as collateral or
underlying that is, in case of secured funding and repo transactions. For more information
refer section Specify Collateral/Underlying.

m) When the assumption category is selected as Cash Flow Movement and the sub
category is selected as Asset Sale, Sale Specification By field is allowed for selection.
Choose either Individual Assets or Dimensions to specify a sale. For more information
refer section Sale Specification By.

5. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.
f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy
browser. Double-click or click L= to move to the Selected Members section.
g) Click OK.
Note:

¢ Inthe dimension panel, you can add a maximum of seven dimensions.
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e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

6. In Time Bucket Definition Selection, perform the following steps:
a) Click 53 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.
b) Select time bucket definitions from a list of definitions displayed in the time bucket

definition browser. Here it is a single selection. Only one time bucket can be selected.
The values which are defined in the Time Bucket definition window are displayed here.

c) Double-click or click L= icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against both <Time Bucket 1> Selection, and <Time Bucket 2> Selection.

e) For <Time Bucket 1> Selection, click = TmeBueteibsinion  joon
One or multiple time buckets from the given time bucket definition can be selected as part
of <Time Bucket 1> Selection. The selected time buckets are displayed as row items in

the assumption specification table. The name of this parameter changes depending upon
on the assumption category selected as per the mapping provided below:

Assumption Category <Time Bucket 1> Selection
Cash Flow Movement From Bucket Selection
Incremental Cash Flows Primary Bucket Selection
Encumbrance From Bucket Selection
Value Change Not Applicable

f) For <Time Bucket 2> Selection, click & Tmebwelbiion:  joon

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of <Time Bucket 2> Selection. The time buckets selected are displayed
as drop-down values in the <Time Bucket 2> column in each row of the assumption
specification table. The name of this parameter changes depending upon the assumption
category selected as per the mapping provided below:

Assumption Category <Time Bucket 2> Selection
Cash Flow Movement To Bucket Selection
Incremental Cash Flows Off-set Bucket Selection
Encumbrance To Bucket Selection

Value Change Not Applicable

7. After the assumption parameters are selected,

a) Click | &2 !icon on the Business Assumption Definition window.
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The Assumption Specification table is generated. This displays the dimensions
selected as column values and the dimension members as row values. Additionally, it
displays one or two time bucket columns. The names of these columns change based on
the assumption category selected as follows:

Assumption Category <Time Bucket 1> <Time Bucket 1>
Cash Flow Movement From Bucket To Bucket
Incremental Primary Bucket Off-set Bucket
Cash Flows

Encumbrance From Bucket To Bucket

Value Change Not Applicable Not Applicable

b)

c)

d)

f)
)

You are allowed to sort and filter on each dimension column.

The dimensions columns are re-arranged based on drag and drop enabled in the
Dimension Selection section.

To delete a table row in assumption specification, select a row and then click L icon.

To add a sub row to each row, for instance to specify multiple <Time Bucket 2>, select a
row and then click icon.

To delete sub rows, right-click on the sub row to delete.

To enable Collateral Posting, select a row and then click icon. The Asset Browser
window with only unencumbered assets is displayed.

Note: This icon is enabled only when the Post Collateral parameter is selected as Yes.

The assets that are unencumbered during the selected period are displayed even if they
are encumbered currently. These are allowed to be posted as collateral for the
unencumbered period.

e After selecting the members, click [ icon to move them under Selected
Members section and then click OK.

e The selected collateral is displayed in the respective row in Assumption
Specification. Encumbrance value can be specified as a percentage against
each collateral. This column enables specification of partial encumbrance. You
can select one or multiple members for each selected dimension. These are
displayed as sub rows against the dimensional combination row for which this is
being specified in the assumption specification table.

8. To save the definition, click Save.

9. To go back to the Business Assumption Definition Summary window, click Close.

Note:
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e Stress assumptions are defined in the business assumption definition window in a manner similar
to that explained above. These assumptions will have adverse values for Run-offs, rollovers,
draw downs, haircuts and so on. The dimensions used for stress testing may also be different
from those under BAU conditions. However, the process of defining a stress business assumption
does not change.

e After you save a Business Assumption, it is registered as a process in the Rules Framework of
Oracle Financial Services Analytical Applications Infrastructure.

e A Business Assumption is available for selection in the Run Management window only after it is
approved.

e In case a Business Assumption is edited, it is saved as a new version.

e After including additional dimension members the existing assumption specification table must
not be reset.

6.8 Parameters Applicable to Each Assumption Category

The Assumption Category field in Business Assumption Definition window consists of the following four
broad categories:

1. Cash Flow Movement
2. Encumbrance

3. Incremental Cash Flow
4. Value Change

Each of the assumption categories, has a sub category which is explained in detailed below.

6.8.1 Cash Flow Movement

In Assumption Parameters, when you select the Assumption Category as Cash Flow Movement from the
drop-down list the following sub-categories are available for selection:

e Cash Flow Movement
e Asset Sale

e Cash Flow Delay

e Delinquency

e Prepayment

e Recovery

¢ Rollover

e  Run-off

Note: Depending upon the assumption category and sub-categories selected, assumption parameters
are defined.

6.8.1.1 Cash Flow Movement

When the assumption sub-category is selected as Cash Flow Movement, perform the following steps:
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1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Cash Flows

e EOP Balance

e Fair Value

e Fair Value of Collateral Posted

e Fair Value of Collateral Received
e High Run-off Category 1 Balance
e High Run-off Category 2 Balance
e High Run-off Category 3 Balance
¢ Highly Stable Balance

e Insured Balance

e Stable Balance

e Less Stable Balance

e Market Value

e Market Value of Collateral Posted
e Market Value of Collateral Received
e Uninsured Balance

Note: If cash flows are selected, then the dimensions at cash flow and account granularity are
displayed. If not, only account granularity dimensions are displayed.

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Cash Flow Movement. When One is selected as assumption leg, in
assumption specification only a column is displayed to add the primary assumption value.

3. Select the Assighment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. Choose the Transaction Leg option that is, One or Two.
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7. Choose
column

If One is selected, only a column for the specification of each assumption leg is displayed
that is one column each for From and To assumption value specification.

If Two is selected, two columns are displayed for the specification of each assumption leg
that is two columns each for From and To assumption value specification. The products
for which two transaction legs are applicable are collateral swaps, inter-state swaps and
similar products.

the Charge Penalty option that is, Yes or No. In case you select Yes, an additional
in the assumption value grid is added to specify Amount or Percentage as per the

selection.

8. InDime

a)

b)

9. InTime

a)

b)

d)

e)

nsion Selection, perform the following steps:

Click I3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

Double-click or click Ij to move the selected dimensions to the Selected Members
section.

Click OK. The selected dimensions are displayed in the dimension selection section.
Click the selected dimension member. The Hierarchy Browser window is displayed.

Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
Click OK.
Note:

e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added

Bucket Definition Selection, perform the following steps:
Click B icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

Double-click or click b icon to move the selected time bucket definition to the selected
members section.

Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against both From Bucket selection, and To Bucket selection.

For From Bucket, click FromBucket jcon,

Oracle Financial

Software Services Confidential-Restricted 131



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

One or multiple time buckets from the given time bucket definition can be selected as part
of From Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

To Bucket

f) For To Bucket, click icon.

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of To Bucket selection. The time buckets selected are displayed as drop-
down values in the To Bucket column in each row of the assumption specification table.
10. After the assumption parameters are selected, click | = licon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.
The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e From Bucket
e To Bucket
e Assumption Value — Leg 1 (if Transaction Legs is one)
e Assumption Value — Leg 2 (if Transaction Legs is two)
e Penalty (if charge penalty is yes)
The unique combinations of selected dimension members and the from buckets are displayed as
rows.

11. To save the definition, click Save.

Note: Refer section Cash Flow Movement for detailed explanation and calculations.

6.8.1.2 Asset Sale

When the assumption sub-category is selected as Asset Sale, perform the following steps:

1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e EOP Balance
e Fair Value
e Market Value

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Asset Sale. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal

e Proportionate
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4,
5.

9.

Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

Select the Sale Specification by. It is either Individual Assets or Dimensions.

If you select Individual Assets, perform the following steps:

a) In the Asset Browser Selection, click L=ESElEctassets [j0n  The Asset Browser

window appears.
b) Select the Asset Type, enter Name and Account ID.

c) Select one or multiple members from a list of members displayed.

d) Double-click or click = to move the members to the selected members section.
e) Click OK.
If you select Dimensions, in Dimension Selection, perform the following steps:

a) Click "3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

10. In Time Bucket Definition Selection, perform the following steps:

a) Click [T icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.
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b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against Sale Bucket selection.
e) For Sale Bucket, click =& Bucket jcon,

One or multiple time buckets from the given time bucket definition can be selected as part
of Sale Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.
11. After the assumption parameters are selected, click | = licon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.
The Assumption Parameter Specification table has the following columns:
e Each selected dimension (if Sale Specification by is Dimensions)
e Each selected asset (if Sale Specification by is Individual Assets)
e Sale Bucket
e Sale Value
e Haircut (in %)
The unique combinations of selected dimension members and the from buckets are displayed as
rows.

12. To save the definition, click Save.

Note: Refer section Asset Sale for detailed explanation and calculations.

6.8.1.3 Cash Flow Delay

When the assumption sub-category is selected as Cash Flow Delay, perform the following steps:

1. From the Based On drop-down list, the parameter available for selection is Cash Flows which is
applied on different assumption values.

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Cash Flow Delay. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal

e Proportionate
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4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

5. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

7. Choose the Charge Penalty option that is, Yes or No. In case you select Yes, an additional
column in the assumption value grid is added to specify Amount or Percentage as per the
selection.

8. In Dimension Selection, perform the following steps:

a) Click ¥ icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.
9. InTime Bucket Definition Selection, perform the following steps:
a) Click [*Jicon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.
b) Select time bucket definitions from a list of definitions displayed in the time bucket

definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click L= icon to move the selected time bucket definition to the selected
members section.
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d) Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against both From Bucket selection, and To Bucket selection.

e) For From Bucket, click FremBucket jcon,
One or multiple time buckets from the given time bucket definition can be selected as part
of From Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

f) For To Bucket, click '°BUS%t jcon,

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of To Bucket selection. The time buckets selected are displayed as drop-
down values in the To Bucket column in each row of the assumption specification table.

9. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e From Bucket
e To Bucket
e Assumption Value
e Penalty (if charge penalty is yes)

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.

Note: Refer section Cash Flow Delay for detailed explanation and calculations.

6.8.1.4 Delinquency

When the assumption sub-category is selected as Delinquency, perform the following steps:

1. From the Based On drop-down list, the parameter available for selection is Cash Flows which is
applied on different assumption values.

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Delinquency. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate

4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.
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5. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

7. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:

a) Click [*Jicon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click L= icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against From Bucket selection.

e) For From Bucket, click FremBuckst jcon,

Oracle Financial Software Services Confidential-Restricted 137



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

One or multiple time buckets from the given time bucket definition can be selected as part
of From Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.
9. After the assumption parameters are selected, click | = licon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.
The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e From Bucket
e Delinquent Value

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.

Note: Refer section Delinquency for detailed explanation and calculations.

6.8.1.5 Prepayment

When the assumption sub-category is selected as Prepayment, perform the following steps:

1. From the Based On drop-down list, the parameter available for selection is Cash Flows which is
applied on different assumption values.

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Prepayment. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

7. In Dimension Selection, perform the following steps:
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a)

b)

Click I3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

Double-click or click Ij to move the selected dimensions to the Selected Members
section.

Click OK. The selected dimensions are displayed in the dimension selection section.
Click the selected dimension member. The Hierarchy Browser window is displayed.

Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
Click OK.
Note:

e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added

8. In Time Bucket Definition Selection, perform the following steps:

a)

b)

d)

e)

f)

Click =3 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

Double-click or click b icon to move the selected time bucket definition to the selected
members section.

Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against both From Bucket selection, and To Bucket selection.

For From Bucket, click FromBucket jcon,

One or multiple time buckets from the given time bucket definition can be selected as part
of From Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

To Bucket

For To Bucket, click icon.

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of To Bucket selection. The time buckets selected are displayed as drop-
down values in the To Bucket column in each row of the assumption specification table.

11. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:

Each selected dimension
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e From Bucket

e To Bucket

e Prepayment Value

e Penalty (if charge penalty is yes)

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

12. To save the definition, click Save.

Note: Refer section Prepayment for detailed explanation and calculations.

6.8.1.6 Recovery

When the assumption sub-category is selected as Recovery, perform the following steps:

1.

From the Based On drop-down list, the parameter available for selection is Cash Flows which is
applied on different assumption values.

In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Recovery. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

In Dimension Selection, perform the following steps:

a) Click %3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.
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c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:

a) Click [*Jicon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against To Bucket selection.

To Bucket

e) For To Bucket, click icon.

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of To Bucket selection. The time buckets selected are displayed as drop-
down values in the To Bucket column in each row of the assumption specification table.

12. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e To Bucket
e Recovery Value

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

13. To save the definition, click Save.

Note: Refer section Recovery for detailed explanation and calculations.
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6.8.1.7 Rollover

When the assumption sub-category is selected as Roll Over, perform the following steps:

1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Cash Flows

e Fair Value of Collateral Posted

e Fair Value of Collateral Received

e Market Value of Collateral Posted

e Market Value of Collateral Received

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Roll Over. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

5. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.
6. Choose the Transaction Leg option that is, One or Two.
e If One is selected, only a column for the specification of each assumption leg is displayed
that is one column each for From and To assumption value specification.

o If Two is selected, two columns are displayed for the specification of each assumption leg
that is two columns each for From and To assumption value specification. The products
for which two transaction legs are applicable are collateral swaps, inter-state swaps and
similar products.

7. In Dimension Selection, perform the following steps:
a) Click %3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.
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c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:

a) Click "0 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against both From Bucket selection, and To Bucket selection.

e) For From Bucket, click FremBucket jcon,
One or multiple time buckets from the given time bucket definition can be selected as part
of From Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

f) For To Bucket, click '° 5%t icon,

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of To Bucket selection. The time buckets selected are displayed as drop-
down values in the To Bucket column in each row of the assumption specification table.

9. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e From Bucket
e To Bucket

e Rollover Value — Leg 1 (if Transaction Legs is One)

Oracle Financial Software Services Confidential-Restricted 143



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

e Rollover Value — Leg 2 (if Transaction Legs is Two)

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.

Note: Refer section Rollover for detailed explanation and calculations.

6.8.1.8 Run-Off

When the assumption sub-category is selected as Run-Off, perform the following steps:

1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Cash Flows

e Highly Stable Balance

e Stable Balance

e Less Stable Balance

e High Run-off Category 1 Balance
e High Run-off Category 2 Balance
e High Run-off Category 3 Balance
e Insured Balance

e Uninsured Balance

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Run-Off. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.
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7. In Dimension Selection, perform the following steps:

a) Click ¥ icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click L= to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:

a) Click [*Ticon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket can be selected. The values which are defined
in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against both From Bucket selection, and To Bucket selection.

e) For From Bucket, click FremBucket jcon,

One or multiple time buckets from the given time bucket definition can be selected as part
of From Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

f) For To Bucket, click %55t icon,

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of To Bucket selection. The time buckets selected are displayed as drop-
down values in the To Bucket column in each row of the assumption specification table.

9. After the assumption parameters are selected, click | &2 |icon on the Business Assumption
Definition window. . The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
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e Each selected dimension
e From Bucket

e To Bucket

e Run-Off

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.

Note: Refer section Run-Off for detailed explanation and calculations.

6.8.2 Encumbrance

In Assumption Parameters, when you select the Assumption Category as Encumbrance from the drop-
down list the following sub-categories are available for selection:

e Encumbrance
e Ratings Downgrade
e Valuation Changes

Note: Depending upon the assumption category and sub-categories selected, assumption parameters
are defined.

6.8.2.1 Encumbrance

When the assumption sub-category is selected as Encumbrance, perform the following steps:

1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Downgrade Impact Value

e Fair Value

e Fair Value of Collateral

e Fair Value of Collateral Posted

e Fair Value of Collateral Received

e Fair Value of Excess Collateral

e Fair Value of Required Collateral

e Largest 30 Day Cumulative Collateral Amount
e Market Value

e Market Value of Collateral Posted

e Market Value of Collateral Received

e Market Value of Excess Collateral
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o Market Value of Required Collateral

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Encumbrance. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

4. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

5. Choose the Ratings Downgrade option. That is, Rating Based or Notches Based. This
parameter identifies the downgrade specified for a legal entity.

6. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

7. After the assumption parameters are selected, click | &5 licon on the Business Assumption

Definition window. The Downgrade Specification and Assumption Parameter Specification
table is displayed.

The Downgrade Specification table has the following columns:
e Each selected dimension
e Rating Type
e Rating Source
e Downgrade

The Assumption Parameter Specification table has the following columns:
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Note:

e Each selected dimension
e Assumption Value

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

To save the definition, click Save.

The time bucket selection is not required as they are not determined and these factors are
applied to balances and market values of assets and liabilities.

Refer section Encumbrance for detailed explanation and calculations.

6.8.2.2 Ratings Downgrade

When the assumption sub-category is selected as Ratings Downgrade perform the following steps:

1.

From the Based On drop-down list, the parameter available for selection is Downgrade Impact
Value which is applied on different assumption values.

In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Encumbrance. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

Choose the Ratings Downgrade option. That is, Rating Based or Notches Based. This
parameter identifies the downgrade specified for a legal entity.

In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.

e) Click the selected dimension member. The Hierarchy Browser window is displayed.
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10.

Note:

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

After the assumption parameters are selected, click | & licon on the Business Assumption

Definition window. The Downgrade Specification and Assumption Parameter Specification
table is displayed.

The Downgrade Specification table has the following columns:
e Each selected dimension
e Rating Type
e Rating Source
e Downgrade
The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e Downgrade Impact

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

To save the definition, click Save.

The time bucket selection is not required as they are not determined and these factors are
applied to balances and market values of assets and liabilities.

Refer section Ratings Downgrade for detailed explanation and calculations.

6.8.2.3 Valuation Changes

When the assumption sub-category is selected as Valuation Changes perform the following steps:

1.

Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Fair Value

e Fair Value of Collateral

e Fair Value of Collateral Posted

e Fair Value of Collateral Received

e Fair Value of Excess Collateral

Oracle Financial Software Services Confidential-Restricted 149



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

e Fair Value of Required Collateral

e Largest 30 Day Cumulative Collateral Amount
o Market Value

e Market Value of Collateral Posted

e Market Value of Collateral Received

e Market Value of Excess Collateral

e Market Value of Required Collateral

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Encumbrance. When one is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value.

3. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

4. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

5. In Dimension Selection, perform the following steps:

a) Click ¥ icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

6. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:

e Each selected dimension
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Note:

6.8.3

e Valuation Change Impact

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

To save the definition, click Save.

The time bucket selection is not required as they are not determined and these factors are
applied to balances and market values of assets and liabilities.

Refer section Valuation Changes for detailed explanation and calculations.

Incremental Cash Flow

In Assumption Parameters, when you select the Assumption Category as Incremental Cash Flow from
the drop-down list the following sub-categories are available for selection:

Incremental Cash Flow
Drawdown

New Business

Ratings Downgrade
Run-Off

Secured Funding/Financing

Valuation Changes

Note: Depending upon the assumption category and sub-categories selected, assumption parameters
are defined.

6.8.3.1

Incremental Cash Flow

When the assumption sub-category is selected as Incremental Cash Flow perform the following steps:

1.

Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Available Undrawn Amount

e Cash Flows

e Downgrade Impact Value

e EOP Balance

e Fair Value

e Fair Value of Collateral Posted

e Fair Value of Collateral Received
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e Fair Value of Excess Collateral
e Fair Value of Required Collateral
e General Ledger Balance
e High Run-off Category 1 Balance
e High Run-off Category 2 Balance
e High Run-off Category 3 Balance
e Highly Stable Balance
¢ Highly Stable Balance Withdrawal Nonpenality
e Insured Balance
e Largest 30 Day Cumulative Collateral Amount
e Less Stable Balance
e Market Value
e Market Value of Collateral Posted
e Market Value of Collateral Received
e Market Value of Excess Collateral
e Market Value of Required Collateral
¢ Non Contractual Obligation Amount
e Non Operational Balance
e Stable Balance
e Stable Balance Withdrawal Nonpenality
e Undrawn Balance
e Uninsured Balance
2. Choose the Assumption Legs option that is, One or Two.

e In case, One is selected as assumption leg, then only column appears for entering the
off-set assumption value.

e In case, Two is selected as the assumption leg, then two columns appear for entering
primary assumption value and secondary or off-set value.

3. Select the Assignment Method — Leg 1 and Assignment Method — Leg 2 from the drop-down
list:
e Selected Time Bucket
e Increasing

e Decreasing
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e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. In case you have selected Assumption Legs as Two, choose the Transaction Leg option that is,
One or Two.

e If One is selected, only a column for the specification of each assumption leg is displayed
that is one column each for From and To assumption value specification.

e If Two is selected, two columns are displayed for the specification of each assumption leg
that is two columns each for From and To assumption value specification. The products
for which two transaction legs are applicable are collateral swaps, inter-state swaps and
similar products.

7. In case you have selected Assumption Legs as Two, choose the Specify Collateral/Underlying
option that is, Yes or No.

e If Yes is selected, existing assets can be posted as collateral for each row in the
assumption specification table.

e If Nois selected, no collateral is required.

8. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.
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9. InTime Bucket Definition Selection, perform the following steps:

a)

b)

c)

d)

f)

Click 151 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

Double-click or click Ij icon to move the selected time bucket definition to the selected
members section.

Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against both Primary Bucket selection, and Off-set Bucket selection.

For Primary Bucket, click Frimary Busket jeqn

One or multiple time buckets from the given time bucket definition can be selected as part
of Primary Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

For Off-set Bucket, click “ff-s&t Bucket jcon.

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of Off-set Bucket selection. The time buckets selected are displayed as
drop-down values in the Off-set Bucket column in each row of the assumption
specification table.

Note: If you have selected Assumptions Legs as One, in Time Bucket Definition
Selection only Off-set Bucket is displayed. Whereas, if you have selected Assumptions
Legs as Two, in Time Bucket Definition Selection both Primary Bucket and Off-set Bucket
is displayed.

10. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:

Each selected dimension

Primary Bucket (if Assumption Legs is Two)

Incremental Value — Leg 1 (if Transaction Legs is One)
Incremental Value — Leg 2 (if Transaction Legs is Two)
Off-set Bucket

Off-set Value — Leg 1 (if Transaction Legs is One)

Off-set Value — Leg 2 (if Transaction Legs is Two)
Collateral/Underlying (if Specify Collateral/Underlying is yes)
Encumbered Value (if Specify Collateral/Underlying is yes)

The unique combinations of selected dimension members and the from buckets are displayed as

rows.

11. To save the definition, click Save.
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Note: Refer section Incremental Cash Flow for detailed explanation and calculations.

6.8.3.2 Drawdown

When the assumption sub-category is selected as Drawdown, perform the following steps:
1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:
e Available Undrawn Amount

e Undrawn Balance

2. In Assumption Legs option, Two is selected by default. Option One is disabled when you select
the sub-category as Drawdown. When Two is selected as assumption leg, in assumption
specification two columns are displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 and Assignment Method — Leg 2 from the drop-down
list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

5. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

6. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

7. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.

e) Click the selected dimension member. The Hierarchy Browser window is displayed.
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f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:

a) Click %3 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click L= icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against both Primary Bucket selection, and Off-set Bucket selection.

e) For Primary Bucket, click Frmary BUsket joop

One or multiple time buckets from the given time bucket definition can be selected as part
of Primary Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

f) For Off-set Bucket, click ©ff-2&t Bucket jcon,

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of Off-set Bucket selection. The time buckets selected are displayed as
drop-down values in the Off-set Bucket column in each row of the assumption
specification table.

9. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e Primary Bucket
e Downgrade Value — Leg 1
o Off-set Bucket
e Off-set Value — Leg 1

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.
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Note: Refer section Drawdown for detailed explanation and calculations.

6.8.3.3 New Business

When the assumption sub-category is selected as New Business perform the following steps:
1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:
e Cash Flows

e EOP Balance

2. In Assumption Legs option, Two is selected by default. Option One is disabled when you select
the sub-category as New Business. When Two is selected as assumption leg, in assumption
specification two columns are displayed to add the primary assumption value.

3. Select the Assignment Method — Leg 1 and Assignment Method — Leg 2 from the drop-down
list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

5. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.
6. Choose the Transaction Leg option that is, One or Two.

e If One is selected, only a column for the specification of each assumption leg is displayed
that is one column each for From and To assumption value specification.

e If Two is selected, two columns are displayed for the specification of each assumption leg
that is two columns each for From and To assumption value specification. The products
for which two transaction legs are applicable are collateral swaps, inter-state swaps and
similar products.

7. InDimension Selection, perform the following steps:
a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.
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c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:
a) Click "0 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.
d) Click OK. The selected time bucket definition, is displayed in the time bucket definition

selection against both Primary Bucket selection, and Off-set Bucket selection.

Kk Primary Bucket

e) For Primary Bucket, clic icon.

One or multiple time buckets from the given time bucket definition can be selected as part
of Primary Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

f) For Off-set Bucket, click ©ff-z&t Bucket jcon,

One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of Off-set Bucket selection. The time buckets selected are displayed as
drop-down values in the Off-set Bucket column in each row of the assumption
specification table.

9. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e Primary Bucket
e Growth Value — Leg 1 (if Transaction Legs is 1)
e Growth Value — Leg 2 (if Transaction Legs is 2)
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o Off-set Bucket
e Off-set Value — Leg 1 (if Transaction Legs is 1)
e Off-set Value — Leg 2 (if Transaction Legs is 2)

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.

Note: Refer section New Business for detailed explanation and calculations.

6.8.3.4 Ratings Downgrade

When the assumption sub-category is selected as Ratings Downgrade perform the following steps:

1.

From the Based On drop-down list, the parameter available for selection is Downgrade Impact
Value which is applied on different assumption values.

In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Ratings Downgrade. When One is selected as assumption leg, in
assumption specification only a column is displayed to add the primary assumption value

Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of

dimension selection.

Choose the Ratings Downgrade option. That is, Rating Based or Notches Based. This
parameter identifies the downgrade specified for a legal entity.

In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click L_b to move to the Selected Members section.
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8.

g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

In Time Bucket Definition Selection, perform the following steps:

a) Click %] icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition is displayed in the time bucket definition
selection against Time Bucket selection.

e) For Time Bucket, click M= Bucket joqp

One or multiple time buckets from the given time bucket definition can be selected as part
of Time Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Downgrade Specification and Assumption Parameter Specification
table is displayed.

The Downgrade Specification table has the following columns:
e Each selected dimension
e Rating Type
e Rating Source
e Downgrade
The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e Time Bucket
¢ Downgrade Impact

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

10. To save the definition, click Save.

Note: Refer section Ratings Downgrade for detailed explanation and calculations.
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6.8.3.5 Run Off

When the assumption sub-category is selected as Run Off, perform the following steps:
1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:
e EOP Balance
e General Ledger Balance
e High Run-off Category 1 Balance
e High Run-off Category 2 Balance
e High Run-off Category 3 Balance
¢ Highly Stable Balance
e Highly Stable Balance Withdrawal Nonpenality
e Insured Balance
e Less Stable Balance
¢ Non Operational Balance
e Stable Balance
e Stable Balance Withdrawal Nonpenality
e Uninsured Balance

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Run-Off. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value

3. Select the Assignment Method — Leg 1 from the drop-down list:
e Selected Time Bucket
e Increasing
e Decreasing
e Equal
e Proportionate
4. Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.
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6. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

7. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

8. In Time Bucket Definition Selection, perform the following steps:

a) Click "0 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

b) Select time bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against Time Bucket selection.
e) For Time Bucket, click "M% BYSket joon,

One or multiple time buckets from the given time bucket definition can be selected as part
of Time Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

9. After the assumption parameters are selected, click | &2 |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:

e Each selected dimension
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e Time Bucket

e Run-Off

The unique combinations of selected dimension members and the from buckets are displayed as

rows.

10. To save the definition, click Save.

Note: Refer section Run-off for detailed explanation and calculations.

6.8.3.6 Secured Funding/Financing

When the assumption sub-category is selected as Secured Funding/Financing, perform the following

steps:
1.

Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Cash Flows
e EOP Balance

In Assumption Legs option, Two is selected by default. Option One is disabled when you select
the sub-category as Secured Funding/Financing. When Two is selected as assumption leg, in
assumption specification two columns are displayed to add the primary assumption value.

Select the Assignment Method — Leg 1 and Assignment Method — Leg 2 from the drop-down
list:

e Selected Time Bucket

e Increasing

e Decreasing

e Equal

e Proportionate
Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.
Choose the Transaction Leg option that is, One or Two.

e If One is selected, only a column for the specification of each assumption leg is displayed
that is one column each for From and To assumption value specification.

e If Two is selected, two columns are displayed for the specification of each assumption leg
that is two columns each for From and To assumption value specification. The products
for which two transaction legs are applicable are collateral swaps, inter-state swaps and
similar products.
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7. In case you have selected Assumption Legs as Two, choose the Specify Collateral/Underlying
option that is, Yes or No.

e If Yes is selected, existing assets can be posted as collateral for each row in the
assumption specification table.

e If Nois selected, no collateral is required.

8. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.
9. InTime Bucket Definition Selection, perform the following steps:
a) Click %3 icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.

g) Selecttime bucket definitions from a list of definitions displayed in the time bucket
definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.

h) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

i) Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against both Primary Bucket selection, and Off-set Bucket selection.
j) For Primary Bucket, click Frimary Bucket jeqp

One or multiple time buckets from the given time bucket definition can be selected as part
of Primary Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

k) For Off-set Bucket, click ©ff-s&t Bucket jcon,
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b) One or multiple time buckets defined as part of the selected time bucket definition can be
selected as part of Off-set Bucket selection. The time buckets selected are displayed as
drop-down values in the Off-set Bucket column in each row of the assumption
specification table.

8. After the assumption parameters are selected, click | = licon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.
The Assumption Parameter Specification table has the following columns:

e Each selected dimension

e Primary Bucket

e Primary Value —Leg 1

e Primary Value — Leg 2 (if Transaction Legs is Two)

e Off-Set Bucket

e Off-Set Value — Leg 1

e Off-Ser Value — Leg 2 (if Transaction Legs is Two)

e Collateral/Underlying

e Encumbered Value

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

9. To save the definition, click Save.

Note: Refer section Secured Funding/Financing for detailed explanation and calculations.

6.8.3.7 Valuation Changes

When the assumption sub-category is selected as Valuation Changes perform the following steps:

1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Fair Value

e Fair Value of Collateral

e Fair Value of Collateral Posted

e Fair Value of Collateral Received

e Fair Value of Excess Collateral

e Fair Value of Required Collateral

e Largest 30 Day Cumulative Collateral Amount
e Market Value

e Market Value of Collateral Posted

e Market Value of Collateral Received

Oracle Financial Software Services Confidential-Restricted 165



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

e Market Value of Excess Collateral
e Market Value of Required Collateral

2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Valuation Changes. When One is selected as assumption leg, in assumption
specification only a column is displayed to add the primary assumption value

Select the Assumption Unit from the drop-down list. That is, Amount or Percentage.

4. Choose the Assumption Currency option. This option is enabled when you select the
assumption unit as amount. You can either select the option as Natural Currency or choose from
the drop-down list.

Note: In case you select Natural Currency, ensure that the currency is selected as part of
dimension selection.

5. In Transaction Leg, option One is selected by default. If One is selected, only a column for the
specification of each assumption leg is displayed that is one column each for primary and off-set
assumption value specification.

6. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click = to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f) Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
¢ Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.
7. InTime Bucket Definition Selection, perform the following steps:
a) Click ¥ icon to select a Time Bucket Definition. The Time Bucket Definition Browser
window is displayed.
b) Select time bucket definitions from a list of definitions displayed in the time bucket

definition browser. Only one time bucket definition can be selected. The values which are
defined in the time bucket definition window are displayed here.
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c) Double-click or click = icon to move the selected time bucket definition to the selected
members section.

d) Click OK. The selected time bucket definition, is displayed in the time bucket definition
selection against Time Bucket selection.

Kk Time Bucket

e) For Time Bucket, clic icon.

One or multiple time buckets from the given time bucket definition can be selected as part
of Time Bucket selection. The selected time buckets are displayed as row items in the
assumption specification table.

10. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e Time Bucket
e Downgrade Impact

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

11. To save the definition, click Save.

Note: Refer section Valuation Changes for detailed explanation and calculations.

6.8.4 Value Change

In Assumption Parameters, when you select the Assumption Category as Value Change from the drop-
down list the following sub-categories are available for selection:

e Available Stable Funding Factor
e Haircut
e Required Stable Funding Factor

Note: Depending upon the assumption category and sub-categories selected, assumption parameters
are defined.

6.8.4.1 Available Stable Funding Factor

When the assumption sub-category is selected as Available Stable Funding Factor, perform the following
steps:
1. From the Based On drop-down list, the parameter available for selection is EOP Balance which
is applied on different assumption values.
2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Available Stable Funding Factor. When one is selected as assumption leg, in
assumption specification only a column is displayed to add the primary assumption value.

3. In Assumption Unit option, Percentage is selected by default.
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4. In Dimension Selection, perform the following steps:

a) Click ¥ icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

5. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e ASF Factor

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

6. To save the definition, click Save.
Note:

e The time bucket selection is not required as they are not determined and these factors are
applied to balances and market values of assets and liabilities.

o Refer section Available Stable Funding Factor for detailed explanation and calculations.

6.8.4.2 Haircut

When the assumption sub-category is selected as Haircut, perform the following steps:

1. Choose one of the parameters which must be applied on the different assumption values from the
Based On drop-down list:

e Fair value

e Market Value
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2. In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Haircut. When one is selected as assumption leg, in assumption specification
only a column is displayed to add the primary assumption value.

