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Preface

Intended Audience
Welcome to Release 8.0.2.0.0 of the Oracle Financial Services Basel Regulatory Capital Basic User Guide.

This guide is intended for:

e  Technical Analyst: This user ensures that the data is populated in the relevant tables as per the
specifications, executes, schedules and monitors the execution of Runs as batches.

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

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

. Administrator: The Administrator maintains user accounts and roles, archives data, loads data feeds,
and so on. The administrator would control the access rights of users.

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.

Structure
1 Introduction to Basel Regulatory Capital Basic
2 Overview of OFSAA Infrastructure
3 OFS Basel Regulatory Capital Application
4 Application Processing
5 Reporting
6 Process Tuning
A Frequently Asked Questions

Glossary

Related Information Sources

e Oracle Financial Services Basel Regulatory Capital Basic Release 8.0.2.0.0, Installation Guide
e Oracle Financial Services Basel Regulatory Capital Basic Admin Guide
e Oracle Financial Services Basel Regulatory Capital Analytics User Guide
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What’s New in this Release

In the OFS Basel Regulatory Capital Release 8.0.2.0.0, the changes brought about by “Master
Circular — Basel 111 Capital Regulations, No. DBOD.No.BP.BC.2 /21.06.201/2013-14"
(hereinafter named as the RBI Basel 111 final rules) issued by the Reserve Bank of India and
published in July, 2013 have been introduced.

The following enhancements have been introduced in this release to cater to Basel 111 regulation
for India jurisdiction:

e  Capital Calculations:

(0]

O O O O O

(0]

Calculation of CET1, AT1 and Tier 2 capital for Indian Banks and Foreign Bank branches in
India.

Transitional approach for regulatory deductions and adjustments from the capital tiers.
Investments in the capital instruments of banking, financial and insurance subsidiaries.
Significant investments in paid-up equity of non-financial / commercial entities.

Investment in treasury stock (own stock).

Limited recognition of capital instruments which no longer qualify as non-common equity Tier 1
or Tier 2 capital as per the RBI Basel 111 final rules.

Recognition of Minority Interests.

e Standardized Approach:

(0]

O O O O

Standardized approach to calculate Risk Weighted Assets for General Credit Risk for non-
securitized portfolio.

RW assignment for non-performing assets.

Capital requirement for bank’s exposures to Central counterparties.

CCF assignment for off-balance sheet items.

Risk weight assignment for off-balance sheet items based on the maximum risk weight determined
as per either of obligor risk characteristics, account purpose or underlying type of assets.

e  Securitization exposures treatment as per Standardized approach

(0]

o
o

Risk weighting of exposures such as rated exposures with a long term rating of B+ and below
when held by originator, unrated securitization exposures except an eligible liquidity facilities,
credit enhancements which are first loss positions etc at 1111% instead of deducting these
exposures from capital.

Treatment of securities devolved on originator through underwriting.

Treatment of excess sellers interest.

e Capital ratios covering phase-in, phase out, transitions, qualifying exposure and so on.
e Counterparty Credit Risk calculation as per Current Exposure Method.

e CVA capital charge calculation as per Standardized approach.

e Market Risk charge calculation as per Standardized approach.

e Operational Risk charge calculation as per Basic Indicator approach.

e Calculation of Leverage ratio from Capital Measure and Exposure Measure.
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Chapter 1  Introduction to Basel Regulatory Capital

1.1 Overview

In 1988 Bank for International Settlements came out with the first guidelines on capital adequacy called the
Basel | accord. Basel I, that is, the 1988 Basel Accord, primarily focused on credit risk. Assets of banks
were classified and grouped into five categories according to credit risk, carrying risk weights. On 4 July
2006, the BIS Committee issued a comprehensive version of the Basel 1l Framework. This document is a
compilation of the June 2004 Basel Il Framework, the elements of the 1988 Accord that were not revised
during the Basel Il process, the 1996 Amendment to the Capital Accord to incorporate Market Risks. No
new elements have been introduced in this compilation.

The major outlines of Basel Il accord is to comply with the three pillars.
e The First Pillar - Minimum Requirements for
Tier 1, Tier2 and Tier3 Capital
Credit Risk
Market Risk
Operational Risk
e  The Second Pillar - Supervisory Review Process and
e The Third Pillar - Market Discipline

Changes relating to Securitization from Basel 2.5 accord as incorporated in the previous versions of the
OFS Basel Regulatory Capital Release are prevalent in the current release as well.

The main highlights of Basel 111 accord of December 2010 (rev June 2011) were:

e Stricter Capital: Basel Il requires banks to hold 4.5% of common equity (up from 2% in Basel 1) and 6%
of Tier | capital (up from 4% in Basel II) of risk-weighted assets (RWA).

o Capital Buffer: Basel Il also introduces additional capital buffers, (i) a mandatory capital conservation
buffer of 2.5% and (ii) a discretionary countercyclical buffer, which allows national regulators to require up
to another 2.5% of capital during periods of high credit growth.

e Leverage Ratio: In addition, Basel Il introduces a minimum leverage ratio and two required liquidity
ratios. The leverage ratio is calculated by dividing Tier 1 capital by the bank's Total Exposure. Banks are
expected to maintain the leverage ratio in excess of 3%.

e CVARIsk: Basel Il introduced CVA risk charge in addition to counterparty default risk charge for Over
the counter derivative portfolio.

e Liquidity Coverage and Net Stable Funding Ratio: The Liquidity Coverage Ratio requires a bank to hold
sufficient high-quality liquid assets to cover its total net cash outflows over 30 days; the Net Stable Funding
Ratio requires the available amount of stable funding to exceed the required amount of stable funding over
a one-year period of extended stress.

1.2 Key Benefits

The advantages that you can gain from the OFS Basel Regulatory Capital application are as follows:
e  Oneintegrated application which allows for multiple jurisdictional computations.

e  Different approaches have been configured for various portfolios.
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. Financial institutions can migrate to more advanced approaches as and when required.

. Comprehensive coverage of Credit Risk Mitigation techniques which ensures optimum allocation of
Credit Risk Mitigants to exposures for maximum RWA reduction.

. Extensive, pre-built instrument coverage, built to meet Basel Il and I11 guidelines, which means banks
can get “up and running” quickly with minimal preprocessing.

. It is a fully transparent application where all Rules and Approaches are visible to business users and
reviewers/auditors.

e Audit Trail is present to maintain accountability of Rules changes, user activity, or system
modifications.

. Integrated Stress Testing Framework. This Assess regulatory capital requirements under stress
scenarios as per guidelines within a single system for:

Compliance
Strategic decision making
Capital planning

. Comprehensive and user-friendly modeling framework providing industry-standard statistical
techniques and business models for PD, LGD, and Exposure at Default (EAD).

e  The application has the capability to build or host models.

1.3 Application’s Interface with Other Financial Services
Components

Analytical Applications Reconciliation Framework

After data is configured into the relevant tables, you also have an option to perform General Ledger (GL)
Reconciliation using our OFS Analytical Applications Reconciliation Framework.

NOTE: The Oracle Financial Services Analytical Applications Reconciliation Framework has to be
additionally licensed by the bank.

OFS Analytical Applications Reconciliation Framework compares the balances from the bank’s operational
systems, to the balances in the bank’s financial systems, which are reflected in the GL. Thus, the OFS
Analytical Applications Reconciliation Framework finds out differences, if any, between the two. On the
basis of such reconciliations, adjustment entries are passed when required, to ensure that the data from the
operational systems tally with the balances in the GL. If you have identified the account or contract that is
responsible for the difference, then you can rectify the difference by posting a correction entry on that
account. Therefore, OFS Analytical Applications Reconciliation Framework aims to bring the operational
system at par with the financial system (GL) by passing adjustment entries, or correction entries, or both.

For more information on the Oracle Financial Services Analytical Applications Reconciliation Framework,
refer to the Oracle Financial Services Analytical Applications Reconciliation Framework User Manual.

Operational Risk Economic Capital

Basel regulation defines Operational risk (in Para 644 BCBS 128 - Basel Il dated June 2006) as the risk of
loss resulting from inadequate or failed internal processes, people and system or from external events.
Oracle Financial Services Operational Risk Economic Capital is responsible for providing a framework for
identifying, measuring, monitoring, and managing all risks within the scope of the definition of operational
risk. Oracle Financial Services Operational Risk Economic Capital (OREC) application enables you to
model the distribution of potential losses due to operational risk. In this application, we propose a loss

ORACLE
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distribution based approach consistent with Basel - Il guidelines, to estimate the Economic Capital for the
Operational Risk at the firm level. Oracle Financial Services Operational Risk Economic Capital
Application facilitates the calculation of potential losses due to operational risk using the LDA approach.
The application is capable of reporting the losses due to operational risk at reporting group level
(standardized) as well as at firm level.

Loan Loss Forecasting and Provisioning

International Financial Reporting Standards (IFRS) guidelines have set out requirements on classification
and measurement of financial assets and liabilities. It specifies two approaches for the measurement of
assets namely Amortized Cost and Fair Value approach. The 3 phases in which IFRS 9 is issued is as
follows:

. Phase I: Classification & measurement
. Phase Il: Impairment
. Phase I11: Hedge Accounting

Oracle Financial Services Loan Loss Forecasting & Provisioning addresses the requirements of Phase Il
(Impairment) of IFRS 9. The exposure draft on Phase Il requires institutions to adopt an Expected Loss
approach for impairment provisions. LLF&P supports two approaches (Incurred Loss and Expected Loss)
to impairment provision calculations. LLF&P fills a key gap in bank’s credit risk suite of applications.
Basel committee has strongly supported the move from incurred loss approach to expected loss approach
for provisioning calculation.

Market Risk

Oracle Financial Services Market Risk is concerned with the estimation of market risk for the portfolios
held by the bank. These portfolios may belong to the trading book or the banking book. Oracle Financial
Services Market Risk enables a bank to estimate the market risk of a portfolio based on its underlying
positions, through the estimation of risk measures such as Value-at-Risk, Conditional Value-at-Risk and so
on. It also enables a bank to carry out Stress Testing and Back Testing procedures for validation.

Risk measures based on VaR have multiple applications; the scope of Oracle Financial Services Market
Risk is not only restricted to Regulatory Reporting but also extends to the internal reporting needs of the
bank. Oracle Financial Services Market Risk supports the estimation of market risk of user-defined
portfolios covering a wide range of instruments.

Credit Risk Economic Capital

Economic Capital is the capital level required by the bank to cover the losses within a given probability.
Economic capital is attributed mainly to three risks: Credit Risk, Operational Risk and Market Risk.
Economic Capital methodologies can be applied across products, lines of business and other segments as
required. Basel Committee, as a part of pillar 2 requirements in Basel accord, emphasizes banks to have
their own methods, processes to calculate adequate capital for the risk they assumed. The focus on
Economic Capital calculation is industry-wide to measure risk, to optimize performance by reallocating
capital to strategically important businesses as well as businesses with high returns. An Economic Capital
framework relates the risk of investment to the amount of capital required, thus putting business
performance or investment return into a proper perspective relative to risk.

On identifying the risk type, EC is computed according to the asset class of the counterparty. Different
approaches are followed for counterparties falling under different asset class. The asset type prescribed
according to Basel is:

. Corporate
. Sovereign

. Retail
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. Specialized Lending

e Securitization

. Banking Book

e Other Assets
Liquidity Risk Management

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”.1
Oracle Financial Services Liquidity Risk Management, Release 2.0, is designed to address liquidity risk of
banking institutions across the world. It allows institutions to comply with the Individual Liquidity
Adequacy Standards (ILAS) or similar standards issued by other regulators. The objective of the LRM
Application is to provide a control system to financial institutions to help them identify, measure, monitor,
and manage liquidity risk.

Oracle Financial Services Liquidity Risk Management, Release 2.0 supports the following functionalities:

. Supports storage and reporting of cash flows (BAU, Stress) across natural, local, and reporting
currencies.

. Liquidity Gap Calculation
. Liquidity Coverage and Funding Concentration Calculation
. Defining Counterbalancing Strategies

ICAAP

International Convergence of Capital Measurement and Capital Standards-A Revised Framework,
(popularly known as Basel 1), was issued by the Basel Committee of Banking Supervision (BCBS) in June
2004. The revised framework aims for significantly more risk-sensitive capital requirements than the 1988
Basel | Accord and is based on three mutually-reinforcing pillars: minimum capital requirements,
supervisory review and market discipline.

Pillar 1 covers minimum capital requirements for credit, market and operational risk. Pillar 2 (Supervisory
Review) comprises of Internal Capital Adequacy Assessment Process (ICAAP) followed by the
Supervisory Review and Evaluation Process (SREP). Pillar 3 (Market Discipline) includes disclosure
requirements or reporting. Thus, ICAAP covers the Pillar 2 of the Basel Il Accord and is followed by
SREP.

ICAAP is a firm’s internal assessment of capital that is considered as adequate to cover all material risks to
which it is exposed. ICAAP is applicable to all banks irrespective of their size and complexity and its
implementation is one of the major challenges faced by banks.

While the objective of Oracle Financial Services ICAAP Assessments is to fill in the gap in the Oracle
Financial Services ICAAP offering, this application can also be used as a standalone application.

Pillar 2 guidelines of Basel 11 accord require banks to have policies and procedures designed to ensure that
the bank identifies, measures, and reports all material risks..... All material risks faced by the bank
should be addressed in the capital assessment process.” Thus, the banks are required to identify all the
risks and determine which risks are materials to the bank.

Further, ICAAP is based upon the principle of proportionality which states that the specific design of the
bank’s ICAAP is proportionate to the risk level, complexity and the scale of a bank’s activities.

The guidelines on Bank-Wide Risk Management - Internal Capital Adequacy Assessment Process of
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OENB, Austria states that:

“The decision as to which systems are useful and appropriate in which areas for each bank should be made
on the basis of the bank’s specific risk structure. Based on indicators, the bank itself should identify the
areas in which it should employ more complex risk measurement and management methods as well as the
areas in which simpler methods would suffice.” Thus, a bank may use a standardized approach for market
risk under ICAAP, in case the materiality assessment of market risk is low but will be expected to use
sophisticated modeling based approach if market risk is highly material for the bank.

Retail Portfolio Risk Models and Pooling

Under the Capital Adequacy framework of Basel Il, banks are permitted to group their loans to private
individuals and small corporate clients into a Retail Portfolio. As a result, they are able to calculate the
capital requirements for the credit risk of these retail portfolios rather than for the individual accounts.
Basel accord has given a high degree of flexibility in the design and implementation of the pool formation
process. However, creation of pools can be voluminous and time-consuming. Oracle Financial Services
Retail Portfolio Risk Models and Pooling, Release 3.4 classifies the retail exposures into segments (pools)
using OFSAAI Modeling framework.

Oracle Financial Services Retail Portfolio Risk Models and Pooling, Release 3.4, uses modeling techniques
available in OFSAAI Modeling framework. The RP application restricts itself to the following operation:

. Sandbox (Dataset) Creation

. RP Variable Management

e  Variable Reduction

e  Correlation

. Factor Analysis

. Clustering Model for Pool Creation
. Hierarchical Clustering

. K Means Clustering

. Report Generation

. Pool Stability Report

. OFSAAI Modeling framework provides Model Fitting (Sandbox Infodom) and Model Deployment
(Production Infodom). Model Fitting Logic will be deployed in Production Infodom and the Pool
Stability report is generated from Production Infodom.

Basel Requlatory Capital Analytics

For more information Basel Regulatory Capital Analytics refer to Reporting on page 317.

Credit Risk Management

Oracle Financial Services (OFS) Credit Risk Management facilitates in obtaining an enterprise-wide
comprehensive view of credit risk metrics in a single instance. Financial institutions can obtain a single
customer view of credit risk across exposures spread over multiple product types, lines of business,
geographies, and legal entities. The out of the box capability of the application supports pre-built reports
covering credit quality, reserves, delinquency, new business, risk migration, capital requirement, collection,
and concentration.
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Chapter 2  Overview of OFSAA Infrastructure
2.1 Components of OFSAA Infrastructure

Oracle Financial Services Analytical Applications Infrastructure (OFSAAI) is a complete end-to- end web-
based business intelligence solution that provides tools for data integration, mart building, query and
analysis, intelligent alerting, and information delivery. OFSAAI enables financial institutions to measure
and meet risk-adjusted performance objectives, cultivate a risk management culture through transparency,
lower the costs of compliance and regulation, and improve insight into customer behavior. Data in the
Basel Regulatory Capital Requirement application is configured and computed using the components of
OFSAALI. The main objective of this section is to familiarize you with the important modules of OFSAAI
to help understand the functionality of the Basel Regulatory Capital Requirement application.

This module documents the following:

e Unified Metadata Manager

Data Integrator Framework
Data Entry Forms and Queries
Metadata Browser
Business Metadata Management
e Rule Framework
e  System Configuration
Segment/Metadata mapping

e  Administration

Save metadata
Utilities

0 User Group Batch execution Map

2.2 Access OFSAA Infrastructure

Infrastructure can be accessed through your web-browser as soon as the System Administrator (SA) installs
and configures Oracle Financial Services Analytical Applications Infrastructure. The SA will provide you
with a link through which you can access Oracle Financial Services Analytical Applications Infrastructure.
You can access the Infrastructure application using this link. For more information on Starting
Infrastructure Servers, refer OFSAAI 7.3 Installation manual.

2.2.1 OFSAA Infrastructure Login
While accessing OFSAALI, the Splash screen is as displayed:
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Financial Services Analytical Applications Infrastructure

ORACLE

Language US-English v
User ID

Password

¥

ORACLE’

You can select the required language from the Language drop-down list. The language options displayed
in the drop-down are based on the license. Enter the User ID and Password provided by the System
Administrator and click Login. You will be prompted to change your password on your first login.
Alternatively, you can also choose to change your password any time.

Financial Services Analytical Applications Infrastructure

ORACLE

Ahout

|User ID PQAUSER
Old Password
MNew Password

Confirm Password

Refer to the following guidelines for Password Creation:

. Passwords are displayed as asterisks (stars) while you enter. This is to ensure that the password is not
revealed to other users.

. Ensure that the entered password is at least six characters long.
e  The password must be alphanumeric with a combination of numbers and characters.
e  The password should not contain spaces.

. Passwords are case sensitive and ensure that the Caps Lock is not turned ON.
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. By default, the currently used password is checked for validity if password history is not set.

. New password should be different from previously used passwords based on the password history,
which can be configured.

If you encounter any of the following problems, contact the System Administrator:
e Your user ID and password are not recognized.
e Your user ID is locked after three consecutive unsuccessful attempts.
e  Your user ID has been disabled.

. Guest user cannot change the password.

OFSAAI Splash Screen

On successful login, the Infrastructure splash screen is displayed. The splash screen is divided into three
frames as depicted in the following image:
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Top / Header

=
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Connected to
& Home

H-([) Unified Metadata Manager
¥ Rules Framework

Right Frame
/ Work Area

E

[

B-fffy Forms Framework

E-%g Operations

Y System Configuration

[ Administration

B-g§ Advanced Analytics Infrastructure

oy AMHM UMM Offline Population ‘

- Financial Services Applications i Set My Home Page : Forms Framework v| | Save |

L

Left Hand Side (LHS) / Function
Menu Frame

The Header frame displays the user details along with the Information Domain selected in the right hand
corner in top frame of the screen. To exit Oracle Financial Services Analytical Applications Infrastructure,
click Logout. The built-in security system of the Infrastructure ensures restricted access to the respective
screens based on the user’s role. This is based on the functions that you as a user are required to perform.

The Function Menu frame displays the Information Domain to which you are connected. The main
functions of Oracle Financial Services Analytical Applications Infrastructure, which appear as expandable
folders contains submenus with different options. Click “+” to expand the function menu folder. The
function menu displays the list of submenus/options. Click the required menu option to open the respective
screen.

2.3 Unified Metadata Manager

Unified Metadata Manager is intended for the Information and Business Analysts who are instrumental in
supporting and affecting analytical decisions. It provides a consistent view of the business dimensions and
key measures. OFSAALI’s unique Unified Metadata technology allows your enterprise to define a consistent
set of business terms and securely deploy them across the entire range of analytic applications. The
following sections within the Unified Metadata Manager are relevant for processing of Basel Regulatory
Capital:

. Data Integrator Framework
. Data Entry Forms and Queries

° Metadata Browser

ORACLE
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. Business Metadata Management

2.3.1 Data Integrator Framework

Data Integrator framework within the infrastructure system is a comprehensive data integration platform
that facilitates all the data integration requirements from high-volume and high-performance batch loads to
event-driven integration processes and SOA-enabled data services. Data Integrator is a software application
based on the ETL (Extract-Transform-Load) structure, which is used for data transformation and merging.
In Data Integrator, you can standardize and integrate the data from various source systems into a single
standard format for data analysis. To better understand the OFS Basel Regulatory Capital application, the
following components of the Data Integrator framework is elaborated in this section.

= Warehouse Designer

= Post Load Transformation

Warehouse Designer

In the Warehouse Designer, you can define Data Source Models, Map Data Source to Applications, and
associate Database Extracts to a Table/File for data extraction. The Warehouse Designer consists of the
following sections:

° Data Sources
. Database Extracts

. File Extracts

Data Sources Designer

Data Sources Designer within the Data Integrator Framework of the Infrastructure facilitates you to
generate data models by defining and mapping the required applications and data sources. You (Business
Analysts) need to have ETL Analyst function role mapped to access the Data Integrator framework. The
Source Designer screen displays the list of pre-defined applications, Data Sources, and Mapped Sources in
the LHS menu and consists of three sections namely: Define Applications, Define Sources, and Map. In the
Source Designer screen you can:

e  Define Data Source Applications
e  Define Data Sources
. Map Data Sources to Applications

. Generate Data Models for each Application
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3
<% Data Integrator Source Designer

-
B8 appl

BAE

Flat File RDBMS Resl Application Clusters. & Type Remote

2 Map &

Application Attribution_Analysis -

Avsilable Sources

Available Sources

BASEL_SRC

Define Data Source Application

A data source application is a logical group of data sources. You can define data source applications and
modify or remove the application details in the Source Designer screen. To define Data Source applications
in the Define Applications grid:

1. Enter the Application Name by which you can identify the application.
2. Enter a description or related information about the application.

The application details should contain the name and information pertaining to the source data required. For
example: ABC Corporate can be the source application, ABC Corporate sales can be the description and

data can be extracted from Oracle database, which has RDBMS Source Type. Click icon in Define
Applications tool bar and save the application details.

You can also click icon to define another application or click icon to clear the specified details.
To Edit the Data Source Applications description, in the Define Applications grid:

1. Select the required application from the LHS menu. The application details are displayed
in the Define Applications grid.

2. Click icon in the Define Applications tool bar.

3. Edit the application description as required.
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4. Click button and save the application details.

To Delete Data Source applications in the Define Applications grid ensure that there are no data sources
mapped. If a model is generated using the application, the data sources cannot be unmapped and hence the
application cannot be deleted.

1. Select the required application from the LHS menu. The application details are displayed
in the Define Applications grid.

2. Click button in the Define Applications tool bar. Click OK in the information dialog
to confirm deletion.

Define Data Sources

Data Source refers to the physical structure or location of the source file. Data Source can either be a file or
a table with rows and columns and can reside on a remote server or on a local desktop machine.
Applications access Data Source using a FTP connection. You can define Data Sources and also modify or
remove the Data Source details in the Source Designer screen. To define Data Source in the Define Sources
grid:

1. Enter the Source Name of the data source.
2. Enter a description or related information about the application.
3. Select the Source Type as either Flat File (default) or RDBMS.

If Flat File Source Type is selected, select the server Type as either Local or Remote from
the drop down list, and enter the details as tabulated:

NOTE: For source type as Flat File - Remote, the fields i.e. Server port, FTP drive, FTP share, Source date
format, and password are mandatory.

Field Description

Fields marked in red asterisk (*) are mandatory.

| Specify the Source Date Format to be used as default date format for source data
Loca
extraction and mapping, which is unless modified in the Define Extracts screen.

= Server Name: Enter the Server Name or IP address where the Data Source exists.
= User ID: Enter the FTP User ID required to connect to the server.

= Server Port: Enter the active server port number which contains the flat files.

= Password: Enter the FTP user password required to connect to the server.

= FTP Drive: enter the FTP server path. In case of Unix Servers, the home directory

Remote path is taken by default.

= Source Data Format: Enter the Source Date Format which will be used as the default
date format for source data extraction and mapping, and which is unless modified in

the Define Extracts screen.

= FTP Share: Enter the ASCII files location for loading if it is located in the staging

area other than the default staging area of Infrastructure Database Server.

ORACLE
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If RDBMS Source Type is selected, specify the source type details as tabulated. The
available options are based on the state of Real Application Clusters checkbox.

Field Description

Fields marked in red asterisk (*) are mandatory.

= User ID: Enter the Database User ID, which is also assumed as the Schema name if it

is the Oracle database and if the Table Owner field is left blank.

= Source Data Format: Enter the Source Date Format which will be used as the default

date format for source data extraction and mapping.
= Password: Enter the Database user password required to connect to the server.

= Locale: Select the language using which the Infrastructure Database components are
installed. The available options depend on the languages defined in the

“configuration” table.

If Real Application Clusters
= JDBC URL: Enter the JDBC (Java Database Connectivity) url configured by the
(RAC) checkbox is selected
administrator to connect to the database.

= Table Owner: Enter the schema name in case of Oracle database, or Owner of

Database Tables in case of SQL Server and other Databases.

= TNSNAME: It is the SQL*Net configuration file that defines databases address to
establish connection. Enter the TNSNAME created for the Information Domain. Also

ensure that:
It is mandatory to enter the TNS Name if it is the Oracle database.

The field is inactive if SQL or DB2 database is selected.

= Database Name: enter the name of the Source Database from which the extraction is

required to be done.

= TNSNAME: It is the SQL*Net configuration file that defines databases address to

establish connection. Enter the TNSNAME created for the Information Domain.

= Table Owner: Enter the schema name in case of Oracle database, or Owner of

Database Tables in case of SQL Server and other Databases.
If Real Application Clusters

(RAC) checkbox is not

= Database: Select the Database from the drop down list.

selected = Server Name: Enter the Server Name or IP address where the Data Source exists.

= JDBC Drivers: Select the JDBC (Java Database Connectivity) driver from the drop

down list.
= Server Port: Enter the active port number of the server which contains the flat files.

= Source Data Format: Enter the Source Date Format which will be used as the default
date format for source data extraction and mapping, unless modified in the Define

Extracts screen.
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Field Description

= User ID: Enter the FTP User ID required to connect to the server.

= Locale: Select the language using which the Infrastructure Database components are
installed. The available options depend on the languages defined in the

“configuration” table.

= Password: Enter the Database password required to connect to the server.

4, Click icon in Define Sources tool bar and save the Data Source details. You can also

click icon to define another Data Source or click icon to clear the specified
details.

To Edit Data Source in the Define Sources grid:
1. Select the required Data Source from the LHS menu. The Data Source details are
displayed in the Define Sources grid.
2. Click button in the Define Sources tool bar.

3. Edit the Data Source details as required. You can update all the details except the Source
Name, Source Type, and Real Application Cluster option selected.

4, Click button and save the Data Source details.

To Delete Data Source in the Define Sources grid, ensure that there are no applications mapped. If a model
is generated using the Data Sources, the same cannot be unmapped and neither be deleted.

1. Select the required Data Source from the LHS menu. The Data Source details are
displayed in the Define Sources grid.

2. Click button in the Define Sources tool bar. Click OK in the information dialog to
confirm deletion.

Map Data Sources to Applications

You can associate the defined data sources to the required applications using the Map functionality. You
can map one or more data sources to serve multiple applications and load separate sources of data into the
warehouse. When mapped, the application and all the associated data sources are grouped. You can identify
the source data with reference to the source business application. To Map Data Sources to Application in
the Map grid, select the required Application to map the Data Sources. Do one of the following:

. Select the Application from the Mapped Sources list in the LHS menu.
e  Select the Application from the Application drop down in the Map grid.

On selection, the mapping details for the selected Application are displayed in the Available Sources
(available) and Source Applications (mapped) list. To map the Data Source to the selected Application, do
one of the following:

e Select the required Data Source, from the Available list and click = button. You can press Ctrl key
for multiple selections.

e Tomap all the listed Data Sources to the application, click & button.
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You can also remove data source mapping by selecting from Source Applications list and clicking icon.
To remove all selected Data Sources mapping, click =1 icon. Click icon and save the mapping details.

Generate Source Models

Once you have defined and mapped the Data Sources to the required Application, you can generate the
Source Models and extract the application data sources to populate data into the warehouse. The source
models for each application-source combination are imported into the infrastructure metadata repository.
You can generate Source Model only for RDBMS data source using Data Catalogs that are defined in the
database. To generate Source Model in the Source Designer screen:

1. Select the required Application which has the RDBMS data sources mapped. Do one of
the following:

0 Select the Application from the Mapped Sources list in the LHS menu.
o0 Select the Application from the Application drop down in the Map grid.

On selection, the data source mapping details for the selected Application are displayed in the
Available Sources and Source Applications list.

2. Select the RDBMS Data Source from the Source Applications list.
3. Click Generate Source Model icon from the Map grid tool bar.

In the Generate Source Model screen, you can generate Source Model using Data Catalogs. You can
specify the Filter criteria for selection. Filters are patterns for entity names in the Database and can restrict
the source model generation to a specific set of entities. Specify the filter entries by entering details in the
“Starts with”, “Contains”, and “Ends with” fields. The Source Model is generated even if one of the
specified filter conditions matches. You can also specify multiple conditions for a single filter type using
comma-separated values. For example, tables starting with TB and TM can be specified as “TB, TM”.

4. Click Generate. The Source Model is generated and the status is displayed in a
confirmation dialog. Click OK.

NOTE: If the Source Model has already been generated, a confirmation dialog is displayed to replace the existing
model. Click OK or Cancel.

The Source Model is generated in the specified directory which has to be extracted or transferred to the
Business Data Model.

Database Extracts

Data extraction refers to the process of retrieving unstructured data from data sources for further data
processing, storage, or migration. You can extract data sources to a Table or a File. You (Business
Analysts) need to have ETL Analyst function role mapped to access the Data Integrator framework within
the Infrastructure system.
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The Database Extracts screen displays the list of pre-defined Database Extract Mappings in the LHS menu
and the options to define and Map the Data Sources to populate the required Table or File. You can also
make use of Pagination option to view the list of pre-defined Database Extracts within the system. In the
Database Extracts screen of the Warehouse Designer, you can:

e  Define extracts, Entities, and related Properties

. Map the Source to Target model (table or file)

Database Extraction

The Database Extracts screen facilitates you to extract data sources to a Table or a File. Extract to Table
option is supported only when the source and target tables belong to the same database type. You can Load
data incrementally from any RDBMS data source to a table based on certain criteria and Extract data to a
file along with the other sources. The various sections and the available options in the Database Extracts
screen are as tabulated:

. In the Define Extract grid, you can define the Database Extract details.

o In the Extract Entities grid, you can define expressions to join tables and specify filter for data
extraction.

) In the Source-Target Mappings grid, you can map the source table of a selected Information Domain
to the target model.

Define Database Extracts and Map Table to Table

You can extract data from source table to the required table in the Database Extracts screen. By default,
Extract to Table option is enabled in the Database Extracts screen. Extraction to Table is supported only
when the source and target tables belong to the same database type. Extract to Table does not have any
definition (Source) properties. To extract data source to table, do the following:
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Specify the Database Extract details in the Define Extract grid:

1. Enter the Extract Name. Ensure that there are no special characters or extra spaces in the
name specified. Ensure that Extract to File checkbox is not selected.

2. Select the required data source Application from the drop down list.
3. Select the mapped Sources from the drop down list.

4. Select the required Entities in the Extract Entities grid:

a. Click l== button in the Define Entities tool bar.

b. Inthe Choose Entity screen, do the following:

0 Select the entity from the Members list by clicking on the required node, and click

button. You can search for a specific entity by entering the keywords and clicking
button. You can also deselect an entity by selecting from the Selected Members list

and clicking button.

5. Click OK. The selected source entities are displayed in the Define Entities grid.

Define an expression (optional) in the Extract Entities grid. If you have defined more than one Source

Table in the Choose Entity screen, you need to define an expression to join the column data corresponding
to each table:

1. Click 4 button in the Extract Entities tool bar.
2. Inthe Specify Expression screen, do the following:

0 Enter the Expression Name.

0 Select the Data Type from the drop down list. The available options are String, Date
Time, Number, Integer, and Timestamp.

3. Define an expression by doing the following:

o Select the Table in the Entities section.
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0 Select the Function. You can select Transformations, Database Functions, or
Extraction  Functions.  Extract  functions are  populated from the
“DATABASE_ABSTRACT_LAYER?” table which resides in config schema.

o0 Define the Operators by selecting Arithmetic, Concatenation, Comparison, Logical or
others operators.

o0 Specify the ANSI Join or Join to map the table to columns and enter the filter criteria
to include during extraction. For example, “$MISDATE” can be a filter for run-time
substitution of the MIS Date.

NOTE: If the defined expression uses function that has a placeholder or calls a stored

procedure that has a placeholder for String data type, enclose the placeholder in
single quotes. Using double-quotes would generate error during extract definition or
batch execution. Also expressions with Date/Timestamp data type placeholders are
not supported.

4. Inthe Expressions tool bar, you can also:

(0]

(0]

(0]

(0]

Click 2% putton to view the Expression details.
Click button to view the ANSI Join details.
Click button to view the Joins.

Click button to view the Filters.

5. Click button to clear the details.

6. Select Show Advanced Options in the Expression tool bar, and do the following:

(0]

(0]

Click IEI button to and specify hints (Rules), if any. Oracle hints follow (/*+ RULE
*[) format. For example, /*+ FIRST_ROWS(2) */

Click button to validate the query by converting to the selected RDBMS source.
If Validation is successful, the Explain Plan for the SQL query is displayed. Else, the
SQL Exception is displayed.

Click button to view SQL, which acts as print command for the complete query.

7. Click OK. The defined Expression is displayed in the Extract Entities grid as Derived
Column. The specified ANSI Join or Joins, Filter, and Hints are also displayed and can be
edited.

8. Click icon in the Define Extract tool bar and save the details.

Map Source to Target Table in the Source-Target Mappings grid.

1. Click icon in the Source-Target Mapping tool bar. The DI Mapping screen is
displayed.

2. Select the Target Infodom form the drop down list. The source details in the selected
infodom are displayed in the Definition pane of Target Table Map Panel.
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3. Select the Target Table from Target Entities drop down list. The selected entities are
displayed in the Target Entities pane of Target Table Map Panel. To map Source to
Target, do one of the following:

0 Select a Definition and Target Entity in each column and click button.
o Click button to Auto-Map the selected definitions and Target Entities.

0 You can Un-Map a definition from a Target Entity by clicking button or Un-Map
All definitions by clicking button.
0 Click Save and save the mapping details.

Specify the Properties in the Source-Target Mappings grid:

1. Click icon in the Source-Target Mappings tool bar. The Properties screen is
displayed.

2. Specify the properties by entering a value or selecting an option from the drop down list.
In the Properties screen, you can specify the Loading Mode as Direct, Batch, or Bulk. In
Bulk mode you cannot specify the Batch Size and commit happens at the end of the batch

load. Also in Bulk mode, batch loading is faster for lesser records as compared to larger
number of records which sometimes lead to loss of data while loading.

NOTE: In Batch and Bulk modes if any of the foreign keys are in Disabled state before
loading the data using T2T and the property Disable Primary Key is set to Yes, then
all the Primary Keys and corresponding Foreign Keys are disabled before loading and
are enabled back after loading. Hence the initial status of foreign and primary keys
can be changed from Disabled to Enabled. In case of Direct mode the Foreign Keys
will not return to its initial state.

3. In the Hint tool bar, specify Hints (if any), for faster loading. Oracle hints follow (/*+
HINT */) format.

4. Click icon and save the defined Database Extracts mapping details. An information
dialog is displayed on completion. Click OK.

Define Database Extracts and Map Table to File

You can extract data from source table to the specified file in the Database Extracts screen. To extract data
to a file along with the other sources, you need to define the Database Extracts and specify the Extract
Entities. Source-Target mapping is not required since the table structure is completely extracted to the
specified file. To extract data source to file, do the following:

Specify the Database Extract details in the Define Extract grid:

1. Enter the Extract Name. Ensure that there are no special characters or extra spaces in the
name specified.

2. Select Extract to File checkbox.

3. Select the required data source Application from the drop down list.
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4. Select the mapped Sources from the drop down list.

Specify the Source Properties in the Define Extract grid.

1. Click icon in the Define Entities tool bar.

2. Specify the properties by entering the required value or selecting an option from the drop
down list.

NOTE: Field Delimiter and Data File Locale are mandatory fields.

3. Select the required Entities in the Extract Entities grid.
4. Click =4 icon in the Define Entities tool bar.
5. Inthe Choose Entity screen, do the following:

0 Select the entity from the Members list by clicking on the required node, and click
button.

0 You can search for a specific entity by entering the keywords and clicking button.
You can also deselect an entity by selecting from the Selected Members list and

clicking button.

0 Click OK. The selected source entities are displayed in the Define Entities grid.

Define an expression (optional) in the Extract Entities grid. If you have defined more than one Source
Table in the Choose Entity screen, you need to define an expression to join the column data corresponding
to the table.

1. Click B4 icon in the Extract Entities tool bar.
2. In the Specify Expression screen, do the following:
0 Enter the Expression Name.

0 Select the Data Type from the drop down list. The available options are String, Date
Time, Number, Integer, and Timestamp.

3. Define an expression by doing the following:
0 Select the Table in the Entities section.

0 Select the Function. You can select Transformations, Database Functions, or
Extraction  Functions.  Extract  functions are  populated from the
“DATABASE_ABSTRACT_LAYER?” table which resides in config schema.

o Define the Operators by selecting Arithmetic, Concatenation, Comparison, Logical or
others operators.

o0 Specify the ANSI Join or Join to map the table columns and enter the filter criteria to
include the same during extraction. For example, “$MISDATE” can be a filter for run-
time substitution of the MIS Date.

NOTE: For expression that has a placeholder for String data type, enclose the placeholder in
single quotes. Expressions with Date/Timestamp data type placeholders are not supported.

4. Inthe Expressions tool bar, you can also:
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o Click 24 putton to view the Expression details.
o Click button to view the ANSI Join details.
o Click button to view the Joins.
o Click button to view the Filters.

o Click button to clear the details.

5. Select Show Advanced Options in the Expression tool bar, and do the following:

o Click IEI button to and specify hints (Rules), if any. Oracle hints follow (/*+ RULE
*/) format. For example, /*+ FIRST_ROWS(2) */

o Click button to validate the query by converting to the selected RDBMS source.
If Validation is successful, the Explain Plan for the SQL query is displayed. Else, the
SQL Exception is displayed.

o Click button to view SQL, which acts as print command for the complete query.

6. Click OK. The defined Expression is displayed in the Extract Entities grid as Derived
Column. The specified ANSI Join or Joins, Filter, and Hints are also displayed and can be
edited.

7. Click icon in the Define Extract tool bar and save the details.

NOTE: While saving the Database Extract details, the system alerts you if the mandatory
properties are not specified or if the grid data is not validated.

8. An information dialog is displayed on completion. Click OK.
Map Source to Target Table in the Source-Target Mappings grid:
1. Click icon in the Source-Target Mapping tool bar. The DI Mapping screen is
displayed.

2. Select the Target Infodom form the drop down list. The source details in the selected
infodom are displayed in the Definition pane of Target Table Map Panel.

3. Select the Target Table from Target Entities drop down list. The selected entities are
displayed in the Target Entities pane of Target Table Map Panel. To map Source to
Target, do one of the following:

L=1

0 Select a Definition and Target Entity in each column and click button.

o Click =3 putton to Auto-Map the selected definitions and Target Entities.

0 You can Un-Map a definition from a Target Entity by clicking button or Un-Map

All definitions by clicking button. You can also search for a specific definition by
entering the keywords and clicking button.

0 Click Save and save the mapping details.
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Specify the Properties in the Source-Target Mappings grid.

1. Click icon in the Source-Target Mappings tool bar. The Properties screen is
displayed.

2. Specify the properties by entering a value or selecting an option from the drop down list.

3. In the Hint tool bar, specify Hints (if any), for faster loading. Oracle hints follow (/*+
HINT */) format.

For example, /*+ PARALLEL */.

4. Click icon and save the defined Database Extracts mapping details. An information
dialog is displayed on completion. Click OK.

NOTE: A T2F definition saved with the Source to Target mappings can be used to perform
F2T operations.

File Extracts

File Extracts refers to the process of extracting unstructured data from a Flat File for further data processing
and storage. File Extracts within the Data Integrator framework of Infrastructure system facilitates you to
extract Flat File data to a Database Table. A Flat File is a text and binary file which contains data in a
single line, i.e. one physical record per line. Flat Files are of two types namely, Delimited File and Fixed
Width File.

. Delimited File refers to a Flat File in which the data is organized in rows and columns and are
separated by delimiters (commas). Each row has a set of data, and each column has a type of data. For
example, a csv (comma separated values) file.

. Fixed Width or Fixed Position File refers to a Flat File in which the data is defined by the character
position (tab space). The data is formulated in such a way that the data fields are of same size and the
file is compact in size. For example, the character spacing of a Birth date data column is known and
hence the extra spaces between the Birth date column and other column can be eliminated.

File Extract @

+ Define Extract | ] @
Flat-Fie Name
File Load Type- Delimited Fie  Fixed Width File

Applications Sources

Al

4 Flat-File Entities Q@

Source Table

Data Type [ Feld Order [ pate Format
ACCOUNT_POOL_MAPPING String 4 ad

ACCOUNT_POOL_MAPPING String

EDINK_1 Fid_2 String
EDINK_1 Flo_2 String

¢ - Target mappings | e W @5 1-2/3
Nl If | Defaul if ‘ Expression

ACCT_TP_RATES

The File Extracts screen displays the list of pre-defined File Extract Mappings in the LHS menu and the
options to define and Map the required Flat File to populate the required Database Table. In the File
Extracts screen of the Warehouse Designer, you can:

. Define Flat File definition and Source Properties.
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. Map the Flat File to Target model (Table) and Specify Target Properties.

File Extraction

In the File Extracts screen you can Load file data incrementally from any RDBMS data source to a table
based on certain criteria. Ensure that the ASCII file types are not loaded into the staging area using FTP
which can corrupt the file causing load failure. The following steps are involved while defining File
Extracts:

1. Create Flat File Definition
2. Define Flat File Properties
o Definition (Source) properties: Specified when defining the Flat File Extracts.
0 Loading (Target) properties: Specified when mapping the Flat File Extracts.
3. Map the Flat File to the Target Model
The various sections and the available options in the File Extracts screen are as tabulated:
. In the Define Extract grid, you can define the File Extract details.

. In the Flat-File Entities grid, you can specify the required entities for data extraction.

Define File Extracts and Map File to Table

You can define File Extracts such as Delimited File or Fixed Width File and Map to the required database
Table. By default, the Delimited File Extract option is selected. To extract file data to table, do the
following:

File Extract @

| BUORBE @

Flat-File Name'
File Load Type’ @ peimted Fie O Fixed width File

Applications ACCOUNT_OPEN v Sources ACCOUNT_OPEN v

 BEERE O] 1-8/8

Source Column Data Type ‘ Fieid Order ‘ Date Format

Fld_1 Sring 1

t
t
t
Srin,
t
t

ource - Target mappings | 9|+

Source Column Target Table Target Column Null I |ns|aun|| ‘Exprszzmn ‘

1. Specify the File Extract details in the Define Extract grid.

2. Enter the Flat-File Name. Ensure that there are no special characters or extra spaces in
the name specified.

3. Select the File Load Type as Delimited File or Fixed Width File.
4. Select the required data source Application from the drop down list.

5. Select the mapped Sources from the drop down list.
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6. Select the required Entities in the Flat-File Entities grid. You can define the column data
in either of the following ways:

7. Click icon. Select or specify the required number of columns in the drop down list
and click button. You can double-click on any row to update the details.

8. Click =% icon in the Define Entities tool bar. The Choose Entity screen is displayed.

(0]

(0]

Select the entity from Members list by clicking on the required node, and click
button.

You can search for a specific entity by entering the keywords and clicking button.
You can also deselect an entity by selecting from the Selected Members list and

clicking button.

Click OK. The selected source entities are displayed in the Flat File Entities grid.

The available columns in Delimited File are Source Table, Source Column, Data Type, Order, and Date
Format. The available columns in Fixed Width File are Source Table, Source Column, Data Type, Order,
Precision, Scale, Source Start Position, Date Format, and Length.

Specify the Source Properties in the Define Extract grid.

1. Click icon in the Define Extract tool bar. The Properties screen is displayed.

2. Specify the properties by entering the required value or selecting an option from the drop
down list. Field Delimiter and Data File Locale are mandatory fields for Delimited File
and only Data File Locale is mandatory field for Fixed Width File.

3. Click icon in the Define Extract tool bar and save the details.

Map Source to Target Table in the Source-Target Mappings grid.

1. Click icon in the Source-Target Mapping tool bar. The DI Mapping screen is
displayed.

2. Select the Target Infodom form the drop down list. The source details in the selected
Information Domain are displayed in the Definition pane of Target Table Map Panel.

3. Select the Target Table from Target Entities drop down list. The selected entities are
displayed in the Target Entities pane of Target Table Map Panel. To map Source to
Target, do one of the following:

0 Select a Definition and Target Entity in each column and click button.
o Click button to Auto-Map the selected Definitions and Target Entities.

0 You can Un-Map a Definition from a Target Entity by clicking button or Un-

Map All Definitions by clicking button. You can also search for a specific
Definition by entering the keywords and clicking Search icon or click Add icon to
create an expression to join column data in the Specify Expression screen.

0 Click Save and save the mapping details.

Specify the Target Properties in the Source-Target Mappings grid:
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1. Click icon in the Source-Target Mappings tool bar. The Properties screen is displayed.

2. Specify the properties by entering the required value or selecting an option from the drop down
list.

3. Click icon and save the details.

Post Load Transformation

Transformation refers to a rule describing the conversion of source data from source to the destination.
During the data extraction, a transformation rule facilitates in structuring the required data from sources to
the target or an intermediate systems for further processing. Based on the selected mode, transformations
can be applied to execute the process successfully. For example, an SQL rule with the “SELECT”
statement can retrieve source data from specific table(s). Post Load Transformation within the Data
Integrator framework of Infrastructure system facilitates you to define transformations to the source data
before extracting/loading it to Target database to populate the data warehouse.

F

The Post Load Transformation Designer screen displays the list of pre-defined Transformations in the LHS
menu and the Transformation Process Flow to help you navigate and define Post Load Transformations.
The Post Load Transformation Designer screen facilitates you to create, update, and delete the following
transformations:

. Insert/Update Transformation
. Stored Procedure Transformation

. External Library

Insert/Update Transformation

Insert/Update Transformation facilitates you to define transformation parameters, create expression with
source, destination, and join/filter conditions, add transformation logic, and query the SQL Rule generated.
To Insert or Update Transformation in the in the Post Load Transformation Designer screen:

1. Click icon in the Transformation Process Flow tool bar.
2. Inthe Post Load Transformation Definition grid.

o0 Enter the Transformation Name. Ensure that there are no special characters or extra
spaces in the name specified.
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Enter a Description for the transformation.

Click Next and save the details. You are automatically navigated to the Insert
Transformation section. For Update Transformation, click Update Transformation in
the Transformation Process Flow grid.

3. Click icon in the Parameter Definition tool bar. A new row is inserted and allows you
to define the run-time parameters to the transformation.

(0]

(o}
(o}
(o}

Double-click on the Parameter Name and enter the details.
Double-click and select the required Data Type from the list.
Double-click on the Default Value and enter the details.

Click Next and save the parameter details. You are also navigated to the Expression
Generator section.

4. In the Expression Generator grid, specify the Source and Destination Entity by doing the

following:

0 Click ===/ icon. The Choose Entity screen is displayed.

0 Select the entity from Members list by clicking on the required node, and click.

0 You can search for a specific entity by entering the keywords and clicking the
icon. You can also deselect an entity by selecting from the Selected Members list and
cIicking.

0 Click OK. The selected source entities are displayed in the Define Entities grid.

5. Specify the Join/Filter Condition. Click Select icon and define the expression in the
Specify Expression screen. Click OK.

You can also:

(0]

(0]

Click icon and include the Transformation parameter conditions in the
Transformation Logic grid or click icon to define an expression.

Click icon to generate Logic and view the SQL query in the Query Generated
grid.

Click Check Syntax to check the syntax of the query generated.

6. Click Finish and save the Insert or Update Transformation details.

The Transformation details are added to the list in LHS menu and a confirmation dialog is displayed. Click
OK. You can load the transformation by double-clicking in LHS menu to view or edit.

Stored Procedure Transformation

Stored Procedure Transformation facilitates you to define complex transformations involving multiple
tables which are contained in a pre-defined stored procedure. To define a Stored Procedure Transformation
in the Post Load Transformation Designer screen:
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1. Click icon in the Transformation Process Flow tool bar. In the Post Load
Transformation Definition grid.

o0 Enter the Transformation Name. Ensure that there are no special characters or extra
spaces in the name specified.

0 Enter a Description for the transformation.

0 Click Next and save the details. You are automatically navigated to the Insert
Transformation section.

2. Click Stored Procedure in the Transformation Process Flow grid.

3. Click icon in the Parameter Definition tool bar. A new row is inserted and allows you
to define the run-time parameters to the transformation.

o Double-click the Parameter Name and enter the details.
0 Double-click and select the required Data Type from the list.
o Double-click on the Default VValue and enter the details.

4. Click Browse in the Stored Procedure Editor tool bar and navigate to the file path
containing the stored procedure. You can select either a text file or HTML file. You can

click IEI icon in the Stored Procedure Editor tool bar to Check Syntax of the stored
procedure. You can upload a Business Process Flow diagram corresponding to the
selected Stored Procedure Transformations in jpg, png, gif, or vsd format.

0 Inthe Business Process Flow grid, click Browse and locate the file path.
o Click E¥ icon in the Business Process Flow tool bar and upload the file.

Once uploaded, the Upload Status changes to “Yes” and a hyperlinked image icon is displayed
to view the Business Process Flow diagram in the Post Load Transformation Designer screen.
You can also view the uploaded Business Process Flow diagram from the Metadata Browser >
Data Transformations screen.

5. Click Finish and save the Stored Procedure Transformation details.
The Transformation details are added to the list in LHS menu and a confirmation dialog is displayed. Click
OK. You can load the transformation by double-clicking in LHS menu to view or edit.
External Library

External Library consists of built-in functions/procedures and facilitates you to define complex SQL Rule
Transformations which are compiled and stored as an executable file. You can load the External Library
procedures and functions using the transformation wizard. To define External Library Transformation in
the Post Load Transformation Designer screen:

1. Click icon in the Transformation Process Flow tool bar.
2. Inthe Post Load Transformation Definition grid:

o0 Enter the Transformation Name. Ensure that there are no special characters or extra
spaces in the name specified.

0 Enter a Description for the transformation.
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0 Click Next and save the details. You are automatically navigated to the Insert
Transformation section.

Click External Library in the Transformation Process Flow grid.

Click icon in the Parameter Definition tool bar. A new row is inserted and allows you
to define the run-time parameters to the transformation.

o Double-click on the Parameter Name and enter the details.
0 Double-click and select the required Data Type from the list.

o Double-click on the Default Value and enter the details.

In the External Library Details grid, enter the Name of executable library file (.sh file)
located in default figdb/bin path. You can also specify the path till the file name.

Click Finish and save the External Library Transformation details.

The Transformation details are added to the list in LHS menu and a confirmation dialog is displayed. Click
OK. You can load the transformation by double-clicking in LHS menu to view or edit.

2.3.2 Data Entry Forms and Queries

Data entry Forms and Queries (DEFQ) within the Infrastructure system facilitates you to design web based
user-friendly Data Entry screens with a choice of layouts for easy data view and data manipulation. DEFQ
consists of the following sections. Click the links to view the sections in detail.

Forms Designer
Forms Authorization
Data Entry

Excel Upload

Forms Designer

Forms Designer within the Data Entry Forms and Queries section facilitates you to design web based user-
friendly Forms using the pre-defined layouts. The DEFQ - Forms Designer screen displays a list of pre-
defined options to create, modify, and delete Forms. You can also assign rights and define messages. By
default, the option to Create a New Form is selected and the left pane indicates the total steps involved in
the process. The available options are as indicated below. Click on the links to view the section in detail.

Create a New Form
Alter Existing Forms
Copy Forms

Delete Forms
Assign Rights

Message Type Maintenance

Create a New Form

To design a new form in the DEFQ - Forms Designer screen:
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Ensure that Create a New Form option is selected and do the following:
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o0 Specify the application name by either entering the New Application Name or

selecting Available Applications from the drop down list.

o Enter the New Form Name.

2. Click Next. The DEFQ - Layout Screen is displayed with the range of pre-defined

layouts for you to choose.

= DEFQ - Layout Screen - Windows Internet Explorer

Financial Services Analytical Applications Infrastructure

ORACLE

Connected to::

You are in Step 3 of Designing 'Form_App_Sys'

Selectthe desired layout and click on the Layout Image to see a Preview of the Layout.

w
w
| U L m =] =
] G Single Record Edit/View Multi Column ‘Wrapping Row Tree View
1
2
— .
3 Grid Layout
Product Module Feature Feature Weightage Relative ve Total Value Relative
5 ‘s‘l’" code | Code  Number Fa"""""’| Need | Label |Benefit/€naity |Vl||ue Percent| Cost ‘
[FICDC )
6 ’r"_ FIC DC ZSWPMM Have Quality 0 ’0_ 0 0 ‘
[ [FIC
1 r [FIC DMAS DMAS  |vdsvsadv Deswable Time 9 56 ] 1 7
| [YYMMDY
8
9
Done & Local intranet h v HA00wm -

Refer to the following table for information.

Layout Description

It is the default layout which displays the records in the Form of a table/grid with
Grid Layout .
multiple rows of data.

Single Record Layout It displays a single record at a time.

It is a combination of the Single Record and Grid layout. By selecting a record in the
grid, the record is displayed in a single record format, which is editable. By default

Edit/View L. t
tview Layou the first record will be displayed in the editable grid.

Note: The column names are editable only during altering the created Form.

It displays a single record with its column in a grid format. You can view a multi
Multi Column Layout column layout Form without having to scroll or with minimum scrolling to view all

the columns.

It displays rows of a single record in a wrapped manner in a grid format. You can
Wrapping Row Layout view a wrapping row layout Form easily without having to scroll horizontally to view

all the data.

ORACLE
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Layout

Description

Tree View Layout

It displays the Hierarchical dimensional table with the selected dimension details. You

can select the following options:

Note: The process to create a Form using the Tree View Layout differs from the

procedure explained below.

Dimensional Table Tree

Parent Child Tree

7.

Select the required layout and click Next. The List of Available Tables is displayed.

Select the required Table from the list on which the Form is to be created. For multiple
selections, you can either press Ctrl key for nonadjacent selection or SHIFT key for
adjacent selections. Click Next, the Fields Selection Screen is displayed. If multiple
tables are selected, you need to specify Equi-Join Condition(s). Select the Table from the
drop down list and select the Available Fields. Specify the join condition. Click Next, the
join conditions are validated and Fields Selection Screen is displayed.

Select the fields to be joined from the Available Fields list and click L= | You can press
Ctrl key for multiple selections and also click L= | to select all the listed fields. All
mandatory fields are auto selected and are indicated on screen with an asterisk (*).

NOTE:

M

You can click or Y buttons to arrange the fields in the required order as
intended to display in the Data Entry Form. The fields order need not be similar to
the arrangement in the underlying table.

Click Next. The Sort Fields Selection Screen is displayed.

You can sort the fields in required order as intended to display in the Data Entry Form. Also the
mandatory fields which needs user inputs are indicated in *' symbol and are auto selected in the
Selected Fields pane.

0 Select the field from the Available Fields list click > You can press Ctrl key for
multiple selections and also click [->=_|to select all the listed fields.

0 (Optional) To arrange multiple fields, select Sort by Descending checkbox.

0 (Optional) Select the Excel Map checkbox to enable Bulk Authorization.

NOTE:

In case you have selected Excel Map checkbox, you need to select “Excel
Name” from the Store Field As list in the DEFQ Field Properties screen. Only
on selection, the “SelectExcelSheetName” list is displayed for authorizer in the
DEFQ - Data Entry screen.

Click Next. The DEFQ Field Properties screen is displayed with the Form details such as
Field Name, Display Name, In View, In Edit/Add, Allow Add, Store Field as, Rules, and

Format Type.
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| Applications Infrastructure

Connected to:

9}
Form_App_Sys - Table Name - BUSINESSLINE_L OCATION
5 Humber of Rows to be displayed . Page Size
| [ Batch Commit [ WMessage Details Farm Filter Data Versioning
] e e T AT T
- W | [Dispray | [TextFiels B [normal v| (Rues ] [Mone ]
= HREF002* | Dispiay | [TextFiend v\ & [normal v| (Rules] [Mone v
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T VERSION_NO* |V | [Display | [TextField v [Mormal | [Rules ] [None v
—
?
| Save with Authorization |

8. Specify the parameters for each field as tabulated.

Field

Description

Display Name

Edit the default Display Name if required.

In View

Select either Display or Do not Display to display the field in the Form.

If the field is a foreign key field or if more than one table is selected, then the

following options are available in the drop down list;
= Same Field
= Alternate Display Field

= Do not Display options

In Edit/Add

Specify the edit parameters by selecting from the drop down list. The available

options depend on the type of field selected.

= For normal fields you can select Text Field, Text Area, Select List, Protected
Field, Read Only, and Do Not Show.

= For foreign key field s you can select Read Only, Select List, and Do Not Show.
= For primary key fields you can select Read Only and Do Not Show.
= For calendar fields you can select Calendar and Do Not Show.

Note: If you choose Select List option, you need to define the values.

Allow Add

Select the checkbox to permit users to add new record.