3. In Assumption Unit option, Percentage is selected by default.
4. In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

7. After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e Haircut (%)

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

8. To save the definition, click Save.
Note:

e The time bucket selection is not required as they are not determined and these factors are
applied to balances and market values of assets and liabilities.

o Refer section Haircut for detailed explanation and calculations.

6.8.4.3 Required Stable Funding Factor

When the assumption sub-category is selected as Required Stable Funding Factor, perform the following
steps:
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1. Choose one of the parameters which must be applied on the different assumption values from the

Note:

Based On drop-down list:
e Fair value
e Market Value

In Assumption Legs option, One is selected by default. Option Two is disabled when you select
the sub-category as Required Stable Funding Factor. When one is selected as assumption leg, in
assumption specification only a column is displayed to add the primary assumption value.

In Assumption Unit option, Percentage is selected by default.
In Dimension Selection, perform the following steps:

a) Click [*3 icon for Dimension Selection. The Liquidity Risk Business Dimension
browser window is displayed.

b) Select one or multiple dimensions from a list of dimensions displayed in the dimension
browser.

c) Double-click or click L= to move the selected dimensions to the Selected Members
section.

d) Click OK. The selected dimensions are displayed in the dimension selection section.
e) Click the selected dimension member. The Hierarchy Browser window is displayed.

f)  Select one or multiple members from a list of dimensions displayed in the Hierarchy

browser. Double-click or click = to move to the Selected Members section.
g) Click OK.
Note:
e Inthe dimension panel, you can add only seven dimensions.

e In dimension panel seven dimensions, one source or actual time bucket and
optionally revised time bucket can be added.

After the assumption parameters are selected, click | & |icon on the Business Assumption
Definition window. The Assumption Parameter Specification table is displayed.

The Assumption Parameter Specification table has the following columns:
e Each selected dimension
e RSF Factor

The unique combinations of selected dimension members and the from buckets are displayed as
rows.

To save the definition, click Save.

The time bucket selection is not required as they are not determined and these factors are
applied to balances and market values of assets and liabilities.

Refer section Required Stable Funding Factor for detailed explanation and calculations.
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Note: The stress assumptions are defined in business assumption definition window with different values.

6.9 Business Assumption Approval Process

OFS LRM supports approval workflows based on user roles. Business assumptions which are defined
within the application are required to be approved which are defined within the application before they can
be used for computations. The user who creates the assumption will send it for approval after finalizing it.
Assumptions can be approved only by users with the required access levels. For more information refer

section User Roles and Access.

6.9.1 Sending business assumption definition for approval

To send a definition for approval, perform the following steps:
1. Click Business Assumption on the LHS menu of the LRM Application to open the Business
Assumption Summary window.
Note:
Assumptions in the following stages can be sent for approval:
I A new definition which in “Draft” status.
Il A version of a definition which is rejected and is in “Open” status.
M. A definition that is edited and a new version of which is created and is in “In Review”
status.
2. Click to select a definition with the status “Draft”, “Open” or “In Review” from the list of
business assumptions and then click 4 icon

Financial Services Analytical Applications Infrastructure

ORACLE

Global Preferences  Home Ahout
#% Liquidity Risk Management
[ Holiday Calendar Business Assumption Summary
--|f9 Application Preferences
# Search
8 Time Bucket
Folder LRMSEG - Assumption Name:
@ Business Assumption
% Run Management Assumption Category - Time Bucket Definition
§3 Counter Balancing Strateqy Status Draft - Active -
[ # Business Assumption Summary | EERGB . O E|S 1-212 Jump to page
[[]| Assumption Name: Assumption Category | Time Bucket Defintion | Version No. | Last Modified By | Last Modified Date ¥ | Approved By | Approved Date | Folder
RD - Run Off WHP HStable Incremental Cash Flow LRM Time Bucket- 4G 0 LRMGAUSER  7/23/2014 13:03:32 LRMSEG MNo
[[] saveas_t Cash Flow Movement  LRM Time Bucket-4G 0 LRMGAUSER THTI201417:25:03 LRMSEG Mo

Figure 17 Business Assumption Summary — Draft status

Financial Services Analytical Applications Infrastructure

ORACLE

Global Preferences  Home About
3% Liquidity Risk Management
-4 Holiday Calendar Business Assumption Summary
- Application Preferences
# Search
H Time Bucket
- Folder LRMSEG v Assumption Name
= @ Business Assumption
-4 Run Management Assumption Category - Time Bucket Definition
g% Counter Balancing Strategy Status Open - Active -
[ # Business Assumption summary ERERER L] |+ 1-111 Jump to pags
Assumption Name | Assumption Category | Time Bucket Definition | Version No. | Last Modified By ¥ | Last Modified Date | Approved By | Approved Date | Folder | Active | Status
Test Incremental Cash Flow LRM Time Bucket - 4G 0 LRMGAUSER Ti9i2014 12:43:32 LRMSEG Yes Open
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Figure 18 Business Assumption Summary — Open status

% Liquidity Risk Management

- Holiday Calendar Business Assumption Summary @ |

-{ Application Preferences =
A Search

-"# Time Bucket

P I L T, Folder LRUSEG + Assumption Name

% Run Management Assumption Category - Time Bucket Definition

4 Counter Balancing Strategy Status In Review - Active -
2 Buginess Assumption Summary | | ¥ 1-10710 Jump to page
[7]| Assumption Name Assumption Category | Time Bucket Definition | Version No. | Last Modified By ¥ | Last Modified Date | Approved By | Approved Date | Folder | Active | Status
[F] Rollover of Cash Inflows Cash Flow Movement  LRM Time Bucket - 4G 1 LRUGAUSER 71472014 08:45:05 LRUSEG No I Review
[T Retail deposit run-off - Tansactional account- Sta..] Incremental Cash Flow  LRM Time Bucket - 4G 1 LAMGAUSER 7/23/2014 15:57:11 LAMSEG No I Review
[T] Retai deposit run-off - Withdrwi Non penaty- Sta..] Incremental Cash Fiow LR Time Bucket- 4G 1 LRIGAUSER 7/23/2014 16:14:17 LRWSEG No I Review
[T Retail deposit run-off : High run off category 1 Incremental Cash Flow LRM Time Bucket - 4G 1 LAMGAUSER 9112014 12:24:09 LAMSEG No b Review

Figure 19 Business Assumption Summary — In Review status

. The Business Assumption Definition window is displayed with all the parameters defined.

Busiasss Assumption Dalinition
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- e =
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Figure 20 Business Assumption Summary — Send for Approval

3. To send a definition for authorization, click Send for Approval. This changes the status of the
definition to Pending Approval. The definition is successfully sent for approval and the status
changes to Pending Approval.

6.9.2 Approving a business assumption definition

To approve a business assumption, perform the following steps:

1. Click Business Assumption on the LHS menu of the LRM Application to open the Business
Assumption Summary window. Only assumptions which are in “Pending Approval” status can
be approved or rejected by the approver.

2. Click to select a definition with the status “Pending Approval” from the list of business
assumptions and then click B icon.
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Financial Services Analytical Applications Infrastructure

ORACLEe

quidity Risk Management
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Business Assumption Summary

Application Preferences
# Search

Time Bucket
Foider LRMSEG ~ Assumption Name

Business Assumption

Run Management Assumption Category - Time Bucket Definition
g1 Counter Balancing Strategy Status Pending Approval v Active No -

[ # Business Assumption Summary | B = B | ¥ 1-8/8 Jump to page

Active | Status

[]| Assumption Name Assumption Category | Time Bucket Defintion | Version No. | Last Modified By 4 | Last Modified Date | Approved By | Approved Date | Folder

BAU 123 Cash Flow Movement  LRM Time Bucket- 4G 0

Figure 21 Business Assumption Summary — Pending Approval

The Business Assumption Definition window is displayed with all the parameters defined.

Histiness Assumption Definition
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Figure 22 Business Assumption Summary — Approve/Reject
3. To approve the definition that is sent for authorization, click Approve.
The Approve dialog box is displayed with the assumption name and description.

& Approve - Windows Internet Explorer | = | E EY

Name

Description

Approver Comments

Approve | | Cloze |

Figure 23 Business Assumptions - Approve
4. Enter Approver comments and then click Approve.
5. To reject the definition that is sent for authorization, click Reject.
The Reject dialog box is displayed with the assumption name and description.

LRMGAUSER TNTI201418:48:19 LRMSEG MNo

Pending Approval

R aft
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& Reject - Windows Internet Explorer = | &= =

Name

Description

Approver Comments

Figure 24 Business Assumptions - Reject
6. Enter Approver comments and then click Reject.
7. Click o icon to view the summary of the entire approval workflow. It displays approval history

showing the start date, completion date, status owner and comments if any.

Approval Summary

Figure 25 Business Assumptions — Approval Summary
Note:
e The Approve or Reject buttons are present only for the users who have the right to
approve or reject the definition.

¢ In case the definition is rejected, it changes back to ‘Open’ status. When the definition is
in open status, click View to view the definition. You cannot edit the values in view
window.

6.9.3 Retiring a business assumption definition

You can retire a business assumption definition when a definition is no longer valid and not required to be
included in the selection of a new run calculation. To retire a definition once it is approved, perform the
following steps:

1. To retire a definition, click to select a definition from the list of business assumptions and then
click B or & icon.
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Note:

Financial Services Liquidity Risk Management

ORACLE

4% Liquidity Risk Management
;- Holiday Calendar Business Assumption Summary

@Appl\:almn Preferences
TH Time Bucket

& Business Assumption
& Run Management Assumption Category - Time Bucket Definition

Hame

% Search

Folder LRMSEGMENT ~ Assumption Name

|03 Counter Balancing Strategy Status - Active -

[F] BAU 100 Cash Flow Movement LRM Time Bucket - 4G 2 LRMOA /82014 12:22:24 LRNSEG

D BAU 100 Cash Flow Movement LRM Time Bucket - 4G 1 LANOA BI2/201412:22:24 LRMSEG
Figure 26 Business Assumptions — Retire

The Business Assumption Definition window is displayed.

Business Assumption Definition

Avsumption Parsmater Specilication

Click Retire. A retired definition will not be available for selection as part of a new Run definition

Once approved, when an assumption is edited and is in "In Review" status but this version of the
assumption will not be picked up for execution as the definition is still in "In Review" status. Only
when the definition goes through the entire approval process and is approved it is marked as
latest and it can be used for execution.

Once the definition is approved the latest version of such approved definitions are executed.
While executing the Run executes the latest version of that assumption (that is, the version
marked as latest). Run automatically picks up the definition which is marked as latest. Only the
version marked as latest will be executed at a given point of time.

In case the business conditions change and you require a previously defined version number to
make it active, select the assumption from the Business Assumption Summary window and click
Make Active icon. Once it is approved, that version is automatically marked as latest but you can
always go back and mark a previous version as latest in Business Assumption Summary window
(Make Active).

The status updated in the business assumptions summary window allows you to search the pre-
defined business assumption definitions on the basis of approval status. This field displays a list
of statuses that you have access to as a drop-down that is, Approved, Draft, In Review, Open,
Pending Approval or Retired. Click the drop-down list to select the status. Selection of a status
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from the drop-down list displays only those business assumptions that have been defined within
the selected status in the List of Business Assumption table.

e Business assumption definition can be edited prior to or post approval. If edited prior to approval,
it is resaved with the same version number. If edited post approval, it is resaved with a new
version number. You cannot edit the definition once sent for approval and is in pending approval
status.

e The business assumption definition, once saved and approved, is registered as a Rule in the

Rules Framework of Oracle Financial Services Analytical Applications Infrastructure.

6.10 Editing a Business Assumption

The process of editing a business assumption is as follows:

1. To edit a definition, click to select a definition from the list of business assumptions and then
click [ icon.

Financial Services Analytical Applications Infrastructure

ORACLE

' Liquidity Risk Management
FE Holiday Calendar Business Assumption Summary Q@

Horne

-( Application Preferences
- Time Bucket

g Business Assumption
-& Run Management Assumptien Category - Time Bucket Definition

# Search =3
Folder LRNSEG + Assumption Name

-3 Counter Balancing Strategy Status. Approved - Active No

% Business Assumption Summary | BE A IEREREE 1-20157 Jump to page

[C]| Assumption Name Assumption Category | Time Bucket Definiion. | Version No. | Last Modified By Wodified Date | Approved By | ApprovedDate | Folder | Active | Status

Edit
Debt Securties Incremental Cash Flow LR Time Bucket- 4G 0 LRWGAUSER 2014 12:46:33 SYSADNMN  4/11/2014 00:00:00 LRMSEG Mo Approved

Figure 27 Business Assumptions — Editing a Business Assumption

2. You can edit a definition which is in “Draft”, “Open” and “In Review” status. LRM Analyst has the
privileges to edit.

3. When the definition is in “Draft” status all the paremeters can be edited in the Business
Assumption Definition window.

4. When the definition is in “Open” status and “In Review” status all the paremeters except the
Assumption Name can be edited in the Business Assumption Definition window.

5. When you edit a definition which is “Draft” status, it remains in version 0.

6. When you edit a definition which is in “Open” status, the version number does not change.
Note: In Draft and Open status, the changes made are overwritten and the version number does
not change.

7. When you edit a definition which is in approved status, the version number is changed and a new
version is created. This changes the status to “In Review”.
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7 Run Management

7.1 Overview

Run Management screen of the LRM application allows you to define, approve and execute Runs. All
Runs except stress Runs are defined in the Run Management window of LRM application. The Run, once
saved and approved, is registered in the Rules Framework > Run in Oracle Financial Services Analytical
Applications Infrastructure.

7.2 Run Definition Parameters

The Run Definition window has the following sections for defining parameters:
e Linked To
¢ Run Definition Details
¢ Run Parameters
e Legal Entity Selection (in case of Contractual Run)

e Business Assumptions (in case of BAU Run)

7.2.1 Linked To

The details must be specified as follows:
e Folder: Select the Folder which is specific to the Run definition.

e Access Type: Choose the access type option, Read/Write or Read Only.

7.2.2 Run Definition Details

The details for each Run definitions are entered here as follows:
e Run Name: Specify the Run name.

e Run Description: Enter the Run description.

7.2.3 Run Parameters

The parameters for each Run definitions are entered here as follows:

7.2.3.1 Purpose

The purpose is the reason for executing each Run. Each purpose has a set of specific calculations
associated with it which require different pre-packaged rules and processes to be executed. On selection
of a purpose, the relevant rules to support that computation are selected and executed.

Select the Purpose from the drop-down list. The drop-down list displays the following:

e Basel lll Liquidity Ratio Calculation: Selection of this purpose enables the calculation of
the Liquidity Coverage Ratio and Net Stable Funding Ratio in accordance with BIS
guidelines.
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Note:

e FR 2052 a Report Generation: Selection of this purpose enables re-classification of
accounts into the regulatory reporting lines required to generate the FR 2052 a report of US
Federal Reserve

e FR 2052 b Report Generation: Selection of this purpose enables re-classification of
accounts into the regulatory reporting lines required to generate the FR 2052 b report of US
Federal Reserve.

e Long Term Gap Calculation: Selection of this purpose enables calculation of liquidity gaps.

e U.S Fed Liquidity Ratio Calculation: Selection of this purpose enables the calculation of the
Liquidity Coverage Ratio in accordance with the guidelines of US Federal Reserve.

The above list of purposes is available to execute the relevant rules and processes required to
achieve a specific computation. The business assumptions are applied over and above these
rules and can be selected as part of a BAU or stress run for each purpose.

FR 2052 a Report Generation and FR 2052 b Report Generation purposes are available only in
Contractual Run.

7.2.3.2 Run Type

There are three types of Runs supported by LRM:

1.
2.
3.

Contractual Run
Business as Usual (BAU) Run

Stress Run

Contractual Run

This is the first Run defined using the Run Management window of the LRM Application and
carries out the data preparation, aggregation and reclassifications required for computation of
liquidity risk metrics under multiple scenarios. Contractual Run computes the as-of-date liquidity
position of the organization without taking into account any behavioral conditions and forms the
base for all subsequent calculations.

A contractual Run allows you to estimate liquidity gaps based on the contractual cash flows
received as a download from the bank. It aggregates cash flows based on user-specified
aggregation dimensions, identifies HQLA, allocates insurance and identifies deposit stabilty and
so on. All cash inflows and outflows are assumed to be generated under contractual terms.
Contractual execution caters to the as of date liquidity status of the organization without the
application of any business assumption.

Business-as-Usual (BAU)
In BAU execution one or multiple business assumptions under normal conditions are applied to
the contractual cash flows and the cash inflows and outflows are modified accordingly. A BAU

Execution allows you to estimate and analyze the liquidity gaps under normal business
conditions. The liquidity gap report (after BAU Execution) provides the liquidity status of the
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Note:

organization based on the impact of these business assumptions on the contractual cash flows.
Additionally, liquidity ratios are estimated based on cash flows adjusted for normal conditions in
accordance with the Basel Il liquidity ratio guidelines prescribed by BIS (refer section BIS Basel
[l Liguidity Ratio Calculation) as well as LCR based on US guidelines (refer section US Federal
Reserve Liquidity Coverage Ratio Calculation).

The features of BAU Run are as follows:

e One or multiple business assumptions are applied to the cash flows and other interim
metrics computed as part of the underlying contractual Run. These assumptions and
defined as part of the Business Assumption window and selected in a BAU Run for
execution.

e All BAU Run parameters are the same as those specified for the underlying contractual
Run except for Assumptions Applied To.

e Assumptions are applied on original balance or cash flows or changing balance or cash
flows across business assumptions based on user selection.

e Contractual Run is a pre-requisite for defining a BAU Run.
Stress Run

Stress testing is now an integral part of a bank’'s risk measurement system and plays an
important role in estimating the effects of potential financial crises on a bank’s operations. Stress
testing, from a liquidity risk management perspective, refers to the process of assessing the
liquidity position of a financial institution under adverse conditions. It involves defining stress
assumptions and applying them to baseline results in order to obtain stressed results.

The application leverages the stress testing module of Oracle Financial Services Advanced
Analytical Applications Infrastructure in order to carry out stress testing in an enterprise-wide
consistent manner. Stress testing module is an integrated framework of OFSAAAI which supports
the stress testing requirements across the entire suite of OFS analytical applications.

Stress Runs are defined as part of the Stress Testing module of OFSAAAI by selecting the
baseline Run that is, the LRM BAU Run in the Stress Definition screen and replacing the BAU
assumptions which are part of the baseline Run with stress business assumptions. Stress
assumptions are business assumptions with adverse values and are defined as part of the
Business Assumption screen of LRM. The replacement of BAU assumptions with the stress
assumptions constitutes the stress scenario. Once defined and saved, the Stress Run can be
viewed, approved and executed from the Run Management screen of LRM.

The Stress Run defined appears in the list of Runs in the Run Management Summary window.
You can approve the definition and then execute it. BAU Run is a pre-requisite for defining stress
Runs.

On execution, the stress business assumptions are applied to the contractual cash flows to
assess the impact of the adverse scenario on the liquidity position of the institution.

Contractual and BAU Run are defined in the Run Management window and are automatically
registered in OFSAAAL
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2. Stress Runs are defined in Stress Testing module of OFSAAAI and registered in OFSAAAI and
appears in Run Management window.

7.2.3.3 Contractual Run

When the Run type is selected as Business-As-Usual, the Contractual Run is required to be selected
from the Contractual Run browser. The Contractual Run browser displays a list of contractual Runs. The
list is filtered by the purpose selected. For example, if the purpose is selected as Basel Il Liquidity Ratio
Calculation for a BAU Run, it displays only those Contractual Runs which are specified with that purpose.
You are allowed to select a single Contractual Run.

@ Contractual Run Browser - Windows Internet Explorer =1 PY
# §Search
Folder LRMSEG -
Name _H]

# Contractual Runs
Members

_) Basel ll - Contractual
_) BIS 16th july test

_) bis 17 july test

_) bis 17 july test 2nd

_) bis contractual test

_) BIS test run 17th june
_) Pav_Basel3_Contra

_) test

Figure 28 Run Definition — Contractual Run browser

7.2.3.4 Time Bucket Definition

When the Run type is selected as Contractual, the Time Bucket Definition is available for selection from
the Time Bucket Definition browser. The Time Bucket Definition browser displays the list of computational
time buckets defined as part of the Time Bucket window. You are allowed select a single time bucket
definition.
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(& Time Bucket Definition Browser - Windows Internet Explorer = RS
# Search
Folder LRMSEG -
Name _HJ

# Time Bucket Definitions
Members

Bucket Test
@ LR

LRM Time Bucket - 4G

Figure 29 Run Definition - Time Bucket Definition browser

7.2.3.5 Consolidation Type

When the Run type is selected as Contractual, Consolidation Type selection is allowed in the Run
Definition window. This parameter determines if the calculations are to be executed on a standalone
basis for one or multiple selected legal entities or on a consolidated basis at the level of the selected legal
entity. Select either of the following options from the drop-down:

e Solo
e Consolidated
Note:

The liquidity gaps, ratios and other metrics are estimated on a standalone (Solo) basis for each selected
legal entity or on a consolidated basis at the level of the selected legal entity based on this selection.

7.2.3.6 Consolidation Level

In case you have selected Consolidation Type as Consolidated, you must select in the Consolidation
Level to launch the Legal Entity browser for selecting the consolidation level. Select a single legal entity,
at which the consolidated liquidity risk measures are to be calculated, from the list of legal entities
available in the Legal Entity browser.

Note:

This selection is applicable only when the Run Type is selected as Contractual Run and Consolidation
Type is selected as Consolidated. If you have selected the Consolidation Type as Solo, then
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Consolidation Level field is disabled and the solo legal entities are to be selected as part of the Legal
Entity Selection section.

7.2.3.7 Business Day Convention

When the Run type is selected as Contractual, Business Day Convention selection is allowed in the Run
Definition window for the purpose of bucketing cash flows. Select either of the following options from the
drop-down:

e Conditional Following
e Conditional Prior

e Following

¢ No Adjustment

e Prior

7.2.3.8 Include Interest Cash Flows

When the Run type is selected as Contractual, Include Interest Cash Flows selection is allowed in the
Run Definition window. Select either of the following options:

e Yes — In case you select Yes, both principal and interest cash flows are considered for
calculations.

e No — In case you select No, only principal cash flows are considered and interest cash flows are
ignored.

7.2.3.9 Approximate Interest

When the Run type is selected as Contractual and when Include Interest Cash Flows are selected as
Yes, Approximate Interest selection is allowed in the Run Definition window. Select either of the following
options:

e Yes — When Approximate Interest is selected as Yes, the business assumption is applied only to
the principal cash flows and the interest cash flows are approximated based on changes to the
principal.

e No — In case you select No, the business assumption values are applied to both principal and
interest cash flows. However, this application depends on the manner in which the business
assumption is defined as follows:

i. If you have selected Cash Flow Type as a dimension in the business assumption and the
dimension member as Principal, then assumption is applied only to the principal cash
flows.

ii. If you have selected Cash Flow Type as a dimension in the business assumption and the
dimension member as Interest, then assumption impacts only Interest cash flows.
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iii. If you have selected Cash Flow Type as a dimension in the business assumption and the
dimension member as Principal and Interest, then assumption is applied to both principal
and interest cash flows.

iv. If you have not selected Cash Flow Type as a dimension in the business assumption,

then assumption is applied to both principal and interest cash flows.

7.2.3.10 Forward Rate Interpolation Method

When the Run type is selected as Contractual, Forward Rate Interpolation Method selection is allowed in
the Run Definition window. Select either of the following options from the drop-down:

e Linear

e Log Linear

7.2.3.11 Assumptions Applied To

When the Run type is selected as Business-As-Usual, Assumptions Applied To selection is allowed in the
Run Definition window. Select either of the following options:

e Changing Balance/Cash Flows — In this case, the change in the cash flows or balances due to the
previous assumption will be considered while applying subsequent assumptions.

e Original Balance/Cash Flows — In this case, the assumptions are always applied to the original

cash flows or balances without considering the effect of the previous business assumption.

7.2.4 Legal Entity Selection

When Run type is selected as Contractual and the consolidation type is selected as Solo, the Legal
Entity Selection is enabled. You are allowed to select one or multiple legal entities from the Hierarchy
browser. The selected legal entities are listed under the Legal Entity Selection section of the browser.
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Figure 30 Run Definition — Hierarchy Browser window

Note:
1. The parameters Contractual Run and Assumptions Applied to are applicable only when BAU Run is defined.

All other parameters of the BAU Run are the same as those of the underlying contractual Run.

2. All parameters of the Stress Runs are the same as those of the underlying BAU Run

7.2.5 Business Assumptions

When the Run type is selected as Business-As-Usual, you are required to select one or multiple business
assumptions to be applied to contractual calculations. The Business Assumptions browser displays a list
of all approved business assumptions which have a time bucket definition that corresponds to the
definition selected as part of the Run Parameters section. Select one or multiple business assumptions
that you want to apply.
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Figure 31 Run Definition — Business Assumption Browser

7.3 Understanding Run Management Summary

To open the Run Management window, in Oracle Financial Services Analytical Applications
Infrastructure window choose, Risk Applications > Liquidity Risk Management > Run Management
on the Left-Hand Side (LHS) menu.
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Figure 32 Run Management Summary

The Run management summary window of the LRM application allows you to define, approve and
execute Run/s.

This is the search section which contains multiple parameters. You can specify one or multiple search
criteria in this section. When you click the search icon, depending up on the search criteria, this filters and
displays the relevant search combination parameters under the Run Management Summary as a list.

Search

Field\lcon Description

This icon allows you to search the Run definition on
the basis of the search criteria specified. Search
criteria include a combination of Run Name, Folder,
Search 8! Approval Status and Run Type. The Run definitions
displayed in the Run Management Summary table
are filtered based on the search criteria specified on
clicking of this icon.

This icon allows you to reset the search section to its
default state that is, without any selections.
Reset E] Resetting the search section displays all the existing
Run definitions in the Run Management Summary

table.

This field allows you to search the pre-defined Run
Run Name

on the basis of the Run name. Enter the Run name.

This field allows you to search for the pre-defined
Folder

Run definitions on the basis of the selected folder.
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Search

Field\lcon

Description

This field displays a list of folders that you have
access to as a drop-down. Selection of a folder from
the drop down list displays only those Run
definitions that have been defined within the
selected folder/segment in the Run Management
Summary table.

Run Type

This field allows you to search the pre-defined Run
on the basis of Run Type (Contractual, BAU or
Stress Run). You need to specify the Run Type here
for searching pre-defined Run.

Approval Status

This field allows you to search the pre-defined Run
on the basis of approval status. This field displays a
list of statuses that you have access to as a drop-
down that is, Approved, Draft, In Review, Open,
Pending Approval or Retired. Click the drop-down
list to select Approved or Rejected status. Selection
of a status from the drop-down list displays only
those Run definitions that have been defined within
the selected status in the Run Management

Summary table.

Table 65 Run Management — Search

List of Runs
Icon Name Icon Description
Add This icon allows you to define a new Run.
View =l This icon allows you to view the selected Run definitions.
I This icon allows you to edit the selected Run definition. Once the
Edit definition is approved, it cannot be edited in the case of Run
definitions.
Delete ) This icon allows you to delete the selected Run definition.
Copy [ The icon allows a definition to be copied and resaved as a new
definition.
OF This icon allows you to specify execution parameters and execute the
Run Execution Run from the Run Execution Parameters screen. Select the check-box
Parameters against a Run definition and click the Run Execution Parameters icon
to view the Run Execution Parameter Specification window.
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List of Runs

Run Execution

Summary

This icon displays the Run Execution Summary window. The Run
parameters specified as part of the Run Definition window are
displayed in an un-editable form in the Run Parameters window. The
entire list of executions and their details are displayed for the selected

definition in this screen.

Workflow Summary i

The icon displays the approval summary for the definition.

Table 66 Run Management Summary

7.4 Defining a Run

7.4.1 Defining a Contractual Run

The Run Management window allows you to define a new Run or create a new Run definition.

Basel H Liguicky Rate Cakuitie

Aadt Tl

Run Definition

Figure 33 Run Definition - Contractual Run

To define a Contractual Run, perform the following steps:

1. Click icon on the Run Management window.

The Run Definition window is displayed where you can define a Run.

2. InLinked To section,

a. Select the Folder from the drop-down list, which is specific to the Run definition. The Run

definitions are linked to a segment.

b. Selectthe Access Type. Itis either Read/Write or Read Only option

3. In Run Definition Details section,

a. Enter the Run Name which is unique across infodoms.
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b. Enter the Run Description.

Note:

Both the Run Name and Run Description fields allow special characters.

4. In Run Parameters section,

a. Select the Purpose from the drop-down list. The drop-down list displays the following:
e Basel lll Liquidity Ratio Calculation
e FR 2052 a Report Generation
e FR 2052 b Report Generation
e U.S Fed Liquidity Ratio Calculation.

b. Selectthe Run Type as Contractual from the drop-down list. The drop-down list displays
the following:

e Contractual
e Business-as-Usual

5. When the Run type is selected as Contractual and the purpose is selected as Basel Il Liquidity
Ratio Calculation or Long Term Gap Calculation or U.S Fed Liquidity Ratio Calculation
perform the following steps:

a. Inthe Time Bucket Definition field, click '===/ to select the time bucket definition. The
Time Bucket Definition browser displays the list of computational time buckets defined as
part of the Time Bucket screen. Select the required time bucket definition and then click
OK.

b. Select Consolidation Type from the drop-down list. It is either Consolidated or Solo.
c. In case you have selected Consolidation Type as Consolidated, in the Consolidation

Level field, click == to launch the Legal Entity browser for selecting the consolidation
level. Select a legal entity, at which the consolidated liquidity risk measures are to be
calculated, from the list of legal entities available in the Legal Entity browser.

This selection is applicable only when the Run Type is selected as Contractual Run and
Consolidation Type is selected as Consolidated. If you have selected the Consolidation
Type as Solo, then Consolidation Level field is disabled.

d. Selectthe Business Day Convention from the drop-down list. The drop-down list
displays the following:

e Prior
e Conditional Prior
e Following
e Conditional Following
¢ No Adjustment
This is applicable only when Run Type is selected as Contractual Run.

e. Selectthe Include Interest Cash Flows as either Yes or No.

Oracle Financial Software Services Confidential-Restricted 189



User Guide: Oracle Financial Services Liquidity Risk Management

Release 3.0.0.0.0

Note:
e The Approximate Interest field is disabled if you select Include Interest Cash
Flows as No.
e Select the Forward Rate Interpolation Method from the drop-down list. It is
either Linear or Log Linear. This is applicable only when the Run type is
selected as Contractual.

6. In case you have selected consolidation type as Solo, in the Legal Entity Selection section,

click =

to select one or multiple legal entities from the Hierarchy browser and then click OK.

The selected legal entities are listed under the Legal Entity Selection section. In case you wish to

add or edit the legal entities click 4

= 5 |
& | Hierarchy Browser -- Webpage Dialog =
| =4 | | O & & EIEE |
Show Hierarchy Show Members Show Results Selected Members
= 3l Entity - parent child &
Entity
Entity 2 L:‘,
gal Entity 3 T
Legal Entity 4 E
Legal Entity &
i =
=t Entity 3 =
- Legal Entity 10
- Legal Entity 100
.. Legal Entity 101
- Legal Entity 102
- Legal Entity 103
i g i gl

Figure 34 Run Definition — Hierarchy Browser window

7. When the Run type is selected as Contractual and the purpose is selected as FR 2052 a Report
Generation or FR 2052 b Report Generation perform the following steps:

a.

Select the Consolidation Type from the drop-down list. It is either Consolidated or
Solo.

In case you have selected Consolidation Type as Consolidated, in the Consolidation
Level field, click L= | to launch the Legal Entity browser for selecting the consolidation
level. Select a legal entity, at which the consolidated liquidity risk measures are to be
calculated, from the list of legal entities available in the Legal Entity browser. This is
selection is applicable only when the Run Type is selected as Contractual Run and
Consolidation Type is selected as Consolidated.

If you have selected the Consolidation Type as Solo, then Consolidation Level field is
disabled.

Select the Include Interest Cash Flows as either Yes or No.
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Note:

e The Approximate Interest field is disabled if you select Include Interest Cash
Flows as No.

e Select the Forward Rate Interpolation Method from the drop-down list. It is
either Linear or Log Linear. This is applicable only when the Run type is
selected as Contractual.

8. In case you have selected consolidation type as Solo, in the Legal Entity Selection section,
click = to select one or multiple legal entities from the Hierarchy browser and then click OK.
The selected legal entities are listed under the Legal Entity Selection section. In case you wish to
add or edit the legal entities click N

& | Hierarchy Browser -- Webpage Dialog 2|
| =g | | OF B & =EIE |

Show Hierarchy Show Members Show Results Selected Members

3l Entity - parent child

gal Entity 3

m

Legal Entity 4
Legal Entity &

: d

Entity §

- Legal Entity 10 ‘__J
- Legal Entity 100
.. Legal Entity 101
- Legal Entity 102

- Legal Entity 103

(i Il
Cloze

Figure 35 Run Definition — Hierarchy Browser window

9. Click Save. The Run is saved in the Run Framework of Oracle Financial Services Analytical
Applications Infrastructure. A Run is available for execution only after it has been approved.
Once approved, Run parameters cannot be edited.

7.4.2 Defining a Business-As-Usual (BAU) Run

The Run Definition window in the LRM application allows you to define a new Run.
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Figure 36 Run Definition - Contractual Business-As-Usual Run

To define a BAU Run, perform the following steps:

1. Click icon on the Run Management window.
The Run Definition window is displayed where you can define a BAU Run.
2. InLinked To section,

a. Select the Folder from the drop-down list, which is specific to the Run definition. The Run
definitions are linked to a segment.

b. Selectthe Access Type. Itis either Read/Write or Read Only option
3. In Run Definition Details section,
c. Enter the Run Name which is unique across infodoms.
d. Enter the Run Description.
Note:
Both the Run Name and Run Description fields allow special characters.
4. In Run Parameters section,
a. Select the Purpose from the drop-down list. The drop-down list displays the following:
e Basel lll Liquidity Ratio Calculation
e Long Term Gap Calculation
e U.S Fed Liquidity Ratio Calculation.

b. Select the Run Type as Business-As-Usual from the drop-down list. The drop-down list
displays the following:

e Contractual

e Business-As-Usual
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5. When the Run type is selected as Business-As-Usual and the purpose is selected as Basel IlI
Liquidity Ratio Calculation or Long Term Gap Calculation or U.S Fed Liquidity Ratio
Calculation perform the following steps:

a. Inthe Contractual Run field, click '**=' to select from the list of contractual Runs

available in the contractual Run browser.

Note:

All other fields in the Run parameters section are consistent with the parameters
specified as part of the selected Contractual Run. These fields are in un-editable form
based on the Contractual Run selected.

b. Selectthe Assumptions Applied To. Itis either Changing Balance/Cash Flows or
Original balance/Cash Flows. This field is applicable only when the Run type is
selected as BAU.

For information on Changing Balance/Cash Flows or Original balance/Cash Flows, refer
to section Assumption Calculation.

6. Inthe Business Assumptions section, click icon. The Business Assumptions browser is

displayed. All the approved business assumptions with the latest record indicator Y are listed.
These have a time bucket definition which corresponds to the definition selected as part of the
Run Parameters section.

7. Select one or multiple business assumptions that you want to apply to the contractual cash flows
and click b to move them to Selected Members section.
T

8. Using ~ up or down arrows, you can sequencing of assumptions.
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Figure 37 Run Definition — Business Assumption Browser
The application saves the assumptions on BAU Run definition window.
In case you wish to add or edit the business assumptions click 4
If you do not wish to save the assumption, click Close.

The details are displayed under the Business Assumption section for each selected business
assumption as follows:

e Assumption Name
e Version Number
e Assumption Category
Note:
e Only the approved business assumptions appear in the list.

e For information on Assumption Category, refer section Assumption Category.

e The assumptions are executed as per the sequence in which they are selected in the
Run Definition screen. This sequence is stored for the purpose of reporting.
Click Save. The Run is saved in the Run Framework of Oracle Financial Services Analytical

Applications Infrastructure. A Run is available for execution only after it has been approved.
Once approved, Run parameters cannot be edited.
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7.4.3 Defining a Stress Run

A stress Run is created in the Stress Definition window of the Stress Testing module of Oracle Financial
Services Advanced Analytical Applications Infrastructure (OFSAAAI). A business-as-usual Run is
selected as the baseline Run and one or multiple BAU assumptions which are part of the selected
baseline Run are replaced by stress business assumptions to create a stress Run.

Replacement of a set of BAU assumptions with another set of stress assumptions constitutes a scenario
for stress testing within LRM. Stress business assumptions are similar to BAU assumptions, but with
adverse or stressed values. On execution of the stress Run, the business assumptions are applied to
contractual cash flows to assess the impact of the scenario on the liquidity metrics.

Each stress definition created in the Stress Testing module of OFSAAAI appears as a line item in the Run
Management Summary window. You can view, approve and execute a stress Run from the Run
Management screen of the LRM application.

Note:

For more details on the step-by-step creation of a stress Run refer Stress Testing chapter in Advanced
Analytical Applications Infrastructure module in OFSAAI user guide.

7.5 Run Definition Approval Process

OFS LRM supports approval workflows based on user roles. Run definitions which are defined within the
application are required to be approved which are defined within the application before they can be used
for computations. The user who creates the Run definition sends it for approval after finalizing it. Run
definitions can be approved only by users with the required access levels. For more information refer
section User Roles and Access.

7.5.1 Sending Run definitions for approval

To send a definition for approval, perform the following steps:
1. Click Run Management on the LHS menu of the LRM Application to open the Run Management
Summary window.
Note:
Run definitions in the following stages can be sent for approval:
l. A new definition which in “Draft” status.
Il. A version of a definition which is rejected and is in “Open” status.

2. Click = to select a definition with the status “Draft”, “Open” from the list of business assumptions
and then click [ icon.
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Figure 38 Run Management Summary — Draft status

ORACLE Financial Services Liquidity Risk Management User: LRMDEV  Connected|
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Figure 39 Run Management Summary — Open status

The Run Definition window is displayed with all the parameters defined.

Rum Dotinition

Foder LAuSEG - Acte Troe © Buastie

P P Abasrgtion Toat

Figure 40 Run Definition — Send for Approval
Note: Stress Runs cannot be edited. The definition is opened in the view mode. To edit the
Stress Runs, go to Stress Testing Framework in Advanced Analytics Infrastructure module. In
case you have any changes you can edit the parameters and click Save.

3. To send a definition for authorization, click Send for Approval. This changes the status of the
definition to Pending Approval. The definition is successfully sent for approval and the status
changes to Pending Approval
Note: Stress Runs can be sent for approval only when the Time Bucket Definition under Run
Parameters section and the Time Bucket Definition under Business Assumptions section in Run
Definition match.
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7.5.2 Approving a Run definitions

To approve a Run definition, perform the following steps:

1. Click Run Management on the LHS menu of the LRM Application to open the Run Management
Summary window. Only definitions which are in “Pending Approval” status can be approved or
rejected by the approver.

Click to select a definition with the status “Pending Approval” from the list of Run definitions
and then click & icon.

2. To view the definition in the approval summary window, click Approval Summary. You can view
the status changes for the definition created.

Financial Services Analytical Applications Infrastructure

ORACLE

§#% Liquidity Risk Management
i % Holiday Calendar Run Management Summary (>]] ‘

Home:

Application Preferences

# Search
-«Tf Time Bucket
E¥| Business Assumption Run Mame Folder LRMSEG
H Run Management Approval Status Pending Approval Run Type -
#[4 Counter Balancing Strategy
# Run Management Summary | =2 | = e |5 TN Jump to page
D Run Name Run Type Purpose Modified By | Modification Date ¥ | Approved By | Approved Date | Folder Approval Status
Basel ll Liquidity Ratio Run Business-As-Usual Basel lll Liquidity Ratio Calculation LRMGAUSER 7/22/2014 15:56:44 LRMSEG Pending Approval
av_Test ontractual 52 a Report Generation i 13 ! ending Approval
Pav_Test Contractual FR 2052 a Report Gi i LRMGAUSER T7/21/2014 18:13:.06 LRKMSEG Pending A| |

Figure 41 Run Management Summary — Pending Approval

You cannot edit the values in view window.

Run Datinition

Figure 42 Run Definition — Approve/Reject
3. To approve the definition that is sent for authorization, click Approve.

The Approve dialog box is displayed with the assumption name and description.
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Figure 43 Run Definition - Approve
4. Enter Approver comments and then click Approve.
To reject the definition that is sent for authorization, click Reject.

The Reject dialog box is displayed with the assumption name and description.

- —
/& Reject - Windows Internet Explorer E@lﬁ
Name
Description

Approver Comments

| Reject | | Close |

Figure 44 Run Definition - Reject

6. Enter Approver comments and then click Reject.

7. Click o icon to view the summary of the entire approval workflow. It displays approval history showing the

start date, completion date, status owner and comments if any.

Appioval Summar ¥

Figure 45 Run Management — Approval Summary
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Note:

e The Approve or Reject buttons are present only for the users who have the right to
approve or reject the definition.

e In case the definition is rejected, it changes back to ‘Open’ status. When the definition is
in open status, click View to view the definition. You cannot edit the values in view
window.

e Once the definition is approved, it cannot be edited in the case of Run definitions.

7.5.3 Retiring a Run definition

You can retire a Run definition when a definition is no longer valid and not required to be included in the
selection of a new run calculation. To retire a definition once it is approved, perform the following steps:

1. To retire a definition, click to select a definition from the list of Run definitions and then click

B icon.
Financial Services Analytical Applications Infrastructure
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§% Liquidity Risk Management
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% Search (=3
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Figure 46 Run Management Summary — Retire

The Run Definition window is displayed

Run Delinition

2. Click Retire. A retired definition will not be available for selection as part of a new Run definition.
Note:

e The approval status field in the Run Management Summary window allows you to search the pre-
defined Run on the basis of approval status. This field displays a list of statuses that you have
access to as a drop-down that is, Approved, Draft, In Review, Open, Pending Approval or
Retired. Selection of a status from the drop-down list displays only those Run definitions that
have been defined within the selected status in the Run Management Summary table.
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e Assumption definitions can be approved only by those mapped to the LRM role who has defined
the assumption. Multiple levels of approvals are supported.

e The Run definition, once saved and approved, is registered as a Rule in the Rules Framework of

Oracle Financial Services Analytical Applications Infrastructure.

7.6 Adding a Custom Rule to a Run

When a Run is defined from LRM Run Management window, it is also registered in the Run window of
Rules Framework under the Oracle Financial Services Analytical Applications Infrastructure window.

To edit the Run, perform the following steps:

1. On the Oracle Financial Services Analytical Applications Infrastructure window, choose Rules
Framework > Run on the LHS menu.

2. Click to select a definition from the list of Runs and then click [A icon.

| 5 g

Note:

You can make the required edits to additionally include custom rule or a process or a task. For
more information refer OFSAAI User Guide.

To execute this Run, you must go to Run Management window of LRM. The Run must be
approved prior to execution.
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7.7 Preparing for Execution

This chapter aims to detail the important activities that you must perform before executing Contractual,
Business As Usual (BAU) or Stress Runs. It aims to provide details on the data required to be populated
in the LRM Application and the steps to be followed to define business assumptions which will help
identify liquidity gaps.

7.7.1 Data Requirements

Configuring data into the LRM Application is the basic and most important activity to commence working
on the LRM Application. Data to be configured in the LRM Application can be divided into three types:

1. Setup Role Management
2. Setup Data Management
3. Run Data Management

Under Setup Role Management, you are requested to create specific roles to access the respective
functionality of the screens and map these roles to user groups.

Setup data is a set of dimension tables which does not change frequently and can be categorized as a
onetime setup activity required to be populated in Oracle Financial Services Liquidity Risk Management,
Release 3.0.

Run or Execution data management details the staging data to be populated that change with each
execution.

7.7.2 Data Quality Checks

In order to maintain the integrity and accuracy of the data populated into the LRM Application, certain
data quality checks have been pre-configured under the Data Quality Framework link in OFSAAI.

7.7.3 Defining Time Buckets

After configuring setup data and Run or staging data in the LRM Application, the next step is to define the
time buckets. Time Buckets can be defined by you in the Time Bucket Definition window of the LRM
Application. Refer section Time Buckets for more information.

7.7.4 Dimension Maintenance

Before executing Runs as part of dimension maintainence, you must execute the
<INFODOM>_SCD_COMPONENT and <INFODOM>_DimAccountPop batch. Refer OFS Liquidity Risk
Management V3.0.0.0.0 Run Chart.xIsx for more information on the batch.

Further some of the staging data which moves to processing area on MIS date basis have to be executed
through ICC batches. Refer OFS Liquidity Risk Management VV3.0.0.0.0 Run Chart.xlIsx for further details.
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7.7.5 Defining Business Assumptions

After configuring setup data and dimension maintenance as well as defining time buckets in the LRM
Application, the next step is to define the parameters of the business assumption before executing a Run.
Business Assumptions can be defined by you in the Business Assumptions Definition window of the LRM
Application. Refer section Business Assumptions for more information.

7.8 Run Execution Parameters

In the Run Management Summary window, select a Run from the list of Runs and click & icon. The
Run Execution Parameters window appears.

The Run Execution Parameters window has the following sections:
e Linked To
¢ Run Definition Details
e Run Parameters
e Legal Entity Selection

e Run Execution Parameters

7.8.1 Linked To

This field displays the information about Linked To, which is selected as part of Run definition window.
The details are displayed as follows:

e Folder: The folder which is specific to the Run definition.

e Access Type: Read/Write or Read Only is selected.

7.8.2 Run Definition Details

This section displays the details which have already been specified for the selected Run as part of Run
Definition window. These details are not allowed to be edited. The details are displayed as follows:

e Run Name: Displays the Run name.

e Run Description: Displays the Run description.

7.8.3 Run Parameters

This section displays the parameters which have already been specified for the selected Run as part of
Run Definition window. These parameters are not allowed to be edited. The parameters displayed
include:

e Purpose
e Run Type
e Contractual Run (only in case of a Business-as-Usual Run)

e Baseline Run (only in case of Stress Run)
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e Time Bucket Definition
e Consolidation Type

e Consolidation Level (only when the Run type is selected as Contractual Run and Consolidation
type is selected as Consolidated)

e Business Day Convention

¢ Include Interest Cash Flows

e Approximate Interest

e Forward Rate Interpolation Method

e Assumptions Applied To (only in case of Business-as-Usual and Stress Run)

7.8.4 Legal Entity Selection

This section displays the Legal Entity Selection which is selected as part of Run definition window.

7.8.5 Run Execution Parameters

The Run execution parameters have to be specified for the selected Run.

7.8.5.1 FIC MIS Date

This is a selection of a date from the calendar. The FIC MIS date is with reference to the date of the input
data required for computations. This is different from the execution date. The data available in the staging
area which has a date corresponding to the FIC MIS date is used for computations.

7.8.5.2 Run Execution Description

This field allows you to provide a brief description of the Run execution. It is optional.

7.8.5.3 Contractual Run Execution ID

When the Run type is selected as Business-As-Usual or Stress Run, execution ID of the underlying
contractual Run is required to be selected from the Contractual Run Execution ID browser in the Run
Execution Parameters window. Business assumptions, both BAU and stress, are applied to the cash
flows aggregated as part of the selected contractual Run execution and further computations are carried
out based on these aggregated cash flows and other interim metrics.

7.8.5.4 Reporting Currency

When the Run type is selected as Contractual, Reporting Currency is allowed for selection from the
browser in Run Execution Parameters window.

When the Run type is selected as Business-As-Usual, this field displays the reporting currency selected
as part of the Contractual Run execution.
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When the Run type is selected as Stress Run, , this field displays the reporting currency selected as part
of the Contractual Run execution.

For the first execution of a run, you must select the reporting currency. For subsequent executions the
previously executed reporting currency, is automatically displayed but can be edited for each execution.

All the cash flows and balances in natural currency are converted to the reporting currency selected as
part of this section for the purpose of computation and reporting. Additionally, the application also
supports conversion to local currency of each legal entity in a single Run execution.

7.8.5.5 Exchange Rate Source

This field allows you to select the source from which the exchange rate is obtained.

When the Run type is selected as Contractual, exchange rate source is allowed for selection from the
drop-down in Run Execution Parameters window. The selection is as follows:

e Bloomberg
e Internal
e Reuters
If you have different exchange rates, perform the following steps to add a new exchange rate source:

1. Add a LOOKUP_CD in the table FSI_LRM_LOOKUP_B for the CATEGORY_ID = 19 (Exchange
Rate Source).

2. Add a description for LOOKUP_CD added in the above mentioned table(FSI_LRM_LOOKUP_B)
in the table FSI_LRM_LOOKUP_TL.

When the Run type is selected as Business-As-Usual or Stress Run, this field displays the reporting
currency selected as part of the Contractual Run execution.

7.8.5.6 LCR Horizon

This field allows you to enter the LCR Horizon (in days) for the purpose of liquidity coverage ratio
calculation. By default this value is displayed is 30, which is the regulatory horizon for LCR. This can be
edited. This parameter determines the number of days to which the LCR scenario applies i.e. net cash
outflows will be calculated.

When the Run type is selected as Business-As-Usual or Stress Run, this field displays the LCR Horizon
selected as part of the Contractual Run execution.

Note:
¢ You have the option of defining and executing any number of Runs.
e A Run can be executed multiple times for the same execution date.

e You also have the option of re-executing the same Run for different execution dates.
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7.9 Execution a Run

The LRM application contains a Run Management window, which contains the functionality of executing
Runs, by selecting different Run level parameters for each execution. Runs can be defined in the Run
framework of OFSAAI. Run execution is allowed through the Run Management window.

A Run can be executed as a solo Run or a consolidation Run.

Once a Run has been defined and approved you can execute a Run by providing the Run execution
parameters. You can perform an Ad Hoc execution or batch execution. For an Ad Hoc execution from the
Run Execution window you can provide the parameters and click Execute. For a batch execution you can
provide the parameters and click Create Batch. This creates a batch and you must schedule the batch
scheduler module which is available in OFSAAI.

Note:

If you are not executing the Run for the first time, then the parameters in the Run Parameters Link will be
the same as the one selected for the previous Run.

You have the option of defining and executing any number of Runs. For each Run defined, you can select
all or few assumptions to be applied to the Run. You also have the option of re-executing the same Run
for different Execution dates.

7.9.1.1 Executing a Contractual Run

To execute a Contractual Run, perform the following steps:

1. Click Run Management on the LHS menu of the LRM Application to open the Run Management
Summary window.

2. Click to select a contractual Run from the list of Runs and click o icon.
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Figure 47 Run Management Summary window

Note: All fields except for Run execution parameters are non-editable fields for the selected Run..
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Run Execution Parameters
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Consolidation Lewel Business Day Convertion Frior

Include Interest Cash Flous Yes I No Fpproximate Interest Yes 1 No
Fonuand Rate Interpolation hethod Linear

a

# Lagal Entity Selestion
Legal Eniy 11

1-1171

% Run Execution Parameters

Contractual

FIC M3 Date = 1203172013 = Run Exeoution Description
Reponing Cumency = U Dollar =) Exchange Rate Source Bloomberg -
LER Horizon (n Day=) £

Audt Trail

# Gystem 10 : 200430

Created By LAMBALISER: Creation Date 14

Last Modified By LRMGAUSER Last Modification Date 82014

Figure 48 Run Execution Parameters window

3. When the Run type is selected as Contractual and the purpose is selected as Basel Il Liquidity
Ratio Calculation or Long Term Gap Calculation or U.S Fed Liquidity Ratio Calculation, in
the Run Execution Parameters section,

a. Click H to select the FIC MIS Date.
b. Enter the Run Execution Description.

c. Click (] to select the Reporting Currency from the Hierarchy Browser and then click
OK. Only a single selection is allowed here.

&  Hierarchy Browwser -- Mebpage Dialog @
5! | = FA R o a5 E
Show Hierarchy Show hembers Show Results
l—"Eurrenm,r

Lo Fouth) Korean Wion

E—---ﬁd‘ghanistan Afghani
‘.- Abanian Lek
E....ﬁlgerian Oinar
E—---ﬁndonﬁn Pezeta
E—---ﬁngolan Enanza
E—---ﬁrgemine Paso

ggee——

Mi
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Figure 49 Run Definition — Hierarchy Browser
d. Selectthe Exchange Rate Source from the drop-down list.

e. Enter the LCR Horizon (in days). The default value is 30. This applicable only when the
purpose is selected as Basel Il Liquidity Ratio Calculation or U.S Fed Liquidity Ratio
Calculation.

4. When the Run type is selected as Contractual and the purpose is selected as FR 2052 a Report
Generation or FR 2052 b Report Generation, in the Run Execution Parameters section,

a. Click = to select the FIC MIS Date.

b. Enter the Run Execution Description.

c. Click e to select the Reporting Currency from the Hierarchy Browser and then click

OK.
& Hierarchy Browwser -- Webpage Dialog @
g | @A & EE
Show Hierarzhy Show Members Show Results
I—"Currenu:'g,r

E—---(Southj Karean Wian

E—---ﬁ«fghanistan Afghani
- Mbanian Lek
E----ﬁlgerian Dinar
E—---ﬁndon‘:ln Pezeta
E—---ﬁngolan Eivanza
E—---ﬁrgemine Peza

ge—

Mi

d. Select the Exchange Rate Source from the drop-down list.

5. Execute the Run as per one of the following methods:
Click Create Batch to create batches for execution from the batch execution window.
Or,
Click Execute to execute the Run from the Run Execution Parameters window itself
Click Close to return to the Run Management Summary window.
Note:

Run Execution Parameter Definition does not have an approval process.
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7.9.1.2 Executing aBAU Run

To execute a BAU Run, perform the following steps:

1. Click Run Management on the LHS menu of the LRM Application to open the Run Management
Summary window.

2. Click to select a BAU Run from the list of Runs and click s icon.

ns Infrastructure Connected To: LR
As of Date:

## Liquidity Risk Management
[ Holiday Calendar Run Management Summary @ |
[P Application Preferences —— =
7H] Time Bucket =
8 BLisinass Assumption Run Nams Folder LRMSEG +
& Run Managemert Approval Status - Run Type -
L3 Courter Balancing Strategy
# Run Management Summary | B Bl |BoEe & | = 1-13413 Jump to page
[7] Run Name Run Type Purpase Modified By | Modification Date ¥ | Approved By | Approved Date Folder | Approval Status
[T] b test un Contractual FR 2052 b Repa Genaration LRMGAUSER 7/22014 2001544 LRMGAUSER 7/8201420:15:58 LRMSEG Approved
D 4a test run Contractual FR 2052 a Report Generation LRMGAUSER 7/3/2014 20:13:43 LRMGAUSER 7/8/201420:13:58 LRMSEG Approved
[C] bis contractual test Contractual Basel Il Liquidity Ratio Calculstion LRMGAUSER 7/920142012:27  LRMGAUSER 7/9/201420:12:39  LRMSEG Approved
D us BAU July9 Business-AsUsual 1.8. Fed Liquidity Ratio Caleulation LRMGAUSER 7/3/2014 16:16:55 LRMGAUSER 7/9/2014 16:17:11 LRMSEG Approved
US LR BAU Business#ssual 1.8, Fed Liquidity Ratia Caloulation LRMGAUSER 702014110201  LRMGAUSER 782014110224 LRMSES Approved
J [ S Contractual Contractual 11.5. Fed Liquidity Ratio Calculation LRMGAUSER 7/320141100:08  LRMGAUSER 79/2014 11:00:47 LRMSES Approved
«|[F] DewVerify Strass 1 Stress 115, Fed Liquidity Ratio Calculation LRMGAUSER 7772014215634 LRMGAUSER 77/201421:56:18  LRMSEG Approved
1 D US Fed Liqudity Ratio BAU  Business-AsUsual 1.8, Fed Liquidity Ratio Caleulation SYSADMMN 5/22/2014 15:55:08  SYSADMMN 6/22/201400:00:00 LRMSEG Approved
[[] Basel Il - BAL BusinessfisLsual Basel Il Liquidity Ratio Caloulation SYSADMN 522014 124703 SYSADMN  5/22/2014000000 LRMSES Approved
[[] Bassl Il - Contractual Contractual Basel lll Liquidity Ratio Calculstion  SYSADMN 52202014 12:42:38  SYSADMN 5222014000000 LRMSES Approved
[ LRMS- A Contractual FR 2052 2 Repar Genaration SYSADMN  428/2014 1427:40  SYSADMN 5222014000000 LRMSEG Approved
D LRMG - B Contractual FR 2052 b Report Generation SYSADMN 42872014 12:37:14  SYBADMMN 6/22/201400:00:00 LRMSEG Approved
[[] USFedLCR Contractual  Cantractual U5, Fed Liquidity Ratio Calculation SYSADMN  4/28/2014 13:3532  SYSADMN 4205014000000 LAMSES Approved

The Run Execution Parameters window appears. Here, the parameters of the Run are
displayed in an un-editable form and the execution parameters are allowed to be specified for the
selected Run.

Run Execution Parameters

Liquidity Risk Wenagement » Run Execution Parameters
4 Linked To
Folder LRMSEG #ocess Type @ Readfivite  Read Only

A Run Definition Details
Run Name * Run Description
# Run Parameters

Furpose ™ U5, Fed Liquidity Ratio Calsulation Run Type ™ Business- s Usual

Conractual Run

Time Bucket Definiion = LRM Time Bucket - 46 Consolidation Typs Sal
Consolidation Level Business Day Conwention Pror
Inolude Interest Cash Flows @ Yes O Mo spproximate Intersst @ Yes O No
Changing Balancs/Cash Fl

Forward Rate Interpetation Method Lingar Assumptions Agpled To #! BB L EEUEED AR

3 Original Balanee/Cash Flous
& Legal Entity Selection = = I
Legal Ertity 11

% Run Execution Farameters

FIC WIS Date * 123172013 = Fun Execution Description
Contrastual Run Execution |0 140480243401 8-3 (cea]
Reporting Curensy = us Dolar Exchange Rate Source Blosmberg

LCR Horizon dn Days)

Figure 50 Run Definition — Run Execution Parameters

3. When the Run type is selected as Business-As-Usual and the purpose is selected as Basel llI
Liquidity Ratio Calculation or Long Term Gap Calculation or U.S Fed Liquidity Ratio
Calculation, in the Run Execution Parameters section,
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a. Click | to select the FIC MIS Date.
b. Enter the Run Execution Description.

c. Click () to select the Contractual Run Execution ID from the browser and then click
OK. This is the execution ID of the underlying Contractual Run.

fé Contractual Run Execution ID Broweser - Windows Inte... | = = 24
s Search
i1
= Contractual Rum Execution D=
Members
A 1404802 4349183

Figure 51 Contractual Run Execution ID Browser

d. Reporting Currency, Exchange Rate Source and LCR Horizon fields are disabled and
display the values which are selected as part of the contractual Run execution.

Note:

e Except for business assumptions which are selected as part of the Run
parameters all other Run parameters are displayed.

e Run Execution Parameter Definition does not have an approval process.
4. Execute the Run as per one of the following methods:
Click Create Batch to create batches for execution from the batch execution window.
Or,
Click Execute to execute the Run from the Run Execution Parameters window itself

5. Click Close to return to the Run Management Summary window.

7.9.1.3 Executing a Stress Run

To execute a Stress Run, perform the following steps:

1. Click Run Management on the LHS menu of the LRM Application to open the Run Management
Summary window.
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2. Click to select a Stress Run from the list of Runs and click o icon.

Run Execution Parameters

Liquidity Risk Management » Run Execution Parameters

4 Linked To

Falder LRMSED Aecass Type ReadAlite (©) Read Onky

% Run Definition Details

Run Mame * Run Desoription

% Run Farameters

Purpose * U.5. Fed Liquidty Ratio Caloulation Fun Type * Stress

Baseline Run US Fed Liqudity Ratio AU

Time Bucket Definition * LRM Time Busket - 40 Conselidation Type Solo

Consolidation Level Business Day Convention Pror

Include Interest Cash Flows @ Yes © o fpproximate Interest @ Yes © Mo

Fonward Rate Interpolation Method Linear PAssumptions Applied To el g L H s

@ Original Balance/Cash Flows

# Legal Entity $election +
Legal Entity 1

1-141

% Run Execution Farameters

FIC WIS Date * = Run Execution Deseription
Contrastual Run Excution 1D [
Reporting Cumsncy = Exchange Rate Source Bloomberg

LCR Harizon n Days)

3. All the fields are same as explained for Contractual and BAU Runs. The only exception is that a
stress Run is based on a Business as usual Run. All the parameters specified as part of the Run
execution parameter window are displayed in an un-editable form. This is based on the selection
of the BAU Run. There is a direct mapping between a BAU and a Stress definition in the stress
testing framework.

7.10 Run Execution Summary

To view the summary of all the Run executions of a particular Run, click = to select a Run from the list of

Runs in the Run Management Summary window and click icon.

3 | Services Analytical Applications Infrastructure Connected T
CRACLE e ot Dot
s of Date:

§# Liquidity Risk Management
- [ Holiday Calendar

fun Manzsgement Summary @ |
[ Applicstion Preferences —— =
7H] Time Bucket =
8 BLisinass Assumption Run Nams Folder LRMSEG +
& Run Management Appraval Status - Run Type -
* ™ Counter Balancing Strategy
# Run Management Summary e |BoE= & | = 1-13/13 Jump to page
[7] Run Name Run Type Purpase Modified By | Modification Date ¥ | Approved By | Approved Date Folder | Approval Status
[T] b test un Contractual FR 2052 b Repa Genaration LRMGAUSER 7/22014 2001544 LRMGAUSER 7/8201420:15:58 LRMSEG Approved
D 4a test run Contractual FR 2052 a Report Generation LRMGAUSER 7/3/2014 20:13:43 LRMGAUSER 7/8/201420:13:58 LRMSEG Approved
[C] bis contractual test Contractual Basel Il Liquidity Ratio Calculstion LRMGAUSER 7/920142012:27  LRMGAUSER 7/9/201420:12:39  LRMSEG Approved
D us BAU July9 Business-AsUsual 1.8, Fed Liquidity Ratio Caleulation LRMGAUSER 7/3/2014 16:16:55 LRMGAUSER 7/9/2014 16:17:11 LRMSEG Approved
US LR BAU BusinessAslisual LS. Fed Liquidity Ratio Caloulation LRMGAUSER 702014110201  LRMGAUSER 782014110224 LRMSEG Approved
I [ S Contractual Contractual 11.5. Fed Liquidity Ratio Calculation LRMGAUSER 7/320141100:08  LRMGAUSER 79/2014 11:00:47 LRMSES Approved
o |[F] Dewverify Stress 1 Stress 118, Fed Liquidity Ratio Calculation LRMGAUSER 772014215634  LRMGAUSER 77/20142150:18  LRMSES Approved
1 D US Fed Liqudity Ratio BAU  Business-AsUsual 1.8, Fed Liquidity Ratio Caleulation SYSADMMN 5/22/2014 15:55:08  SYSADMMN 6/22/201400:00:00 LRMSEG Approved
[] Basel Il - BAL BusinessAsLsual Basel Il Liquidity Ratio Calculation  SYSADMN 5222014 12:47:03  SYSADMN  5/22/201400:0000 LRMSEG Approved
[7] Bassl Il - Contractual Contractual Basel lll Liquidity Ratio Calculstion  SYSADMN 52202014 12:42:38  SYSADMN 5222014000000 LRMSES Approved
[ LRMS-A Contractual FR 2052 2 Repor Gensration SYSADMN 4282014 142740 SYSADMN 5222014000000 LRMSEG Approved
D LRMG - B Contractual FR 2052 b Report Generation SYSADMN 42872014 12:37:14  SYBADMMN 6/22/201400:00:00 LRMSEG Approved
[[] USFedLCR Contractual  Contractual U5, Fed Liquidity Ratio Calculation SYSADMN  &/26/2014 13:35:32  SYSADMN 4292014000000 LRMSES Approved
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The Run execution summary is displayed as follows:

Run Execution Summary

Liquidity Rigk Management > Run Execution Summary

£ Linked To

Folder

# Run Oefinition Details

Run Name =

# Run Farameters
Purposs
Contractual Run *

Time Bucket Definition =

Consolidation Lewel

Include Interest Cash Floms

Faomward Rate Interpalation Methad

# Legal Entity Selection

Legal Entity 11

A Run Execution Details

LRMSEG Access Type ReadAnirite Read Only

Run Description

U.5. Fed Liquidity Ratio Calculation Fun Type Business-AsUsual
LRM Time Budket - 4G Cansolidation Type Salo
Business Day Convention Prins
Yes (' No Approsimate Interest ves ©)No

Ch, ing Bal -/Cash Fl
Linzar Assumptions Applisd To D S TSR (IS

Original Balance/Cash Flows

| & =144

| = i
Contractual / Baseline

Run Exacutien D FIC MIS Date Reporting Currency Exchangs Rate Source Confidence Interal LCR Horizon fin Days) Exzcution Status Execution Date

1404002860600~2 1203172013 1404802434918 US Dollar Bloomberg - a0

Run Exgcution 1D

Suscessful 2014-07-00 16:17:50.0

1404902859608~2 1203172013 1404502434218 US Dollar Bloamberg - 30 Failed 2014-07-09 18:56:10.0

A Business Assumptions
Assumption Name
US LCR HOLA Haireut

= 1-141
Wession Humber fssumption Category
o Walug Change

Figure 52 Run Execution Summary window

1. All the parameters entered as part of the Run Definition window are displayed in an un-editable

form.

2. Run execution details section displays the Run execution parameters specified for each
execution.

3. Business assumptions section displays the details of the business assumptions selected as part
of each Run. This is applicable only in case of a Business-as-Usual or Stress Run. The details
are displayed in a tabular format in the Business assumption section is as follows:

a.

Assumption Name: This column displays the name of the business assumption selected
as part of the Run.

Version Number: This column displays the version number of the BAU or stress
assumption that was used for computations as part of the selected Run execution. Click
the version number to launch the Business Assumption Definition window that displays
the specific version of the selected business assumption.

Assumption Category: This column displays the assumption category selected as part
of the Run.

Additionally for Stress Run, the following fields are displayed:

Stress Assumption Name: This column displays the name of the stress assumption
selected as part of the Run.
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b. Stress Version Number: This column displays the version number of the BAU or stress
assumption that was used for computations as part of the selected Run execution. Click
the version number to launch the Business Assumption Definition window that displays
the specific version of the selected business assumption.

c. Stress Assumption Category: This column displays the stress assumption category
selected as part of the Run.

d. Time Bucket Definition Validation: This column checks and displays if the Time Bucket
Definition under Run Parameters section and the Time Bucket Definition under Business
Assumptions section in Run Definition match.

Refer section Approving Run Definitions to know how to retire a definition and view the approval

summary.
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8 Counterbalancing Strategies

8.1 Overview

The Counterbalancing Strategy module of Oracle Financial Services Liquidity Risk Management aids
banks in developing contingency funding plans to address the liquidity hotspots observed during stress
scenarios of varying magnitudes. A counterbalancing strategy or a contingency funding plan refers to
certain measures undertaken by banks to minimize or nullify the gaps identified under the BAU and
Stress conditions. The purpose is to identify the large negative and positive liquidity gaps across defined
time buckets and apply counterbalancing actions that will reduce the gaps.

A range of counterbalancing strategies, consisting of one or multiple counterbalancing positions covering
the fire sale of marketable and fixed assets, creation of new repos, rollover of existing repos and raising
fresh deposits or borrowings, can be defined easily in order to bridge the liquidity gaps observed under
different business conditions. This module enables banks to dynamically assess and update their
contingency funding plans based on the changing market and business conditions thereby ensuring
complete preparedness to combat potential liquidity shocks.