Note: An alert message is displayed if you are trying to save a Form with add option

disabled for the mandatory fields.
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Field Description

Select the required option from the drop down list. You can select the store format as
Normal, Sequence Generator, Maker Date, Checker Date, Created Date, Modified
Store field as Date Auth Flag, Maker id, Maker Date, Checker id, Checker Date, Checker Remarks,
Maker Remarks, and Excel Name (If Excel Map is selected in Sort Fields Selection

screen).

Click Rules and specify Rules and Expressions for the selected field in the Specifying

Rules

Rules and Expressions for Data - Validations screen.

Select the required Format type from the drop down list depending on the field type
Format Type

selected.

Select the checkbox to group all the set of table Forms to a batch.
Batch Commit All the Form tables are executed along with the batch execution and if in case, a Form

in the table fails to execute, the entire set of Forms are returned.

Click Message Details to define the message type for Creator and Authorizer in the
Message Details ] )
Messaging Details for a Form screen.

Click Form Filter to define an expression for Form-level filter condition in the
Form Filter
Filter for Form screen.

Data Versioning Click Data Versioning to perform data versioning on an authorized Form.

9. Click either Save to only save the Form details or click Save for Authorization to save
the changes with authorization.

NOTE: Sometime, on clicking Save, the form does not get saved. This is because the Java
heap size setting for OFSAAI service is set too high and web server memory setting
is too low. Contact System Administrator to modify it to the appropriate setting by
viewing the log file created in the path:
$FIC_APP_HOME/common/FICServer/logs/.

While saving, the User for Mapping - DEFQ screen is displayed which facilitates you to assign user rights
to the Form.
Alter Existing Forms
To alter the field details of an existing Form in the DEFQ - Forms Designer screen:
1. Select Alter Existing Forms from the available options and do the following:
0 Select the Available Applications from the drop down list.

0 Select the Available Forms from the drop down list. The listed Forms are dependent
on the DSN (Data Source Name) that you have specified.
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2. Click Next. The Fields Selection Screen is displayed. Add or remove the selected fields
as required to be displayed in the Form. You can choose a field from the Available
Fields list and click L= to add, or choose the selected field from the Fields to Display
list and click |;_] to de-select. You can press Ctrl key for multiple selections and also
click L= ] or L=< | buttons to select/de-select all the listed fields.

3. Click Next. The Sort Fields Selection Screen is displayed.

o Sort the fields in required order as intended to display in the Form. You can choose a
field from the list and click >l or L= buttons to select/deselect. You can also click
> | or | .= | buttons to select/de-select all the listed fields.
0 Selectafieldand click ™ or ¥ buttons to arrange fields in the required order.
0 (Optional) To arrange multiple fields, select Sort by Descending checkbox.

0 (Optional) Select the Excel Map checkbox to enable Bulk Authorization.

NOTE: In case you have selected Excel Map checkbox, you need to select “Excel
Name” from the Store Field As list in the DEFQ Field Properties screen. Only on
selection, the “SelectExcelSheetName” list is displayed for authorizer in the DEFQ -
Data Entry screen.

4. Click Next. The DEFQ Field Properties screen is displayed.
5.  Modify the parameters for each field as required.

6. Click either Save to save the Form details or click Save for Authorization to save the
changes with authorization. While saving, the User for Mapping - DEFQ screen is
displayed which facilitates you to assign user rights to the Form.

Copy Forms

You can duplicate and recreate a form with the required variants from an existing form. You can also
change user rights or display options and other subtle variations for the selected layout. To Copy a Form in
the DEFQ - Forms Designer screen:

1. Select Copy Forms from the available options and do the following:

0 Select the application from the From Application drop down list which consist of the
required Form which you want to copy.

0 Select the application from the To Application drop down list for which you want to
copy the Form.

0 Select the required Form from the Save Form drop down list.
0 Enter a name for the Form in the As Form field.
2. Click Next. The specified Form is duplicated as a new Form and a confirmation dialog is
displayed with the status.
Delete Forms

You can remove the forms which are not required in the system by deleting from the DEFQ - Forms
Designer screen.

1. Select Delete Forms from the available options and do the following:

0 Select the application from the Available Application drop down list which consist of
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the required Form which you want to delete.
0 Select the Form from the Available Forms drop down list which you want to delete.

Click Next. An information dialog is displayed for confirmation. Click OK.

You can assign user permissions to view, add, edit, and delete the Form details in the User for Mapping -

DEFQ screen.

1.

Select Assign Rights from the available options and do the following:
0 Select the required application from the Available Application drop down list.
0 Select the Form from the Available Forms drop down list.

Click Next. The User for Mapping - DEFQ screen is displayed.

Select the required user from the Available User List. You can also click or
buttons to reload previous/next set of users in the list.

Select the checkbox adjacent to the listed user permissions such as View, Add, Edit,
Delete, or All Above. You must select view option in order to allow users to Edit or
Delete a Form.

Select Authorize or Auto-Authorize checkbox as required. The Authorize and Auto-
Authorize options are applicable for all the forms that have been saved with the
Authorize option. The Auto-Authorize feature for records is applicable in scenarios
where the Creator and Authorizer are the same. If a user has Add and Auto-Authorize
grants, the data entered by the user is auto authorized and the data is in Authorized
status. In case of normal Authorization, the Record added by the creator has to be
authorized by a different user who has Authorize permissions.

NOTE: The Auto-Authorize feature in Forms Designer is applicable only for data entered

through Data Entry screen and not through Excel Upload screen.

You can also select the checkbox to Show Data Created by Current Users Only.

Click Save Access Rights. A confirmation dialog is displayed after saving and the user is
added to the Assigned User List.

Message Type Maintenance

You can manage the Message Type details which alert the Creator of the Form or to an Authorizer in the
DEFQ Message Type Maintenance Screen. Message Type details can be defined while creating a Form. In
the DEFQ - Forms Designer screen, do the following:

1. Select Message Type Maintenance from the available options and click Next. The
DEFQ - Message Type Maintenance Screen is displayed.
2. Select the message category from the Message Type drop-down list.
3. Edit the message details by doing the following:
0 The defined Message Subject and Message Content is auto populated. Edit the
details as required.
0 Add or remove the defined recipients. Double-click on the required member to toggle
between Available and Mapped Recipients list.
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NOTE: Selecting Authorizer alerts all the selected authorizers for authorization.

4. Click Save. A confirmation is displayed on updating the Message Type details.

Forms Authorization

Forms Authorization within the Data Entry Forms and Queries section of the infrastructure system
facilitates you to view and authorize / approve any changes that are made to the privileges assigned to a
user in a particular form. You need to have FRMAUTH function role mapped to access Forms
Authorization screen.

NOTE: You cannot authorize or reject a right request created by you, even if you have FRMAUTH

function role mapped.

You can access Forms Authorization screen from the left hand side (LHS) menu of Infrastructure home
page. Click “+” and expand the Unified Metadata Manager and select Data Entry Forms and Queries.

{= Forms Authorization - Windows Internet Explorer.

Connected &

UserID| PR2USER

Access

H Select Application | Form Name Rights
L Before

audit trail copy 1 audit
report trail

audit trail

2012-04-17
0414:20

2012-04-17
04:14:20

2012-04-12

DV,DADE, A DEFQUSER DEFQUSER

2012-04-12

0 e copy 2 audit - DV,DADE,DD ADD PR2USER i PR2USER ot
2012-04-17 2012-04-17
I | layout edit DVDADE,DD ADD DEFQUSER 042813 DEFQUSER 042818
2012-04-17 2012-04-17
] layout multi_calumn DV.DA.DE,DD ADD DEFQUSER 042840 DEFQUSER 042040
2012-04-17 2012-0417
] layout single DV,DADE,DD ADD DEFQUSER g DEFQUSER e
2012-04-13 2012-04-13
F] test test13 DV,DADE,DD ADD PR2USER et PR2USER e
Done Local intranat $y - EA00% v
&

The Forms Authorization screen displays the list of privileges assigned to a user in different Forms. These
privileges include create, view, modify, delete, authorize, and auto-authorize records. The Forms
Authorization screen allows you to select a user from the drop down list adjacent to User ID field. This
field displays the User ID’s associated with the selected Information Domain. .On selecting a user from the
User ID field, the columns in Forms Authorization screen lists the grants requested for that user on
different Forms as listed below.

Column Name Description

Application Lists the specific application to which the Form has been assigned.

Form Name Displays the Form Name.

Access Rights Before Displays the available Right Requests for the selected user in the Form.

Note: For new Form, the column remains blank.
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Column Name Description

Access Rights After Displays the Right Requests raised for authorization.
DV - DEFQ VIEW

DA - DEFQ ADD

DE - DEFQ EDIT

DD - DEFQ DELETE

A - AUTHORIZE

DU - AUTO AUTHORIZE

S - SHOW DATA CREATED BY CURRENT USER ONLY

Operations Displays the operation carried out in the Form.

For example, “ADD” indicates a new form is created and specific roles are assigned.

Created By Displays the USER ID from which the Right Request has been created.

Created Date Displays the Date on which the Right Request has been created.

Last Saved By Displays the USER ID from which the previous Right Request change has been saved.
Last Saved Date Displays the Date on which the previous Right Request change has been saved.
Checked By Displays the USER ID from which the Right Request has been authorized.

Checked Date Displays the Date on which the Right Request has been authorized.

To authorize or reject a form in the Forms Authorization screen:

1. Select the User ID from the drop down box. The Right Requests submitted on various
forms are displayed.

2. Select the checkbox(s) adjacent to the requests to authorize / reject. You can also select
all the requests at once for a user, by clicking Select All checkbox.

3. Click Authorize / Reject to authorize or reject the selected Right Requests.

Once form action privileges are authorized, those actions can be performed on the form. For an existing
Form with certain rights, the rights remain the same until the changes are authorized / rejected by an
authorizer.

Data Entry

Data Entry within the Data Entry Forms and Queries section of infrastructure system facilitates you to
view, add, edit, copy, and delete data using the various layout formats and Authorize/Re-authorize data
records based on the permissions defined during the form creation. You can use the Search option to query
the records for specific data and also export the data in Microsoft Excel format for reference. You can
launch multiple instances of Data Entry screen using the URL to search and update records simultaneously.

You (Business Analysts) need to have DEFQMAN function role mapped to access the DeFQ framework.
You can access DEFQ - Data Entry by expanding Data Entry Forms and Queries section of Unified
Metadata Manager module within the tree structure of LHS menu.
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NOTE: An alert message is displayed if you are not mapped to any Forms in the system.

= DEFQ - Data Entry - Windows Internet Explorer

Financial Services Analytical Applications Infrastructure

ORACLE Logout  Chan Abou bttt i
Single Record Multi-Column
Wiew Edit Add Delete  Authorize Export Search Copy
D\splaanws
USERNAMELENGTH12
Select Country Surrogate Key* Country Identifier & | Record End Date 5l | Record Start Date = | Latest Record Indicator I | Country Long Description Rating ldentifier =

|| 3|sd 08/10/2012 08:54:27 | 08M0/201208:56:37 | M sd AUTOUSER1041

|| 44 | sd 08/10/2012 08:54:39 | 0810/201209:02.29 R sd AUTOUSER1041

O 54| sd 08M10/2012 08:54:39 u sd

O 77| d 08/11/2012 04:58:34 u

O 78 | d 08/11/2012 04:58:35 u
(G

<<Previous Page | | <Back | | RolBack | | Mext | | NextPagess

Ready...... & Local intranet 45~ ®iow -

The DEFQ - Data Entry screen displays the list of Data Entry Forms and Query Forms mapped to the
logged-in user in the LHS menu. You can select the required Form to view the details. In the DEFQ - Data
Entry screen, you can do the following:

e View Form Details
J Edit Form Details

e  Add Form Data

e Authorize Records
. Export Form Data

. Copy Form Data

° Delete Form Details

View Form Details

The DEFQ - Data Entry screen displays the selected Form Data in the View mode by default. The Forms
are displayed based on the application names in the LHS menu. There are various layouts available to
customize the view and by default, the Form details are displayed in the layout in which it was designed.

In the DEFQ - Data Entry screen, the following layout types are available. You can click on any of the
following layouts to view the Form details. The buttons i.e. Previous Page, Back, Next, and Next Page
helps you to navigate through the records.

NOTE: The Roll Back option can be used only for authorized records i.e. after the records are edited
and saved, you can roll back/undo the changes in view mode.
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Layout Description

To view a single record details at any given point. You can use the navigation buttons to view the next
Single Record .
record in the table.

To view and edit a single record. A list of five rows/records is displayed by default, and the same can be
Editable View changed by entering the required number in Display Rows. You need to select the required record from the

list to view/edit and click Save to update the changes.

To view all the records in a list. A list of five rows/records is displayed by default, and the same can be
Grid (Default) changed by entering the required number in Display Rows. You can click on the column header to

alphabetically sort the list of records in the table.

) To view all the columns of a selected record. This layout enables you to view a record without having to
Multi column S . .
scroll or with minimum scrolling to view all the columns.

To view all the rows of a selected record. This layout enables you to view a wrapping row easily without
Worapped rows . . .
having to scroll horizontally to view the columns.

Search Records

In the DEFQ - Data Entry screen, you can Search for a record in the View, Edit, and Authorize modes.
You can perform a quick Search to find a specific record or run an Advanced Search to further query the
record for the required details. To search for a record in the DEFQ - Data Entry screen:

Clicklsza:etl. The search fields are displayed.

1

2. Select Field Name from the drop down list.
3. Enter the value/data in the Search field.
4

Click Go. The search results are displayed in the list.

To perform an Advanced Search in the DEFQ - Data Entry screen:

1. Click D within the Search fields. The Advanced Search Screen is displayed.

e [10571] Advanced Search Screen - Windows Internet Explorer

Advanced Search

Parentheses!/ Field Operator Value Parentheses/
Join Join

|  ~|  |Record StartDate v|[= [~]|02102:2011 | [and v

| %] [RecordEnaDate v|[= |v] 020212011 1) ¥

land v| [LatestRecord Indicator v|[= |+ |Yes | [ v
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2. Select the required Parentheses/Join, Field, Operator from the drop down list and enter
the Value as required to query the Form data.

3. Click GO. The results are displayed with the field names containing the searched data.

Edit Form Details

You can edit the permitted Form field values in the DEFQ - Data Entry screen. However, you cannot
modify the primary key fields which are displayed in non editable format. To edit Form Details in the
DEFQ - Data Entry screen:

EJ
1. Open the required Form in view mode and cIickLm-J. The editable fields are enabled.
2. Enter/update the required details.

3. Click Save and update the changes. If required, you can click Reset to undo the changes
and return to original field values.

If you have edited an Authorized record, the same is again marked for authorization. Once the record is
updated, a modified status flag is set, and only these record changes can be rolled back. The Roll Back
option is supported in view mode only for authorized records, i.e. records which are updated and saved.

Add Form Data

You can add a row to the required table and enter the field details. To Add Form Data in the DEFQ - Data
Entry screen:

1. Open the required Form in view mode and cIickLmJ. By default, five rows are displayed.
You can modify by specifying the number of required rows in Display Rows field and
clicking Reset.

2. Enter the required numeric data in the new fields. If you want to view the numeric data
separated by commas, enter the details accordingly.

3. Click Save and update the data to the selected table.

Authorize Record

You need to have DEFQMAN and SYSAUTH function roles mapped to access and authorize Forms in the
DeFQ framework. You can Authorize a single record or all the records of a selected Form with the in the
DEFQ - Data Entry screen. You can authorize record in a table which has a primary key field. A primary
key field in the record is indicated by “PK”. You need to have the authorization rights defined by the user
who has created the record. You can also Reject or Hold inappropriate records in the table.
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The status of each record in the table is indicated with an “AuthFlag” as indicated below:
. Unauthorized records are displayed with the status flag “U”
e  Authorized records are displayed with the status flag “A”.
. Rejected records are displayed with the status flag “R”.
. Modified records are displayed with the status flag “M”.
. Deleted records are displayed with the status flag “D”.
. If an Unauthorized record is on Hold, the status flag is displayed as “H”.
. If a Modified record is on Hold, the status flag is displayed as “X”.
. If a Deleted record is on Hold, the status flag is displayed as “Z”.

To Authorize Data in the DEFQ - Data Entry screen:

—

1. Open the required Form in view mode and cIicm, The list of available records for
Authorization is displayed. If there are “no records” for Authorization in the selected
Information Domain, an alert message is displayed.

2. Select the “Auth” checkbox adjacent to the required record with the status flag
“Unauthorized / Put On Hold” and click Save. A confirmation dialog is displayed.
Click OK. You can also do a Bulk Authorization if Excel Map is selected in the Sort
Fields Selection screen. Select the mapped Excel Name from the “Select Excel Sheet
Name” drop down list. The DEFQ - Data Entry screen displays only those records which
are uploaded though the selected Excel sheet. Click Authorize Excel. A confirmation
dialog is displayed. Click OK.

You can reject / hold a record by doing the following:

0 To reject a record, select the checkbox in the “Rej” column adjacent to the required
record and click Save. A confirmation dialog is displayed. Click OK. You can also
reject records in Bulk Mode if Excel Map is selected in the Sort Fields Selection
screen. Select the mapped Excel Name from the “Select Excel Sheet Name” drop
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down list. The DEFQ - Data Entry screen displays only those records which are
uploaded though the selected Excel sheet. Click Reject Excel. A confirmation dialog
is displayed. Click OK.

0 To Hold a record and to authorize or reject at a later point, select the checkbox in the
“Hold” column adjacent to the required record and click Save.

In the DEFQ - Data Entry screen, you can also do the following:

0 Click Authorize All and click on Save to authorize all the records displayed in current
page.

0 Click Reject All and click on Save to reject all the records displayed in current page.

o0 Click Hold All and click on Save to hold all the records displayed in current page.

If you have enabled the option to send alerts to the Creator of the Form in Message Type Maintenance
screen, a message is sent indicating that the records are authorized/rejected/put-on-hold.

Re-authorize Records

You can re-authorize an authorized record which has been updated by other users. When an authorized
record is updated, the status flag (AuthFlag) is set to “M” indicating that the record has been modified and
needs re-authorization.

Modified Record Authorization :

Auth | Rej Hold | Extraction Date Currency Code Surrogate Keypk = Currency Code | Record End Date Record Start Date Latest Record Indicator | Local Currency Indicator | Reporting
Edited Data :

O (] O |06/20/2011 14:52:08 666 | 3 06/11/2010 10:10:16 | 06/29/2011 14:52:08 | 8 Modified
Original Data

06/29/2011 14.52:.08 666 | 3 08/11/2010 10:10:16 | 06/29/2011 14:52:08 | § Modified

<<Previcus Page <Back Reset Ciose Save HNext» Next Pages»

To re-authorize modified records in the DEFQ - Data Entry screen:

1. Open the required Form in view mode and clicklaunarize. The list of available records
with the Authorization status is displayed. If there are “no records” for Authorization in
the selected Information Domain, an alert message is displayed.

2. Click Reauthorize Records. The DEFQ Authorization Window is displayed.

Select the “Auth” checkbox adjacent to the required record.

4. Click Save. On re-authorization, a confirmation message is displayed. You can also
select the checkbox adjacent to “Rej” to reject the record, or “Hold” to re-authorize or
reject at a later point. A message is sent to the Form creator indicating that records are
authorized/rejected/put-on-hold.

Re-authorize Deleted Records

You can re-authorize the delete action when an authorized record has been deleted by other users. When an
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authorized record is deleted, the status flag (AuthFlag) is set to “D” indicating that the record has been
deleted and needs re-authorization.

Authorize All  Reject All Held All
Auth | Rej | Hold | Extraction Date Currency Code Surrogate Keypk  Currency Code Record End Date | Record Start Date Latest Record Indicator | Local Currency Indicator | Reporting

O [0 | O |06:29/2011 14:52:08 990 | 45 07/23/2009 14:22:25 | U Deleted

<<Previous Page <Back Resst Close Save Next> Next Page>>

To re-authorize deleted records in the DEFQ - Data Entry screen;

1. Open the required Form in view mode and clicklautrarizel. The list of available records
with the Authorization status is displayed. If there are “no records” for Authorization in
the selected Information Domain, an alert message is displayed.

2. Click Reauthorize Deleted Records. The DEFQ Authorization Window is displayed.
3. Select the “Auth” checkbox adjacent to the required record.

Click Save. On re-authorization, a confirmation message is displayed. You can also
select the checkbox adjacent to “Rej” to reject the record, or “Hold” to re-authorize or
reject at a later point. A message is sent to the Form creator indicating that records are
authorized/rejected/put-on-hold.

Export Form Data

You can export the required record(s) to a selected location in CSV format. To Export Form Data in the
DEFQ - Data Entry screen:

1. Inthe View mode, select the checkbox adjacent to the record(s) which you want export.

2. ClicklExeert|. The File Download dialog is displayed.

3. Click Save. The Save As dialog is displayed.

4. Select the location and click Save. The selected record is exported.

Copy Form Data

You can copy the existing fields and create new fields in a record. When you copy a field, the primary key
values are incremented from the pre-defined value to the next acceptable value. However, the other fields
can be modified as required. To copy fields in the DEFQ - Data Entry screen:

1. Open the required Form in view mode and cIick. The list of available records is
displayed. All the primary field data (indicated by *) is incremented by default.
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2. Click Save. The field values are added to the record. You can click Edit to modify the
values or click Next to copy the next set of fields.

Delete Form Details

You can remove a Form details which are no longer required by deleting from the DEFQ - Data Entry
screen.

1. Inthe View mode, select the checkbox adjacent to the record which you want to delete.

2. Clicklpeietd. An information dialog is displayed.
3. Click OK to confirm and delete the record.

Excel Upload

Excel Upload utility facilitates you to upload excel data sheets to specific destination table and map the
table's columns with the columns in MS Excel. In order to view the Excel Upload utility within the
Infrastructure system, you need to manually copy the “.ssh” folder from the Application layer to the Web
Server area after the OFSAAI installation. Contact System Administrator for more information.

Excel Upload supports excel files created in Microsoft 2007 along with the earlier versions. Also you can
map and upload multiple sheets created within a single excel file. The Excel Entity Mappings and Upload
utilities have the restricted access depending on the following function roles mapped:

. Users with XLADMIN and XLUSER function roles can perform both mapping and upload
operations.

. Users with XLADMIN function role can only define mapping and authorize, but cannot upload the
file.

e  User with “XLUSER” function can only retrieve mapping definition (pre-defined by XLADMIN
user) and can upload the file based on retrieved mapping.

You can access DEFQ - Excel upload by expanding Data Entry Forms and Queries section of Unified
Metadata Manager module within the tree structure of LHS menu. The DEFQ - Excel Upload screen
displays the Excel-Entity Mappings and Excel Upload options in the LHS menu. Click on the links to view
the section in detail.

. Excel-Entity Mappings
. Excel Upload

Excel-Entity Mappings

Excel-Entity Mapping helps you to map Excel Data to the destination table in the database. Excel-Entity
Mapping supports excel files created in Microsoft 2007 and earlier versions along with the option to map
and upload multiple sheets created within a single excel file. You need to have XLADMIN function role
mapped in order to define mapping.

Add Excel-Entity Mappings

To define mapping in the Excel-Entity Mappings screen:

1. Click Add icon in Mappings Summary tool bar. The ADD Excel-Entity Mappings screen
is displayed.

2. Enter the required Mapping Name and Description.
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Click Browse. The Choose File to Upload dialog is displayed. Select the required Excel

and click button.

On upload, the selected Excel columns are listed in Select Excel Columns grid and the database tables are
listed in Select Entities grid.

Excel-Entity Mappings
Excel-Entity Mappinge > ExcelEntity Mapping Definition{Add Mode
# Mapping Details
Product_Mapping_1

Mapping Name PR_Map1 Description

#* Select the Excel File

Excel File caD and \Deskiop\PR_Datal xisx Browse...
Source Date Format : Destination Date Format : mm-dd-yyyy [C]First Raw is the Header [[] Bulk Autherization

] Apeply to all Dates [] save With Autherization Shest : | Shestt v
Select Excel Columns Select Entities
M Shest CAP_STRUCT_PARAW_MASTER ~

N Field1 E-== COM_ENTTY_GROUP_WMAP

@R Field2 f_dim_fact_flag

@ Field3 f_vem_flag

=] Field4 5 n_group_id

n_mismatch_rows
B= v_atiribute_name
IMap ~B= y_entity_name
v_group_desc
v_source_attribute_name
~BE v_source_system id
- COM_ENTTY_PROCESS_DETAILS
COM_WVALUECODE_MAPPING
- CONTRA_GL_ACCOUNT
CURRENCY_CONWERSION_FACTORS v
# Mapping Information |
D Excel Fields Field Order Date Format Destination table Destination column
[ 1 - COM_ENTTY_GROUP_MAP f_dim_fact_flag
[0 Fieldz 2 - COM_ENTTY_GROUP_MAP n_mizmatch_rows
[ Field2 COM_ENTTY_GROUP_MAP v_attribute_name
[0 Field4 COM_ENTTY_GROUP_MAP v_source_attribute_name
‘ Save Mapping ‘ ‘ Cancel |

4. Enter the Source Date in dd/mm/yy format. You can select Apply to all Dates checkbox
if the Excel contains date field.

5. Select First Row is the Header checkbox, If the first row in the Excel has headings.

6. Select the mapping database table by clicking on the + symbol or table name.

7. Click Automap. The respective columns with the similar names in the excel and database
is mapped. You need to manually map the other columns. The mapping details are
displayed in the Mapping Information grid which facilitates you to edit the details as
required.

8. Select Save with Authorization checkbox to authorize and upload the data. The 3
mandatory fields i.e. Maker_id, System_Date, and Authorization_Status, are displayed in
the Select Excel Columns grid.

9. You can also select Bulk Authorization checkbox to assign the “Excel_Name” across
the selected column. For example, the selected column “v_fic_description” will have the
Excel Name assigned.

NOTE: Ensure that the selected “Varchar2” column contains the required length to hold the
Excel Name. In order to select Bulk Authorization, you need to have Save with
Authorization checkbox selected.
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10. Select Save Mapping. The Excel-Entity Mapping screen displays the excel-database
table mapping details. In the Excel-Entity Mappings screen, you can also do the
following:

o Click button in the Mappings Summary tool bar to View the mapping details.

o Click @l button in the Mappings Summary tool bar to Edit the mapping details.

o Click |E| button in the Mappings Summary tool bar to Delete the mapping details.

Excel Upload

Excel Upload helps you to upload Excel Data to destination table in the database. You need to have
“XLUSER” function role mapped to access Excel Upload screen and retrieve mapping definition (pre-
defined by XLADMIN user) to upload excel data. Excel Upload supports excel files created in Microsoft
2007 and earlier versions along with the option to map and upload multiple sheets created within a single
excel file. You need to ensure that the excel data contains the dates in the format as defined in Add Excel-
Entity Mapping definition.

To upload excel data in the Excel Upload screen:
1. Click Browse in the Excel File to Upload grid. The Choose File to Upload dialog is
displayed.

2. Select the required Excel and click @ icon. The columns in excel are populated in the
Sheet drop down list and the Preview grid displays the data of the selected excel file.

& DEFQ-Excel Upload - Windows Internet Explorer

ons Infrastructure

Information Domain:

1
Excel Upload & |
load
* Excel File to Upload
Excel File i CiDocuments and Settings\anesshkiDeskiop'PR_D: | Browse Shest:E Sheetl b
[ = Preview
| Product D c cz
b
# Excel-Entity Mappings
Select Mapping i countryREQUIREDFIELD Browse
Upload
& Local intranet a o Hioown -

3. Click Browse in the Excel-Entity Mappings grid. The Mapping Selector dialog is
displayed with the pre-defined mapping details.
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4. Select the checkbox adjacent to the required mapping definition and click OK.

5. Click Upload. A confirmation dialog is displayed on successful upload and the excel data
is uploaded to the database table.

2.3.3 Metadata Browser

The Metadata Browser component of OFSAAL, allows you to view the pre-defined metadata in the Basel
Regulatory Capital application, by providing a browsing capability through the various metadata elements
that are linked to each other. You may start navigating through the Metadata Browser from a Run in a
particular segment and drill down to the processes used in the Run, the Sub Processes in the Processes and
the tasks mapped to each Sub-Process. Alternatively, you may start navigating from the granular metadata
element and trace the tasks that use this metadata, thereby the Sub Processes, Processes, and Runs that use
the task.

Tools in Metadata Browser

The following are the tools used in Metadata Browser screen. The icons appear on the pages as the
functions are derived.

Button Description

Display the trace details of Definitions mapped to a dimension,
hierarchy, measure, cube, or mart.

Display the trace details of Datasets defined for a definition.

g | gl

Display the trace details of Dimensions mapped to the
definition.

Display the trace details of Measures mapped to the definition.

Display the trace details of Cubes mapped to the definition.

Display the details of the mapped Models for a definition.

Display the trace details of Hierarchy Attributes of a definition.

R TE L

“a Display the trace details Source of the definition.
: Display the trace details of Transformations defined for a
!]',e{'a definition.
ORACLE
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Button Description

Display the trace details of mapped Scenarios for a definition.

Display the details of the mapped Stress Definitions.

Display the details of mapped Variable Shocks to a particular
variable.

ClENe

To help you navigate through the Metadata Browser, starting from a Run, refer to the following steps:

1. Click Metadata Browser on the LHS pane of OFSAAI, to view the Metadata Browser
screen.

2. Select the relevant jurisdiction from Segment dropdown on the LHS pane of OFSAAI,
shown in the following figure:

Infurm.atmn BASELFDOM -
Domain
Segment BIS M

3. Click [, to view the Runs defined for the selected jurisdiction, shown in the following
figure:

-

=% Business Processors
- Rules

- & Process

Gk R

=@ Cubes

@- = Forms

@-[2] Questionnaire

H- =] Wiews

ORACLE
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& | Mame
Capital Calculation - BIS Basel | Approach
Capital Calculation - BIS Standardised Approach
Capital Calculation - BIS Advanced IRB Approach
Risk Weighted Asset Calculation - Operational Risk - BIS Standardised Approach
Capital Calculation - BIS Foundation IRB Approach
Risk Weighted Asset Calculation - Credit Risk - BIS Standardised Approach
Risk Weighted Asset Calculation - Credit Risk - BIS Advanced IRB Approach
Risk Weighted Asset Calculation - Credit Risk - BIS Foundation IRB Approach
Capital Calculation - IFSB Standardised Approach - CAR Standard Formula
Risk Weighted Asset Calculation - Credit Risk - IFSB Standardised Approach
Capital Calculation - IFSB Standardised Approach - CAR Discretionary Formula
Risk Weighted Asset Calculation - Market Risk - IFSB Standardised Approach
Risk Weighted Asset Calculation - Operational Risk - IFSB Basic Indicator Approach

Run

Select a Run (Risk Weighted Asset Calculation-Credit Risk-BIS Standardized Approach) and click E to view the
details of the Run, shown in the following figure:

Information BASELGDOM - Run 7
Domain Run Rule Framework > Run
T BIS % Search and Filter | [ Search | [3] Reset
() Wetadata Browser &2 e 0
- Source Model Name Active Yes -
- 58 Data Model
Data Transformations R Type T
3?:9321 # List [20] < tew | El view Edit Copy Remove Authorize | | Export w Fire Run ¥ Page1/7 Jumg to page
& Hierarchiss N g Code 4 | Name Type Folder Version | Active
:gn Hisrarchy Attributes [F] 1305855181022 Capital Calculation - BIS Basel | Approach Basze Run BIS 0 Yes
,:' Dimensions (=] Capital Calculation - BIS Standardised Approach Base Run BIS 0 Yes
T Business Processars (=] Capital Calculation - BIS Advanced IRB Approach Base Run BIS 0 Yes
I Rules D Risk Weighted Asset Calculation - Operational Risk - BIS Standardised Approach Base Run BIS o Yes
A Process [ 1305855688766 Capital Calculation - BIS Foundation IRB Approach Base Run BIS o Yes
; Runs 1305855864629 Risk Weighted Asset Calculation - Credit Risk - BIS Standardised Approach Basze Run BIS 0 Yes
. r Cubes [ 1305907201323 Risk Weighted Asset Calculation - Credit Risk - BIS Advanced IRB Approach Base Run BIS 0 Yes
-5 Forms [ 1305907253832 Risk Weighted Asset Calculation - Credi Risk - BIS Foundation IRB Approach Base Run BIS 0 Yes
-k Variables [ 1305912873509 Capital Calculation - IFSB Standardised Approach - CAR Standard Formula Base Run IFSB o Yes
[ 1305913610550 Risk Weighted Asset Calculation - Credit Risk - IFSB Standardised Approach Base Run IFSB o Yes
- Optimizer [ 1305916596330 Capital Calculation - IFSB Standardised Approach - CAR Discretionary Formula Base Run IFSB 0 Yes
= Foaling [ 1305917022346 Risk Weighted Asset Calculation - Market Risk - IFSB Standardised Approach Base Run IFSB 0 Yes
O% Mogeling Framework D 1305817115300 Risk Weighted Asset Calculation - Operational Risk - IFSB Basic Indicator Approach Base Run IFSB o Yes
B Stress Testing Framework [ 1305917182301 Staging Data Population - Market Risk - IFSB Standardised Approach Base Run IFSB o Yes
[El 1305923761818 Staging Data Population - Market Risk - BIS Standardised Approach Base Run BIS 0 Yes
[ 1306182237482 Capital Calculation - FRB IRB Approach Base Run Usa 0 Yes
[ 1306182268889 Risk Weighted Asset Calculation - Credit Risk - FRB IRB Approach Base Run UsA 0 Yes
D 1306255867872 Capital Calculation - RBI Standardised Approach - Indian Banks Base Run INDIA o Yes
[ 1306256086204 Capital Calculation - RBI Standardised Approach - Foreign Banks. Base Run INDIA o Yes
[F] 1306256149536 Risk Weighted Asset Calculation - Credit Risk - RBI Standardised Approach Basze Run INDLA 0 Yes

A Run is a combination of Processes. For example: For Run Risk Weighted Asset Calculation-Credit
Risk-BIS Standardized Approach, CAPITAL_ CONSOLIDATION,
CREDIT_RATING_PROCESSING, and NON SEC STD are some of the processes mapped to the Run.

ORACLE

Oracle Financial Software Services Confidential-Restricted 51



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

Process and Sub Process

Run S

Ik Run Rule Framework == Run == Run Definition (View Mode)

# Linked to

Folder BIS

24 Master Information 1 Properties

0] 1350345616019 Version 0

Code 1305855864629 Active Yes

T Risk Weighted Asset Calculation - Credit Risk - BIS . —

R Standardised Approach Type HESS NI

= List Shaw Details
g Laocation Code MName Type Simulation Job

Job 1228479817605 CAPITAL CONSOLIDATION Process

O Job 1281368142488 CREDIT_RATING _PROCESSING Process

B Job PRBL0019 PARTY_RECLASSIFICATION_STD Process

Bl Job 1308699026230 NON_SEC_DATA_POPULATION Process

El Job 1308860226730 MITIGANT_DATA_POPULATION Process

O Job 1308860522544 NON_SEC_EXP_MITIGANT_MAPPING_POP Process

B Job 1259809926621 MON_SEC_STD Process

O Job 1308846730198 SEC_DATA_POPULATION Process

El Job 1308860632939 SEC_EXP_MITIGANT_MAPPING_POP Process

E1 Job 1261519197321 SEC_STD Process

A process is a combination of Sub Processes. Select a Process and click to view the sub process
mapped to a Process. The Sub Process mapped to the Process-CAPITAL_CONSOLIDATION is Capital
Consolidation Approach. For Process-CREDIT_RATING_PROCESSING the Sub Process is Credit
Rating Data Population. Rules, DT, and T2Ts, are combined to form a Sub Process. A Rule is a
combination of various computational logics that transforms data. Rules are of two types:

e Computational rules (Type 3 Rule): consists of a Data Set, Source Hierarchy and Target Business
Processor.
= Data Set: A Dataset is a group of tables whose inter-relationship is defined by specifying a join
condition between the various tables.
=  Source Hierarchy: Hierarchy is the organization of data into a logical tree structure. The subset of
records on which the computational logic is applied to is stated as the Source Hierarchy.
= Target Business Processor: Target measure is a metric which computes and stores the computed
value in the defined Target Area. The target area where these computed values are populated is
defined in the Target Business Processor.
e Assignment Rules (Type 2 Rule): consists of a Data Set, Source Hierarchy and Target Hierarchy.
= Data Set: A Data Set is a group of tables whose inter-relationship is defined by specifying a join
condition between the various tables.
= Source Hierarchy: Hierarchy is the organization of data into a logical tree structure. The subset of
records on which the computational logic is applied to is stated as the Source Hierarchy.
= Target Hierarchy: Hierarchy is the organization of data into a logical tree structure. The target area
where the reclassified records will be stored is the target hierarchy.
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# Linked to
Folder

% Master Information

D

Code

Process

Run Rule Framework >> Run >> Process Definition (View Mode)

BIS

| = Properties

1351290493131

1228479617605

Version 0

Active

Name CAPITAL_CONSOLIDATION Type Process Tree

2 | I [ | I

~ [] object

[ Capital Consolidation Approach

Type Parameter

Sub Process

=l Process Precedence

[= - Capital Consolidation Approach
Run Product Code Assignm
Jurisdiction Code Assignme
ENTITY_INFO_DATA_POP
ENTITY_SHR_HLD_PERCE| =
Capital Consolidation Level
Run Definition User Defined
LE_Solo_Consolidation
Cap Consl Basel Entity Tyg
Run_Validation
Cap Consl Effective Shareh
Cap Consl Basel Approach
EXCHANGE_RATE_DATA_
RUN_EXE_PARAMETERS. -

Fl m 3

lasaved] [egoeed]

In the preceding figure, Rules, DTs and T2Ts mapped to a Sub Process Capital Consolidation Approach
are as follows:

Rules=
Run Product Code Assignment (Type 3 Rule)
Run Definition Mode Assignment - User Defined (Type 3 Rule)
Run Definition User Defined Run Param Assignment (Type 3 Rule)
Capital Consolidation Level Selection (Type 3 Rule)
Cap Consl Basel Entity Type Reclassification (Type 2 Rule)
Cap Consl Effective Shareholding Percent of an Entity (Type 3 Rule)
Cap Consl Basel Approach Type Reclassification for Entity (Type 2 Rule)
Basel Il Credit Rating Reclassification (Type 2 Rule)

T2T =
ENTITY INFO DATA POP

ORACLE
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ENTITY SHR HLD PERCENT POP
GL ACCT CAPITAL HEAD POPULATION
RATING_DETAILS_DATA_POPULATION
NON_SEC_EXP_DATA_POPULATION
MITIGANT_DATA_POPULATION
NON_SEC_EXP_DATA_POPULATION

DT =
Run Validation
Run Param Validation
Upd_Rating Details

This document will help you navigate to the smallest element of a Rule. You can similarly navigate to the
smallest element of a T2T and DT.

Rules

Select a Rule (Cap Consl Effective Shareholding Percent of an Entity) from the LHS pane, the Rule

which appears in the right frame of the screen. Select the Rule and click to view the details of the

Rule, as shown in the following figure:
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Process L2
Run Rule Framework == Run => Process Definition (View Mode)
# Linked to
Folder BIS
% [aster Information | [ Properties
(1] 1351290493131 WVersion 0
Code 1228479817805 Active Yes
Name: CAPTAL_CONSOLIDATION Type Process Tree
# | Sub Process | Component | Precedence | | Vowve | -'-e":.eISthDetails
PRl i
ENTITY_SHR_HLD,_PERCENT Object Precedence Type Parameter
Cap Consl| Effective Shareholding Percent for an Entity Run_‘alidation Computation Rule

Capital Congolidation Level 5
Run Definition User Defined |
LE_Solo_Consolidation

Cap Consl Basel Entity Type
Run_“alidation

Cap Congl Effective Sharehc
Cap Consl Basel Approach 1
EXCHANGE_RATE_DATA_P
RUN_EXE_PARAMETERS_P(
Reporting Currency Code As

Run_Param_Population

GL_CAPTAL_ACCT_HEAD |
STD_CAPTAL_ACCT_HEAD

Capital - Standard Acct Heat =
4| i 3

In the following figure, for Rule Cap Consl Effective Shareholding Percent of an Entity (a Type 3 rule),
mentioned earlier, contains a Data Set, Source Hierarchy, and Target Business Processor. To relate the Rule
to a specific section in the Basel accord, refer to the Comments section in the screen.

DRACI—E Oracle Financial Software Services Confidential-Restricted 55



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

Rule @
Run Rule Framework == Run == Rule Definition (View Mode)
4 Linked to
% Master Information | [=f Properties
K} 1228142436138 Version 0
Code 1228142435138 Active
Name Cap Consl Effective Shareholding Percent for an Entity | Type Computation
% List Wove 1 T D
Code Name Type
D Source HOZ242 Cap Consl Entity Level Ind Hierarchy
MO719 KSR - Cap Consl Entity Shareholding Per... Measure
| Mext | | Preview | | Ciose: |
Audit Trail Comments
& ents [1] | New Wiews dit Remowe Page 1/1 Jump to page
<J Comments Created By Creation Date Last Modified By Last Modification Date | Operation Type
Para 215-216 SYSADMN 082572012 06:16:42 SYSADMN 06/25/2012 06:16:42  Not Editable

Click in the Dataset (DS0089) field to view further details on the Data Set. In the following figure,
the Selected Entities field displays the tables used by the dataset. Click any table to view the description of
the table. The condition or inter-relationships between the tables are detailed in the Join Condition and

ANSI Join.
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[
v- A -
8o @ (s

Trace Cubes Trace Definitions Trace Forms

Details of Dataset Entity Shareholding Percent Dataset

Name DS0089

Short Description Entity Shareholding Percent Dataset
Long Description Entity Shareholding Percent Dataset
Comments

Created By SYSADMN

Creation Date November 25, 2008 4:54:38 PM
Last Modified By SYSADMN

Meodification Date December 16, 2009 11:35:47 AM
Authorized By SYSADMN

Authorization Date December 16, 2009 11:35:48 AM

act Shareholding Perce

Fact Entity Information

Run Dimension

Date Dimension

PARENT ENTITY

COALESCE(PARENT_ENTITY f_cap_consl_parent_entity_ind,'N') ="Y" AND COALESCE

(PARENT_ENTITY f_cap_consl_entity_ind,'N') ="Y"

FCT_ENTITY_SHR_HLD_PERCENT INNER JOIN FCT_ENTITY_INFO ON FCT_ENTITY_INFO.n_entity_skey =

FCT_ENTITY_SHR_HLD_PERCENT.n_investee_entity_skey AND FCT_ENTITY_SHR_HLD_PERCENT.n_run_skey =

FCT_ENTITY_INFO.n_run_skey AND FCT_ENTITY_SHR_HLD_PERCENT.n_mis_date_skey =

C FCT_ENTITY_INFO.n_mis_date_skey INNER JOIN FCT_ENTITY_INFO PARENT_ENTITY ON
< ANSI Join FCT_ENTITY_SHR_HLD_PERCENT.n_investor_entity_skey = PARENT_ENTITY .n_entity_skey AND
FCT_ENTITY_SHR_HLD_PERCENT.n_run_skey = PARENT_ENTITY.n_run_skey AND

FCT_ENTITY_SHR_HLD_PERCENT.n_mis_date_skey = PARENT_ENTITY.n_mis_date_skey LEFT OUTER JOIN
DIM_RUN ON FCT_ENTITY_SHR_HLD_PERCENT n_run_skey = DIM_RUN.n_run_skey LEFT OUTER JOIN DIM_DATES
OM FCT_ENTITY_SHR_HLD_PERCENT.n_mis_date_skey = DIM_DATES.n_date_skey

Date Filter DIM_DATES.D_CALENDAR_DATE=$SMISDATE AND DIM_RUN.n_run_skey = 'SRUNSK'

Order By

Selected Entities

Join Condition

To know more about the Source Hierarchy and Target Measure used in this Type 3 Rule, return to the Rule

Screen. Select the Source Hierarchy (Cap Consl Entity Level Ind) and click icon to view details of
the Source Hierarchy.

In the following figure, the Source Entity from which data is computed and populated into the Target
Business Processor is displayed in the Entity field. Click Fact Entity Information to see the description of
the table. Click Capital Consolidation Entity Indicator to view the description of the Attribute, whereby in
this case, the entities appearing in the Fact Entity Information are flagged as Y if the entity is
participating in Capital Consolidation.
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1 - A {—
& % [ oo

Trace Dimensions Trace Cubes Trace Definitions Trace Forms

Details of Hierarchy Cap Consl Entity Level Ind

Name HO0242

Short Description Cap Consl Entity Level Ind
Long Description Cap Consl Entity Level Ind
Comments

Created By SYSADMN

Creation Date November 26, 2008 2:54:38 PM
Last Modified By SYSADMN

Medification Date November 27, 2012 7:24:08 PM
Authorized By SYSADMN

Authorization Date November 27, 2012 7:24:09 PM
Type REGULAR

Bl Enabled

Is Parent Child

Entity Eact Entity Information
Attribute Capital Consolidation Entity Indicator
Level Details

Description Identifier

To know more about the Target Business Processor used in this Type 3 Rule, return to the Rule Screen.

Click Next. In Combination Mapper section click ™ icon and select icon to view details of the
Target Business Processor.
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Rule (r)

== Rule Definition (View Mode)

# Linked to
Folder BISSEG Datazet Entity Shareholding Percent Dataset

# Master Information | [=] Properties
Iz 1228142436138 Version 0

Code 1228142436138 Active

Name Cap Consl Effective Shareholding Percent for an Entity | Tvpe Computation

= Map

# Slicer

Source

# Combination Mapper [1] ¥ Page 1 / 1 Jump to page

Source Target page -
|_ET3 cap Cons| Entity Le... | |_ES3 MSR - Cap ConslEnt.. | 1of1

Cap Censl Entity Level Ind BP - C..Entity ikt
Consl Level Ind ‘2 Default Mermber
Show Details
T
uBack| |uSavey | |
Audit Trail Comments

A Business Processor (BP) consists of a Data Set, Target Measure, and an Expression.

e Data Set: A Data Set is a group of tables whose inter-relationship is defined by specifying a join condition

between the various tables.
e Target Measure: Target measure is a metric which computes and stores the computed value in the defined

Target Area.
e Expression: An Expression is a tool that allows for manipulation of data. Expression has three different

uses:
= To specify a calculated column that the OFSAA derives from other columns in the database
= To calculate assignments in data correction

= To create calculated conditions in data and relationship filters.

Click Dataset (DS0089-Entity Shareholding Percent Dataset) to view details of the Data Set. In the
following figure, the Selected Entities field displays the tables used by the dataset. Click any table to view
the description of the table. The condition or interrelationships between the tables are detailed in the Join

Condition and ANSI Join field.
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v-;,. é! : oL
t."" o g

Trace Cubes Trace Definitions Trace Forms

Details of Dataset Entity Shareholding Percent Dataset

Name DS0089

Short Description Entity Shareholding Percent Dataset
Long Description Entity Shareholding Percent Dataset
Comments

Created By SYSADMN

Creation Date November 25, 2008 4:54:38 PM
Last Modified By SYSADMM

Modification Date December 16, 2009 11:35:47 AM
Authorized By SYSADMN

Authorization Date December 16, 2009 11:35:48 AM

Fact Shareholding Percent

Fact Entity Information
Selected Entities Run Dimension

Date Dimension

PARENT ENTITY

COALESCE(PARENT_ENTITY f_cap_consl_parent_entity_ind,'N') = "Y' AND COALESCE
(PARENT_ENTITY.f cap_consl_entity_ind,'N') ="Y"

FCT_ENTITY_SHR_HLD_PERCENT INNER JOIN FCT_ENTITY_INFO ON FCT_ENTITY_INFO.n_entity_skey =
FCT_ENTITY_SHR_HLD_PERCENT.n_investee_entity_skey AND FCT_ENTITY_SHR_HLD_PERCENT.n_run_skey =
FCT_ENTITY_INFO.n_run_skey AND FCT_ENTITY_SHR_HLD_PERCENT.n_mis_date_skey =
FCT_ENTITY_INFO.n_mis_date_skey INNER JOIN FCT_ENTITY_INFO PARENT_ENTITY ON

ANSI Join FCT_ENTITY_SHR_HLD_PERCENT .n_investor_entity_skey = PARENT_ENTITY.n_entity_skey AND
FCT_ENTITY_SHR_HLD_PERCENT.n_run_skey = PARENT_ENTITY.n_run_skey AND
FCT_ENTITY_SHR_HLD_PERCENT.n_mis_date_skey = PARENT_ENTITY.n_mis_date_skey LEFT OUTER JOIN
DIM_RUN ON FCT_ENTITY_SHR_HLD_PERCENT.n_run_skey = DIM_RUN.n_run_skey LEFT OUTER JOIN DIM_DATES
ON FCT_ENTITY_SHR_HLD_PERCENT.n_mis_date_skey = DIM_DATES.n_date_skey

Date Filter DIM_DATES.D_CALENDAR_DATE=$MISDATE AND DIM_RUMN.n_run_skey = 'SRUNSK'
Order By

Join Condition

Click Measure (M0719-MSR - Cap Consl Entity Shareholding Percent) in the details of Business
Processor screen, to view further details on the Target Measure. The following figure, displays the target
entity where the metric or data will be populated. Click Fact Entity Information for details of the table.
Using the Attribute, that is, Shareholding Percentage this measure aims to populate the shareholding
percentage in the Fact Entity Table.

- v 3 [
Trace Dimensions Trace Cubes Trace Definitions Trace Forms
Details of Measure MSR - Cap Consl Entity Shareholding Percent
Name M0O719
Short Description MSR - Cap Consl Entity Shareholding Percent
Long Description Measure for Storing Shareholding Percent of the Entity
Comments
Created By SYSADMN
Creation Date November 25, 2008 12:42:54 PM
Last Modified By SYSADMN
Modification Date
Authorized By SYSADMN
Authorization Date November 25, 2008 12:42:54 PM
Entity Eact Entity Information
Attribute Shareholding Percentage
Aggregation Type SUM
Measure Type Base Measure
Summary Condition 1=1

Therefore, this Rule aims to populate the shareholding percentage of the entities in the defined target from

DRACI—E Oracle Financial Software Services Confidential-Restricted 60



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

the master list of entities participating in the Capital Consolidation computation.

Similarly, an Assignment Rule (Type 2 Rule), as shown in the following figure, contains a Data Set, Source
Hierarchy from which bank specific data is reclassified and Standardized into Basel Regulatory Capital
application specific data and stored in the defined Target Hierarchy.

1
Rule 7)
Run Rule Framework >> Run => Rule Definition (View Mode)
% Linked to
Folder Dataset
# Master Information | B Properties
D 1228304537655 Version 0
Code 1228304537655 Active
Name Cap Consl Basel Entity Type Reclassification Type Classification
A List | |
J Location Code MName Type
Source HBL0028 Counterparty Type Hierarchy
Target HBLO0045 Standard Counterparty Type Hierarchy
| Next | | Preview | | |
Pooling

Sub Processes can also contain Pooling and Optimizer definitions. Pooling identifies and allocates Credit
Risk Mitigants to each Exposure into set categories. Pooling consists of the following:

e Data Set: A Data Set is a group of tables whose inter-relationship is defined by specifying a join condition
between the various tables.
e Pooling Basis: Pooling Basis identifies the Exposures and Mitigant data from the Fact Sub Exposures
Table.
e  Output: is the measure which pools the Exposures and Mitigant mapping into set categories and stores in a
target area.
Click Pooling Sub Exposures- Mitigant, appearing under Sub Process Exposures Mitigant Pooling in
the Run Details Screen. The following figure, displays the metadata mapped to Pooling Sub Exposures-
Mitigant.
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Details of Pooling Sub Exposures-Mitigant Pooling

E@ame Sub Exposures-Mitigant Poaling
Code 1147078004924

Created By SYSADMN

Creation Date 08-MAY-2006 02:46:45 PM

Last Modified By SYSADMN

Last Meodification Date 12-JUN-2008 05:53:25 PM
Comments MA

Dataset MNon Securitization Optimizer Dataset

Pooling Basis

Exposures
Mitigants

Output
MSR - Sub Exposure Pool ID

Click Dataset (Optimizer Dataset) to view further details on the Dataset. In the following figure the tables
used in the Data Set are displayed in the Selected Entities field and the inter-relationships defined between
these tables are displayed as an ANSI join and Join Condition.
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Details of Dataset Non Securitization Optimizer Dataset

I&me DsS0023

Short Description Non Securitization Optimizer Dataset
Long Description Non Securitization Optimizer Dataset
Comments

Created By SYSADMN

Creation Date October 16, 2012 1:17:36 PM

Last Modified By SYSADMN

Meodification Date October 27, 2012 3:53:39 PM
Authorized By SYSADMN

Authorization Date October A0 PM

Party Dimension

Fact Sub Exposures
Date Dimension

Run Dimension
Mitigant Dimension

Standard Mitigant Type Dimension
Run Identifier

Basel Product Types Dimension
Generally Accepted Accounting Principles Dimensign
Country Dimension
Basel Asset Class
Run Parameters

Join Condition

FCT_SUB_EXPOSURES INNER JOIN DIM_DATES ON FCT_SUB_EXPOSURES.n_mis_date_skey =
DIM_DATES.n_date_skey LEFT OUTER JOIN DIM_RUN ON FCT_SUB_EXPOSURES.n_run_skey =
DIM_RUN.n_run_skey LEFT OUTER JOIN DIM_MITIGANT ON FCT_SUB_EXPOSURES.n_mitigant_skey =
DIM_MITIGANT .n_mitigant_skey LEFT OUTER JOIN DIM_STD_MITIGANT_TYPE ON
FCT_SUB_EXPOSURES.n_std_mitigant_type_skey = DIM_STD_MITIGANT_TYPE.n_std_mitigant_type_skey
LEFT OUTER JOIN DIM_PARTY ON FCT_SUB_EXPOSURES.n_issuer_skey = DIM_PARTY .n_Party_Skey LEFT
OUTER JOIN DIM_BASEL_PRODUCT_TYPE ON FCT_SUB_EXPOSURES.n_basel_prod_type_skey =

ANSI Join DIM_BASEL_PRODUCT_TYPE.n_basel_prod_type_skey LEFT QUTER JOIN DIM_GAAP ON
FCT_SUB_EXPOSURES.n_gaap_skey = DIM_GAAP .n_gaap_skey LEFT QUTER JOIN DIM_COUNTRY ON
FCT_SUB_EXPOSURES.n_country_skey = DIM_COUNTRY.n_country_skey LEFT OUTER JOIN
DIM_BASEL_ASSET_CLASS ON FCT_SUB_EXPOSURES.n_basel_asset_class_skey =
DIM_BASEL_ASSET_CLASS.n_basel_asset class_skey LEFT OUTER JOIN RUN_PARAMETERS ON
FCT_SUB_EXPOSURES.n_run_parameter_setup_skey = RUN_PARAMETERS.n_run_parameter_setup_skey
LEFT OUTER JOIN DIM_RUN_IDENTIFIER ON DIM_RUN_IDENTIFIER.n_run_identifier_skey =
FCT_SUB_EXPOSURES.n_run_identifier_skey

Click Exposures, under field Pooling Basis, in the Details of Pooling Screen. The following figure,
displays the table (Fact Sub Exposures) from which Exposure Data is identified using the Attribute,
Account Surrogate Key.
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Name

Short Description
Long Description
Comments
Created By
Creation Date
Last Modified By
Modification Date
Authorized By
Autherization Date
Type

Bl Enabled

Is Parent Child
Entity

Attribute

Level Details

Details of Hierarchy Exposures
HO131
Exposures
Exposures

SYSADMN

October 4, 2012 1:51:45 PM
SYSADMN

October 27, 2012 12:20:53 AM
SYSADMN

October 27, 2012 12:20:53 AM
REGULAR

Yes

No

Fact Sub Exposures
Account Surrogate Key

Click Mitigants, under field Pooling Basis, in the Details of Pooling Screen. The following figure, displays
the table (Fact Sub Exposures) from which Mitigant Data is identified using the Attribute, Mitigant

Surrogate Key.
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Details of Hierarchy Exposures
Name HO131
Short Description Exposures
Long Description Exposures
Comments
Created By SYSADMN
Creation Date October 4, 2012 1:51:45 PM
Last Modified By SYSADMN
Modification Date Qctober 27, 2012 12:20:53 AM
Authorized By SYSADMN
Authorization Date QOctober 27, 2012 12:20:53 AM
Type REGULAR
Bl Enabled Yes
Is Parent Child No
Entity Fact Sub Exposures
Attribute Account Surrogate Key
Level Details
Description ldentifier ‘3

21 FCT_SUB_EXPOSURES.n_acet_skey=""

22 FCT_SUB_EXPOSURES.n_acct_skey="2"

23 FCT_SUB_EXPOSURES.N_acct_skey="3"

24 FCT_SUB_EXPOSURES.n_acct_skey="4'

25 FGT_SUB_EXPOSURES.n_acct_skey="3"

£ B FCT_SUB_EXPOSURES.N_acct_skey="8"

A FCT_SUB_EXPOSURES.N_acct_skey="T"

28 FCT_SUB_EXPOSURES.n_acct_skey="8"

29 FCT_SUB_EXPOSURES.n_acct_skey="0"

210 FCT_SUB_EXPOSURES.n_acct_skey="10"

£ 11 FCT_SUB_EXPOSURES.N_acct_skey="11"

=12 FCT_SUE_EXPOSURES.n_acct_skey="12' »

Click Measure (MSR-Sub Exposures Pool 1D), under the Output field, the Details of Pooling Screen.
The following figure, displays the details of the measure in the output. The pooled categories of the
Exposure and Mitigants data are stored in the entity Fact Sub Exposures. The Exposures and Mitigants
data is pooled into set categories by the Attribute Pool Identifier.
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Details of Measure MSR - Sub Exposure Pool ID

Name 110304

Short Description MSR - Sub Exposure Pool ID
Long Description Measure for Pool ID
Comments Measure for Pool ID

Created By BASELSOL

Creation Date December 18, 2006 4:35:11 PM
Last Modified By BASELSOL

Modified Date December 18, 2006 4:35:11 PM

Authorized By
Authorized Date

Entity Fact Sub Exposures

Attribute Pool Identifier

Aggregation Type SUM

Measure Type Base Measure

Summary Condition 1=1
Optimizer

Optimizer is a Linear Programming technique that computes the least capital based on the pooling
allocation of Mitigants to Exposures. An Optimizer consists of the following Metadata:

e Data Set: A Data Set is a group of tables whose inter-relationship is defined by specifying a join condition
between the various tables.

e X Variable

e Obijective Function Co efficient
e Constraints

e Bounds

e Output

Click Non Sec Optimizer-STD under Sub Process Exposures Mitigant Optimizer appearing in the Run
Details Screen. The following figure, displays the metadata mapped to Non Sec Optimizer-STD:
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Name

Code

Created By

Creation Date

Last Modified By

Last Modification Date
Comments

Dataset

Operation Type

Exposures
Mitigants

BP - Mon Sec Objective Function Co-efficient for STD

Constraint ldentifier

0 Exposure Constraint Coefficient
Constraint Operator
Condition Walue
Constraint ldentifier
Mitigant Constraint Coefficient
1 )
Constraint

Operator

Condition Value

BP - Lower Bound for Optimizer <= X <=

BP - Upper Bound for Optimizer

Details of Optimizer Non Sec Optimizer - STD
Mon Sec Optimizer - STD
1147069858460
SYSADMN
08-MAY-2006 12:30:58 PM
SYSADMN
08-JUN-2006 04:30:12 PM
MNA
Mon Securitization Optimizer Dataset
Minimize

Objective Function X Variable

Objective Function Coefficient

Constraints

Exposures
BP - Sub Exposure Pre-Mitigant EAD Amt

BP - Sub Exposure Pre-Mitigant EAD Amt

Mitigants
BP - CEM Pre-Mitigant EAD Constraint Co-Efficient
=

BP - Sub Exposure Mitigant Amount

X Variable Bounds

No
Integer Identifier NA
Output
Pooling Required Yes
Auto Pooling Yes
Pooling Basis MSR - CRM Covered Factor
Output MSR - CRM Covered Factor

Integer Identifier

To view further details on the Dataset, like the Selected Entities used in the Data Set and the Join
Condition, as shown in the following figure, click Optimizer Data set.
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Name

Short DeEcription
Long Description
Comments
Created By
Creation Date
Last Modified By
Meodification Date
Authorized By
Authorization Date

Selected Entities

Join Condition

ANSI Join

Date Filter

Order By

Details of Dataset Non Securitization Optimizer Dataset
DS0023
Mon Secuntization Optimizer Dataset
Mon Securitization Optimizer Dataset

SYSADMN
October 16, 2012 1:17:36 PM
SYSADMN

October 27, 2012 3:53:39 PM
SYSADMN
Qetfiper 27, 2012 3:53:40 F

Party Dimension
Fact Sub Exposures
Date Dimension

Run Dimension
Mitigant Dimension
Standard Mitigant Type Dimension
Eun Identifier

Basel Product Types Dimension
Generally Accepted Accounting Principly
Country Dimension
Basel Asset Class
Ny Parameters

FCT_SUB_EXPOSURES INNER JOIN DIM_DATES ON FCT_SUB_EXPOSURES.n_mis_date_skey = DIV_DATES.n_date_skey LEFT
OUTER JOIN DIM_RUN ON FCT_SUB_EXPOSURES.n_run_skey = DIM_RUN.n_run_skey LEFT OUTER JOIN DIM_MITIGANT ON
FCT_SUB_EXPOSURES.n_mitigant_skey = DIM_MITIGANT.n_mitigant_skey LEFT OUTER JOIN DIM_STD_MITIGANT_TYPE ON
FCT_SUB_EXPOSURES.n_std_mitigant_type_skey = DIM_STD_MITIGANT_TYPE.n_std_mitigant_type_skey LEFT OUTER. JOIN
DIM_PARTY ON FCT_SUB_EXPOSURES.n_issuer_skey = DIM_PARTY.n_Party_Skey LEFT OUTER JOIN
DIM_BASEL_PRODUCT_TYPE ON FCT_SUB_EXPOSURES.n_basel_prod_type_skey =
DIM_BASEL_PRODUCT_TYPE.n_basel_prod_type_skey LEFT OUTER JOIN DIM_GAAP OM FCT_SUB_EXPOSURES.n_gaap_skey =
DIM_GAAP.n_gaap_skey LEFT OUTER JOIN DIM_COUNTRY ON FCT_SUB_EXPOSURES.n_country_skey =

DIM_COUNTRY .n_country_skey LEFT OUTER JOIN DIM_BASEL_ASSET_CLASS ON
FCT_SUB_EXPOSURES.n_basel_asset_class_skey = DIM_BASEL_ASSET_CLASS n_basel_asset_class_skey LEFT OUTER JOIN
RUN_PARAMETERS ON FCT_SUB_EXPOSURES.n_run_parameter_setup_skey = RUN_PARAMETERS.n_run_parameter_setup_skey
LEFT OUTER JOIM DIM_RUN_IDENTIFIER. ON DIM_RUN_IDENTIFIER.n_run_identifier_skey =

FCT_SUB_EXPOSURES. n_run_identifier_skey

DIM_DATES.D_CALENDAR_DATE=SMISDATE AND DIM_RUN.n_run_skey = SRUNSK AND
FCT_SUB_EXPOSURES.V_EXPOSURE_TYPE = NON-SEC" AND ((1- COALESCE(n_volatility_haircut.0) - COALESCE
(n_forex_haircut,0) ) * COALESCE(n_maturity_mismatch_haircut,1)) = 0

The X Variable function for Exposures identifies the Exposures data from the Entity Fact Sub Exposures
using the Attribute Account Surrogate Key. The X Variable function for Mitigants identifies the Mitigants
data from the Entity Fact Sub Exposures using the Attribute Mitigant Surrogate Key. Click Exposures
or Mitigants to view details of the same.