The LRM 3.0 application, gives you the option of applying five different types of Counterbalancing
Strategies to generate new cash flows and manage huge negative and positive liquidity gaps. These
include:

e Sale of Marketable Assets
e Sale of Other Assets

e Rollover of Existing Repo’s
e New Repo’s

e New Funding

The liquidity gaps and other metrics, calculated post counterbalancing, are displayed in the Liquidity Risk
dashboard of ALM Analytics for each counterbalancing strategy definition.

Note:

Counterbalancing strategies are applied to the liquidity gap results of a specific execution of an existing
contractual, business-as-usual or stress Run.

8.2 Counterbalancing Strategy Definition

The Counterbalancing Strategy Definition has the following sections for defining parameters:
e Details
e Liquidity Gap Report

e Counterbalancing Positions

8.2.1 Details

The following details must be specified for the counterbalancing strategy:

e Counterbalancing Strategy Name: Enter Counterbalancing Strategy Name.
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e Description: Enter the description of the counterbalancing strategy.

The following details of a particular execution of the underlying Run to which the counterbalancing
strategy is to be applied are selected.

e FIC MIS Date: Select the as of date of the Run to which the counterbalancing strategy is to be
applied

e Run Type: Select the type of Run on which you want to apply the counterbalancing strategy.
Options available in the drop-down are Contractual and BAU.

e Run Selection: Select the Run to which the Counterbalancing Strategy needs to be executed.

e Run Execution ID: Select the Run execution ID of the selected Run to which counterbalancing
strategy needs to be executed.

e Currency: Select the reporting currency or local currency as an option. This will be executed on
the selected currency type over the selected Run.

e Legal Entity: Select the legal entity to which the counterbalancing strategy needs to be executed.

e Baseline Run: Select the baseline Run to which the counterbalancing strategy needs to be
executed. When you click the selection button, Run Selection Browser appears which will allow
you to select the Run.

e Stress Scenario: If you have selected stress Run for executing the counterbalancing strategy
then this drop-down allows you to select the stress scenario to which counterbalancing strategy
needs to be executed.

e Time Bucket Level Selection: Select the time bucket level selection to which the
counterbalancing strategy needs to be executed.

e Values to be shown in multiples of: Click this dropdown to select to display the values in
multiples of thousands, millions and billions.

8.2.2 Liquidity Gap Report

This section displays the liquidity gaps calculated as part of the selected execution of the selected Run at
the time bucket level and in terms of multiples selected as part of the Details section. It will be at selected
level and at the selected value. It will either be in millions or billions or thousands based on your selection

above. The Liquidity Gap report is generated once you click == putton.

8.2.3 Counterbalancing Positions

This section allows you to add one or multiple counterbalancing positions, which together constitute a
counterbalancing strategy. When u click the add icon, the Counterbalancing Strategy Definition
window is displayed where you can specify the counterbalancing positions to be applied.

Counterbalancing Strategy Definition window allows you to add the following types of counterbalancing
positions in the LRM Application:

e Sale of Marketable Assets:
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e Sale of Other Assets
e Rollover of Existing Repos
o New Repos

e New Funding

8.2.3.1 Sale of Marketable Assets

This section enables you to select individual instruments or assets which are to be sold. These are
instruments of security that are marketable. This position allows you to sell a marketable instrument prior
to its maturity to generate new cash flows. Additional cash inflow can be generated by the sale of
marketable assets. Unencumbered marketable assets (identified through encumbrance status and
marketable asset indicator) are available as a part of this counterbalancing strategy.

To select individual marketable instruments that are to be sold click the add icon. The Instrument
Selection Browser window is displayed where you can select the Instrument to which Sale of Marketable
Asset Counterbalancing Strategy is to be applied. The list of instruments displayed in the Instrument
Selection Browser window is taken from the table Fact Common Account Summary table where
Marketability Indicator is set to Y. You can alternatively search for the instrument by selecting the various
filter options in the Advanced Filter field. The information is auto populated from the Fact Common
Account Summary table when you select the instrument in the Instrument Selection Browser window.

The following details of each selected instrument are displayed:
e Instrument
e Natural Currency
e Legal Entity
e Instrument Maturity Date
e Units Available
e Market Value Per Unit (NCY)
e Market Value Per Unit (Converted)
¢ No. of Days for Liquidation
e Sale Limit
Additionally you must specify the following sale parameters:

e No. of Units / Percentage to be Sold: Enter the number of units or percentage of the instrument
to be sold based on the Sale Limit parameter selected.

e Discount (in %): Provide information on the discount on the price of the instrument. Discount
should be entered in Percentage.

e Revised Inflow Bucket: Select the inflow bucket where the stated cash inflow will occur.

The cash flows are calculated as follows:
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In case of a Consolidated Run, sale is specified at a Consolidated Level as well as at a Solo
level. In case sale is specified at a Solo level, then all legal entities that belong to the holding
company including the holding company itself is displayed for the purpose of selection. In case of
a Solo Run, it is always specified at the Solo level that is, the level at which the calculations are
carried out.

The revised MTM value estimated after applying the Change in Value of Assets business
assumption is taken for the purpose of estimating the inflow from the sale of marketable assets.

Units to be Sold as well as Percentage to be Sold is supported.

The Units/Amount Available depends on the Sale Limit that is specified. For instance, if the total
units of Bond A held by the legal entity are 100 and a sale limit of 50% is specified, then, only 50
units of Bond A are allowed to be sold while counterbalancing.

If all the available units of an asset are sold then it should disappear from the Marketable Assets
Browser. In case of partial sale, only the balance units/amount appears in the Units Available
column for further counterbalancing actions (For example, creation of new repo’s).

If an instrument is sold partially, then it is allowed to be selected again for the purpose of sale
provided the sale parameters differ (For example, with a different discount rate or time bucket).

8.2.3.2 Sale of Other Assets

This section enables you to create cash inflow by sale of marketable assets. Unencumbered marketable
assets (identified through encumbrance status and marketable asset indicator) are available as a part of
this counterbalancing strategy.

To add Sale of Other Assets Counterbalancing Strategy click the add icon. By clicking this link The Non-
Marketable Asset Selection Browser window appears where you can select the Non-Marketable Asset to
which Sale of Other Assets Counterbalancing Strategy is to be applied. The information is auto populated
from the Fact Common Account Summary table when you select the Asset in the Instrument Selection
Browser window.

The following details of each selected instrument are displayed:

Asset

Natural Currency

Legal Entity

Asset Value(NCY)

Asset Value (Converted)
Number of Days for Liquidation

Sale Limit

Additionally you must specify the following sale parameters:

Value of Assets to be Sold: Enter the percentage of the instrument to be sold based on the Sale
Limit parameter selected.
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e Discount (in %): Provide information on discount provided on the price of the instrument.
Discount should be entered in percentage.

e Revised Inflow Bucket: Select the inflow bucket where above stated cash inflow will occur.

The cash flows are calculated as follows:

e In case of a Consolidated Run, sale is specified either at a Consolidated Level or at a Solo level.
In case of a Solo Run, it is always specified at the Solo level.

e The revised MTM value estimated after applying the Change in Value of Assets business
assumption is taken for the purpose of estimating the inflow from the sale of other assets.

e Amountto be Sold as well as Percentage to be Sold is supported.

e The Units/Amount Available depends on the Sale Limit that is specified. For instance, if the total
value of Land held by the legal entity is $10000000 and a sale limit of 30% is specified, then land
worth a maximum of $3000000 is allowed to be sold while counterbalancing.

e If an asset is sold partially, then it is allowed to be selected again for the purpose of sale provided
the sale parameters differ (For example, with a different discount rate or time bucket).

8.2.3.3 Rollover of Existing Repos

Rollover refers to rescheduling of cash outflows to a future date. This is applied at an individual repo
position level.

To add Rollover of Existing Repos Counterbalancing Strategy click the add icon. By clicking this link the
Repo Selection Browser is displayed where you can select the Repo to which Rollover of Existing Repos
Counterbalancing Strategy is to be applied. The list of Repos to be rescheduled, displayed in the
Instrument Selection Browser window is taken from the Fact Common Account Summary table and Stage
Account Cash Flow table where encumbrance status is set to ‘N’ and it's a Repo Transaction. You can
alternatively search for the instrument by selecting the various filter options in the Advanced Filter field.
The information is auto populated from the Fact Common Account Summary table when you select the
Repos in the Instrument Selection Browser window.

The following details of each selected instrument are displayed:
e Repo Name
e Natural Currency
e Legal Entity
e Counter Party
¢ Repo Maturity Date
e Repo Maturity Amount (NCY)
e Repo Maturity Amount (Converted)
e Underlying Instrument
e Instrument Maturity Date
e Units Available
e Market Value Per Unit (NCY)
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o Market Value Per Unit (Converted)

Additionally you must specify the following parameters:
e Units to be Rolled Over: Provide information on the number of units to be rolled over.

e Revised Maturity Bucket: Specify the Revised Time Bucket into which the repo values are to be
readjusted. Revised Maturity Bucket should fall within the range of the number of days to maturity
of the underlying instrument.

e Haircut (in %): Provide the Haircut in %.

The cash flows are calculated as follows:

e In case of a Consolidated Run, rollover is specified either at a Consolidated Level or at a Solo
level. In case of a Solo Run, it is always specified at the Solo level.

e All repo like instruments are supported as part of this counterbalancing action including repo’s,
reverse repo’s, buy/sell backs and sell/buy backs.

8.2.3.4 New Repos

Creation of a new repo, results in a cash inflow and a corresponding outflow based on the date of
contract and maturity date specified for the position. New repos can be created for the following types of
debt instruments:

e Unencumbered securities (identified through encumbrance status)
e Securities for which the bank has re-hypothecation rights (indicator for re-hypothecation rights)
The calculation of a new repo deal is similar to the calculation of rollover of existing repos. You can

select the set of securities to create a new repo deal.

To add New Repos Counterbalancing Strategy click the add icon. By clicking this link the Instrument
Browser window is displayed where you can select the instrument to which New Repos Counterbalancing
Strategy is to be applied. The list of instruments displayed in the Instrument Selection Browser window is
taken from the table Fact Common Account Summary table where the underlying is a Repo. You can
alternatively search for the instrument by selecting the various filter options in the Advanced Filter field.
The information is auto populated from the Fact Common Account Summary table when you select the
Instrument to be purchased.
The following details of each selected instrument are displayed:

e Instrument

e Natural Currency

e Legal Entity

e Availability Start Date

e Availability End Date

e Units Available

e Market Value per Unit(NCY)

e Market Value per Unit (Converted)
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Repo Limit
Counter Party

Revised Maturity Amount

Additionally you must specify the following parameters:

No and Units to be Repo’d: Enter the number of units to be repo’d.
Haircut (in %): Provide the Haircut in %.

Revised Inflow Bucket: Enter the Revised Inflow Bucket, that is, in which bucket you are going
to purchase the Instrument.

Revised Maturity Bucket: Enter the Revised Maturity Bucket

The cash flows are calculated as follows:

In case of a Consolidated Run, new repo’s are created at a Consolidated Level or at a Solo level.
In case of a Solo Run, it is always created at the Solo level.

All repo like instruments are supported as part of this counterbalancing action including repo’s,
reverse repo’s, buy/sell backs and sell/buy backs.

The revised MTM value estimated after applying the Change in Value of Assets business
assumption is taken for the purpose of estimating the cash flow from the creation of new repo’s.

Units to be Repo’d as well as Percentage to be Sold is supported

The Units Available depends on the Repo Limit that is specified. For instance, if the total units of
Bond A held by the legal entity are 100 and a repo limit of 40% is specified, then only 40 units of
Bond A are allowed to be repo’d while counterbalancing.

If all available units of an asset are repo’d then it should disappear from the Marketable Assets
Browser. In case of partial repo, only the balance units/amount appears in the Units Available
column for further counterbalancing actions (e.g. sale of marketable assets).

If only some units of an instrument are repo’d, then it can be selected again for the purpose of
repo provided the repo parameters differ (e.g. with a different haircut or time bucket).

In case of repo’s and repo like transactions, the inflow amount is calculated as Units Repo’d *
MTM Value * (1-Haircut). The outflow is specified by the user. The outflow bucket is greater than
the inflow bucket. In case of reverse repo’s and similar transactions, the outflow amount is
calculated as Units Repo’d * MTM Value * (1-Haircut). The inflow is specified by the user. The
inflow bucket is greater than the outflow bucket.

Exposure to an existing counterparty while creating new repo’s is allowed only up to the
counterparty limit specified. For instance if the counterparty limit is specified as 1 Million for
Counterparty X, the current exposure is 900000, then creation of new repo’s is allowed only up to
an exposure of 100000 against Counterparty X.
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8.2.3.5 New Funding

A new funding (deposits or borrowing) creates a cash inflow on the specified date. The LRM Application
allows you to specify the select product, borrowing date (inflow date), borrowed amount, maturity date
and amount.

To add New Funding Counterbalancing Strategy click add. By clicking this link the Product Browser
window is displayed where you can select the Product to which the New Funding Counterbalancing
Strategy is to be applied. The list of products to be purchased displayed in the Instrument Selection
Browser window is taken from the table GL Master, where GL items with GL Type as Liability is
considered. You can alternatively search for the instrument by selecting the various filter options in the
Advanced Filter field.

The following details of each selected instrument are displayed:
e Product
e Legal Entity
e Line of Business
e Natural Currency
e Counter Party
Additionally you must specify the following parameters:

e Inflow Bucket: You need to specify the Inflow Bucket that is in which bucket you are going to
purchase the Instrument.

e Inflow Amount: You need to specify the amount you are going to purchase in a given bucket.
e Maturity Bucket: You need to specify the Maturity Bucket in which instrument is maturing.
e Maturity Amount: You need to specify the Maturity Amount of the instrument.
The cash flows are calculated as follows:
e Currency and Counterparty are selected for each funding product.

e In case of a consolidated Run, the legal entity will be selected for each funding product. In case of
a Solo Run, the legal entity for which the calculations are being carried out is displayed by
default.

¢ New funding is allowed to be raised from an existing counterparty only up to the counterparty limit
specified.

8.2.4 Liquidity Gap Report Post Counterbalancing

This section displays the Post Counterbalancing Gap Report of the selected Run. This grid is populated
once you click the Apply Counterbalancing button. Once you have defined the Counterbalancing
Strategy, this Apply Counterbalancing button allows you to generate a Gap Report of the selected Run
after applying the Counterbalancing Strategy.
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8.3 Understanding Counterbalancing Strategy Summary

To open the Run Management window, in Oracle Financial Services Analytical Applications
Infrastructure window choose, Risk Applications > Liquidity Risk Management > Counter Balancing
Strategy on the Left-Hand Side (LHS) menu.

bances Counterbalancing Strategy Summary

EEA® | *

P — Legutsaty | Curress; ¥ e [ Crmstion Gute | Lant Moifiori By | Land Boitiont Datr

Figure 53 Counterbalancing Strategies Summary

The Counterbalancing Strategies Summary window of the LRM application allows you to define/execute a
Counterbalancing Strategy in the LRM Application.

This is the search section which contains multiple parameters. You can specify one or multiple search
criteria in this section. When you click the search icon, depending up on the search criteria, this filters and
displays the relevant search combination parameters under the list of Counterbalancing Strategies.

Search

Field\lcon Description

This icon allows you to search the counterbalancing
strategy on the basis of the search criteria specified.
Search criteria include a combination of Name, Run
Search e} Name, Execution Date or Legal Entity. The
counterbalancing strategies displayed in the
Counterbalancing Strategy summary table are
filtered based on the search criteria specified on

clicking of this icon.

This icon allows you to reset the search section to its
default state that is, without any selections.
Reset Resetting the search section displays all the existing
counterbalancing strategies in the Counterbalancing
Strategies Summary table.

This section allows you to search the pre-defined
Counterbalancing Strategy on the basis of the
Counterbalancing Strategy Name Counterbalancing Strategy name. Specify the
Counterbalancing Strategy Name to search for the
pre-defined Counterbalancing Strategy.

This section allows you to search the pre-defined
Run Counterbalancing Strategy on the basis of the Run

Name. Specify the Run Name here to search for the
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Search

Field\lcon

Description

pre defined Counterbalancing Strategy.

Run Execution Date

This section allows you to search the pre-defined
Counterbalancing Strategy on the basis of Execution
Date. Specify the Execution Date here to search for
the pre-defined Counterbalancing Strategy.

This section allows you to search the pre-defined
Counterbalancing Strategy on the basis of Legal

Legal Entity ] ) )

Entity. Specify the Legal entity to search for the pre-

defined Counterbalancing Strategy.

Table 67 Counterbalancing Strategy - Search
List of Runs
Icon Name Icon Description

Add This icon allows you to define a new Counterbalancing Strategy.
View =l This icon allows you to view the selected Counterbalancing Strategy.
Edit 4 This icon allows you to edit the selected Counterbalancing Strategy.
Delete Ef This link allows you to delete the selected Counterbalancing Strategy.

Table 68 Counterbalancing Strategy Summary

8.4 Defining Counterbalancing Strategies

The process of defining Counterbalancing Strategies remains unchanged from LRM version 2.0.

After executing BAU and Stress Runs, Counterbalancing Strategies are applied to the liquidity gaps

identified after execution of the Run.

The step-by-step procedure to apply Counterbalancing Strategies on indentified liquidity gaps is as

follows:

1. Click in the counterbalancing strategy summary window. The Counterbalancing
Strategy Definition window appears to define the counterbalancing strategy.

Countnckalancing Strategy Definition
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Figure 54 Counterbalancing Strategy Definition

2. Enter the name of the counterbalancing strategy in the field Counterbalancing Strategy
Name.

3. Enter the Description of the Counterbalancing Strategy.

Click E]to select the FIC MIS Date field.

Select the type of Run (Contractual or Business-As-Usual) under field Run Type.

Click E]to select the Run Name in the Run Selection field.
Select the Run Execution ID from the dropdown.

Select the Currency for which the Counterbalancing Strategy is to be executed.

© © N o

Select the Legal Entity for which the Counterbalancing Strategy is to be executed.
10. Select the level at which the Time Buckets are to be displayed.

11. Select the Values to be shown in multiples of Thousands, Million or Billion, shown in the
preceding figure:

l._r'.'#
12. Click ~ °  to display the Liquidity Gap Report, shown in the following figure:

Liquidity Position Time Bucket

Overnight  1-1Days | 2-2Days | 3-3Days | 4-4Days | 5-56Days 6-6Days | 7-7Days &-8Days | 9-9Days | 10-10Days 11-11Days 12-12Days 13-13Days | 14-14Days @ 15-15Days | 16-16Days

Inflow 0.00 0.00 79724 0.00 0.00 21.24 9.58 0.00 17.41 0.00 0.00 0.00 1,150.65 0.00 79.83 0.00
Outflow 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Gap 0.00 0.00 797.34 0.00 0.00 21.24 9.98 0.00 7.4 0.00 0.00 0.00 1,150.65 0.00 79.83 0.00

[
Figure 55 Liquidity Gap Report

13. Click button in the Counterbalancing Positions section to view the Add
Counterbalancing Position screen. In this screen you can define five different types of
counterbalancing strategies.

14. Each counterbalancing strategy has its own edit option () which will allow you to select
the instrument from the Instrument Selection Browser screen and subsequently apply the
counterbalancing strategy to the identified Liquidity Gap. A detailed explanation in relation
to the inputs required for each counterbalancing strategy is provided in the section
Counterbalancing Positions.

If an additional instrument is to be added then click button and repeat the above stated procedure.

Note:
The errors below may appear while defining Counterbalancing Strategies:

oThe Counterbalancing strategy name already exists. Please specify a different name: This
error appears if you enter the name of the counterbalancing strategy which is already defined
then system.

oThe upper bound of the Inflow Bucket cannot be less than MIS Date + No. of Days for
Liguidation: This error appears when the time bucket selected is less than execution date.

oUnits to be sold cannot be greater than the Units Available: This error message appears if the
given units to be sold are more than the units available for the selected instrument.

oDiscount % needs to be between 0 and 100%: This error message appears if the values
provided in the discount field is not between Zero and Hundred.

0.0
0.01

0.0

Oracle Financial Software Services Confidential-Restricted 223



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

oRevised Maturity Bucket should fall within the range of the number of days to maturity of the
underlying instrument: If the revised maturity date bucket entered is greater than the maturity
date of the underlying, this error pop up message would appear.

15. Click Validate to validate the entries updated by you or else click OK after defining the
counterbalancing strategy.

16. Click Apply Counterbalancing in the Counterbalancing Strategy Definition screen to

execute the Counterbalancing Strategy and view the updated report with the revised

liquidity gaps.
You can now view the time bucket wise gap report and see the impact of each counterbalancing strategy
selected in the Liquidity Gap Report Post Counterbalancing section. You can save these strategies for
future use by clicking the Save button.
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9 Cash Flows

9.1 Overview of Cash Flows

Every Product is identified based on its Balance Sheet Category as one of the following:
e Asset
e Liability
e Off Balance Sheet

Cash flows are of two types:
e Account Cash Flow

e Mitigant Cash Flow or Collateral Cash Flow

9.1.1 Account Cash Flow

Account cash flows consist of inflows and outflows that occur from a particular account on a periodic
basis under contractual terms. The account can be either an asset or a liability. For example, a bank
could disburse a bullet loan where interest payments occur periodically, on say a quarterly basis, while
the principal is repaid as a single bullet payment at the maturity of the loan. Also, a bank could disburse a
loan on EMI basis where both principal and interest is repaid in equal monthly instalments across the life
of the loan.

9.1.2 Mitigant Cash Flow or Collateral Cash Flow

Mitigant or collateral cash flows are cash flows received from the underlying collateral given to the bank
by its counterparty, provided, the ownership of the underlying collateral has been transferred to the bank.
For example, if a bank has received bonds as collateral against a 5-year loan that it has disbursed, and if
the ownership of the collateral is transferred to the bank, then the bank has the right to receive the
periodic coupon payments on the underlying bonds till the maturity of the loan. If the ownership of the
underlying collateral is not transferred to the bank, then the periodic coupon payments are not payable to
the Bank, but will remain with the owner of the collateral.

Similarly, in case of collateral posted by a bank to its counterparty, if the ownership of such an asset is
transferred then the cash flows occuring on the collateral will not be considered by the bank during the
encumbrance period of the collateral. If the ownership of the collateral is not transferred, then all cash
flows from the underlying asset are considered by the bank for its computations.

9.1.3 Inflows and Outflows

Contractual cash flows could either be inflows or outflows. Inflows and outflows can occur for both assets
and liabilities. For instance, a forward-starting liability transaction can have one or multiple inflows
signifying the start of the transaction and one or multiple outflows including principal and interest payment
signifying repayment of the liability.
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The above inflows and outflows are categorized based on the Cash Flow Type in the Account Cash
Flows Staging table. An inflow is identified by the Cash Flow Type is ‘I'. If however, the Cash Flow Type
is ‘O, then it is classfied as an Outflow.

9.1.4 Principal and Interest Cash Flows

Further these inflows and outflows are categorized as either Principal or Interest cash flows based on the
Financial Element Code in the Account Cash Flows Staging table. If the Financial Element Code is ‘I',
then it is identified as an Interest Cash Flow. However, the Financial Element Code is ‘P, then it is
classfied as a Principal Cash Flow.

9.1.4.1 Approximation of Interest Cash Flows

Oracle Financial Services Liquidity Risk Management v3.0 takes both principal and interest cashflows into
consideration based on user selection. Calculation of the impact of each business assumption on interest
cash flows is supported in two ways:

e Business assumption values are applied to both principal and interest cash flows
e Assumption values are applied to principal cash flows only and interest is approximated

If you select the Include Interest Cash flow parameter in the Run Definition window as Yes, both principal
and interest cash flows are taken considered for calculations. If you select the Approximate Interest
parameter as Yes, then the business assumption is applied only to the principal cash flows and the
interest cash flows are approximated based on changes to the principal. If you select Include Interest
Cash flow parameter is selected as Yes and Approximate Interest parameter is selected as No, the
business assumption values are applied to both principal and interest cash flows. However, this
application depends on the manner in which the business assumption is defined as follows:

i. If you have selected Cash Flow Type as a dimension in the business assumption and the
dimension member as Principal, then assumption is applied only to the principal cash flows.

ii. If you have selected Cash Flow Type as a dimension in the business assumption and the
dimension member as Interest, then assumption impacts only Interest cash flows.

iii. If you have selected Cash Flow Type as a dimension in the business assumption and the
dimension member as Principal and Interest, then assumption is applied to both principal and
interest cash flows.

iv. If you have not selected Cash Flow Type as a dimension in the business assumption, then
assumption is applied to both principal and interest cash flows.

If Include Interest Cash Flow parameter is selected as No, only principal cash flows are considered and
interest cash flows are ignored.
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The procedure for approximating interest is provided below:

1.
2.

Obtain the principal and interest cash flows under contractual terms.

Bucket the contractual cash flows based on the user specified time buckets while distinguishing
between interest and principal cash flows in each time bucket.

Calculate the outstanding balance in each bucket under contractual terms. The outstanding balance
in the first time bucket will be the EOP balance. The formula for calculating the outstanding balance
for each subsequent bucket is as follows:

0/5 Balancegy ket ncontractual = 05 Balancegyeyer noy contractual — Principal CFeycger no1 contractual
Where,

O/S Balance : Outstanding Balance

CF : Cash Flows

Apply the business assumption to estimate principal cash flows. In case of balance based
assumptions, this applies to the EOP balance. In case of cash flow based assumptions, this applies
to the principal cash flows in a given bucket.

Calculate the outstanding balance in each bucket under business-as-usual or stress terms. The
outstanding balance in the first time bucket will be the EOP balance. The formula for calculating the
outstanding balance for each subsequent bucket is as follows:

0/5Balance Bucketn, Assumption = 0/5 BalanEEEuﬂe:r.-i_ Assumption ~ Revised Principal CFEuﬂE:T'.-l_ Assumption

Calculate the impact on interest cash flows in each bucket under business-as-usual or stress terms
as per the following formulas:

0/5 Balancegygier nAssumption *10terest CFgy et nE:lntra:'tual)

Interest CF L=
Bucket nAssumption 0/S Balanceg, pier o Contractual

Chﬂﬂge in Interest CFEu:kEt nAssumption — Interest CF Bucket n, Assumption ~ Interest CFE'J.ﬂEI n, Contractual

lllustration 1: Impact on Interest Cash Flows under Run-off Assumption

Run-off  [From To IAssignment |Assumption Assumptio | Based Product
Bucket Bucket Method Unit n Value On
1-3 Cash Flow [Loan
Months 1-7 Days Selected Percentage 10
Table 69 Example giving the Ul Specification for Run-off Assumption
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Note: In the following lllustration both Principal and Interest are downloads.

Contractual Cash Flows

Measure
Overnight 1-7 Days 8-15 Days 16-30 Days 1-3 Months
Principal 150 250 330 700 610
Outstanding
Balance 1850 1600 1270 570
2000
(Refer Point (2000-150) (1850-250) (1600-330) (1270-700)
3)
Interest 20 40 45 80 70
Measure Business Assumption
Overnight 1-7 Days 8-15 Days 16-30 Days 1-3 Months
Assumption
. . . . ()61
impacted Nil (+) 61 Nil Nil
o (610*10%)
Principal
Revised
Principal CF 150 311 330 700 549
(post _ _ )

+ + + + + (-
business (150 + Nil) (250 + 61) (330+Nil) (700 + Nil) {610 + (-)61}
assumption)

Outstanding
Balance 1850 1539 1209 509
2000
(Refer Point (2000 — 150) (1850 — 311) (1539-330) (1209-700)
5)
Interest
(Refer Point 20 40 43.28 76.16 62.5
6) (45/1600*1539) (80/1270*1209) (70/570*5009)

Table 70 Example showing Impact on Interest Cash Flows under Run-off Assumption
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lllustration 2: Impact on Interest Cash Flows under Growth Assumption

Run-off  |[From To Assignment |Assumption Assumptio | Based Product
Bucket Bucket Method Unit n Value On
EOP Loan
1-7 Days Pvernight - - 0 Balance
16-30 Days [Equal Percentage 20
Table 71 Example giving the Ul Specification for Growth Assumption
Note: In the following lllustration both Principal and Interest are downloads.
Contractual Cash Flows
EOP Balance 2000
Table 72 Download Data
Contractual Cash Flows
Measure
Overnight 1-7 Days 8-15 Days 16-30 Days 1-3 Months
Principal 150 250 330 700 610
Outstanding
Balance 1850 1600 1270 570
2000
(Refer Point (2000-150) (1850-250) (1600-330) (1270-700)
3)
Interest 20 40 45 80 70
Measure Business Assumption
Overnight 1-7 Days 8-15 Days 16-30 Days 1-3 Months
Assumption
impacted Nil -400 200 200 Nil
Principal
Revised
Principal CF -150
(post 150 250+ () 530 900 610
business (150 + Nil) 400} (330+200) (700 + 200) (610 + Nil)
assumption)
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Outstanding 2000 1850 2000 1470 570
Balance (2000-150) {1850- (-150)} (2000-530) (1470-900)
Total Interest 56.25 92.59
20 40 (45/1600*2000) 70
(80/1270*1470)
Change in 11.25 12.59
Interest Nil Nil (56.25-45) (92.59-80) Nil

Table 73 Example showing Impact on Interest Cash Flows under Growth Assumption

lllustration 3: Impact on Interest Cash Flows under Growth Assumption (Cash Flow based)

Run-off  |[From To Assignment |Assumption Assumptio | Based Product
Bucket Bucket Method Unit n Value On
1-7 Days Pvernight - - 0 Cash Flow [Loan
16-30 Days [Equal Percentage 20

Table 74 Example giving the Ul Specification for Growth Assumption (Cash Flow Based)

Note: In the following lllustration both Principal and Interest are downloads.

Contractual Cash Flows
Measure
Overnight 1-7 Days 8-15 Days 16-30 Days 1-3 Months
Principal 150 250 330 700 610
Outstanding
Balance 1850 1600 1270 570
2000
(Refer Point (2000-150) (1850-250) (1600-330) (1270-700)
3)
Interest 20 40 45 80 70
Measure Business Assumption
Overnight 1-7 Days 8-15 Days 16-30 Days 1-3 Months
Assumption
. : (-) 50 .
impacted Nil 25 25 Nil
o (250*20%)
Principal
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Revised
Principal CF 200
(post 150 250+ () 355 725 610
business (150 + Nil) 50} (330+25) (700 + 25) (610 + Nil)
assumption)
Outstanding
1850 1650 1295 570
Balance 2000
(2000-150) (1850-200) (1650-355) (1295-725)
Total Interest
20 40 46.41 81.57 70
(45/1600*1650) (80/1270*1295)
Change in
1.41 1.57
Interest
Nil Nil (46.41-45) (81.57-80) Nil

Table 75 Example showing Impact on Interest Cash Flows under Growth Assumption(Cash Flow Based)

The application supports the inclusion or exclusion of interest cash flows based on the Run parameters
selected by the user. This is also impacted by the inclusion or exclusion of cash flow type as a dimension
in the business assumption. The next section details multiple scenarios with different combination of
parameters and their impact on interest cash flows.

Scenario 1: When Interest cash flows are approximated.

1. Do not include Cash Flow Type as a dimension in the business assumption (Principal + Interest
will be considered).

2. In Run Definition window,
Select Yes in Include Interest Cash Flow and,
Select Yes in Approximate Interest.

In the above scenario, only Principal cash flows will be impacted. Interest cash flows will be approximated
based on change to principal.

Scenario 2: When interest cash flows are calculated without approximating interest.

1. Do not include Cash Flow Type as a dimension in the business assumption (Principal + Interest
will be considered).

2. In Run Definition window,
Select Yes in Include Interest Cash Flow and,
Select No in Approximate Interest.

In the above scenario, both Principal and Interest cash flows will be impacted.
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Scenario 3: When interest cash flows are not considered for computation.

1. Do not include Cash Flow Type as a dimension in the business assumption (Principal + Interest
will be considered).

2. In Run Definition window, select No in Include Interest Cash Flow.
In the above scenario, no impact on Interest cash flows as they are not considered for computation and
reporting.
Scenario 4: When interest cash flows are approximated.
1. Include Cash Flow Type as a dimension and select Principal in the business assumption.
2. In Run Definition window,
Select Yes in Include Interest Cash Flow and,
Select Yes in Approximate Interest.

In the above scenario, only Principal will be impacted. Interest cash flows will be approximated based on
change to principal.

Scenario 5: When Principal is selected as a dimension.
1. Include Cash Flow Type as a dimension and select Principal in the business assumption.
2. In Run Definition window,
Select Yes in Include Interest Cash Flow and,
Select No in Approximate Interest.

In the above scenario, Principal will be impacted because only Principal is selected as a dimension.
There will be no change in the interest cash flow amounts.

9.2 Cash Flow Aggregation

The application buckets the cash flows at the granularity of the level 0 buckets specified as part of the
selected time bucket. Once bucketed, the account cash flows are aggregated at the granularity of the
combination of user-specified and mandatory dimensions selected as part of the Application Preferences
window. Refer section Mandatory Dimension Configuration for more information. Cash flows are
aggregated as part of the contractual Run, on the basis of the dimensional attributes of each account.
Further, business assumptions are applied to the aggregated cash flows and not at the individual cash
flow level.

9.3 Currency Conversion

Cash flows, account balances and other input data is captured and stored in terms of the natural currency
of the account. The application converts cash flows and balances from its natural currency to the local or
reporting currency based on the prevailing spot rates or forward rates, as specified by you. Local currency
is provided for each legal entity as a download while the reporting currency is selected at the time of Run
execution.
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The features of currency conversion in the LRM Application are as follows:
e Option to select forward exchange rate or spot rate for currency conversion.

e Forward exchange rate is interpolated to the cash flow date using linear or log linear interpolation
method, as specified by you.

e |f a direct quote between currencies is not available then an indirect quote is used. For currency
pairs that do not have a quotation against each other, either direct or indirect, the cross exchange
rate is calculated using the direct quotes available against US Dollar (USD) for each currency, as
USD is considered as the base currency in each quote. The base currency can be configured in
the SETUP MASTER table.
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10 Liquidity Gaps and Cumulative Gaps
10.1 Liquidity Gaps

Liquidity gap is the mismatch in a bank’s inflows and outflows from various assets and liabilities, due to
the difference in the behavior exhibited by the customers. This gap can be positive or negative,
depending on whether the bank has more inflows than outflows and vice versa. Liquidity gap can change
over the course of each day based on the deposits and withdrawals made and other behavior of the bank
as well as its customers.