Objective Function X Variable

Exposures
Mitigants

There are two Constraints detailed in this Optimizer as follows:

e Exposure Constraint: ensures that the Sum of all the Sub exposures is equal to one.
e Mitigant Constraint: ensures that the total Mitigant amount used is less than or equal to total amount of
Mitigant available. All Mitigant Haircuts are applied in this Constraint.
To view the measures used you can click the Business Processor (BP) shown in the following figure:
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Constraints
Constraint Identifier Exposures
0 Expgsure Constraint Coefficient BF - Sub Exposure Pre-Mitigant EAD Amit
Constraint Operator —
Condition Value BP - Sub Exposure Pre-Mitigant EAD Amt
Constraint Identifier Mitigants
1 Mitigant_ Constraint Coefficient BF - Sub Exposure Pre-Mitigant EAD Constraint Co-Efficient
Constraint Operator o=
Condition Value BP - Sub Exposure Mitigant Amount

The X Variable Bounds defines the Lower and Upper bound of the covered factor to be between 0 and 1,
shown in the following figure. Click the BP to view the measures mapped to the BP.

X Variable Bounds
BP - Lower Bound for Optimizer <= X <= BP - Upper Bound for Optimizer

The Output calculates and stores the percentage of exposure amount covered by a Mitigant. Click the
Measure (MSR) to see the Entity wherein data is stored and the description of the Attribute.

e Output
F‘o%g Required Yas
Auto Pooling fes
Fooling Basis MSR - CRM Covergd Factor
Cutput MSR - CEM Covered Facior

2.3.4 Business Metadata Management

Business Metadata consists of business names, descriptions for columns, tables and groupings, query and
report definition, join-specification tool settings, and security definitions. Business Metadata Management
(BMM) within the Infrastructure system facilitates business analysts with the catalog of data present in the
data warehouse along with their business definitions. Business Metadata Management consists of the
following components which is essential for Basel computation:

o Aliases

o Data Sets

e Business Measures

e Business Hierarchies
e Business Processor
e Derived Entities

Aliases

Alias refers to an assumed name or pseudonym. Aliases section within the Infrastructure system facilitates
you to define an Alias for a table and specify the join condition between fact and dimension table. Aliases
defined to a table help you to query data for varied analytical requirements.
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Financial Services Analytical Applications Infrastructure

ORACLE
Alias L2 |
Alias
# Search and Filter =
Entity
Authorized
| # Available Entities 1-10/278
(=]
D C
F ESS_DETALS
F c ALUECODE_MAPPING
F ¢ OUNT
F ¢ ERSION_FACTORS
O « TR
[ DIM_ADJUSTMENT_FACTOR
[] DIM_BANK_BASE_ROLE
[] DM_BANK_CAP_CONSL_APPR
| & Aliases | 5 144
gk, | [7]| Alias
[ cecm_1

You (Business Analysts) need to have SYSBAU, Oracle Cube Administrator (ORACUB), and View Alias
function roles mapped to access Aliases section in the BMM framework. You can access Aliases by
expanding BMM section within the tree structure of LHS menu. The Alias screen displays the options to
create, view, edit, copy, and delete Aliases for a selected entity. You can make use of Search and Filter
option to search for specific Aliases based on entity name or authorized status.

Add Alias

To create an Alias from the Alias screen:

1. Select an entity from the Available Entities list for which you need to create an Alias. The
Aliases grid displays the available aliases for the selected entity.

2. Click icon in the Aliases grid. The Add Alias screen is displayed.

©

Add Alias

% Alias Details

Entity

Alias Name *

User Info User Comments
A User Info
Created By
Last Modified By

Authorized By

Alias = Alias Definition (Add mode)

CEGM

Save ‘ Cani ci |

Creation Date
Modification Date

Authorization Date

The Alias Details grid in the Add Alias screen displays the entity name you have selected in a non-

editable field.
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3. Enter the Alias name you wish to provide for the selected entity in the Alias Name field.
4. Click Save. The Alias name is listed under the Aliases grid for the selected entity.

The User Info section at the bottom of Add Alias screen displays metadata information about the Alias
Name created. The User Comments section facilitates you to add or update additional information as
comments.

You can view individual Alias definition details at any given point. To view the existing Alias definition in

the Alias screen, select the required Alias and click the icon. The View Alias screen displays the details
of the selected Alias definition. The User Info grid at the bottom of the screen displays the metadata
information about the Alias definition along with the option to add comments.

You can remove Aliases which are assigned for an entity by clicking @ icon.

Data Sets

Data Set refers to a group of tables whose inter-relationship is defined by specifying a join condition
between the various tables. It is a basic building block to create a query and execute on a data warehouse
for a large number of functions and to generate reports.

Data Set function within the Infrastructure system facilitates you to create data sets for a cube and specify
rules that fine-tune the information for querying, reporting, and analysis. Data Sets enhances query time by
pre-defining the names of tables required for an operation (such as aggregation), and also provides the
ability to optimize the execution of multiple queries on the same table set. Refer to Scenario to understand
the Data Set functionality. You (Business Analysts) need to have DATVIW function role mapped to access
Data Set section in the BMM framework. You can access Data Sets by expanding BMM section within the
tree structure of LHS menu.

ORACLE ' Financial Services Analytical Applications Infrastructure User: stuser
= | About Last Login Date: 03 08:24:15 &M Last Failed Login Date: 9"anEdHHF'&'TI:IF""" = St
Data Sets (2]
Data Sets
% Search and Filter [7a3
Code Short Description
Authorized
% Data Seis | 5 1-10/129
o |[]| Code & Short Description Long Description
D DS0001 Non Securitisation Exposure Nen Securitisation Exposure
D DS0001_C DS0001_C_Nen Securitisation Exposure _Non Securttization Exposure
D Ds0002 Exposure Mitigant Dataset Exposure Mitigant Datazet
D DS0003 Securitization Exposures Dataset Securitisation Exposures Dataset
D DS0004 Nettable Pool Dataset Nettable Pool Dataset
D DS0005 Mitigant Dataset Mitigant Dataset
D DS0006 Equity Exposure Dataset Equity Exposure Dataset
D Ds0007 Rating Details Dataset Rating Details Dataset
D DS0008 Securitized Pool Dataset Securitized Pool Dataset
D DS0009 Securitization Exposures RWA Securitisation Exposures RWA

The Data Sets screen displays the list of pre-defined Data Sets with their code and description. You can
add, view, edit, copy, and delete the required Data Set. You can also make use of Search and Pagination
options to search for a specific dataset based on the code, description, and Authorization status or view the
list of existing datasets within the system.

Create Data Set

You can create Data Set by defining the Data Set Details, Entities, and Data Set Definition. You need to
have DATADD function role mapped to create Data Sets. To create Data Set in the Data Sets screen:
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1. Click icon from the Data Sets tool bar. The Add icon is disabled if you have selected
a Data Set checkbox in the grid. The Add Data Sets screen is displayed.

Add Data Sets 2
# Data Set Details
Code Ds0001
Shert Description MNen Securitization Expesure
e i Nen Sezcuritization Exposure Data set
Leng Description
I - &l {-44

Data Set Definition

ANSI Join WF_STAGE_DETAILS N_STAGE_MAHNDATORY_IND=INSTR{STRING STRING, INT,INT) —
HS1 Joi

JeinfFitter Condition

|| (]

Date Filter s
Order By Leee )
T —
| save | | cancel
User Info User Comments
# User Info
Created By Creation Date
Last WModified By Modification Date
Authorized By Authorization Date

2. Enter the details in the Data Set Details section as tabulated.

Field Description

Fields marked in red asterisk (*) are mandatory.

Enter a distinct code to identify the Data Set. Ensure that the code is alphanumeric with a

maximum of 8 characters in length and there are no special characters except underscore

Note the following:
= The code can be indicative of the type of Data Set being created.

Code = A pre-defined Code and Short Description cannot be changed.

= Same Code or Short Description cannot be used for Esshase installation:
"$$SUNIVERSES$$S", "#MISSING”, "#MI”, "CALC”, "DIM”, "ALL”, "FIX”,
"ENDFIX", "HISTORY”, "YEAR”, "SEASON", "PERIOD”, "QUARTER”,
"MONTH”, "WEEK”, "DAY".

= In Unauthorized state, the users having Authorize Rights can view all the

unauthorized Metadata.
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Field Description

Enter a Short Description based on the defined code. Ensure that the description is of a
Short Description maximum of 8 characters in length and does not contain any special characters except

underscore “_".

Enter the Long Description if you are creating subject-oriented Data Set to help users for

Long Description whom the Data Set is being created or other details about the type/subject. Ensure that the

description is of a maximum of 100 characters in length.

3. Select the Entities by doing the following:
0 Click Select icon from the Entities tool bar.
0 The Entity and Attribute screen is displayed.

0 Select the checkbox adjacent to the required fact table(s)/entities from the Available

Entities list and click button. You can select multiple dimension tables and link
each other and with a join condition. You can also Search for the required entity using
the Search field. The selected Entities are displayed in the Selected Entities grid. To

delete a selected entity, select the Entity checkbox and click icon.
0 Click Save. The details are populated in the Add Data set screen.

4. Specify the required table-join condition in the Data Set Definition grid as tabulated.

Field Description

The ANSI Join condition defines which set of data have been joined along with the type of
ANSI Join join condition. It also describes the exact operations to be performed while joining the

Data Sets. In ANSI join, the join logic is clearly separated from the filtering criteria.

The Join/Filter Condition facilitates the objective of creating Data Sets. Data Sets with
linked tables using the join conditions help in reducing the query time. There are two ways

of defining the join condition:

= JOIN condition for SQL Server/SQL OLAP combination should contain only EQUI
JOIN condition as required by SQL OLAP.

Join/Filter Condition

= In case of SQL Server/Essbase and Oracle/Essbase, data set must be defined. Multiple
cubes can be built with a single pass and the underlying data set definition should be

the same for all the cubes mapped which reduces the aggregation time considerably.

The Date Filter condition enables you to cascade the cubes that are using the data set with

Date Filter

the defined Date Filter.

The Order By condition enables you to sort the dimension data in order. The order of the
Order By Dimension nodes will be maintained only for Business Intelligence enabled hierarchies.

The Order By condition is specific to the Esshase database.
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5. Enter the required expression or click E] icon to define an expression using the
Expression screen.

6. Click Save and save the Data Set Definition details.

You can view individual Data Set details at any given point by clicking the icon. The View Data Sets
screen displays the details of the selected Data Set definition. The User Info grid at the bottom of the screen
displays the metadata information about the Data Set definition created along with the option to add
comments.

You can update the existing Data Set definition details except for the Code and Short Description by
clicking the @ icon. You need to have DATMOD function role mapped to modify the Data Sets.

- . . o = .
You can copy the existing Data Set details to quickly create a new Data Set by clicking the icon. You
can later modify the Data Set Code or Short Description, add/remove tables, and also define the join
conditions. You need to have DATADD function role mapped to copy the Data Set definitions.

You can remove the Data Set definition(s) which are created by you and which are no longer required in

the system by deleting from the Data Sets screen by clicking the icon. You need to have DATDEL
function role mapped to delete a Data Set. Delete function permanently removes the Data set details from
the database. Ensure that you have verified the details as indicated below:

e A Data Set definition marked for deletion is not accessible for other users.
. Every delete action has to be Authorized/Rejected by the authorizer.
On Authorization, the Data Set details are removed.
On Rejection, the Data Set details are reverted back to authorized state.
e  You cannot update Data Set details before authorizing/rejecting the deletion.

° An un-authorized Data Set definition can be deleted.

Business Measures

Business Measure refers to a uniquely named data element of relevance which can be used to define views
within the data warehouse. It typically implies aggregated information as opposed to information at a
detailed granular level that is available before adequate transformations.

Business Measure function within the Infrastructure system facilitates you to create measures based on the
area of analysis. While creating a measure, you can choose the aggregation type and apply business
exclusion rules based on your query/area of analysis. Business Measures can be stored as Base and
Computed measures and can also be reused in defining other multi dimensional stores and query data using
the various modules of Oracle Analytical Application Infrastructure. You (Business Analysts) need to have
MSRVIW mapped to view Business Measure section in the BMM framework and MSRADD, MSRMOD,
and MSRDEL to add, update and delete Business Measures.
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Business Measures (2] |
Business Measures
# Search and Filter [E=)
Code Shert Description
Authorized
% Business Measures | ] = 1-10/973
£ D Code & Short Description Long Description Aggregation Function| Entity Aftribute
O wooot MSR - Non Sec Quistanding Principal Measure for Outstanding Principal SUM FCT_NON_SEC_EXPOSURES n_outstanding_principal
[ moouicre S:;';‘f‘ Exposure Pre Canversion S:;'Ef‘ Exposure Pre Conversion gy, W_CRP_SA_CR_NON_SEC_REP ORIG_EXP_PRE_CONV_FACTORS
D MODO2CRP of u.-_mc_n Ariging from Counterparty  Of n_mc_n Arising frem Counterparty suM VW N_SEC_AEP OF_ARISING_COUNTERPARTY_CR
te and Provisions
[] mooozcre SUM WW_CRP_SA_CR_NON_SEC_REP VALUE_OF_ADJ_PROV_ORIG_EXP
D MOO04CRP Guarantees Guarantees suM CR_MNON_SEC_REP GUARANTEES
D Mooas MSR - Nen Sec Add On Percent Measure for Add On Percent suM ._EXPOSURES n_addon_percent
D MOOOSCRP Credit Derivatives Credit Derivatives SUM CR_MON_SEC_REP CREDM_DERNATIVES
D M0oo0s MSR - Nen Sec Notional Principal Measure for Notional Principal SuM ._EXPOSURES n_netienal_principal
D MOOOGCRP Financial collateral simple method Financial collateral simple method SumM VW_CRP_SA_CR_MNON_SEC_REP FIN_COLL_SIMPLE_WETHOD
SR - Sec Currel sure Measure for Currer Sure - -
[ wooor  MSR-MNon Sec Cument Bxposure - Measure for Current Exposur UM FCT_NON_SEC_EXPOSURES n_exposure_amount
Amount Amount

The Business Measures screen displays the list of pre-defined Business Measures with their Code, Short
Description, Long Description, Aggregation Function, Entity, and Attribute. You can add, view, edit, copy,
and delete the required Business Measures. You can also make use of Search and Pagination options to
search for a specific Business Measure based on the Code, Short Description, and Authorization status or
view the list of existing Business Measures within the system.

Create Business Measure

You can create a Business Measure by specifying the Business Measure Details and defining the Business
Measure Definition. To create a measure in the Business Measures screen:

1. Click icon from the Business Measures tool bar. The Add Business Measures screen
is displayed.
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/= Add Business Measure - Windows Internet Explorer

Add Business Measures @ |
33 Wea Aad)
# Business Measure Details
Code BMM18TES
Short Description Business Measure BMM18765

L Business Measure Details for BMM19765
Long Description

# Business Measure Definition
‘Aggregation Function \ HNone v“ Data Type

Rell up

Entity BENCHMARK_RATES-Benchmark Rates fj
Attribute fic_mis_date-Extraction Date

Bl Ess CihsinE BENCHMARK_RATES.v_ccy_code=ABS(NUMBER

BENCHMARK_RATES. fic_mis_date=5Y SDATE(VOID)

[

Fiter Expression

Save Cancel

Userinfo User Comments

# User Info

Created By Creation Date
Last Modified By Modification Date
Authorized By Authorization Date

2. Enter the details in the Business Measure Details section as tabulated.

Field Description

Fields marked in red asterisk (*) are mandatory.

Enter a distinct code to identify the Measure. Ensure that the code is alphanumeric with a

maximum of 8 characters in length and there are no special characters except underscore

Note the following:
= The code can be indicative of the type of Measure being created.

Code = A pre-defined Code and Short Description cannot be changed.

= Same Code or Short Description cannot be used for Essbase installation:
"$$SSUNIVERSES$$$", "#MISSING”, "#MI”, "CALC”, "DIM”, "ALL", "FIX”,
"ENDFIX", "HISTORY”, "YEAR”, "SEASON", "PERIOD”, "QUARTER”,
"MONTH”, "WEEK?”, "DAY".

= In Unauthorized state, the users having Authorize Rights can view all the

unauthorized Metadata.
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Field Description

Enter a Short Description based on the defined code. Ensure that the description is of a
Short Description maximum of 8 characters in length and does not contain any special characters except

underscore “_".

Enter the Long Description if you are creating subject-oriented Measure to help users for

Long Description whom the Measure is being created or other details about the type/subject. Ensure that the

description is of a maximum of 100 characters in length.

Enter the details in the Business Measure Definition section.

4. Select the required Aggregation Function from the drop down list. The list consists of
various metrics based on which a Measure can be aggregated. The available aggregation
functions are as tabulated.

Aggregator Description

SUM Adds the actual value of attribute or data element to get the measure value.

Counts the records for the data element to get the measure value or counts the number of

COUNT
occurrences
MAXIMUM This function acquires the maximum of the data element to get the measure value.
MINIMUM This function obtains the minimum of the data element to get the measure value.
This function is different from a simple count aggregation function. The peculiarity of
these measures is that they are linked to the dimensions and they vary across the
COUNT DISTINCT hierarchies of these dimensions. In a Count Distinct aggregation function a simple roll

cannot determine the values at the intermediate nodes in the hierarchies up of their leaf

level values.

0 Based on the selected Aggregation Function the Data Type is auto populated.

o0 Selecting Roll Up checkbox calculates the measure values and displays the nodes at
the total level. By default, the checkbox is selected if the Aggregation Type is
Maximum, Minimum, Count, or Sum. Roll Up option, when selected with Percentage
Measures results in wrong values at intermediate/total levels.

5. Select the Entity to load the data for the Measure. Click the icon, The Entity and
Attribute screen is displayed.

0 Select the checkbox adjacent to the required Entities from the Available Entities list.
The corresponding attributes are displayed in the Available Attributes list. Select the
checkbox adjacent to the required Attribute.

NOTE: The Entity list is dependent on the imported Data Model.

You can also search for an Entity using the Search option.
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0 Click Save. The selected Entity and Attributes are displayed in the Entity field of the
Add Business Measures screen.

6. Define the Business Exclusions rules for the base Measure. You can enter the expression
or click the icon to define using the Expression screen.

7. Define Filter Expression to filter the aggregation process. You can enter the expression
or click icon to define using the Expression screen.

8. Click Save and save the Business Measure details.

You can view individual Business Measure at any given point by clicking the icon. The View Business
Measures screen displays the details of the selected Business Measure definition. The User Info grid at the
bottom of the screen displays the metadata information about the Business Measure created along with the
option to add comments.

You can update the existing Business Measure definition details except for the Code and Short Description
by clicking the @ icon.
You can copy the existing Business Measure details to quickly create a new Business Measure by clicking

the icon. You can later modify the Code or Short Description, add/remove Entities and Attributes, and

also define the join/filter conditions. You need to have Add Business Measure function role mapped to
copy the Business Measure definitions.

You can remove the Business Measure definition(s) which are created by you and which are no longer

required in the system by deleting from the Business Measures screen, by clicking the icon. You need
to have Delete Measures function role mapped to delete a Business Measure. Delete function permanently
removes the Business Measure details from the database. Ensure that you have verified the details as
indicated below:

e A Business Measure definition marked for deletion is not accessible for other users.
. Every delete action has to be Authorized/Rejected by the authorizer.
On Authorization, the Business Measure details are removed.
On Rejection, the Business Measure details are reverted back to authorized state.
e  You cannot update Business Measure details before authorizing/rejecting the deletion.

° An un-authorized Business Measure definition can be deleted.

Business Hierarchy

Business Hierarchy refers to Organizing Data into logical tree structure to represent the groups and
relations among various levels at which measure can be viewed. A measure can be viewed at different
levels depending upon the hierarchy breakdown of the dimension category.

For example, consider the following structure.
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Number of Customer
(Measure)
Income Group
(Dimension)

1 1

> 100,000 USD >50,000 USD
(Hierarchy) < 100,000 USD
(Hierarchy)
Age Group Age Group

(Parent Level) (Parent Level)

b 60 yrs <70 yrs (Child Level)

e =50 y15 <60 yrs (Child Level)

>30 yrs <50 yrs {Child Level)

You can view the Number of Customers (Measure) across Income Group (Dimension), which is further
broken down by different age groups (Hierarchy). While number of customers is a metric, it is useful when
viewed based on some categorization such as customer income profile or customers having an annual
income of over USD 100,000 per annum, to provide better quality of information.

You (Business Analysts) need to have SYSBAU, Oracle Cube Administrator (ORACUB), and View
Hierarchy function role mapped to access Business Hierarchy section in the BMM framework. You can
access Business Hierarchy by expanding BMM section within the tree structure of LHS menu.

ff OFSAA Infrastructure - Windows Internet Explorer

Financial Services Analytical Applications Infrastructure

Logout Last Login Date: Last Failed Login D ate:
Business Hierarchy L |
Business Hierarchy
# Search and Filter =

Code Short Description
Hierarchy Type \ v Hierarchy Subtype
Authorized
% Business Hierarchy | = 1-10 /326
st D Code 4 Short Description Long Description Hierarchy Type| Hierarchy Sub Type| Entity Aftribute
D BANDS bands bands REGULAR BlEnabled DIKM_BANDS n_band_code
[] DER_HR1 DER_HR1_sd DER_HR1_ld REGULAR Bl Enabled DER_RRF COMMON_COA_ID
D HOO0O1 Product Type Product Type REGULAR BlEnabled DIM_PRODUCT v_prod_code
D Hooo2 Customer Type Customer Type REGULAR BlEnabled DIM_CUSTOMER_TYPE v_d_cust_type
sttled T , =ttled T . A SINESS_DAYS
D HOOB2CRP :Ir:;trt;t ransaction Days ::‘Lsr;trté_h:l' ransaction Days REGULAR Nen-Bl AW CRP_CR_TB_SETT REP N_FAILED_BUSINESS_DAYS
[0 Hoooz Collateral Type Collateral Type REGULAR BlEnabled DIM_COLLATERAL_TYPE v_colateral_type_code
I:‘ HooO04 Collateral lssuer Type Collateral lssuer Type REGULAR BlEnabled DIM_ISSUER_TY'PE v_issuer_type_code
[] HOOO4CRP Hierarchy MKR SA EQU Hierarchy MKR SA EQU REGULAR Non-BI WW_CRP_MKR_SA_EQU_REP LEVELD
[ HOCOSCRP Hisrarchy MKR 34 COM Hierarchy MKR SA COM REGULAR Non-BI VVW_CRP_MKR_SA_COM_REP ALL POS_LONG
D Hooo8 Basel Il Product Type Basel ll Product Type REGULAR BlEnabled DIM_BASEL_PRODUCT_TYPE v_base_prod_type_code

The Business Hierarchy screen displays the list of pre-defined Business Hierarchies with their Code, Short
Description, Long Description, Hierarchy Type, Hierarchy Sub Type, Entity, and Attribute. You can create
Business Hierarchies for measure(s), and view, edit, copy, or delete the required Business Hierarchies.

You can also make use of Search and Pagination options to search for a specific Business Hierarchy based
on the Code, Short Description, Hierarchy Type, Hierarchy Sub Type, and Authorization status, or view the
list of existing Business Hierarchies within the system
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You can create a Business Hierarchy by specifying the Hierarchy definition details and defining the
required Hierarchies. To create a Business Hierarchy in the Business Hierarchy screen:

1. Click icon from the Business Hierarchy toolbar. The Add Business Hierarchy screen
is displayed.

{= &dd Business Hierarchy - Windows Internet Explorer

ess Hierarchy Definttion (Add

Business Hierarchy »
# Business Hierarchy Details

Code CNTHYA1
Short Description Country Hier 1

Long Description R

Hierarchy Definition

|recuier
Total Required
Entity
Attribute

4 Business Hierarchy

[ Level

=]
O LEVELD
Userinfo | User Comments

= User Info
Created By
Last Modified By

Authorized By

FSI_D_CASA-Checking and Savings Account

ACCOUNT_AGE_MULT_C-Account Age Muttiplier

Add Business Hierarchy

v Hisrarchy Subtype L teligence Enabled &

List |
[ 2

Level Description

Short Description Level ldentifier

= CCOUNT_NUNBER=AE

FSL_D_CASA ACCOUNT_CLOSE_DATE=ADD_MONTHS(DATE,NUMBER]

Hierarchy LVL1

Creation Date
Modification Date

Authorization Date

2. Enter the details in Business Hierarchy Details section as tabulated.

Field Description
Enter a distinct code to identify the Hierarchy. Ensure that the code is alphanumeric with a
maximum of 8 characters in length and there are no special characters except underscore
Note the following:
= The code can be indicative of the type of Hierarchy being created.

Code = A pre-defined Code and Short Description cannot be changed.

= Same Code or Short Description cannot be used for Esshase installation:
"$$SUNIVERSES$$S", "#MISSING”, "#MI”, "CALC”, "DIM”, "ALL”, "FIX”,
"ENDFIX", "HISTORY”, "YEAR”, "SEASON", "PERIOD”, "QUARTER”,

"MONTH”, "WEEK?”, "DAY".

= In Unauthorized state, the users having Authorize Rights can view all the

unauthorized Metadata.
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Field Description

Enter a Short Description based on the defined code. Ensure that the description is of a
Short Description maximum of 8 characters in length and does not contain any special characters except

underscore “_".

Enter the Long Description if you are creating subject-oriented Hierarchy to help users for

Long Description whom the Hierarchy is being created or other details about the type/subject. Ensure that

description is of a maximum of 100 characters in length.

3. In the Business Hierarchy Definition section, select the Hierarchy Type from the drop
down list.

NOTE: Hierarchy Type is the basic differentiator and based on your selection, the other
options to define the Business Hierarchy are available.

You can select the following Hierarchy Type/Sub-Type. Click the links to navigate to the
respective sections and define the required Hierarchy.

Hierarchy Type Description / Hierarchy Sub Type

In a Regular Hierarchy Type, you can define the following Hierarchy Sub Types:
= Non Business Intelligence Enabled

In a non Business Intelligence Enabled Hierarchy, you need to manually add the

required levels. The levels defined will form the Hierarchy.
= Business Intelligence Enabled

You can Enable Business Intelligence hierarchy when you are not sure of the
Hierarchy structure leaf values or the information is volatile and also when the
Hierarchy structure can be directly selected from RDBMS columns. The system will

automatically detect the values based on the actual data.

In a Bl enabled Hierarchy, you will be prompted to specify if a Total node is required
Regular
g (not mandatory) and system auto-detects the values based on actual data. For example,
you can define three levels in Bl Enabled hierarchies like, Region (1), State (2), and

Place (3). The auto generated Hierarchies are:

Region (1) State (2) Place (3)

South Tamil Nadu Madras
Karnataka Bangalore
Andhra Pradesh Hyderabad

North Punjab Chandigarh

= Parent Child
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Hierarchy Type Description / Hierarchy Sub Type

This option can be selected to define a Parent Child Type hierarchy.

A Measure Hierarchy consists of the defined measure as nodes and has only the Non
Measure
Business Intelligence Enabled as Hierarchy Sub Type.

A Time Hierarchy consists of the levels/nodes of high time granularity and has only the
Time

Business Intelligence Enabled as Hierarchy Sub Type.

NOTE: When the defined Hierarchy consists of more than 100 leaf levels, the system treats it
as a Large Hierarchy in order to provide efficient and optimized hierarchy handling.
For more information on modify the default value, refer Large Hierarchy.

Once you have populated the required details in Business Hierarchy Definition and Hierarchy
details section, save the details.

4. Click Save in Add Business Hierarchy screen and save the details.

You can view individual Business Hierarchy at any given point by clicking the icon. The View
Business Hierarchy screen displays the details of the selected Business Hierarchy definition. The User Info
grid at the bottom of the screen displays metadata information about Business Hierarchy created along with
the option to add comments.

You can update the existing Business Hierarchy definition details except for the Code, Short Description,

and Hierarchy Type/Sub-Type, by clicking the icon. You need to have Modify Hierarchy function role
mapped to modify the Business Hierarchy definitions.

You can copy the existing Business Hierarchy details to quickly create a new Business Hierarchy, by

clicking the icon. You need to have Add Hierarchy function role mapped to copy the Business
Hierarchy definitions.

You can remove the Business Hierarchy definition(s) which are created by you and which are no longer

required in the system by deleting from the Business Hierarchy screen, by clicking the icon. You need
to have Delete Hierarchy function role mapped to delete a Business Hierarchy. Delete function permanently
removes the Business Hierarchy details from the database. Ensure that you have verified the details as
indicated below:

e A Business Hierarchy definition marked for deletion is not accessible for other users.
. Every delete action has to be Authorized/Rejected by the authorizer.
On Authorization, the Business Hierarchy details are removed.
On Rejection, the Business Hierarchy details are reverted back to authorized state.
e You cannot update Business Hierarchy details before authorizing/rejecting the deletion.

e Anun-authorized Business Hierarchy definition can be deleted.

Business Processor

Business Processor refers to a uniquely named data element of relevance which can be used to define views
within the data warehouse. It typically implies aggregated information as opposed to information at a
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detailed granular level that is available before adequate transformations.

A Business Processor encapsulates business logic for assigning a value to a measure as a function of
observed values for other measures. Business Processors are required Measurements that require complex
transformations that entail transforming data based on a function of available base measures. Measurements
that require complex transformations that entail transforming data based on a function of available base
measures require Business Processors. A supervisory requirement necessitates the definition of such
complex transformations with available metadata constructs.

Business Processors are metadata constructs that are used in the definition of such complex rules. Business
Processors are designed to update a measure with another computed value. When a rule that is defined with
a Business Processor is processed, the newly computed value is updated on the defined target.

/= OFSAA Infrastructure - Windows Internet Explorer,

Financial Services Analytical Applications Infrastructure

ast Faied Login Date: 12 10.04.45.40 Connected LA
Business Processor () |
Business Processor
# Search and Filter =
Code Short Description
Authorized
& Business Processor | = 11-20/30
=l D Code & Shert Description Long Description Dataset Measure
BPOOZ BP123111 BP1_place_bp+place BPDS_FCT_APP a8,
_place_bp+pl _FCT_ )
D BPOD4 BPO04123 BPO04123rrrew rw W TITITVW euriorioriorio aaj
[0 &M BP122 BP1 aaj
[ BPCHAR BPCHAR_ISSUE BPCHAR_ISSUE AMAZ1_SD
ANORJNAL-
S5 S5 55 ASISS
D BPISSUE1 BPISSUE1 BPISSUE1 FCT APP_NORMALIN ALS MASISSUE
ANORINAL-
sU3 sU3 S03 ASSUA
[ sPisuz BRISU2 BPISU2 o . NORMALIN_ALS MASSUZ
ANORJNAL-
512 512 U2 ASSU2
O spsuz BPSU2 BPSUZ FOT 4PP NORUALN als  MASEUZ
[ BPUNTH BPUNTH BPUNTH T_APP FILTCOND1
- N ~ ANORINAL- .
[0 sr_nonHC 8P_non_numeric_col 8P_non_numeric_col FOT AR NORMALIN ALS Al
. ANORJNAL-
0 o DEPNDEY 53 PEPNDEY | FCT_APP_NORMALIN_ALS

The Business Processor screen displays the list of pre-defined Business Processors with their Code, Short
Description, Long Description, Dataset, and Measure. The Business Processor screen allows you to
generate values that are functions of base measure values. Using the metadata abstraction of a business
processor, power users have the ability to design rule-based transformation to the underlying data within
the data warehouse / store. You can make use of Search and Filter option to search for specific Business
Processors based on Code, Short Description, or Authorized status. The Pagination option helps you to
manage the view of existing Business Processors within the system.

Create Business Processor

To create a Business Processor from the Business Processor screen:

1. Click icon. The Add Business Processor screen is displayed.
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= Add Business Processor - Windows Internet Explorer

It is recommended that you define a code that is descriptive or indicative of the type of

Business Processor being created. This will help in identifying it while creating rules.

Note the following:

Add Business Processor l_,g[7|
# Business Processor Details
Code BP_1254
Short Description BP created for Product 1254
sy Dcsicafgilons The Business processor created for Product 1254
# Business Processor Definition
Dataset | 4502 Inner join v‘
Measure | rrELEN v
[RHELBM]=ABS(NUMBER)
Expression |:]
Expression has Aggregate
Function a
Paramelers ‘ | Save | | Cancel |
Userinfo User Comments

A L!isr Info

Created By Creation Date

Last Modified By Modification Date

Authorized By Authorization Date

2. Enter the details as tabulated:
Field Description
Code While creating a new Business Processor, you need to define a distinct identifier/Code.

It is mandatory to enter a Code.

The Code should be minimum eight characters in length; it can be alphabetical,
numerical (only 0-9) or alphanumerical characters.

The Code should start with an Alphabet.

The Code cannot contain special characters with the exception of the underscore
symbol ().

The saved Code or Short Description cannot be changed.
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Field Description

Short Description Short description is useful in understanding the content of the Business Processor you

are creating. It would help to enter a description based on the code.
Note the following:
= |tis mandatory to enter a Short Description.

= The Short Description should be of minimum one character and maximum of 80

characters in length.
= Only Alphanumeric, non-English, and Special characters such as “<blank space>",
o ugn wgw wgpn wgn wsm owyn e & n and w0 are permitted to be entered in

the Short Description field.

Long Description The long description gives an in-depth understanding of the Business process you are

creating. It would help you to enter a Long Description based on the code.

The Long Description should be of minimum one character and maximum 100

characters in length.

Data Set Select the Data Set from the drop-down list. The list of available Data Sets for the

selected Information Domain will appear in the drop-down.

The Short Description of the Data Sets as entered in the Data Sets screen under

Business Metadata Management will be reflected in the dropdown.

Measure Select the Measure from the drop-down list. All base measures that are defined on any

of the tables present in the selected Data Set will appear in the drop-down.

If the underlying measure is deleted after the Business Processor definition, then the

corresponding Business Processor definition will automatically be invalidated.

Expression Click icon. The Expression screen is displayed.

The placeholder option enables the user to provide values for the constants in the
expression. The user can specify values to the business processor expression during the
run time rather than at definition time through the place holders defined while
specifying the expression. The user can specify the expression in the “Expression”

field.
Note the following:
= The values for the placeholders can be alphanumeric.

= The process of specifying place holders enables the user to execute the same

business processor definition with different values during the run time.
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Field Description

Expression has Aggregate Function The expression may require an aggregation function depending on the business logic.
The aggregation functions have to be entered in the expression field per acceptable
syntax. IF an aggregation function is used in the expressions, the checkbox
“Expression has Aggregate Function” must be enabled. Leave the checkbox
“Expression has Aggregate Function” blank if your expression does not contain an

aggregation function.

You can also:

Click icon in the Business Processor Definition grid to refresh the entries.

Click Parameters button to specify default values for any of the placeholders defined.

The Business Processor Expression Parameters dialog is displayed.

(f Business Processor Expression Parameters - Wi.

Place Holder Default WValue

1 datavalue 12

| Save | | Cancel |

3. Enter a default value for the place holders defined along with the expression in the
Default Value box.

4. Click Save to save the default value for a Place Holder. The User Info grid at the bottom
of the screen displays the metadata information about the Business Processor definition
created along with the option to add comments.

5. Click Save. The Business Processor is saved and listed in the Business Processor screen
after validating the entries.

You can view individual Business Processor definition details at any given point, by clicking the icon.
The View Business Processor screen displays the details of the selected Business Processor definition. The
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User Info grid at the bottom of the screen displays the metadata information about the Business Processor
definition along with the option to add comments.

You can update the existing Business Processor definition details except for the Business Processor Code
and Short Description, by clicking the @ icon.

You can copy the existing Business Processor to quickly create a new Business Processor definition based

on the existing rule details or by updating the required parameters, by clicking the icon. You can
remove Business Processor definition(s) which are no longer required in the system by clicking the @l
icon.

Derived Entity

Entity refers to a table in which data is stored. Derived Entity within the Infrastructure system facilitates
you to define entities which are populated through a series of data transformation processes resulting from
an existing Data Set or a Source Application. An Entity can be used to define other Business Metadata such
as measures, hierarchies, dimensions, data sets, and cubes.

(= OFSAA Infrastructure - Windows Internet Explorer

Financial Services Analytical Applications Infrastructure

ORACLE
Ahout Last Login Date: 0 2 Last Failed Login Date: 0100
Connected to Derived Entity
& Home Code l:l Short Description |DEJ |
=0 Unified Wetadata lanager Long Description ‘Metadata Derived Entity |
Import Model
® Data Integrator Framewaork Saurce Type Source Application o
B Data Entry Forms and Queries Aguregate r Materialize View [

= Business Metadata Management
Aliases

Dataset Mame

Derived Entity Application Name | D|_Test- DI_Test

Data Sets SowrceMame  [JTSTIDI_TEST-JTSTIDL_TEST

Business Measures

Business Hierarchy <y Metadata For Source Type & Selected Source Entity

Business Dimension ,I @ APPLICATION_PLANS - APPLICATION_PLAMS Z

- Bl MsoLAFT3 ANFOLAPTS
Computed Measures - [E] BENCHMARK_RATES BEMCHMARK_RATES
Hierarchy Aftribute - [E) BP_MEAS_MAP COLLECTION_PLANS

Business Processors L. [3] CARDS_PROGRAM_SEGMENT_MAP COM_ENTITY_GROUP_MAP

lap Maintenance [ coLLEcTION_PLANS
- [2] cOM_ENTITY_GROUP_MAP COM_ENTITY_PROCESS_DETAILS
! CUBE_BUILD_LOG

[Z] cOM_ENTITY_PROCESS_DETAILS ]
o s CUBE_DIMENSION_COMPILE

CURREMNCY_CONVERSION_FACTORS

B Cubes 1

B Metadata Browser

B Metadata Restare/Archive
¥ Rules Framework
1, Forms Framework
% Operations ‘ Cupy| | Delele ‘ ‘ Save ‘ ‘ Reset| | Properiies || Help |
#BY System Configuration
#@ Administration
*¢@ Advanced Analytics Infrastructure

& AMHM UMM Offling Population

Financial Services Applications

K1

You (Business Analysts) need to have View Derived Entities function role mapped to access Derived
Entity section in the BMM framework. You can access Derived Entity by expanding BMM section within
the tree structure of LHS menu. The Derived Entity screen displays the options to define and edit the
derived entity definitions for a selected table.

Create Derived Entity

You can define Derived Entity only if you have Add Derived Entity function role mapped in the
Infrastructure system. You can create a Derived Entity based on Data Set or Source Application. To define
a Derived Entity based on Source Application, you need to have defined permissions for the particular
Source Application in the Atomic schema. You can also authorize a Derived Entity created by other users if
you have the authorizer rights.
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(= OFSAA Infrastructure - Windows Internet Explorer

Connected to Derived Entity

2 Home Code sO0u_typ Short Description |Suurce Type Metadata |
Ed O Unified Wetadata Manager Lang Description ‘Mappmg for Source Type Metadata |
Import Model
[ Data Integrator Framewark SR WHE Source Application v
1 Data Entry Forms and Queries Aguregate r Materialize View [V

B i ! A
- Business Metadata Management D atasat Name

Aliases

Derived Entity Application Name | 5T73_APP_T2F - 5T73_APP_T2F desc

Data Sels Source Mame  [5T73_GRC_T2F - ST73_SRC_T2F desc

Business Measures

Business Hierarchy @ DIM_COLLATERAL ] Selected Source Entity
Business Dimensicn J i [2] DIM_COLLATERAL_AREA - ACCOUNT_POOL_MAPPING

&

Cubes 1 & [Z] DIM_COLLATERAL_TYPE ACCOUNT_THNS

Computed Measures 5] Dim_cOLLECTION_BUCKETS ACCT_TP_RATES
Hierarchy Attribute b 2] DIM_COLLECTION_OFFICER S
Business Processors - & om_commoormy 576, CARDS _THNE_SUMIARY
| Map Maintenance 2 Dim_conc_NEASURE 5T0_CARDS_PAYMENT_THNE
[ [letadata Browser ) om_conc_Tvpe ¥ o g
[ Metadata Restore/Archive @ DIM_CONTACT_METHOD FTO-CARDR SETTLEENT RO

€3

(=

* ¥ Rules Framewark >

& m Forms Framewaork

®e% Operations ‘ Capy | | Dielate ‘ ‘ Cava

B ﬂ| System Configuration

#-i@ Administration

*-dg Advanced Analtics Infrastructure
& AMHI UMM Offling Population
Financial Services Applications

‘ Resat | | Froperties | | Help |

To create a Derived Entity in the Derived Entity screen:
1. Click New if you are defining the derived entity for the first time.
2. Enter the details as tabulated.

Field Description

Enter a distinct code to identify the Entity. Ensure that the code is alphanumeric with a

maximum of 8 characters in length and there are no special characters except underscore

ITaET)

Note the following:
= The code can be indicative of the type of Derived Entity being created.
= A pre-defined Code and Short Description cannot be changed.

= Same Code or Short Description cannot be used for Essbase installation:
"$$SSUNIVERSES$$S", "#MISSING”, "#MI”, "CALC”, "DIM”, "ALL”, "FIX”,
"ENDFIX", "HISTORY”, "YEAR”, "SEASON", "PERIOD”, "QUARTER”,
"MONTH”, "WEEK”, "DAY".

Code

= In Unauthorized state, the users having Authorize Rights can view all the

unauthorized Metadata.
You can also search for an existing code or Derived Entity.
= Click Search, the Search screen is displayed.

= Double-click the required code from the list of available Derived Entities or enter the

description for the required Derived Entity in Description Filter and press Enter. The
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Field Description

matching Derived Entity code is displayed.

= Select List Un Authorized checkbox to view all the un authorized metadata.

Enter a Short Description based on the defined code. Ensure that the description is of a

Short Description maximum of 80 characters in length and does not contain any special characters except “_,

0)-9.

Enter the Long Description if you are creating subject-oriented Derived Entity to help
Long Description users for whom the Derived Entity is being created or other details about the type/subject.

Ensure that the description is of a maximum of 100 characters in length.

Source Type Select either Data Set or Source Application from the drop down list.

Aggregate Select Aggregate checkbox to collate the information for the Derived Entity.

(Optional) Select the Materialize View checkbox if you are using Oracle database to

Materialize View create a Materialized View with the Derived Entity Name and short description.

Note: You cannot enable the Materialize View option if you are using IBM DB2 database.

Option available only if the Source Type is selected as Data Set.

Data Set Name Select the Data Set Name from the drop-down list. The Short Description for the Data

Sets is available in the drop down list to select.

Option available only if the Source Type is selected as Source Application.
Application Name
Select the Application Name from the drop down list.

Option available only if the Source Type is selected as Source Application.

Source Name Based on the Application selected the related Sources are listed. Select the Source Name

from the drop-down list.

On selecting the Data Set Name or Source Application Name, the respective fields are displayed in the
Metadata for Source Type list.

1. Double-click Metadata for Source Type. The list of Metadata defined on the selected
Data Set or Application and Source is displayed.

2. Click + to expand the folders. Select the required metadata and click L.

3. Click Save. A confirmation dialog is displayed. The details are displayed in the Derived
Entity screen with the Code and Short Description as non-editable fields.

You can copy the pre-defined Derived Entity details to create another entity only if you have View Derived
Entity, Add Derived Entity, and Modify Derived Entity function roles mapped.

To copy a Derived Entity in the Derived Entity screen, enter the description in the Description Filter box
and press Enter. Click Copy. On completion, a confirmation dialog is displayed.

You can view the metadata of the selected Derived Entity. In the Derived Entity screen click Properties
and open the Properties dialog.
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The Properties tab displays the metadata properties such as Created By, Creation Date, Last Modified By,
Modified Date, Authorized By, and Authorized Date.

The Comments tab has a text field to enter additional information as comments about the created Derived
Entity definition.

Click OK and save the definition with the comments (if any).

You can search for a Derived Entity and modify the details as required by clicking Edit. You need to have
Modify Derived Entity function role mapped to edit/modify the Derived Entity definitions. A Derived
Entity definition in the un-authorized state (modified by other users) cannot be modified.

When you modify a Derived Entity which is mapped to other metadata definition, the Affected Metadata
Dialog is displayed with the list of mapped Data Sets, Measures, and Hierarchies which gets auto updated.
Click OK to confirm, else click Cancel.

B Affected Metadata Dialog g|

Datasets
ADER Cards Activity Analysis ANORMD10DER
DERENTY1  Cards Activity Analysis DERENTY
DSTDERY DSTDERY-DerENTITY-Cards Activity Analysis DERENTY
ODERANSI ODERANSI
OMNORDER  ONMORDER
TSTCUBJP TSTCUBJP-1

MEZSUNES
ADEEMT11 ADEENT11
DEREMT1 DERENT™Y1

Hierarchies
DERETY1H DERETY1H-
DERIVEHI DERIVEHI

[4817] Following Metadata will be affected, Continue Saving?

You can delete a Derived Entity that you have created or if you are authorized to do so. A Derived Entity in
Un-Authorized state (modified by other users) cannot be deleted. You need to have Delete Derived Entity
function role mapped to delete a Derived Entity. Delete function permanently removes the Derived Entity
from the database. Ensure that you have verified the details as indicated below:

e A Derived Entity definition marked for deletion is not accessible for other users.
. Every delete action has to be Authorized/Rejected by the authorizer.
On Authorization, the Derived Entity details are removed.
On Rejection, the Derived Entity details are reverted back to authorized state.
e You cannot update Derived Entity details before authorizing/rejecting the deletion.

e  Anun-authorized Derived Entity definition can be deleted.

2.4 Rules Framework

Financial institutions require constant monitoring and measurement of risk in order to conform to prevalent
regulatory & supervisory standards. Such measurement often entails significant computations and
validations with an organization’s data. Data must be transformed to support such measurements and
calculations. The data transformation is achieved through a set of defined Rules. Rules Framework
facilitates you to define a set of rules, reporting objects, and processes that are required to transform data in
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a warehouse. You can execute Rules and Process and manage to pre-defined rules within the system.
The Rules Framework is used for following three main purposes:

e  To design a set of rules, processes and structuring execution flow of processes that are required to
transform data in a data warehouse or data store.

e  To design reporting objects based on previously transformed data that is stored as aggregated data in
multidimensional databases.

e  To design reporting objects based on the atomic information stored in the data warehouse or data
store.

Before you begin, do the following:

e  Select the required Information Domain: An Information Domain refers to a logical grouping of
specific information and defines the underlying data warehouse or data store in which the physical
data model has been implemented. When you login to the Infrastructure system, you can access only
those Information Domains to which your user ID is mapped. Contact System Administrator for
permissions to access a specific Information Domain.

. Select the associated Segment: Segments are defined through the Administration module. A Segment
facilitates you to classify all the related metadata in the selected Information Domain. You are
authorized to access only those metadata objects to which the segment and user roles have been
mapped.

NOTE:

= For Rules framework functionality, the default system roles that are required are Business
Analyst, OBIEE Author, and PR2 Administrator.

= User mapped to the role PR2ZADMIN will be able to access metadata objects across all segments
within an Information Domain through the Rules, Process, and Run Framework.

= The users mapped to the PR2 Administrator role will have the rights to Add, View, Edit, and
Delete definitions defined in the Rule, Process, and Run screens.

= Users mapped to the particular Information Domain and segment can view only the
Rules/Process/Run definitions defined in the selected Information Domain and segment.

Rules Framework is available within the LHS menu of the Infrastructure home page.
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A 7F‘i:n an (:‘i;l_l':éaT\(ice S| A; ;ﬁ(;erFbl ications Infrastructure

ol Connected to:

ORACLE
Connected to: BASELEDOM ~ ~ =
Rule @ |
# Home Run Rule Framework == Rule =
#0) Unified Metadata Manager 2 Search and Filter 1 & search | Reset
=¥ Rules Framework Code Version 0
Hae Name Active Yes -
Process
Run Folder Type )
Manage Run Execution Dataset
FEY Utilities - — - — - . - —
1%, Forms Framework 2 aldstan) | 8 Hew femove At fothonme. |- dpExports|- [l Tiste DetilionSh -Rage-1o/8. 71 1 M i
0 . =k ﬂ Code 4 | Name Type Folder Dataset Version | Active
9% Operations Copre: z
15 [F 1111241886631 Mon Sec Add - on Estimation Computation BIS MNon Securitisation Exposure 1] Yes
= E System Configuration [F] 1117016036934 Basel | Customer Type Reclassification Classification BIS Non Securitisation Exposure 0 Yes
= E Administration [F] 1128403465564 Non Sec Expected Loss Band Skey Assignme... Computation BIS Mon Securitization Band Skeys 0 Yes
Security Management [] 1128411980620 Sec Exposure Risk Weight Band Skey Assig.. Computation BIS RWA Computations - Securitizat.. 0 Yes
Metadata Authorization ‘ [E] 1136285107137 Non Sec Pre-Mitigation Capital Required .. Computation BIS Mon Securitisation Exposure 0 Yes
Save Metadata ‘ ] 1136287177302 Mon Sec Effective Maturity Assignment - ... Computation BIS Non Securitisation Exposure 0 Yes
B Utilties [ 1137126999734 Mon Sec Pre-Mitigation PD Assignment Computation BIS Non Securitisation Exposure 0 Yes
i [F] 1137496095751 Non Sec Capital Required for UL - Defaul... Computation BIS Non Securitisation Exposure ] Yes
= &' Sdenced Soatyticsipasticline ‘ [T] 1137496648996 Mon Sec Pre-Mitigation EAD Amount - IRB Computation BIS Non Securitisation Exposure 0 Yes
5 AMHM UMM Offiine Population [E] 1137497129859 Non Sec RWA For Dilution Risk Computation BIS Non Securitisation Exposure ] Yes
#- & Risk Applications [E] 1137561353899 Equity Correlation Factor Computation  BIS Equity Exposure Dataset 0 Yes
=8 Regulatory Reporting [F] 1137561926026 Equity RWA Calculation Computation BIS Equity Exposure Dataset 1] ¥es.
[F] 1137645483897 Mon SecBasel Il Transaction Type Reclas... Classification BIS Non Securitisation Exposure 1] Yes
[Tl 1137646268878 Party Type Reclassification - IRB Classification BIS Party type reclassification - ... 0 Yes
[F] 1137646548485 Mon Sec Basel Il Asset Class Reclassific. Classification BIS MNon Securitisation Exposure a Yes
[£] 1137646548485 _bkp Mon SecBasel Il Asset Class Reclassific.., Classification BIS MNon Securitisation Exposure 1] Yes
[E] 1137651218893 Equity Minimum RW Assignment-PD-LGD ... Computation BIS Equity Exposure Dataset 1] Yes
[C] 1137651249717 MNon Sec Pre-Mitigation Post Volatility H... Computation BIS MNon Securitisation Exposure 0 Yes
[F] 1137656121798 Mon Sec Pre-Mitigation Risk Weight - UL Computation BIS Non Securitisation Exposure 1] Yes
[F] 1137656202121 Non Sec Pre-Mitigation Risk Weight - EL Computation BIS MNon Securitisation Exposure 0 Yes

2.4.1 Rules

Financial institutions require constant monitoring and measurement of risk in order to conform to prevalent
regulatory & supervisory standards. Such measurement often entails significant computations and
validations with an organization’s data. Data must be transformed to support such measurements and
calculations. The data transformation is achieved through a set of defined Rules.

The Rules option in the Rules Framework provides a framework that facilitates the definition and
maintenance of a transformation. The metadata abstraction layer is used in the definition of rules where the
user is permitted to re-classify the attributes in the data warehouse model thus transforming the data. The
underlying metadata objects such as Hierarchies that are non-large or non-list, Datasets and Business
Processors drive the Rule functionality. You need to have PR2ZADMIN function role mapped to access the
Rule definition. The definition, modification, copy, and deletion of a Rule must be approved by an
authorizer for the action to be effective. The Rule screen displays the rules created in the current
Information Domain with the metadata details such as Code, Name, Description, Type, Folder, Dataset,
Version, and Active status.

You can archive/restore the existing PR2 definitions using the Metadata Restore/Archive utility and also
migrate PR2/RRF definitions through the Command Line Utilities across Information Domains / Setups.
Create Rule

You can create Rule definitions using the existing metadata objects. To create a Rule definition in the Rule
screen:

1. Click icon from the List toolbar. The Rule Definition (New Mode) screen is
displayed.
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= Run Rule Framework - Windows Internet Explorer

0 s

Hen

[ ciose |

=i 2>
e NA

Computation v

2. Click E] icon in the adjacent to the Folder field in the Linked to grid. The Folder

Selector dialog is displayed.
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& Folder Selector -- Webpage Dialog

Search

i A

i List [8] Fage 1/ 1-_ A Jumgp to page
Name 4 Code

ATOMTIZSEG ATOM732C0D

[] attr ATTR

[ sis BIS

[] FsB IFSB

[ moia IND1&

[ usa usa

g~

3. Select the checkbox adjacent to the required folder. Click OK. You can also enter a

keyword and click the 4 icon in the Search field of Folder Selector dialog to locate a
particular folder.

4. Click the E] icon adjacent to the Dataset field in the Linked to grid. The Dataset
Selector dialog is displayed with the list of datasets available under the selected folder.
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& Dataset Selector -- Webpage Dialog

Search
~
List [20] | Fage 1/8 Jump to page
Narme 4 Code s
¥ A1234s A1234
[ Account Summary DASH01
[ ANSIDATASET ANSIDS
[ ANSIJON DATASET D801
[ capital Structure Datasst Ds0015
|:| Counterparty Detailz Dataset DS2007
|:| Counterparty Equity Dataset Ds2020
|:| Counterparty Unconditional PD Datazet DS2010
|:| Country DataSet COUNTRYDSOH
|:| Country DS CNTRDSO
[ data set A123
[ Dataset for ARIMA DSARIM
[0 DataSet for Transition Matrix DSTRANS
[ dataset on derived entity DSMODEL
[ DataSet-Short DATASET 0
[ DS for EWMA DSEWMA
|:| DS for GMW DSFRGMV 7
v
5. Select the checkbox adjacent to the required Dataset name. Click OK. In the Dataset
Selector dialog, you can also do the following:
. P P =
o Search for a particular folder by specifying keyword and clicking ™ button.
o0 View properties of the selected Dataset by clicking U=l button.
0 Make use of Pagination option to manage the view of existing Datasets within the
system.
6. Enter the details in the Master information grid as tabulated below:
Field Name Description
1D Refers to the default ID of a newly created Rule and is <<New >>
d Enter a valid code for the Rule. Ensure that the code value specified is of maximum
Code
30 characters in length and does not contain any special characters except “_".
Name Enter a valid name for the Rule.
By default the version field is displayed as <<NA>> for the new Rule being created.
Version Once the Rule definition is saved, an appropriate version is assigned as either “-1” or
“0” depending on the authorization permissions.
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Field Name Description

By default, the Active field is displayed as <<NA>> for the new Rule being created.

Once the Rule definition is saved, the status is set to “Yes” if you are an Authorizer

Active
creating the Rule or “No” if the created Rule needs to be Authorized by an
Authorizer.
Select the “Type” based on which you would like to create the rule from the
Type

dropdown list. You can select either Computation or Classification.

7. Click [=r icon in the Master info grid. The Properties dialog is displayed.

i | Properties -- Webpage Dialog

% Properties

Effective Start Date
Effective End Date

Last Operation Type Created

% Preprocessing

Pre-Built Flag

% Query Optimization Settings
Merge Hintz

Select Hints

Pre-Script

Post Script

Use ROWID

oA

The Properties dialog lists the Rule Properties, Preprocessing status, and Query Optimization Settings as
tabulated below. The data in Query Optimization Settings are derived from the global properties (if defined)
in the Optimization tab of System Configuration > Configuration screen. However, some options defined in
Global Preferences precede the Rule level properties that you define here.

Field Name Description
Properties
Effective Start Date Select the Effective Start Date by clicking -2 icon.
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Field Name Description

Effective End Date Select the Effective End Date by clicking 21 icon.

By default, this field displays the last change done to the Rule definition. While
Last operation type
creating a Rule, the field displays the operation type as Created.

Pre processing

Pre Built Flag refers to the pre-compiled rules, which are executed with the query
stored in database. While defining a Rule, you can make use of Pre Built Flag to
fasten the Rule execution process by making use of existing technical metadata details

wherein the rule query is not rebuilt again during Rule execution.

By default, Pre Built Flag status is set to “No”. This indicates that the query statement
Pre Built Flag is formed dynamically retrieving the technical metadata details. If the Pre Built Flag
status is set to “Yes” then the relevant metadata details required to form the rule query
is stored in database on “Save” of a Rule definition. When this rule is executed,
database is accessed to form the rule query based on stored metadata details, thus

ensuring performance enhancement during Rule execution.

Select the required option from the drop down list.

Query Optimization Settings

Specify the SQL Hint that can be used to optimize Merge Query.
For example, “/*+ ALL_ROWS */”

In a Rule Execution, Merge Query formed using definition level Merge Hint precede

ORACLE

Merge Hints
over the Global Merge Hint Parameters defined in the Optimization tab of System
Configuration > Configuration screen. In case the definition level Merge Hint is
empty / null, Global Merge Hint (if defined) is included in the query.
Specify the SQL Hint that can be used to optimize Merge Query by selecting the
specified query.
For example, “SELECT /*+ IS_PARALLEL */”

Select Hints In a Rule Execution, Merge Query formed using definition level Select Hint precede

over the Global Select Hint Parameters defined in the Optimization tab of System
Configuration > Configuration screen. In case the definition level Select Hint is

empty / null, Global Select Hint (if defined) is included in the query.
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Field Name Description

Refers to a set of semicolon (;) separated statements which are to be executed before

Merge Query on the same connection object.

Pre Script In a Rule Execution, Global Pre Script Parameters (defined in Configuration screen)
are added to a Batch followed by Rule definition level Pre Script statements if the
same has been provided during rule definition. However, it is not mandatory to have a

Pre Script either at Global or definition level.

Refers to a set of semicolon (;) separated statements which are to be executed after

Merge Query on the same connection object.

Post Script In a Rule Execution, Global Post Script Parameters (defined in Configuration screen)
are added to a Batch followed by Rule definition level Post Script statements if the
same has been provided during rule definition. However, it is not mandatory to have a

Post Script either at Global or definition level.

You can select the ROWID checkbox to create a Merge Statement based on ROWID

instead of Primary Keys.

In a Rule Execution, ROWID is considered while creating Merge Statement if Use
ROWID checkbox is selected in either Global Parameters (Configuration screen) or

Use ROWID
Rule definition properties.

If Use ROWID checkbox is not selected in either Global Parameters (Configuration

screen) or Rule definition properties, then the flag is set to “N” and Primary Keys are

considered while creating in Merge Statements.

8. Click OK. The properties are saved for the current Rule definition.

Add Members to Filter

You can define filters for a Rule definition such as Hierarchy, Filter-Data Element, Filter-Hierarchy, or
Filter Group.

NOTE: In order to access Filter Selector screen and to select the pre-defined filters, you need to have
FILTERRULE function mapped to your role.

To create a filter for a Rule in the Rule Definition (New Mode) screen:

1. Click ™1 icon from the List grid and click the 57 icon. The Filter Selector screen is
displayed.
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2 Filter Selector -- Wehbpage Dialog E‘

Search in A1234s Sort

Filter-Group v | like < | Ascending ‘ | Descending |

List [18] | Page 11 Jump to page Selected Filters [4]

[ | name 4 Code ] vame
ABH-Short ABH [] ABH-Short
CNT1 Total Checked CNTA [] cNT1 Total Checked
CNTZ Total Unchecked CNTZ [] chTz Total Unchecked
Country HO153 [ country

[ Country Hiert CNTYHIE1

[0 Country Hierz CNTYHIEZ

[J counTRYH CONH

[0 CountryH1 CH1

[0 CountryH111 CH111

[] CountryHz CH2

[0 countryHzz CH22

[ CountryH222 CHzZ2

[ HERSKz HIERZKZ

[] JPHR1 Total Checked JPHR1

[] MLSTESTsd MLSTEST

[] RRFHERZ RRFHIERZ

The LHS pane of the Filter Selector screen displays the available members under the selected Information
Domain and Dataset.

2. Select any of the following filters from the List grid drop down list to sort the members:

Member Type Description

Hierarchy Hierarchy refers to the defined Business Hierarchies and will list all the UMM

Hierarchies pertaining to the selected dataset.

Filter-Data Element Data Element Filter is a stored rule that expresses a set of constraints. Only columns that
match the data type of your Data Element selection are offered in the Data Element drop

down list box.

Filter-Hierarchy Hierarchy Filter allows you to utilize rollup nodes within a Hierarchy to help you

exclude (filter out) or include data within an OFSAA rule.

Filter-Group Group Filters can be used to combine multiple Data Element Filters with a logical

"AND".

3. Select the checkbox adjacent to the members you want to select.

4. Click B icon to move the selected members to the Selected Filters pane.

NOTE: You can select maximum of nine Filters for a Rule.

In Filter Selector screen you can:
0 You can search for a specific member type by selecting from the drop-down list and

clicking X\ button. You can also modify your search criteria specifying the nearest
keyword in the like field.
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0 The Pagination option helps you to manage the view of existing Hierarchies within the
system.

o Click button to view the details of a selected member.

0 Click Ascending or Descending button to sort the selected components in Ascending
or Descending order.

o Click .**or . button to re-arrange the selected list of members.

5. Click *=l button to remove selected members from the Selected Filters pane. Click OK.
The selected filters are listed in the Rule Definition (New Mode) screen.
Add Hierarchies to Source

The Source and Target can be selected from the List grid. To select the Source for a Rule in the Rule
Definition (New Mode) screen:

1. Click the ¥ icon from the List grid and select . The Hierarchy Selector screen is

displayed.
a Hierarchy Selector, -- Webpage Dialog E‘
Search in A1234s Sort
S ‘ Ascending | | Descending |

List [18] | Page1/1 Jump tc page Selected Hierarchies [4]
[] | Hame 4 Code g Name
[ ABH-Shert ABH [ Country Hiert
[[1 CNT1 Total Checked CNT1 [] country Hier2

CNT2 Total Unchecked CNTZ [[] cNTZ Total Unchecked

Country HO153 [ country

Country Hier1 CNTYHIE1

Country Hier2 CNTYHIEZ
[0 CcounTRYH CONH
[0 CountryH1 CH1
[0 CountryH111 CH111
[] CountryHz CH2
[0 CountryH22 CH22
[1 CountryH222 CH222
[ HERSKz HIERSKZ
[[1 JPHR1 Total Checked JPHR1
[1 MLSTESTs=d MLSTEST
[1 RRFHERZ RRFHIERZ

The LHS pane of the Hierarchy Selector screen displays the available hierarchies under
the selected Folder.

2. Select the checkbox adjacent to the Hierarchies you want to select as Source.
3. Click B icon to move the selected hierarchies to the Selected Hierarchies pane.
You can select maximum of nine Sources for a Rule. In Hierarchy Selector screen you
can:
0 Search for a member by specifying the nearest keyword and clicking X button.

0 The Pagination option helps you to manage the view of existing Hierarchies within the
system.
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0 Click U=l button to view the details of a selected hierarchy.

0 Click Ascending or Descending button to sort the selected components in Ascending
or Descending order.

o Click .“**or . button to re-arrange the selected list of hierarchies.

o Click *=]button to remove selected hierarchies from the Selected Hierarchies pane.

Click OK. The selected hierarchies are listed in the Rule Definition (New Mode) screen.

Add Measures / Hierarchies to Target

To select the Target for a Rule in the Rule Definition (New Mode) screen:

1.

Click the ¥ icon from the List grid and select IEl jcon. The Measure Selector /
Hierarchy Selector screen is displayed. The Measure Selector and Hierarchy Selector
screens are displayed depending on the Type of the Rule you have selected, i.e. the
Computation Rule and Classification Rule respectively.

2 Measure Selector -- Webpage Dialog g‘

List [6]

Search in A1234s Sort

Hame & Code g Hame
MSR -
MSR -
MSR -
[0 wsR-
[ wsk-
[0 MsR-

~ ‘ Ascending | | Descending |

| Page 1/1 Jumg to page Selected Measures [7]

Alpha Value 10254 [[] MSR - Higtorical Drawdown Percent
Histerical Drawdown Percent M1627 [] MSR - Higtorical Mo Of Exposures in Reta ...
Historical No Of Exposures in Reta .. Mig28

Historical Nen Sec Default Weighte .. M1625

Historical Probability of Default M1628

Historical Realised LGD M1683

Note: Measure from different entity will not be allowed as target measure(s).

ORACLE

The LHS pane of the Measure Selector / Hierarchy Selector screen displays the available

Measures / Hierarchies under the selected Information Domain and Dataset.

Select the checkbox(s) adjacent to the members you want to select as Target.

Click B icon to move the selected measures to the Selected Measures / Selected

Hierarchies pane:

NOTE: Measures from different entities are not allowed as target measures. You can select
maximum of five measures and a single Hierarchy to the target.

In Measure Selector / Hierarchy Selector screen you can:

o0 Search for a member by specifying the nearest keyword and clicking X button.
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0 The Pagination option helps you to manage the view of existing members within the
system.

0 Click U=l button to view the details of a selected member.
0 Click Ascending or Descending button to sort the selected components in Ascending

or Descending order.

o Click or button to re-arrange the selected list of members.

o Click t] button to remove selected measures from the Selected Measures / Selected
Hierarchies pane.

4. Click OK. The selected members are listed in the Rule Definition (New Mode) screen.
In the List grid you can also:
o Click [4 icon to move a selected member between Filter, Source, or Target.

o Click icon to view the selected member details.

Once all the necessary information in the first screen of the Rule Definition (New Mode) is populated, click
Next button to navigate to the concurrent procedures of defining a Rule.

Hierarchical Member Selection

The second screen of Rule Definition (New Mode) screen displays all the information you have provided in
the Linked to and Master info grids. You can view the filters you have selected in the Rule Condition grid.
In the Rule Condition grid, you can apply conditions for each of the BMM hierarchy filters.

NOTE: In case of Data Element, Group, or Hierarchy filters, you can only view the SQL query.

To apply condition for a BMM hierarchy filter and view the SQL query in the Rule Condition grid:
1. Click EZ& button adjacent to the filter details. The Hierarchy Browser screen is displayed.
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Is Hierarchy Browser - Windows Internet Explorer,

¥ Search
Code Name B2

Basel ll Asset Class

Enfs = Selected Members
:—--Baaelll;'aaaet\ilaaa Bazel | Azast Class

-:I- ~Banks Central Counter Party

=g Consumer Credit

=

»

Corporate Exposure

+ Central Counter Party
&
+} Other Asset Classes
+ Public Sector Entities :_.=]
+1-Public Sector Entlies
..... More
i 41] 11|

The Search grid allows you to search for a particular member by entering Code or any part of the Name
and clicking E2 button. You can click button to refresh the Code or name fields. You can also find a

member in the grid using (M1 button.

2. Click '+ and expand the members of the selected hierarchy.

= _
3. Select a member / node and click — « to select the same. Click the - to select the
member as Self or Parent. In the Hierarchy Browser screen you can also:

Click [ or [EL to sort the members by Code or Name.
Click [ or [=to expand or collapse the members under a node.
Click or EH to expand a branch or collapse a branch.

Click El or [Eto view the code values of members right or left.

O O O o o

Click [T or [&] to show code or show name of the members.
Click E] or E] to re-arrange the members in the Selected Members pane. However, the rearranged
members are not displayed on the Combination Mapper grid based on the reordering.
4. Click % button adjacent to a filter details. The Preview SQL Query screen is displayed
with the resultant SQL query.
Move Source to Slicer

The selected Source and Target Hierarchies are displayed under Combination Mapper grid. You can move
the source Hierarchies from Combination Mapper grid to Slicer. To move a source Hierarchy from
Combination Mapper grid to Slicer grid:
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1. Click the Hierarchy member and drag it to the Slicer grid. The member is displayed under
Slicer grid.

2. Click EZ button to select the members of a Hierarchy. The Hierarchy Browser is
displayed.

3. Click E] button. The CombiFilter Node Browser screen is displayed.

& CombiFilter Node Browser, -- Webpage Dialog @

A isearch

5

CombiFilter Node Selection

[ | name A
[ Andorra GAAP
[] Afghanistan GAAP

< 4

4. Select the checkbox adjacent to the member name and click OK.

Select Business Processor as Target

The Measures selected as target are displayed under Target page in the Combination Mapper grid. You can
select the Business Processors (BP) from these Measures. To select the Business Processors form a
Measure:
1. Click EZE button in the Measure displayed under Target page. The Business Processor
Selector screen is displayed.
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2 Business Pracessor Selector -- Webpage Dialog, g‘
Search in MSR - Actual RWA Change Amount - Ad ... Sort
s ‘ Ascending | | Descending |
List[4] | | | Fage 1/1 ump to page Selected Business Processors [1]
[ | Name 4 Code g Name
BP - Actual RWA Change Amount - Advance ... BP4027 [ BP - Actual RWA Change Amount - Advance ..
|:| BP - Actual RWA Change Ameunt with Rule .. BP4023
[0 sBPamsk3 BP3WSR3
[0 secowo_1 SECOND_1

2. Select the checkbox adjacent to the Business Processor name and click |_.""

In Business Processor Selector screen you can:

0 Search for a Business Processor by specifying the nearest keyword and clicking =\

button.

0 The Pagination option helps you to manage the view of existing Business Processors
within the system.

o Click button to view the details of a selected Business Processor.

o Click button to define a new Business Processor.

0 Click Ascending or Descending button to sort the selected components in Ascending
or Descending order.

o Click .“*or . button to re-arrange the selected list of Business Processors.

o Click "'_’I button to remove the selected Business Processors from Selected Business
Processors pane.

3. Click OK. The selected Business Processors are listed under the Combination Mapper
grid along with the Source and Filer definition details.(Optional) After selecting
Business Processor(s) in the Combination Mapper grid, you can set the Default Target
member, specify Parameters, and exclude child nodes for the Rule definition.

0 You can set the selected Target member as default by clicking button on the header
bar of required Business Processor and selecting Default Member checkbox. When a
Target member is selected as default, all the unmapped Source member combinations for
that Target object will be logically mapped to the default member and the corresponding
target appears disabled. Run time parameters cannot be applied for such defaulted target
BP’s. However, the logical mappings will not overwrite the physical mapping.

0 You can specify parameters for the selected Business Processor. Select the
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checkbox(s) adjacent to the required Business Processor and click [=! button adjacent
to a checkbox selected. The Parameters pop-up is displayed.

NOTE: A physical mapping is established when mapping is explicitly done upon a
combination of source and target members.

0 For a Classification Rule and Computation Rule with non-parameterized BP, the
Parameters pop-up is as displayed. Enter the required note in the text field and click
OK.

Parameters

Note ||

[ ok ] [ ciose |

o For a Computation Rule with parameterized BP, the Parameters pop-up is as
displayed. Enter the required note in the text field. The Parameter Default Value is
fetched from the Business Processor definition and the Assign Value can be entered
manually which is considered during Rule execution at Runtime. You can also clear
the Assign Value field by clicking the Clear Values button. Click OK.

Parameters
Note |Data resides between

Params Default Valuez | Asz=ign Values
ADDON | K

| Ok | | Close | | Clear Values |

0 You can exclude child node(s) in the Combination Mapper grid, if they are not

required in the Rule execution. Click E] (Exclude) button. The Rule Exclude screen
is displayed.

NOTE: The exclude icon is available only for the combinations with physical mappings.
When a default member is removed from the target member, all logical
mappings would be removed retaining only physical mappings.
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/3 Rule Exclude -- Webpage Dialog

Ok

0 The Rule exclude screen displays only the child nodes associated to a Parent node.
Ensure that the selected parent has associated child nodes and is not the default
member in the target.

0 Select the checkbox adjacent to Rule code that you want to exclude and click OK.

Once all the necessary details are entered, click Save. The Rule definition is saved with the provided details
and is displayed in the Rule screen. The default version of a new Rule definition created by an Authorizer is
“0” and the one created by non-authorizer is “-1”. The Audit Trail section at the bottom of Rule Definition
(New Mode) screen displays metadata information about the Rule definition created. The User Comments
section facilitates you to add or update additional information as comments.

You can view individual Rule definition details at any given point. To view the existing Rule definition
details in the Rule screen select the checkbox adjacent to the Rule Code whose details are to be viewed.
Click & button in the List tool bar. The Rule Definition (View Mode) screen is displayed with all the
details of the selected Rule. Click Next and Back buttons to navigate back and forth in the Rule Definition
(View Mode) screen.

You can Modify all the details except ID, Code, Version, Active, and Type of a Rule definition. To modify
an existing Rule definition in the Rule screen, select the checkbox adjacent to the Rule Code whose details
are to be updated. Click [ button in the List tool bar.

Rule Definition Versioning

The default version of a new Rule definition created by an Authorizer is "0" and the one created by non
Authorizer is "-1". When you edit and save a Rule, you are prompted either to overwrite the already
existing details and save the same as latest version (version "0") or to create a subsequent version wherein
the existing details are retained as of current version +1. Note that a definition with version "-1", when
edited by an authorized user changes to "0" and an unauthorized user remains as "-1".

Copy Rule Definition

The Copy Rule Definition facilitates you to quickly create a new Rule Definition based on an existing Rule
or by updating the values of the required Rule. To copy an existing Rule Definition in the Rule screen:

1. Select the checkbox adjacent to the Rule Code whose details are to be duplicated.

2. Click [ button in the List toolbar to copy a selected Rule definition. The Rule Definition
(Copy Mode) screen is displayed. Copy button is disabled if you have selected multiple
Rules. In the Rule Definition (Copy Mode) screen you can:

o0 Create new Rule definition with existing variables. Specify a new Rule Code and
Folder. Click Save.

0 Create new Rule definition by updating the required variables. Specify new Rule
Code, Folder, and update other required details. Click Save.

The new Rule definition details are displayed in the Rule screen. By default, version “0” is set if you have
authorization rights, else the version is set to “-1”.
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Authorize Rule Definition

A Rule definition when created/modified should be approved by an authorizer. An authorizer can
Approve/Reject a pre-defined Rule definition listed within the Rule screen. To Approve/Reject Rule(s) in
the Rule screen, you need to have Authorizer function mapped to your role. If you are an authorizer, then
all the Rule definitions created/modified by you are auto Approved and the Active status is set to “Yes”.
Else, the Active status is set to “No” and can be authorized.

Select the checkbox(s) adjacent to the required Rule Code(s). Do one of the following:
To Approve the selected Rule definitions, click & putton.
To Reject the selected Rule definitions, click @ putton.

A Rule is made available for use only after the approval. For a rejected definition a comment with the rejection
details will be added.

Export Rule to PDF

You can export single/multiple Rule definition details to a PDF file. To export the Rule definition details in
the Rule screen:

1. Select the checkbox(s) adjacent to the Rule Code(s) you want to export.
2. Click == button in the List toolbar.

3. Click the - button in the popup. The Export dialog is displayed.

/A Run Rule Framework -- Webpage Dialog @

~
Export Format POF

Defintion Type RULE

# Selected Definitions

Sec Pre-Mitigation EAD Ameunt for Retained Exposures USA - Equity Inw Fund RW As=signment - Alternative Modified Lock Through

-

The Export dialog displays the Export Format, Definition Type, and the names of the Selected Definitions.
Click Export. The process is initiated and is displayed in a pop-up specific to the current download. Once
the pdf is generated, you can open / save the file from the File Download dialog. You can either save the
file on the local machine or view the file contents in a PDF viewer. The downloaded PDF displays all the
details such as Linked to, Properties, Master info, Audit Trail, List, Mapping Details, and Comments of all
the Rule definitions selected.

Trace Rule Definition Details
You can trace the metadata details of individual Rule definitions. To trace the underlying metadata details of a Rule
definition in the Rule screen:

1. Select the checkbox adjacent to the Rule Code whose details are to be traced.

2. Click [-# button from the List toolbar.

The Trace Definition screen is displayed with the details such as Traced Object (Name and definition type)
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and Processes and Runs in which the selected Rule is used. In the Trace Definition screen you can also
select individual Process or Run and click U=l button to view the definition details.

Delete Rule Definition

You can remove Rule definition(s) which are no longer required in the system by deleting from Rule
screen.

1. Select the checkbox(s) adjacent to the Rule Code(s) whose details are to be removed.
2. Click @ button from the List tool bar.
3. Click OK in the information dialog to confirm deletion.

An information dialog is displayed confirming the deletion of the Rule definition(s) and asking the
authorization.

2.4.2 Process

A set of rules collectively form a Process. A process definition is represented as a Process Tree. The
Process option in the Rules Framework provides a framework that facilitates the definition and
maintenance of a process. By defining a Process, you can logically group a collection of rules that pertain
to a functional process.

You can define a Process with the existing metadata objects using a hierarchical structure which facilitates
the construction of a process tree. Process tree can have many levels and one or many nodes within each
level. Sub-processes are defined at level members and process hierarchy members form the leaf members
of the tree.

NOTE:
=  Precedence defined to each Process determines the Process Initiation Sequence.

= |If Precedence is defined, Process Execution (along with the associated Rules) happens based on the
precedence defined to each component.

= |If no precedence is defined, all the processes within the process tree are initiated together in its
natural hierarchical sequence.

Consider the following illustration:

If natural Precedence is defined to the sub process SP1, Process Execution is triggered in the sequence Rule 1
> SP1a > Rule 2 > SP1.

If no precedence is defined, all the sub processes SP1, SP2, Rule 4, and Rule 5 are executed in parallel.
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—— SP2 [——{ Rule3 |

Further, the business may require simulating conditions under different business scenarios and evaluate the
resultant calculations with respect to the baseline calculation. Such simulations are done through the
construction of Processes and Process trees. Underlying metadata objects such as Rules, T2T Definitions,
Processes, and Database Stored Procedures drive the Process functionality.

/= OFSAA Infrastructure - Windows Iniernet Explorer

al Services Analytical Applications Infrastructure

ORACI_E rd Connected
Process )
i Run Rule Framework >» Process
# Search and Filter | [EQ Search | Reset
Code Version o
Name Active Yes -
Folder
2 List[20] | Hew View Edit Copy Remove Authorize Export | [ & Trace Definition ¥ Psge1/23 Jump to page
S g Code Name Folder 4 | Version Active
[ 15May_F2T_process_15 15May_F2T_process AAIPRODT4SEG 0 Yes
[0 mdb2 mdb2 AAIPRODT4SEG o Yes
[ 11May_mutti_level2_sub_p... 11May_mutti level2_sub_process d AAPRODT4SEG 0 Yes
[ 11May_mutti level2_sub_p... 11May_mutti level2_sub_process d AAIPRODT4SEG 0 Yes
[ wvshk_on_Undrawn 63 1  vshk_on_Undrawn desc AAPRODT4SEG 0 Yes
[ vshk_on_Undrawn_63 vshk_on_Undrawn desc AAIPRODT4SEG 0 Yes
[ 11May_mutti_level_sub_pr... 11May_mutti_level_sub_pro_pre d AAIPRODT4SEG 0 Yes
[ 11May_mutti_level_sub_pr... 11May_mutti level_sub_pro_pre d ARIPRODT4SEG 0 Yes
[ 15Way_F2T_process 13 1 1SMay_F2T _process AAIPRODTSEG 0 Yes
[] 15Way_F2T process 13 1SMay_F2T process AAIPRODT4SEG 0 Yes
[ 15May_F2T_process_11_1 1SMay_F2T_process ALPRODTSEG 0 Yes
[ 15May_F2T_process_11  15May_F2T_process AAIPRODT4SEG 0 Yes
[ 15May_F2T_process_10  1SMay_F2T_process ALPRODTSEG 0 Yes
[] PROCESS_wt_MULTIPLE_.. PROCESS_wit MULTIPLE_SUB desc AAIPRODT4SEG ] Yes
[] PROCESS_wit MULTIPLE_.. PROCESS_wit MULTIPLE_SUB desc ALPRODT4SEG ] Yes
[ 11May_mutti_level3_sub_p... 11May_mutti_level3_sub_pro d AAIPRODT4SEG 0 Yes
O 11May_mutti_level3_sub_p... 11May_mutti_level3_sub_pro d AAIPRODT4SEG 0 Yes
[ 18May_mutti_sub_process... 18May_mutii_sub_process_3 desc AAPRODT4SEG 0 Yes
[ 18May_mutti_sub_process... 18May_mutii sub_process 3 desc AAPRODT4SEG 0 Yes
[] 15May_F2T process 8 1  15May_F2T process AAIPRODT4SEG 0 Yes

The Process screen displays the processes created in the current Information Domain with the metadata
details such as Code, Name, Folder, Version, and Active. You can archive/restore the existing PR2
definitions using the Metadata Restore/Archive utility and also migrate PR2/RRF definitions through the
Command Line Utility across Information Domains / Setups.

Create Process

You can build a Process by adding one or more members called Process Nodes. If there are Predecessor
Tasks associated with any member, the tasks defined as predecessors precede the execution of that member.
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To define a process in the Process screen:

1. Click button from the List toolbar. The Process Definition (New Mode) screen is

£~ Run Rule Framework - Windows Intarnet Explorer
Pracess
 Frame ces 28 e
LAPRODTEZEG
s " 1 ¥ Propertes
o - ; A
¢ A
ams T Process Tre -
= | U sk Process | || Componest | |1 Precedence | | | wemes |
S Brocess ] oot Pracedence Typn Bacametar
ks [5] 3ot Process
- 0O mea Fie Load
ity |LClotA)
AudeTrad | Comment
. zea Dat

2. Click E] button adjacent to the Folder field in the Linked to grid. The Folder Selector
dialog is displayed.
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A Folder Selector -- Webpage Dialog

Search
| <
List [6] Fage 141 Jump to page
Name 4 Code

{IV[: ATONT325EG pHOM o
[] AR ATTR

1 Bi= BIS

[] FsB IFSB

O mow INDIA

[] usa UsA

3. Select the checkbox adjacent to the required folder. Click OK.

You can also enter a keyword and click X\ button in the Search field of Folder Selector dialog to
locate a particular folder. The Pagination option helps you to manage the view of existing Folders
within the system.

4. Enter the details of the Master info grid as tabulated below:

Field Name Description

1D Refers to the default ID of a newly created Process and is <<New>>

Enter a valid code for the Process. Ensure that the code value specified is of

Code maximum 30 characters in length and does not contain any special characters except

Name Enter a valid name for the Process.

By default the version field is displayed as <<NA>> for the new Process being
Version created. Once the Process definition is saved, an appropriate version is assigned as

either “-1” or “0” depending on the authorization permissions.
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Field Name Description

By default, the Active field is displayed as <<NA>> for the new Process being

created. Once the Process definition is saved, the status is set to “Yes” if you are an

Active
Authorizer creating the Rule or “No” if the created Rule needs to be Authorized by an
Authorizer.
Select the “Type” based on which you would like to create the rule from the
Type

dropdown list.

5. Click = button in the Master info grid. The Properties dialog is displayed.

e | Properties -- Webpage Dialog

roeperties
Effective Start Date 0022012 |78
Effective End Date n0wz20z T8
Last Operaticn Type Created

6. You can edit the below tabulated details in the Properties dialog:

Field Name Description
Effective Start Date Select the Effective Start Date by clicking j (Calendar) button.
Effective End Date Select the Effective Start Date by clicking ﬂ (Calendar) button.

By default, this field displays the last change done to the Process definition. While
Last operation type
creating a Process, the field displays the operation type as Created.

7. Click OK. The properties are saved for the current Process definition.

Define Sub Process to Root

You can define sub processes to the base process being created or for a pre-defined sub process under a
base process. To create a sub processor in the Process Definition (New Mode) screen:

1. Click ¥ (Sub process) button. The Sub Process in ROOT dialog is displayed.
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2 Run Rule Framework -- Webpage Dialog

Sub Proceszs inROOT

Sub Process Mame |1EIEI4EE?83331 1_2| |

| ok | | Close |
w
2. Enter the Sub Process Name and click OK.
The sub process is listed under the root process as a branch.
NOTE: You can further create sub processes for the existing processes or for the

base process by selecting the process and following the above procedure.

Add Component to Base Process / Sub Process

You can add process components to the base process as well as the sub processes. To add the process
components from the Process Definition (New Mode) screen:

1. Select the process on which you want to add the component.

2. Click [ (Component) button. The Component Selector screen is displayed.

/3 Run Rule Framework -- Webpage Dialog

Search Sort
[ | & | Ascending | | Descending |
List Tasks In ROOT [6]
E|.“‘-. Procezs Components A g Object J
- {F’ Data Extraction Rulez |:| Bank Capital Group Compenentz Reclazzification
f- 5] Load Data Rules [[] Basel|Customer Type Reclassification

|:| Basel | lzzuer Type Reclassification

[ basettargetpopup

[] Fitter_check

[] ATTRIBUTION_ANALYSIS_ADVANCE_APPROACH

£
- @ Transformation Rules

[—][E Base Rules

E| B Classification Rules

- ATOM7325EG

[ ATTI

B BIE

----- B Bank Capital Group Cemponents Reclassifica’
----- B Baszel| Customer Type Reclazsification

----- B Basel| lzzuer Type Reclazszification

----- H Basel| Product Type Reclazsification

----- B Basel Il Collateral Type Reclassification - STD
----- B Basel Il lzsuer Typs Reclassification B
----- B Basel Il Underlying Instrument

----- B Baszel Methodology Assignment - Non Sec-F

----- H Bazel Methodology Assignment FIRB - Equity

----- B Bazel Methodology Assignment FIRE - Equity

b
< I >

Note: Subprocesses cannot be removed from this window.
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On the List pane of the Component Selector screen, you can click '+ button to expand the members and
view the process components.

3. Select a Process Component and click L=+ to move the component to the Tasks In
<Process Name> pane. In Component Selector screen you can also:

(o}

(o}

Search for a component by specifying the nearest keyword and clicking X\ button.
Click Ascending or Descending button to sort the selected components in Ascending
or Descending order.

Click or button to move up or move down the selected components.

Click =l button to add parameters for the selected components.

The parameters must be specified in double quotes and in case of multiple parameters,
specify the values separated by commas. E.g.: "value 1","value 2".

Click *= button to remove selected components from the Tasks In <Process Name>
pane.

NOTE: Sub processes listed in Tasks In <Process Name> pane cannot be removed.

4. Click OK. The components are listed under the selected process.

Add Precedence for the Selected Components

You can add precedence for the selected components in the Process Definition (New Mode) screen.
Precedence can be defined to peer processes in a selected parent process. To add precedence for a selected

component:

1. Select the process for whose components you want to select precedence.

2. Click

ORACLE

£ (Precedence) button. The Precedence Selector screen is displayed.
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& Run Rule Framework -- Webpage Dialog

ROOT Sort
Auto Map Ascending | | Descending

Tasks In ROOT

[ mdb12 |
: Available Precedence Existing Precedence
g Object g Object

[ aa [ fib_a

fib_A
Ok Close

3. Select Auto Map to override the predefined precedence and to set predecessor tasks as
precedence.

To manually select predecessor tasks for a task:

0 Select a task from Tasks In <Process Name> dropdown box. The other tasks are
listed in the Available Precedence pane.

0 Select the tasks to set as predecessor tasks and click L= button.

0 The selected tasks are listed in the Existing Precedence pane.

NOTE: You cannot select tasks as predecessor tasks if they have cyclic dependencies
with the selected task.

In the Precedence Selector screen you can also:

0 Click Ascending or Descending button to sort the selected tasks in Ascending or
Descending order.

'

o Click or . button to move up or move down the selected tasks.
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o Click *=] button to remove selected tasks from the Existing Precedence pane.

4. Click OK. The precedence is set for the tasks in the selected process.

Move Tasks among Processes

You can move the tasks which has no dependency, among different processes in the Process Definition
(New Mode) screen. To move tasks:

1. Select the checkbox(s) adjacent to the tasks to move to a different process.

2. Click [ button. The Move to dialog is displayed.

2 Run Rule Framework -- Webpage Dialog @

Move to ROOT w

Note: A sub process can not be moved to itz =ub process.

3. Select the process / subprocess to which you want to move the task.

4. Click OK. The screen is refreshed and the task is displayed under the selected process.

Remove Tasks from a Process

You can remove / delete the tasks which have no dependency, from the Process Definition (New Mode)
screen. To remove tasks:

1. Select the checkbox(s) adjacent to the tasks you want to remove.
2. Click @ button. The Warning dialog is displayed.
3. Click OK. The selected tasks are removed from the process.

In the Process Definition (New Mode) screen, you can also view the details of a selected
task by clicking U=l button.

4. Click Save. The process definition is saved with the provided details and is displayed in
the Process screen.

The default version of a new Process definition created by an Authorizer is “0” and the one created by non
Authorizer is “-1”. The Audit Trail section at the bottom of Process Definition (New Mode) screen displays
metadata information about the Process definition created. The User Comments section facilitates you to
add or update additional information as comments.

You can view individual Process definition details at any given point. To view the existing Process
definition details in the Process screen, select the checkbox adjacent to the Process Code whose details are
to be viewed. Click & button in the List tool bar. The Process Definition (View Mode) screen is displayed
with all the details of the selected Process.

You can modify all the details except ID, Code, Version, Active status, and Type of a Process definition.
To modify an existing Process definition in the Process screen, Select the checkbox adjacent to the Process
Code whose details are to be updated. Click [# button in the List tool bar. Edit button is disabled if you
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have selected multiple Processes.

Process Definition Versioning

The default version of a new Process definition created by an Authorizer is "0" and the one created by non
Authorizer is "-1". When you edit and save a Process, you are prompted either to overwrite the already
existing details and save the same as latest version (version "0") or to create a subsequent version wherein
the existing details are retained as of current version +1.

Note that a definition with version "-1", when edited by an authorized user changes to "0" and an
unauthorized user remains as "-1".

Copy Process Definition

The Copy Process Definition facilitates you to quickly create a new Process Definition based on an existing
Process or by updating the values of the required Process. To copy an existing Process Definition in the
Process screen, select the checkbox adjacent to the Process Code whose details are to be duplicated. Click
button in the List toolbar to copy a selected Process definition. The Process Definition (Copy Mode)
screen is displayed. Copy button is disabled if you have selected multiple Processes. In the Process
Definition (Copy Mode) screen you can:

. Create new Process definition with existing variables. Specify a new Process Code and Folder. Click
Save.

. Create new Process definition by updating the required variables. Specify a new Process Code,
Folder, and update other required details. Click Save.

The new Process definition details are displayed in the Process screen. By default, version “0” is set if you
have authorization rights, else the version is set to “-1”.
Authorize Process Definition

A Process definition when created/modified should be approved by an authorizer. An authorizer can
Approve/Reject a pre-defined Process definition listed within the Process screen. To Approve/Reject
Process(s) in the Process screen, you need to have Authorizer function mapped to your role. If you are an
authorizer, then all the Process definitions created/modified by you are auto Approved and the Active status
is set to “Yes”. Else, the Active status is set to “No” and can be authorized. Select the checkbox(s) adjacent
to the required Process Code(s). Do one of the following:

e  To Approve the selected Process definitions, click & button.

e  To Reject the selected Process definitions, click & putton.

A Process is made available for use only after the approval. For a rejected definition a comment with the
rejection details will be added.

Export Process to PDF

You can export single/multiple Process definition details to a PDF file. To export the Process definition
details in the Process screen:

1. Select the checkbox(s) adjacent to the required Process Codes.
2. Click == button in the List toolbar.

3. Click the 2 button in the popup. The Export dialog is displayed.
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& Run Rule Framework -- Webpage Dialog

# Export Options

Export Format POF

Definition Type PROCESS

#. Selected Definitions

11May_muli_lewsl2_sub_process d

Trace Options Selected Trace Optlons 21
Name 4 Code g Name

Rule RL [ Ruke

Process PT [ Process

| Export | [ close

The Export dialog displays the Export Format, Definition Type, the names of the
Selected Definitions, and the Trace Options. To select the Trace Options in the Trace
Options grid:

0 Select the checkbox(s) adjacent to the available options.

o Click L—* button. The selected options are displayed in the Selected Trace Options

pane. You can also select a trace option and click +] button to deselect it from the
Selected Trace Options pane.

4. Click Export. The process is initiated and is displayed in a pop-up specific to the current
download. Once the pdf is generated, you can open / save the file from the File
Download dialog.

You can either save the file on the local machine or view the file contents in a PDF viewer. The
downloaded PDF displays all the details such as Linked to, Properties, Master info, Audit Trail, List,
Mapping Details, and Comments of all the Process definitions selected.

Trace Process Definition Details

You can trace the metadata details of individual Process definitions. To trace the underlying metadata
details of a Process definition in the Process screen:

1. Select the checkbox adjacent to the Process Code whose details are to be traced.

2. Click ['& button from the List toolbar. The Process Definition screen is displayed with
the details such as Traced Object (Name and Definition Type), other Processes and Runs
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in which the selected Process is used. In the Trace Definition screen you can also select
individual Process or Run and click U=l button to view the definition details.

Delete Process Definition

You can remove Process definition(s) which are no longer required in the system by deleting from Process
screen.

1. Select the checkbox(s) adjacent to the Process Code(s) whose details are to be removed.

2. Click @ button from the List tool bar.

3. Click OK in the information dialog to confirm deletion. An information dialog is
displayed confirming the deletion of the Process definition(s) and asking the
authorization of the same.

2.4.3 Run

The Run option in the Rules framework helps you to combine various components and/or Processes
together and execute them with different underlying approaches. Further, Run Conditions and/or Job
Conditions can be specified while defining a Run.

Two types of Runs can be defined namely Base Run and Simulation Run.

e  Base Run allows you to combine different Rules and Processes together as Jobs and apply Run
Conditions and job Conditions.
e  Simulation Run allows you to replace a Job with another Job (a Job can be a Rule or a Process), in

addition to what a Base Run does.

/= OFSAA Infrastructure - Windows Internet Explorer

al Applications Infrastructure

Run Rule Framework >>

Search and Filter
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Folder
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The Run screen displays the runs created in the current Information Domain with the metadata details such
as Code, Name, Type, Folder, Version, and Active status. You can archive/restore the existing PR2
definitions using the Metadata Restore/Archive utility and also migrate PR2/RRF definitions through the
Command Line Utility across Information Domains / Setups.
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Create Run

You can create Run definitions using the existing metadata objects. The various components that can be
used to form Run definitions are mentioned in Process Hierarchy Members. The following filter conditions
can also be applied to a Run definition:

Condition Type Description

Run Condition When multiple components are selected, there is likelihood that the components may
contain Rules / T2Ts whose target entities are across multiple datasets. When the selected
components contain Rules, the target entities (hierarchies) which are common across the
datasets are made available for defining Run Conditions. When the selected components
contain T2Ts, the hierarchies that are based on the underlying destination tables which are
common across the datasets are made available for defining the Run Condition. A Run

Condition is defined as a filter on the available hierarchies.

Job Condition A further level of filter can be applied at the component level. This is achieved through a

mapping process.

To create a Run definition in the Run screen:

1. Click button from the List toolbar. The Run Definition (New Mode) screen is
displayed.

£~ Run Rule Framework - Windows Internet Explorer E=®

AAFPRODTSC

Uasier mnformation | [} Preperses

< e 2 Versen << A >

1 %] Ad v | A Move | [E) St Dutails

[
]
0 %o
[ et
=
0 «
0 s

Nen| | GClose

T
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2. Click E] button adjacent to the Folder field in the Linked to grid. The Folder Selector
dialog is displayed.

2 Folder Selecior -- Webpage Dialog

| &
List [6] Fags1/1 Jump to page
Name 4 Code
ATOMTI2SEG ATOMT32C0D
[] ATTR ATTR
] Bis BIS
[ FsB IF58
[ moia INDHLA,
] usa Usa

0w [cise

3. Select the checkbox adjacent to the required folder. Click OK.

You can also enter a keyword and click % button in the Search field of Folder Selector
dialog to locate a particular folder. The Pagination option helps you to manage the view
of existing Folders within the system.

4. Enter the details of the Master info grid as tabulated below:

Field Name Description

1D Refers to the default ID of a newly created Run and is <<New >>

Enter a valid code for the Run. Ensure that the code value specified is of maximum 30

Code

characters in length and does not contain any special characters except “_".
Name Enter a valid name for the Run.

By default the version field is displayed as <<NA>> for the new Run being created.
Version Once the Run definition is saved, an appropriate version is assigned as either “-1” or

“0” depending on the authorization permissions.
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Field Name Description

By default, the Active field is displayed as <<NA>> for the new Run being created.
Active Once the Run definition is saved, the status is set to “Yes” if you are an Authorizer

creating the Run or “No” if the created Run needs to be Authorized by an Authorizer.

Select the type of the Run from the dropdown box either as Base Run or as
Type

Simulation Run.

5. Click = button in the Master info grid. The Properties dialog is displayed.

a Properties -- Webpage Dialog

% Properties

Effective Start Date 03/02/2012
Effective End Date 03082012 |78
Last Operation Type Created

You can edit the below tabulated details in the Properties dialog:

Field Name Description
Effective Start Date Select the Effective Start Date by clicking j (Calendar) button.
Effective End Date Select the Effective Start Date by clicking j (Calendar) button.

By default, this field displays the last change done to the Run definition. While
Last operation Type

creating a Run, the field displays the operation type as Created.

6. Click OK. The properties are saved for the current Run definition.

Select Run Condition for Run

You can select conditions to preset the initialization mechanism of a Run. To select a condition for a Run in
the Run Definition (New Mode) screen:

1. Click ® button from the List grid and select Run Condition (%f). The Hierarchy
Selector screen is displayed.
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b | Hierarchy Selector -- Webpage Dialog

Search Sort
= | Ascending | | Descending
List [20] | Page 110 Jump to page Selected Hierarchies [3]
[ | name 4 Code »~ g Name
O a% A [ ~BCS00
[0 Asoo A1500 [] aBCDS00
ABCS00 ABCS00 [] A4BH-Short
ABCDS00 ABCDS00
ABH-Short ABH
[0 aBsd AB
|:| AC =d AC
[0 Amortization Type H1501
[ ass=t hierarchy ASSETHIE
[0 asset number hierarchy ASSETNUM
[0 Bank Base Role Ho022
[0 Basell Assst Class HO007
[] BazellBankRole HO023
|:| Basel Il Collateral Type HOO1&
D Baszel Il Credit Rating HoO10
[] Basel ll Credit Rating for Collateral El ... HO113
[] Basel I Credit Rating for Mitigant Risk ... HO142 3

The LHS pane of the Hierarchy Selector screen displays the available members under the selected Folder.

1. Select the checkbox(s) adjacent to the members you want to select.

2. Click E to move the selected members to the Selected Hierarchies pane.

In Hierarchy Selector screen you can:

(0]

(0]

(0}

(0}

Search for a member by specifying the nearest keyword and clicking X\ button.

The Pagination option helps you to manage the view of existing Hierarchies within the
system.

Click button to view the details of a selected member.

Click Ascending or Descending button re-arrange the selected list of members.

Click .“* or ."¥ | button to move up or move down the selected members.

Click *+=l button to remove selected members from the Selected Hierarchies pane.

3. Click OK. The selected Hierarchies are listed in the Run Definition (New Mode) screen.

Select Jobs for Run

You can select the required Jobs for the Run definition being created. To select Jobs for a Run in the Run
Definition (New Mode) screen:

1. Click ™ button from the List grid and select Job (/). The Job Selector screen is displayed.
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2 Run Rule Framework -- Webpage Dialog

Search Sort
~ | Ascending | | Descending |
List Tasks [3]
& & Process Components g Object J
{F’ Data Extraction Rules D Ffaztt
EI &) Load Data Rules 0 mw

@E File Loading Rules D AT
% Inzertion Rules

[=1- @l Tranzformation Rules

@l Database Functions-Transformations

- [ Bass Rulez

B Classification Rules

& Computation Rules

B 2% Processes

g Cubes

- (& Model

[
0

Poeling
=% Optimizer
B o, Mogel

=+ |E| Stress Testing

)h Variable Shocks

On the List pane of the Job Selector screen, you can click * button to expand the

members and view the job components. Select a Job Component and click E" to move
the component to the Tasks pane.

NOTE: You cannot select same Jobs from both Aggregate data and Create Cube components,
since those two definitions will have the same unique code.

In Job Selector screen you can also:

o Search for a component by specifying the nearest keyword and clicking X button.

0 Click Ascending or Descending button to sort the selected components in Ascending
or Descending order.

o Click -“**or .| button to move up or move down the selected components.
o Click ] button to add parameters for the selected components.

o Click *= button to remove selected components from the Tasks pane. Click OK. The
components are listed under the selected Run.

Select Job Condition for Run

You can select single Job Condition for the execution of pre defined Jobs in a Run. To select the Job
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Condition for a Run in the Run Definition (New Mode) screen:

1. Click ®button from the List grid and select Job Condition (513). The Hierarchy Selector
screen is displayed.

a Hierarchy Selector -- Webpage Dialog

Search Sort
S~ | Ascending | | Descending

List [20] | Pag= 1/10 Jump to pags Selected Hierarchies [3]
[ | name 4 Code ~ g Name
OO A% A [ 4B=d
[ asoo A1500 [JAcsd
[0 aBCs00 ABCS00 [ Amortization Type
[0 aBcDso0 ABCDS00
[0 ABH-Short ABH

ABszd AB

AC =d {2

Amertization Type H1501
[0 asset hierarchy ASSETHIE
[ asset number hirarchy ASSETHUM
[ Bank Baz= Role Ho022
[ Baszell Asset Class Ho007
[ Basell Bank Role Ho023
[0 Basell Collateral Type HoO18
[[] Basell Credit Rating HOO10
[ Basell Credit Rating for Collateral El HO113
|:| Basel Il Credit Rating for Mitigant Risk ... HO142 v

The LHS pane of the Hierarchy Selector screen displays the available hierarchies under
the selected Folder.

2. Select the checkbox(s) adjacent to the Hierarchies that you want to select as Job
condition.

3. Click B to move the selected hierarchies to the Selected Hierarchies pane.

In Hierarchy Selector screen you can also:

o0 Search for hierarchies by specifying the nearest keyword and clicking X button.

0 The Pagination option helps you to manage the view of existing Hierarchies within the
system.

0 Click U=l button to view the details of a selected Hierarchy.

0 Click Ascending or Descending button to sort the selected Hierarchies in Ascending
or Descending order.

o Click ) or . button to move up or move down the selected Hierarchies.

o Click *=] button to remove selected Hierarchies from the Selected Hierarchies pane.

NOTE: Ensure that you have selected only one Job Condition and the same hierarchy is
not selected as both Run & Job conditions.
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4. Click OK. The selected hierarchies are listed in the Run Definition (New Mode) screen.
In the List grid you can also:

o Click [ button to move a selected member between Run Condition and Job
Condition.

o Click button to view the selected member details.

Once all the necessary information in the first screen of the Run Definition (New Mode) is populated, click
Next button to navigate to the concurrent procedures of defining a Rule.

The second screen of Run Definition (New Mode) screen displays all the information you have provided in
the Linked to and Master info grids. You can view the filters you have selected in the Run Condition grid.
Hierarchical Member Selection

In the Run Condition grid, you can modify the Run Conditions you have defined in the first screen of the
Run Definition by including hierarchical members. To modify the condition of a Run Condition in the Run
Condition grid:

1. Click E=3 button adjacent to the Run Condition details. The Hierarchy Browser screen is

displayed.
= Hierarchy Browser, - Windows Internet Explorer
% Search
Code Hame 2
Basel Il Asset Class
[ = Selected Members
= Basel | Asset Class Bazsl | Azset Class
-i- ~Banks Central Counter Party
= Consumer Credit
B. Corporate Exposure
-i- r Central Counter Party
+).Other Asset Classes
; =
-!- - Public Sector Entities =
+} Public Sector Entiies
i..Mare

The Search grid allows you to search for a particular member by entering Code or any part of the Name
and clicking E2 button. You can click [Z1 button to refresh the Code or name fields. You can also find a

member in the grid using -Hl button. Click '+ and expand the members of the selected hierarchy.

-
Select a member / node and click — « to select the same. Click the « to select the member as Self, Self &
Descendants, Self & Children, Parent, Siblings, Children, Descendants, or Last Descendants. In the
Hierarchy Browser screen you can also:
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o

Click [ or [E]l to sort the members by Code or Name.
Click [ or [=lto expand or collapse the members under a node.
Click EH or EH to expand a branch or collapse a branch.

Click [l or [E to view the code values of members right or left.

O O O o

Click or [A] to show code or show name of the members.

o Click E] or E] to move the members up or down in the Selected Members pane.

2. Click T button adjacent to a filter details to launch it. The Preview SQL Query screen is
displayed with the resultant SQL equivalent of the launch result.

The Detail Information grid displays the Jobs and Job Condition defined in the primary
page of the Run Definition (New Mode) screen.

o Click E] button adjacent to the Job Names to reorder the selected Jobs.

0 Select the checkbox in the selected Hierarchy member column to apply the Job
condition.

o0 Click a Job to view the details in the Show Details screen.

You can click Back button to navigate back to the first page of the Run Definition (New Mode) screen to
modify any details.

Once all the necessary details are entered, Click Save. The Run definition is saved with the provided details
and is displayed in the Run screen. The default version of a new Run definition is “0” and the default
version of an unauthorized definition is “-1”.

The Audit Trail section at the bottom of Run Definition (New Mode) screen displays metadata information
about the Run definition created. The User Comments section facilitates you to add or update additional
information as comments.

You can view individual Run definition details at any given point. To view the existing Run definition
details in the Run screen, select the checkbox adjacent to the Run Code whose details are to be viewed.
Click & button in the List tool bar. The Run Definition (View Mode) screen is displayed with all the
details of the selected Run. Click Next and Back buttons to navigate back and forth in the Run Definition
(View Mode) screen.

You can modify all the details except ID, Code, Version, Active status, and Type of a Run definition. To
modify an existing Run definition in the Run screen, select the checkbox adjacent to the Run Code whose
details are to be updated. Click [ button in the List tool bar. Edit button is disabled if you have selected
multiple Runs.

Run Definition Versioning

The default version of a new Run definition created by an Authorizer is "0" and the one created by non
Authorizer is "-1". When you edit and save a Run, you are prompted either to overwrite the already existing
details or save the same as latest version (version "0") or to create a subsequent version wherein the
existing details are retained as of current version +1. A definition with version "-1", when edited by an
authorized user changes to "0" and an unauthorized user remains as "-1".

Copy Run Definition

The Copy Run Definition facilitates you to quickly create a new Run Definition based on an existing Run
or by updating the values of the required Run. To copy an existing Run Definition in the Run screen, Select
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the checkbox adjacent to the Run Code whose details are to be duplicated. Click button in the List
toolbar to copy a selected Run definition. The Run Definition (Copy Mode) screen is displayed. Copy
button is disabled if you have selected multiple Runs. In the Run Definition (Copy Mode) screen you can:

. Create new Run definition with existing variables. Specify a new Run Code and Folder. Click Save.

. Create new Run definition by updating the required variables. Specify a new Run Code, Folder, and
update other required details. Click Save.

The new Run definition details are displayed in the Run screen. By default, version “0” is set if you have
authorization rights, else the version is set to “-1”.
Authorize Run Definition

All the actions in a Run definition should be approved by an authorizer. An authorizer can Approve a pre-
defined Run definition for further execution or Reject an inappropriate Run definition listed within the Run
screen. If you have Authorizer function mapped to your role, the Run definition is auto Approved as you
save it and the Active status is set to “Yes”. Otherwise the Active status is “No” and can be authorized.

To Approve/Reject Runs in the Run screen, select the checkbox(s) adjacent to the required Run Codes. Do
one of the following:

e  To Approve the selected Run definitions, click & button.

e  To Reject the selected Run definitions, click @ putton.

A Run is made available for use only after the approval. For a rejected definition a comment with the
rejection details will be added.

Export Run to PDF

You can export multiple Run definition details to a PDF file. To export the Run definition details in the
Run screen:

1. Select the checkbox(s) adjacent to the required Run Codes.
2. Click == button in the List toolbar.

3. Click the 2 button in the popup. The Export dialog is displayed.
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& Run Rule Framework -- Webpage Dialog

# Export Options
Export Format PDF

Definition Type RUN

# Selected Definitions

10Apr_ST_1

Trace Options Selected Trace_Opt?on_s [21
Name A | Code g Name

Rule AL [ Rule

Process FT [ Process

Exporu Close

The Export dialog displays the Export Format, Definition Type, the names of the Selected Definitions, and
the Trace Options. To select the Trace Options in the Trace Options grid:

. Select the checkbox(s) adjacent to the available options.
. Click B button. The selected options are displayed in the Selected Trace Options pane. You can also
select a trace option and click +I button to deselect it from the Selected Trace Options pane.

Click Export. The process is initiated and is displayed in a pop-up specific to the current download. Once
the pdf is generated, you can open / save the file from the File Download dialog. You can either save the
file on the local machine or view the file contents in a PDF viewer. The downloaded PDF displays all the
details such as Linked to, Properties, Master info, Audit Trail, List, and Comments of all the Run
definitions selected.

Fire Run

The Fire Run feature in the Run screen facilitates you to execute a previously created Run. To execute a
Run:

1. Select the checkbox adjacent to the Run Code which you want to execute.

2. Click e button in the List toolbar.

3. The Fire Run screen is displayed.
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2 Run Rule Framework -- Webpage Dialog

# Run Definition

Mame Rizk Weighted Aszset Calculation - Credit Risk - BIS Standardised Approach

Reguest Type Single A

&

# Execution Mode

Batch | Create & Execute » | MIS Date 08/08/2012
Wait |Yes w | Duration 5| Seconds
# Others
Parameters SRUNSK=100
(DIM COUMIRY.V CCUNTRY NAME = 'Barbados')

Fiters

4. Inthe Fire Run screen, enter the field details as tabulated below:

Field Name Description

Name By default, this field displays the name of the selected Run.

Select the request type either as Single or as Multiple from the drop down box.

Request Type Note: A Single request creates a Batch where as a Multiple request creates Batch
group.
Batch Select the Batch either as Create or as Create & Execute.

Click j button and the Calendar is displayed. You can select the MIS Date from
the calendar.

MIS Date This field is displayed only if you have selected Request Type as Multiple with any
of the Batch mode or Request Type as Single with Batch mode as Create &

Execute.