Liquidity gap is calculated as follows at each user-specified time bucket:

Liquidity Gap = Cash Inflows — Cash Outflows

Oracle Financial Services Liquidity Risk Management computes the liquidity gap under contractual terms,
business-as-usual conditions and stress scenarios. The liquidity gap status under contractual terms is
computed based on the cash flows received from an ALM system. Business-as-usual and stress business
assumptions are applied to contractual cash flows to obtain gaps under BAU and stress scenarios. The
process of creating a business assumption is detailed in Defining a New Business Assumption section.
The process of creating contractual and business-as-usual Runs is detailed in Defining a Contractual Run
and Defining a Business-as-Usual Run sections respectively and stress Runs in Defining a Stress Run
section.

10.2 Cumulative Gaps

Cumulative Gap gap is the net gap from today up to a given time horizon or time bucket in future. It is
calculated as the sum of liquidity gaps from the first time bucket up to each future time bucket.
Cumulative gap can be positive or negative, depending on whether cumulative inflows are greater than
the cumulative outflows and vice versa.

Cumulative gap is computed as follows:

n

Cumulative Gapr = Z Liquidity Gapr
T=1

Where,
T : Each time bucket
N : Total number of time buckets

Cumulative gap is computed under contractual terms, business-as-usual conditions and stress scenarios.
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In the below example, Numerical Example (in $).

Time Bucket 1-14 Days 15-28 Days 29 Days — 3 Months 3-6 Months
Inflows 500 300 1000 2000
Outflows 200 500 1250 1500
Liquidity Gap 300 -200 -250 500
[=500-200] [=300-500] [=1000-1250] [=2000-1500]
Cumulative Gap 300 100 -150 350
[=300+(-200)] [=100+(-250)] [=-150+500]

In the preceding example, the cumulative gap at the end of 6 months works out to $350 whereas the
liquidity gap in the 3-6 months time bucket is $ 500.

10.3 Consolidation

Liquidity gaps are calculated on a consolidated basis post intercompany transaction elimination.
Additionally, restrictions on transferability of liquidity to the parent company are taken into account.

The liquidity transferability for liquidity gap calculation is captured for each legal entity at the level of each
bucket as an absolute amount or percentage. If there is a negative gap in any time bucket it is considered
in its entirety during consolidation. Liquidity transferability can be specified in the following two ways:

1. Transferability of Excess Liquidity up to a certain level in each Time Bucket

This approach specifies the quantum of excess liquidity that can be transferred. This can be specified
as an absolute amount or a percentage. For example, the inflows for Legal Entity 1 in Time Bucket
1 are $25 million, outflows are $10 million and the gap or excess liquidity is $15 million.

Example:
Liquidity transferability for Legal Entity 1 is specified as ‘up to $ 5 million of excess liquidity in each
time bucket. In this case, the transfer of excess liquidity to the parent company for consolidation is
restricted to $5 million per time bucket. Any excess liquidity beyond $5 million is not transferred.

2. Transferability of excess liquidity beyond a certain level in each Time Bucket

This approach specifies the quantum of excess liquidity that cannot be transferred. This can be
specified as an absolute amount or a percentage.

Example:

Liquidity transferability is specified as ‘beyond $12 million of excess liquidity in each Time Bucket.

In this example, the excess liquidity to be retained by the legal entity is $12 million. Any excess
liquidity beyond $12 million can be transferred to the parent company during consolidation.
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For instance, a restriction on transferability of excess liquidity is set at $2 million for each Time
Bucket -for each legal entity. This means, that you cannot transfer $2 million. Any excess to that

can be transferred.

The liquidity gap position at Time Bucket 1 for each legal entity is as follows:

Legal Entity 1 | Legal Entity 2 Legal Entity 3 Legal Entity 4 | Legal Entity 5 Total
Inflows 25 12 13 15 4 69
Outflows 19 15 11 15 3 63
Gap 6 -3 2 0 1 6
Excess
Liquidit
a Y 4 0 0 0 0 4
to be
transferred
New
Inflows 21 12 13 15 4
) 65
Available (25-4) (12-0) (13-0) (15-0) (4-0)
to Group 1
Table 76 Example showing Liquidity Gap Position at Time Bucket 1
Consolidated Gap for Group 1 = Inflows - Outflows
=65-63
=2
Oracle Financial Software Services Confidential-Restricted 236




User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

11 BIS Basel lll Liquidity Ratio Calculation

11.1 Overview of BIS Basel Ill Liquidity Ratio Guidelines

Various parameters in Liquidity Risk Management help in analyzing the liquidity status of the
bank. Liquidity ratios are one such parameter prescribed in the Basel Il Guidelines. There are
two types of ratios which are calculated by the LRM Application as follows:

Liguidity Coverage Ratio: Liquidity coverage ratio addresses the short-term liquidity
needs of an institution during a stress situation. It estimates whether the stock of
high quality liquid assets is sufficient to cover the net cash outflows under stress
situations over a specified future period, in general, lasting 30 calendar days (or
LCR horizon). Liquidity coverage ratio is calculated at the legal entity level, on a
standalone and consolidated basis.

Net Stable Funding Ratio: This addresses the medium and long-term liquidity needs
of a bank during a stress situation. It specifies the minimum amount of stable
funding required to be maintained in order to promote stable long term funding.

11.2 BIS Basel lll Liquidity Coverage Ratio Calculation

11.2.1 Inputs

Inputs required for Liquidity Coverage Ratio calculated by the LRM Application are as follows:

e Liquidity haircut for each asset level should be provided through business
assumption with assumption category as valuation change and assumption sub
category as haircut.

e Business assumption which defines the outflow percentage should be defined
through appropriate business assumptions. For example, retail deposit Run off is
defined through business assumption with category as incremental cash flow and
sub category as Run-off.

e Business assumption which defines the inflow percentage should be defined through
appropriate business assumptions. For example, Roll over reverse repo is defined
through business assumption with category as cash flow movement and sub
category as roll over.

o Liquidity Horizon is specified as the Run time parameter

11.2.2 Liquidity Ratio Calculation Process Flow

This section aims to explain the procedure of calculating the Liquidity Coverage Ratio (LCR).
o Asset level identification

e Deposit Stability Identification
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Calculation of Stock of High Quality Liquid Asset (SHQLA)
Calculation of Net Cash Outflows (NCOF)
Calculation of Liquidity Coverage Ratio

Consolidation

11.2.2.1 Asset level Identification:

A set of Asset Reclassification Rules which assigns an Asset Level to each account is
supported by the LRM Application. Level 2 assets are sub categorized to Level2A and
Level 2B-RMBS and Level 2B- non RMBS assets. Levell assets can be included without
limit and Level 2 assets can only comprise 40% of the stock of HQLA. Of this, Level 2B
assets can only comprise of 15% of stock of HQLA. If any asset is not assigned to Level 1,
Level 2, Level 2A or Level 2B asset category, they are marked as Other Assets.

1. Level 1 Assets

The assets are considered as Level 1 assets which qualify to be fully included as part of the
stock of high quality liquid assets computing LCR:

1.

2.

3.

Cash , that is, coins and banknotes

Central bank reserves (including required reserves), to the extent that the central bank
policies allow them to be drawn down in times of stress. These include
a. Banks’ overnight deposits with the central bank
b. Term deposits with the central bank that satisfy the following conditions:
e They are explicitly and contractually repayable on notice from the
depositing bank
e They constitute a loan against which the bank can borrow on a term
basis or on an overnight but automatically renewable basis (only
where the bank has an existing deposit with the relevant central
bank)
Note:
The extent to which the central bank reserves can be included in the stock of HQLA is
provided by the local supervisors in agreement with the relevant Central Bank.

Marketable securities which satisfy the following conditions:
e Issuer type or Guarantor Type is one of the following:
0 Sovereign
Central Bank

0 Public Sector Entity
0 Multi-lateral Development Bank
0 The Bank For International Settlements
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0 The International Monetary Fund
0 The European Central Bank and European Commission
e They are assigned a 0% risk-weight under the standardized Approach of
Basel Il
¢ Not an obligation of a financial institution or any of its affiliated entities
Note:
This means that a financial institution or its affiliated entities are not
responsible for payment to be made to the holder of a security.
Securities, that are guaranteed by the government but which is a liability
of a financial institution, do not qualify as HQLA. The exception is if the
financial institution is a Public Sector Entity (PSE).

4. Debt securities issued in domestic currencies in the country in which the liquidity risk is
being taken or in the bank’s home country where the issuer type is sovereign or central
bank and the risk weight assigned to the sovereign is greater than 0%.

5. Debt securities issued in foreign currencies are eligible up to the amount of the bank’s
stressed net cash outflows in that specific foreign currency stemming from the bank’s
operations in the jurisdiction where the bank’s liquidity risk is being taken, where the
issuer type is domestic sovereign or central bank and the risk weight assigned to the
sovereign is greater than 0%.

2. Level 2A Assets

The assets which are considered as Level 2A assets are as follows:
1. Marketable securities which satisfy the following conditions:
e |ssuer type or Guarantor Type is one of the following:
0 Sovereign
o Central Bank
0 Public Sector Entity
0 Multi-lateral Development Bank

e They are assigned a 20% risk-weight under the standardized Approach
of Basel Il

e Price has not decreased or haircut has not increased by more than
10% over a 30-day period during a relevant period of significant
liquidity stress which is specified by the bank

¢ Not an obligation of a financial institution or any of its affiliated entities

Note: Marketable securities are very liquid securities that can be
converted into cash quickly at a reasonable price.
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2. Corporate debt securities (including commercial paper) and covered bonds
which satisfy the following conditions:

e Issuer type is not a financial institution or its affiliated entities

e |ssuer type is not the bank itself for which the computations are being
carried out or any of its affiliated entities (in case of covered bonds)

e Either has

0 A long-term credit rating by a recognized External Credit
Assessment Institution (ECAI) equal to or greater than AA- or

o If long-term rating is not available, then a short-term credit
rating by a recognized ECAI which is equal to or greater than
AA- or

o If it does not have assessment by a recognized ECAI, the
probability of default as per the internal rating corresponding to
a rating which is equal to or greater than AA-

e Price has not decreased or haircut has not increased by more than
10% over a 30-day period during a relevant period of significant liquidity
stress which is specified by the bank

3. Level 2B Assets

The assets which are considered as Level 2B assets and may be included as part of
Level 2 assets for the purpose of computing LCR subject to supervisory approval:

1. Residential mortgage backed securities (RMBS) which satisfy the following
conditions:

e |ssuer type is not the bank itself for which the computations are being
carried out or any of its affiliated entities

e |Issuer type of the underlying assets is not the bank itself for which the
computations are being carried out or any of its affiliated entities

e Either has

0 A long-term credit rating by a recognized External Credit
Assessment Institution (ECAI) equal to or greater than AA or

o If long-term rating is not available, then a short-term credit
rating by a recognized ECAI which is equal to or greater than
AA

Note: A residential mortgage-backed security is comprised of a pool of
mortgage loans created by banks and other financial institutions. The cash
flows from each of the pooled mortgages is packaged by a special purpose
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entity into classes and tranches, which then issues securities and can be
purchased by investors.

e Price has not decreased or haircut has not increased by more than
20% over a 30-day period during a relevant period of significant
liquidity stress which is specified by the bank

e The underlying asset pool consists of residential mortgages only and
does not contain any structured products

e The underlying mortgages are “full recourse” loans and have a
maximum Loan-To-Value ratio (LTV) of 80% on average at issuance

e The securitizations are subject to “risk retention” regulations which
require issuers to retain an interest in the assets they securitize

2. Corporate debt securities (including commercial paper) which satisfy the
following conditions:

e Issuer type is not a financial institution or its affiliated entities
e Either has

o A long-term credit rating by a recognized External Credit
Assessment Institution (ECAI) between A+ and BBB- or

o If long-term rating is not available, then a short-term credit
rating by a recognized ECAIl which is between A+ and BBB- or

o If it does not have assessment by a recognized ECAI, the
probability of default as per the internal rating corresponding to
a rating which is between A+ and BBB-

e Price has not decreased or haircut has not increased by more than
20% over a 30-day period during a relevant period of significant
liquidity stress which is specified by the bank

3. Common equities which satisfy the following conditions:
e Issuer type is not a financial institution or its affiliated entities
e Are exchange traded and centrally cleared

e Are a constituent of the major stock index in the legal entity’s home
jurisdiction or where the liquidity risk is taken, as decided by the
supervisor in the jurisdiction where the index is located

e Are denominated in the domestic currency of the legal entity's
home jurisdiction or in the currency of the jurisdiction where the
liquidity risk is taken
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e Price has not decreased or haircut has not increased by more than
40% over a 30-day period during a relevant period of significant
liquidity stress which is specified by the bank

11.2.2.2 Calculation of Stock of High Quality Liquid Asset (SHQLA):

SHQLA is calculated at legal entity and currency granularity. This is performed by the
rule LRM - SHQLA Computation.

BIS has introduced changes to the calculation of stock of HQLA in its document Basel
lll: The Liquidity Coverage Ratio and Liquidity Risk Monitoring Tools. Version 3.0
supports the revised LCR computation requirements of BIS.

High Quality Liquid Assets (HQLA) can be converted into cash with little or no loss of
value. The fundamental characteristics of HQLA are low risk, ease and certainty of
valuation, low correlation with risky assets and listed in developed or recognized
exchange.

Only those assets that are unencumbered on Day 0 of the calculation of stock of
HQLA and remain unencumbered throughout the liquidity horizon can be included in
the stock of high quality liquid assets. The exception to this rule is the assets received
in reverse repo transaction.

Assets received in reverse repo transactions which are technically encumbered over
the liquidity horizon under contractual terms, that is, are held by bank and the maturity
of the transaction is beyond the liquidity horizon, can be included in the stock of high
quality liquid assets.

The formula for calculating SHQLA is as follows:

Stock of HQLA = Post Haircut Stock of Level 1 Assets
+ Post Haircut Stock of Level 24 Assets
+ Post Haircut Stock of Level 2B RMBS Assets
+ Post Haircut Stock of Level 2B non RMBS Assets
— Adjustment due to Cap on Level 2B Assets
— Adjustment due to Cap on Level 2 Assets

Haircut values for Level 1 Asset = 0%

Haircut values for Level 2 A Asset = 15%

Haircut values for Level 2B RMBS Asset = 25%
Haircut values for Level 2B Non RMBS Asset = 50%

The Market Values are multiplied by (1-Haircut)
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Note:

1.

The stock of level 1 and level 2 assets is the total value of level 1 and level 2

assets after applying the relevant liquidity haircuts but before applying adjustments

specif

ied above. The adjustments only impact the calculation of cap on level 2B

assets and level 2 assets.

2.
specif

Level 2 assets that are excluded from the stock of HQLA due to the 40% cap
ied should not be included as inflows for the purpose of calculating the

denominator of the LCR formula. However, securities that do not meet level 1 and 2

asset

criteria can be included as inflows.

Additional Qualification

1.

Only banking book assets qualify as high quality liquid assets. Trading book
assets are not considered while calculating stock of HQLA. The cash flows from
trading book assets are taken into account in the denominator of the LCR
formula. For this purpose, a new dimension Book Code is introduced to
differentiate between trading book and banking book.

Assets that are used as hedges on trading positions, designated to cover
operational costs, provided as collateral or pledged to secure, collateralize or
credit-enhance any other transaction should not be included in the stock of
HQLA. The exception to this rule is the assets received as collateral as part of
securities borrowing transactions maturing within the liquidity horizon, such as
reverse repos, collateral swaps etc. Such assets can be included in the stock
of HQLA if they satisfy the conditions set out for level 1 and level 2 assets,
provided they are not re-hypothecated or sold within the liquidity horizon.

Assets that are used to hedge structural interest rate risk can be included in the
stock of HQLA provided they fulfill other level 1 or level 2 asset eligibility
criteria.

All assets that are available from day 1 to fund gaps between inflows and
outflows, including those held in a pool at a major electronic collateral
management system, can be considered in the stock of HQLA if they meet all
criteria and are unencumbered.

If assets are partially encumbered, then the unencumbered portion is taken into
the stock of HQLA. For instance, unused portion of collateral pledged at the
central bank can be part of the stock of HQLA.

If a collateral pool consists of assets of different levels which cannot be
separately sold or repo’d, then the eligibility for stock of HQLA is determined by
the asset with the lowest level in the pool. For instance if 40% of the pool
consists of level 1 assets and 60% of level 2 assets, then the entire pool is
considered as level 2 assets for the purpose of calculating stock of HQLA.
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1. Calculation of Stock of Level 1 Assets:

Total Level 1 Asset amount is calculated and stored at legal entity and currency granularity. This
process is performed by a Table to Table (T2T) transformation in the Liquidity Coverage Ratio
Run, namely LRM_LCR_DATA_POPULATION.

The stock of Level 1 Assets is calculated as the sum of all assets falling under the category of
Level 1 Assets.

2. Calculation of Stock of Level 2 Assets:

Level 2 assets are further classified as Level 2A and Level 2B. Level 2 assets are not
allowed to exceed 40% of the total stock of HQLA after applying haircuts. Level 2B
assets may be included at the discretion of the local supervisors.

Total Level 2 Asset amount used is calculated and stored at legal entity and currency
granularity. This process is done by a T2T Transformation in the Liquidity Coverage
Ratio Run, namely LRM_LCR_DATA_ POPULATION.

The stock of Level 2 Assets is calculated as the sum of all assets falling under the category of
Level 2A Assets + sum of all assets falling under the category of Level 2B Assets.

3. Adjustments to Stock of High Quality Liquid Assets

The process of calculating adjustments to stock of HQLA due to cap on Level 2 assets
is calculated based on the adjusted amount of level 1 and 2 assets.

a) Calculation of Adjusted Stock of Level 1 Assets

The items which result in adjustments to the stock of Level 1 assets:

A.  Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, conducted with the bank’s domestic
central bank, backed by Level 1 assets which would otherwise qualify as HQLA

B.  Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, conducted with the bank’s domestic
central bank, backed by Level 2A assets which would otherwise qualify as HQLA

C. Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, conducted with the bank’s domestic
central bank, backed by Level 2B RMBS assets which would otherwise qualify as
HQLA

D. Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, conducted with the bank’s domestic
central bank, backed by Level 2B non-RMBS assets which would otherwise qualify as
HQLA

Oracle Financial Software Services Confidential-Restricted 244



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

E. Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, not conducted with the bank’s domestic
central bank, backed by Level 1 assets which would otherwise qualify as HQLA

F. Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, not conducted with the bank’s domestic
central bank, backed by Level 2A assets which would otherwise qualify as HQLA

G. Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, not conducted with the bank’s domestic
central bank, backed by Level 2B RMBS assets which would otherwise qualify as
HQLA.

H.  Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, not conducted with the bank’s domestic
central bank, backed by Level 2B RMBS assets which would otherwise qualify as
HQLA, where the counterparties are domestic sovereigns, Multi-Lateral
Development Banks (MDBs) or domestic PSEs with a 20% risk weight

l. Amount received (prior to applying Run-offs) from secured funding or repo
transactions that mature within LCR horizon, not conducted with the bank’s domestic
central bank, backed by Level 2B RMBS assets which would otherwise qualify as
HQLA, where the counterparties are not domestic sovereigns, MDBs or domestic
PSEs with a 20% risk weight

J. Market value of Level 1 assets provided as collateral for secured funding or
repo transactions conducted with the bank’s domestic central bank that mature within
LCR horizon, which would otherwise qualify as HQLA

K. Market value of Level 1 assets provided as collateral for secured funding or
repo transactions not conducted with the bank’s domestic central bank that mature
within LCR horizon, which would otherwise qualify as HQLA

L. Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by Level 1
assets which qualify as HQLA, where the collateral is not re-used (that is, is not re-
hypothecated) to cover the reporting institution's outright short positions

M.  Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by Level 2A
assets which qualify as HQLA, where the collateral is not re-used (that is, is not re-
hypothecated) to cover the reporting institution's outright short positions

N.  Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by Level 2B
RMBS assets which qualify as HQLA, where the collateral is not re-used (that is, is
not re-hypothecated) to cover the reporting institution's outright short positions
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O. Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by Level 2B non-
RMBS assets which qualify as HQLA, where the collateral is not re-used (that is, is
not re-hypothecated) to cover the reporting institution's outright short positions

P. Market value of Level 1 assets received as collateral in a reverse repo or
security borrowing transactions with residual maturity < LCR horizon, which qualify as
HQLA, where the collateral is not re-used (that is, is not re-hypothecated) to cover the
reporting institution's outright short positions

Q. Market value of Level 1 assets lent (given) in a collateral swap transaction with
residual maturity < LCR horizon, which would otherwise qualify as HQLA

R.  Market value of Level 1 assets borrowed (received) in a collateral swap
transaction with residual maturity < LCR horizon, which qualifies as HQLA

Adjustments to stock of level 1 assets are calculated based on the above mentioned
items as follows:

Adjustments to Stock of Level 1 Assets
=—A-B-C-D-E—-F—-G-H-I+J+K+L+M+N+0
-P+Q-R

Adjusted Amount of Level 1 Assets is calculated as per the following formula:

Adjusted Level 1 Assets
= Maximum [(Post Haircut Stock of Level 1 Assets

+ Adjustments to Stock of Level 1 Assets). 0]

b) Calculation of Adjusted Stock of Level 2A Assets
The items which result in adjustments to the stock of Level 2A assets are as follows:

A. Market value of Level 2A assets provided as collateral for secured funding or
repo transactions conducted with the bank’s domestic central bank that mature within
LCR horizon, which would otherwise qualify as HQLA

B. Market value of Level 2A assets provided as collateral for secured funding or
repo transactions not conducted with the bank’s domestic central bank that mature
within LCR horizon, which would otherwise qualify as HQLA

C. Market value of Level 2A assets received as collateral in a reverse repo or
security borrowing transactions with residual maturity < LCR horizon, which qualifies
as HQLA, where the collateral is not re-used (that is, is not re-hypothecated) to cover
the reporting institution's outright short positions

D. Market value of Level 2A assets lent (given) in a collateral swap transaction
with residual maturity < LCR horizon, which would otherwise qualify as HQLA
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E. Market value of Level 2A assets borrowed (received) in a collateral swap
transaction with residual maturity < LCR horizon, which qualifies as HQLA

Adjustments to stock of level 2A assets is calculated based on the above mentioned

items as follows:

Adjustmentsto Stock of Level 24 Assets=A+EB—-C+D - E

Adjusted Amount of Level 2A Assets is calculated as per the following formula:

Adjusted Level 24 Assets
= (Pre Haircut Stock of Level 24 Assets
+ Adjustments to Stock of Level 24 Assets)) x Haircut

Pre Haircut Stock of Level 2A Assets = Stock of Level 2A Assets before applying the
haircut.

c) Calculation of Adjusted Stock of Level 2B RMBS Assets

The items which result in adjustments to the stock of Level 2B RMBS Assets are as
follows:

A. Market value of Level 2B RMBS assets provided as collateral for secured
funding or repo transactions conducted with the bank’s domestic central bank that
mature within LCR horizon, which would otherwise qualify as HQLA

B. Market value of Level 2B RMBS assets provided as collateral for secured
funding or repo transactions not conducted with the bank’s domestic central bank that
mature within LCR horizon, which would otherwise qualify as HQLA

C. Market value of Level 2B RMBS assets received as collateral in a reverse repo
or security borrowing transactions with residual maturity < LCR horizon, which
qualifies as HQLA, where the collateral is not re-used (that is, is not re-hypothecated)
to cover the reporting institution's outright short positions

D. Market value of Level 2B RMBS assets lent (given) in a collateral swap
transaction with residual maturity < LCR horizon, which would otherwise qualify as
HQLA

E. Market value of Level 2B RMBS assets borrowed (received) in a collateral
swap transaction with residual maturity < LCR horizon, which qualifies as HQLA

Adjustments to stock of level 2B RMBS assets is calculated based on the above
mentioned items as follows:

Adjustments to Stock of Level 2B RMBS Assets= A+ B—-C+D—-E
Adjusted amount of level 2B RMBS assets is calculated as per the following formula:
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Adjusted Level 2B RMBS Assets
= (Pre Haircut Stock of Level 2B RMBS Assets
+ Adjustmentste Stock of Level 2B RMBS Assets) * Haircut

Pre Haircut Stock of Level 2B RMBS Assets = Stock of Level 2B RMBS Assets before
applying the haircut.

d) Calculation of Adjusted Stock of Level 2B Non-RMBS Assets

The items which result in adjustments to the stock of Level 2B non-RMBS Assets are
as follows:

A. Market value of Level 2B non-RMBS assets provided as collateral for secured
funding or repo transactions conducted with the bank’s domestic central bank that
mature within LCR horizon, which would otherwise qualify as HQLA

B. Market value of Level 2B non-RMBS assets provided as collateral for secured
funding or repo transactions not conducted with the bank’s domestic central bank that
mature within LCR horizon, which would otherwise qualify as HQLA, where the
counterparties are domestic sovereigns, MDBs or domestic PSEs with a 20% risk
weight

C. Market value of Level 2B non-RMBS assets provided as collateral for secured
funding or repo transactions not conducted with the bank’s domestic central bank that
mature within LCR horizon, which would otherwise qualify as HQLA, where the
counterparties are not domestic sovereigns, MDBs or domestic PSEs with a 20% risk
weight

D. Market value of Level 2B non-RMBS assets received as collateral in a reverse
repo or security borrowing transactions with residual maturity < LCR horizon, which
qualifies as HQLA, where the collateral is not re-used (that is, is not re-hypothecated)
to cover the reporting institution's outright short positions

E. Add market value of Level 2B non-RMBS assets lent (given) in a collateral
swap transaction with residual maturity < LCR horizon, which would otherwise qualify
as HQLA

F. Market value of Level 2B non-RMBS assets borrowed (received) in a collateral
swap transaction with residual maturity < LCR horizon, which qualifies as HQLA

Adjustments to stock of level 2B RMBS assets is calculated based on the above
mentioned items as follows:

Adjustmentsto Stock of Level 2B non RMBS Assets=A+ B+ C—-D+E—F

Adjusted amount of level 2B non-RMBS assets is calculated as per the following
formula:
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Adjusted Level 2B non RMBS Assets
= (Pre Haircut Stock of Level 2B non RMBS Assets
+ Adjustmentste Stock of Level 2B non RMEBS Assets)

% Haireut

Pre Haircut Stock of Level 2B Non RMBS Assets = Stock of Level 2B Non RMBS
Assets before applying the haircut.

e) Calculation of Adjusted Stock of Level 2B Assets

Adjusted amount of level 2B assets is calculated as per the following formula:

Adjusted Level 2B Assets
= Adjusted Level 2B RMES Assets
+ Adjusted Level 2B non RMES Assets

f) Adjustment to Stock of HQLA Due to Cap on Level 2B Assets

Adjustment to Stock of HQLA due to cap on Level 2B assets is calculated as follows:

Adjustment due to Cap on Level 2B Assets

Adjusted Level 2B Assets

= Maximum [

;

13
83

* (Adjusted Level 1 Assets

+ Adjusted Level 24 Asseots) )] [ﬂdjw;‘tgd Level 2B Assets

15 )
- (ﬁ # Adjusted Level 1 Assets ]], l}]

g) Adjustment to Stock of HOLA Due to Cap on Level 2 Assets

Adjustment to Stock of HQLA due to cap on Level 2 assets is calculated as follows:

Adjustment due to Cap on Level 2 Assets
= Maxbmum “deusted Level 24 Assets + Adjusted Level 2B Assets

— Adjustment due to Cap on Level 2B Assets
7 3
- (Ex Adjusted Level 1 Assets ]] D-]

11.2.2.3 Calculation of Net Cash Outflows (NCOF)

1. Cash inflow computation:
Cash inflow is the sum of all the cash inflows that occur within the specified liquidity
horizon and for all the accounts which are marked as other assets and inflows from
liabilities (arising from Forward Starting Transactions). This process is performed by the
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rule LRM - Cash Inflow Computation. The formula for calculating cash inflow is as
follows:

Cash inflow = z Cash inflow,
i=1

Where n= All the accounts which are marked as Other Assets and inflows from liabilities (arising
from Forward Starting Transactions) and their cash flow date is less than the liquidity horizon.

2. Cash outflow computation: Cash outflow is the sum of all the cash outflows that occur
within the specified liquidity horizon and for all the accounts which are marked as
liabilities and outflows from assets (arising from Forward Starting Transactions). This
process is performed by the Rule LRM - Cash Outflow Computation. The formula for

calculating Cash Outflow is as follows:

Cash Outflow = Cash Qutflow;

T
i=1

Where n= All the accounts which are marked as liabilities and outflows from assets (arising from
Forward Starting Transactions) and their cash flow date is less than the liquidity horizon.

3. Net cash outflow computation (NCOF): Net Cash Outflow is derived from cash inflow
and cash outflow. This is performed at the granularity of legal entity and currency. This
process is performed by the Rule LRM - NCOF Computation.

Net cash out flow is defined as total expected cash outflow minus total expected inflows in the
specified horizon. Total expected cash outflows are calculated by multiplying the outstanding
balances of various categories or types of liabilities and off-balance sheet commitments by the
rates at which they are expected to Run off or be drawn down. Total expected cash inflows are
calculated by multiplying the outstanding balances of various categories of contractual
receivables by the rates at which they are expected to flow in under the scenario up to an
aggregate cap of 75% of total expected cash outflows.

Note:

1. In Contractual Run, Total expected cash flows are the total outstanding balances of various
categories or types of liabilities and off-balance sheet commitments. This value is not multiplied
by the Run off rates specified by Basel.
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2. In Business as usual or stress Run, the total expected cash flows, which are the total outstanding
balances of various categories or types of liabilities and off-balance sheet commitment, are
multiplied by the Run off rates specified by Basel.

3. If an asset is included as part of the stock of HQLA (that is, the numerator), the associated cash
inflows cannot also be counted as cash inflows (that is, part of the denominator)

The formula for calculating net cash outflow is as follows:

NCOF = Cash Outflow — Minimum ({Cash Inflow},{75% of Cash Outflow})

11.2.2.4 Calculation of Liquidity Coverage Ratio:

Liquidity coverage ratio is calculated at legal entity and Currency Granularity and stored in the
database. This is performed by the Rule LRM - Liquidity Coverage Ratio Computation.

The formula for calculating liquidity coverage ratio is as follows:

Stock of High Quality Liquid Asset (SHQLA)
Net Cash Outflow (NCOF)

Liquidity Coverage Ratio =

The formula to calculate LCR at legal entity level only is as follows:

Liquidity Coverage Ratio
2, Stock of High Quality Liquid Asset (SHQLA),
¥  Net Cash Outflow (NCOF),

—-—i=1

where n = Total Number of distinct Currencies available in the Legal Entity

11.2.2.5 Alternative Liquidity Approaches

Some jurisdictions may have insufficient supply of Level 1 assets or Level 1 and Level 2 assets.
In such a case, banks may not be able to purchase adequate HQLA in order to cover their net
cash outflows. In case of such shortfall in HQLA, alternative liquidity approaches may be applied
for the given jurisdiction in order to meet the minimum level of LCR. These alternative treatments

include:

. Option 1 — Contractual committed liquidity facilities from the relevant central bank, with a
fee

. Option 2 — Foreign currency HQLA to cover domestic currency liquidity needs

. Option 3 — Additional use of Level 2 assets with a higher haircut

An assessment is conducted by each jurisdiction to determine if each of the alternative liquidity
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approaches may be adopted by banks within that jurisdiction. Additionally, the maximum usage of
the options is specified by regulators for each jurisdiction. This can be specified individually, at
the level of each alternative approach, or collectively for all approaches.

In the current liquidity risk application this is captured at “Legal Entity” level.

Level 1 Asset .
Legal . Alternative
: (Required
Entity approaches
HQLA)
LE 1 25% 75%
LE 2 40% 60%

Table 77 Level 1 HQLA Limit

The Level 1(HQLA) limit is specified for each legal entity and they have to adhere to it.
Alternative liquidity approaches can only be used when they meet the Level 1 (HQLA)
requirement.

1. Option 1 — Contractual committed ligquidity facilities from the relevant central bank,
with a fee

Option 1 increases the Stock of HQLA. For currencies in which sufficient HQLA is not available,

the bank can add the amount to Stock of HQLA from Product Type Contractual Committed

Liquidity Facilities from the Central Bank. This computation happens in LRM LCR Optionl

Computation Process.

Data is first inserted in the table with Option Type as Option 1 and then a set of Rules are
executed which updates the Option 1 Amount, the Stock of HQLA, and then recalculates the
Liquidity Coverage Ratio post Options 1.

Banks should adhere to the following criteria in order to able to adopt option 1. They should have
drawdown facility that is, should be receiving lines of credit by central bank on committed liquidity
facilities. This should fulfill the following conditions:

a) Should not be regular central bank standing arrangements that is, these are contractual
arrangements between the central bank and commercial bank.

b) These contractual arrangements mature outside the 30 day LCR Horizon.

c) These arrangements are irrevocable prior to maturity and involve no ex-post credit
decision by the central bank.

d) These facilities are charged for a fee irrespective of the amount, if any, drawn down and
the fee is set so that banks which claim the facility line to meet the LCR, and banks which
do not, have similar financial incentives to reduce their exposure to liquidity risk.

Note: The type of collateral that is acceptable for securing these facilities is indicated by the
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respective central bank.

2. Option 2— Foreign currency HOLA to cover domestic currency liguidity needs

Option 2 increases the Stock of HQLA. For currencies in which sufficient HQLA is not available,
the bank can add the amount to Stock of HQLA from foreign currency. Stock of HQLA from
foreign currencies can only be added if there is extra Stock of HQLA available in foreign currency.
This computation happens in LRM LCR Option2 Computation Process.