Select the Wait value either as Yes or as No.

= Select Yes to provide the Duration in seconds after which the Fire Run status
Wait
should be displayed.

= Select No to display the Fire Run status immediately.
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Field Name Description

Enter the duration in seconds after which the Fire Run status should be displayed.

Duration
Note: This field is displayed only if you have selected the Wait value as Yes.
Enter the required parameters in the field provided.
Parameters
The parameter provided in this field is considered for Run execution.
Enter the filter details in the field provided.
Filters

The filters provided in this field are considered for Run execution.

5. Click OK. The details are saved and the Run is executed as per the Fire Run details.

You can remove Run definition(s) which are no longer required in the system by deleting from Run screen,
selecting the Run Codes whose details are to be removed and clicking the @ icon.

2.5 System Configuration

System Administrators define the Servers, Database, and Information Domain along with the other
Configuration processes such as segment and metadata mapping, hierarchy security, and designing the
Infrastructure Menu functions. System Configuration is mostly a onetime activity which helps System
administrator to make the Infrastructure system operational for usage. System Configuration activities
should be performed by the infrastructure administrator using the admin credentials. To access System
Configuration, you must be mapped to SYSADM function role within the Infrastructure system.

2.5.1 Segment/Metadata Mapping

Segment refers to a logically divided part of the whole object based on specific requirement.
Segment/Metadata Mapping in the System Configuration section facilitates you to map/unmap the required
business metadata definitions such as measures, hierarchies, cubes, and attributes to the selected segment
within a specific Information Domain. Based on the mapping, users mapped to the segment are restricted to
access only the relevant metadata to view and edit during metadata maintenance and information security.
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Metadata Segment Mapping

= Map Metadata

Infcrn{\@icn Domain BASELINF2
User Segment BASELSEG
@ Measure () Hierarchy (7) Cube () Aftribute
Available Metadata Selected Metadata

No Metadata

M0001-M5R - Non Sec Outstanding Principal
M0001CRP-Original Exposure Pre Conversion Factors
MO002CRP-Of Which Arising from Counterparty Credit Risl
MO003CRP-Value Adjustments and Provisions Associated
MO004CRP-Guarantees

MO005-MSR - Non Sec Add On Percent

MOOOSCRP-Credit Derivatives

m s

MO00E-MSR - Non Sec Notional Principal L—b
MO00DECRP-Financial collateral zimple method
MO007-MSR - Non Sec Current Exposure Amount F_:

MO007CRP-0Other funded credit protection

MOOQ0E-MSR - Mon Sec Undrawn Amount

WMO002CRP-Total Outflows d:l
MO00S-MSR - Non Sec CCF Percent

MOO0SCRP-Total Inflows -

MO010CRP-Volatiity adjustment to the exposure 0.=]
M0011-KM3R - Non Sec Double Default Flag

M0011CRP-Financial collateral adjusted value (Cvam)

M0012-KMSR - Non Sec Probability of Default

001 2CRP-Volatiity and maturity adjustments

M0013-MSR - Non Sec Loss Given Default i

You (System Administrator) need to have SYSADM function role mapped to your role to access
Segment/Metadata Mapping section. You can access Segment/Metadata Mapping in LHS menu of System
Configuration. By default the Metadata Segment Mapping screen displays the Information Domain Name
to which you are connected along with the metadata details of Measure.

Map Metadata Definitions

You can map/unmap the required business metadata definitions to a segment available within the selected
Information Domain. To map the required metadata definitions, do the following:

1. Select the required User Segment from the drop-down list.

2. Select the required metadata definition as Measure, Hierarchy, Cube, or Attribute. The
defined metadata are listed in the Available Metadata pane.

3. Map/Unmap the required metadata by doing the following:

0 To map a metadata, select the metadata from the Available Metadata list and click L=
button. The metadata is added to the Selected Metadata pane. You can press Ctrl key
for multiple selections.

0 To map all the listed metadata definitions, click L—j button.

0 To remove a metadata mapping, select the metadata from the Selected Metadata list
and click *=l button.

0 To remove the entire metadata mapping, click <l putton.

4. Click Save to save the metadata mapping details. The screen is refreshed displaying the
mapping results.
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5. Click Show Details to view the results in detail.

You can modify the mapping at any point and the mapping table is updated only on saving the mapping
details. When a metadata definition such as measures, hierarchies, cubes, and attributes are removed from
the Information Domain, the same is updated in the mappings table.

2.6 Administration

Administration facilitates system administrators to define the security framework with the capacity to
restrict access to the data and metadata in the warehouse, based on a flexible, fine-grained access control
mechanism. The document deals with Saving Metadata activity of the system administrator. For more
information on the Administration related activities, refer to the OFS Basel Regulatory Admin Guide.

You (System Administrator/System Authorizer) need to have SYSATH, SYSADM, and METAAUTH
function roles mapped to access the Administration framework within the Infrastructure system.
Administration is available within the tree structure of left hand side (LHS) menu in the Infrastructure
home page. Click + to expand and view the Administration sections in detail.

2.6.1 Save metadata

Save Metadata within the Infrastructure system facilitates you to resave the changes done to an authorized
metadata for the selected Information Domain. When you resave metadata, all the existing metadata
definitions are updated with the current changes along with the current modified date.

Metadata Resave

Metadata Resave

# Metadata Details

Information Domain BASELINFZ
‘@ Hierarchy Derived Entity Map
Available Metadata Selected Metadata

Hedge In effective Pair

100 pet RW for Corporates
AFC Indicator

Actual Buginess Days
Aftribution Analysis Rule Change Indicator - Advance Appro L'."
Attribution Analysis Rule Change Indicator - Simple Approacl

Attribution to multiplication factor

Automatic Cancellable Facility F’
BCH - Backed by Mertgage

BCH - Financial Statement Disclosure Indicator

BCB - LTV Ratio tl
BCH - Non Sec OTC Indicator
BCB - Residual Maturity Band
BCB - Underlying Type
Balance Phase In Capital Component Group f.=]
Bank Base Role

Bank Cap Consl Approach

Bank Collateral Type

Bank Egquity lssuer Type

Bank Holds Debt of the Company -

You (System Administrator) need to have SYSADM function role mapped to access the Metadata
Authorization within the Administration framework of the Infrastructure system. The Metadata Resave
screen displays the list of Available Metadata for Hierarchy (default) for the selected Information Domain.
To resave metadata in the Metadata Resave screen:

m
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1. Filter the metadata type be selecting Hierarchy, Derived Entity, or Map. The list of
Available Metadata is populated. Do one of the following:

0 Select the required metadata from the Available Metadata list and click I-T“button.
You can press Ctrl key form multiple selection.

0 To select all the Available Metadata, click lE: button.
0 You can also deselect a metadata by selecting from the Selected Metadata list and
clicking 1 icon or deselect all the selected metadata by clicking ::'Jbutton.
2. Click Save and update the metadata changes.

Once the details are updated, you can click Show Details to view the status. You can also click Reset to
clear the selection.

2.6.2 Utilities

Utilities refer to a set of additional tools which helps you to fine tune a defined process or maximize and
ensure the security of a database based on your need. The Utilities within the Administration framework of
Infrastructure system facilitates you to maintain the data in the Oracle database using the various
administrative tools. You can define the user access permissions, batch securities, upload attributes, find
metadata difference, and migrate source objects to target database.

You (System Administrator) need to have SYSADM function role mapped to access the Utilities section
within the Infrastructure system. You can access Utilities section within the Administration framework
under the tree structure of LHS menu.

UserGroup--Batch Execution Map

UserGroup-Batch Execution Map facilitates you to map the required UserGroup to the defined Batch(s)
before you execute them from Batch Execution or Batch Scheduler screen. You can map multiple user
groups of an Information Domain to different batches. If a user is mapped to multiple UserGroups, the
combined list of batches mapped to these user groups is available in the Batch Execution or Batch
Scheduler screen for execution.

The default UserGroup of a user who has created the batch has the maximum Precedence Value among the
other UserGroups and is automatically mapped for execution. An explicit mapping of this UserGroup to the
Batch is not required.

You (System Administrator) need to have SYSADM function role mapped to access the UserGroup-Batch
Execution Map within the Utilities section of the Infrastructure system. The UserGroup-Batch Execution
Map screen displays the list of defined Batches for the selected Information Domain along with the other
details such as Batch Name and Batch Description. You can filter the list of defined batches which are
created in Batch Maintenance, Advanced Analytics Infrastructure, or in Rules Framework. By default the
list displays the batches defined in the Batch Maintenance screen. To Map UserGroup to the required Batch
in the UserGroup-Batch Execution Map screen:

1. Select the Information Domain from the drop down list. By default, the screen displays
the Information Domain to which you are connected.

2. Select the Groups from the drop down list. The list consists of all the User Groups
mapped to the selected Information Domain. The screen is refreshed and the list of
defined batches is populated.

3. You can also search for a specific user group by clicking Search and specifying the User
Group Name in the User Maintenance-Search screen. Click OK.
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4. Select the checkbox adjacent to Batch Maintenance (default), Advanced Analytics
Infrastructure, or Rules Framework and filter the list of batches. You can also select ALL
to list all the defined batches for the selected Information Domain.

5. Map UserGroup to Batch(s) by doing the following:
0 To map batch(s) to the selected UserGroup, select Batch Map checkbox.
0 To map all the batches to the selected UserGroup, click Check All.
0 You can also click Uncheck All to remove all the mapping.

6. Click Save to save the UserGroup-Batch mapping details.

2.7. Data Quality Framework

Data quality refers to finding out expected or known anomalies in data provided. This application allows
you to define 8 different criteria as per business requirement. Thus, one can define more than one criterion
for a column. This helps in performing rigorous quality checks on the data. The application provides the
query right at the time of the definition so that you can ensure that the application notifies data elements as
per requirement.

You can define the severity of the check which reflects the criticality of check .The options available are
‘Error’, Warning’ or ‘Information’. When you define these checks, approval is mandatory before the
checks are executed. For more information on Data Quality Checks, refer to the OFS Analytical
Applications Infrastructure User Guide.

NOTE: Assignment type has code and leaf members that are created/populated using AMHM screen,
which is a part of EPM products.

2.8. Stress Testing Framework

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 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 also facilitates banks to conduct analysis to estimate the impact of movements in
the variables on specific measures such as profitability and capital adequacy.

Stress Testing within the infrastructure system is an integrated framework which supports the stress testing
requirements across the entire suite of OFSAAI products. It allows banks to define shocks and assess the
impact of such shocks across multiple business areas. For more information on the Stress Testing
Framework, refer to the OFS Analytical Applications Infrastructure User Guide.
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Chapter 3  Basel Regulatory Capital Basic Application
3.1 Scope of the Application

The Oracle Financial Services (OFS) Basel Regulatory Capital application is categorized into two versions:
OFS Basel Regulatory Capital Basic and OFS Basel Regulatory Capital Internal Rating Based Approach.
OFS Basel Regulatory Capital Basic supports the Standardized approach and its variants for the BIS
Jurisdiction, Standardized approach for the Indian, Islamic Banking, Brazilian, and CBRC Jurisdictions.
OFS Basel Regulatory Capital Internal Ratings Based Approach is based on the approaches supported by
the OFS Basel Regulatory Capital Basic Application as well as the Advanced approaches for BIS, USA,
and CBRC Jurisdictions.

The versions of the guidelines supported by the Oracle Financial Services Basel Regulatory Capital Basic
application, Release 6.0.0.0.0 are as follows:

. BIS Jurisdiction: For the BIS jurisdiction, the following approaches for Risk Weighted Assets
(RWA) and Capital Adequacy Ratio computations are supported:

Basel |
Credit Risk
0 Non Securitization — Standardized Approach
Capital Structure

Basel 11 and Basel 111

Capital Structure
Credit Risk
0 Non Securitization — Standardized Approach
0 Securitization - Standardized Approach
Market Risk
0 Market Risk — Standardized Approach
0 Market Risk — Internal Model Method (IMM) Approach
Operational Risk
0 Operational Risk — Basic Indicator Approach
0 Operational Risk — Standardized Approach
0 Operational Risk — Alternate Standardized Approach

. Indian Jurisdiction: In the Indian jurisdiction, the following approaches for RWA and Capital
Adequacy Ratio computation are supported:

Credit Risk

0 Non Securitization — Standardized Approach

0 Securitization - Standardized Approach
Market Risk

0 Market Risk — Standardized Approach
Operations Risk
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0 Operational Risk — Basic Indicator approach
Capital Structure

. Islamic Banking: In the jurisdiction of Islamic Banking the following approaches for RWA and
Capital Adequacy Ratio computation are supported:

Credit Risk

0 Non Securitization — Standardized Approach

0 Securitization - Standardized Approach
Market Risk

0 Market Risk — Standardized Approach
Operational Risk

0 Operational Risk — Basic Indicator approach
Capital Structure

0 Supervisory Discretionary Formula

. Brazilian Jurisdiction: In the jurisdiction of Brazil the following approaches for RWA and Capital
Adequacy Ratio computation are supported:

Credit Risk
o0 Non Securitization — Standardized Approach
Market Risk
0 Market Risk — Standardized Approach
Operational Risk
0 Operational Risk — Basic Indicator approach
0 Operational Risk — Alternative Standardized Approach
0 Operational Risk — Simplified Alternative Standardized Approach
Capital Structure

e  CBRC Jurisdiction: In the jurisdiction of CBRC the following approaches for RWA and Capital
Adequacy Ratio computation are supported:

Market Risk

0 Market Risk — Standardized Approach
Operational Risk

0 Operational Risk — Standardized Approach
Capital Structure

The versions of the guidelines supported by the Oracle Financial Services Basel Regulatory Basic
application, Release 6.0 are as follows:

. BIS Jurisdiction: International Convergence of Capital Measurement and Capital Standards, June

2006.
e  Basel Ill: A global regulatory framework for more resilient banks and banking systems, Dec 2010
(rev June 2011)
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. India Jurisdiction: RBI-Final Guidelines of April 2007 and Amendments to Final Guidelines issued in
March 2008.

. Islamic Banking Jurisdiction: IFSB: Capital Adequacy Framework issued in December 2005 and
January 2009.

e  Brazilian Jurisdiction: Circulars issued by Banco Central Do Brasil which are as follows:
0 CIRCULAR 3.360: Credit Risk issued in December 2007
0 CIRCULAR 3.383: Operational Risk issued in April 2008

0 CIRCULAR 3.361, 3.362, 3.363, 3.364, 3.366, 3.368 and 3.3369: Market Risk issued
in September 2007

0 CMN Resolutions 3.490: Capital Requirement issued in August 2007.

0 CBRC Jurisdiction: Supervisory guidelines on Capital Adequacy Ratio of Commercial
Banks issued by the China Banking Regulatory Commission (CBRC) for Basel Il
adoption in Chinese Banks on 1st October 2008.

In the OFS Basel Regulatory Capital Release 6.0.0.0.0, rules relating to ‘Basel Il1l: A global regulatory
framework for more resilient banks and banking systems, Dec 2010 (rev Jun 2011)" have been introduced. The
following enhancements have been introduced in this Release for the BIS jurisdiction:

o Capital Buffer: As introduced in the Basel 111 Accord, the application calculates the following additional
capital buffers, (i) a mandatory capital conservation buffer of 2.5% and (ii) a discretionary countercyclical
buffer, which allows national regulators to require up to another 2.5% of Risk weighted assets during
periods of high credit growth. Loss absorbency is also required to be met as an extension of Capital
Conservation Buffer. The application supports the calculation of additional capital surcharge requirements
in the case of Global systemically important banks (G-SIBs).

. Leverage Ratio: The application calculates the Leverage Ratio for a Reporting Bank. The application
supports calculation of Capital measure and Exposure measure that are used in the calculation of
Leverage Ratio.

. CVA Risk: The application supports the calculation of CVA Risk Capital charge (as introduced in the
Basel Il accord) in addition to counterparty default risk charge for Over the Counter derivative
portfolio.

3.2 Attribution Analysis

Attribution Analysis functionality is introduced in the application as a method to analyze the impact of
various attribution variables, on the change in Risk Weighted Assets (RWA). It analyzes the capital ratio of
the bank across two runs, which are a quarter apart or even a year apart. This functionality enables you to
understand the cause of an RWA increase or capital ratio decrease. This become possible by providing
them with a causal analysis of various control factors in attribution classes such as Credit Risk, Market
Risk, Operational Risk, and Capital Structure categories.

Attribution variables are clubbed together under Attribution categories which are further under the
attribution classes. But you can include other categories, depending on the attributes you need to analyze.
Thus you can select or deselect the relevant categories for the analysis. In short, Attribution Analysis
feature is flexible and enables you to customize the categories and variables to suit your portfolios for
analysis.
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Attribution Analysis — User roles and access are not supported in out-of-box product
Workaround:

Attribution analysis supports the role based user access. The roles are not defined in OOB currently. These
roles need to be defined on site. Suggested roles and access are as follows:

e Credit Risk Analyst - view/add/edit/map attribution variables for Credit Risk Class

o Market Risk Analyst - view/add/edit/map attribution variables for Market Risk Class

e Operational Risk Analyst - view/add/edit/map attribution variables for Operational Risk Class

e Capital Analyst - view/add/edit/map attribution variables for Capital structure

e Credit Risk Authorizer - view/authorize the control variable definitions and mappings for Credit Risk Class

e Market Risk Authorizer - view/authorize the control variable definitions and mappings for Market Risk
Class

e Operational Risk Authorizer - view/authorize the control variable definitions and mappings for Operational
Risk Class

e Capital Authorizer - view/authorize the control variable definitions and mappings for Capital structure
e Enterprise Risk Analysts and Authorizers will have access to control variables for all classes

e  Super user will have all the above rights as well as the right to add a new class and map user role to it

3.2.1 Credit RWA

This functionality is useful for the risk analysts in a scenario, where your RWA has increased and capital
ratio has decreased, as compared to the previous quarter when the business growth has been static. The
Basel application performs necessary analyzations to find the root cause behind the Credit RWA attribution
changes, based on various contributing factors.

Non Securitized Attribution Categories under Credit RWA

The attribution categories that contribute to the attribution analysis for Non-Securitization are the
following:

e Rating Migration: Rating migration (downgrade or upgrade) leads to a direct impact on the risk
weights applied to the credit risk exposures.

e Exchange Rate Fluctuations: Change in exchange rate of the reporting currency with respect to the
major currencies in the bank's portfolio impacts all the inflows and outflows.

o Effective Maturity: Effective maturity impacts the EAD calculation for advanced approaches.
Change in effective maturity leads to a change in RWA for the credit exposures of the advanced
approaches.

e Provisioning: Change in the provisioning amount leads to a change in the exposure amount, which
is at risk. This further leads to a change in RWA. Any change in loss provisioning amount can also
be attributed to the change in corresponding RWA.

e Past Due Analysis: Change in the number of exposures and the amount of past due exposures
impacts the risk weights. The handling of the same leads to a change in RWA for Credit Risk.
Between the two runs, if the status of the exposures changes from current to past due or vice versa,
the RWA's for those exposures and the difference of the two sets of RWASs can be computed.

ORACLE
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e Net Business Growth: Change in number and amount of exposures indicate the net business
growth of the bank. The change in RWA due to this factor can be attributed to business growth.
The application determines the new exposures and the exposures that have been closed by
comparing the list of the two runs. The difference in the RWA's provide the impact on RWA's of
the Net Business Growth.

e Collateral Valuation: Keeping the mark-to-market value of a collateral against an exposure change
leads to a change in the post mitigation RWA of that exposure. Thus, this impacts the overall
Credit RWA and capital ratio. The application monitors the mark-to-market values of the
collaterals that are kept to mitigate the risk arising out of the exposure. The change in such values
are used to identify the change in the RWA across two runs and attribute that difference to these
amounts.

e Probability of Default: Any change in the macroeconomic variables impacts the probability of
default percentages of the customers. This in turn leads to the change in RWA. Since directly
monitoring the changes in the macroeconomic variables like GDP is not possible, the application
monitors the changes in the parameters such as PD that are impacted by them. The change in the
PD value of a customer across two runs can contribute to the RWA change for the portfolio.

e Loss Given Default: Any change in the macroeconomic variables impacts the LGD percentages of
the exposures. This leads to the change in RWA. Since it is difficult to directly monitor the
changes in the macroeconomic variables like GDP, the application monitors the changes in the
parameters such as LGD that are impacted by them. The change in the LGD value of an exposure
across two runs can contribute to the RWA change for the portfolio.

e  Write-Offs: Number of exposures written off in the latest run as compared with those in the
previous run provides an insight into the impact on RWA due to write-offs. This help in attributing
the RWA change accordingly.

e Exposure Amount: Comparing the exposure amounts of an exposure across the two runs helps in
getting an insight into the impact on RWA due to the exposure amount changes.

e Others: This captures the changes in RWA across two runs which could not be attributed to any of
the preceding reasons. Computation for this depends on the variables selected while defining an
attribution analysis.

Securitized Attribution Categories under Credit RWA

The attribution categories that contribute to the attribution analysis for Securitization are the following:

o Due Diligence Requirement: Any change in the due diligence requirement impacts the exposure
amount and the RWA of those credit exposures where Basel methodology opted for the run is
gross up approach and hence help us to attribute the RWA changes accordingly.

e Rating Migration: Rating migration (downgrade or upgrade) leads to a direct impact on the risk
weights applied to the credit risk exposures.

e Net Business Growth: Change in the number of exposures and amount indicates the net business
growth of the bank. The change in RWA due to this factor can be attributed to business growth.

e Exchange Rate Fluctuations: Change in the exchange rate of reporting currency with respect to the
major currencies in the bank's portfolio impacts all the inflows and outflows which have the
natural currency as the one for which the exchange rate has been impacted.

e  SSFA Parameter Impact: Tracking the changes in the RWA as a result of change in the risk weight
across two runs where there is no change in the due diligence requirement and bank opts SSFA
methodology.

3.2.2 Capital Structure Attribution Categories
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The following are the attribution categories for Capital Structure:

Common Equity Tier 1 Capital: Changes in the CET1 amounts leads to a change in capital ratios.
The changes can be monitored from the following attribution variables and the change in capital
ratio can be attributed to the same:

o Paid up equity capital
Share premium
Undisclosed Reserves
Retained Earnings

Accumulated Other Comprehensive Income

O O O o o©o

Minority Interest
0 Regulatory Adjustments for CET1

Additional Tier 1 Capital: Changes in the AT1 amounts lead to a change in capital ratios. The
changes can be monitored in the following attribution variables and the change in capital ratio can
be attributed to the same:

0 Instruments eligible for AT1

0 Share Premium from Instruments Eligible for AT1
0 Minority Interest for AT1

0 Regulatory Adjustments for AT1

Tier 2 Capital: Changes in the Tier 2 amounts lead to a change in capital ratios. The changes can
be monitored in the following attribution variables and the change in capital ratio can be attributed
to the same:

0 Instruments Eligible for T2

0 Share Premium from Instruments Eligible for T2
0 Minority Interest for T2

0 Loan Provisions

0 Regulatory Adjustments for T2

Transition: Due to the phase-in and phase-out timelines for Basel Il implementation, capital
compositions and deductions may change. This may lead to a difference in the capital ratios. The
application identifies the changes in capital compositions and the deductions introduced due to the
transition phases and attributes the capital ratio changes to the same accordingly.

Others: This captures the change in Total Capital Ratio across two runs which could not be
attributed to any of the preceding reasons. Computation for this depends on the variables selected
while defining an attribution analysis.

3.2.3 Market RWA

Attribution analysis for changes in Market RWA is computed for certain control variables, which are
essentially the different approaches used for arriving at the RWA. Computation on each control variable is
further divided based on the risk types. This section explains such various attribution variables and
recognizes the changes in RWA corresponding to these variables. This functionality in the application
enables you to understand how the RWA does has increased and capital has declined as compared to the
previous quarter even when the business growth is static.

The market risk attribution variables are detailed here:

ORACLE

Oracle Financial Software Services Confidential-Restricted 7



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

e Exchange Rate Fluctuations: Change in exchange rate of the reporting currency with respect to the
major currencies in the bank's portfolio impacts all the inflows and outflows.

e Net Business Growth: Change in number and amount of exposures indicate the net business
growth of the bank. The change in RWA due to this factor can be attributed to business growth.
The application determines the new exposures and the exposures that have been closed by
comparing the list of the two runs. The difference in the RWA's provide the impact on RWA's of
the Net Business Growth.

e Rating Migration: The migration of ratings impact the market risk exposures as it increases the
specific risk capital charge that is applied to interest rate securities. Rating migration impact can
be seen on the IR exposures where the specific risk charge is applied based on the counterparty
ratings. According to the jurisdictions, whichever exposure category considers ratings, the
exposure amount of those exposures impacts market RWA. Ratings of the various counterparties
can be tracked and the change in exposure amounts with the change in ratings are provided as an
end result.

e Carrying Value: The change in carrying value of the positions (market value) is responsible for the
movement in exposure value without any new business growth accounted for. This impacts RWA.
The application monitor the market value changes (carrying value) excluding the exposures or
positions added in the new run. Thus this change and the corresponding change in RWA becomes
an attribute for analysis.

e Bond Rates: The change in the interest rates of the bonds are monitored by the application. This is
useful in analyzing the impact of an interest rate movement on RWA due to market risk.

e Greek Impact: The change in the Gamma and Vega impact for the exposures leads to a change in
General Risk Charge, hence change in the RWA computed for market risk.

e Others: This captures the change in Total Capital Ratio across two runs which could not be
attributed to any of the preceding reasons. Computation for this depends on the variables selected
while defining an attribution analysis.

3.2.4 Operational RWA

This section details about various attribution variables and recognizes the changes in RWA corresponding
to these variables. It also explains about attributing such changes in RWA and capital ratio to the
appropriate Attribution Variable. This functionality of the application enables you to understand why the
RWA has increased and capital has decreased as compared to the previous quarter when the business
growth was static. This feature identifies the root cause of RWA changes by analyzing various contributing
factors.

Attribution analysis for changes in Operational RWA is computed for the following control variables,
which are the different approaches used for arriving at the RWA:

e Exchange Rate Fluctuations: Change in exchange rate of the reporting currency with respect to the
major currencies in the bank’s portfolio impacts all the inflows and outflows.

e Net Business Growth: Change in number and amount of exposures indicate the net business
growth of the bank. The change in RWA due to this factor can be attributed to business growth.
The application determines the new exposures and the exposures that have been closed by
comparing the list of the two runs. The difference in the RWA's provide the impact on RWA's of
the Net Business Growth.

e  Pre Projection Net Revenue (PPNR): PPNR is computed as following:
Net Interest Income + Non Interest Income - Non Interest Expense

Change in PPNR can be computed across the two runs by comparing the preceding calculation for
both the runs and reporting the difference as per the reporting requirements provided.
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e Gross Income: For this Attribution Variable category, the following attribution variables are
monitored to attribute the impact of change in gross income due to the listed attribution variables
over the Operational RWA:

. Net Interest Income

. Net Non-Interest Income

. Provisioning

. Operating Expenses

. Gain or Loss from Sale

. Gain or Loss Position on Net Interest Income
. Irregular gain or loss from Insurance

. Income from Insurance

e Others: This captures the change in Total Capital Ratio across two runs which could not be
attributed to any of the preceding reasons. Computation for this depends on the variables selected
while defining an attribution analysis.

For more information the Attribution Analysis screen, refer to Attribution Analysis GUI section.
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Key Operational Concepts of the Application

4.1.1 Issue vs Issuer Rating Assignment

Rating assignment for the unrated exposures needs to be based on issue vs. issuer rating assessment and/or
multiple rating assessment. This is as per the guidelines and follows the following sequence to arrive at the
final rating applicable to the unrated exposure. The issue versus issuer assessment is applicable for
corporate, foreign bank asset class. It includes asset classes for which Risk weight is based on rating.

All exposures which are assigned unrated code are sent to the interface logic in the following process:

Sequence no

Check

Treatment

Remarks

1 Inference from issued | All unrated claim will go for rating inference from | This step is applicable for
debt rated issued debt from the counterparty. | issued debt and not for
Validation is carried out for Seniority, residual | own claim.
maturity and currency. Multiple — assessment is
Benefit in terms of lower risk weight is applicable | applied post increase in
only if unrated claim is ranked pari- passu or | risk weight level.
senior claim. Rating is updated as
If any issue of the same counterparty has higher | inferred from rated claim.
risk weight, higher RW will be inferred for unrated | No equivalent rating is
issue on the same counterparty. If unrated issue | applied based on long
is senior issue than lower risk weight is not | term/short term nature of
inferred. unrated claim.
In case if there are multiple reference issues with
multiple risk weight, multiple assessment is
applicable.
2 Issuer rating inference || All unrated claim will go for rating inference from | Issuer rating is applied as
issuer. is. No equivalent rating is
Issuer rating is subjected to multiple assessment | @Pplied based on long
if required. term/short term nature of
unrated claim.
3 Comparison of | The rating and risk weight inferred from step 1 | No equivalent rating is
reference issue rating | and step 2 above will be subjected to multiple | applied based on long
and issuer rating assessment to obtain the final rating of the claim. term/short term nature of

unrated claim.

4.1.2 Risk Weighted Assets Calculation

ORACLE
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Credit Risk

The application supports the computation of Credit Risk Weighted Assets (RWA) as per the guidelines laid
out in the Basel Accord. Credit RWA computation is broken down to Credit Risk for non securitized
exposures and Credit Risk for securitized exposures.

Non Securitization

For Credit Risk for non securitized exposures, the application follows Standardized Approach.

Standardized Approach
Standardized Approach consists of the following:
. Banking Book Products
. Credit Risk Mitigation
0 Over the Counter Derivative Products
. Securities Financing Transaction

Banking Book Products

Overview

All the credit risk exposures are identified by their product types, counterparty types and their
corresponding asset classes by the application. A sample list of products types, party types, mitigant type,
credit ratings are pre-defined in the application. However, this list and naming convention differs from one
bank to another. Hence, the application re-classifies the bank’s data into standard data as per the accord.
The application reclassifies the bank’s product types and party types to Basel standard product and party
types. Then based on Standard Basel product and party types, it forms an asset class for each exposure. For
equity exposures, the asset class is formed on the basis of equity type and Basel product type. The
application does further data processing based on these standard reclassifications.

Some exposures may be hedged against credit risk through various mitigants like guarantors, collaterals,
credit derivatives, etc. These provide certain mitigation to credit risk and should be considered while
computing Credit RWA as per Basel norms. Hence, the application calculates both pre-mitigation exposure
amount and post-mitigation exposure amount.

Based on the asset class, the application calculates the pre CRM EAD for each exposure. This value
signifies the maximum loss that the bank can take in case of default on this exposure, prior to considering
any mitigation effects. Through CRM (Credit Risk Mitigation) process, the bank takes into account the
mitigation effect and calculates the post mitigation exposure at default amount. This signifies the maximum
loss that the bank may undergo in case of default on this exposure, after considering all the mitigation
effects.

The application also computes pre mitigation risk weighted assets (Pre CRM RWA) and post mitigation
risk weighted assets (Post CRM RWA) by multiplying the respective EAD by risk weight. The risk weight
in this case is arrived at by looking at the credit rating of the exposures and mitigants as per the Basel
guidelines.

Some credit risk exposures that fall under the category of internal transactions like holding owned
subsidiaries shares or investment in its capital, reciprocal cross holding, and so on are treated separately
under capital structure.

Process Flow
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Rating Information Processing

v

Data Population

¥

Currency Conversion

¥

Reclassification

¥

Pre-CRM EAD Computation

v

RiskWeight Assignment

¥

Pre-CRM RWA Computation

. Rating information processing:

Pre processing steps: Data for credit ratings need to be updated in the application via following ratings
tables:

Accounts Rating Table (STG_ACCOUNT_RATING_DETAILS)- Ratings of all credit risk non securitized
exposures except for investment exposures (one that are in stg_investments), securitized exposures, and
securitized tranches.

The value in F_CAPITAL_CHARGE_EXCLUSION column of STG_INVESTMENTS table is expected as
a download value. When the value of F_CAPITAL_CHARGE_EXCLUSION is "Y', it indicates that the
exposures will not be processed further in FCT_NON_SEC EXPOSURES table. Also, these exposures will
be excluded form capital charge calculation.

Instrument Rating Table (STG_INSTRUMENT_RATING_DETAILS)- Ratings for all market risk
exposures , investment exposures subject to credit risk (one that are in stg_investments), and mitigants.

Party Rating Table(STG_PARTY_RATING_DETAILS)- Credit Rating for all customers and issuers.
Sovereign Rating Table(STG_SOVEREIGN_RATING_DETAILS) - Credit Rating for all countries.

Processing Steps: Banks obtain credit ratings from different sources and these are provided as input in
the application through the four rating tables. The application re-classifies the rating information to
Basel standard ratings.

The rating reclassification lookup table (fsi_rating_classification) is used to reclassify all the bank
ratings to their Basel ratings. This is done so that the reclassification rule need not be repeated for
each of the rating processing tables. Ratings are populated from the stage tables to FSI tables using
the lookup table to fetch reclassified rating. Once the application identifies the reclassified ratings,
risk weight rules update the risk weights in the rating risk weight mapping table. Then, the multiple
assessment DT updates the rating and the risk weights to the exposures. For each exposure, the
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application checks the risk weight yielded by each of its ratings and assigns the second greatest risk
weight and the rating that yields such risk weight to the exposure.

For unrated non securitized exposures, the application does an issue issuer assessment as per the
guidelines of Basel Accord. This is done to infer a rating of the unrated exposures, based on the rating
of a similar instrument (referred as reference issue hereafter) issued by the same issuer. The reference
issue is used only when it is of the same currency as the exposure and the exposure is senior or
equivalent to the same.

. Data population:

Pre processing steps: Credit Risk exposures data needs to be loaded in the application for all the
product types through their respective input tables known as Product Processors. Main categories of
CR non sec exposures, along with their respective table names that are used for data input are as
follows:

Table name for data input

Higher Level Product Type

(Also known as Product Processor)

Bills

STG_BILLS_CONTRACTS

Credit Cards

STG_CARDS

Swaps STG_SWAPS_CONTRACTS
Futures STG_FUTURES

Guarantees STG_GUARANTEES
Investments STG_INVESTMENTS

Lease Contracts

STG_LEASE_CONTRACTS

Letters of Credit

STG_LC_CONTRACTS

Loans

STG_LOAN_CONTRACTS

Money market instruments

STG_MM_CONTRACTS

Overdraft

STG_OD_ACCOUNTS

Options

STG_OPTION_CONTRACTS

Re purchase contracts

STG_REPO_CONTRACTS

Equity Exposures

STG_EQUITY EXPOSURES

Underlying exposures for repo
contracts

STG_UNDERLYING_EXPOSURES

Credit Derivatives

STG_CREDIT_DERIVATIVES

Processing steps: Stage data from the Product Processors or other stage tables is populated in the
required tables. All product processor data goes to one common Fact table for all non sec exposures
(fct_non_sec_exposures), except equity data, which is first populated in the respective equity table
(fct_equity_exposures) and is then populated in the common Fact table for all non sec exposures. For
more information on the list of columns to be populated within each table, refer to the Download
Specifications document.

Shareholding Percent multiplication: The exposure amount that is a part of input data (product
processors) is the exposure amount for solo entity. However, in case of a consolidated Run, the parent
exposure is considered only on the basis of shareholding percentage, based on the following
calculation:

Exposure amount X share holding percent = Updated Exposure Amount

where Share holding percent is allotted a value by the application during the process- Capital
Consolidation in the rule ‘Cap Consl Effective Shareholding Percent for an Entity’.

DRACI—E Oracle Financial Software Services Confidential-Restricted 13



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

This assignment happens using the Rule ‘<Attribute > Shareholding Percent Multiplication’. The Rule
relates to para 28 of the Basel Il Accord. Following attributes undergo shareholding percent
multiplication:

0 Outstanding Principal

0 Current Exposure Amount
o Undrawn Amount

0 Exposure Market Value

0 Exposure Accrued Interest
0 Provision Amount

0  Write Off Amount

0 For OTC products, Notional Principal and Contract Amount undergo shareholding
percent multiplication.

. Currency Conversion: In this step, the application converts amount data columns that are in natural
currency to reporting currency columns which are used for further calculations. The column names
suffixed as ‘_ncy’ are in the natural currency and they are multiplied by currency conversion factor to
populate values in the reporting currency. The rule Reporting Currency Code Assignment is used to
assign the reporting currency in case of a RRF execution.

NOTE: The data populated in the Product Processor is expected in natural currency of the
exposure.

SETUP_MASTER table is a setup table, used to provide the setup information of a Run. It can be
used to set the default values of Rate Data Source Code or Standard Currency Code, which will be
used in cases when the values are missing. For example: if the SETUP_MASTER is set as
mentioned in the table below, then BLOOMBERG will be used to determine the Rate Data Source
Code during currency conversion. If the Rate Data Source Code in DIM_ORG_STRUCTURE is
missing, then USD will be used as the destination currency code.

V_COMPONENT _CODE | V_COMPONENT DESC V_COMPONENT_VALUE
DEFAULT_FX_RATE_SRC | Default Rate Data Source Code | BLOOMBERG
STD_CCY_CD Standard Currency Code usD

NOTE: Rule Reporting Currency Code Assignment is set to ‘USD’ out of box, but can be
modified to any other currency. The reporting currency selection can be done in the Run execution
screens, if the Run is executed from the Run Execution Screen.

Currency conversion is performed on multiple tables to convert the values from its natural currency to
reporting currency. The steps which are performed for the currency conversion are as follows:

The table Stage Forward Exchange Rates stores the details about the pair of currencies and the
corresponding exchange rate to perform the same with the extraction date for which the forward
exchange rate is provided. This table also contains the information about the data source from which
the exchange rates have been quoted and the tenor which is used to identify the period for which the
forward exchange rate is applicable for.

The data from this table is populated to Exchange Rates fact table through the common batch which
is executed in the beginning. The initial data populated hereby contains the default run skey which is
set to -1. Only the records with tenor 0 are used for the purpose of currency conversion for which the
spot exchange rate is required.
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After populating the data in the table, in each Run, all the exchange rates are updated based on the
conditions at the time of execution to account for the increase or decrease in the exchange rates. A
Rule is used which updates the exchange rates and populates the corresponding run skey which is then
used for currency conversion in that particular Run. The exchange rates are then moved into the table
wherever currency conversion is required. This is performed in the product processor data population
step.

Different legal entities may use the exchange rates quoted by different data sources. Hence, the
column which contains the information about the data source in the table Exchange Rates is
compared with the required data source for a legal entity stored in the Org Structure Dimension
table.

After the exchange rate population into the required fact tables, the currency conversion rules are
executed which take the values stored in amount columns in natural currency, multiply them with the
exchange rate and populate to the reporting currency amount columns.

For Mitigants table, the exchange rate that is used for currency conversion is the exchange rate for the
entity of the exposure which the mitigant belongs to. The list of tables and corresponding columns
where currency conversion is carried out is attached below.

Currency Conversion
- Tables and Columns

. Reclassification: The application reclassifies the bank’s product types and party types to Basel
standard product and party types. Then, based on Standard Basel product and party type, it forms an
asset class for each exposure. Reclassification for equity is done by the application in a separate Rule.
Similarly, the application does reclassification for mitigant on the basis of its mitigant type and
reclassifies it to standard mitigant type.

Product Type Reclassification:

Product types used by reporting bank in the input data are reclassified to standard product types as
recommended by Basel Committee in the US Basel Il Final. The product types after reclassification
are stored as Basel product types. The reclassification is based on a simple logic. For Example:
Housing Loan is reclassified as Residential Mortgage Exposure as per the Basel 1l guidelines.

Party Type Reclassification:

Similar to the product type, the customer type and issuer type (which are stored as counterparty type)
are also reclassified as standard counterparty type. The Basel application is designed to include
customer type, issuer type, and legal entity type in a single table (stg_party master). This is
applicable for both the staging and dimension model. All of them are reclassified together as well.
Party type reclassification Rules handle reclassification for customer types, issuer, and entity types.
The reclassification is based on a simple logic. For Example: Individual is reclassified as Retail.

Asset Class Reclassification:

In this step, on the basis of Basel product type and standard counterparty type, an asset class is formed
by the application. This asset class is used for data processing.

Some examples for the reclassification are: When standard counterparty is a large corporate, the asset
class is large corporate, except when exposure has product types like cash and real estate. For Basel
product type gold, the asset class is gold, however when standard counterparty type is Central Counter
Party, the asset class is Central Counter Party. For standard counterparty type Corporate Non SME
and Basel product type as Loan, the asset class is Corporate Non SME.

Asset class reclassification for all equity products is different, as it is done on the basis of equity type
and Basel product type. Asset class reclassification for all mitigants is done on the basis of their
standard mitigant type and standard issuer type.
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In addition to the above asset class reclassification process for exposures, to ensure it follows the
regulatory retail portfolio definition as specified in the Basel Accord the following process is
followed:

MAP_RET_EXP works based on fct_non_sec_exposures table; particularly on columns like Basel
Asset Class, Customer/Issuer, Standard Counterparty type, Basel Product Type, and so on.

This DT checks the Qualifying Crieria requirement of para 70 of Basel Capital Requirement in terms
of Orientation Criterion, Low value of individual exposures and Granularity Criterion. Product
Criterion and customer as Individual etc is addressed through reclassification.

It checks whether the aggregated exposure to one counterparty exceeds threshold limit based on
customer type it updates asset class to either Corporate, Regulatory Retail or others. Granularity check
is performed at the end to check whether total exposure to one counterparty is greater than Granularity
threshold (0.2%) of total Regulatory Retail Portfolio. In that case, based on customer type it updates
asset class to either Corporate, Regulatory Retail or others. It excludes NPAs from the overall
regulatory retail portfolio.

e  Pre-CRM EAD computation:

Credit Conversion Factor: This is applied to all off balance sheet exposures. The CCF applied values
are 0.2, 0.5, and 1. The various factors on the basis of which the CCF is applied are standard product
type as per Basel document, type of facility (whether it is cancellable or not) and the maturity of the
exposure.

Pre CRM Exposure at default (EAD): Exposure at Default (EAD) is calculated for all asset classes
based on the Current Exposure Amount, Accrued Interest, Off-Balance Sheet Drawn CCF Percent,
Drawn CCF percent, and Undrawn Amount. Using the same inputs, drawn EAD amount and undrawn
EAD amount is calculated. If reporting bank has exposure to one of its own subsidiaries, then that
exposure is classified as an internal exposure. Each of the internal transaction that is, transaction
between parent and its subsidiary is marked as deduction line item. The deduction is processed as part
of Basel Il capital structure in the capital structure processing and all the internal transactions are
eliminated from any RWA calculation.

In a standardized approach, the exposure at default value of an exposure is calculated using a Rule. It
is calculated as,

(Current Exposure Amount - Non Sec Investment amount which is above Materiality Level for
Commercial Entity) * Off-Balance Sheet Drawn CCF Percent + Undrawn Amount * CCF
Percent + Net accrued but unpaid interest and fees

. Risk weight assignment:

Non Sec exposures Risk Weight: Risk Weight Assignment is done on the basis of asset class and the
credit rating. The risk assigned to a particular rating is as per Basel guidelines. The risk weight rules
operate on the basis of risk weight table (FSI_RW_MAP_MASTER). Highly rated exposures are
allocated low risk weight and correspondingly poorly rated exposures are allocated high risk weights.
In case the exposure has more than one rating (rated by more than one agency), the final rating is
assigned on the basis of multiple assessments. The application updates the risk weights against the
exposures directly when ratings are not used. Options for risk weighting are selected during Run
definition in case of Run Management Runs or a setup code from
USR_DEFINED_RUN_PARAMETERS is set in the rule ‘Run Definition User Defined Run Param
Assignment’. The details on how to set up this table is discussed in the section Run Management.
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Risk Weight Process START

Apply Risk Weights

using Sovereign { using exposure
Ratings rating
Apply Risk Weight 1 Apply Risk Weights
using Sovereign :: using exposure
Ratings rating
. Yes Apply Risk Weights
Apply L00% Risk ‘= using exposure

Weight

rating

ECA
Scores
for
Soverei
gn?

Apply Risk Weights
using soversign
rating

Apply Risk Weights -
using ECA Scores -

Assign Risk Weights and Ratings after multple
assessment

v

Update ratings and risk weights after issue vs. issuer
agreement

v

Assign Risk Weights directly to exposures without
ratings for Cash CRE etc.

. Pre-CRM RWA Computation:

Pre CRM RWA is calculated for all asset classes by multiplying the Pre CRM EAD with Risk
Weight. In the Standardized approach, RWA for Unexpected Loss is calculated as,

Non Sec Pre-Mitigation Pre-Volatility Haircut Exposure at Default * Non Sec Risk Weight for
UL before Mitigation.

Over the Counter Derivative Products

Overview

The Basel committee has introduced Counterparty Credit Risk (CCR) wherein the counterparty could
default before the final settlement of a transaction. Unlike the firm’s exposure to credit risk arising from a
loan, the CCR creates a bilateral risk of loss. Market value of the transaction can be positive or negative to
either party in the transaction at different points in time till the maturity or closure of the transaction. The
market value of the transaction depends on the movement of the underlying risk factor. Basel committee
has proposed Rules to calculate the exposure at default (EAD) or exposure amount for the instrument with
Counterparty Credit Risk.

NOTE: All OTC Derivatives and Repo products are part of CCR computation. Also, all the trades with Central
Counterparty (CCP) are assigned a zero risk weight.

The application’s treatment for the instrument with CCR is divided into three categories:

. Exposure at Default (EAD) Approach

ORACLE
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. Risk Weighted Asset (RWA) Approach
. Credit Risk Mitigation (CRM) Approach
Process Flow
Exposure at Default (EAD) Approach

EAD Approach
A 4 h 4 h 4
Current Exposure Standardized Approach IRB Approach
Method Approach PP PP
h 4
OTC Exposure < -
& g
=] =
pel J
= el
A 4 v - <
Netted Exposure (New
Non Netted Exposure Record at Netting Set
Level)
A 4 b 4 I

Netting Set and Non Netting Set OTC Exposure

Exposure amount subject to CCR is estimated by three different approaches as described in the Basel Accord.
The application calculates EAD with Current Exposure Method as laid out in Basel Accord. For the other
approaches like Standardized approach, the application expects the exposure amount of the transaction as direct

user input for further processing.

. Current Exposure Method: The application calculates the exposure at default for two different sets
of the records with a different methodology as prescribed in the Basel accord -Netting Agreement
Records and Non Netting Agreement Records.

. OTC Exposure: For the calculation of EAD, the exposure amounts from the exposure table are
moved to a different table for OTC and REPO transaction. The application also creates a new record
for each netting agreements in the data.

. Non Netting Exposure: To compute EAD for non netting records the application reads the following
inputs:
1. Total replacement cost which is greater of Mark to Market or Zero for all the contracts.

2. An amount for potential future Credit Exposure is calculated based on the notional and
multiplied by the add-on factor based on the underlying type of the contracts. Add-on is
assigned based on the following as represented in a tabular format.

Interest Rates FX and Equities Precious Other
Gold Metals Commodities
Except
Gold
One year or less 0.00% 1.00% 6.00% 7.00% 10.00%
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Interest Rates FX and Equities Precious Other
Gold Metals Commodities
Except
Gold
Over one year to five years 0.50% 5.00% 8.00% 7.00% 12.00%
Over five years 1.50% 7.50% 10.00% 8.00% 15.00%

The application assigns the add-on percent in the base exposure table by using the Rule: Non Sec Add
- on Estimation. Data is populated to OTC exposure table by T2T:
NETTABLE_POOL_OTC_POPULATION_OTHERS

. Netting Exposure: To compute Exposure at Default for the netting agreement records the
application reads the following inputs:

1. Total replacement cost which is greater of Mark to Market for all the contracts.

2. An amount for potential future credit exposure is calculated based on the notional and
multiplied by the add-on factor based on the following formula:

Anet = 0.4* Across + 0.6* NGR*Agross

The application creates new records for netting agreement and then populates into the
OTC Exposure table. It selects all the records with the following attributes which are
similar to computing the netting agreement exposure:

0 Trades with Entity

Customer

Product Level — All OTC trades
Netting Agreement

Book Code: Trading or Banking

O O O O o

Long Settlement transaction Flag
0 GAAP Code

The following T2Ts are used to create and populate the OTC exposure table:
0o NETTABLE_POOL_OTC_POPULATION
0 NET_POOL_EXPOSURE_CREATION

The add-on percent netting agreement is achieved by using the following computation
Rules:

0 CCR Gross Current Exposure Calculation for OTC Derivatives
0 CCR Gross Potential Exposure Calculation for OTC Derivatives
0 CCR Net Current Exposure Calculation for OTC Derivatives
0 CCR Net Gross Ratio Calculation for OTC Derivatives
0 CCR Net Potential Exposure Calculation for OTC Derivatives
. Exposure at default for all instruments with CCR risk is calculated using the following Rules:
0 CCR Exposure Calculation for OTC Derivatives

. Standardized Approach: As mentioned earlier, for Standardized Approach you are expected to
provide exposure amount inputs for computation.

ORACLE
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Risk Weighted Asset (RWA) Approach

RWA calculation for the instruments which are subject to CCR risk is similar to RWA calculation of other
instruments. Any specific treatment is not applied in the application..
Credit Risk Mitigation (CRM) Approach:

CRM calculation for the instruments which are subject to CCR risk is similar to CRM calculation for other
instruments. Any specific treatment is not applied in the application.
Key Data Elements

A few key data elements need to be noted while computing Counterparty Credit Risk. To view the
complete list of tables used for CCR computation refer to the Download Specification document.

. For instruments participating in netting agreement, the Nettability flag should be set as “Y’.

. Instruments with the same agreement code will be netted in the same netting agreement. The
application handles both cross product and product netting with respect to netting agreement.

Credit Risk Securities Financing Transaction (SFT)

Overview

Securities Financing Transaction includes Repo style transactions, Margin Lending, Security Financing Borrowing;
and so on The SFT portfolio of a Bank should be included for capital charge calculations as per standardized
approach. The SFT EAD calculation follows two methodologies as outlined below

e Collateral Haircut Approach
e Simple VaR Approach
Currently the Basel Regulatory Capital application supports Collateral Haircut approach only.

All SFT contracts which have a mitigant mapped, application does the CRM based on the RWA approach
undertaken by the bank. For standardized approach all eligible mitigants will be applied a risk weight on
mitigant value post haircut adjustment.

Process Flow

SFT EAD calculation is computed in the sub process SFT Exposures RWA - Comprehensive Approach.

SFT Underlying Data Population

v

Volatility Haircut Assignment for SFT Underlying

¥

Pre-Mitigation Post Volatility Haircut EAD Amount
Calculation for Exposures

¥

Mettable Pool Data Population

v

Pre-Mitigation Risk Weighted Assets Unexpected Loss
Calculation for the Pool
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. SFT Underlying Data Population: SFT transactions have got two data elements present. First the
parent transaction is captured and second the underlying information on which the parent transaction
is  built is  captured  separately with a data identifier  (Stg_Underlying
Exposures.v_underlying_data_identifier) as REPO for Repo transaction or MLT for Margin Lending
Transaction. Additionally, the underlying data captures parent identifier code against each of the
records (V_Parent_exposure_ID). For multiple underlying data for a single parent, the unique parent
identifier code is repeated across the underlying data.

e  Volatility Haircut Assignment for SFT Underlying: This is computed by the following Rules:

Exposure Volatility Haircut Assignment for Supervisory Haircut, CRM Exposure Volatility Haircut
for Equity and Mutual Fund, Exposure Volatility Haircut Assignment - Scaling Up for "Capital
Market Driven" or "Repo Style" transaction types, Exposure Volatility Haircut Assignment - Own
Estimate, Forex Haircut.

. Pre-Mitigation Post Volatility Haircut EAD Amount Calculation for Exposures: For SFT
transaction, the application calculates EAD for the parent exposure based on the underlying
information. The underlying exposures are moved to FCT_SFT_UNDERLYING table from
FCT_NON_SEC _EXPOSURES. Each underlying exposure is assigned volatility haircut based on
haircut application criteria, if the underlying exposures happen to be financial instruments and forex
haircut where the underlying and the parent contract are in different currency. Each SFT underlying
exposure adjusted for haircut (EAD + haircut value) is added as EAD for the parent contract.

. Nettable Pool Data Population: The application nets SFT contracts based on the same customer,
common netting agreement identifier, transaction being Repo/Re-Repo or Margin lending, product
book being trading or banking, and so on. Margin lending transaction being SFT also follows the
same EAD calculation methodology but netting of Repo/Reverse Repo and margin lending are not
done together.

. Pre-Mitigation Risk Weighted Assets Unexpected Loss Calculation for the Pool: Pre-Mitigation
Risk Weighted Assets Unexpected Loss is calculated for the pool as EAD multiplied by risk weight or
capital * 12.5.

Credit Risk Mitigation

Overview

The application handles multiple mitigants for credit risk mitigation like financial collateral, On-Balance
sheet netting, Guarantees, Credit derivatives, etc. CRM reclassification is done by reclassifying Collateral
and issuer to standard collateral and issuer type. The mitigant is identified as eligible or not based on the
eligibility rule test for CRM.

Process Flow
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Mitigant Eligibility

¥

Mitigant Risk Weight

¥

Mitigant Haircut Assignment

¥

Allocation of Mitigants to Exposures

¥

Post CRM RWA Computation

. Mitigant Eligibility: The mitigant is identified as eligible or not based on the eligibility rule test for
CRM as mentioned in Basel Il accord. Credit rating of the collateral is considered for all mitigant
types issued by all party types while deciding whether mitigant is eligible for a particular exposure or
not. The application has configured Rules that carry out these eligibility checks. There are separate
eligibility Rules for mitigants types that are equity, mutual funds, or debt security. For the remaining,
a mitigant is marked as eligible only if its credit rating is better than the exposure to which it is
providing protection and if it is classified as senior in position.

Mitigant eligibility is also checked based on the original and residual maturity of the collateral.
Collateral is classified as eligible only if its original maturity is more than 1 year and residual maturity
is more than 3 months.

. Mitigant risk weight: Similar to non sec exposures, collaterals or mitigants are also assigned a risk
weight based on their issuer type, credit rating, and original maturity of the mitigant. For financial
collateral, under the BIS Standard Approach, the RW used is 0. For mitgants issued by bank, the
application offers two choices for calculating RW on the basis of credit rating:

Option |
Option |1

o Mitigant haircut assignment: The application does computations for three kinds of mitigant haircut
which are volatility haircut, forex haircut, and maturity mismatch haircut. Volatility haircuts are
calculated and amount of the exposure to the counterparty and the value of collateral or mitigant is
adjusted to account for any future fluctuations in the market value. After the adjustment, the
application gives the volatility adjusted amounts for both exposures (higher than original exposure
amount) and collateral (lower than original amount). When the exposure and collateral are in different
currencies, the application makes an adjustment by applying forex haircut. When the residual maturity
of the CRM s less than that of the underlying credit exposure a maturity mismatch occurs. When
there is a maturity mismatch and CRM has an original maturity of more than a year, maturity
mismatch haircut is applied to adjust the value. The application assigns volatility haircut using
Supervisory Haircut method.

In case of Supervisory Haircut method, the application assigns volatility haircut based on issues,
issuer’s ratings, mitigant’s residual maturity, and type of mitigant as per Basel Il accord. The forex
haircut is also assigned based on these transaction types as per Basel Il accord. Only eligible mitigants
are considered for haircut assignment and for further processing. The eligible mitigants are moved
from mitigants table to sub exposures table.

ORACLE
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e  Allocation of Mitigants to Exposures: The application has a pre-built optimizer for optimum
allocation of mitigants to the exposures for credit risk mitigation purposes. One-to-One, Many-to-One
and Many-to-Many mapping of mitigants are handled in an efficient manner involving storage of
intermediate computations for traceability.

All mitigants which are eligible and mapped to an exposure are then populated to a new table where
each exposure is broken down by mitigant type, which includes an additional row treating the
exposure as having covered and uncovered portion. The covered factor and uncovered factor is also
populated in this table.

The application uses linear programming logic to allocate the mitigants to the exposures. Pooling
identifies the exposure and mitigant data from sub exposures table. Exposure Identifier and Mitigant
Identifier are the attributes on which pooling is performed. It assigns the pool id for each exposure-
mitigant combination. Based on these pool ids optimizer task allocates covered factor to exposures.
Optimizer does the optimum allocation of mitigants to exposures. For more information refer Mitigant
Allocation Optimizer.

NOTE: A tag <ALTER_STATEMENTS> is present in Optimizer_Config.xml. This statement is
used to enable the parallel Data Manipulation Language (DML) for optimizer. By default
this will be disabled. Due to which a warning appears as follows which will be printed in
the Optimizer log:

“Error: Could not find node ALTER_STATEMENTS in the xml”

The administrator can uncomment this tag, to enable parallel DML for the optimizer.

1. Click the Basel Regulatory Capital link under Risk Applications section on the main
screen.

2. Click the Pooling tab.

ORACLE " BASELIN

i BASEL N 5 B @ = 2
[ Portfolia Definition 0 ) - .
% Run Definition
Run Execution Dataset SEARCH
Attribution Analysis
Posling Define Pooling Basis
=3 Optirnizer Available Hierarchies Selected Hierarchies
‘ ‘
I ;
e L
LN i, * (| I, 2
J Output SEARCH
Dane i € Local intranet | Protected Mode: Off R

3. Search for the dataset on which pooling needs to be performed from the available list.

4. Define pooling basis. Here you can select hierarchies from available hierarchies. Pooling
is done based on the combinations of the selected hierarchy. In the output tab you can
select the measure for pooling output.
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Once all the parameters are selected you can save the definition in the desired segment. This
pooling definition can be added in pooling task for execution. On successful execution it
assigns pool ID to exposure-mitigant combination.

A pre-requisite for Optimizer is to update the pool id in Sub Exposures table for a selected Run.

Optimization definition:

1.
2.

i BASEL Il
[P Portfolio Definition
£ Run Definition
Run Execution
Attribution Analysis
+ Pooling
=7 Optimizer

Click the Basel Regulatory Capital tab under Risk Applications section on default screen.
Click the Optimizer tab.