Data is first inserted in the table with Option Type as Option 2 and then a set of Rules are
executed which brings in the extra Stock of HQLA from foreign Currency and adds it to the Stock
of HQLA of the currency where the funds are insufficient. Once the Option amount and New
Stock of HQLA is updated then Liquidity Coverage Ratio is recalculated.

This option allows HQLA in foreign currencies to be used to cover the net cash outflows in
domestic currency. These currencies are classified as Major currencies and Other Currencies.

In order to account for the foreign exchange risk, banks are expected to apply a minimum haircut
of 8% on the major currencies and higher on other currencies.

Note: Other Currencies haircut is considered at a minimum of 10%.

Haircuts are specified against each currency pair. Example: Haircut for USD and GBP 8%,
Haircut for GBP and AUD 10% and so on. These haircuts are applicable only to that portion of the
foreign currency HQLA that is in excess of a threshold specified by each regulator.

For every Legal Entity there would be a threshold for applying haircuts which is calculated by the

following formula:
Max Amt of Total Net Cash Outflows in Domestic Ccy to be covered by Foreign Cey HQLA

Amt of Total Net Cash Outflows in the Domestic Ccy

Where,
Domestic Ccy = Currency in which the HQLA is insufficient to cover net cash outflows

This threshold cannot exceed 25% for a given Legal Entity. The sequence of the currencies is
specified by the concerned bank.

Note: While applying this threshold the first foreign currency is considered and then the threshold
is applied.

3. Option 3— Additional use of Level 2 assets with a higher haircut

Option 3 increases the Stock of HQLA for currencies in which sufficient HQLA is not available,
banks can take the additional amount from Asset 2 if available. This computation happens in
LRM LCR Option3 Computation process.
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Data is first inserted in the table with Option Type as Option 3 and then a set of Rules are
executed which updates the Option 3 Amount, Stock of HQLA and then recalculates the Liquidity
Coverage Ratio post Options 3.

This option applies when Level 1 assets are insufficient to cover the liquidity needs of a bank in
domestic currency, but there are sufficient level 2A assets. The level 2A assets used as part of
this option must have a quality similar to that of Level 1 assets. In order to achieve this there are
additional criteria imposed like:
e Such Assets must have a minimum credit rating of AA or AA+ and
e Additional level 2A assets used will be subject to a minimum of 20% haircut which is 5%
more than that applied to the level 2A assets falling within the 40% cap.
Note:
1) Level 2B assets are not considered for this purpose
2) 15% Cap on level 2B assets remains unchanged regardless of additional level 2A assets
used as part of this option
3) The Haircut can be different across jurisdictions and also across banks within a single
jurisdiction depending on the level of usage.

An Example to calculate option 3 amount: Say suppose the below mentioned information is

available.
Level2A | Level2A Qualified
Legal Level 2A | Assets | Assets | Credit | Option 3
Entity Account | Flag Used Unused | Rating | Asset Haircut
LE1 ACCT1 Y 200000 500000 | AA+ Y 25%
LE1 ACCT1 Y 0 250000 | B N

Table 78 Example to calculate Option 3 HQLA Amount

Only ACCT1 fulfills additional criteria that is,

a) Credit rating of AA+ so we have to consider the amount which is unused and apply a higher
haircut in this case its 25% .
So the option 3 amount will be calculated as Level 2A assets Unused *(1-haircut) that is,
500000*(1-.25) = 375000.

Note:

Different processes have been created in the Run for all three Options. You are allowed
to specify the sequence in which these options are to be executed. The sequence of
execution is available as part of the Run.
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11.2.2.6 Deposit Stability Identification

1. Deposit Insurance Allocation

All deposit accounts are classified as having one of the following insurance coverage statuses:
e Fully Insured
e Partially Insured
e Uninsured

Insurance limit is captured as an absolute amount for all accounts classified as fully insured or
partially insured. “Fully insured” means that 100% of the deposit amount, up to the deposit
insurance limit, is covered by an effective deposit insurance scheme. For partially insured, a limit
coverage % is specified. Uninsured does not have any coverage.

The insured and uninsured balance in each account is determined based on the following steps:

1. You should determine the deposits covered under the Insurance Scheme.

Example: Certificate of Deposits, Savings account, money market deposit account (MMDA),
Checking account.

2. An account will be covered by only one Insurance Scheme.

3. You should determine the number of customers or beneficiaries holding accounts with the
covered products.

4. You should assign the Insurance Coverage Sequence for Products. This indicates the sequence
in which the products will be given preference in the calculations.

5. You should determine the ownership category and allocation process for the deposits.

6. You should identify the Coverage limit and limit (%) at the Insurance Scheme and Product level.

7. You should determine the Insurance Currency eligible to be covered under the Insurance
scheme. Example: USD, INR, AUD

8. You should finally assign the End Of Period (EOP) balance to the first account holder or divide
the EOP balance of each account equally based on the number of account holders and assign
the amount to each customer as per the co-owner account insurance coverage method
selected.

Oracle Financial Software Services Confidential-Restricted 255



User Guide: Oracle Financial Services Liquidity Risk Management
Release 3.0.0.0.0

2.0wnership Categories:

For the purpose of insurance coverage, the ownership category is identified. The ownership
categories covered by BIS are like single accounts, joint accounts, partnership accounts, and so
on based on the jurisdiction of the insurer and are provided by the concerned bank.

3. Established Relationship Identification

a) Transactional Accounts

Current accounts are considered transactional accounts if they are used for regular transactions
such as salaries being deposited in these accounts.

b) Established Relationship Accounts

If two or more non-transactional accounts have the same customer ID then they are marked as
accounts with relationships. Examples for non-transactional accounts are loans, deposits and so on.

4. Deposit Stability Calculation

a) Stable Deposits

Basel Il deposit stability is applicable only for retail deposits and unsecured wholesale funding.
Stable deposits, which usually receive a Run-off factor of 5%, are the amount of the deposits that
are fully insured by an effective deposit insurance scheme or by a public guarantee that provides
equivalent protection and where:

e The depositors have other established relationships with the bank that make deposit
withdrawal highly unlikely;

e The deposits are in transactional accounts (for example, accounts where salaries are
automatically deposited).

b) Stable Deposits Meeting Additional Insurance Criteria

A new deposit stability classification “stable deposits meeting additional insurance criteria” is
supported. All “stable” deposits identified as per the criteria specified in point 1 above are
classified as meeting additional insurance criteria if the insurance scheme under which they are
covered satisfies the following conditions. A Run-off factor of 3% is applicable to such
deposits.

e |s based on a system of prefunding via the periodic collection of levies on banks with
insured deposits

e Has adequate means of ensuring ready access to additional funding in the event of a
large call on its reserves, for example, an explicit and legally binding guarantee from the
government, or a standing authority to borrow from the government
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e Access to insured deposits is available to depositors in a short period of time once the
deposit insurance scheme is triggered

Access to

. System of Ready Access to )

Stability i L i Insured Highly
Prefunding Additional Funding )

Deposits Stable

Y Y Y Y Y

Y Y N Y N

Y N Y Y N

Y Y Y N N

Table 79 Stable Deposits Meeting Additional Insurance Criteria

Note: All the three mentioned conditions will be download from the bank

c) Less Stable Deposits

All insured and uninsured deposit or funding balances that do not meet the stable deposits criteria
specified earlier are classified as less stable deposits: This includes:

e Insured balance of deposits meeting stable deposits criteria but denominated in foreign
currencies

e Uninsured balance of deposits meeting stable deposits criteria
e Insured and uninsured balance of deposits whose insurance coverage status is Partially Insured

e Deposit balance where the insurance coverage status is Uninsured

d) High Run-off Deposits

Three additional stability criteria are supported for uninsured deposit balances This is optional for a
Bank.

e High Run-off Deposits Category 1
e High Run-off Deposits Category 2

e High Run-off Deposits Category 3

This classification is dependent on the aggregated funding received from each customer. The steps
involved are as follows:
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l. Identify all accounts of a given customer which are liabilities of the bank

Il. Calculate the aggregated funding from a customer as follows:

Aggregated Fundingryeromer = Lie1 Uninsured Balance . ount customer

Where, | = Accounts of a given customer which are liabilities of the bank
M. Assign the uninsured balance to one of the high Run-off categories as follows:

e |If aggregated funding from a customer <= EUR 500,000, the uninsured amount from
each relevant account is assigned to High Run-off Deposits Category 1

e |f aggregated funding from a customer > EUR 500,000 < EUR 1,000,000, the uninsured
amount from each relevant account is classified as High Run-off Deposits Category 2

e If aggregated funding from a customer >= EUR 1,000,000, the uninsured amount from
each relevant account is classified as High Run-off Deposits Category 3

Insured Uninsured
Customer Account Balance Balance
(Account) (Account)
Customer 1
Account 1 450000 550000
Customer 2 Account 2 1000000 200000
Customer 2 Account 3 800000 300000
Deposits Uninsured Amount
High Run-off Deposits 500,000
Category 1 (200000 + 300000)
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High  Run-off Deposits

550,000
Category 2

Note: The High Run-off category is defined at Customer level. The Uninsured balance of each
account falling under a customer will be directly moved to High-Run off category 1, 2, 3.

11.2.2.7 Other Calculations

1. Operational Expenses

Expected expenses which are operational in nature, such as rents, salaries and so on, are not
included as part of the net cash outflows. Also, the means held to pay these expected operational
expenses are not included as part of the stock of HQLA.

2. Operational Relationship Identification

An account is classified as either operational account or non-operational account. An account is
classified as an operational account if the Operational Balance is available and this is taken as a
download.

11.2.2.8 Consolidation

All inter-company transactions are eliminated that is, not considered while calculating the liquidity
gap, ratios and other metrics at a consolidated level. Inter-company transactions include
transactions upstream, downstream and lateral. In consolidation, the consolidation entity selected
as part of the Run is considered the parent. The elimination is restricted to the transactions within
the organization structure of the consolidated entity. When a Run is defined with consolidation
type as consolidated, the legal entity selected as part of this Run eliminates all the internal
counterparties. Internal counterparties are customers which belong to the same organization
structure. All the external counterparties are considered as part of the Run.

For instance a bank’s organization structure is as follows:
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Figure 56 Organization Structure

If the consolidation is done at the level of Legal Entity 3, any transactions where the legal entity in
qguestion and its counterparty or customer belong to its organization structure are eliminated. In
this example, any transactions where both the legal entity and its counterparty or customer are
legal entities 3, 6 and 7 are excluded as they are carried out with internal counterparties.
Transactions with all other entities in the bank holding company structure are included as they are
considered external counterparties for the purpose of this consolidation.

Sometimes excess liquidity available in a particular legal entity cannot be transferred to the
parent entity due to regulatory, tax or other reasons. Such restrictions imply that the restricted
assets will be available only to the extent required to cover the liquidity needs of that legal entity.
Any restricted liquidity in excess of this will not be available for the parent company’s use. The
application expects the restriction to be provided for HQLA assets at an account level and
considers this information for the purpose of consolidation.

The application consolidates the HQLA and cash flows of each entity in a step-by-step basis till
the consolidation entity level. The process of computing the consolidated LCR in accordance with
the BIS approach is detailed below:

i. Calculate the net cash outflow based on the BIS LCR approach that is, based on the
cumulative cash flows on the LCR horizon end date, that is, 30" day, eliminating inter-
company transactions at the level of the consolidated subsidiary.

ii. Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow that is, to the extent required to satisfy the BIS LCR requirements of that
subsidiary as part of the covered parent company’s HQLA.
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11.2.3

11.24

iii. Consolidate the entire amount of post-haircut unrestricted HQLA held at the consolidated
subsidiary as part of the covered parent company’s HQLA.
iv. Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

Foreign Currency Liquidity Coverage Ratio Calculation

Liquidity coverage ratio is also calculated at the level of each significant currency in
order to identify potential currency mismatches, which is known as Foreign Currency
Liquidity Coverage Ratio.

Computation of Funding Concentrations

Wholesale funding from significant sources is calculated in order to monitor the liquidity risk
arising from the withdrawal of such funds. Funding concentration is calculated on the basis of
following dimensions:

e Concentration by Significant Counterparties

e Concentration by Significant Products

e Concentration by Significant Currencies

Ratio of each of the cash flow in the aggregate table is first calculated with respect to the
concentration at legal entity level. Any counterparty or product is termed as significant if the sum
of its concentration is greater than 1%. A currency is termed as a significant currency if the sum
of its concentration is greater than 5% of the currency.

All the Concentration specified below are calculated at the following time horizons
. Period is < 1 Month

. Period is between 1 to 3 Months
. Period is between 3 to 6 Months
. Period is between 6 to 12 Months
. Period is > 12 Months

11.2.4.1 Funding Concentration by Significant Counterparties

Funding Concentration by significant Counterparties is to be calculated at Legal Entity or Entities
and Counterparty Level.

For Solo Execution for each of the Legal Entities selected and for each of the above stated time
horizons, Significant Counterparties are calculated; whereas for Consolidated Execution,
Significant Counterparties are calculated at the Parent Level Legal Entity and for each of the
above stated time horizons.

A Counterparty is stated as Significant if Sum of the Cash flows of that counterparty for a given
Legal Entity is greater than or equal to 1% of the Sum of the Cash flows of the given Legal Entity.
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Cash flows of all accounts are not considered, for this purpose Cash flows of Accounts which are
having Product Type as Liabilities are the only accounts which are considered.

Funding concentration for significant counterparties is calculated as follows:

c trati o _ Fuﬂdiﬂg Liﬂbﬂiﬁgs.iignfﬁmm Counterparty
ONEENLTAtioNsignificant Counterparty = T ool I iabilities of Legal Entity

11.2.4.2 Funding Concentration by Significant Products

Funding Concentration by significant Products is calculated at Legal Entity or Entities and Product
Level.

For Solo Execution for each of the Legal Entities selected and for each of the above stated time
horizons, Significant Products are calculated; whereas for Consolidated Execution, Significant
Products are calculated at the Parent Level Legal Entity and for each of the above stated time
horizons.

A Product is stated as Significant if Sum of the Cash flows of that Product for a given Legal Entity
is greater than or equal to 1% of the Sum of the Cash flows of the given Legal Entity.

Cash flows of all accounts are not considered, Accounts which are having Product Type as
Liabilities are the only accounts which are considered.

Funding concentration is calculated for significant product as follows:

Fund i-i"!g Liabili ﬂ-B.S'Smn ificant Product
Total Liabilities of Legal Entity

Concentrationgmificome Product =

11.2.4.3 Funding Concentration by Significant Currencies

Funding Concentration by significant Currencies is calculated at Legal Entity or Entities and
Currency Level.

For Solo Execution for each of the Legal Entities selected and for each of the above stated time
horizons, Significant Currencies are calculated; whereas for Consolidated Execution, Significant
Currencies are calculated at the Parent Level Legal Entity and for each of the above stated time
horizons.

A Currency is stated as Significant if Sum of the Cash flows of that Currency for a given Legal
Entity is greater than or equal to 5% of the Sum of the Cash flows of the given Legal Entity.
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Cash flows of all accounts are not considered, Accounts which are having Product Type as
Liabilities are the only accounts which are considered.

Funding concentration is calculated for significant product as follows:

Funding Liabilitiess;gnificant Currency

Total Liabilities of Legal Entity

Concentrationg ignificant Currency —

11.2.5 BIS Basel lll Business Assumptions for LCR

11.2.5.1 Cash outflows

1. Retail Deposit Run off
a. Stable Deposits Run off
¢ Retail stable deposits which do not satisfy additional insurance criteria receive
5% Run off
¢ Retail Stable Deposits which satisfy the additional insurance criteria receive 3%
Run off.
b. Less stable Deposit Run off
e Less stable deposits receive 10% Run off.
2. Unsecured wholesale Run off
a. Unsecured wholesale funding provided by small business customers:
e Of these, stable deposits which satisfy additional insurance criteria receive 3%
Run off
¢ Of these, stable deposits which do not satisfy additional insurance criteria receive
5% Run off
e Of these, less stable deposits receive 10% Run off
b. Operational deposits generated by clearing, custody and cash management activities:
e Of these, stable deposits which satisfy additional insurance criteria receive 3%
Run off
¢ Of these, stable deposits which do not satisfy additional insurance criteria receive
5% Run off
e Of these, less stable deposits would receive 25% Run off
c. Treatment of deposits in institutional networks of cooperative banks:
¢ Of these, non-correspondent Bank activities receive 25% Run off
e Of these, correspondent Bank activities receive 100% Run off
d. Unsecured wholesale funding provided by non-financial corporate and sovereign central
banks, multilateral development banks, and Public Sector Entities (PSE):
¢ Of these, which are covered by deposit insurance scheme receive 20% Run off
e Of these, which are not covered by deposit insurance scheme receive 40% Run
off
e. Unsecured wholesale funding provided by other legal entity customers receive 100% Run
off.
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3. Secured funding Run off
a. Backed by Level 1 assets or with central banks receive 0% Run off
b. Backed by Level 2A assets receive 15% Run off
c. Secured funding transactions with domestic sovereign, PSEs or multilateral development
banks that are not backed by Level 1 or 2A assets. PSEs that receive this treatment are
limited to those that have a risk weight of 20% or lower receive 25% Run off
d. Backed by RMBS eligible for inclusion in Level 2B receive 25% Run off
e. All others receive 100% Run off
4. Additional Requirements:
a. Derivative Cash Outflows: 100% of the net cash outflows are considered for calculation.
b. Increased Liquidity Needs

e Increased Liquidity Needs due to Downgrade Triggers embedded in financing
transactions, derivatives and other contracts: 100% of this additional collateral or
cash outflow is posted for any downgrade up to and including a 3-notch
downgrade of the bank’s long-term credit rating.

e Increased liquidity needs related to the potential for valuation changes on posted
collateral securing derivative and other transactions.

e Increased liquidity needs related to excess non-segregated collateral held by the
bank that could contractually be called at any time by the counterparty: 100% of
the excess collateral.

e Increased liquidity needs related to contractually required collateral on
transactions for which the counterparty has not yet demanded the collateral be
posted

e Increased liquidity needs related to contracts that allow collateral substitution to
non-HQLA assets

e Increased liquidity needs related to market valuation changes on derivative or
other transactions

c. Loss of funding

¢ Loss of funding on asset-backed securities, covered bonds and other structured
financing instruments

e Loss of funding on asset-backed commercial paper, conduits, securities
investment vehicles and other such financing facilities.

d. Drawdown of Committed Credit and Liquidity Facilities

e Committed credit and liquidity facilities to retail and small business customers:
5% drawdown of the undrawn portion of these facilities.

e Committed credit facilities to non-financial corporate, sovereign and central
banks, PSEs and multilateral development banks: 10% drawdown of the
undrawn portion of these facilities.

e Committed liquidity facilities to non-financial corporate, sovereign and central
banks, PSEs and multilateral development banks: 30% drawdown of the
undrawn portion of these facilities.

o Committed credit and liquidity facilities extended to banks subject to prudential
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supervision: 40% drawdown of the undrawn portion of these facilities.

e Committed credit facilities to other financial institutions including securities firms,
insurance companies, fiduciaries and beneficiaries - 40% drawdown of the
undrawn portion of these credit facilities.

e Committed liquidity facilities to other financial institutions including securities
firms, insurance companies, fiduciaries, and beneficiaries: 100% drawdown of
the undrawn portion of these liquidity facilities.

e Committed credit and liquidity facilities to other legal entities (including SPES),
conduits and special purpose vehicles, and other entities not included in the prior
categories): 100% drawdown of the undrawn portion of these facilities.

e. Contractual Obligations to Extend Funds in 30-day period: Other contractual obligations
to extend funds to financial institutions retail, small business customers, non-financials
and other clients

f.  Other contingent funding obligations which include

e Draw down on Unconditionally revocable "uncommitted" credit and liquidity
facilities

e Guarantees and letters of credit unrelated to trade finance obligations

e Non contractual obligations where customer short positions are covered by other
customers’ collateral

11.2.5.2 Cash Inflows

1. Roll over reverse repo and other secured lending or securities borrowing transactions maturing <
30 days
a. backed by Level 1 assets, of which collateral is not re-used (that is, is not
re-hypothecated) to cover the reporting institution’s outright short positions: 100% roll
over
b. backed by Level 2A assets, of which collateral is not re-used (that is, is not
re-hypothecated) to cover the reporting institution’s outright short positions: 85% roll over
c. backed by Level 2B RMBS assets, of which collateral is not re-used (that is, is not
re-hypothecated) to cover the reporting institution’s outright short positions: 75% roll over
d. backed by Level 2B non-RMBS assets, of which collateral is not re-used (that is, is not
re-hypothecated) to cover the reporting institution’s outright short positions: 50% roll over
e. backed by other assets, of which collateral is not re-used (that is, is not re-hypothecated)
to cover the reporting institution’s outright short positions: 100% roll over
2. Committed facilities: 0% inflow from committed credit and liquidity facilities that the bank holds
with other institutions.
3. Growth or new business from the inflows from other counterparties
a. Contractual inflows due in 30 days from fully performing loans extended to retail
customers: extend loans at the rate of 50% of contractual inflows.
b. Contractual inflows due in 30 days from fully performing loans extended to small
business customers: extend loans at the rate of 50% of contractual inflows.
c. Contractual inflows due in 30 days from fully performing loans extended to non-financial
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corporates: extend loans at the rate of 50% of contractual inflows.
4. Other inflows
a. No inflows from operational deposits at other financial institutions.
b. Derivatives cash inflows: the sum of all net cash inflows receive a 100% inflow factor.

11.3 BIS Basel Il Net Stable Funding Ratio Calculation

11.3.1 Inputs

The inputs for Net Stable Funding Ratio are Available amount of Stable Funding and Required
amount of Stable Funding.

11.3.2 Net Stable Funding Ratio Calculation Process Flow

The procedure to calculate Net Stable Funding Ratio is as follows:

1. Available amount of stable funding computation

2. Required amount of stable funding computation

3. Net Stable funding ratio computation

11.3.2.1 Available amount of stable funding computation:

This is calculated and stored at legal entity and currency granularity. This process is performed
by a Table to Table (T2T) transformation in the Liquidity Coverage Ratio Run,
LRM_LCR_DATA_POPULATION. The formula for calculating Available Amount of Stable
Funding is as follows:

0"

Available Amount of Stable Funding = Z Liability, = Factor,
i=1

wheren = All Liability Products and Factors isthe percentage allocated in

Available Stable Funding Factors Business Assumption

11.3.2.2 Required amount of stable funding computation:

This is calculated and stored at legal entity and currency granularity. This process is done by T2T
transformation in LCR Run, namely LRM_LCR_DATA_ POPULATION. The formula which is
used for calculating the Required Amount of Stable Funding is as follows:
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Required Amount of Stahle Funding
= (Z Asset; = Facto-ri-j + (Z Off Balance Sheet; * Factor,
\i=1 \i=1
wheren = All Asset Product
where m = All Off Balance Sheet Products and

factor is the percentage allocated in

Reqguired Stable Funding Factors Business Assumption

11.3.2.3 Net Stable Funding Ratio (NSFR) computation:

This is calculated at legal entity and currency granularity. This is done by the Rule LRM - Net
Stable Funding Ratio Computation. The formula which is used for calculating Net Stable
Funding Ratio is as follows:

. . Available Amount of Stable Funding
Net Stable Funding Ratio =

Required Amount of Stable Funding
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12 US Federal Reserve Liquidity Coverage Ratio Calculation

12.1 Overview of US Federal Reserve Liquidity Coverage Ratio Guidelines

US Federal Reserve has issued its own set of guidelines around the computation of
Liquidity Coverage Ratio which are based on the BIS guidelines. However, there are
certain deviations from the BIS guidelines as the US guidelines are specific to the
conditions under which US banks operate. US Federal Reserve has prescribed 2
approaches for computing the Liquidity Coverage Ratio, each of which is applicable to
banks of different sizes.

1. Liquidity Coverage Ratio

The Liquidity Coverage Ratio is applicable to larger banks and requires the
stock of HQLA is sufficient to cover net cash outflows over a liquidity horizon of
30 days. The computation of the denominator is based on a peak net cash flow
approach which is different from that prescribed by BIS. Also, the US regulator
has specified the haircuts, inflow and outflow rates applicable for these large
BHCs.

2. Modified Liquidity Coverage Ratio

A new approach, the modified LCR calculation, is prescribed by US Federal
Reserve for smaller banks, which requires the stock of HQLA is sufficient to
cover net cash outflows over a liquidity horizon of 21 days. These banks are
required to compute a less stringent LCR, because of their relatively small size
and lower complexity. The inflow and outflow rates for such banks are different
from those prescribed under the minimum LCR approach.

Oracle Financial Services Liquidity Risk Management supports both these approaches
for computing Liquidity Coverage Ratio.

12.2 US Federal Reserve Liquidity Coverage Ratio Calculation

12.2.1 Inputs

Inputs required for Liquidity Coverage Ratio calculated by the LRM Application are as follows:

o Liquidity haircut , Inflow Percentage and Outflow Percentage of the respective
Business Assumption are preconfigured. However, you can change them, if
required.

e Liquidity Horizon is specified as the Run time parameter
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12.2.2 Minimum Liquidity Coverage Ratio Calculation Process Flow

This section aims to explain the procedure of calculating the Liquidity Coverage Ratio (LCR).

The procedure for calculating Liquidity Coverage Ratio is as follows:

Asset level identification

Deposit Stability Identification

Calculation of Stock of High Quality Liquid Asset (SHQLA)
Determination of the Maturity of Cash Flows

Calculation of Net Cash Outflows (NCOF)

Calculation of Liquidity Coverage Ratio

Consolidation as Per Minimum LCR Approach

12.2.2.1 Asset level identification:

Assets classified as “available-for-sale” or “held-to-maturity” are included in the stock of HQLA
provided they fulfill the following HQLA criteria:

Note:

2.

Are unencumbered
Meet the operational HQLA requirements

Are not client pool securities that are held in segregated accounts or cash received from
a repurchase agreement on client pool securities held in a segregated account

If consolidated, then the portion of assets required to cover the consolidated subsidiary’s
net cash outflow and an excess amount of assets having unrestricted transferability

An asset received under a re-hypothecation right where the owner has a right to withdraw
the asset anytime during the liquidity horizon without remuneration

Assets held not to cover operational costs

1. ‘Available — for — Sale Security’ is a debt or equity security that is purchased with the

intent of selling before it reaches maturity, or selling prior to a lengthy time period in the
event the security does not have a maturity.
‘Held — to — Maturity Securities’ are debt securities that a firm has, with the ability and
intent to hold until maturity.

All assets, whether owned by the bank or received from counterparties as collateral, are classified
as follows:

Level 1 Assets
Level 2A Assets
Level 2B Assets
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e Other Assets
Level 1, 2A and 2B assets can be included as part of the stock of HQLA provided they meet the
HQLA eligibility criteria set out by the US Federal Reserve detailed above. US Federal Reserve
provides the list of assets that are to be classified as Level 1, 2A and 2B assets.

1. Level 1 Assets

The assets which are considered as Level 1 assets which qualify to be fully included as part
of the stock of high quality liquid assets computing LCR provided they meet the eligibility
criteria are as follows:

a) Cash and Cash Equivalents

b) Federal Reserve Bank Balances
Balances held by the Federal Reserve Banks include reserve balance requirements,
excess balances and term deposits. Only excess balances and certain term deposits are
included in the stock of level 1 assets. To be included in the stock, term deposits should
be held pursuant to the terms and conditions that:
e explicitly and contractually permit such term deposits to be withdrawn upon
demand prior to the expiration of the term
or that,
e permit such term deposits to be pledged as collateral for term or automatically-
renewing overnight advances from a Federal Reserve Bank

Reserve balance requirements are excluded from the stock as they have to be
maintained with the Federal Reserve Bank at all times.

c) Foreign Withdrawable Reserves
Reserves held in foreign central banks which have no transferability restrictions are
included.

d) United States Government Securities
Securities issued by or unconditionally guaranteed as to the timely payment of principal
and interest by, the U.S Department of the Treasury, are included. Additionally, securities
issued by any other US government agency and explicitly guaranteed by the US
Government are included.

e) Certain Sovereign and Multilateral Organization Securities
Securities issued or guaranteed by a sovereign entity, a central bank, the Bank for
International Settlements, the International Monetary Fund, the European Central Bank
and European Community, or a multilateral development bank are included if the
securities fulfill the following conditions:
. Are assigned a 0% risk weight
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. Should be liquid and readily marketable

. Issued by an entity whose obligations have a proven record as a reliable source
of liquidity in the repurchase or sales markets during stressed market conditions

. Not an obligation of a financial entity or its consolidated subsidiary

f) Certain Foreign Sovereign Debt Securities
Debt securities issued by a foreign sovereign entity with a non 0% risk weight if they
fulfill the following conditions:
i. Securities issued by or guaranteed by a US government sponsored entity (GSE)
as they have been assigned a 20% risk weight.
ii. Securities issued by or guaranteed by a sovereign or multi-lateral development
bank that is:
e Notincluded in level 1 assets
e Assigned a risk weight between 0% and 20%
e Price has not decreased or haircut increased by > 10% during a 30-calendar
day period of significant stress
¢ Not an obligation of a financial entity or its consolidated subsidiary

2. Level 2A Assets

The assets which are considered as Level 2A assets are as follows:

a) Securities issued by or guaranteed by a US government sponsored entity (GSE) as they
have been assigned a 20% risk weight.

b) Securities issued by or guaranteed by a sovereign or multi-lateral development
bank that is:

e Notincluded in level 1 assets
e Assigned a risk weight between 0% and 20%

e Price has not decreased or haircut increased by > 10% during a 30-
calendar day period of significant stress

¢ Not an obligation of a financial entity or its consolidated subsidiary
Note:

The rule excludes covered bonds and securities issued by other PSE’s to be included in
the stock even though they are assigned a 20% risk weight.

3. Level 2B Assets

The assets which are considered as Level 2B assets are as follows:

a) Publicly traded corporate debt securities that meet the following criteria:
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Are considered investment grade in accordance with the definition
provided in 12 CFR part 1

Price has not decreased or haircut increased by > 20% during a 30-
calendar day period of significant stress

Not an obligation of a financial entity or its consolidated subsidiary

b) Publicly traded common equities that meet the following criteria:

Included in the S&P 500 Index or an equivalent index in a foreign
jurisdiction
Issued in US dollars or in foreign currency in order to cover its cash

outflows in that jurisdiction

Price has not decreased or haircut increased by > 40% during a 30-
calendar day period of significant stress

Not an obligation of a financial entity or its consolidated subsidiary

If held by a depository institution, such equity was not obtained under a
debt previously contracted (DPC)

If held by a consolidated subsidiary, then to the extent of the outflows
of the subsidiary.

12.2.2.2 Calculation of Stock of High Quality Liquid Asset (SHQLA):

High quality liquid assets (HQLA) can be converted into cash with little or no loss of
value. The fundamental characteristics of HQLA are low risk, ease and certainty of
valuation, low correlation with risky assets and listed in developed or recognized

exchange.

The formula for calculating SHQLA is as follows:

Stock of HQLA = [Post — Haircut Stock of (Level 1 Assets + Level 24 Assets + Level 2B Assets))
— Maximum {Unadjusted Excess HQLA;Adjusted Excess HQLA}

Note:

All calculations are based on the fair value of assets.

1. Calculation of Unadjusted Excess HOLA: US Federal Reserve on Liquidity Coverage

Ratio requires banks to calculate the excess HQLA, due to cap on level 2 assets, both
before and after the unwinding of certain transactions. The unadjusted excess HQLA is
the cap calculated before unwinding transactions, that is, prior to applying adjustments. It

is calculated based on the following formula:
Unadjusted Excess HQLA = Level 2 Cap Excess Amount+ Level 28 Cap Excess Amount
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a. Calculation of Level 2 Cap Excess Amount: The formula for
calculating level 2 cap excess amount is as follows:

Level 2 Cap Excess Amount
= Maximum [Post
— Haircut Stock of {Level 24 Asseots + Level 2B Assets — (0. 6667
% Level 1 Assets)}:0]

b. Calculation of Level 2B Cap Excess Amount: The formula for
calculating level 2 cap excess amount is as follows:

Level 2B Cap Excess Amount
= Maximum[Post — Haircut Stock of Level 2B Assets
— Level 2 Cap Excess Amount
—{0.1765 x Post — Haircut Stock of (Level 1
+ Level 24 Assets)]: 0]

2. Calculation of Adjusted Excess HOLA

The adjusted excess HQLA is the cap calculated after unwinding transactions,
that is, after applying the adjustments. It is calculated based on the following
formula:

Unadjusted Excess HQLA = Adjusted Level 2 Cap Excess Amount+ Adjusted Level 2B Cap Excess Amount

a. Calculation of Adjustments to Stock of HOLA

US Federal Reserve does not explicitly provide the components of the
adjustments to the stock of HQLA. Therefore the assumption made is
that these components and calculations will be in line with those
covered by BIS. The adjusted stock of liquid assets is calculated by
adding the post-haircut value of adjustments to the post-haircut value
of the stock in accordance with the BIS approach. However, the
classification of each asset level and the haircut parameters associated
with them are in accordance with the guidelines prescribed by US
Federal Reserve on Liquidity Coverage Ratio.

The process of calculating adjustments to stock of HQLA due to cap on
Level 2 assets is calculated based on the adjusted amount of level 1
and 2 assets.

I. Calculation of Adjusted Stock of Level 1 Assets
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The items which result in adjustments to the stock of Level 1 assets are as
follows:

A. Amount received (prior to applying Run-offs) from secured funding or
repo transactions that mature within LCR horizon, conducted with the
bank’s domestic central bank, backed by Level 1 assets which would
otherwise qualify as HQLA

B. Amount received (prior to applying Run-offs) from secured funding or
repo transactions that mature within LCR horizon, conducted with the
bank’s domestic central bank, backed by Level 2A assets which would
otherwise qualify as HQLA

C. Amount received (prior to applying Run-offs) from secured funding or
repo transactions that mature within LCR horizon, conducted with the
bank’s domestic central bank, backed by Level 2B assets which would
otherwise qualify as HQLA

D. Amount received (prior to applying Run-offs) from secured funding or
repo transactions that mature within LCR horizon, not conducted with
the bank’s domestic central bank, backed by Level 1 assets which
would otherwise qualify as HQLA

E. Amount received (prior to applying Run-offs) from secured funding or
repo transactions that mature within LCR horizon, not conducted with
the bank’s domestic central bank, backed by Level 2A assets which
would otherwise qualify as HQLA

F. Market value of Level 1 assets provided as collateral for secured
funding or repo transactions conducted with the bank’s domestic
central bank that mature within LCR horizon, which would otherwise
qualify as HQLA

G. Market value of Level 1 assets provided as collateral for secured
funding or repo transactions not conducted with the bank’s domestic
central bank that mature within LCR horizon, which would otherwise
qualify as HQLA

H. Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by
Level 1 assets which qualify as HQLA, where the collateral is not re-
used (that is, is not re-hypothecated) to cover the reporting institution's
outright short positions

I. Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by
Level 2A assets which qualify as HQLA, where the collateral is not re-
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used (that is, is not re-hypothecated) to cover the reporting institution's
outright short positions

J. Amount given (prior to applying Run-offs) in a reverse repo or security
borrowing transactions with residual maturity < LCR horizon, backed by
Level 2B assets which qualify as HQLA, where the collateral is not re-
used (that is, is not re-hypothecated) to cover the reporting institution's
outright short positions

K. Market value of Level 1 assets received as collateral in a reverse repo
or security borrowing transactions with residual maturity < LCR horizon,
which qualify as HQLA, where the collateral is not re-used (that is, is
not re-hypothecated) to cover the reporting institution's outright short
positions

L. Market value of Level 1 assets lent (given) in a collateral swap
transaction with residual maturity £ LCR horizon, which would
otherwise qualify as HQLA

M. Market value of Level 1 assets borrowed (received) in a collateral swap
transaction with residual maturity < LCR horizon, which qualifies as
HQLA

Adjustments to stock of level 1 assets is calculated based on the above
mentioned items as follows:
Adjustments to Stock of Level 1 Assets
=—A-B-C-D-E+F+G+H+I+]J+K—-L+M

Adjusted Amount of Level 1 Assets is calculated as per the following
formula:

Adjusted Level 1 Assets
= Maximum [(Post Haircut Stock of Level 1 Assets

+ Adjustments to Stock of Level 1 Assets). 0]

Il. Calculation of Adjusted Stock of Level 2A Assets

The items which result in adjustments to the stock of Level 2A assets are
as follows:

A. Market value of Level 2A assets provided as collateral for secured
funding or repo transactions conducted with the bank's domestic
central bank that mature within LCR horizon, which would otherwise
qualify as HQLA

B. Market value of Level 2A assets provided as collateral for secured
funding or repo transactions not conducted with the bank’s domestic
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central bank that mature within LCR horizon, which would otherwise
qualify as HQLA

. Market value of Level 2A assets received as collateral in a reverse repo

or security borrowing transactions with residual maturity < LCR horizon,
which qualifies as HQLA, where the collateral is not re-used (that is, is
not re-hypothecated) to cover the reporting institution's outright short
positions

. Market value of Level 2A assets lent (given) in a collateral swap

transaction with residual maturity < LCR horizon, which would
otherwise qualify as HQLA

. Market value of Level 2A assets borrowed (received) in a collateral

swap transaction with residual maturity < LCR horizon, which qualifies
as HQLA

Adjustments to stock of level 2A assets is calculated based on the above

mentioned items as follows:

Adjustments to Stock of Level 2A Assets=A+ B—-C+D - E

Adjusted Amount of Level 2A Assets is calculated as per the following

formula:

Adjusted Level 24 Assets

= (Pre Haircut Stock of Level 24 Assets
+ Adjustments to Stock of Level 24 Assets) x Haircut

Pre Haircut Stock of Level 2A Assets = Stock of Level 2A Assets before

applying the haircut.

Calculation of Adjusted Stock of Level 2B Assets

The items which result in adjustments to the stock of Level 2B Assets are

as follows:

A. Market value of Level 2B assets provided as collateral for secured

funding or repo transactions conducted with the bank's domestic
central bank that mature within LCR horizon, which would otherwise
qualify as HQLA

. Market value of Level 2B assets provided as collateral for secured

funding or repo transactions not conducted with the bank’s domestic
central bank that mature within LCR horizon, which would otherwise
qualify as HQLA, where the counterparties are domestic sovereigns,
MDBs or domestic PSEs with a 20% risk weight
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C. Market value of Level 2B assets provided as collateral for secured

funding or repo transactions not conducted with the bank’s domestic
central bank that mature within LCR horizon, which would otherwise
qualify as HQLA, where the counterparties are not domestic
sovereigns, MDBs or domestic PSEs with a 20% risk weight

. Market value of Level 2B assets received as collateral in a reverse repo

or security borrowing transactions with residual maturity < LCR horizon,
which qualifies as HQLA, where the collateral is not re-used (that is, is
not re-hypothecated) to cover the reporting institution's outright short
positions

. Add market value of Level 2B assets lent (given) in a collateral swap

transaction with residual maturity < LCR horizon, which would
otherwise qualify as HQLA

. Market value of Level 2B assets borrowed (received) in a collateral

swap transaction with residual maturity < LCR horizon, which qualifies
as HQLA

Adjustments to stock of level 2B assets is calculated based on the above

mentioned items as follows:

Adjustmentsto Stock of Level 2B Assets=A+B+C—-D+E—F

Adjusted amount of level 2B assets is calculated as per the following

formula:

Adjusted Level 2B Assets

= (Pre Haircut Stock of Level 2B Assets
+ Adjustmentste Stock of Level 2B Assets) % Haircut

Pre Haircut Stock of Level 2B Assets = Stock of Level 2B Assets before

applying the haircut.

IV. Adjustment to Stock of HOLA Due to Cap on Level 2B Assets

Adjustment to Stock of HQLA due to cap on Level 2B assets is calculated

as follows:
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Adjustment due to Cap on Level 2B Assets

Adjusted Level 2B Assets

= Maximum [

15
85

# (Adjusted Level 1 Assets

+ Adjusted Level 24 Assets) )], [ﬂdjustsd Level 2B Assets

15 )
- (ﬁ # Adjusted Level 1 Assets ]], l}]

V. Adjustment to Stock of HOLA Due to Cap on Level 2 Assets

Adjustment to Stock of HQLA due to cap on Level 2 assets is calculated
as follows:

Adjustment due to Cap on Level 2 Assets
= Maxbmum “deusted Level 24 Assets + Adjusted Level 2B Assets

— Adjustment due to Cap on Level 2B Assets
7 3
- (Ex Adjusted Level 1 Assets ]] D-]

b. Calculation of Adjusted Level 2 Cap Excess Amount

The formula for calculating adjusted level 2 cap excess amount is as
follows:

Adjusted Level 2 Cap Excess Amount
= Maximum [Post
— Haircut Stock of {Adjusted Level 24 Assets
+ Adjusted Level 2B Assets — (0.6667
#* Adjusted Level 1 Assets)};0]

c. Calculation of Adjusted Level 2B Cap Excess Amount

The formula for calculating adjusted level 2B cap excess amount is as
follows:

Level 2B Cap Excess Amount
= Maxitmum [Post — Haircut Stock of Adjusted Level 2B Assets
— Adjusted Level 2 Cap Excess Amount
—{0.1765 % Post — Haircut Stock of (Adjusted Level 1
+ Adjusted Level 24 Assets)}:0]

3. Numerical Example

An example for calculation of the HQLA amount is as follows:
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Let the liquid asset amount and adjustments for Level 1, Level 2A and Level 2B
assets be as follows:

Liquid
Asset Asset
Level Amount Adjustments
Level 1 100 20
Level 2A 40 30
Level 2B 80 40

Table 80 Example showing Liquid Asset Amount and Adjustments

Note that the given liquid asset amounts and adjusted liquid asset amounts does not
reflect the level 2A and 2B haircuts. Asset haircuts of 15 percent and 50 percent
would be applied to the level 2A and 2B liquid assets, respectively.

Step 1: Computations of Post Haircut Adjusted and Unadjusted Liquid Asset
amount

Post Haircut ﬁo_st i
Unadjusted Ag'.mli d
Liquid Asset Liqjlljjisde
A t
Asset moun Asset
Level Amount
Level 1 100 120
Level 2A 34 59.5
Level 2B 40 60

Table 81 Example showing Computations of Post Haircut Adjusted and Unadjusted Liquid Asset amount

NOTE: Post Haircut Unadjusted liquid asset amount =

Unadjusted liguid asset amount « Haircut

a. Post Haircut unadjusted liquid asset amount for Asset level 1:100*(1.0 —

0.0) =100

b. Post Haircut unadjusted liquid asset amount for Asset level 2A: 40*(1.0 -
0.15) =34

c. Post Haircut unadjusted liquid asset amount for Asset level 2B: 80*(1.0 -
0.50) =40
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NOTE: Post Haircut adjusted liguid asset mmount =

rAdjusted liguid asset amount + adjustment) = Haircut

a. Post Haircut adjusted liquid asset amount for Asset level 1:(100 + 20)*(1.0

—-0.0) =120

b. Post Haircut adjusted liquid asset amount for Asset level 2A:(40 + 30)*(1.0
-0.15) =59.5

c. Post Haircut adjusted liquid asset amount for Asset level 2B:(80 + 40)*(1.0
- 0.50) =60

Step 2: Computations of Unadjusted Excess HOLA Amount

Unadjusted Level 2 cap 7.333
Excess amount

Unadjusted Level 2B cap 9.019
Excess amount

Unadjusted Excess 16.349
HQLA Amount

Table 82 Example showing Computations of Unadjusted Excess HQLA Amount

Level 2 Cap Excess Amount
= Maximum [Post Haircut Stock of {Level 24 Assets + Level 2B Assets — (0.6667
# Level 1 Assets)}:0]

= Maximum [{34+40} - (0.6667 * 100), 0]
=7.333

Level 2B Cap Excess Amount
= Maximum [Post Haircut Stock of Level 2B Assets — Level 2 Cap Excess Amount
— {0.1765 x Post Haircut Stock of (Level 1+ Level 24 Assets)}:0]

= Maximum [ {40 — 7.333} — (0.1765 * (100+34)), 0]
= 9.019

Unadjusted Excess HQLA = Level 2 Cap excess Amount + Level 2B Cap Excess Amount
=7.333+9.019
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=16.349

Step 3: Computations of adjusted Excess HOLA Amount

Adjusted Level 2 cap 39.496
Excess amount

Adjusted Level 2B cap 0
Excess amount

Adjusted Excess HQLA 39.496
Amount

Table 83 Example showing Computations of adjusted Excess HQLA Amount

Adjusted Level 2 Cap Excess Amount

= Maximum [Post Haircut Stock of {Adjusted Level 24 Assets+ Adjusted Level 2B Assets
— (0.6667 x Adjusted Level 1 Assets):0 ]

= Maximum [59.5+60- 0.6667*120, 0]
= 39.496

Adjusted Level 2B Cap Excess Amount
= Maximum [Post — Haircut Stock of Adjusted Level 28 Assets
— Adjusted Level 2 Cap Excess Amount
— {0.1765 x Post — Haircut Stock of (Adjusted Level 1+ Adjusted Level 24 Assets)}: 0]

= Maximum [60-39.496-0.1765(120+59.5), 0]
=0

Adjusted Excess HQLA Amount =

(Adjusted Level 2 Cap Excess Amount + Adjusted Level 2B Cap Excess Amount)
=39.496 + 0
= 39.496

Step 4: Computations of HOLA Amount

Stock of HQLA
= {Post Haircut Stock of (Level 1 Assets + Level 24 Assets + Level 2B Assets)}
— Maximum {nadjusted Excess HQLA:; Adjusted Excess HQLA}
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= {100+34+40-Max (39.496, 16.349)}
= 134.504

12.2.2.3 Determination of the Maturity of Cash Flows

The maturity of each cash flow depends on the cash flow type and embedded optionality, if any. US
Federal Reserve provides detailed guidelines on the determination of maturity of cash inflows as well as
outflows.

1. Determining the Maturity of Outflows
If any account, instrument or transaction results in an outflow at the time of its maturity, the maturity
date of such a contract is taken as the earliest maturity date based on the following conditions:

1. If the contract has embedded optionality that reduces the maturity date, then the earliest option
exercise date is considered as the maturity date.

2. If the contract has embedded optionality that extends the maturity date, then the extended
maturity date is ignored and the original maturity date of the contract, without exercising the
option, is taken as the maturity date.

2. Determining the Maturity of Inflows
If any account, instrument or transaction results in an inflow at the time of its maturity, the
maturity date of such a contract is taken as the latest maturity date based on the following

conditions:

1. If the contract has embedded optionality that reduces the maturity date, then the earliest option
exercise date is ignored and the maturity date in such as case equals the contractual maturity
date.

2. If the contract has embedded optionality that extends the maturity date, then the option is

assumed to be exercised and the maturity date is extended to the latest possible date. In such a
case, the original maturity date of the contract is ignored.

12.2.2.4 Calculation of Net Cash Outflows (NCOF):

Net Cash Outflow is derived from cash inflow and cash outflow.

1. Cash Inflow computation

a) Cash Inflow Exclusions
The US Federal Reserve explicitly excludes the following inflows from the denominator of
LCR/modified LCR:
1. The deposits held by the bank, at other banks, for its own operational purposes,
that is, the bank’s operational deposits
2. Amounts that the bank would receive from derivative transactions due to forward
sale of mortgage loans or any derivatives that are mortgage commitments or
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pipeline

3. Undrawn amount of funding credit and liquidity lines received by the bank

4. The fair value of any asset included in the bank’s stock of HQLA as well as any
inflows received from or with respect to such assets. For instance, inflows
received from HQLA assets maturing within 30 days.

5. Any cash flows from a non performing asset or any asset that is expected to be
non-performing within the LCR horizon

6. Cash flows from any account that does not have a contractual maturity or from
an account whose maturity date is beyond the liquidity horizon

b) Derivative Cash Inflow

Net derivative cash inflows include all payments that the bank is expected to receive from its
counterparty as well as any collateral that is due to be received from the counterparty within the LCR
horizon. If an ISDA master netting agreement is in place, then the payments and collateral due to the
counterparty during the LCR horizon are off-set against the cash inflows. If the net exposure value is
positive, it is considered a derivatives cash outflow and included in the ouflow part of the denominator.

2. Calculation of Cash Outflow

a) Structured Transaction Outflow
The outflow amount from structured transaction either issued or sponsored by the bank is calculated as
the maximum of one of the following values:

1.100% of the structured transactions, issued by the bank, that mature during the LCR horizon and
all commitments made by the bank to purchase assets during the LCR horizon.
Or
2.Maximum contractual amount that the bank may be required to provide to its sponsored entity
that issues the structured instrument, through a liquidity facility, a return or repurchase of assets
from that entity or other funding agreement.

b) Derivative Cash Outflow

Net derivative cash outflows include all payments that the bank has to make to its counterparty as well
as any collateral that is due to be paid by the bank within the LCR horizon. If an ISDA master netting
agreement is in place, then the payments and collateral to be received from the counterparty during the
LCR horizon are off-set against the cash outflows. If the net exposure value is negative, it is
considered a derivatives cash inflow and included in the inflow part of the denominator.

Note:

Any cash flows from forward sales of mortgages and mortgage commitments are excluded from
derivative cash flows as they are assigned a different outflow rate.
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¢) Mortgage Commitments or Pipelines

A mortgage commitment is a written agreement that the bank is willing to provide a mortgage loan to
the buyer in order to complete the purchase formalities. This is not an actual loan but only a
commitment to provide the loan. Once the buyer has purchased a property in accordance with the
terms of commitment and availed the loan, it gets converted to a mortgage.

As per US Federal Reserve an outflow is captured for retail mortgage commitments.

d) Outflow Related to Collateral Substitution

US Federal Reserve considers outflow based on the asset level of each collateral and its substitute.
The outflow amount is based on the difference between the post-haircut value of HQLA collateral
posted by the counterparty and the lower quality HQLA or non-HQLA asset with which it can be
substituted. Therefore, for every transaction that allows collateral substitution, the asset level of

minimum required collateral is captured.

The outflow parameters applied to the fair value of collateral posted by the counterparty that the bank
includes in its HQLA are as follows:

Asset Level of Collateral Posted Asset Level of Minimum Required Outflow %
Collateral
Level 1 Level 1 0
Level 1 Level 2A 15
Level 1 Level 2B 50
Level 1 Other 100
Level 2A Level 1 0
Level 2A Level 2A 0
Level 2A Level 2B 35
Level 2A Other 85
Level 2B Level 1 0
Level 2B Level 2A 0
Level 2B Level 2B 0
Level 2B Other 50

Table 84 Collateral Substitution Outflow Parameters
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e) Brokered Deposit Qutflow

As per US Federal Reserve, brokered deposits are assigned higher Run-offs. A brokered deposit is a
deposit that a bank obtains whether directly or indirectly from or through the mediation or assistance of
a deposit broker or brokerage house. For instance, a bank may offer a large denomination deposit to a
brokerage house which it then sells in smaller chunks to its ultimate customers.

Brokered deposits are further sub-divided into the following categories:
o Reciprocal Brokered Deposits

o Brokered Sweep Deposit

o Other Brokered Deposits

Each of the above specified brokered deposit categories are assigned a different Run-off rate.

f) Foreign Central Bank Borrowings

If a bank has borrowed from a foreign central bank, then such borrowings will get an outflow rate equal
to the rate specified by that jurisdiction under its minimum liquidity standard. In the absence of a
specific outflow rate from the foreign jurisdiction, the outflow rate will be equal to the rates specified for
secured funding transactions under section 32(j) of the US Federal Reserve's regulation, Liquidity
Coverage Ratio: Liquidity Risk Measurement, Standards, and Monitoring.

The application provides banks the ability to specify multiple outflow rates for borrowings from each
foreign central bank.

12.2.2.5 Calculation of Liquidity Coverage Ratio (LCR)

Under the US Liquidity Coverage Ratio requirements, a peak cumulative net cash outflow day is
identified and the net cash outflow calculated on a cumulative basis on that day is taken as the
denominator value. The liquidity horizon prescribed by the US Federal Reserve is 30 calendar days.

The formula for calculating cumulative net cash outflows on each day is as follows:
Cumulative Net Cash Outflowr

%

t
= ( Cash 0wt flowym, Maruricy + Z Cash Qutflowr ]
T=1

\ A

; : t \
Cash Inflows ] : 1?5% b4 (Cash Out flowyon Maruricy + Z Cash Qutflows ]]]

- [Miﬂimum(
T=1 £

\T=1
Where,

T = Calendar days ranging from 1 to 30

This calculation is done on a daily basis for 30 calendar days after the current date and the highest
cumulative net cash outflow is identified. This value is taken as the net cash outflow.

1. Numerical example for Net Cash Outflow Calculation — LCR

As per the US Federal Reserve, the peak cumulative net cash outflow approach is used for calculation
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of the denominator of the Liquidity Coverage Ratio. This is applicable to all large banks that are
required to calculate the LCR on an unmodified basis. The liquidity horizon prescribed by the US
Federal Reserve for the calculation of the LCR is 30 calendar days.

The table below illustrates this approach to Liquidity Coverage Ratio calculation. For computational
convenience we have taken the liquidity horizon as 10 days instead of 30 days.

Cumulative
Gl Cumulative Gl Cash Total
Outflows Cash Total Inflows Inflows Cumulative Net

Non- with Outflows | cymylative with with Inflows Cumulative

Calculation | Maturity Maturity with Cash Maturity Maturity post 75% Cash
Day (CEEl equal to Maturity Outflows equal to equal to Cap Outflow
Outflows equal to f
i i Calculation .
Calculation Calculation (@) Calculation > [c = min {b, (a-c)
Day Day Day ay (a* 75%)}]
(b)

Day 1 200 100 100 300 90 90 90 210
Day 2 200 20 120 320 5 95 95 225
Day 3 200 10 130 330 5 100 100 230
Day 4 200 15 145 345 20 120 120 225
Day 5 200 20 165 365 15 135 135 230
Day 6 200 0 165 365 0 135 135 230
Day 7 200 0 165 365 0 135 135 230
Day 8 200 10 175 375 8 143 143 232
Day 9 200 15 190 390 17 160 160 230
Day 10 200 25 215 415 40 200 200 215

Table 85 Peak Cumulative Net Cash Outflow Calculation - LCR

As per this illustration, the peak cumulative net cash outflow occurs on Day 8. Therefore, the net cash
outflow on Day 8, that is, 232, is taken as the denominator value in the LCR calculation.
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12.2.2.6 Deposit Stability Identification

A stable deposit is a deposit whose entire outstanding balance is fully covered by deposit insurance
provided by Federal Deposit Insurance Corporation (FDIC) of USA and which satisfies one of the
following conditions:

1. Itis held in a transactional account by the depositor
Or
2. The depositor has an established relationship with the reporting legal entity

The FDIC covers all deposit accounts, including checking and savings accounts, money market deposit
accounts and certificates of deposit. The standard insurance amount is $250,000 per depositor, per
insured bank, for an ownership category. The various ownership categories are at account level
coverage status and subject to a specific limit per customer, irrespective of the ownership category. Only
the fully covered accounts are considered in case of deposit stability.

Note:

Fully covered, in the context of US Federal Reserve on LCR, means that, the entire outstanding balance
of the deposit account must be covered by insurance.

1. Products Covered by Federal Deposit Insurance Corporation (FDIC)

FDIC covers all deposit accounts including deposits in a checking account, negotiable order of withdrawal
(NOW) account, savings account, money market deposit account (MMDA), time deposit such as a
certificate of deposit (CD), or an official item issued by a bank (such as a cashier's check or money
order).

2. Allocation of Maximum Insured Amount

The maximum insured amount calculated for each ownership category as per the procedure stated above
is allocated to multiple accounts in each category in the decreasing order of the outstanding amount
(including interest) of the accounts, provided it fully covers the outstanding amount of the account. The
insurance coverage status is updated for each deposit account as follows:

Fully Insured : Insured Amount = Outstanding Amount
Partially Insured: Insured Amount > 0 and < Outstanding amount
Uninsured : Insured Amount = 0

The insurance limit is allocated to each account belonging to a particular customer within a given
ownership category as per the procedure given as follows:

1. Arrange all accounts in the descending order of their outstanding balances.
2. Allocate the insurance limit available to account 1 to n — 1 as per the formula given below:

Insured Amount
= If [{{Insurance Limit Available
— Outstanding Balance)
= 0}: Outstanding Balance else 0]
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Where,

Insurance Limit Available

Limit available post allocation to previous accounts

= Insurance Limit Available,_; — Insured Amount,_;

X : Number of accounts up to the current account to which insured
amount is to be allocated
n . Total number of accounts of a customer which are eligible for
insurance coverage under a given ownership category
3. Allocate the remaining available insurance to the last account i.e. account n.

An illustration of this procedure is detailed as follows for all accounts belonging to customer A which are
eligible for insurance coverage under the Single ownership category.

Outstanding Insurance Limit Remaining Insurance
Account eliea Avialahle i Insured Uninsured
Number Amount Amount
(a) () (b-a)
9 143934 250000 106066 143934 0
3 131071 106066 -25005 0 131071
5 124006 106066 -17940 0 124006
10 117015 106066 -10949 0 117015
4 91870 106066 14196 91870 0
7 78324 14196 -64128 0 78324
2 58462 14196 -44266 0 58462
1 51370 14196 -37174 0 51370
6 35700 14196 -21504 0 35700
8 29405 14196 -15209 14196 15209

3. Ownership Categories

Table 86 Insurance Limit Allocation

LRM 3.0 assumes the insurance limit for each customer per ownership category level as

download.

The ownership categories covered by Federal Deposit Insurance Corporation (FDIC) are the

following 8 in number :
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Single Accounts

Joint Accounts

Certain Retirement Accounts

Revocable Trust Accounts

Irrevocable Trust Accounts

Employee Benefit Plan Accounts

Corporation / Partnership / Unincorporated Association Accounts
Government Accounts

12.2.2.7 Consolidation as Per Minimum LCR Approach

The process of consolidating HQLA as per US Federal Reserve differs slightly based on the type
of subsidiary. Broadly 3 methods of consolidating HQLA are followed, based on the type of
subsidiary, which is detailed below:

1. In Case of US Consolidated Subsidiaries Subject to Minimum LCR Requirements

In case of a US based legal entity that is a consolidated subsidiary of a covered company,
consolidation is done as follows:

Vi.

Identify whether the subsidiary is a US consolidated subsidiary.

If condition (i) is fulfilled, identify whether the US consolidated subsidiary is subject to
minimum LCR requirement that is, whether the subsidiary in question is a regulated
entity.

If condition (ii) is fulfilled, then calculate the net cash outflow based on the US Federal
Reserve LCR approach that is, based on the peak cumulative cash flow calculation,
eliminating inter-company transactions at the level of the consolidated subsidiary.
Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow that is, to the extent required to satisfy minimum LCR requirements of
that subsidiary as part of the covered company’s HQLA.

Consolidate the entire amount of post-haircut unrestricted HQLA held at the consolidated
subsidiary as part of the covered company’s HQLA.

Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

2. In Case of US Consolidated Subsidiaries Not Subject to Minimum LCR Requirements

Identify whether the subsidiary is a US consolidated subsidiary.

If condition (i) is fulfilled, identify whether the US consolidated subsidiary is subject to
minimum LCR requirement that is. whether the subsidiary in question is a regulated
entity.

If condition (i) is not fulfilled, eliminate all inter-company transactions till the level of the
immediate parent of the consolidated subsidiary and then calculate the net cash outflow
based on the BIS LCR approach that is, based on net cash flows on the 30" day.
Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow and the entire amount of post-haircut unrestricted HQLA as part of the
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V.

covered company’s HQLA.

Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

3. In Case of Non-US Consolidated Subsidiaries
Identify whether the subsidiary is a US consolidated subsidiary.
If condition (i) is not fulfilled, eliminate all inter-company transactions till the level of the
immediate parent of the foreign subsidiary and then calculate the net cash outflow based
on the BIS LCR approach that is, based on net cash flows on the 30" day.
Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow and the entire amount of post-haircut unrestricted HQLA as part of the

covered company’s HQLA.

Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

Consolidation is done on a step by step basis based on each level of the organization structure
starting from the most granular level. This means that intercompany transactions are eliminated
at each sub-consolidation level till the final level of the consolidation (generally BHC) is reached.
The Consolidated HQLA calculated at the level of the immediate subsidiary of the BHC is added
to the HQLA held by the BHC. All intercompany cash flows are eliminated and the LCR is
calculated in accordance with the minimum LCR approach.

For instance a bank’s organization structure is as follows:

Legal Entity 1

Bank Holding
Company

Legal Entity 2

Figure 57 A Bank’s Organization Structure

Legal Entity 3

S —

Legal Entity 4

ooy

Legal Entity 6

S —

Legal Entity 7

S —

Legal Entity 5

S —

ooy

Legal Entity 8

S —

Legal Entity 9

S —

Legal Entity 10

S

In this case, at the first level of consolidation, calculation of net cash outflows and HQLA is done
on a solo basis for legal entities 6, 7, 8, 9 and 10 as they do not have any subsidiaries. In case of
regulated entities, intercompany transactions are not eliminated; whereas in case of non-
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regulated or foreign subsidiaries, intercompany transactions are eliminated to the next level of

consolidation that is, legal entities 3 and 5. The restricted HQLA from entities 6 and 7 are

consolidated to the extent of their net cash outflows, based on the respective approaches, while
the unrestricted HQLA is transferred fully to legal entity 3. The cash inflows and outflows are
consolidated to the full extent.

At the second level of consolidation that is, legal entity 3, intercompany transactions are

eliminated till legal entity 1, if LE 3 is a non-regulated or foreign subsidiary. The HQLA is

calculated as a sum of the consolidated restricted and unrestricted HQLA of entities 6 and 7 and
the HQLA of legal entity 3. The net cash outflow is calculated based on the cash flows of entities

3, 6 and 7, post elimination of intercompany transactions if applicable. The consolidated HQLA is

calculated based on the procedure detailed in the following section.

This process continues in a step-by-step manner till the bank holding company level.

Note:

1. Stock of HQLA is calculated based on the US Federal Reserve LCR calculation approach
for all subsidiaries. Only the approach to net cash outflow calculation changes based on
the type of subsidiary as detailed earlier.

2. The amount of HQLA that can be consolidated is determined after applying the relevant
haircuts that is, the post haircut value of HQLA is compared with the net cash outflow in
order to estimate the consolidated HQLA.

3. The restricted HQLA is consolidated based on the sequence of the quality of the asset
that is, level 1 HQLA is consolidated first, followed by level 2A and 2B.
4, In case of modified holding companies, the net cash outflow calculation will be in

accordance with the modified LCR approach that is, the 21-day scenario. All other
calculations remain unchanged.

12.2.3 Modified Liquidity Coverage Ratio Calculation Process Flow

12.2.3.1 Changes vis-a-vis Minimum Liquidity Coverage Ratio Calculation

The changes in the modified LCR calculations vs. US Fed LCR calculations are as follows:

1.

3.

21-day LCR horizon, which means HQLA adjustments, cash inflows and outflows are based on
transactions that mature in 21 days.

70% of the LCR outflow and inflow rates are used in the modified LCR calculations. HQLA haircut
values remain unchanged.

Denominator is calculated in accordance with the BIS approach and not based on the peak

cumulative net cash outflow.
All other conditions remain unchanged between LCR and modified LCR calculations.

12.2.3.2 Calculation of Net Cash Outflows (NCOF)

The US Federal Reserve has devised a modified LCR approach for smaller banks which are not as
complex as the LCR calculations.
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As per the US Federal Reserve, the net cash outflow calculated on a cumulative basis on the last day
of the liquidity horizon is taken as the denominator value in case of the modified LCR calculations. The
liquidity horizon prescribed by the US Federal Reserve for the calculation of modified LCR is 21
calendar days.

1. Numerical example for Net Cash OQutflow Calculation — Modified LCR
The table below illustrates the modified LCR approach. For computational convenience we have taken
the liquidity horizon as 10 days instead of 21 days.

Calculation Day Non-Maturity Cash Cash Outflows with Maturity | Cash Inflows with Maturity
Outflows equal to Calculation Day equal to Calculation Day

Day 1 200 100 90
Day 2 200 20 5
Day 3 200 10 5
Day 4 200 15 20
Day 5 200 20 15
Day 6 200 0 0
Day 7 200 0 0
Day 8 200 10 8
Day 9 200 15 17
Day 10 200 25 40
Total 200 215 200

Table 87 Net Cash Outflow Calculation — Modified LCR

Cumulative Cash Outflows = 200+215 = 415
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Net Cash Outflows = 415 — Min (0.75* 415, 200) = 215

12.2.3.3 Consolidation as per Modified LCR Approach

Consolidation for a modified BHC is done as per the procedure detailed in the following sections

1. In Case of US Consolidated Subsidiaries Subject to Modified LCR Requirements

In case

of a US based legal entity that is a consolidated subsidiary of a modified LCR parent

company, consolidation is done as follows:

V.

Vi.

Vii.

viii.

Identify whether the subsidiary is a US consolidated subsidiary.

If condition (i) is fulfilled, identify whether the US consolidated subsidiary is subject to
modified LCR requirement that is, whether the subsidiary in question is a regulated entity.
If condition (ii) is fulfilled, then calculate the net cash outflow based on the US Federal
Reserve modified LCR approach that is, based on the cumulative cash flows on the 21%
day, eliminating inter-company transactions at the level of the consolidated subsidiary.
Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow that is, to the extent required to satisfy modified LCR requirements of
that subsidiary as part of the modified parent company’s HQLA.

Consolidate the entire amount of post-haircut unrestricted HQLA held at the consolidated
subsidiary as part of the modified parent company’s HQLA.

Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

2. In Case of US Consolidated Subsidiaries Not Subject to Modified LCR Requirements

Identify whether the subsidiary is a US consolidated subsidiary.

If condition (i) is fulfilled, identify whether the US consolidated subsidiary is subject to
modified LCR requirement that is, whether the subsidiary in question is a regulated entity.
If condition (i) is not fulfilled, eliminate all inter-company transactions till the level of the
immediate parent of the consolidated subsidiary and then calculate the net cash outflow
based on the US Federal Reserve modified LCR approach that is, based on the
cumulative cash flows on the 21* day.

Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow and the entire amount of post-haircut unrestricted HQLA as part of the
modified parent company’s HQLA.

Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

3. In Case of Non-US Consolidated Subsidiaries

Identify whether the subsidiary is a US consolidated subsidiary.

If condition (i) is not fulfilled, eliminate all inter-company transactions till the level of the
immediate parent of the consolidated subsidiary and then calculate the net cash outflow
based on the US Federal Reserve modified LCR approach that is, based on the
cumulative cash flows on the 21* day.
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iii. Consolidate post-haircut restricted HQLA to the extent of the consolidated subsidiary’s
net cash outflow and the entire amount of post-haircut unrestricted HQLA as part of the
modified parent company’s HQLA.

iv. Consolidate all cash inflows and outflows which are part of the net cash flow calculation.

These steps are repeated for each level in the organization structure, till the final consolidation
level as selected in the Run is reached. The Consolidated HQLA calculated at the level of the
immediate subsidiary of the BHC is added to the HQLA held by the BHC. All intercompany cash
flows are eliminated and the LCR is calculated in accordance with the modified LCR approach.
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13 User Roles and Access

The three basic roles defined in the LRM 3.0 application are as follows:

1.

Note:

LRM Analyst: This user is responsible for defining and maintaining the user interface input
parameters and definitions required by the application. This user is also allowed to execute the
Runs defined within the application.

LRM Analyst can define time buckets, business assumptions and Runs with the following access
privileges: Add, View, Edit, Copy, Delete, Send for Approval, Make Active, Retire, Approval
Summary, as well as execute the Runs created in the application. This user is not allowed to
approve definitions. A business assumption or a Run is sent for approval by this user to the LRM
approver.