ORACLE BASEL Il

9 N B o= 7
Dataset SEARCH =
Define Objective Function X Variable
Available Hierarchies Selected Hierarchies
S ; — ;
Obijective Function Coeflicient SEARCH
Operation Type @ Minimize ) Maximize g

( Caonstraints \Hf Imegerluemmer\| |f Oulpul\‘

Ho  |Constraint Name [Edit  |Delete |

No Constraints Available
X Variable Bounds Ho Bounds defined L]
Allocation based on rank 1

i € Local intranet | Protected Mode: Off v wm0% v

To create a new definition you need define the following:

(0}

(0}

ORACLE

Dataset — choose from search box

Objective Function X Variable — once you select dataset, you will get list of available
hierarchies. You can choose one or more hierarchies from left to right.

Objective function Coefficient-choose from search box.
Operation Type — choose one of the minimize or maximize

Constraints-Click  Define tab. Here you need to give constraint name. Choose
constraint identifier from available hierarchies. Constraint coefficient and condition
value can be selected from search box. Then choose one of the available operators
from drop-down box.
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3. Click define to define X variable bound.
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Upper Bound Operator = v
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4.

ORACLE

Here you can select lower bound and upper bound with one of the available operators.

Choose measure for identifier from available list in the Integer Identifier tab.
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5. Select in which measure you want the output of optimizer. Here you have another option
to choose pooling required or not if required it again asks for one of the available

measures.
BASEL Il
ORACLE
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E E
‘ _ ‘E
<
‘ m , P ——
| Objective Function Coefficient SEARCH
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1 Canstraints Integer Identifier Output
Pooling Required
Pooling Basis SEARCH
Output SEARCH
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Once all the input parameters are given you can save the definition with proper name in
the desired segment. This definition can be added in the optimizer task for the execution.
Optimizer updates the covered factor for each exposure based on the objective function
and the constraints defined by you

Mitigant Allocation Optimizer

Pooling is performed to identify the below cases.
One or Many Exposure to One Mitigant
One Exposures to Many Mitigants
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Many Exposures to Many Mitigants

The treatment of each of the pooled cases in the optimizer engine has been detailed in the following
section.

One or Many Exposure to One Mitigant
The Case, one or many exposure to one mitigant is treated as follows by the optimizer engine:

o First, the exposures are sorted from highest risk weight to lowest. For advanced
approach the sorting is based on the capital.

o0 EAD amount of each exposure (post credit conversion) is determined.

0 The credit risk mitigant is allocated to the exposure with the highest risk weight. If
there is more than one exposure with the same risk weight, the exposure with the
lowest currency mismatch haircut or maturity mismatch haircut is selected for
allocation.

0 Currency haircut (Hfx) is applied to the collateral if there is a currency mismatch
between the exposure and collateral. Likewise, for mitigants residual maturity falling
short of exposure residual maturity a maturity mismatch haircut (Hm) is applied.

0 The post-haircut mitigant amount is applied to the exposure based on the above logic.
The allocation engine updates the covered factor against each row for all the exposures
in a pool. For any exposure the sum of covered factor across rows is equal to 1.

0 Finally, the pre mitigation EAD is broken into post mitigation EAD net of all haircuts

0 Any remaining collateral amount is applied to the next transaction with the next
highest risk weight and so on.

One Exposure to Many Mitigants
The case, one exposure to many mitigants is treated as follows by the optimizer engine:
o First, the EAD amount of each exposure (post credit conversion) is determined.

0 The mitigant is sorted from Lowest to the highest risk weight for each exposure
mapped to it.

o After all the mitigant eligibility checks are done then the computation starts by
calculating the covered factor for the first row which is as follows:

o f1 =(Mitigant_value * Haircut)/ EAD.
0 Where Haircut = (1 - volatilityHaircut — forexHaircut)*MaturityMismatchHaircut.

0 Then the allocation logic works out the covered factor for the subsequent rows as
follows:

o f(n)= Min ((1- Already allocated covered factor), Max (fn-1,0)).

0 Total covered factor for an exposure = Covered Factor for the 1st Row + Covered
Factor for all the subsequent Rows.

NOTE: Covered Factor is Sum of all Covered amount + Uncovered amount of the mitigant upon
its total EAD

Many Exposures to Many Mitigants

In the Case, many exposures to many mitigants the Optimizer uses a linear programming
technique for which you need to define the objective functions and a set of constraints for the
variables. The objective function and the constraints in the Optimizer are defined as follows:
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0 Obijective Function: Objective Function for CRM is to Minimize RWA
0 Bounds for the output:

0 Lower Bound of Covered factor is 0

0 Upper Bound of Covered factor is 1

0 Exposure Constraint: Exposure Constraint checks the sum of all the allocated
exposure amounts should be equal to the total exposure amount available for
allocation,

(E1*x1) + (E1*x2) + (E1*x3) + (E1*x4) = E1

Where,

E1= Exposure amount

X(n)=Allocation percentages (sum of x1...... xn =1, meaning 100%)
0 Mitigant Constraint: Mitigant constraint has two objectives as follows:

0 This Constraint checks whether the total amount of mitigant is
used is less than or equal to the total amount of mitigant
available

o All the mitigant haircuts are applied in this Constraint.

The formula is as follows: [ { EL*x1 } / { (1-V-Fx1)*(Mm1) } 1+ [{E2 * x2
Y {(@Q-V-Fx2*(Mm2) } 1+ [{E3*x3} / { (1-V-Fx3)*(Mm3) } ] <= M1

Where,
Exposure Amount El E2 E3
Mitigant Amount M1 M1 M1
Volatility Haircut \Y \Y \Y%
Forex Haircut Fx1 Fx2 Fx3
Maturity Mismatch Mm1 Mm?2 Mm3
Covered Factor x1 X2 X3

o Allocation engine updates the covered factor for each exposure based on the above
objective function and the constraints defined by you.

. Post-CRM RWA Computation

Post CRM RWA is calculated by multiplying Post mitigation EAD corresponding Risk Weight. Post
Mitigation EAD is a summation of Covered and Uncovered exposure amount for each account.
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Securitization
Overview

Basel Accord differentiates the credit risk computation of the securitized exposures from the other non-securitized
exposures. This is because the securitized exposures are part of an off-balance sheet transaction and they follow a
waterfall cashflow mechanism, unlike the other exposures. After the economic crisis of 2008, the Basel rule
differentiated the securitized exposures into the securitized and resecuritized exposures as securitization was one of
the main reasons for the economic crisis.

The securitized exposures are the exposures which are issued out of a pool of underlying exposures for the transfer
of risk. The resecuritized exposures are the exposures which are issued out of a pool of underlying exposures which
constitutes non-securitized exposures as well as some portion of securitized exposures. The application is capable of
handling the securitized exposures as well as the resecuritized exposures. It also handles the calculation for the
Originator as well as the Investor bank roles. At a broad level, there are two categories of Investors:

e An Investing Bank who has invested heavily in securitization.
These kind of investors are prepared to provide the entire details of the securitization transaction

To cater to these investor needs, the entire pool, entire or invested tranche details and the invested exposures
information are required to be provided by the Bank. This information is captured in the pool, tranche and
exposures table.

e AnInvesting Bank who has invested minimal in securitization

These kinds of investors are prepared to provide the necessary inputs required for the calculation of the capital
charge pertaining to their invested exposure.

To cater to these investor needs, the invested exposures information is required to be provided by the Bank.
Along with that, few of the pool and tranche attributes required for the computation are required to be provided
by the Bank in the exposures table itself.

Basel Accord specifies two broad approaches for the calculation of the capital charge for the Securitization
exposures.

e  Standardized Approach

The application handles both the approaches. In few of the computations, the calculations pertaining to the
underlying exposures of the securitization transaction are required. This is done before processing the
securitization exposures. This is applicable in the case of Basel 111 Standardized Approach. This change has
an impact for both the Securitized Exposures and the Non-Securitized exposures.

Process Flow

Standardized Approach

The application handles the Standardized Approach of the Securitization Exposures as follows:
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SEC_DATA_POPULATION

v

MITIGANT_DATA_POPULATION

va

SEC_EXP_MITIGANT _MAPPING_POP

€

CREDIT_RATING_PROCESSING

e

Sec_Reclassification

e

Mitigant Reclassification

]

Sec_STD Pre CRM Computations

]

Sec CRM process

v

SecPost CRM RWA Computation

SEC_DATA_POPULATION, MITIGANT_DATA_POPULATION, and
SEC_EXP_MITIGANT_MAPPING_POP:

The data pertaining to the pool, tranche, exposures are populated from the staging tables to the processing
tables. The underlying exposures data are captured in the respective product processor tables (and for these
information, the process pertaining to the non-securitization exposures is followed). In the case of Reporting
Bank providing only the exposure level information, the application expects few pool level and tranche level
parameters which are required for further processing, to be provided in the Exposures table. The mitigants data
are populated from the staging table to the processing table. The exposures which are mapped to the mitigants
are captured and this is also populated from the staging table to the processing table. Securitization Data
Population has been handled in the Process SEC_DATA_POPULATION. Mitigant data population has been
handled in the Process MITIGANT _DATA POPULATION and Exposure Mitigant Mapping Population has
been handled in the Process SEC_EXP_MITIGANT_MAPPING_ POP.

CREDIT_RATING_PROCESSING: All the rating information of the exposures and the mitigants are
populated from the staging tables to the processing tables. The exposure and the tranche rating information are
captured in the account rating tables and the mitigants rating information are captured in the instrument rating
details. This is handled in the CREDIT_RATING_PROCESSING process.

SEC_RECLASSIFICATION and MITIGANT RECLASSIFICATION: The application uses the
standardized data for all kinds of calculation (Product type like Eligible Liquidity Facility, Bank Role like
Originator, Pool Type like Mortgage Backed Securities). Before any calculation the application reclassifies the
Bank specific data to standard data, similar to the Basel accord terms. It reclassifies the Bank role to the
standard Bank Role of an Originator or Investor. Any other bank roles like Sponsor, Credit Protection Provider
and so on, will be reclassified into Originator, Investor and so on respectively. The application also reclassifies
the Pool Type to the standard Pool Type like Credit Cards Receivable Pool, Auto Loans and so on. It also
reclassifies the Product type to the Standard Product type like Mortgage Backed Securities, Eligible Liquidity
Facility and so on.

In the case of mitigants also, the application reclassifies the mitigant type to the standard Mitigant type like the
debt securities, credit derivative, cash and so on. It also reclassifies the Mitigant Issuer type to the standard
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Mitigant Issuer type like Banks, Corporate and so on. The reclassification tasks are present in Sec
reclassification and Mitigant reclassification sub process. The application assigns ‘Sec - Standardized
Approach’ in the Sec Reclassification Sub Process. This is done for approach selection.

Sec_STD Pre CRM Computations: The application calculates the Pre-CRM RWA for the exposures by
multiplying the Pre-CRM EAD with the Risk Weight of the exposures. This is handled in the Sec STD Pre
CRM Computations sub process. The exposures which are below investment grade and the unrated exposures
are deducted from the capital. This is handled in the Sec Deduction sub process.

(0]

Risk Weight Assignment: The application assigns the risk weight to the exposures
based on the external rating assigned to the exposures. If the exposures have internal
ratings assigned, the application treats the exposures as unrated. Initially the risk
weight assigned to each of the ratings is assigned and then the multiple assessments is
applied by the application. In the case of multiple ratings assigned to the exposures,
the application applies the multiple assessments and assigns the ratings which are the
worst of the best two ratings.

Then, the application updates the rating after multiple assessments and the
corresponding risk weight to the exposures. In the case of securitization and
resecuritization exposures, the risk weights assignment are different from the non-
securitization exposures. The application assigns the risk weights based on the Bank
role, whether the exposure is an exposure issued out of a Securitization or
Resecuritization pool and then the external ratings assigned to the exposures. In case
of unrated exposures, the application applies the look through approach and assigns the
weighted average risk weight of the underlying exposures.

The application also handles other securitization exposures like the Eligible Liquidity
Facility, Exposures in a second loss position and issued to ABCP Program, and so on.
If the data is not available to assign a risk weight, the application marks these
exposures for deduction. Risk weights corresponding to the external ratings are
assigned in the entity Securitization Risk  Weight Map  Master
(FSI_SEC_RW_MAP_MASTER) and the final applicable risk weight is updated in
Securitization Exposures after the multiple assessments of the ratings.

Pre-CRM EAD Computation: The application assigns the credit conversion factor
(CCF) to the off-balance sheet items as specified by the Basel Accord. The CCF
percentages are assigned based on the Bank Role (this is applicable only for the
Originator Bank Role), the Product Type (like the Eligible Liquidity Facility) and the
applicable ratings. The CCF Percentages are also assigned to the exposures based on
whether there is any Early Amortization provision applicable to the transaction. In
those cases, the CCF assignment are based on the Early Amortization type (controlled
or uncontrolled), the Pool Type and the ratio of three month average excess spread to
the trapping point. Then, the application computes the Pre-Mitigation EAD. This is
computed based on the Bank role and the Product type. The application calculates the
EAD for the Investors and the Originators separately based on the calculations given in
the Basel 11 Accord.

Sec CRM Process: Mitigant Eligibility, Mitigant Risk Weight, Haircut Assignment and Allocation of
Mitigants to Exposures are handled in Sec CRM sub-process.

ORACLE

(0]

Mitigant Eligibility: The application identifies the eligible mitigants based on the
criteria as mentioned by the Basel Accord. It identifies the following mitigants in the
case of securitized exposures — Collateral, Guarantees and Credit Derivatives. The
application is capable of using the Simple Approach as well as the Comprehensive
Approach for the mitigants which are part of the collateral. This is similar to the
mitigant eligibility of the non-securitization process.

The application processes the multiple assessments of ratings for the mitigants also.
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This is required since some of the mitigant eligibility criteria are based on the ratings
and risk weight of the mitigants. The application identifies the eligibility of the
financial collateral separately for the simple approach and the comprehensive
approach. The eligibility of the collateral mitigants are based on the party type of the
mitigant, mitigant type, the credit rating assigned to the mitigant or the party (as
applicable) and whether the collateral is classified as a senior or not. In the case of
equity, the eligibility is based on the main index equity and the equity trading status. In
the case of Mutual funds, the eligibility is based on the eligible mutual fund indicator.

The application identifies the eligibility of the guarantees and credit derivatives based
on the party type of the mitigant and the credit rating assigned to the issuer of the
mitigant. In the case of Nth to default Credit Derivatives, the application further
identifies the eligible credit derivative, based on the number of defaults in the
exposures and the defaulted position covered by the mitigant. The application
identifies the number of defaults in the tranches based on the attachment point of the
tranche to which the exposure belongs, the initial pool exposure amount and the
cumulative exposure amount. Then it computes the number of tranches in default and
compares that with the defaulted position covered by the mitigant.

Based on the criteria of eligibility mentioned in the Basel Accord, the application
identifies whether the mitigant is eligible or not, and if eligible, the application also
makes the least risk weighted exposure as the eligible mapping, for the least eligible
nth to default mitigant for the exposure. It also identifies the eligibility of the mitigants
based on the comparison of the risk weight of the exposures and the mitigants. If the
mitigants risk weight is lesser than that of the exposures, then the mitigants become
eligible. Else the application makes them ineligible.

Mitigant Risk Weight: The application calculates the mitigant risk weight similar to
the exposure risk weight of non-securitized exposures. This is based on the Issuer type
and the credit rating which includes the unrated issuers as well. The application
performs the multiple assessments for the mitigants, similar to the process followed in
the case of non-securitized exposures, and arrives at a single rating for the mitigant.
Then, the application assigns the final risk weight to the mitigant. In case of financial
collateral mitigants like cash, and gold zero risk weight is assigned.

Haircut Assignment: The application assigns the various haircuts, as applicable to the
Mitigants. In case of collateral following simple approach for recognition, there are no
haircuts assigned to the Mitigant. In case of collateral following comprehensive
approach, the application is flexible to use supervisory haircuts, and scale up if
required based on the minimum holding period or use the Bank’s own estimate of
haircuts. The application applies the volatility haircut, forex haircut and the maturity
mismatch haircut to the mitigants as appropriate. This is as per the Basel Accord
regulations. Only eligible mitigants are considered for haircut assignment and for
further processing. The eligible mitigants flows from mitigants table to sub exposures
table.

Allocation of Mitigants to Exposures: The application computes the mitigant value
post all haircuts. Then, it uses the pooling and optimizer logic to allocate the exposures
to the mitigants. This is slightly different from the optimizer logic of non-securitization
exposures as the securitized exposures have the seniority in the cashflow and always
the senior most exposure gets the maximum protection by the mitigants. The senior
most exposure (or tranche) is denoted with seniority 1 and the second senior exposure
is denoted with seniority 2 and so on. In the case of securitization exposures, always
the mitigants is given preference to the senior most exposure and then to the other
exposures based on the seniority. The other parameters which are considered in the
allocation logic are the risk weight and the mitigant value post haircut.
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The application uses the linear programming logic to allocate the mitigants to the
exposures. The pooling logic in securitization is same as of that non-securitization.
The optimizer logic for Securitization is slightly different and the difference is
explained below:

Based on the seniority of the exposures, risk weight of the exposures and the mitigant
and the mitigant value, the rank order in which the mitigants are allocated to the
exposures is arrived at. The order of allocation can be changed by editing the database
function. You can choose the allocation rank measure in the optimizer definition
screen while defining the optimizer logic.
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The remaining steps for creating optimizer definitions are same as those mentioned in
non-securitization process. The optimizer works on the minimization constraint logic.

Single Mitigant mapped to Single or Multiple Exposures

If there are one or more than one exposures mapped to a single mitigant, the
mitigant is allocated to the exposure with the highest seniority

If there are more than one exposures with the same highest seniority, then the
mitigant is allocated to the exposure which yields the highest mitigant value post
haircut

Single Exposure mapped to Single or Multiple Mitigants

If there are one or more than one mitigants mapped to a single exposure, the
least risk weighted mitigant will be allocated to the exposure

If there are more than one mitigants with the same least risk weight, then the
mitigant which has the highest mitigant value post haircut will be allocated to
the exposure

Multiple Exposures mapped to Multiple Mitigants

This are treated as cases of single mitigant mapped to single or multiple
exposures for the identification of the mitigant which has to be assigned to the
exposures. Then, the treatment pertaining to single exposure mapped to multiple
mitigants have to be followed to yield the credit risk weighted exposure amount.

Using the above logic, the application calculates the factor of exposure covered by
the mitigant and the factor of the exposure uncovered (without any protection).

Oracle Financial Software Services Confidential-Restricted 33



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

Sec Post CRM RWA Computation: The application computes the covered amount and the uncovered
amount for the exposures. The covered amount is computed by multiplying the covered factor with the
exposure amount, and to this covered amount, the application assigns the mitigant risk weight. The product of
the covered amount and the mitigant risk weight is the covered RWA. The uncovered amount is computed by
multiplying the uncovered factor (which is 1 — sum of all covered factors for that exposure) with the exposure
amount. This uncovered amount is multiplied by the exposure risk weight to get the uncovered RWA. The sum
of the covered RWA and the uncovered RWA is the Post CRM RWA of the Exposure.

Post-CRM RWA = Covered Amount * Risk Weight of the Mitigant
+ Uncovered Amount * Risk Weight of the Exposure

This logic is handled in Sec Post-CRM RWA computation sub process.

All the below sub process and tasks are handled in the "SEC_STD" Process — Sec Reclassification, Mitigant
Reclassification, Sec STD Pre-CRM Computation, Risk Weight Assignment, Pre-CRM RWA Computation,
Mitigant Eligibility, Mitigant Risk Weight, Haircut Assignment, Allocation of Mitigants to Exposures and Post
CRM RWA Computation

Key Data Elements

A few key data elements for Securitization computation is as follows. For a complete list of tables and columns refer
to the Download Specifications document.

Securitization Exposures (Standardized Approach)

e The Key attributes required in the case of an Investor or Third Party who does not provide the complete
pool and tranche details are as follows: Credit Enhancement Level, Pool Exposure Amount, Sec Second
Loss Position of the Tranche, Granularity of the Pool, Largest Exposure of the Pool, Seniority of the
Tranche, Sec Trading Book Approach.

Mitigant Eligibility (Standardized Approach)
. Eligible Mutual Fund Indicator, Main Index Equity Indicator, Equity Traded Indicator
Miscellaneous

e  All tranche information regardless of whether Bank has Exposure or not — required for inferring the
ratings, credit enhancement level computation, eligibility of nth to default credit derivative mitigant

. Mitigant Value to be assigned at an Exposure level (not to the tranche)

e  Mitigant Pool Id in the Exposure Mitigant Mapping table for nth to default mitigants — Required for
eligibility of nth to default credit derivative mitigant

e  Attachment point of tranches based on original balances — Required for eligibility of nth to default
credit derivative mitigant

Market Risk

Overview

Basel Committee introduced Market Risk capital charge calculation in 1996 as an Amendment to the earlier
Basel accord looking at the risk born by a financial institution having exposures in the trading book. BIS
defines Market risk as “the risk of losses in on and off-balance-sheet positions arising from movements in
market prices”. It is the risk that arises out of the adverse movements of the market factors

Basel outlays two basic approaches for calculating the capital charge for Market risk

ORACLE
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. Standardized Approach
. Internal Model Method Approach

Standardized Approach

In standardized approach (STD Approach) the market risk capital charge need to be calculated for the
following instrument types

. Interest Rate related instruments (IR Instruments)
. Equity Position Risk

. Foreign Exchange risk

e  Commodities

. Options

Pre-requisite for MR processing

Staging Data Population — Market Risk

Execution of the Run, Staging Data Population - Market Risk - BIS Standardized Approach is usually
a onetime activity. This should be executed once before actual Market Risk Run is executed. This Run is
expected to execute in following circumstances. The following tasks are performed when the Run is
executed.

. IRC Data
. Market prices of the instruments

. Bank positions

This Run populates the instrument-level data i.e. required by the actual Run for further processing. The
instrument level data such as number of units of the instruments on that particular MIS date is downloaded
in bank instrument position table. This data will be moved to fact table for further processing. The OTC
instrument price is expected as a download. For non-OTC instruments the data for instruments’ price is
captured in Market Instrument Contract table. This data is further moved to fact table. For IR instruments
the interest rate required is captured in IRC Rate Hist table. This data is moved to fact table. This data is
required for term structure i.e. used in Modified Duration and Greeks parameter calculation.

DRACI—E Oracle Financial Software Services Confidential-Restricted 35



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

Process Flow

| Capital Consolidation |
v
| Rating Process |
| Market Risk Process |
v
| Position Conversion |
v
| Risk Parameters Assignment |
v
_l Capital Charge for Interest Rate Instrument |
v
—l Capital Charge for Equity |
v
| Capital Charge for FOREX —
v
| Capital Charge for Commodities |—
v
| Capital Charge for Options |
> —¥__ <
, ummary Data Population |£

. Capital Consolidation: For a reporting bank the level at which the consolidation is done is identified
by the application. You can choose solo or consolidation level for each entity in the rule present in the
capital consolidation process. This particular process handles entity level details. The entity data is
captured in Legal Entity Details table. All the child entities underlying a parent will be considered for
RWA consolidation. When consolidation is the level selected for a reporting bank, each child entity
data is consolidated with the parent entity post Entity shareholding percent multiplication.

. Rating Process: Rating data is expected for all instruments which bears an interest rate risk. The
rating data is reclassified into Basel equivalent standard rating and the standard rating is considered
for assigning specific risk charge for each interest rate instrument. In case there exists multiple ratings
for the same issue, the application does a multiple assessment check as per the multiple assessment
logic detailed in the Basel 11 guidelines.

. Market Risk Process: Market Risk Process includes position conversion and capital charge
calculation for each instrument type as detailed below

Position Conversion: Position conversion is done before capital charge calculation under market risk. In
Position Conversion different instruments are broken into long and short positions and carried forward for
specific and general risk charge calculation. All derivative instruments undergo position conversion so that the
instrument is broken down into simplified positions for further processing. For positions in equities,
commaodities, gold, currencies, etc., only one leg is exposed to interest rate and other leg is exposed to the
respective asset (equity, forex, etc.,) as the case may be. The following information is required for position
conversion: Long/Short position, Value of Notional Position, and Coupon Rate and Maturity.

Methodology for Position Conversion: While calculating interest rate risk, each instrument is converted into
multiple positions. The notional value of each position is derived based on the below methodology:

o Notional positions in actual debt securities is valued as the nominal amount underlying
the contract at the current market price of the debt security; and

o Positions in zero-specific-risk securities is valued using one of the below two methods

o A firm must use one of the following two methods for its position in zero-specific-risk
securities arising from above

ORACLE
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0 The present value approach, under which the zero specific-risk security is
assigned a value equal to the present value of all the future cash flows that
it represents; or

0 The alternative approach, under which the zero specific-risk security is
assigned a value equal to

The market value of the underlying notional equity position in the
case of an equity derivative;

The notional principal amount in the case of an interest rate or
foreign currency swap; or

The notional amount in the case of any other financial instrument

0 In case of options, the delta weighted values go into the general risk charge
calculation. Delta is computed by the application based on the instrument type,
coupon, residual maturity, strike price, spread, option premium value, etc

Instrument Coverage
O Interest Rate Derivatives
o Bond Forward
o Forward Rate Agreement

Bond Future

o

Future on a Basket/Index of bonds
Interest Rate Futures

Receiver Swap (without deferred start)
Payer Swap (without deferred start)
Basis Swap (without deferred start)
Forward Basis Swap

Forward Receiver Swap

O O O o o o o o

Forward Payer Swap
0 Dual Currency Bond
o0 Equity Derivatives
o Equity Forward
o Equity Future
0 Equity Swap
o0 Currency Derivatives
o Currency Forward
0 Currency Future
o Currency Swap
0 Commodity Derivatives

o Commodity Forward

ORACLE
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o0 Commodity Future
o Commodity Swap
o Gold Forward
0 Credit Derivatives
Credit Default Swap
Total Rate of Return Swap
Cash Funded Credit Linked Notes

O O O

o0 First and Second-to-Default Basket Credit Derivatives
0 Options/ Structured Products

0 Option on Equity
Option on Currency
Option on Commodity
Option on Currency Future
Option on Currency Forward
Currency Swaption
Option on a bond
Option on a bond future
Option on a Forward Rate Agreement
Option on an Interest Rate Future
Caps
Floors
Collars
Swaptions
Bonds with Embedded Swaptions
Callable Bonds
Putable Bonds
Floating Rate Notes with Caps
Floating Rate Notes with Floors

Reverse Floaters

O 0O 0O 0O o O 0O o O 0O o o 0o o o o o o o o

Leveraged Floaters

The process flow of Position Conversion is as follows:

ORACLE
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Position Conversion

¥

Position Conversion Data Population

¥

Instrument Type Reclassification

¥

Position Conversion Parameter Assignment

¥

MNoticnal Value Calculation

Data Population: The application takes the contract details from instrument table and breaks each contract
into multiple positions into market risk exposures table. The application splits instruments which are
derivatives in nature into multiple positions based on the instrument position mapping available in the mapping
table. For example: A bank having a plain long position in a derivative instrument is split into one long and one
short position. So for each long position and nature of contract type, the application creates required number of
positions in the processing table. The download information used for position conversion is contract details,
instrument type, contract position, position mapping, and so on. Certain exotic instruments are split into more
than two positions. For example: A long position in a reverse floater is converted into the following positions.

0 A long position in two straight bonds (i.e. double the notional amount and half the
fixed interest rate);

0 A short position in a floating rate bond (i.e. a position in floating rate bond with
notional amount and floating reference rate);

0 A long position in a cap (which is further broken down into its underlying positions as
already explained earlier).

NOTE: Reverse Floater: As in Investopedia “A floating-rate note in which the coupon rises
when the underlying reference rate falls. The floating rate resets with each coupon
payment and may have a cap and/or floor”

Instrument Type Reclassification: The application reclassifies all bank instruments into standard instrument
type based on contract type, contract position, market risk position, and so on. A fixed bond forward with a
long position in the contract is reclassified into fixed rate bond for the long leg and zero risk security for the
short leg created by position conversion. The reclassifications are then used for notional value calculation

Position Conversion Parameter Assignment: After doing position conversion that is, breaking each
instrument into long and short leg, the application does instrument parameter assignments for each position leg
created under position conversion logic. For each leg, relevant information like: coupon rate, coupon
frequency, maturity, strike price for options, option premium value, etc. are updated from parent information.
This information are used in identifying instrument to be grouped under maturity ladder based on coupon rate
(less than or greater than equal to 3%), duration calculation for duration ladder approach, calculation of Greeks
for option charge, and so on.

Notional Value Calculation: Notional value of each leg created by position conversion for each instrument is
calculated based on the contract characteristics (market price, number of units). For options it is the delta
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weighted position which is carried forward for market risk charge calculation. After Notional Value
calculation, the application assigns risk weights to the position converted IR-instruments. The risk weights are
stored in Specific Risk Mapping table. These risk weights are stored against time band, Basel rating and
category skeys. The categories are Qualifying and sovereign and the ratings are picked from standard Basel
Rating table. There is some dependency on different instrument types like the exotic options may further result
into normal option after position conversion, so the position conversion should happen always as per following
order of instrument types:

o0 Exotic Options
Options.
Basket Futures
Swaps

Forwards Futures

O O O O o

Credit Derivatives

After position conversion of Basket Futures instrument types, we do position offsetting on
different position of same kind of instrument types and reach at post offset exposure amount.

Example of a Forward Rate Agreement (FRA) Position Conversion:

A purchased FRA may be depicted via two notional zero-coupon positions: one short position
(liability) up to the maturity of the underlying credit transaction and one long position (claim) up
to the settlement of the FRA. Suppose a firm purchases 3 x 6 month FRA, principal: 1000;
interest rate 6%. The above position is broken down into two opposite zero coupon bond
positions as given below:

First Position:

Position : Long

Value of Notional Position: PV {1000/ ((1+5%) ~0.25) = 987.87}
Maturity : 3 months

Coupon : Zero (Coupon of less than 3%)

Second Position:

Position : Short

Value of Notional Position: PV {1000/ ((1+5%) ~0.5) = 975.90}
Maturity : 6 months

Coupon : Zero (Coupon of less than 3%)

A sold FRA will have positions exactly opposite to the one given in the example above i.e. the
long position will become short and vice-versa with the value, maturity and coupon remaining
the same.

It may be noted that the actual discount rates for discounting the notional values of the two legs
in the above example will be the interest rates pertaining to the respective maturities that is, 3
months (long leg) and 6 months (short leg). For simplification purposes, an assumed rate of 5%
has been taken in the above example. For the above example, application steps are detailed
below.
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First the FRA as contract is captured in the contract record details table with banks position in
the contract in the position table. The application also captures the position mapping table for
the above instrument type which will be used for position conversion under data population
block as detailed above. For the above FRA example, two positions will be created one long
position with a maturity of 3 months and a short position for the life of the contract i.e. with a
maturity of 6 months.

Second, both the position legs are reclassified into zero specific risk security.

Third, the various contract parameters are assigned by the application to both the legs. Example:
Coupon Rate, Maturity,

Fourth, the Notional Value of both the legs is calculated as per the logic stated in the example.

. Interest Rate risk Related Risk Charge: The total risk charge for Interest Rate (IR) instruments are
comprised of specific risk charge (Specific to the Issuer and Instrument) and General Risk Charge
(Market related risk vested in the instrument). Process flow diagram for Interest Rate Risk

Calculation of Capital Charge Interest Rate
Instruments

| Position Offsetting |

| Specific Risk Charge | | General Risk Charge |
h 4 h 4 h 4
| Category Assignment | | Residual Maturity Ladder | | Duration Ladder
A 4 A 4 A 4
| Notional Value Calculation | | Horizontal/ Vertical Disallowance
h 4

_)I Summary Output |

Position Offsetting:

Specific Risk Charge: Specific Risk charge is calculated based on Categories and Investment grade. The
application first identifies the categories based on the conditions laid by the accord. Once the category is
identified the specific charge weight gets assigned based on category, Basel equivalent rating and residual
maturity.

Category Assignment: The application identifies the categories based on issuer of the instruments as
Sovereign, Corporate, Banks, and so on. To identify qualifying category the application does a count of
number of Basel equivalent issuer ratings present for each instrument. If the count is two or more it is a
qualifying category otherwise it is an others category. For multiple Basel equivalent issuers rating available,
the application does a multiple assessment and figures out the final rating on which the specific risk charge
needs to be assigned. Multiple Assessments logic is based on Basel Para 96, 97, and 98 of revised framework
on capital adequacy published on June 2006. Offsetting of position for specific risk charge is done only in
cases where positions are identical and related to the same issuer.

General Risk Charge: General Risk charge is calculated for each interest rate risk exposure for a reporting
bank. General Risk charge is calculated based on two methods:

0 Residual Maturity Ladder Approach
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Modified Duration Ladder Approach

Under both the methods, the application creates time bands and based on residual maturity or
duration, places each instrument in the respective time bands for offsetting. The matched and
unmatched position across time bands and across three zones attracts general risk charge as per
the definition stated in Basel 11 guidelines for market risk.

(0]

Residual Maturity Ladder Approach: Under Residual Maturity ladder the general risk
charge is calculated for each currency. For multiple currencies the horizontal and
vertical disallowance calculation is done by creating separate residual maturity ladder
for each currency unless the interest rate risk exposures are insignificant for the
reporting bank. In case of insignificant exposures in multiple currencies, exposures are
grouped into a single residual maturity ladder for general risk charge calculation.

Under residual maturity method the application first creates around 15 residual
maturity time bands. The time bands definitions are given in the Basel 1l guidelines
based on coupon being less than 3% or equal to and greater than 3%. All the 15 time
bands are grouped to 3 zones for horizontal disallowance as per the zone definition
given in Basel Il Market Risk guidelines.

The entire end to end processing of general risk charge calculation is done in a
separate table meant only for it and can be pulled out and analyzed in the form of
reports. All the processing steps and related data are stored in the table starting from
time bands assignment, zone identification, thereafter the matched and unmatched
position following horizontal and vertical disallowance and net open position by each
currency.

Modified Duration Ladder Approach: Under Modified Duration Ladder approach, the
application creates duration ladder based on modified duration calculated for each
instrument. Similar, to residual maturity ladder the general risk charge under modified
duration ladder is also calculated for each currency and insignificant positions across
multiple currencies are put into a single modified duration ladder for horizontal and
vertical disallowance calculation.

The duration ladder time band created in the application is based on the definition
given by Basel Il guidelines on market risk. Like residual maturity, for duration based
ladder approach the application creates three time zones for each modified duration
time band.

All the processing attributes used under modified duration ladder approached is stored
in a separate table starting from modified duration, assumed rate change applied, time
band assigned and zonal horizontal and vertical disallowance output by each currency.

Horizontal/Vertical Disallowance: The application does horizontal or vertical disallowance first netting
opposite position within each time band and then across time bands for the carry over position. In Maturity
ladder approach, each instrument position within the time band is weighted with the general risk weight and
summed as aggregate long and aggregate short position for each time band. The post offset amount for each
long and short position is multiplied by its modified duration and the assumed rate change to get the post offset
weighted long and weighted short position under duration ladder approach. The application does a vertical
disallowance by offsetting the weighted long and short position in each time-band, resulting in a single short or
long position for each band and carrying over the open position for offsetting across time bands and then

across three zones.

The residual net portion in each zone are then carried over and offset against opposite portions
in other zones.

The net open portions left after matching non adjacent zones are carried over as net positions.
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The capital charge is applied at each state for the matched and unmatched position as per the
capital charge stated in Basel Il guidelines for market risk.

Summary Output: For reporting purposes, the application moves data from market risk capital table to market
risk reporting table.

At the end, Risk Weight Asset is calculated in Market Risk summary table by multiplying
capital charge with 12.5.The interest risk charge gets reported out of market risk summary table
under Interest Risk charge reporting line. Specific and general risk charge for interest rate is also
reported separately from the summary table.

. Equity Risk Charge: The application calculates equity capital charge as summation of Specific Risk
charge and General Risk charge. The process flow for calculation of Equity Risk Charge is as follows:

Equity Capital Charge
Position Offsetting
Specific Risk Charge General Risk Charge
Summary Output <

Position Offset: Long and short position in the same equity instrument are offset for the matched position and
net open position is carried forward as net long or net short position for specific and general risk charge
calculation.

Specific risk charge: The application assigns specific risk charge as 8% on gross equity positions. For an
index equity which is well diversified a 4% specific risk charge is applied. In case of equity derivative, the
application takes into account either any future related arbitrage or deliberate arbitrage strategy created on
equity. In case equity arbitrage is created out of futures, the application takes the arbitrage information as a
mapping in equity arbitrage mapping table where any opposite future derivative created as hedge for the
underlying equity exposures is expected. The application applies a 2% specific charge on lower of opposite
index position created or equity underlying.

In case of deliberate arbitrage position in equity, 90% or more of matched position between
index and equity gets a 4% capital charge. For the slippage of 10% or less, equity weightage in
the basket is calculated as particular equity position amount out of total equity amount and then
compared with equity weight age as part of index for value less than equal to 10%. The 10%
value is identified as a slippage and an amount lower of equity or index is carried forward as net
open long or open short position and a 8% specific risk charge is applied.

In case of depository receipts with opposite position in underlying identical equities, the
mapping is expected in a depository receipts and issue mapping table where the depository
receipts are mapped against the underlying equity with a conversion factor to take care of the
conversion amount for offsetting. The matched opposite position in underlying equity are offset
and the net open position are carried forward for an equity specific and general risk charge.

ORACLE

Oracle Financial Software Services Confidential-Restricted 43



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

General risk charge: The application applies 8% general risk charge for equity instrument type.

Summary Output: The Equity risk charge gets reported out of market risk summary table under equity charge
reporting line. Specific and general risk for equity is also reported separately from the summary table.

. Forex Risk Charge: The process flow for Forex capital charge is as follows:

Calculation of Capital for Forex Position

¥

Forex Data Population

v

Calculation of Net Open Position

¥

Forex Capital Charge

¥

summary Output

Forex Data population: All foreign exchange exposure data is expected at a net level by each currency in a
separate table meant only for forex exposures data. Forward currency position, asset, liability, accrued interest,
profit and loss, structural position, etc in different currencies are captured separately in the forex exposure
table.

Calculation Net Open Position: The net open position is the maximum value of the net long and net short
position across all currency exposures plus the value of gold.

Forex Capital charge: The application applies the short hand method for forex risk charge calculation by
treating all the currencies to be same and applying 8% risk charge on net open position.

Summary Output: The forex risk charge gets reported out of market risk summary table under forex charge
reporting line.

. Commodity Risk Charge: The process flow is as follows:
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| Calculation of Capital for Commeodities |

v

| Commodity Data Population |

¥

Calculation of Net Open Position |

¥

\ 4 L]
Simplified Approach | | Maturity Ladder Approach

| Summary Output |

Commodity Data Population: Commodity data is captured at an exposure level with commodity identifier as
information. Commodity identifier is referred from the list of commodities available in the dimension table
meant only for commaodities.

Position Offset: Application does a position offset for commodities based on common commodity group
identifier. The net long and short position is carried forward for commodity risk charge application. In case of
any derivative position taken on commaodity, the capital charge is calculated based on position conversion to
capture both option or interest rate risk charge if existing and a capital charge for the commodity

Simplified Approach: In case of simple approach, application moves date from market risk exposure table to
market risk commodity capital table. In Simplified approach, application calculates 15% capital charge on the
net open long or open short position plus an additional 3% capital charge on gross position (long plus short) for
each commodity group.

Maturity Ladder Approach: In maturity ladder approach, Application creates 7 maturity ladders as per the
definition given in Basel Il guidelines for Market Risk. The offsetting is done within each time band and for
the matched position 1.5% capital charge is applied and the net open position of each time band is carried
forward and a capital charge of .06% is applied to all the carried forward amounts. For the final net open
position post offset across the time bands a capital charge of 15% is applied

Summary Output: The commodity risk charge gets reported out of market risk summary table under
commodity charge reporting line.

. Options Risk Charge:

| Calcul of Capital for Cor d I

N

| | I}

simplified Approach | | Delta Plus Approach I | Scenario Matrix Approach

v

| Greeks Calculation I

1

| Underlying Capital Charge I

¥

| Sensitivity Charge Calculation

¥

| Summary Qutput I

Simplified Approach: In simplified approach for option type being long cash and long put or short cash and
long call, application calculates in the money values for the option. In case of in the money option the value is
calculated as the number of units multiplied by the difference of underlying forward price and strike price if
the residual maturity of the option is greater than 6 months. In case of the residual maturity of the option
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contract being less than or equal to 6 months the in the money value is calculated as number of units multiplied
by the difference of underlying current market price and strike price.

The capital charge is arrived as the difference between sum of general risk and specific risk on
the underlying value and in the money value of the option. For long put or long call application
applies the capital charge as least of sum of general risk and specific risk on the underlying and
option premium value.

Delta Plus Approach: In delta plus approach the option taken on any underlying contract goes for position
conversion. The position conversion is detailed in the position conversion block. The purpose of position
conversion is to create multiple positions with delta weighted amounts and send each position for respective
capital charge calculation.

Greeks Calculation: Application calculates Greeks for options based on the option contract information. The
Greek calculation involves calculating implied volatility, delta, gamma and vega. The information required for
calculating Greek is explained under “Position Conversion Parameter Assignment”. Each of the Greek
calculated then participates in sensitivity charge calculation.

Underlying Capital Charge: For options contract in equities, commaodities, gold, currencies, etc. one leg goes
into interest risk calculation and the underlying leg goes into the respective asset (i.e. equity, forex,
commaodity, etc.,) charge calculation as the case may be.

Sensitivity Charge Calculation: For options, total charge includes underlying capital; charge plus sensitivity
risk charge. Sensitivity risk charge includes delta risk, gamma risk, and vega risk charge. The formula used
against each of the sensitivity charge is as per Basel Il guidelines on Market risk.

Summary Output: The capital charge for option is reported from summary table where reporting line is
options where as the underlying risk charge gets reported under the respective reporting line.

Scenario Matrix Approach: Currently the application does not cater to scenario matrix approach for option
contracts.

Key Data Elements

A few key data elements are listed in this section. For a complete list of tables and columns to be populated
Download Specification document.

For Staging Data Population the key data elements involved are as follows:
. Interest Rate Historical Data: Interest Rate information for IR instrument is stored here.
. Bank Positions: Price of Instrument and No of Units for OTC instruments are stored here.
. Market Instrument Contract: Price of Non-OTC instruments is stored here.

For Market Risk Processing the key data elements involved are as follows:

e Instrument contract: Instrument Type, Counter party type, currency code, coupon rate, effective date,
maturity date, strike price, coupon rate, coupon frequency are stored here.

. Forex Exposures: Exposure amount, asset amount, asset accrued interest, asset accrued profit are
stored here.

. Instrument Position Mapping: This table is seeded data where instrument type, its position like
‘SHORT’ or ‘LONG’ ,its position conversion code like ‘LONG’ or ‘SHORT’ is stored. This is
required in case of position conversion of instruments.
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Internal Model Method

Overview

As per internal models approach for VVaR calculation Banks has to provide for capital requirement which is
higher of

. Previous Day VaR

e  Average of previous 60 days Vat multiplied by a factor
Bank also needs to calculate stress VaR modeling movement of risk factor due to extreme scenarios. Total
Capital requirement is a summation of normal VaR plus stress VaR.

Process Flow

Data Population

¥

IMM VaR Adjustment

¥

BackTesting

¥

RiskWeighted Assets

v

Summary Output Population

. Data Population: First the application populates VVaR data from stage market risk VaR data to fact
market risk VaR data. The application expects VaR, stress VaR, Hypothetical and Actual Profit and
Loss data as input from bank at a portfolio level.

. IMM VaR Adjustment: The application takes the maximum of previous day VaR and 60 day
average VaR which comes input and apply a factor of 3 to arrive at a final VaR number. Similar
approach is followed for stress VaR and then normal VaR and stress VaR are added up for final
capital requirement under market risk IMA.

. Back Testing: The application does a back testing of VaR number by comparing the total VaR with
hypothetical an actual profit and loss. In case the VaR breaches the hypothetical an actual profit and
loss solution updates each breach as an exception.

e  Risk Weighted Assets: VaR number is changed to RWA by multiplying an inverse of 12.5.

e  Summary Output Population: The reporting of VaR numbers happens out of fact market risk
summary under respective reporting line item.

Operational Risk
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Overview

Operational Risk (OR) is an adverse outcome resulting from internal events or external events. Adverse
impact due to internal events can arise from inadequate or failed internal processes, people, or systems.
External losses can occur due to theft of information or hacking of systems. The Basel Il accord has
prescribed three methods for calculating OR capital charges and banks can use any of these methods to
calculate capital charge:

. Basic Indicator Approach
. Standardized Approach
e  Alternative Standardized Approach

NOTE: While executing Solo Run for computing Operational Risk the parent entity data is processed.
However, for a Consolidation Run the Parent entity as well as the subsidiary data is processed.

Basic Indicator Approach

To calculate the Capital Charge under the Basic Indicator Approach (BIA), the annual gross income for
each of the past three years for a standard line of business is multiplied by a fixed percentage of 15%. Then
the average is considered to calculate the capital charge. If the annual gross income is negative or zero in
any of the past three years, then the value from the numerator is excluded thereby reducing the base
denominator by the same count.

The Capital Charge formula is as follows:
Ko = [Z (Gl ﬂ']]f'”

Standardized Approach

In this approach, banking activities are divided into eight lines of business. The Gross Income for each line
of business is multiplied by the beta factor which is pre-defined in the Basel Il Accord. Every year the
gross income of the standard line of business is multiplied by respective beta factor. The total capital
charge is calculated as the three-year average of the sum of the regulatory capital charges across each lines
of business every year. The total Capital Charge is calculated as follows:

Krsa =1 e rsMax[ Y (Glig % f,5). D]};-’S

Where
Ktsa = the Capital Charge under the Standardized Approach

Glis = annual gross income in a given year (as defined in the Basic Indicator Approach) for each
of the eight lines of business.

Bis= afixed percentage, set by the committee, relating the level of required capital to the level
of the gross income for each of the eight lines of business.

Alternative Standardized Approach

This approach is an extension of the standardized approach. In this approach for two lines of business:
Retail Banking and Commercial Banking, the Loan and Advance amount is used (rather than Annual gross
Income) which is multiplied by the fixed factor “m” and the beta factor. The beta factor as in the
Standardized Approach remains the same for Retail and Commercial Banking. The constant factor “m” is
equal to 0.035. The capital charge for Retail and Commercial Banking uses the Loan and Advance Amount
and for all the others the calculation of capital charge is the same as in the Standardized Approach. The
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total capital charge is calculated as the three-year average of the sum of the regulatory capital charges
across each lines of business every year.

Process Flow

Prerequisite

Before calculating the capital charge for Operational Risk, the following should be computed as a
prerequisite:

In the processes OPS _RISK STD_APPROACH, OPS_RISK BASIC_IND_APPROACH, and
OPS _RISK_ALTERNATE_STD_APPROACH the task defined as OR_Capital Std_App,
Opr_Risk_Capital_Charge, and OR_Capital_Std_App respectively, should mention the number of years
(in the past) as a parameter for capital calculation.

For example: if the previous 3 years are considered, then assign 3 as a parameter against the task
OR_Capital_Std_App. Therefore, in the future if the previous 4 years have to be considered then change
that particular parameter only.

After defining the parameter the procedure to compute Operational Risk is as follows:

Operational Risk Data Population

)

Internal to Standard LOB reclassification

)

Annual Gross Income Calculation

)

Capital Charge Calculation

)

Risk Weight Asset Calculation

!

Operational Risk Summary Data Population

e  Operational Risk Data Population: The input data for each of the financial years mapped along with
the Internal Line of business are populated in the processing table.

° Internal LOB to Standard LOB Reclassification: The internal lines of business are reclassified into
Basel standard lines of business.

e  Annual Gross Income Calculation: For each of the standard line of business, for each financial year
the Annual Gross Income is calculated.

e  Capital Charge Calculation: Capital Charge is calculated by multiplying the alpha value or the beta
value (for Basic Indicator Approach or Standardized Approach) with the annual income of each year
across each standard line of business. Then the average of 3 years is considered (If the values of all
the 3 years are positive). If the values of all the 3 years are not positive then exclude zero or the
negative value from both numerator and denominator.

. Risk-Weight Asset Calculation: The Capital Charge value obtained is then converted to equivalent
Risk-Weighted Asset value by multiplying with the factor 12.5.
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. Operational Risk Summary Data Population: The RWA amount is populated into OR summary
table along with the entity for which the OR RWA is calculated. The application converts all the
elements in Annual Gross Income and Loan and Advance amount reported in their respective national
currency to the reporting currency. While calculating Annual Gross Income or Loan and Advance
amount for the subsidiary that are part of regulatory consolidation, the amount is limited to the share-
holding percentage. Hence, a subsidiary which is part of regulatory consolidation and parent holding
in the subsidiary is say 45%, the amount limited to 45% is considered for gross calculation. Similarly,
if the holding is more that 50%, the entire amount is considered for gross calculation.

Key Data Elements

A few key data elements need to be noted while calculating the Capital Charge for OR for the consolidated
entity. To view the complete list of tables used for CCR computation refer to the Download Specification
document.

. Entity details which are part of regulatory consolidation and parent entity share holding percent is
required.

. Net Interest Income, Net Provision Amount, Net Non Interest Income, Operating Expenses, Security
Sale Gain or Loss from HTM, Insurance Irregular Loss, Security Sale Gain or Loss from AFS and
Insurance Irregular Gain for each line of business and for each financial year is required.

4.1.3 Capital Structure

Overview

Basel Il capital structure calculates the total capital of the Bank Holding Company. The total capital
consists of the following components:

e  Tier 1 Capital
e  Tier 2 capital
e  Tier 3 Capital

Tier 1 Capital consists of core equity capital, retained earnings, and disclosed reserves. Tier 2 capital
consists of undisclosed reserves, revaluation reserves (discounted by 55%), general provisions, hybrid debt
capital and subordinate term debt. Tier 3 consists of short term subordinate debt covering market risk
instrument.

The total capital amount arrived for each tier of Capital is followed by deduction of Goodwill, Investment
in the subsidiary engaged in BFSI, Reciprocal Cross Holding, and expected loss greater than Total
Provision amount. These line items are deducted 50% from Tier 1 capital and 50% from Tier 2 capital.
Securitization transaction and DTA are deducted from Tier 1 Capital.

Tier 2 capital is limited to 100% of Tierl capital whereas Tier 3 capital is limited to 250% of Bank’s Tierl
capital. The total capital ratio must be no lower than 8%.

NOTE: While executing Solo Run the parent entity data is processed. Investment into the subsidiary data
undergo RWA calculation as per credit risk and market risk rule. Capital line item pertaining to
parent entity is only processed. For Consolidation approach, the Parent entity as well as the
subsidiary data is considered. All the GL line items are expected at Solo level for each entity. The
consolidated data is discarded.

Assumption

The GL codes are expected to be wunique across entitiess in STG_GL_DATA and
DIM_CAPITAL_ACCT_HEAD.
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Process Flow

Level Selection and Approach Selection Calculation

v

Gross Capital Calculation for T1, T2, and T3

o

Internal Transaction and Reciprocal Cross Holding
Transaction

e

Regulatory Adjustment to Tier 1 and Tier 2

i

Calculation of Met Capital

o

Total Capital Calculation

v

RWA Calculation for CR, MR, OR and Phase in
arrangement

v

Capital Ratio Calculation

. Level Selection and Approach Selection Calculation: To process the Capital for a Banking
Organization, the organization level at which the capital has to be calculated and also whether to
execute Solo Run or Consolidation Run must be defined. If Solo is selected, only for that particular
selected banking organization the capital is calculated, and if Consolidation is selected all the entities
that fall under the umbrella of the selected organization is part of Capital calculation. This is done in
task — *Capital Consolidation Level Selection’ in process ‘CAPITAL_CONSOLIDATION’

Based on the share-holding percentage of the Parent Bank in the subsidiary, and the consolidation
approach to be followed (Consolidation Approach, Deduction Approach, and Deduction Approach)
for each of the entity, the Basel approach is selected. For example: if the share-holding for an entity is
35% and part of consolidation process, the approach selected for this entity is pro-rata consolidation.
The above reclassification is done in task — ‘Cap Consl Basel Approach Type Reclassification for an
Entity” in process ‘CAPITAL_CONSOLIDATION’

. Gross Capital Calculation for T1, T2, and T3: The total gross capital for each Tier of capital that is,
T1, T2, and T3 are calculated as per the definition of T1, T2, and T3 by adding the relevant financial
instrument in each tier of Capital. The above calculation is done in sub process — ‘Capital
Components Calculations’ in process ‘CAP_STRUCT’.

. Internal Transaction and Reciprocal Cross Holding Transaction: All inter-group and reciprocal-
cross holding capital investments are marked as internal customer transaction and reciprocal cross
holding respectively. The marking is done by populating appropriate standard account head surrogate
key for the exposures which qualifies as internal transaction or reciprocal cross holding.

. Regulatory Adjustment from Tier 1 and Tier 2: All the regulatory adjustment line items are
identified and 50% of the total amount is deducted from Tier 1 capital and 50% from Tier2 Capital. In
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order to handle this 50-50 deduction all the regulatory adjustment line items are moved to table
FCT_CALC_ACCT_HEAD where each of the regulatory adjustment line items are equally split into
2 records, with one Capital Component group of one record marked as ‘“TLCOMP’ and other record as
“T2COMP’. The above processing is done in sub processes — Calc Acct Head Population and Std
Acct Head Population in the process CAP_STRUCT.

e  Calculation of Net Capital: Net Tier 1 Capital is calculated by deducting the Securitization
transaction, DTA and 50% of regulatory adjustment line item. Similarly Net Tier 2 is calculated by
deducting 50% of regulatory adjustment line item. If Net Tier 2 is greater than Net Tier 1 capital, than
Net Tier 2 is limited to Net Tier 1 capital.

e  Total Capital Calculation: Sum the total Net Tier 1 capital, Net Tier 2 capital and Net Tier 3capital
to obtain the Total Eligible Capital.

. Risk Weighted Asset (RWA) Amount — Credit Risk, Market Risk and Operational Risk: The
RWA amount for Non Securitization, Securitization, Market Risk, and Operational Risk are
calculated by summing up the RWA amount is reported under different headings as ‘Risk Weighted
Asset amount for Standardized Portfolios for Non-Sec, “Sec Std RWA” for Sec portfolio, “Market
Risk RWA” for Market Risk and “Operational RWA” for Operational Risk.

. Capital Ratio Calculation: T1 ratio and Capital Adequacy ratio are calculated using the Total RWA
amount and Net T1 Capital, and Total Capital amount. The above processing is done in sub process —
Capital Components Calculations in the process CAP_STRUCT.

Key Data Elements

A few key data elements to process the capital structure for the consolidated entity are as follows. For a
complete list of tables and columns to be updated refer to the Download Specifications document:

. Entity details which are part of regulatory consolidation, and parent entity share holding percent.

e  The capital structure component for each tier of capital for all entities involve in regulatory
consolidation.

e The General Ledger line items are captured as download in Stage General Ledger Data
(STG_GL_DATA).

. If and capital Line item like ‘MR RWA’ or ‘OR RWA'’ is available as download, then these Non GL
line items are expected as download in Stage Standard Accounting Head
(STG_STANDARD_ACCT_HEAD).

e  The standard account head id of line items like ‘Net Tier 1 Capital’, ‘Capital ratio’, etc which are
computed by application are expected to be mapped to Capital Account Identifier —OTHERS’. So
that the application populates these line items into Fact Standard Accounting Head
(FCT_STANDARD_ACCT_HEAD) with initial value as 0. Later this value will be over written by
application.

. Information stored in FSI_CAPITAL_STANDARD_MAPPING is a mapping of GL capital line items
with seeded data in DIM_STD_ACCT_HEAD. For all jurisdictions this mapping needs to be present.

FSI_Capital_Standar
d_Mapping_Basic.xls.

4.1.4 Capital Consolidation

Capital Consolidation Level Selection:
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The reporting bank may be a part of a financial group that has multiple legal entities like parent or child
entities (subsidiaries) under its name. The entity for which processing is to happen has to be selected by
you. You also have to select whether a ‘Solo’ or ‘Consolidation’ execution is to be done. You can select
these options using the run execution screen, but if the execution is executed using RRF execution then
these options have to setup using the rule ‘Capital Consolidation Level Selection’ in the process
‘CAPITAL_CONSOLIDATION’

CAPITAL_CONSOLIDATION is the first process to be added in all the runs defined through Run Rule
Framework except the ones for staging data population. Run Management screen selects this process by
default.

Run Parameters Assignment:

Basel Accord mentions about different approaches for calculating RWA. Run management framework in
the product allows the reporting bank to define and execute a Run by selecting a combination of different
Basel Il approaches for RWA computation.

Run parameter Assignment is also part of Capital Consolidation process. The rule ‘Run Definition User
Defined Run Param Assignment’ is used to assign the run parameters in case of a run executed through
Run Rule Framework. But if the execution is through run management, the parameters are populated based
on the run defined in the run definition screen.

Approaches Followed in Capital Consolidation
The three approaches followed by the Capital Consolidation are:

Consolidation Approach(CONSL): Under this approach, all the entities of the bank’s organizational
structure are considered. This includes all the entities/subsidiaries that belong to the same jurisdiction. All
the exposures of the entities in the organizational structure are considered for computing risk weighted
exposures, except the intra-group exposures.

Aggregation Approach(AGG): This approach is similar to the Consolidation approach but is used in the
cases, where some of the entities that are part of bank’s organizational structure belong to a different
jurisdiction. The capital requirement of the affiliate is computed as per the jurisdiction that it is subject to
and is then aggregated with the rest of the group’s capital requirement. Intra-group exposures are not
excluded in this approach.

Deduction Approach(DED): This approach is used in the case where some of the subsidiaries/entities that
are part of bank’s organizational structure are excluded from consolidation. In such a scenario, the
regulatory investment in the excluded subsidiary attributable to the rest of the group are deducted from the
consolidated capital requirements.