LRM Approver: This user is responsible for verifying and approving the tasks assigned to and
completed by the LRM Analyst. Additionally, this user can execute the Runs created in the
application. For instance, this user can approve, and execute a definition.

LRM Approver can approve business assumptions and Runs defined by the LRM analyst with the
following access privileges: View, Approve, Reject, Retire, Approval Summary, and execute the
Runs created in the application.

LRM System Administrator: This user is responsible for ensuring that all inputs required for the
liquidity risk calculations have been specified in a functionally appropriate manner, in line with the
bank’s liquidity risk objectives. LRM Administrator is responsible for preparing the metadata
required for LRM, including access to Application Preferences window. This user is allowed to
approve all tasks across functional areas of the Liquidity Risk Management application.

LRM Administrator can perform the following functions: View, Delete, Send For Approval,
Approve, Reject, and Approval Summary. This user is not allowed to perform the following
functions: Add, Edit, Copy, Make Active, Retire, and execute the Runs created in the application.

Refer section Approval Work Flow for more information.
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14 Approval Work Flow

14.1 Overview

OFS LRM supports approval workflows based on user roles. A one-step maker-checker approval is
supported for business assumption definition and Run definition to ensure that computations are carried

out using the right input data.

A definition goes through mulitple stages, each with a different status, before it can be used for
computation. For instance, when a new business assumption is defined and saved, it will be in ‘Draft’
status. When the definition is edited and sent for authorization, the status of the definition changes to
‘Pending Approval’ and so on. Each stage requires action from the relevant user based on the role

assigned to her. Similarly, a Run definition goes through the same stages of approval.

14.2 Understanding Approval Work Flow

Each definition goes through mulitple stages and has a staus assiciated with it in each stage and the

following table explains the status at each stage.

Status Description
When a new definition is created and saved for the first time it is in ‘Draft’
Draft status. While in draft status, the user is allowed to make any necessary edits

without a change in the version number.

Pending Approval

When a definition is sent for approval but is not yet approved by the approver
the status changes to ‘Pending Approval’. This does not result in a change in
the version number.

Open

When a definition is rejected by the approver, it changes to ‘Open’ status and
is required to be updated or rectified. This does not result in a change in the
version number. After the necessary updates have been made, it goes
through the approval process again. You are allowed to delete a version in
‘Open’ status.

Approved

When a definition has been approved by the LRM approver its status changes
to ‘Approved’. An approved version of the definition, whose ‘Active’ status is
Y, is picked up for execution. This does not result in a change in the version
number.

In Review

When a definition is edited post approval, but is not yet sent for the next round
of approval, the status displayed is ‘In Review'. This edit will result in the
creation of a new version of that definition with a new version number. This
version of the definition is not picked up for execution till it is approved.
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Status Description

Retired

When a definition is retired, i.e. no longer required for further computations, its
status changes to ‘Retired’. This action does not result in a change in the
version number of the definition.

A retired definition no longer appears for selection in the Run Management
window while defining new Runs. However, it can still be executed as part of
an existing Run definition. A retired definition is not deleted as it was used
previously and will be retained for audit purposes.

The steps which explain the approval work flow process and the tasks that a user can perform during
each stage are as follows:

1. To create a new definition, click Add icon in the Business Assumptions Summary window. On
creation of a new definition it is in ‘Draft’ status. The icons which are enabled while a definition is
in Draft status are as follows: View, Edit, Copy, Delete, Send for Approval, and Approval
Summary.

The actions which are permissible when a definition is in ‘Draft’ status are as follows:

You can view the definition by clicking the View icon in the summary window. You cannot
edit the values in View mode.

You can edit the definition by clicking the Edit icon in the summary window and make the
required changes. This does not result in a new version.

You can copy the definition and save it with a new name by clicking the Copy icon in the
summary window. The new definition will have the same attributes as the existing
definition and will be created as version 0. This definition will be in'Draft’ status and the
necessary edits can be made.

You are allowed to delete any definition which is in ‘Draft’ status, by selecting the
definition from the summary window and clicking the Delete icon.

Once the definition is finalized, you can initiate the approval process by opening the
definition in edit mode and clicking the Send for Approval icon in the definition window.
This changes the status of the definition to ‘Pending Approval'.

You can view the approval workflow for the definition in the Approval Summary window,

by clicking the Approval Summary icon. This window provides details of each change in
the approval status.

2. Once the definition is finalized, it is sent for approval and its status changes to ‘Pending
Approval’. The icons which are enabled in the ‘Pending Approval’ status are as follows: View,
Copy, Approve, Reject, and Approval Summary.

The actions which are permissible when a definition is in ‘Pending Approval’ status are as follows:

You can view the definition by clicking the View icon in the summary window. You cannot
edit the values in View mode.
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Note:

You can copy the definition and save it with a new name by clicking the Copy icon in the
summary window. The new definition will have the same attributes as the existing
definition and will be created as version 0. This definition will be in 'Draft’ status and the
necessary edits can be made.

You can approve the definition, if you have the appropriate access rights, by clicking the
Approve icon. You are allowed to add comments. The status changes to ‘Approved’
when you have completed the approval process.

You can reject the definition, if you have the appropriate access rights, by clicking the
Reject icon. You are allowed to add comments. Rejecting a definition changes the status
to ‘In Review'.

You can view the approval workflow for the definition in the Approval Summary window,
by clicking the Approval Summary icon. This window provides details of each change in
the approval status. This window provides details of each change in the approval status.

The Approve or Reject buttons are present only for users who are mapped to the LRM
Approver role.

3. If a definition is rejected by the LRM approver, its status changes to ‘Open’. The icons which are

enabled

in the Open status are as follows: View, Edit, Copy, Send for Approval, and Approval

Summary.

The acti

ons which are permissible when a definition is in ‘Open’ status are as follows:

You can view the definition by clicking the View icon in the summary window. You cannot
edit the values in View mode.

You can edit the definition by clicking the Edit icon in the summary window and make the
required changes. Once the edits are saved, the status still remains in ‘Open’ status.

You can copy the definition and save it with a new name by clicking the Copy icon in the
summary window. The new definition will have the same attributes as the existing
definition and will be created as version 0. This definition will be in'Draft’ status and the
necessary edits can be made.

After modifying the definition, you can send it again for approval, by clicking Send for
Approval. This changes the status of the definition to ‘Pending Approval'.

You can view the approval workflow for the definition in the Approval Summary window,
by clicking the Approval Summary icon. This window provides details of each change in
the approval status.

4. Once the definition is reviewed and approved it status changes to ‘Approved’. The icons which
are enabled in the Approved status are as follows: View, Edit, Copy, Make Active, Retire, and
Approval Summary.

The acti

ons which are permissible when a definition is in ‘Approved’ status are as follows:

You can view the definition by clicking the View icon in the summary window. You cannot
edit the values in View mode.
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You can edit the definition by clicking the Edit icon in the summary window and make the
required changes. The definition is still in ‘In Review’ status.

You can copy the definition and save it with a new name by clicking the Copy icon in the
summary window. The new definition will have the same attributes as the existing
definition and will be created as version 0. This definition will be in'Draft’ status and the
necessary edits can be made.

If the definition is an older version that is not currently used for computations, you can
make it active to be picked by for executions by clicking the Make Active icon in the
summary window.

You can retire a definition when it is no longer applicable or required for calculations, by
clicking Retire in the summary window.

You can view the approval workflow for the definition in the Approval Summary window,
by clicking the Approval Summary icon. This window provides details of each change in
the approval status.

5. When an approved definition is edited, a new version of the definition is created with the status ‘In

Review’
Send fo

The acti

Note:

6. Youcan

. The icons which are enabled in the In Review status are as follows: View, Edit, Copy,
r Approval, and Approval Summary.

ons which are permissible when a definition is in ‘In Review’ status are as follows:

You can view the definition by clicking the View icon in the summary window. You cannot
edit the values in View mode.

You can edit the definition by clicking the Edit icon in the summary window and make the
required changes. The definition is still in ‘In Review’ status.

You can copy the definition and save it with a new name by clicking the Copy icon in the
summary window. The new definition will have the same attributes as the existing
definition and will be created as version 0. This definition will be in'Draft’ status and the
necessary edits can be made.

You can send a definition for approval by clicking the Send for Approval icon in the
definition window. This changes the status of the definition to ‘Pending Approval'.

You can view the approval workflow for the definition in the Approval Summary window,
by clicking the Approval Summary icon. This window provides details of each change in
the approval status.

Only a business assumption definition, once approved, can be edited. A new version of
such the definition is created.

A Run, once approved, is not allowed to be edited. Hence, no versioning of Runs is
supported.

retire an approved definition, if it is no longer valid, by clicking the Retire icon. The icons

which are enabled in the ‘Retire’ status are as follows: View, Delete Copy and Approval

Summa

ry.
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The actions which are permissible when a definition is ‘Retired’status are as follows:

e You can view the definition by clicking the View icon in the summary window. You cannot
edit the values in View mode.

e You are allowed to delete the retired definition by clicking the Delete icon. A retired
business assumption is allowed to be deleted only if it is not used in any Run.

e You can view the approval workflow for the definition in the Approval Summary window,
by clicking the Approval Summary icon. This window provides details of each change in
the approval status.

The table below provides a snapshot of the Ul functions that are enabled for each status:

Status
Ul Functions Eneling | .
Draft Approved Open In Review Retired
Approval
Add v x x x x x
View v v v v v v
Edit v x v v v x
Copy v v v v v v
Delete v x x x v v'
Send For Approval 4 x x v v x
Approve x v x x x x
Reject x v x x x x
Make Active x x v x x x
Retire x x v x x x
Approval Summary 4 v v v v v
Run Execution Parameters x x v x x x
Run Execution Summary x x v x x v

* Deletion is allowed only if the business assumption definition is not used in any Run
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The approval work flow and the logical change in each status Is depicted as part of the process flow

‘ Start ’

below:

Draft

Send for Approval

For Business Assumptions
it goes to ‘In Review’ status
when edited and a new

Figure 58 Approval WorkFlow

Pendin Send
A rovgl «— for — In Review
PP Approval
Reject—‘—Approved
i Reject
— Open Approved Edited
Retire
Delete

A

version is created. This is
not applicable for Run
Management.
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Annexure A: LRM Data Flow and Dimensions

This section provides details on the movement of data from staging area or tables to the processing
area or tables. The application supports multiple pre-configured table-to-table (T2T) definitions and
data transformations (DT) for moving data from the staging tables to the processing tables. This
section details all the table names where cash flow data is moved and stored in the reporting tables.

1. When OFS ALM is installed,

Data on cash flows is expected as an input in the Stage Account Cash Flow table which also
contains cash flow dates for all the accounts. On execution of
PROCESS_CASH_FLOW_POPULATION_CTRL T2T, data moves from Stage Account Cash
Flow table to Fact Process Cash Flow table.

2. In Fact Process Cash Flow table, all the corresponding skeys of stage account cash flows code
columns are populated by joining them to the corresponding code columns in dimension
tables(skeys are fetched from these dimension tables).

3. Data moves from Fact Process Cash Flow table to Fact Account Cash Flow table. The cash flows
in Fact Process Cash Flow table are time bucketed and aggregated account and time bucket
wise as they are moved to Fact Account Cash Flow table. This is done by these two T2T'’s
(LRM_TB_ACCOUNT_CASHFLOW_POP and
LRM_OPEN_MAT_TB_ACCT_CASHFLOW_POP).

Note:

Cash flows are stored at the granularity of account and time bucket in the Fact Account Cash
Flow table whereas they are stored at the granularity of account and cash flow date in the Fact
Process Cash Flow table.

4. When OFS ALM is not installed,

The cash flows in stage account cash flows are moved to fact account cash flows. The cash flows
are time bucketed and aggregated as they move from stage account cash flows to fact account
cash flows. This is done in these two T2T's (LRM_FCT_ACCT_CASH_FLOWS TB POP and
LRM_FCT_ACCT_CASH_FLOWS_OPEN_MAT_TB_POP).

5. Cash flows from Fact Account Cash Flow table move into Fact Aggregate Cash Flow table based
on user selected aggregation dimensions and the mandatory dimensions. The aggregation
dimensions supported by the application are as follows:

e Ready Access to Insured Deposit

e Account Forward Start Flag

e Account Country Liquidity Risk Flag

e Downgrade Trigger Assocaited to Account Flag

e Account Fully Covered Under Insurance Scheme
e Ready Access to Additional Funding

e Broker Involved Flag

e Callable Period Greater then Liquidity Horizon

e Collateral Covers Short Position
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Collateral Segregated Flag

Major Component Index Flag
Covering Banks Short Position
Covering Customer Short Position
Credit Facility Status

Customer Child Flag

Customer Parent Flag

Customer Financial Entity Identifier
Delinquency Day Greater then Liquidity Horizon
Domestic Currency Flag

Domestic Customer Flag

Domestic Issuer Flag

Effective Insurance Scheme Flag
Embedded Options Flag
Encumbrance Status Flag

Escrow Account Flag

Customer Established Relationship Flag
Maturity Extendibility Flag

Flag for Ex-Post Credit Decision by Central Bank
Facility Commitment Identifier

Fully Performing Asset Flag

Full Recourse Flag

Guarantor US Flag

Asset with Hedge Flag

High Stability Flag

Home Jurisdiction Flag

High Quiality Liquid Asset Collateral Substitution
Institutional Network Flag

Inter Bank Identifier

Intra Bank Identifier

Issuer Financial Entity Flag

Issuer Risk Retention Flag

Issuer US Flag

Issuer Parent Financial Entity Flag
Line of Credit Extended

Liquidity Status Flag

Maturity Less Than Liquidity Horizon
Netting Agreement Flag

Exactly off-Setting Reverse Repo Flag
Operational Account Flag

Operational Relationship

Over the Counter Flag
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Recognised Exchange Listed

Regular Central Bank Standing Arrangements Flag
Collateral Re-hypothecation Flag

Residual Maturity Less than Liquidity Horizon
Secured Or Unsecured Flag

Self Investment Flag

Sell Flag

Short Term Flag

Significant Withdrawal Penalty

Sold Exclusively In Retail Market

Structured Debt Product Flag

Trade Related Obligations

Transactional Account Flag

Underlying Collateral Covering Short Position
Received Underlying Re-hypothecation Flag
Underlying Re-hypothecation Flag

Withdrawal Notice Period Greater then Liquidity Horizon
Account Risk Weight Surrogate Key

Account Status Surrogate Key

Age on Book Band Key

Asset Level Surrogate Key

As of Date Surrogate Key

Available Intraday Liquidity Surrogate Source Key
Broker Deposit Type Surrogate Key

Callable Period Band Surrogate Key

Acquisition Channel Surrogate Key

Collateral Substituted Asset Level Surrogate Key
Credit Line Purpose Category Surrogate Key
Credit Line Purpose Surrogate Key

Credit Line Surrogate Key

Credit Rating Surrogate Key

Customer Type Surrogate Key

Deferred Start Date Time Bucket

Effective Maturity Band Surrogate Key

Effective Maturity Time Bucket Surrogate Key
Effective Residual Maturity Band Surrogate Key
Effective Residual Maturity Time Bucket Surrogate Key

Next Call Date Time Bucket Surrogate Key for Embedded
Option

Encumbrance Period
Encumbrance Status Surrogate Key
Encumbrance Time Bucket Surrogate Key
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Entity Surrogate Key

End of Period Balance Band Surrogate Key
Excess Mitigant Value Reporting Currency
Guarantor Risk Weight Surrogate Key

Highly Stable Amount

Holding Type Identifier

Interest type

Risk Weight Surrogate Key

Issuer Surrogate Key

Issuer Type Surrogate Key

Lob Surrogate Key

Loan to Value Band Surrogate Key

Maturity Band Surrogate Key

Maturity Bucket Surrogate Key

Maximum Price Change Band Surrogate Key
Maximum Volatility Haircut Band Surrogate Key

Maximum Market value Percentage change
Surrogate Key

Netting Agreement Surrogate Key

Non Contractual Obligation Type Surrogate Key
Ownership Category Surrogate Key

4G Reporting Line Surrogate Key

Residual Maturity Band Surrogate Key
Residual Maturity Time Bucket Surrogate Key
Revocable Status Surrogate Key

Run Surrogate Key

Standard Customer Type Surrogate Key
Standard Guarantor Type Surrogate Key
Standard Issuer Type Surrogate Key
Standard Product Type Surrogate Key
Standard Accounting Head Surrogate Key
Standard Counterparty Type Surrogate Key
Underlying Asset Level Surrogate Key
Underlying Received Asset Surrogate Key
Underlying Basel Risk Weight

Underlying Standard Issuer Type
Underlying Standard Product Type
Commitment Contract Code

Insurance Fund Type

Currency Code

Master Agreement Code

Non Contractual Obligation Identifier

band
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e Inor Out or At The Money Indicator

6. As part of the contractual Run execution, data flows from Fact Aggregate Cash Flow table to the
reporting tables and the liquidity gap report based on the contractual cash flows is generated from
reporting tables. Contractual Run execution assesses the current liquidity status of the
organization purely under contractual terms, without the application of any business assumption.

In a BAU or stress Run execution, the data which was loaded into Fact Aggregate Cash Flow
table as part of the underlying contractual Run is re-inserted in the same table against a new
execution skey and currency conversion module is re-executed as reporting currency of the
contractual Run and the BAU or stress Runs may be different. User-defined BAU or stress
business assumptions are executed on the aggregated cash flows in Fact Aggregate Cash Flow
table. Once the assumptions are applied, the cash flow in the reporting currency rules for
assumptions are adjusted. Currency conversion is re-executed to convert the adjusted cash flows
from reporting currency to local and natural currency.

7. Once cash flows are adjusted in the Fact Aggregate Cash Flow table based on the business
assumptions applied, data is moved into the reporting tables and Gap reports of Adjusted Cash
flow can be generated from these reporting tables.

Based on the purpose selected in the Run Definition window for the BAU Run,
e When Liquidity Ratio Calculation is selected, LCR is calculated.

e When FR2052 a and b is selected, the reporting line reclassification occurs and the
reporting measures are aggregated across the reporting lines and moved to the reporting
table (Fact Liquidity Reporting table).
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Annexure B: Multiple Segments

The configurations to be done to support multiple segments are as follows:
Comma separated list of all the segments created for LRM needs to be updated in
V_COMPONENT_VALUE of SETUP_MASTER table where V_COMPONENT_CODE equals to
LRMSEGM. The entry should be as follows:
Note:

e Time Bucket is common across all the segments.

e Segment is not applicable to “Counterbalancing Strategy Definition”, user can define
counterbalancing strategy on the Runs defined across LRM segments.
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Annexure C: Configuring Limit Management

Limit Management has been de-scoped for LRM 3.0 and is supported as a separate capability.
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Annexure D: OFS ALM — OFS LRM Cash Flow Integration

This section is applicable only if a bank has both OFS Asset Liability Management and OFS Liquidity Risk
Management installed and if the cash flows generated by OFS ALM are to be considered for calculation
within OFS LRM. The following steps are required to be performed to consider the cash flows generated
by OFS ALM for LRM computations:

1. Open the Application Preferences window, in Oracle Financial Services Analytical
Applications Infrastructure window. Choose, Risk Applications > Liquidity Risk
Management > Application Preferences on the Left-Hand Side (LHS) menu.

2. Select one or multiple cash flow generation processes from the Contractual Cash Flow Process
Selection section. This selection enables OFS LRM to use the contractual cash flows generated
by OFS ALM for further computations. Refer section Contractual Cash Flow Process Selection for
more information.

3. Refer ALM LRM Integration page in the OFS Liquidity Risk Management V3.0.0.0.0 Run
Chart.xlIsx for details on the batches to be executed to populate the cash flows from ALM output
tables.

4. Once these batches are executed, verify whether the data for the selected process IDs is
appearing in the Fact Process Cash Flow table.
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Annexure E: Create/Execute LRM Batch
To create or execute LRM batch from command line, perform the following steps:
1. Goto $FIC_APP_HOME/icc/bin and open the IrmExecParams.properties.

2. Enter all the required parameters, then run the IrmBatch.sh file to create or execute a batch.

3. To execute the batch, provide input parameter as EXECUTE=Y in IrmExecParams.properties file.
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Annexure F: Setup Master Table Configuration

The setup master table configuration is as follows:

Component Code

Component Description

Example
Component Value

Comment

Component Value should be a

LCR_OPT2_MAX_THRESHOL | Maximum threshold percent which is numeric value or whole
D_EXEMPT_HAIRCUT_PCT exempt from haircut for LCR option 2 25 numbers.
Component Value should be
updated with Holiday Code
which needs to be used for "US
FR2052a Run" and "US
LRM4G_HOL_CODE US 4G Holiday Code 1 FR2052a Run" Runs.
If No Reporting currency
Standard Currency used in currency selected then default value
LRM_STD_CCY_CD conversion usb provided here will be taken.
Component Value should be
Additional Haircut required for option updated with hair cut value
OPTION3_HAIRCUT 3LCR 0.1 appropriately.
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Annexure G: Business Assumption Data Maintenance

A. Adding Existing Dimension to the Assumption

The steps to add an existing dimension (which is already part of LRM Data Model) in the assumption

are as follows:

You must add an entry in FSI_LRM_BUSINESS_DIMENSIONS table and enter the values which are
specified in the description given below.

Column Description of the Entry to

dimensions used in LRM application.
Business dimensions are set of
hierarchies to which liquidity business

assumption can be specified.

Column Name be made Example Value
n_business_dimension_number This attribute stores the Running
sequence for list of business

56

v_dimm_agg_cashflow_col_name

This attribute stores the physical name
of the column in Fact aggregate cash
table which

flow represents

corresponding business dimensions.

F_COLLATERAL_COVER_SHORT P
oS

v_dimm_acct_summary_col_name

This attribute stores the physical name
in FSI LRM
table  which

of column Instrument

summary represents

corresponding business dimension.

F_COLLATERAL_COVER_SHORT P
oS

v_dimension_table_pk_name

This attribute stores the physical nhame
of Primary key column for dimension
table of business dimension used in
LRM application.

V_FLAG_CODE

v_dimension_table_name

This attribute stores the physical name

of dimension table for business

dimensions used in LRM application.

DIM_BOOLEAN_FLAGS

v_dimension_hierarchy_code

This attribute stores the hierarchy code
of business dimensions used in LRM
application.

HLRM230
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Column Name

Column Description of the Entry to
be made

Example Value

v_dimension_alias_table_name

This attribute stores the metadata alias
name of dimensions table for business
dimensions used in LRM application.
Aliases names are created for
dimensions like "underlying asset level"
on dimensions asset level or for all "flag
dimensions" on dimension Boolean flag.
If business hierarchy is not created on
alias table then this attribute should be

empty.

DIM_COLLATERAL_COVER_SHORT_
POS

v_business_dimension_name

This attribute stores the name of
business dimensions used in LRM
application.

Collateral Covering Short Position Flag

v_business_dimension_desc

This attribute stores the description for
business dimensions used in LRM

application.

Collateral Covering Short Position Flag

v_business_dimension_code

This attribute stores the unique code for
business dimensions used in LRM
application.

BO37

f_selection_flag

This attribute indicates if corresponding
business dimension is selected by user
for performing analysis in Liquidity Risk
Management Application.

f_pk_numeric_flag

This attribute indicates if primary key
column of the physical table of the
dimension table is numeric or not.
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B. Adding a New Dimension

The steps to add a new dimension (which is not present in LRM Data Model) in the assumptions are

as follows:

1. New dimensions can be added by including the new dimensions table or creating an alias
over the existing dimension table.

2. Create a hierarchy on the Dimension table or alias.

If itis a Cash Flow Attribute then a column needs to be added to the following tables:

e STG_ACCOUNT_CASH_FLOWS

e FCT_PROCESS_CASHFLOW

e FCT_ACCOUNT_CASH_FLOWS

e FCT_AGG_CASH_FLOWS

If it is an Account Attribute then a column needs to be added to the following tables:

e FSI_LRM_INSTRUMENT

e FCT_AGG_CASH_FLOWS

e FSI_LRM_COMPOSITE_KEY_DIMS

e FCT_BUSS_ASSUMPT_AUDIT_TRAIL

This changes the appropriate T2Ts which is populating data from one table to another table.

You must add an entry in FSI_LRM_BUSINESS DIMENSIONS and enter the values which are
specified in the description given below.

Column Name

Column Description

Example Value

n_business_dimension_number

This attribute stores the

sequence for list of business dimensions

Running

used in LRM application. Business
dimensions are set of hierarchies to
which liquidity business assumption can

be specified.

56

v_dimm_agg_cashflow_col_name

This attribute stores the physical name of
the column in Fact aggregate cash flow
table which represents corresponding
business dimensions.

F_COLLATERAL_COVER_SHORT P
oS

v_dimm_acct_summary_col_name

This attribute stores the physical name of
column in FSI LRM Instrument summary
table which represents corresponding
business dimension.

F_COLLATERAL_COVER_SHORT P
oS
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Column Name

Column Description

Example Value

v_dimension_table_pk_name

This attribute stores the physical name of
Primary key column for dimension table
of business dimension used in LRM
application.

V_FLAG_CODE

v_dimension_table_name

This attribute stores the physical name of
dimension table for business dimensions
used in LRM application.

DIM_BOOLEAN_FLAGS

v_dimension_hierarchy_code

This attribute stores the hierarchy code
of business dimensions used in LRM
application.

HLRM230

v_dimension_alias_table_name

This attribute stores the metadata alias
name of dimensions table for business
dimensions used in LRM application.
Aliases names are created for
dimensions like "underlying asset level"
on dimensions asset level or for all "flag
dimensions" on dimension Boolean flag.
If business hierarchy is not created on
alias table then this attribute should be

empty.

DIM_COLLATERAL_COVER_SHORT
_POS

v_business_dimension_name

This attribute stores the name of
business dimensions used in LRM
application.

Collateral Covering Short Position Flag

v_business_dimension_desc

This attribute stores the description for
business dimensions used in LRM

application.

Collateral Covering Short Position Flag

v_business_dimension_code

This attribute stores the unique code for
business dimensions used in LRM
application.

BO37

f_selection_flag

This attribute indicates if corresponding
business dimension is selected by user
for performing analysis in Liquidity Risk
Management Application.

f_pk_numeric_flag

This attribute indicates if primary key
column of the physical table of the
dimension table is numeric or not.
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C. Adding tasks to the Assumptions

The steps to add a task to the assumptions registered through LRM Business Assumption window

are as follows:

You must add an entry in FSI_LRM_ASSUMPTION_TASKS table and enter the values which are
specified in the description given below.

Column Name

Column Description

Example Value

v_task_placement

This attribute stores identifier if task is to be stitched
pre-offsetting (offsetting refers to Allocation Engine)
or post offsetting (offsetting refers to Allocation
Engine) List of values are PRE-
OFFSETTING,POST-OFFSETTING.

POST-ASSUMPTION

v_task_identifier

This column stores the unique identifier for the task
to be included for assumption.

LRMRULEOQO477

v_assumption_sub_category_nam
e

This attribute stores liquidity business assumption
sub-category name. Liquidity business assumption
category and sub-category are types of assumptions
which are supported and provided out of box in
liquidity risk management application.

72

v_assumption_category_name

This attribute stores liquidity business assumption
category name. Liquidity business assumption
category and sub-category are types of assumptions
which are supported and provided out of box in
liquidity risk management application.

84

n_task_sequence

This attribute stores the sequence in which task is
suppose to appear in the Assumption process.

v_task_type

This column stores the type of the task to be
included for assumption. Possible values can be DT,
Rule.

TYPE3

v_task_name

This column stores the name of the task to be
included for assumption.

LRM - Assumption Application
Change Balance Update
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Annexure H: Run Management Data Maintenance

A. Adding a process for pre/post assumption processing
In LRM Run management, you need to select the purpose for defining a Run from the Run Definition
window. Select the required purpose from the drop-down list. It can be either of the following:
e Basel lll Liquidity Ratio Calculation
e FR 2052 a Report Generation
e FR 2052 b Report Generation
e Long Term Gap Calculation
e U.S Fed Liquidity Ratio Calculation
Once the purpose is selected and the required parameters are selected a Run is created.

If it is Contractual Run, the Run stitches the processes. The processes are taken from the
FSI_LRM_PROCESS_PURPOSE_MAP table. This process map table contains all the processes
which are required for a Run definition in LRM. When the Run type is Contractual, all the processes
with Run type as contractual and process placement as PRE-ASSUMPTION in
FSI_LRM_PROCESS_PURPOSE_MAP are stitched as part of Contractual Run.

If it is BAU Run, in addition to the processes which comes from the process map table, the processes
related to the business assumptions selected are automatically stitched into BAU Run.

In case of Contractual Run all the processes in FSI_LRM_PROCESS PURPOSE_MAP should have
process placement as PRE-ASSUMPTION only. Whereas in BAU they are both PRE/POST-
ASSUMPTION processes.

If you have to add an entry in FSI_LRM_PROCESS_PURPOSE_MAP table, and enter the values
which are specified in the description given below.

Column Name Column Description of the Entry to be made Example Value

v_Run_type This attribute holds the code for the Run type.
The list of values for this column is from
FSI_LRM_LOOKUP_TL.LOOKUP_CD with
category_id as 1. (filter
FSI_LRM_LOOKUP_TL.category_id = 1) 10

v_Run_purpose This attribute stores the purpose of the Run.
The list of values for this column is from
FSI_LRM_LOOKUP_TL.LOOKUP_CD with
category_id as 10.( filter
FSI_LRM_LOOKUP_TL.category_id = 10). 2

v_process_placement This attribute stores identifier if process is to be

stitched pre assumption or post assumption List PRE-ASSUMPTION
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Column Name

Column Description of the Entry to be made

Example Value

of values are "PRE-ASSUMPTION","POST-
ASSUMPTION"

n_process_sequence

This attribute stores the sequence in which

process is suppose to appear in the Run. 1
v_Run_type_desc This attribute holds the description for values
Contractual, BAU, Stress Contractual

v_Run_purpose_desc

This attribute stores the description of purpose
of the Run. It holds the values are "Long Term
Gap Calculation","Basel Il Liquidity Ratio
Calculation","U.S. Fed Liquidity Ratio
Calculation","FR 2052 a Report
Generation","FR 2052 b Report Generation"

Long Term Gap Calculation

v_rrf_process_object _id

This attribute stores the unique ID of RRF
process which will be part of Run for
corresponding purpose and Run type.
Execution will include this process in the Run.

LRM_PROCESS_001

v_rrf_process_description

This attribute stores the description of RRF
process which will be part of Run for
corresponding purpose and Run type.
Execution will include this process in the Run.

LRM - Party and Product
Type Reclassification

v_folder_name

This column stores the folder name for which

process is defined

LRMSEG
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Annexure I: Generating Download Specifications

Data Model for OFS Liquidity Risk Management is available on customer request as an ERwin file.

Download specifications can be extracted from this model. Refer the whitepaper present in OTN for more
details.

A. Additional Information

e GAAP code is a primary key in staging to support multi-GAAP implementations. In LRM v3.0
out of box, the staging product processors to fsi_Irm_instrument T2T's filter for ‘USGAAP’.

e Load Run ID is part of the primary key in staging with default set to zero.
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Glossary
AASF Available Amount of Stable Funding
BAU Business as Usual
BCBS Basel Committee for Banking Supervision
Basel IlI: International framework for liquidity risk measurement,
BCBS 188 standards and monitoring
HQLA High Quality Liquid Asset
ILAS Individual Liquidity Adequacy Standards
LCR Liquidity Coverage Ratio

Level 1 Assets

Level 1 Assets as per Basel lll Guidelines are as follows:
Cash

Central bank reserves to the extent that can be drawn
down during times of stress.

Marketable securities which satisfy the following
conditions:

= [ssuer type or Guarantor Type is one of the
following:

0 Sovereign
o Central Bank

o Non-Central Government Public
Sector Entity

0 Multi-lateral Development Bank

o The Bank For International
Settlements

0 The International Monetary Fund
0 The European Commission

= They are assigned a 0% risk-weight under
the standardized Approach of Basel I

= [ssuer type is not a bank or other financial
services entity

Debt securities issued in the local currency of the legal
entity in which the liquidity risk is being undertaken or the
bank’s country of domicile where the issuer type is
sovereign or central bank and the risk weight assigned to
the sovereign is greater than 0%
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Debt securities issued in foreign currencies, to the extent
that matches currency needs of bank’s operations in that
jurisdiction, where the issuer type is domestic sovereign
or central bank and the risk weight assigned to the
sovereign is greater than 0%

Level 2 Assets

Level 2 Assets as per Basel lll Guidelines are as follows:

Marketable securities which satisfy the following
conditions:

= [ssuer type or Guarantor Type is one of the
following:

0 Sovereign
o Central Bank

o Non-Central Government Public
Sector Entity

0 Multi-lateral Development Banks

= They are assigned a 20% risk-weight under
the standardized Approach of Basel I

= Price has not decreased or haircut has not
increased by more than 10% over a 30-day
period during a relevant period of significant
liquidity stress which is specified by the
bank

Corporate Bonds and Covered Bonds which satisfy the
following conditions

= [ssuer type is a non-financial institution

= [ssuer type is not the bank itself for which
the computations are being carried out or
any of its affiliated entities (in case of
covered bonds)

= Credit rating by a recognized external
credit assessment institution is equal to or
greater than AA- or if it does not have an
external rating, the probability of default as
per the internal rating corresponds to a
rating which is equal to or greater than AA-

= Price has not decreased or haircut has not
increased by more than 10% over a 30-day
period during a relevant period of significant
liquidity stress which is specified by the

bank
NSFR Net Stable Funding Ratio
OFSAAI Oracle Financial Services Analytical Applications Infrastructure
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RASF

Required Amount of Stable Funding

Revised Time

Revised time bucket is the bucket into which the cash flows are to

Buckets be moved from the original time bucket.

Unencumbered Assets are assets which can easily sold or
Unencumbered mortgaged as these assets are free from debt with no legal defects
Assets in its title.
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