4.2 Basel 111

For the current OFS Basel Basic approach 6.0.0.0.0 release Basel Il related changes have been
incorporated for the BIS segments only.

4.2.1 Changes in BIS Segment

The Capital Consolidation approach in the previous releases of the Basel Application was compliant with
Basel 1l guidelines. With this release, this has been modified to be compliant with Basel Il guidelines
issued by Basel Committee. You also have the option of selecting any one of the Basel 1l or Basel Il
processes. As per the Basel Il guidelines, the following changes have been incorporated in the BIS
segment:

. Credit Risk Mitigation process for non securitized exposures (there are no changes in the computation
of Credit Risk for securitized exposures)

. Capital Structure
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. Capital Buffers
o Leverage Ratio

e  Credit Valuation Adjustment

Credit Risk for Non Securitized Exposures

The application supports the computation of Credit Risk RWA as per the guidelines laid out in the Basel
Accord. Credit Risk RWA computation is broken down to Credit Risk for Non Securitized Exposures and
Credit Risk for Securitized Exposures. For Credit Risk for Non Securitized Exposures, the application
follows Standardized Approach.

Standardized Approach

All the credit risk exposures are identified by their product types, counterparty types and their
corresponding asset classes by the application. A sample list of Products Types, Party Types, Mitigant
Type, credit ratings are pre-defined in the Basel Application. However, this list and naming convention
differs from one bank to another. Hence, the application reclassifies the bank’s data into standard data as
per the Basel accord. The application reclassifies the bank’s product types and party types to Basel standard
product and party types. Based on these standard Basel product and party types, an asset class for each
exposure is formed. For equity exposures, the asset class is formed on the basis of equity type and Basel
product type. The application does further data processing based on these standard reclassifications. In the
current release, some new product types have been added in the list and the application is updated to
reclassify them to new Basel standard product types.

Some exposures may be hedged against credit risk through various mitigants like guarantors, collaterals,
credit derivatives, and so on. These provide certain mitigation to credit risk and should be considered while
computing Credit Risk RWA as per Basel norms. Hence, the application calculates both pre-mitigation
exposure amount and post-mitigation exposure amount.

The Basel committee has revised Credit Risk Mitigation (CRM) guidelines to a large extent and the same
have been incorporated in the application. The changes at a macro level relate to the recognition of the
eligible mitigants, applicable for both the Securitized as well as the Non-Securitized exposures. BCBS has
also revised the haircuts to be applied for the debt securities issued by a securitization transaction which act
as collateral. The remaining processing for CRM remains the same as per the previous releases of the Basel
application. Based on the asset class, the application calculates the pre CRM EAD for each exposure. This
value signifies the maximum loss that the bank may undergo in case of default on this exposure, prior to
considering any mitigation effects. Through CRM process, the bank takes into account the mitigation effect
and calculates the post mitigation exposure at default amount. This signifies the maximum loss that the
bank may undergo in case of default on this exposure, after considering all the mitigation effects.

The application also computes pre mitigation risk weighted assets (Pre CRM RWA) and post mitigation
risk weighted assets (Post CRM RWA) by multiplying the respective EAD by risk weight. The risk weight
in this case is arrived at by analyzing the credit rating of the exposures or mitigants as per the Basel
guidelines. Some credit risk exposures that fall under the category of internal transactions like holding own
subsidiaries shares or investment in its capital, reciprocal cross holding, and so on, are treated separately
under capital structure.
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Rating Information Processing

v

Data Population

v

Currency Conversion

v

Reclassification

v

Pre CRM EAD Computation

v

Risk Weight Assignment

v

Pre CRM RWA Computation

v

Mitigant Eligibility

v

Mitigant Risk Weight

v

Mitigant Hair cut Assignment
histe

v

Allocation of Mitigants to Exposures

v

Past CRM RWA Computation

The processing of only mitigants eligibility is different in this current release whereas processing of all

other line items remains the same.

Mitigant Eligibility and Haircut Assignment

Overview

As per the Basel Il guidelines, BCBS recognizes the need to change certain criteria in the eligibility of
mitigants due to the economic crisis of 2008. It has revised the criteria for recognition of the eligible
mitigants, applicable for both the Securitized as well as the Non-Securitized exposures. BCBS also revised
the haircuts to be applied for the debt securities issued by a securitization transaction which act as
collateral. These changes are an outcome of the financial crisis of 2008, because these transactions are very
much sensitive to the price changes. This is applicable in the case of Standardized Approach.
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Process Flow

Rating Information Processing

¥

Pre-CRM RWA Computation

¥

CRM Process

The process flow for the CRM is the same as what is existent in the application for Basel 1l except for few
differences. The differences are in the Mitigant Eligibility and the Mitigant Haircut Assignment. The
Mitigant Eligibility depends on the original ratings in the case of Securitized exposures. Hence this has an
effect on the credit rating processing.

. Rating Information Processing: All the rating information of the mitigants are populated from the
staging tables to the processing tables. The mitigants rating information are captured in the
instrument rating details. The flag Y in the F_ORIG_CREDIT_RATING_IND indicates that the
rating is the original rating or the rating of the instrument at the time the protection was given and N
indicates that the rating is the current rating.

This is handled in the CREDIT_RATING_PROCESSING process.

Also, multiple assessment is performed for the mitigants current rating as well as the original rating.
This is handled along with the multiple assessment of the exposures.

e Pre-CRM RWA Computation: The application computes the Pre-CRM RWA based on the
approach selected — standardized.

. CRM Process: The Mitigant Eligibility, Mitigant Risk Weight, Haircut Assignment and Allocation of
Mitigants to Exposures are handled in CRM sub-process. The mitigant eligibility and the haircut
assignment are the tasks which are different from the Basel 11 tasks.

Mitigant Eligibility: The application identifies the eligible mitigants based on the criteria as mentioned by the
Basel Accord. The application identifies the following mitigants— Collateral, Guarantees, and Credit
Derivatives. The application is capable of using the Simple Approach as well as the Comprehensive Approach
for the mitigants which are part of the collateral. The application identifies the eligibility of the financial
collateral separately for the simple approach and the comprehensive approach. The eligibility of the collateral
mitigants are based on the party type of the mitigant, mitigant type, the credit rating assigned to the mitigant or
the party (as applicable) and whether the collateral is classified as a senior or not. In the case of equity, the
eligibility is based on the main index equity and the equity trading status. In the case of Mutual funds, the
eligibility is based on the eligible mutual fund indicator.

The application also identifies whether the mitigant is a resecuritized exposure and if yes, makes
it ineligible. The application identifies the eligibility of the guarantees and credit derivatives
based on the party type of the mitigant and the credit rating assigned to the issuer of the
mitigant. This is based on the satisfaction of the criteria as specified in the Basel Accord. All the
guarantees and credit derivative issued by Issuers who are reclassified as Other Entities will be
treated as eligible for Non-Securitization exposures if they have any rating assigned to them. All
the guarantees and credit derivative issued by Issuers who are reclassified as Other Entities will
be treated as eligible for Securitization exposures if they satisfy the current rating and the
original rating criteria specified by the Basel Accord.

Haircut Assignment: The application assigns the various haircuts, as applicable to the Mitigants. In the case
of collateral following simple approach for recognition, there will be no haircuts assigned to the Mitigant. In
the case of collateral following Comprehensive approach, the application is flexible to use the Supervisory
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haircuts, and scale up if required based on the minimum holding period or use the Bank’s own estimate of
haircuts. The application applies the Volatility haircut, forex haircut and the maturity mismatch haircut to the
mitigants as appropriate. This is as per the Basel Accord regulations. The volatility haircuts for debt securities
which are mitigants have been modified to include the securitized exposures.

Only eligible mitigants are considered for haircut assignment and for further processing. The
eligible mitigants are moved from mitigants table to sub exposures table.

The CRM change is applied in the following processes:
e  BASELIII_NON_SEC_STD
e  BASELIII_SEC_STD

This is applicable in the case of Basel 1l Standardized Approach. This change has an impact
for both the Securitized Exposures and the Non-Securitized exposures.

Key Data Elements

A few key data elements are listed in this section. For a complete list of tables and columns to be updated
refer to the Download Specifications document.

For Mitigants

e Resecuritized exposures Mitigant — The mitigants belonging to resecuritized exposures will have “Y” value
in this field. The application will mark them as ineligible mitigants.

e  Securitized exposures Mitigant — The mitigants belonging to resecuritized exposures will have “Y” value in
this field. The application will assign different volatility haircuts for these, depending on the current ratings
and the residual maturity.

For Ratings
. Current Rating for the Guarantees and Credit derivatives issued to Non-Securitized Exposures.

Current Rating and Original Rating for the Guarantees and Credit derivatives issued to Securitized
Exposures.

Capital charge for Qualified CCP’s is not being capped with capital charge for Non- qualified
CCP’s currently

Workaround:

Capping is happening for default fund contributions. In Basel, the capital computation is done at aggregate
level and not at exposure level. For capping of capital of cleared transactions with QCCP, we can first cap
the RWA calculation as the capital is flat 8% in case of cleared transactions.

Create a new rule named as ‘Post Mitigation RWA for CCP Exposures’. The source hierarchy will be
HBL0098 (Qualifying CCP Indicator — Exposure). The measure should be N_RWA_UL_AMT for both
nodes of the hierarchy. For QCCP i.e. for Y node of this hierarchy, the target will be
n_std_acct_head_amount in fct_standard_acct_head corresponding to the new CAP ID. The CAP ID
description will be ‘“Total RWA for Qualified Central Counterparty’. For non-QCCP i.e. for N or blank
node of this hierarchy, the target will be n_std_acct_head_amount in fct_standard_acct_head corresponding
to the new CAP ID. The CAP ID description will be *Total RWA for Non-Qualified Central Counterparty’.

Both the above new CAP ID’s (‘Total RWA for Qualified Central Counterparty’ and ‘Total RWA for Non-
Qualified Central Counterparty’) will be summed up to populate another CAP ID in
fct_standard_acct_head having description as 'RWA for Central Counterparties'. This rule will be called
‘RWA for Central Counterparties’. Both the rules detailed above will be placed in process
‘BASELIII_NON_SEC_STD’, under sub-process ‘Non Sec Post-CRM Process’ at the end of this sub-
process in the order in which they’ve been detailed above.

In the rule that computes the total credit RWA (CS - Basel 11l Credit RWA), modify the existing BP to sum
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RWA for exposures that are not cleared transactions. Introduce hierarchy HBL0095 (Cleared Transaction
Indicator — Exposure) and map existing BP to N or blank node of this hierarchy. Populate target as a new
CAP ID with description 'Credit RWA for non central counterparties' in fct_standard_acct_head. Rename
the existing rule as "BIS-CS-Basel 111 Credit RWA for non-CCP". Create new rule as "BIS - CS - Basel Il
Credit RWA". This rule will have the sum of new CAP ID for CCP ( 'RWA for Central Counterparties')
and CAP ID for non-CCP (‘Credit RWA for non central counterparties’) and populate to CAP169 (Credit
RWA).

Standardized Approach for Counterparty Credit Risk

Overview

The Standardized Approach for Counterparty Credit Risk (SA-CCR) is an alternative for Standardized
Method (SM) and Current Exposure Method (CEM) for Counterparty Credit Risk (CCR) in Credit Risk.
Banks can use SA-CCR approach while they follow Standardized or IRB approaches for credit risk. The
SA-CCR approach is applicable for Over the Counter (OTC) Derivatives, Exchange Traded Derivatives,
and Long Settlement Transactions.

Important: The changes detailed in this section will be applicable only from 1 Jan 2017. Therefore, only
those Runs with the FIC_MIS_DATE greater than or equal to 1 January 2017, will be executed.

According to the guidelines, the banks that do not have approval to apply the IMM approach for the
relevant OTC transactions, must use SA-CCR.

Ensure that you have modified the data type length of V_PARENT_EXPOSURE_ID column in
STG_UNDERLYING_EXPOSURES table to VARCHAR2(50).

NOTE: This approach does not impact the IMM approach for CCR and any processes for IRB (AIRB or
FIRB) runs.

Process Flow
The following flowchart depicts the process flow of SA-CCR.
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Replacement Cost

The Replacement Cost (RC) is computed differently for margined and unmargined netting agreements. The
Exposure at Default (EAD) for margined netting agreement is capped at the EAD of the same netting
agreement calculated on unmargined basis.

Note: The RC has been capped to zero to ensure that the replacement cost does not become negative value
when the bank maintains NICA in excess of TH+MTA.

For unmargined transactions, the RC intends to capture the loss that occurs when a counterparty defaults
and closes out its transactions immediately. For margined transactions, the RC intends to capture the loss
that occurs if a counterparty defaults at present or on the future, assuming that the closeout and replacement
of transactions occur instantaneously. However, there may be a period (the margin period of risk) between
the last exchange of collateral before default and replacement of the trades in the market.

The RC can be calculated as follows:

For unmargined transactions:

RC= MAX {V-C; 0}

Where V = Value of the derivative contract in netting set

C = Haircut value of net collateral held.

For unmargined transactions:

RC = MAX {V-C; TH+MTA-NICA; 0}

Where, V = Value of the derivative contract in netting set

C = Haircut value of net collateral held

TH = Positive threshold before counterparty sends collateral to bank
MTA = Minimum transfer amount applicable to counterparty
NICA = Net Independent Collateral Amount

The formulation for RC for SA-CCR approach depends on the transaction types (margined or unmargined).
You need to distinguish between the transactions that require only Initial Margin (IM) and no variation
margin (VM) that is unmargined transactions and the transactions that require both IM and VM that is
margined transactions.

The following tables are referred to as derivative tables in the application. Note that the data for
counterparty credit risk related transactions that is for derivatives, are expected in these tables:

e STG_FUTURES

e STG_OPTION_CONTRACTS

e STG_SWAPS_CONTRACTS

e STG_CREDIT_DERIVATIVES.

The N_MARKET_VALUE column in all the preceding derivative tables is used to store the market value
of the derivative contract.

NOTE: Due to uncertainty in the guidelines regarding the treatment of cross-product netting agreements
(the nettings agreements that include both OTC and SFT), the application calculates the netting
agreement level amounts applicable for OTC derivatives by finding out the proportion of OTC in
the netting agreement and then allocating the contract amounts accordingly to the same under SA-
CCR approach.

IM and VM are expected at netting agreement level. Banks need to provide the same either by dividing the
IM/VVM at counterparty level into netting agreements or by aggregating the IM/VVM at transaction level to
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the netting agreement level. Minimum Transfer Amount and threshold amount should also be provided at
netting agreement level in STG_NET_EXPOSURES table.

Banks are also required to identify the transactions as margined or unmargined and provide the values
appropriately  in  the F_ MARGINED_TXN_IND  column of the STG _FUTURES,
STG_OPTION_CONTRACTS, STG_SWAPS CONTRACTS, and STG_CREDIT_DERIVATIVES
tables. Bilateral transactions, where there is a one-way margining agreement exists in favor of the
counterparty (where bank posts but does not receive collaterals) need to have the value of the column
F_MARGINED_TXN_INDas Y.

Potential Future Exposure (PFE)
The PFE, Add-ons, and Multiplier are detailed in this section.

The PFE add-ons consists of an aggregate add-on component, which consists of add-ons calculated for each
risk category and a multiplier that allows for the recognition of excess collateral or negative mark-to-
market value for the transactions.

Add-on Aggregate is the aggregate of add-on components. The multiplier is defined as a function of the
following three inputs:

*  Value of the derivative contract in netting agreement (V)
»  Haircut value of net collateral held (C)
» Add-on Aggregate.

If the banks hold collateral which is present in excess than the market value of derivative contracts to
reduce the counterparty credit risk, it is called, over-collateralization. If the value of the collateral is lesser
than the market value of the derivatives, the contract is called, under-collateralized. To provide the benefit
of over-collateralization to banks, BIS has introduced a multiplier on the PFE Add-ons. This decreases as
the collateral value increases and is at five percentage of the PFE Add-on.

Therefore, when collateral value is higher than the derivative value, RC becomes zero and the PFE Add-on
is multiplied by a multiplier to factor in the effect of over-collateralization. If the contract is under-
collateralized, that is if the collateral value is less than the derivative value, the replacement cost remains
the same as explained in the Replacement Cost section (for both margined and unmargined). In addition,
the multiplier becomes equal to, one so that, under collateralization neither benefits nor detriments the
bank.

Add-on Aggregate is the sum of the Add-ons for each risk category in a netting agreement. Note that it is
an absolute sum and not a netting effect.

The process for Add-on calculation includes the following steps.

Risk Category

For each exposure, the banks need to identify the primary risk driver of the risk factors such as interest rate,
foreign exchange, credit, equity, or commodity. This is crucial because the Add-on formula for each risk
category is different and it depends on the nature of the risk factors. For Add-on calculation it is assumed
that all the exposures possess zero current mark-to-market value. That is, all the contracts are at-the-money.
The risk categories can be identified by defining the primary risk factors of underlying exposures in the
derivative contracts.

Adjustments

There are multiple factors which are a part of the Add-on estimation formulae for each risk category, based
on which the transactions need to be adjusted. These factors are:

» Adjusted Notional Amount: An adjusted notional amount based on actual notional or price is
calculated at the trade level. For interest rate and credit derivatives, this adjusted notional amount
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also incorporates a supervisory measure of duration.

e Delta Adjustment: Supervisory delta adjustment is made to the notional amount depending on the
position of the trade (long/short) and the type of trade (option, CDO tranche, or neither).

» Volatility Adjustment: Supervisory adjustment is applied to notional amount to capture volatility.

» Hedging Sets: The trades within each risk category are separated into hedging sets and an
aggregation method is applied to aggregate all the trade-level inputs at the hedging set level and
finally at the risk-category level. For credit, equity, and commodity derivatives, this involves the
application of a supervisory correlation parameter to capture important basis risks and
diversification.

e Maturity Adjustment: A maturity factor depending on type of transactions (MF margined, MF
Unmargined) is defined based on the time horizon at trade level. This maturity adjustment factor is
applied to the adjusted notional amount. Maturity adjustment for unmargined transactions is the
lesser of one year and residual maturity of the contract, floored by 10 business days. For margin
transactions, maturity adjustment is calculated after minimum period of risk (MPOR) which
depends on cleared transaction indicator.

Flooring of Margin period of risk for illiquid collaterals and OTC traded exposures is not
supported in out-of-box product.

Workaround:

As per the BIS guidelines, margin period of risk (MPOR) needs to be defined for the derivatives
cleared by central counterparty based on the collateral or derivatives being illiquid. Since the margin
dispute days column is required at the netting set level for the joins in OOB product, the issue requires
a data model change. Without the DM change, the following can be done for workaround:

e F_ILLIQUID_COLLATERAL and F_ILLIQUID_DERIVATIVES should be populated in
fct_non_sec_exposures, these are inputs from the user. T2Ts to be modified:
FUT_EXPOSURE_DATA_CREATION, SWAPS_EXPOSURE_DATA_CREATION,
OPT_EXPOSURE_DATA_CREATION and
CREDIT_DERIVATIVES_DATA_POPULATION.

e Introduce a flag for F_ILLIQUID_TRADE, F_ILLIQUID_COLLATERAL and F_OTC_IND
in fsi_netting_agreement_details. If any one of the transactions in a netting agreement in
fct_non_sec_exposures has F_ILLIQUID_COLLATERAL as Y, then populate
F_ILLIQUID_COLLATERAL asY else N in fsi_netting_agreement_details. If any one of the
transactions in a netting agreement in fct_non_sec_exposures has
F_ILLIQUID_DERIVATIVES as Y, then populate F_ILLIQUID_TRADE as Y else N in
fsi_netting_agreement_details. If any one of the transactions in a netting agreement in
fct_non_sec_exposures has F_OTC_IND =Y, then populate F OTC_IND as Y else N in
fsi_netting_agreement_details. This should be done via multiple BP’s, namely: BP — Illiquid
Trade for Netting agreement; BP — Illiquid collateral for Netting agreement and BP — OTC
Indicator for Netting agreement in the new rule ‘llliquid Trade, Illiquid Collateral and OTC
Indicator for netting agreement’. This rule should be placed as the first rule in sub-process
‘Pre Potential Future Exposure Calculation’.

e Introduce a column N_NO_MARGIN_DISPUTE in fsi_netting_agreement_details. Modify
the T2T ‘NETTING_SET _DETAILS DATA POPULATION’ to populate this column from
stg_net_exposures to fsi_netting_agreement_details for each netting agreement code.

e Introduce a column F_CLEARED_TRANSACTION_FLAG in
fsi_netting_agreement_details. If F CLEARED_TRANSACTION_FLAG in
fct_non_sec_exposures is Y for any one of the transactions under a netting agreement, then
populate F CLEARED_TRANSACTION_FLAG in fsi_netting_agreement_details as Y else
N. This can be done via a new rule ‘Cleared Transaction Update for Netting Agreement’
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which will be placed after “Illiquid Trade, llliquid Collateral and OTC Indicator for netting
agreement’ rule.

e Infsi_netting_agreement_details, assign the following to column
N_MARGIN_PERIOD_OF_RISK:

F_ILLIQUI N_
D_DERIVA MA
TIVES F RG
_ IN_
o] F CL PE
T EARE RI
C N_NO D_TR oD
_ _MAR ANSA 0
F_ILLIQU | GIN_D CTIO F_
ID_COLL N ISPUT N_FL RIS
ATERAL D E AG K
Y Y
/ /
N N N 0 Y 20
Y N Y
/ /
N N 0 Y 20
Y Y
/ /
N N Y 0 Y 10
Y Y
/ / >
N N Y 0 YIN 20
Y Y
/ / >
N N N 0 Y 40
Y N Y
/ / >
N N 0 Y 40

This should be done via a new rule ‘Margin Period of Risk for Illiquid Collaterals and OTC’. This rule
should be placed after rule ‘Non Sec Exposures Margin Period of Risk - Others - SA — CCR’ in sub-
process: ‘Pre Potential Future Exposure Calculation’.

Period or Date Parameters
Four date parameters are used in SA-CCR approach. These are:

» M: This is the latest date on which the contract is active. In such cases where the derivative
contract has another underlying contract (for example, Swaption) and where the exercise of one
contract may result into the position in the underlying contract, M is the final settlement date of
the underlying contract. This input is used in MF adjustment for unmargined transactions.

» S: This is the start date for the interest rate derivatives and credit derivatives. If the derivatives
refer to another underlying interest rate or credit instrument, then the start date is calculated based
on the underlying contract. This value should not be less than 10 days. If the contract has already
started, it should be equal to zero.

For example, for Bond futures, S is the start date of the bonds. These inputs are used for the
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duration adjustment of notional amount for IR and Credit derivatives.

» E: This is the contract end date for the interest rate derivatives and credit derivatives. If the
derivatives refer to another underlying interest rate or credit instrument, then this end date is
calculated based on the underlying contract. This value should not be less than 10 days.

For example, for Bond futures, it is the end date of the bonds. This input is used for the duration
adjustment for notional amount of IR and Credit derivatives. Also, this date determines the
maturity bucket category for the IR and Credit Risk Categories.

e T: This is the latest contractual exercise date for options in all the Risk Categories. This is used in
the computation of Delta adjustment factor for options.
Add-ons:
Add-on for IR Derivatives:

Following flowchart depicts the IR derivatives:

Adjusted notional
= Notional Amount
* Supervisory
Duration

A

Assign maturity
buckets based on
residual maturity

A

Compute Effective
Notional for each
maturity bucket

across maturity buckets?
Compute effective
notional at hedging se

1
I

Yes» fffemveuanam{\'“:Llo‘f‘fAtu‘,?)f+[o‘f]f-1‘4'0‘,:1"'o[/‘_f”+1‘4‘Dj’fl'oﬂf]-c‘e‘of“o‘,w

EffectiveNotional ™ = |.'.'?R

. |D,"| N |{:f| <No

Add-on at hedging
set level as
product of

Effective notional *

supervisory factor

.

Cumulative Add-
on for IR Risk
Category
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For interest rate derivatives, each currency forms a different hedging set. In each hedging set, the trades are
divided into maturity buckets (Less than 1 year, 1 to 5 years, and more than 5 years). Positions are allowed
to be completely offset within a time bucket. Add-on for IR derivatives is the sum of add-ons for each

hedging set.

Add-on for Forex Derivatives:

Following flowchart depicts the Forex derivatives:

(=)

Adjusted notional
= Exposure
amount converted
to reporting
currency

A

Add-on at hedging
set level as
product of

Effective notional *

supervisory factor

Y

Cumulative Add-
on for FX Risk
Category

Add-on for a hedging set for forex derivatives is calculated as per the guidelines.

Add-on for Credit Derivatives:

Following flowchart depicts the add-on calculation for credit derivatives:
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Adjusted notional
= Notional Amount
* Supervisory
Duration

Compute Effective Notional for each reference entity by full
offsetting if same reference entity is present for 2 trades

A

Compute Add-on for each reference entity by multiplying
Effective notional by Supervisory Factor. Supervisory factor
depends on the rating of the reference obligation

Compute Aggregate Add-on for Credit derivative
risk category by using below formula:

|

=[| 3 ple# *AddOrEntity, ]J| - E[l ~(pfen ¥ )’ (AddOrEntity, )f

AddOr e

where Pi”™"Jis the appropriate correlation factor corresponding to the Entity k.

All credit derivatives that reference the same entity (either a single entity or an index) are allowed to offset
each other completely to form an entity-level effective notional amount.

For single name entities, SF is determined by the credit rating of the reference name. For index entities, SF
is calculated by determining if the index is investment grade or speculative grade. All entity level add-ons
are grouped in a single hedging set, except for basis and volatility transactions for which full offsetting is
not allowed.

For credit derivatives, add-ons are divided into systematic and idiosyncratic components. Entity Level Add-
ons are allowed to be completely offset in systematic component whereas in the idiosyncratic component,
there is no offsetting benefit.

Add-on for Equity Derivatives:

Following flowchart depicts the add-on calculation for Equity derivatives.
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Adjusted notional
= No. of units *
Price

Compute Effective Notional for each reference entity by full
offsetting if same reference entity is present for 2 trades

A

Compute Add-on for each reference entity by multiplying
Effective notional by Supervisory Factor. Supervisory factor
depends on whether the entity is single named or index

Compute Aggregate Add-on for Equity risk
category by using below formula:

l

AddOpfEis) = {[ 3 pif) *AddOn{Entity, ':J + 31~ (o> ¥ )+ (AddOr{Entity, }V}

Equity derivative add-ons are based on a similar concept of systematic and idiosyncratic components.
Derivatives referencing equity indices are measured as if those are referencing single equities but with a
higher correlation factor.

Banks are not permitted to make any modeling assumptions regarding the Add-ons including estimating
individual volatilities or taking publicly available estimates of beta. This is to ensure the consistency during
implementation across multiple jurisdictions.

Add-on for Commodity Derivatives:

Following flowchart depicts the add-on calculation for Commodity derivatives.
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=)

Adjusted notional
= No. of units *
Price

L

Compute Effective Notional for each reference entity by full
offsetting if same commodity type is present for 2 trades

h 4

Compute Add-on for each commodity type by multiplying
Effective notional by Supervisory Factor. Supervisory factor
depends on type of commodity

Compute Aggregate Add-on for Commodity risk
category by using below formula:

o

2 , ) nH
AddORE™ = (pg"ﬂ-"‘v * AddorlType; )] +f- (o) > (addorfrype]

1

Add-on for commodity derivatives are also divided into systematic and idiosyncratic components. Full
offsetting is allowed between derivatives referencing same type of commodity. Partial offsetting is allowed
within each hedging set between same types of commaodities. No offsetting is permitted across hedging
sets.

For a basis transaction hedging set, supervisory factor applicable to the relevant asset class is multiplied by
0.5. For a volatility transaction hedging set, supervisory factor applicable to the relevant asset class is
multiplied by 5.

Treatment of Multiple Margin Agreements and Multiple Netting Agreements

For both RC and PFE, if one of the netting agreement has multiple margin agreements, then this netting
agreement should be divided into sub-netting agreements to align with the margin agreements.

If a single margin agreement applies to multiple netting agreements, RC is calculated by taking the
maximum of the mark-to-market value of the derivative contract in the netting agreement, then subtracting
the value of the collaterals against the margin agreement, and finally flooring this value to 0.

For the calculation of PFE, it is required to adopt the unmargined methodology. This is because, one
margin agreement applies to multiple netting agreements and collaterals are based on the netted mark-to-
market values of the derivative contracts.

NOTE: CDO Trunches are not included in this release.
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Commodity

Similar to credit derivatives and equity, offsetting for commodity derivatives are also permitted for the
trades in the same commaodity. The commodity is identified by the
V_UNDERLYING_DATA_IDENTIFIER column values in the respective derivative tables. The effective
notional amount for a commodity type and the Add-on for commodity type are computed as per the
guidelines.  The individual commodity types column  expects the values from
DIM_EXPOSURE_UNDERLYING_TYPE table.

For Long Settlement Transactions, the methodology described above will be replicated. The only difference
will be that for the complete process, the transactions with long settlement transaction flag
(F_LONG_SETTLEMENT_TXN_FLAG) =Y will be considered.

Data For Staging Tables

Data for the staging tables (STG_FUTURES, STG_SWAPS CONTRACTS,
STG_OPTION_CONTRACTS, and STG_CREDIT_DERIVATIVES) are provided with the appropriate
underlying types. This ensures that the correct asset class and sub-class are assigned. For Commodity
derivatives, data is provided for commodity code. Otherwise, the banks cannot avail the offsetting benefit
for the offsetting of notional amount, as permitted by BIS.

Underlying type values in each of the derivative tables are listed in the previous paragraph are expected
from the following codes:

« INTRAT
- EXRATE
- CREDIT

« IGRO

«  NIGRO

- EQTY

- EQIDX

.« OILGAS

- ELEPOW
. MET

« AGRI

« OTHCOM

The following are ensured:

e The correct hedging sets are formed and processed accordingly for margin agreement codes and
netting agreement codes. Incorrect data in these columns may lead to inaccurate capital
computation.

«  For derivatives that have 2 legs in the books, same Deal Id should be provided with appropriate
position indicators. This is to ensure that the correct treatment is applied to such positions and
offsetting benefit is given to the bank wherever permitted.

¢ Netting agreement codes should be provided uniformly across the relevant transactions. This is to
ensure that the correct calculation of PFE and also to help identify netting agreements in which
trades exceed 5000.
Run Management

You can choose between SA-CCR and IMM approach for CCR charge.
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BIS has provided an option to choose if the banks want to recognize offset across maturity buckets or not.
To enable the offsetting option across maturity buckets for SA CCR approach for IR asset class, a new
column namely V_CCR_IR_BUCKET_OFFSET has been introduced. If this column is provided with the
value Y, then the solution uses the formula according to the guidelines for Offsetting. Otherwise, the
formula for effective notional calculation for IR asset class from the guidelines is considered.

As the partial offset within a netting is not detailed in the accord, the same has not been included in the
scope of the application.

Contracts with one-way margining agreements are not being treated as unmargined
transactions in out-of-box product

Workaround:

Currently, we are capturing one way margining indicator in stg_placed_collateral table and no join condition is there
between fct_non_sec_exposures and stg_placed_collateral table. One way margin is captured at netting set level and
since it is applicable for bilateral transactions, we should capture it at transaction granularity.

Introduce new column F_ONE_WAY_MARGIN_AGREEMENT in stg_futures, stg_credit_derivatives,
stg_swap_contracts and stg_option_contracts. If this flag is populated as "Y' for any transaction, then that transaction
should be treated as unmargined transaction and the rules applicable under SA-CCR for computation of replacement
cost for unmargined transactions should be replicated here.

Modify the T2T’s populating from the PP tables into fct_non_sec_exposures to populate this column in
fct_non_sec_exposures. T2T’s to be modified are: FUT_EXPOSURE_DATA_CREATION,
SWAPS_EXPOSURE_DATA_CREATION, OPT_EXPOSURE_DATA_CREATION and
CREDIT_DERIVATIVES_DATA_POPULATION.

For the exposures where F_ONE_WAY_MARGIN_AGREEMENT = “Y’, populate fct_non_sec_exposures.
F_MARGINED_TXN_IND = N. This shall be done by a rule ‘One way margined transaction reclassification to
unmargined transaction’. The source hierarchy will be a new hierarchy formed on fct_non_sec_exposures.

F ONE_WAY_MARGIN_AGREEMENT (‘One way margined transaction’) and target will be
fct_non_sec_exposures. F MARGINED_TXN_IND. For the Y node of hierarchy ‘One way margined transaction’,
set fct_non_sec_exposures. F MARGINED_TXN_IND = “N’.

This will ensure that one-way margined transactions are treated like unmargined transactions throughout the
solution. The rule should be placed under sub-process “Pre Replacement Cost Calculation” as the first task.

Capital Structure

Overview

During the economic crisis, the global banking system had an insufficient level of high level quality capital.
During the crisis it was revealed that there was inconsistency in the definition of capital across jurisdictions
and lack of disclosure. To address this issue of inconsistency, the Basel committee has prescribed a new
definition of capital to strengthen the global capital framework under Basel I1I.

As per the new definition in the Basel 111 accord, total capital consists of sum of the following elements:
e  Tierl Capital

Common Equity Tier 1

Additional Tier 1
e  Tier 2 Capital

Each component of Capital is subject to the following restrictions where CET1 must be at least 4.5% of
total risk-weighted asset. Tier 1 capital must be at least 6.0% of total risk-weighted asset. Total capital must
be 8.0% of total risk-weighted asset. Each component of Capital undergoes minority interest and regulatory
adjustments. The minority interest is applicable for a Bank only. Most of the regulatory adjustment line
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items are to be deducted from CET1.

For a Banking organization the accounting entity that are not part of regulatory consolidation, the
investment amount partly goes for deduction from its respective component of capital and partly goes for
risk-weighting as per Banking or Trading book rule.

Significant entity investment amount (which are common shares) along with Mortgage Servicing Rights
and DTA due to temporary differences) goes for threshold deduction where each line item are subject to
10% and 15% CET1 capital. Each line item which are above 10% and 15% limit are risk-weighted at
250%.

Securitization transaction, Equity Exposure under PG/LGD approach, and non-DvP and non-PvP
transaction items which were formally in Basel Il wherein 50% from Tier 1 and 50% from Tier 2 were
deducted are risk-weighted at 1250%. All the regulatory adjustment line items will follow a phase-in
arrangement from the beginning of 2014 till 2017.

In particular, the regulatory adjustments begins at 20% of the required adjustments to Common Equity Tier
1 on 1 January 2014, 40% on 1 January 2015, 60% on 1 January 2016, 80% on 1 January 2017, and reaches
100% on 1 January 2018.The same transition approach applies for all deductions from Additional Tier 1
and Tier 2 capital.

Capital Structure process takes input from Fact Non Sec Exposures (FCT_NON_SEC_EXPOSURES) and
Market Risk Exposures (FCT_MARKET_RISK_EXPOSURES, only if market risk processing is a part of
the Run). Capital Structure process is placed between Market Risk data processing
(BASELIII_MKT_RISK_DATA_PROCESSING)  and Market ~ Risk  position  conversion
(BASELII_MKT_RISK_POSITION_CONVERSION) due to the following reasons:

e  The Significant and Insignificant Investment Deductions involves splitting of certain exposures into
multiple exposures (2 new exposures and deletion of the parent exposure). These split exposures
should be Position Converted and RWA is calculated on these position converted exposures.

e The RWA for market risk exposures is calculated out of Market Risk Summary
(FCT_MARKET_RISK_SUMMARY) which contains one aggregated record for each instrument
type. If the RWA for the split exposures is adjusted then it will be approximate in case the RWA is
pro-rated between instrument types. It will be a repetition of same tasks (falling into cycles) if RWA
is computed in this table again.

NOTE: All the GL line items are expected at Solo level for each entity. The consolidated data will
be discarded

While executing Solo Run the parent entity data is processed. Investment into the
subsidiary data undergo as per credit risk and market risk rule. Capital line item
pertaining to parent entity is only processed.

While executing Consolidation Run, the parent entity as well as the subsidiary data is
considered. Regulatory Investment data to financial institutions which are part of
regulatory consolidation is treated as an internal transaction. Those subsidiaries which are
outside the scope of consolidation are treated as per Insignificant and Significant rule.

Assumption

The regulatory adjustment that follows a phase-in arrangement and not deducted from CET1, needs to
follow national treatment as per Basel Il accord. Hence, we assume that the regulatory adjustment line
item follows Basel Il accord. Items which were formerly deducted from 50%-50% from Tier 1-Tier 2
capital will be deducted from AT1 and capital investment instrument not deducted from CET1 will be risk-
weighted at 100%.

Since investment in accounting entities, (which are outside the scope of regulatory consolidation) by parent
bank are long-term investments and mostly into equity related instruments, therefore these investments
does not undergo any Credit Risk Mitigation process.
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The GL codes are expected to be unique across entities in Stage General Ledger Data (STG_GL_DATA)
and Capital Accounting Head Dimension (DIM_CAPITAL_ACCT_HEAD).

Process Flow

| Capital Consolidation |

v

Calculate the Minority Interestin CET1, AT, and T2, belonging
to third party and Internal transactionin CET1, AT, and T2

v

Gross Capital Calculation for CETL, AT, and T2

!

| Regulatory Adjustment |
v
| Phase-in treatment for Regulatory Adjustment |

¥

Insignificant Investment treatment for accounting entity
where Parent Bank Holding is not more than 10% of issued
commaon shares.

Significant Investment Treatment for accounting entity where
Parent Bank holding is more than 10% if issues common shares

v
| Threshold Deduction |

Post Phase-in Treatment Regulatory Adjustment and
Threshald Deduction

| Bifurcation of Insignifi@nt and Significant Investment amount

v

| Net Capital Calculation

¥

| RWA Calculationfor CR, MR, OR and Phase —in arrangement |

¥

| Capital Ratio Calculation

e  Calculate the Minority Interest in CET1, AT, and T2, belonging to third party and Internal
transaction in CET1, AT, and T2: Minority Interest as per the Basel Il guidelines are calculated
and the surplus amount in each tier of Capital which is attributed to third parties are deducted from the
Gross capital of each tier of capital.

0 Minority interest is calculated as the third party’s interest (share holding percent) in the
surplus capital (available capital — Minimum required capital)

o0 All the values required for processing are populated into Minority Interest Capital
(FSI_MINORITY_INTEREST) table which is the processing table for minority
interest calculations

0 The sub process - Minority Interest Calculations in
BASELIII_CAPITAL_STRUCTURE process covers the above processing.

The deduction also includes internal transactions in each tier of capital among the various entities which are
part of the regulatory consolidation. Hence, minority interest attributed to third party as well as the internal
transactions in each tier of capital is deducted from the gross capital of each tier of capital.

. Gross Capital Calculation for CET1, AT1, and T2: The total Gross Capital for each tier of capital
(CET1, AT1, and T2) is calculated as per the definition of CET1, AT1, and T2 by adding the relevant
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financial instrument in each tier of Capital. The sub process — Provisions and Gross Capital
Calculations in BASELIII_CAPITAL_STRUCTURE process covers this processing.

Regulatory Adjustment: Goodwill and Other Intangibles, DTAs, Cash Flow Hedge Reserve, Gain
on Sale of Securitization Transaction, cumulative gain and losses due to change in Own Credit risk,
Defined Pension Fund Asset are direct download (in STG_GL_DATA table).

Insignificant Investment treatment for accounting entity where Parent Bank Holding is not
more than 10% of issued common shares: The total investment amount is checked against the set
limit of 10% of CET1 amount of the parent bank amount post regulatory adjustments. The amount
above 10% limit goes for deduction. The total deduction amount is pro-rated among each tier of
capital based on the percentage of investment in each tier of capital. The amount arrived is deducted
from each tier of Capital.

The investment amount below the 10% limit is treated as per the trading book and banking book rule for
the instrument belonging to trading book and banking book respectively.

The application computes as follows:

o Entities are marked as insignificant investment entities by updating the flag:
F_SIGNIFICANT _INVESTMENT _IND in Fact Entity Information
(FCT_ENTITY_INFO) with value N.

0 The exposure amount of banking book and trading book exposures to these entities are
summed by grouping their component of capital and compared against 10% of parent
bank’s CET1 capital. The portion of amount which exceeds the 10% limit is deducted.

0 This is done by calculating tier wise deduction percentage and multiplying this
percentage with the exposure amount to arrive at the amount to be deducted from each
tier of capital.

o The total investment values are populated into
FSI_NON_REG_CONSL_ENTITY_INVST which is the processing table for
insignificant and significant investment deductions.

0 The sub process — Insignificant Investment in entities outside Regulatory
Consolidation Processing in BASELIII_CAPITAL_STRUCTURE process covers
the above processing.

Significant Investment Treatment for accounting entity where Parent Bank holding is more
than 10% if issues common shares: The total investment amount is checked against the set limit of
10% of CET1 amount of Parent bank post insignificant investment amount adjustment. The CET1
amount above 10% is deleted from the CET1 post insignificant investment amount deduction. The
CET1 amount below 10% follows Threshold Deduction. The investment amount in AT1 and T2 is
fully deducted from its respective AT1 and T2 tier of Capital. The application computes as follows:

0 Entities are marked as significant investment entities by updating the flag -
‘F_SIGNIFICANT_INVESTMENT _IND’ in Fact  Entity Information
(FCT_ENTITY_INFO) with value “Y”.

0 The exposure amount of banking book and trading book exposures to these entities are
summed by grouping their component of capital and compared against 10% of parent
bank’s CET1 capital. The portion of amount which exceeds the 10% limit is deducted
from CET1. The exposures of AT1 and T2 are fully deducted from respective tier of
capital.

O This is done by calculating deduction percentage for CET1 and by multiplying this
percentage with the CET1 exposure’s exposure amount to arrive at the amount to be
deducted from CET1 capital.

O The sub process — ‘Significant Investment in Entities outside Regulatory
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Consolidation Processing’ in BASELIII_CAPITAL_STRUCTURE process covers
the above processing.

e  Threshold Deduction: The three line items’ significant investment in the Common Shares of BFSI
where the bank owns more than 10%, Mortgage Servicing Rights (MSR) and DTAs that arises from
Temporary Differences goes for Threshold deduction. These three line items are compared with 10%
CET1 individually. The portion that exceeds 10% limit is deducted from CET1. The remainder
amount after deduction are summed up and compared with 15% CET1. Again the portion that exceeds
this 15% limit is deducted from CET1 capital. The entire processing is done in the sub process —
“Threshold Treatment Calculations’ in the process - BASELIII_CAPITAL_STRUCTURE.

. Phase-in arrangement: The regulatory adjustment line items that include Goodwill, DTA, Cash
Flow Hedge Reserves, Gain on Sale related to Sec transaction, Defined Pension Fund, Cumulative
Gain and losses due to changes in own credit risk, Treasury Stock, and Reciprocal cross-holding will
follow Phase-in arrangement as per the timelines defined in the Basel Il accord. Similarly,
Insignificant Investment, Significant Investment, and Threshold deduction amount line items will also
follow phase-in arrangement post Insignificant, Significant and Threshold treatment calculation. The
phase-in  deduction percent for each year is available in a setup table -
FSI_SETUP_CAPITAL_HEAD.

V_STD_ACC N_CAPITAL_COMP | D_STAR D_END | F_LATEST_RECO V_STD_ACCT_ | V_CAPITAL_ADEQU
T HEAD ID ONENT_VALUE T DATE | DATE | RD_INDICATOR HEAD_DESC ACY_REGULATOR
CAP936 0.20 1/1/2012 12/31/20 | Y Phase-in BIS
12 Regulatory
Deduction
CAP936 0.20 1/1/2013 12/31/20 | Y Phase-in BIS
13 Regulatory
Deduction
CAP936 0.20 1/1/2014 12/31/20 | Y Phase-in BIS
14 Regulatory
Deduction

The entire processing is done in sub processes — Provisions and Gross Capital Calculations and Post
Phase In Treatment calculations in process — BASELIII_CAPITAL _STRUCTURE

. Bifurcation of Insignificant and Significant Investment amount: All the investment transactions in
Insignificant Entity and Significant Entity goes for bifurcation. Insignificant investment amount
below 10% are stamped as “INSIG_RWA” and any amount above 10% are stamped as
“INSIG_DED”. The same logic is applied to Significant Investment amount in CET1. The CET1
amount in Significant Investment entity that is below 15% limit is stamped as “SIG_RWA” and
amount above 10% and 15% limit is stamped as “SIG_DED”. The original transactions are deleted
and new transactions are created with the stamping as described above. The new transaction thus
created can be traced back by looking into the parent exposure id.

The exposure to be deducted is marked with Standard account head surrogate key based on
whether the deduction is Insignificant or Significant investment and based on capital component

group.

This splitting of exposures is done in Fact Non Sec Exposures (FCT_NON_SEC EXPOSURES)
and Market Risk Exposures (FCT_MARKET_RISK_EXPOSURES). This splitting logic is
carried to Equity Exposures (FCT_EQUITY_EXPOSURES) and Fact Sub Exposures
(FCT_SUB_EXPOSURES) as well.

The entire processing is done in the sub processes —Non Sec Insignificant Investment Exposure
Processing, Mkt Risk Insignificant Investment Exposure Processing, Non Sec Significant Investment
Exposure Processing, Mkt Risk Significant Investment Exposure Processing, Non Regulatory
Investment Sub Exposures Population and Equity Non Regulatory Investment Processing in the
process — BASELIII_CAPITAL _STRUCTURE.
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. Net Capital Calculation: The Net CET1, Net AT1, and Net T2 capital amount are calculated post all
regulatory adjustments. Any shortfall in T2 capital amount is adjusted against Net AT1 amount and
any shortfall of AT1 capital amount is adjusted against Net CET1 amount.

This is done in sub process — Net Capital Calculations in process
BASELIII_CAPITAL_STRUCTURE.

. RWA Calculation for Credit Risk, Market Risk, Operational Risk and Phase —in arrangement:
The RWA amount for Non Securitization, Securitization, Market Risk, and Operational Risk are
calculated by summing up the RWA amount and is reported under different heading as “Risk
Weighted Asset amount for Standardized Portfolios” for Non-Sec, “Sec Std RWA” for Sec portfolio,
“Market Risk RWA” for Market Risk and “Operational RWA” for OR. The Total RWA amount is the
summation of Non-Sec, Sec, MR, OR, and Phase-In RWA.

The above processing is done in sub process — RWA Populations in process —
BASELIII_CAPITAL_STRUCTURE_CAPITAL_RATIO.

e  Capital Ratio calculation: CET1 ratio, T1 ratio, T2 ratio, and Capital Adequacy ratio are calculated
using the Total RWA amount and Net CET1 Capital, Net T1 Capital , Net T2 capital and Total
Capital (sum of Net T1 Capital amount and Net T2 capital amount) amount.

This is done in sub process — Capital Ratio Calculations in process —
‘BASELIII_CAPITAL_STRUCTURE_CAPITAL_RATIO".

Key Data Elements

A few key data elements to process the Capital Structure for the consolidated entity is as follows. For a
complete list of tables and columns to be updated refer to the Download Specifications document.

. Entity details which are part of regulatory consolidation and parent entity share holding percent.

e  The capital structure component for each tier of capital for all entities involved in regulatory
consolidation.

e  The total RWA, Total CET1, AT1, and T2 amount and third party percentage of holdings in each tier
of capital for minority interest calculation.

e  The regulatory adjustment amount like Goodwill, DTA, Other Intangible Assets, Cash Flow Hedge
Reserve and Defined pension Fund Asset, MSR and so on.

e  The transaction of the investment amount for accounting entity which are outside the scope of
regulatory consolidation.

. The CETL1, AT1, and T2 capital of the entity which has third party minority holdings in it are
expected as a download in legal entity details (STG_LEGAL_ENTITY_DETAILS) table. Similarly
the third party investment in each tier of capital is also expected as a download in legal entity details
table.

e  The minimum required capital for each tier for each capital adequacy regulator (for the entity that has
third party minority holding in it) is expected in the setup table - Setup Capital Heads
(FSI_SETUP_CAPITAL_HEAD). For more information refer to the sample data.

V_STD_ACC N_CAPITAL_COMP | D_STAR D_END | F_LATEST_RECO V_STD_ACCT_ | V_CAPITAL_ADEQU
T_HEAD_ID ONENT_VALUE T _DATE | DATE | RD_INDICATOR HEAD_DESC ACY_REGULATOR
CAP820 0.035 1/1/2013 | 12/31/20 | Y Required RBI
13 Common Equity
Tier 1 Capital
Ratio
CAP820 0.04 1/1/2014 | 12/31/20 | Y Required RBI
14 Common Equity
Tier 1 Capital
Ratio
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V_STD_ACC N_CAPITAL_COMP | D_STAR | D_END | F_LATEST_RECO V_STD_ACCT_ | V_CAPITAL_ADEQU
T_HEAD_ID ONENT_VALUE T _DATE | DATE | RD_INDICATOR HEAD_DESC ACY_REGULATOR
CAP820 0.045 1/1/2015 | 12/31/99 | Y Required RBI
99 Common Equity
Tier 1 Capital
Ratio
CAP821 0.045 1/1/2013 | 12/31/20 | Y Required Tier 1 RBI
13 Capital Ratio
CAP821 0.055 1/1/2014 | 12/31/20 | Y Required Tier 1 RBI
14 Capital Ratio
CAP821 0.06 1/1/2015 | 12/31/99 | Y Required Tier 1 RBI
99 Capital Ratio
CAP822 0.08 1/1/2013 | 12/31/99 | Y Required Capital RBI
99 Adequacy Ratio
CAP820 0.035 1/1/2012 | 12/31/20 | Y Required BIS
12 Common Equity
Tier 1 Capital
Ratio
CAP820 0.04 1/1/2014 | 12/31/20 | Y Required BIS
14 Common Equity
Tier 1 Capital
Ratio
CAP820 0.045 1/1/2015 | 12/31/99 | Y Required BIS
99 Common Equity
Tier 1 Capital
Ratio
CAP821 0.045 1/1/2012 | 12/31/20 | Y Required Tier 1 BIS
13 Capital Ratio
CAP821 0.055 1/1/2014 | 12/31/20 | Y Required Tier 1 BIS
14 Capital Ratio
CAP821 0.06 1/1/2015 | 12/31/99 | Y Required Tier 1 BIS
99 Capital Ratio
CAP822 0.08 1/1/2012 | 12/31/99 | Y Required Capital BIS
99 Adequacy Ratio

The Total RWA (CAP838) for the entity that has third party minority holding in it is a download
value in STG_STANDARD_ACCT_HEAD.

Capital Buffers

Overview

There are three types of Capital Buffers are prescribed in the Basel 111 Accord which are as follows:
. Capital Conservation Buffer
. Countercyclical Buffer
e  Additional Loss Absorbency Capital (for G-SIB)

A detailed description of each of these buffers is provided in the following sections.

Capital Conservation Buffer (CCB)

The Basel Il Accord requires banks to maintain Capital Conservation Buffer (CCB) out of Common
Equity Tier 1 Capital (CET1). This requirement is as per the transitional arrangement as stated in the Basel
guidelines.

Countercyclical Buffer

The Basel 111 Accord requires banks to maintain Countercyclical Buffer that is prescribed by the respective
jurisdiction's regulator through an extension of CCB. The Basel Regulatory Capital calculates the buffer
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requirement for internationally-active banks as the weighted average of the buffers required across all the
jurisdictions to which the bank has exposures, weighted on basis of the exposure amount to different
countries of the counterparty of their exposures.

In case the guarantor and credit default swap is present for an exposure, as per the Basel guidelines the
application considers the domicile country of these mitigants for the covered portion and country of
exposure counterparty for uncovered portion. After calculating the weighted average, the application then
computes a single value for Countercyclical Buffer benchmark which will be applicable on all exposures of
all jurisdictions.

Additional Loss Absorbency Capital (for G-SIB)

If a group is categorized a Globally—Systematically Important Banks (G-SIB), then the application
identifies all subsidiaries in various jurisdictions as G-SIB as well. This is based on our interpretation of the
Basel guidelines that are applicable for a specific group. Based on this assessment, banks are assigned a
GSIB score and the applicable bucket is decided. Identification of this bucket is based on the score as per
Basel guidelines. Loss absorbency is required to be met as an extension of CCB for computational
purposes.

Calculation of Capital Conservation Buffer / Available Buffer from CET1 Capital

The value that the Basel Regulatory Capital application calculates for Available Buffer from CET1 Capital
meets the buffer requirements for all three buffers - Capital Conservation Buffer (CCB), Countercyclical
Buffer, and Additional Loss Absorbency Capital Requirement. No priority is given to any buffer over
another. Hence, the shortfall or excess (if any) is calculated and reported at an aggregate level. The required
total buffer is calculated as the sum of the required values of three individual buffers.

The application also computes CET1 and Buffer Lookup Ratio, which is further required for calculating
Minimum Capital Conservation Ratio. To calculate this buffer, remainder of following is taken:

e  Excess of CET1 Capital Ratio over the benchmark (4.5%), after catering to the shortfall (if any), in
the Additional Tier 1 and Tier 2 Capital to their respective benchmark levels (1.5% and 2%
respectively).

Hence, CCB excludes any additional CET1 needed to maintain 6% of Tier 1 Capital Ratio and 8% of Total
Capital Ratio.

Capital Conservation Ratio

The required buffer from CET1 Capital (sum of three required buffers) is compared with Available Buffer
from CET1 Capital. If the banks are unable to meet their total buffer requirements for all the three buffers,
then they are subject to constraints on the discretionary payments of earnings. In this case the Capital
Conservation Ratio is calculated and represents the percentage of net earnings after tax (positive) not
distributed by the bank and held back as retained earnings. Capital Conservation Ratio of the current year is
applied after 12 months from the time of calculation. This is ascertained by the minimum Capital
Conservation Ratio range for a given CET1 and Buffer Lookup Ratio in a table. This table is dynamic and
formula driven and is constructed by the application using the values of the three required buffers as per the
Basel guidelines. The application constructs the range of CET1 and Buffer Look-up ratio (Lower Limit and
Upper Limit) for the required Capital Conservation Ratio in four quartiles.

Lower Limit = 0.000001 + Upper Limit of (n-1)*" quartile
Lower Limit of first quartile =- 0.045
Upper Limit = 0.045 + (Total Required Buffer from CET1 Capital * 0.25 * n)

Where n is the quartile number

NOTE: The application calculates Capital Buffers at consolidated level for the reporting bank. However, at
the discretion of national supervisors, this can be applied at solo level as well. In such cases, the
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calculation of solo level for the respective jurisdictions has been included in the application.

Assumptions

Countercyclical Buffer requirement for each country should be provided by the client or the bank as the
final percentage applicable for each country and this is dependent on the home regulator. G-SIB status and
applicable bucket information for each entity should also be provided by the client/bank.

For Required Weighted Average Countercyclical Buffer calculation, the exposures used in the bank are all
accounts exposed to both credit risk (securitized and non securitized) and those exposed to market risk.
However, the application can be restructured to consider only those exposed to credit risk.

In Capital Conservation Ratio for the computation of the quartiles that are used to arrive at Minimum
Capital Conservation Ratio, the application is dependent on the required CCB ratio. From 2013 till 2016,
CCB requirements will keep changing every year as per the transitional arrangement, For the purpose of
calculating the quartiles range, the application considers it as per the transitional arrangement. At the same
time, the application has the flexibility to have the required CCB constant at 2.5% throughout. Also, the
minimum required CET1 Ratio considered for the purpose of building these quartiles is 4.5%

Process Flow

Start

Capital Structure Inputs

v

Available Total Buffer

y

Required Total Buffer

y

Capital Conservation Ratio

y

Excess/Shortfall of Total Buffer

Output
Population

The tasks related to capital buffer calculations are present in the process named CAPITAL_BUFFER. The
processing is as following:

. Capital Structure Inputs

The Capital Structure Rules are executed before the calculation of buffers. These Rules calculate the
available capital ratios and required capital ratios of the three capital components which are Common
Equity Tier 1 Capital ratio, Tier 1 Capital Ratio, and Capital Ratio.
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These line items are populated in the Fact Standard Accounting Head table.

e  Available Total Buffer: Calculation of Available Buffer from CET1 Capital is performed using
inputs taken from Step 1.

. Required Total Buffer:

Calculation of Required Capital Conservation Buffer (CAP823) - Required Total Buffer is the sum of
three required buffers

Calculation of Required Additional Loss Absorbency: A Rule in the application contains additional source
hierarchy to identify whether a bank is a G-SIB bank or not. The value is checked in the Loss Absorbency
Capital Bank Override column of the table Fact Entity Information and populated to Fact Standard
Accounting Head. This value will have precedence over the bucket specified. If the value is not present in the
Loss Absorbency Capital Bank Override column, then the loss absorbency percent is taken from the column
Bucket Loss Absorbency Capital of the Benchmark Loss Absorbency Ratio table based on the loss
absorbency bucket the bank belongs to.

Required Countercyclical Buffer: Required Countercyclical Buffer Ratio table is updated with values using a
T2T. The values are taken from Benchmark Counter Cyclical Buffer Ratio table. The Regulator Code
column in Benchmark Counter Cyclical Buffer Ratio is compared to jurisdiction code column in Run
Dimension. This T2T aggregates the country wise exposure amount for each country. In cases where no
Countercyclical Buffer is available, the required weighted average will be 0 as the benchmarks will be assumed
to be 0. (If there is no countercyclical requirement, we expect the regulator to provide 0 as the benchmark.)

After the T2T loading, based on each country's requirement for countercyclical buffer, the
weighted average Countercyclical Buffer is calculated.

Calculation of Required Buffer from CET1 Capital, Tierl and Capital Adequacy Ratio: For the calculation of
these required buffers, based on n_upd_cap_comp_group_skey (which corresponds to BFCET1 - Buffers
from CET1 for Required Buffer from CET1 Capital, BFT1 - Buffers from T1 for Required Buffer from T1
Capital and BFCAR - Buffers from CAR for Required Capital Adequacy Ratio), the standard account head
amount is summed up and populated against the corresponding cap id in Fact Standard Accounting Head
table.

. Capital Conservation Ratio:

Capital Conservation Ratio is calculated based on Required CET1, buffers and the setup or semi-
static tables as per the year when the Run is executed.

Capital Conservation ratio is updated in Fact Capital Conservation Ratio. The values are populated
through a T2T.

. Excess/Shortfall of Total Buffer:

The calculated values (only positive values are considered) are stored against the corresponding Cap
IDs as two separate line items of which one will be 0.

Key Data Elements

A few key data elements have been elaborated in this section. For a complete list of tables to be updated
refer to the Download Specifications document.

Countercyclical Buffer requirement for each country should be provided by the client or the bank as the
percentage applicable for each country and this is dependent on the home regulator’s jurisdiction as it can
prescribe Countercyclical Buffer percentage that is higher than the percentage prescribed by the regulator
of exposure country. Hence, the required Countercyclical Buffer percentage for each exposure country
provided as input should be the one that the home regulator agrees to.

G-SIB status and applicable bucket information for each entity should be provided by the client or the
bank. In case of a consolidated Run, loss absorbency charges applicable to the parent, as required by the
regulator of parent, is applicable for complete run. This Run output is supposed to be reported to the
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jurisdictional regulator of the parent. For a solo Run, loss absorbency charges as required by regulator for a
subsidiary entity are applicable. Hence, for both solo and consolidated Runs, G-SIB status of the reporting
bank and the applicable bucket is provided by the bank itself.

As the required Capital Conservation Buffer (CCB) needs to be met as per the transitional arrangement, the
required buffer value needs to be setup in Setup Capital Heads (FSI_SETUP_CAPITAL_HEAD) for
different periods against the standard account head ID CAP823. Different CCB requirements specified by
the different regulators can be setup by specifying the regulator codes against the same standard account
head ID. This regulator code needs to be the same as the jurisdiction code assigned by the Rule
Jurisdiction Code Assignment.

The required benchmark of Countercyclical Buffer for different countries as set by different regulators is
expected as download in Stage Benchmark Counter Cyclical Buffer
(STG_BENCHMARK_CNTR_CYC_BUFFER). This data is populated to Benchmark Counter Cyclical
Buffer Ratio (FSI_BENCHMARK_CNTR_CYC_BUFFER) using a Slowly Changing Dimension (SCD)
process. Buffer requirement given on a date is valid till the next buffer is specified. For a solo Run, the
regulator of subsidiary specified buffer requirements are considered and for consolidation Run, the
consolidating entity’s regulator specified buffer requirements are considered. The T2T
REQ CNTR_CYC BUFFER_POP can be modified to consider only credit risk. For this, joins
corresponding to market risk can to be deleted from the T2T.

The additional loss absorbency requirement specified by different regulators for different buckets should be
setup in the table Benchmark Loss Absorbency Ratio (FSI_SETUP_BENCHMARK _ LOSS_ABS). For the
solo Run, loss absorbency requirement set by the local regulator is considered. For consolidation Run, the
consolidating entity’s regulator specified loss absorbency requirement is considered. There is an option of
direct input of applicable loss absorbency percentage. This is also useful when the percentage applied is
different from the corresponding bucket percentage. This should be given in the column
n_loss_abs_override of the table Stage Legal Entity Details (STG_LEGAL_ENTITY_DETAILS). If this
column has value, it is given priority over loss absorbency percentage corresponding to the bucket.

The minimum Capital Conservation Ratios requirement for different quartiles specified by different
regulators is expected as a download in Stage Benchmark Capital Conservation Ratio
(STG_BENCHMARK_CAP_CONS_RATIO). This data is populated to the semi-static table Benchmark
Capital Conservation Ratio (FSI_BENCHMARK_CAP_CONS RATIO) using a SCD process.
Conservation ratios specified once are valid till the next revision.

Leverage Ratio

Overview

During the financial crisis, banking institutions built-up excessive on- balance sheet and off-balance sheet
leverage which forced the banking sector to reduce its leverage. To prevent building of excessive leverage
on the institutions’ balance sheet, the Basel committee has introduced a non-risk based leverage ratio which
is a new regulatory tool supplementing risk-based capital requirement. The application calculates the
leverage ratio for a Reporting Bank. The minimum required leverage ratio is 3%. Regulatory leverage ratio
is calculated as an arithmetic mean of the monthly leverage ratio over a quarter. Monthly Leverage Ratio is
calculated at the end of the month. The leverage ratio is calculated by dividing an institution’s capital
measure by the total exposure.

Leverage Ratio = Capital Measure / Exposure Measure

Capital Measure is defined as Net Tier 1 Capital which is the summation of Net CET1 and Net AT1 Capital
amount post regulatory adjustment.

Exposure Measure is the summation of on-balance sheet items, off-balance sheet items, Over the Counter
(OTC), Structured Financial Transactions (SFT), securitization, and all market related instrument’s
transaction amounts. Mitigation amount is not considered while calculating exposure amount. An
additional Total Asset of the Entity (where parent bank holding is more than 10% of the issued common
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share capital of the entity and entity is not part of the regulatory consolidation) also forms a part of the
Exposure Measure.

NOTE: While executing a solo Run, the parent entity’s exposure amount related to on-balance sheet items,
off-balance sheet items, OTC, SFT, securitization, and market related instruments are considered.
The total consolidated asset of the significant entity is not calculated in exposure measure while
executing a solo Run. Executing a consolidated Run requires subsidiary data and total
consolidated assets of significant investment entity.

Assumptions

Total additional asset to be included in the Exposure Measure calculation for the Significant Investment
subsidiary, is not explicitly stated in the Basel 1l Rules (June 2011 revision), hence we have followed the
instructions as published by BIS in Sept 2011 (page 34) for Basel I11 implementation monitoring, where the
formula of total additional asset to be included in exposure measure is provided. Also, the Basel Il accord
is silent on the inclusion of securitization and market related transactions, however the application has
considered securitization as well as the market related transactions in the calculation of Leverage Ratio.
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Process Flow

Start

Non Securitization Data
Population

h 4
Non Securitization Exposure
Measure Calculation

v

Securitization Exposure Data
Population

h 4
Securitization Exposure Measure
Calculation

h 4
Market Risk Exposure Measure
Calculation

Y

Capital Measure Calculation

h 4

Leverage Ratio Calculation

Output
Population

A prerequisite for leverage ratio processing is Staging Market Risk Data Population. Market risk exposure
is aggregated from the outstanding positions of the instruments. Hence, population of market risk positions
is a pre-requisite for the exposure measure calculation of market risk. Market risk positions are calculated
by executing the Run Basel |11 Staging Data Population - Market Risk - BIS Standardized Approach.

Leverage ratio is calculated by executing the Run Basel I11 Leverage Ratio Calculation. This Run contains the
following processes

. BASELIII_CAPITAL_CONSOLIDATION
. PARTY_RECLASSIFICATION_STD

. NON_SEC_DATA_POPULATION

. NON_SEC_LEVERAGE_RATIO

. SEC_DATA_POPULATION

J SEC_LEVERAGE_RATIO
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. MKT_RISK_LEVERAGE_RATIO
. BASELIII_CAPITAL_STRUCTURE
. LEVERAGE_RATIO
The process flow for calculation of leverage ratio is as follows:

. Non Securitization Exposure Data Population: Data from the Product Processors are populated to
non sec processing table in the process NON_SEC DATA POPULATION. Non Sec Exposure
Measure used in the Leverage ratio is the summation of the following products:

On-Balance Sheet Item
Repo-Style Transaction
Derivative Transaction
Off-Balance Sheet Item
Details on the calculation of these exposure measures are mentioned in the following section.

. Non Securitization Exposure Measure Calculation:_After data is populated in non sec processing
table, the exposure measure is calculated in the process
NON_SEC_EXPOSURE_MEASURE_CALCULATION.As the CCF value, (which is further used in
exposure measure calculations) for off-balance sheet items are different for leverage ratio calculation
and capital calculation, leverage ratio cannot be calculated as part of the Capital Calculation Run.

Details on the calculation of non sec exposure measures are as follows:

On Balance Sheet Items — The accounting value of the on-balance sheet items is considered. The on-balance
sheet item is the net of specific provisions and valuation adjustments. The following items are not considered
while calculating the exposure measure for on-balance sheet item thereby reducing the exposure amount:

o Physical or financial collateral
0 Guarantee or credit risk mitigants elements
0 Netting of Loans and deposits.

The exposure amount for on-balance sheet items is a download amount and is available as an
input data. Nettable transaction related to OTC, SFT, internal transactions (like inter group
transaction), treasury stock and reciprocal cross-holding is not a part of on-balance sheet
transactions.

Repo-Style Transaction — Repo-style transaction (repo/reverse repos and securities lending/borrowing) that
follows the bilateral netting agreements forms a part of exposure measure. To calculate the exposure amount
for Repo transactions, the application follows the same treatment as prescribed in the Basel 11 guidelines. The
Repo transaction undergoes volatility and FOREX haircut as defined in Basel Il guidelines before calculating
the exposure amount.

Derivative Transaction — Derivative transactions (OTC Derivatives) are calculated using the Current
Exposure Method as prescribed in the Basel Il guidelines. All derivative transactions including Credit Default
Swap are assigned an add-on percent based on the underlying type as per the Current Exposure Method. The
add-on assignment is as per the table provided in the Annexure 4 of Basel Il guidelines. The exposure amount
is the sum of current exposure amount and the notional principal multiplied by the add-on percent.
Transactions in which bilateral netting is applicable, the exposure amount is netted and calculated.

Off-balance sheet items — All the off-balance sheet items listed below are converted into credit exposure
equivalent through CCF assignment:

o0 Commitments (including liquidity facilities)

o Unconditionally cancellable commitments
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Direct credit substitutes
Acceptances

Standby letters of credit

©O O o o

Trade letters of credit
o Failed transactions and unsettled securities

100% CCF is uniformly assigned. However, any commitment that is unconditionally cancellable
at any time by the bank without prior notice, a CCF of 10% is applied. The exposure amount for
off-balance sheet items is obtained after multiplying the undrawn amount with the CCF percent
and the exposure amount.

. Securitization Data Population: Securitization exposure data is populated to securitization
processing table in the process SEC_DATA_POPULATION.

. Securitization Exposure Measure Calculation: After securitization exposure data is populated,
exposure measure is calculated in the process SEC_EXPOSURE_MEASURE_CALCULATION.
Securitization transactions follow the accounting measure of exposure. The exposure amount of both
the originator and investor are considered to arrive at the exposure amount. The securitization
transaction where CCF assignment is applicable is assigned as prescribed in the Basel Il guidelines.

. Market Risk Exposure Measure Calculation: Market risk data that is populated through Staging
MR data population Run, is populated in the market risk processing table and the exposure measure is
calculated in the process MKT_RISK_EXPOSURE_MEASURE_CALCULATION. The following
market related instruments are considered for exposure measure. The total exposure measure used in
the leverage ratio is the sum of the exposure amount for all products:

Interest rate
Equity
Forex
Commodity
Options

Netting of long and short position is done at instrument level. The post netting value is considered as exposure
measure. While calculating exposure amount for subsidiaries that are part of regulatory consolidation and used in the
leverage ratio, the exposure amount is limited to the share-holding percentage. For example: A subsidiary which is
part of regulatory consolidation and parent holding in the subsidiary is 45%, only exposure amount limited to 45% is
considered for exposure measure calculation. Similarly, if the holding is more than 50%, the entire amount is
considered for exposure measure calculation.

Capital Measure Calculation: Capital measure is calculated in BASELIII_CAPITAL_STRUCTURE process.
Capital Measure used in the leverage ratio is equal to Net Tier 1 and is calculated as follows:

Net Tier 1 capital = CET1 Capital + AT1 Capital — Regulatory Adjustment to CET1 — Regulatory
Adjustment to AT1

For more information on calculating Net Tier 1 Capital , refer to Capital Structure on Page 58.
Leverage Ratio Calculation: The calculation of leverage ratio is detailed as follows:

Total Additional Asset of Significant Investment Entity where Bank owns more than 10% of Issued
Capital: Subsidiaries that are outside the scope of regulatory consolidation (as defined in the Basel 111 accord,
Para 84) where parent bank owns more than 10% of the issued common share capital of the entity, subsidiary’s
additional assets are to be included in the exposure measure (as per Para 156 of the Basel 111 Accord). The
total assets to be included in the exposure measure is calculated as follows:
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Total assets of the entity (included in the consolidated figures) multiplied by the
percentage of the entity’s capital that has not been deducted, less the share of the
investment that has not been deducted.

To arrive at the percentage of the entity capital that has not been deducted, (Investment in capital
not deducted and total investment will be considered) is derived as follows:

Capital not deducted/Total Investment

The total consolidated asset of an accounting entity is captured in the entity share holding table
and the percentage of subsidiary capital that has not been deducted is obtained from the capital
calculation (for more information refer to Capital Structure on Page 58.), where the application
calculates the percentage of amount deducted, which in turn is deducted from the value 1 to
obtain the value of percentage not deducted.

Total additional asset amount is populated from entity details table to the entity processing
table for further processing. This amount is used during total exposure measure amount
calculation.

Total Exposure Measure Amount Calculation

The exposure amount for each category of product along with total additional Asset for
significant investment entity is calculated and summation of all transactions related to each
category of the product is stored against each line separately. Exposure measures for different
products are aggregated against different standard account heads in accounting head
processing table.

Standard Account Head Identifier Standard Account Head Description
CAP846 Exposure Measure of On-Balance Sheet Item
and Off-Balance Sheet Item

CAP850 Exposure Measure of OTC and SFT
transaction

CAP847 Exposure Measure for Market Related
Instrument

CAP849 Exposure Measure for Sec Transaction

CAP851 Exposure Measure for Total Additional Asset

for Significant Investment Entity
CAP848 Total Exposure Amount

If the exposure measure of any of the product is calculated by any other application other than
OFS Basel Regulatory Capital application, a provision is made available to provide these values
against the respective standard account head IDs in the staging table for non- accounting data
table.

Current Month Leverage Ratio: The application uses the Total Exposure Measure amount and Net Tier 1
Capital to calculate the current month leverage ratio by dividing the Net Tierl capital by Total Exposure
Measure amount. The amount is stored under the standard account description as “Leverage Ratio” and head
ID CAP843.

Regulatory Leverage Ratio: The regulatory leverage ratio is the mean of three month leverage ratio using the
current month leverage ratio and previous two months’ leverage ratio which is a download value. The
regulatory leverage ratio is stored against the standard accounting ID CAP842. Leverage and the regulatory
leverage ratio is calculated in the process LEVERAGE_RATIO.

To calculate the regulatory leverage ratio the application requires the previous two current
month leverage ratio. The client or the bank should provide the previous two month leverage
ratio value as a download in STG_STANDARD_ACCOUNTING_HEAD against the standard
accounting head ID CAP844 and CAP845 corresponding to previous month leverage ratio and
second previous month leverage ratio.
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If the leverage ratio Run batch is executed separately for the past two months, then these values
are populated back to staging table for non- accounting data table for the current execution
date. The Run Basel 11l Staging Data Creation - Previous Month Leverage Ratio is created with
the  T2Ts LEVERAGE_RATIO_PREVIOUS_MONTH_DATA_POPULATION and
LEVERAGE_RATIO_SECOND_PREVIOUS_MONTH_DATA_POPULATION. You need to
change the Run skey of the Runs corresponding to previous two months’ leverage ratio
calculation Run, before executing this Run. This Run needs to be executed prior to executing the

leverage ratio calculation Run.

Key Data Elements

The a few key data elements have been elaborated in this section. For a complete list of tables and columns
to be populated refer to the Download Specifications document.

To calculate the leverage ratio, exposure amount for all product types are required as well as total
consolidated asset for significant investment entity is required to calculate exposure measure. The key data
elements for exposure measure calculation of the various product types are as follows:

. On-Balance Sheet Item: For on-balance sheet items, End of Period (EOP) balance amount, write-off,

and accrued interest amount is required.

. Repo-Style Transaction: For repo products, exposure amount, and instrument rating are required.

. Derivative Transaction: For derivative products, exposure mark to market value, notional principle

amount, and underlying instrument types are required.
. Off-Balance Sheet Item: For off-balance sheet items, undrawn amount is required.

e  Securitization Transaction: For securitization transactions, exposure amount is required.

. Market risk related instrument: For market risk instruments, the unit price as well as the number of

units are required.

e  Total consolidated asset of the significant investment entity: The total consolidated asset value of the

significant investment entity is required.
Credit Valuation Adjustment

Overview

Basel committee has introduced a new Credit Valuation Adjustment (CVA) capital charge, which is added
to default risk capital charge to arrive at the new Counterparty Credit Risk capital charge. The mark to
market counterparty credit losses or the spread migration risk is captured with CVA, which were not
directly capitalized before. CVA is the difference between the risk-free portfolio value and the true
portfolio value that takes into account the possibility of the counterparty’s default. In other words, CVA is
the market value of counterparty credit risk.

The application calculates CVA Charge for OTC portfolio of a bank. When using the standardized
approach, it is calculated at Portfolio level. CVA Charge is not applicable for the trades with a central
counterparty and Structured Financial Transactions (SFT). SFT is applicable only if the supervisor
specifically mentions the same. You can include or exclude SFT in CVA calculation in the Run
Management screen. Portfolio level considers all the trades in different OTC product with all
counterparties. The charge is calculated for the entire exposure of OTC products.

Counterparty level calculations consider all trades in different OTC products with counterparty for
calculation of CVA Charge. Charge is calculated for all counterparties with which banks have OTC
exposures. The CVA charge for all the counterparties is summed up to ascertain the Portfolio Level
Charge. The manner of consolidation is dependent on the IMM approval status and Specific Interest Rate
(SIR) Value at Risk (VaR) model approval status of the bank. The following section describes two ways of
consolidating default risk charge and CVA capital charge:
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. If the bank does not have both IMM approval and Specified Interest Rate Risk as a part of approved
VaR model for bonds,

CCR Capital Charge = Default Risk Capital Charge (Current Exposure Method or
Standardized Method based, whichever the bank is using for CCR + Standardized CVA
Capital Charge

. If the bank has both IMM approval Specified Interest Rate Risk as a part of approved VaR model for
bonds,

CCR Capital Charge = Default Risk Capital Charge + Advanced CVA Capital Charge

NOTE: All the OTC Derivatives products are part of CVA calculations. SFTs are included if you select the
option from Run Management Screen. Also, trades with Central Counterparty (CCP) are excluded
from CVA Charge calculations.

Assumptions

CVA hedge should be identified by the clients separately. Only single name CDS and Index Hedge are
eligible for CVA. The Basel 111 Accord does not clearly mention whether index hedge position should be
marked to the counterparty or not. The Basel Regulatory Capital application handles the index position in
the following manner:

1. Both Index position marked to the level of counterparty or not marked to the level of
counterparty is handled by the application.

2. Effective index hedge amount is considered in CVA charge calculation at portfolio level
without considering whether it is marked to the counterparty or not.

3. If the index position is marked to the counterparty, then index hedge amount is
considered while allocating total CVA charge to the counterparty CVA Charge, while
using standardized approach.

Process Flow

Standardized Approach

The application calculates CVA Capital Charge at portfolio level using the following formulae as specified
by Basel guidelines:
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. CDS Spread Population and Index Composition Population: Pre-processed data for CVA is
required to be populated only once for a particular execution date. The process
CVA DATA_POPULATION in the Run Staging Data Population - BIS Credit Value
Adjustment is responsible for populating pre-processed data for CVA.

. CVA Hedge Data Population: Mitigants data marked as CVA Hedge is populated as a part of the
CVA Hedge Data Population. The application loads all the single name CDS hedge and Index Hedge
data. The Hedge data marked as CVA does not flow in the application during the CCR process. New
tables are not added for hedge records; however a few columns are added to the existing table to
capture CVA specific data. CVA specific data is present in the following tables:

F_CVA_HEDGE: Identifier for CVA Hedge records by which the application identifies it as CVA Hedge
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N_CDS_INDEX_AVG_SPREAD: Average traded CDS Index Spread which is required for assignment of
weight to the index.

V_REF_ENTITY_PARTY_ID: This field captures the counterparty of the hedge transaction.

. Counterparty Level Exposure Population: The application expects the uncovered EAD at netting
agreement level or at trade level. This is available as an output of Current Exposure Method (CEM). If
more than one netting agreement is available, then the exposures are summed at counterparty level.
Maturity adjustment discount factor is computed at netting agreement level or for each netting
agreement using the formula 1- exp(-0.05*M;)/ (0.05*M;).

Maturity is the notional weighted maturity at netting agreement level. The application sums the data
for exposure at counterparty level. If more than one netting agreement is available, the exposures are
discounted and then summed at counterparty level. Weight assignment is done based on the
counterparty rating as specified in the following table. Data is aggregated at counterparty level and
stored in separate counterparty table.

Rating Weight
AAA 0.7%
AA 0.7%
A 0.8%
BBB 1.0%
BB 2.0%
B 3.0%
Lower Than B 10.0%
Unrated 1.0%

. Index Decomposition Required: You can select index decomposition which is executed in the Run
Management screen. Index decomposition option, creates single name CDS hedge positions for the
counterparties which are part of the CDS Index and also have exposures. Index hedge amount is
adjusted by the same amount for which single name CDS Hedge is created, so as to get maximum
benefit from Hedging. Maturity of the single name CDS hedge is considered same as the maturity of
index.

. Index Weight Assignment: The application derives the weight for each index by assigning Rating.
Rating is assigned by comparing the historical average spread of Index with Spread corresponding to
the tenor, which is equal to the maturity of index. After getting the rating, assign the weights to the
index as per the reference table (Weights Table). Average Index Spread and Credit Spread data for
different ratings are the inputs. Index Spread is populated as a part of Mitigants Data. Credit Spread
data for respective ratings and tenors are required as inputs.

. CVA Hedge Calculations: After population of hedge data and creation of single name CDS hedge
from index, the application sums the notional to counterparty level and populates in CVA Specific
table. Maturity Adjustment discount factor is computed using the formula (1-exp (-0.05* Mihedge))/
(0.05* Mihedge). If more than one CDS Contract is available for the counterparty, the above amount
is summed at counterparty level. The Index Hedge amount is calculated separately. Maturity
Adjustment discount factor for index position is computed using the formula (1-exp (-0.05* Mind)) /
(0.05* Mind). If more than one index hedge is available then index hedge amount is summed. All the
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above data required for CVA calculation is populated from Mitigants data to CVA specific table. The
data is summed for each counterparty and stored.

. Portfolio Level CVA Calculation: Portfolio Level CVA Charge is calculated as per the following
formula:

— | 2
K=233h- i > 0.5-w; (M, -EADP™ —M,.‘*"E'E'Bjj—z Wing Mg Bag | +30.75-w} (M, -EADP® — p1P=%e=B, ¥

\l k i ind

. Counterparty Level CVA Calculation: CVA Capital Charge at counterparty level is allocated using
the following formula:

£ 2

WCVAI = {Absolute[0.5*Wi *(Mi * EADitotal - Mihedge * Bi)- ¥_indi [(W_ind ] *M_ind*B_ind
)}

Y (=1)"n [{Absolute[0.5*Wi * (Mi * EADitotal - Mihedge * Bi) - ¥_indi [(W_ind ] *M_ind*B_ind
)1}

Key Data Elements

A few key data elements are provided in this section for computation for Credit Valuation Adjustment. For
a complete list of tables and columns to be updated refer to the Download Specifications document.

. CDS Index Composition data requirement.
. CDS Spread data for Rating and Tenor.

e  Average Index Spread for all the Index Hedge Position.

Out of Scope
The following are not covered by the application in the computation of Credit Valuation Adjustment:
e  Treatment of specific wrong way risk.

. Treatment of incurred CVA loss.

4.2.2 Changes in Indian Jurisdiction — Standardized Approach

India - High Level Process Flow- Standardized Approach

Process Flow for Capital Adequacy Ratio Calculation

ORACLE
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Capital Calculation Run

Capital Consolidation Process

Credit Risk Process

Market Risk Process

Operational Risk Process

y

Capital Structure

v

Capital Buffer

Capital Calculation Run

The Capital Calculation Run depicted in the preceding process flow is a single run which is a joined
together by multiple processes. Each process is a block, compiled together to form an entire Capital
Adequacy run. The individual blocks like the Credit Risk process, Market Risk process, and so on, also
exist as individual runs which is described in the following sections.

Capital Consolidation is a process common to each of the individual block when they are triggered
separately as an individual run. For example: the standard out-of-box Market Risk run has Capital
Consolidation and Market Risk process bundled together as a single Market Risk run. This is applicable for
a Credit Risk run and Operational Risk run as well. The Capital Consolidation is explained in the following
section and is not repeated under the Non Securitization process, Securitization process, Market Risk
process, or Operational Risk section of this document.

In Capital Consolidation, the application processes the following:

Capital Consolidation Level Selection

The reporting bank may be a part of a financial group that has multiple legal entities like parent or child
entities (subsidiaries) under its name. The entity on which you are required to process should be selected by
you. Subsequently, level at which a Run is to be executed (solo or consolidated) should also be selected.
You can select these options in the Run Management Ul. However, if the Run is executed in the Run Rule
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Framework (RRF), then these options have to be set using the Rule ‘Capital Consolidation Level
Selection’ in the process ‘IND_BASELIII_CAPITAL_CONSOLIDATION’.

‘IND_BASELIII_CAPITAL_CONSOLIDATION’ is the first process to be added in all the Runs
defined in the RRF except for the Staging Data Population Run. The Run Management Ul selects this
process by default.

Run Parameters Assignment

The Basel accord states different approaches for calculating RWA. The Run Management Ul in the
application allows the reporting bank to define and execute a Run by selecting a combination of different
Basel Il approaches for RWA computation.

Run Parameter Assignment is also part of Capital Consolidation process. The Rule ‘Run Definition User
Defined Run Param Assignment’ is used to assign the Run parameters if a Run is executed in the RRF. If
the Run is executed from the Run Management Ul, then the parameters are populated based on the Run
defined in the Run Definition window.

Currency Conversion

The Rules pre-defined in the application performs currency conversion of all General Ledger amount
attributes to be used for Capital Consolidation from the Natural currency to the Reporting currency, based
on the exchange rate provided.

Shareholding percent multiplication

For all entities in the Capital Consolidation process, the application updates the shareholding percentage
against each entity data in the fact capital accounting head from the fact entity shareholding percent table.
The parent data in the processing table of fact capital accounting head is updated with the value 1 and for
each child entity the data is based on the parent’s holding percentage specified for each child in fact entity
share holding percent table.

The exposure amount which is a part of the input data (product processors) is the exposure amount for a
solo entity. However, in case of a consolidated Run, the parent exposure is considered only on the basis of
shareholding percentage, based on the following calculation:

Exposure amount X share holding percent = Updated Exposure Amount

(Where share holding percent is allotted a value by the application during the process - Capital
Consolidation in the Rule Cap Consl Effective Shareholding Percent for an Entity)

This assignment is performed by the Rule <Attribute > Shareholding Percent Multiplication. The following
attributes undergo shareholding percent multiplication:

e Outstanding Principal

e  Current Exposure Amount

e Undrawn Amount

e Exposure Market Value

e  Exposure Accrued Interest

e  Provision Amount

e  Write Off Amount

e Original Book Balance Amount

e For OTC products, Notional Principal and Contract Amount undergo shareholding percent
multiplication.
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Data Population:

e  Pre-processing steps:

Credit risk exposures’ data needs to be loaded in the application for all the product types through their
respective input tables known as product processors. The important categories of Credit Risk (CR)
Non Securitization exposures, along with their respective table names, that are used for data input are
as follows:

L eew [ s ]

Bills

BILLS EXPOSURE_DATA_CREATION

Credit Cards

CARDS_EXPOSURE_DATA_CREATION

Swaps SWAPS_EXPOSURE_DATA_CREATION
Futures FUT_EXPOSURE_DATA_CREATION
Guarantees GRT_EXPOSURE_DATA_CREATION
Investments INV_EXPOSURE_DATA_CREATION

Lease Contracts

LEASES_EXPOSURE_DATA_CREATION

Letters of Credit

LC_EXPOSURE_DATA_CREATION

Loans

LOAN_EXPOSURE_DATA_CREATION

Money market

instruments MM_EXPOSURE DATA CREATION
Overdraft OD_EXPOSURE_DATA CREATION
Options OPT_EXPOSURE_DATA_ CREATION

Re purchase contracts

REPO_EXPOSURE_DATA_CREATION

Equity Exposures

EQUITY_EXP LP DATA POPULATION

Underlying exposures for
repo contracts UNDERLYING_EXPOSURES DATA POPULATION

CREDIT_DERIVATIVES_DATA_POPULATION

Credit Derivatives

Underlying equity for

repo contracts UNDERLYING_EQUITY_DATA_POPULATION
PLACED_COLLATERAL_PROCESSING_DATA_POPU

Placed Collateral LATION

Portfolio Population Portfolio_Population

e  Processing steps:

Stage data from the product processors or other stage tables is populated in the required tables. All
product processor data is populated in a common fact table for all Non Securitization exposures
(FCT_NON_SEC_EXPOSURES) except equity data.

Equity data related to equity and investment fund are stored in the respective equity exposures
(STG_EQUITY_EXPOSUREYS) and fund equity investments table
(STG_FUND_EQUITY_INVESTMENTS). It is then populated in the respective fact tables for
equity exposures. From here, the data is populated in the common fact table
(FCT_NON_SEC_EXPOSURES) for all Non Securitization exposures. For more information on the
list of columns to be populated within each table, refer to the Download Specifications document.

ORACLE
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Reclassification Process

The sub processes for Reclassification Process are:
e Product Type Reclassification and
e Party Type Reclassification
e Rating Reclassification

The application reclassifies the bank’s product types and party types to Basel standard product and party types.
Based on standard Basel product and party type, it forms an asset class for each exposure. Equity is reclassified
by the application in a separate Rule.

Product Type Reclassification

Product types used by the reporting bank as input data are reclassified to standard product types as
recommended in the RBI Basel Ill guidelines. The product types after reclassification are stored as
Basel product types.

Party Type Reclassification

Similar to the product type, the customer type and issuer type (which are stored as party type) are also
reclassified as standard party type. The Basel application is designed to include customer type, issuer
type, and legal entity type in a single table (STG_PARTY_MASTER). This is applicable for both
staging and the dimension model. These are reclassified together as well. Party type reclassification
Rules handle reclassification for customer types, issuer, and entity types. For Example: Individual is
reclassified as Retail.

RBI has different treatment for Domestic and Foreign entities for certain party types. The assignment
for nonresident types is done based on country of incorporation. Hence when the country of
incorporation of party is not same as the country of reporting entity then the same is reclassified as a
Foreign/non-resident party.
Rating Reclassification
Data for credit ratings is uploaded in the application through the following ratings tables:
Accounts Rating Table (STG_ACCOUNT_RATING_DETAILS):

This table stores ratings of all Credit Risk Non Securitized exposures except for Investment
Exposures (present in STG_INVESTMENTS), Securitized Exposures, and Securitized Tranches.

The value in F_CAPITAL_CHARGE_EXCLUSION column of STG_INVESTMENTS table is
expected as a download value. When the value of F_CAPITAL_CHARGE_EXCLUSION is 'Y", it
indicates that the exposures will not be processed further in FCT_NON_SEC_EXPOSURES table.
Also, these exposures will be excluded form capital charge calculation.

Instrument Rating Table (STG_INSTRUMENT_RATING_DETAILYS):

This table stores ratings for all Market Risk Exposures, Investment Exposures subject to Credit
Risk (one that are in STG_INVESTMENTS), and Mitigants.

Party Rating Table (STG_PARTY_RATING_DETAILS):
This table stores credit rating information of all customers and issuers.
Sovereign Rating Table (STG_SOVEREIGN_RATING_DETAILS):

This table stores credit rating for all countries.
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Processing Steps:

Banks obtain credit ratings from different sources which need to be uploaded to the application
through the four rating tables. The application re-classifies the rating information to standard Basel
ratings.

Note: In the STG_PARTY_RATINGS DETAILS table ensure that the following columns are
mandatorily populated with data:

o Rating source code (V_RATING_SRC_CODE)
o Party Code (V_PARTY_CD)

o Purpose (V_PURPOSE): This field indicates whether the rating is a domestic rating or foreign
rating. If any other rating is provided, then the exposure is considered as unrated.

o Rating Code (V_RATING_CODE)

The rating reclassification lookup table (FSI_RATING_CLASSIFICATION) is used to reclassify
all the bank ratings to their Basel ratings. Ratings are populated from the stage tables to FSI tables
using the lookup table to fetch reclassified rating.

Once the application identifies the reclassified ratings, risk weight Rules update the risk weights in the
rating risk weight mapping table. Further, the multiple assessments Data Transformation update the
rating and the risk weights to the exposures. For each exposure, the application checks the risk weight
yielded by each of its ratings. It then assigns the second greatest risk weight and the rating that yields
such risk weight to the exposure.

For unrated Non Securitized exposures, the application does an issuer assessment as per the RBI
Basel 11l guidelines. This is done to infer a rating of the unrated exposures, based on the rating of a
similar instrument (referred as reference issue hereafter) issued by the same issuer. The reference
issue is used only when it is of the same currency as the exposure and the exposure is senior or
equivalent to the same.

RBI has approved following Domestic credit rating agencies — whose ratings may be used by banks
for assigning risk weights for credit risk. The lists of agencies are:

a. Brickwork Ratings India Pvt. Limited (Brickwork)

b. Credit Analysis and Research Limited

c. CRISIL Limited

d. ICRA Limited

e. India Ratings and Research Private Limited (India Ratings)

f. SME Rating Agency of India Ltd., (SMERA).

The RBI has decided that banks may use the ratings of the following International Credit rating agencies
a. Fitch

b. Moody’s

c. Standard & Poor’s.

An example for Long Term rating is shown in the below table:
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CARE CRISIL India Ratings | ICRA Brickwork SME Rating RBI Basel
and Research Agency of India | Equivalent
Private Ltd. (SMERA)
Limited
(India
Ratings)
CARE AAA CRISIL IND AAA ICRA Brickwork AAA SMERA AAA AAA Equivalent
AAA AAA
CARE AA CRISIL AA | IND AA ICRA AA | Brickwork AA SMERA AA AA Equivalent
CARE A CRISIL A IND A ICRAA Brickwork A SMERA A A Equivalent
CARE BBB CRISIL IND BBB ICRA Brickwork BBB SMERA BBB BBB Equivalent
BBB BBB
CARE BB, , CRISIL BB, | IND BB, , ICRA BB, | Brickwork BB, , SMERA BB, , BB Equivalent
CARE B CRISIL B IND B ICRAB Brickwork B SMERA B B Equivalent
CARE C & CARE CRISILC& [ INDC&IND | ICRAC & | Brickwork C & SMERAC & Lower B
D CRISIL D D ICRAD Brickwork D SMERA D Equivalent
Unrated Unrated Unrated Unrated Unrated Unrated Unrated

Where “+” or “-” notation is attached to the rating, the corresponding main rating category risk weight is
used.

An example for Short Term Rating is shown in the below table:

CARE CRISIL India Ratings ICRA Brickwork SME Rating RBI
and Research Agency of Basel
Private Limited India Ltd. Equivale
(India Ratings) (SMERA) nt
CARE Al+ CRISIL A1+ IND Al+ ICRA Al+ | Brickwork Al+ SMERA Al+ Al+
Equivalen
t
CARE Al CRISIL Al IND Al ICRA Al Brickwork Al SMERA Al A-1
Equivalen
t
CARE A2 CRISIL A2 IND A2 ICRA A2 Brickwork A2 SMERA A2 A-2
Equivalen
t
CARE A3 CRISIL A3 IND A3 ICRA A3 Brickwork A3 SMERA A3 A-3
Equivalen
t
CAREA4& | CRISILA4&D | INDA4&D ICRA A4 Brickwork A4 & D | SMERA A4 & | Lower A-
D &D D 3
Equivalen
t
Unrated Unrated Unrated Unrated Unrated Unrated Unrated

Where “+” or “-” notation is attached to the rating, the corresponding main rating category risk weight is
used.

Mitigant Data Population and Eligibility process
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The sub processes are as follows:
e Mitigant Reclassification
e Mitigant RW Assignment
e Mitigant Eligibility
e Mitigant Volitality Haircut Assignment

Mitigant Reclassification

For mitigants the application reclassifies the mitigant type to the standard mitigant type like the debt
securities, credit derivative, cash, and so on. Reclassification mitigant type is used for downstream processing
like multi eligibility, multi risk weight assignment and so on.

As per RBI guidelines, since equity as ineligible, equity Mitigant type is mapped to “Others” as standard
mitigant type.
Mitigant RW Assignment

To apply risk weight to the covered portion, the risk weight is mapped to the protection provider (Guarantor)
based on Standard Party Type and Basel Rating of the guarantor. It is then, taken to mitigant level.

Mitigant RW is assigned based on Credit rating and Standard Party class, for the guarantee provided by
following standard parties:

e Foreign Sovereign

e  NBFC-Infrastructure Finance Companies
e Non-deposit Taking Systemically Important NBFC
e  NBFC-Infrastructure Development Fund
e NBFC-Others

e Corporate Non SME

e  Primary Delears

e Domestic PSEs"

e Asset Finance Companies

e Non Resident Corporate

e Foreign PSE

e Multilateral development Bank

A rule “IND BASEL Il - Mitigant RW Assignment” is created. For the guarantee provided by the Banks
incorporated in India and Foreign Bank branches in India, a rule “IND BASEL Ill Mitigant RW Assignment -
Banks” is created. It assigns RW based on Standard Party Type, Country and CET1 band. Country refers to
the Country of operation of the guarantor bank. This is executed after “IND BASEL Il - Mitigant RW
Assignment” rule, as there is a difference in treatment for the guarantee provided by the Foreign Banks
branches in India.

For the guarantee provided by domestic sovereigns, the rule “IND Mitigant RW Assignment for Domestic
Sovereign” is used for claims on domestic sovereign.

Though, there is no risk weight applied to the portion covered by eligible financial collateral, from the
solution perspective, a 0% RW is assigned to such portion. This is to ensure that the post haircut collateral
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amount is deducted from the exposure amount. The BIS rule “Mitigant RW Assignment for Financial
Collaterals” and “Basel 1l Mitigant RW Assignment for Nettable Liabilities” is used for this. It is executed
after all other RW assignment rules.

Mitigant RW assignment is dependent on design of exposure RW assignment and mapping of standard party
class, rating to the risk weight as mentioned in the exposure RW assignment rules.

Mitigant Eligibility

Mitigant type is considered to determine whether the mitigant is eligible for a particular exposure or not.
There are separate eligibility Rules for mitigant types that are mutual funds, or debt security. Mitigant
eligibility is also checked based on the original and residual maturity of the collateral. Collateral is classified
as eligible only if its original maturity is more than 1 year and residual maturity is more than 3 months.

Eligible Collateral

Banks, which take eligible financial collateral, can reduce the exposure amount to counterparty when
calculating their capital requirements to take account of the risk mitigating effect of the collateral. The
application has Rules that carry out the eligibility checks.

Following are the eligible financial collateral as per RBI Basel I11 guidelines:

(i) Cash (as well as certificates of deposit or comparable instruments, including fixed deposit receipts, issued by the
lending bank) on deposit with the bank which is incurring the counterparty exposure.

(i) Gold: Gold would include both bullion and jewelles. However, the value of the collateralized jewellery is arrived
at after notionally converting these to 99.99 purity.

(iii) Securities issued by Central and State Governments

(iv) Kisan Vikas Patra and National Savings Certificates provides no lock-in period. It is operational and they can be
encashed within the holding period.

(v) Life insurance policies with a declared surrender value of an insurance company which is regulated by an
insurance sector regulator.

(vi) Debt securities rated by a chosen Credit Rating Agency in respect of which banks is sufficiently confident about
the market liquidity where these are either:

(a) Attracting 100 per cent or lesser risk weight that is, rated at least BBB(-) when issued by public sector
entities and other entities (including banks and Primary Dealers); or

(b) Attracting 100 per cent or lesser risk weight that is, rated at least CARE A3/ CRISIL A3/ India
Ratings and Research Private Limited (India Ratings) A3/ICRA A3/Brickwork A3/ SMERA A3 for
short-term debt instruments.

(vii) Debt Securities not rated by a chosen Credit Rating Agency in respect of which banks is sufficiently confident
about the market liquidity where these are:

(a) Issued by a bank
(b) Listed on a recognized exchange
(c) Classified as senior debt

(d) all rated issues of the same seniority by the issuing bank are rated at least BBB(-) or CARE A3/
CRISIL A3/ India Ratings and Research Private Limited (India Ratings) A3/ICRA A3/Brickwork
A3/SMERA A3 by a chosen Credit Rating Agency

(e) the bank holding the securities as collateral has no information to suggest that the issue justifies a
rating below BBB(-) or CARE A3/ CRISIL A3/ India Ratings and Research Private Limited (India
Ratings) A3/ICRA A3/Brickwork A3/SMERA A3 (as applicable)

(f) Banks is sufficiently confident about the market liquidity of the security.

DRACI—E Oracle Financial Software Services Confidential-Restricted 98



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

(viii) Units of Mutual Funds regulated by the securities regulator of the jurisdiction of the bank’s operation mutual
funds where:

(a) A price for the units is publicly quoted daily that is, where the daily NAV is available in public
domain

(b) Mutual fund is limited to investing in the instruments listed in this paragraph.

Re-securitizations, irrespective of any credit ratings, are not eligible financial collateral.

Eligible Guarantor
As per the RBI Basel 111 guidelines, the following guarantors are considered eligible:

1. Sovereigns and sovereign entities. This includes BIS, IMF, European Central Bank and
European Community and other eligible MDBs, ECGC, CGTSI, CRGFTLIH, banks and
primary dealers with a lower risk weight. The following MDB are treated as an eligible
guarantor:

(a) World Bank Group: IBRD and IFC

(b) Asian Development Bank

(c) African Development Bank

(d) European Bank for Reconstruction and Development
(e) Inter-American Development Bank

(f) European Investment Bank

(9) European Investment Fund

(h) Nordic Investment Bank

(i) Caribbean Development Bank

(j) Islamic Development Bank

(k) Council of Europe Development Bank

(I) International Finance facility for Immunization

2. Other entities that are externally rated, including credit protection provided by parent, subsidiary
and affiliate companies when they have a lower risk weight than the obligor. The exception to
this requirement is when credit protection is provided to a securitization exposure.

3. When credit protection is provided to a securitization exposure, other entities that are currently
externally rated BBB- or better AND that were externally rated A- or better at the time the credit
protection was provided. This includes credit protection provided by parent, subsidiary, and
affiliate companies when they have a lower risk weight than the obligor.

Mitigant eligibility is not present if, exposure guarantor is positively correlated with credit protection as
main business indicator (standard party type). Similarly, mitigant eligibility is present if, exposure
guarantor is positively not correlated with credit protection as main business indicator (standard party
type).

Mitigant eligibility is not present if, exposure guarantor is positively correlated with credit protection as
main business indicator (special purpose entity).

Mitigant eligibility is present if, exposure guarantor is positively not correlated with credit protection as
main business indicator (insurance entity).
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Data Expectation

Security under lock-in period”: Value ‘can be Y’ or ‘N’; Y’ in this column is to identify whether
the mitigant is currently under lock-in period and cannot be liquidated.

The requirements regarding Life Insurance are operational in nature and it is expected that the bank will
fulfill such operational requirement before passing data of Life Insurance as financial Collateral.

Unrated Debt Security Eligibility hierarchy (underlying column
F_UNRATED_DEBT_SEC_ELIG_FLAG) -The value in this flag should be Y if all the eligibility
condition of unrated debt as financial collateral, as mentioned in para 7.3.5 (vii) (a) to (vii) (f) of RBI Basel
111 Master Circular are satisfied. That is, including securities issued by the bank.

The value in “Eligible Mutual Fund Indicator” which is based on f_elig_mutual_fund_ind, is expected to be
Y if all the eligibility conditions of Mutual Fund as an eligible financial collateral, as mentioned in para
7.3.5 (viii) of RBI Basel 111 Master circular is satisfied.

Mitigant Haircut Assignment:

The application performs computations for volatility mitigant haircut. Volatility haircuts are
calculated and amount of the exposure to the counterparty and the value of collateral or mitigants, is
adjusted to account for any future fluctuations in the market value. After the adjustment, the
application provides the volatility adjusted amounts for both exposures (higher than original exposure
amount) and collateral (lower than original amount).

The volatility haircut is assigned based on Supervisory haircut as per RBI Basel 111 guidelines:

In Supervisory Haircut method, the application assigns volatility haircut based on issuers, issuer’s
ratings, mitigants residual maturity, and type of mitigant. The assignment is done as per RBI
guidelines. The haircut is scaled up based on the minimum holding period for the transaction type
where applicable.

Issue vs Issuer Rating Assignment

Rating assignment for the unrated exposures needs to be based on issue vs. issuer rating
assessment and/or multiple rating assessment. This is as per the guidelines and follows the
following sequence to arrive at the final rating applicable to the unrated exposure. The issue versus
issuer assessment is applicable for corporate, foreign bank asset class. It includes asset classes for
which Risk weight is based on rating.

All exposures which are assigned unrated code are sent to the interface logic in the following

process:
Sequence Check Treatment Remarks
no
1 Short term to short term | All short term unrated exposure will take | This updates no rating but only
inference risk weight of one level higher than the | risk weight is applicable

RW applicable for short term claim on
the same counterparty. The rated short
term claim on the counterparty are
picked up from own account. There is
no check on maturity, seniority, and so

on for this treatment.
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150 inference RW

If any of the rated issue of the

issuer/counterparty of the unrated claim
has 150%, all unrated issues
irrespective of short term or long term

are assigned 150%.

This updates no rating but only

risk weight is applicable.

Also, 150% inference does not

work on inferred rating.

Inference from issued debt

All unrated claim, after step 2 above
where risk weight is inferred above, will
go for rating inference from rated issued
debt from the counterparty. Validation
on carried out for Seniority, residual

maturity and currency.

Benefit in terms of lower risk weight is
applicable only if unrated claim is

ranked pari passu or senior claim.

If any issue of the same counterparty
has higher risk weight, higher RW will
be inferred for unrated issue on the
same counterparty. If unrated issue is
senior issue than lower risk weight is not

inferred.

In case if there are multiple reference
issues with multiple risk weight, multiple

assessment is applicable

This step is applicable for
issued debt and not for own

claim.

Multiple assessment is applied
post increase in risk weight

level.

Rating is updated as inferred
from rated claim. No equivalent
rating is applied based on long
nature  of

term/short  term

unrated claim.

Issuer rating inference

All unrated claim, after step 2 above
where risk weight is inferred above, will

go for rating inference from issuer.

Issuer rating is subjected to multiple

assessment if required.

Issuer rating is applied as is.
No equivalent rating is applied
based on long term/short term

nature of unrated claim.

Comparison of reference issue

rating and issuer rating

The rating and risk weight inferred from
step 3 and step 4 above will be
subjected to multiple assessment to

obtain the final rating of the claim.

No equivalent rating is applied
based on long term/short term

nature of unrated claim.

Credit Risk Non Sec Process
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The sub processes are as follows:

Asset Reclassification

A

Credit Conversion Factor assignment

A

Pre — CRM calculation

A

Risk Weight calculation

4

Credit Risk Management

A

Post CRM

Asset Class Reclassification

On the basis of Basel product type and standard counterparty type, an asset class is formed by the
application. This asset class is used for data processing. The asset class rule is split as follows:

o Initially the rule assigns asset class based on standard counterparty type alone. This is because,
the majority of asset classes are based on party type alone like Sovereign, MDB and so on.
Example: IND - Basel Il Non Sec Asset Class Reclassification is based on Standard
Counterparty Type — STD.

e The rule then assigns asset class based on combination of standard party types and standard
product types. Only relevant combinations are selected. This is done to keep the rule size
manageable. Example: IND - Basel 111 Non Sec Asset Class Reclassification — STD.

e A set of rules assigns asset class for specific scenario where any additional information other
than standard party type or standard product types is also needed. Example: IND - Basel 111 Non
Sec Asset Class Reclassification - Loans and Advances to Staff, IND Asset Class
reclassification - Domestic Sovereign Exposures for CGTMSE, CRGFTLIH and so on.

e The rule assigns the effective asset class as part of CRM for unfunded protections. This rule is
similar to the first set, except that exposures guaranteed by State Government and Central
Government are classified into separate asset class and not under 'Domestic Sovereign'.
Example: IND - Basel 111 CRM Effective Asset Class Reclassification — STD.

For example: When standard counterparty is a corporate, the asset class is corporate, except when
exposure has specific product types like mortgages where the asset class may be Claims secured by
commercial mortgages and so on.
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In addition to the above asset class reclassification process for exposures, to ensure it follows the
regulatory retail portfolio definition as specified in the Master Circular the following process is
followed:

MAP_RET_EXP works based on fct_non_sec_exposures table; particularly on columns like Basel
Asset Class, Customer/Issuer, Standard Counterparty type, Basel Product Type, and so on.

This DT checks the Qualifying Crieria requirement of para 5.9.3 of Master Circular — Basel 111 Capital
Regulations in terms of Orientation Criterion, Low value of individual exposures and Granularity
Criterion. Product Criterion and customer as Individual etc is addressed through reclassification. It
assigns Regulatory Retail Portfolio asset class for exposure's to bank's own staff not backed by
Superannuation adjustment benefits and as defined in para 5.14.2 of Master Circular — Basel 11l Capital
Regulations.

Post that, it checks the orientation criteria for average turnover of the party against 50 cr and
accordingly updates asset class. It, then, checks whether the aggregated exposure to one counterparty
exceeds threshold limit of Rs 5 cr then based on customer type it updates asset class to either
Corporate, Regulatory Retail or others. Granularity check is performed at the end to check whether
total exposure to one counterparty is greater than Granularity threshold (0.2%) of total Regulatory
Retail Portfolio. In that case, based on customer type it updates asset class to either Corporate,
Regulatory Retail or others. It excludes NPAs from the overall regulatory retail portfolio.

Credit Conversion Factor (CCF):

CCF is applied to all the off balance sheet exposures. The CCF applied values are 0, 0.2, 0.5, and 1.
The various factors on the basis of which the CCF is applied are product type, type of facility (whether
it is cancellable or not), and the maturity of the exposure.

As per the RBI Basel 111 guidelines for Standardized Approach following are the CCF assigned to
off-balance sheet items:

DRACI—E Oracle Financial Software Services Confidential-Restricted 103



Oracle Financial Services Basel Regulatory Capital Basic User Guide, Release 8.0.2.0.0

Credit Conversion Factors — Non-market related Off-Balance Sheet Items

Instruments Credit Conversion Factor (%)
Direct credit substitutes 100
Certain transaction-related contingent items 50

Short-term self-liquidating trade letters of
credit arising from the movement of goods 20

Sale and repurchase agreement and asset
sales with recourse 100

Forward asset purchases 100

Unpaid part of partly paid shares and

securities 100
forward deposits 100
Note issuance facilities 50

Revolving / non-revolving underwriting

facilities 50
Unconditional take-out finance 100
Conditional take-out finance 50

Lending of banks’ securities or posting of

securities as collateral by banks 100
Commitments with certain drawdown 100
Commitments unconditionally cancellable 0
Other commitments Maturity up to 1 year 20

Other commitments Maturity more than 1
year 50

Pre CRM EAD

Pre-CRM Exposure at Default (EAD): Exposure at Default is calculated for all asset classes
based on:

Current Exposure Amount
Off-Balance Sheet Drawn CCF Percent
Provision Amount

Undrawn Amount
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0 CCF Percent
0 Exposure Accrued Interest
o Write Off Amount

If the reporting bank has an exposure to one of its own subsidiaries, then that exposure is classified as
an internal exposure. Each of the internal transactions, that is, transaction between the parent and its
subsidiary, is marked as a deduction line item. The deduction is processed as part of the capital
structure processing and all the internal transactions are eliminated from any RWA calculation.

Of the total exposure amount, the exposures may have drawn amount and undrawn amount. The drawn
amount is the direct credit exposure and undrawn amount may become a future exposure when that
amount is drawn. Therefore, EAD related to undrawn amount is calculated by multiplying the CCF
percent with undrawn amount. The application calculates the EAD related to drawn amount using:

Exposure Accrued Interest
Off-Balance Sheet Drawn CCF Percent
Write Off Amount

Provision Amount

©O O O O O

Current Exposure Amount

. Currency Conversion:

In this, the application converts data columns (represented as amount) that are in the natural
currency, to reporting currency columns which are used for any further calculations. The
column names suffixed as ‘_ncy’ are in the natural currency and are multiplied by the
Currency Conversion Factor to populate values in the reporting currency. The Rule IND -
Reporting Currency Code Assignment is used to assign the reporting currency in case of a
Run Rule Framework (RRF) execution.

NOTE: The Rule IND - Reporting Currency Code Assignment is set to ‘INR’.
However, you can modify the reporting currency according to your
requirements. You can select the reporting currency in the above mentioned
rule, if the Run is executed from the Run Execution screen.

Risk Weight

Sovereign

The RBI guidelines, under Claims on Domestic Sovereigns, have listed out the different Risk Weights
applicable for different domestic sovereign claims of a Bank.

a. Any claim of the Bank to Central Government gets zero percent risk weight. A bank which invests in
State Government or any loan, credit or overdraft exposure to the State Government gets a zero percent
Risk Weight.

b. Any Claims on Reserve Bank of India (RBI), Deposit Insurance and Credit Guarantee Corporation
(DICGC), Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE), Credit Risk
Guarantee Fund Trust for Low Income Housing (CRGFTLIH) are regarded as claims on Central
government and gets a zero percent Risk Weight. Any claim on Export Credit Guarantee Corporation of
India Ltd. (ECGC) attracts a 20 percent Risk Weight.

c. Any claim on Central Government or State Government has a Risk Weights applicable only if the asset
has been identified as Standard or Performing, If the Asset is recognized as Non Performing Asset
(NPA), they will get the Risk Weight as detailed under the section ‘Non-Performing Assets’ in RBI
guidelines.
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d. All outstanding amounts covered under any Debt Waiver Schemes announced by government of India,
such as Agricultural Debt Waiver Scheme will be treated as outstanding debt and gets a zero percent
Risk Weight.

e. The Claims guaranteed by State Government gets 20 Percent Risk weight.
f.  Central Government guaranteed claims will attract a zero risk weight.

Claims on Foreign Sovereigns

The International Rating Agencies S&P, Fitch & Moody’s, assigns Risk Weights of the Foreign
Sovereign claims. Irrespective of the currency in which these are funded gets Risk Weights as
determined by the Rating agencies.

If a claim on a foreign sovereign is funded in the same currency as of the sovereign then it gets zero
percent Risk Weight irrespective of its Ratings.

The requirements prescribed by Host Country supervisors will be applicable to claims in the books
of the foreign branches of the Indian banks for computing capital adequacy.

If the Indian Bank has claims to the Foreign Sovereigns in the books of the foreign branches where
the supervisor requires more conservative treatment then they should adopt the requirements
prescribed by the Foreign Country Supervisor.

Claims on Corporate and Primary Dealers:

Claims on Primary Dealers is reported separately (not under Claims on Corporates) under the RBI RCA3
reporting requirements. Hence these are assigned under the existing asset class ‘Primary Dealers’.

a. Any Claims on Corporate, Asset Finance Corporations (AFC), Non-Banking Finance
Companies - Infrastructure Finance Companies is Risk Weighted as per the Rating Agencies
which are registered with SEBI. The Ratings are reclassified as per Basel Credit Ratings.
The Short Claims and Long Term claims are rated differently.

b. Any claims on AFCs which attract 150 percent Risk Weight reduces to 100 percent.

c. For entities/counterparties whose obligations are restructured or re-scheduled, the unrated
claims on these entities attracts 125 percent Risk Weight.

d. For Claims on corporate which are unrated, the risk weight assigned does not preferential to
that assigned to its sovereign of Incorporation.

Unrated claims to Corporate, where the aggregated exposure to a single counterparty is more than
the threshold limit of Rs 10 crore will be risk weighted at 150%.

Looking at the above it is implied that RBI defined a threshold limit of Rs 10 crore for aggregate
exposure on a single counterparty to determine that a RW of 150% applies to Unrated claims.

The RCAZ3 reporting template requires the Unrated claims above threshold limit and Risk
weighted at 150% is reported as a separate row. Hence it is assumed that the threshold limit
logic for unrated claims applies under the RBI Basel 111 requirements as well.

In RCAS3 report "Mkt risk Specific-CDS" for RBI, Part A Specific Risk Charge does not
reflect the impact of hedging for CDS. Part B Specific Risk Charge which is reported
counterparty-wise has hedging benefit reflected in the values.

Assumption:

As per the Para 5.8.2 of RBI Basel 111 guidelines (2013), RBI may warrant a standard risk weight
higher than 100% to unrated corporate claims. Further para 5.8.2 of the RBI New Capital
Adequacy Framework (2007) mentions that With effect from April 1, 2009, all fresh sanctions or
renewals in respect of unrated claims on corporate in excess of Rs. 10 crore threshold (with
reference to the aggregate exposure on a single counterparty for the bank as a whole) will attract
a risk weight of 150%.
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Since the RCAS3 reporting template requires the Unrated claims above threshold limit and Risk
weighted at 150% to be reported as a separate row, it is assumed that the threshold limit logic as
defined under the 2007 RBI Basel 11 guidelines for unrated claims applies under the RBI Basel
111 requirements as well.

Risk weights for Claims on Non-Resident Corporates.

An RBI Basel 11 guideline requires calculating RWA for claims on banks, that is, exposure in
capital instruments of other banks.

Claims on Banks in India and Branches of foreign Banks in India, are treated based on
following major criteria.

(i) Investments in capital instruments of banks where the investing bank holds not more
than 10% of the investee bank.

Aggregate of these investments, together with investments in capital instruments in
insurance and other financial entities do not exceed 10% of common equity of the investing bank.

(i) Equity investments in other banks where the investing bank holds more than 10% of
the issued common shares of the investee banks.

Aggregate of these investments, together with investments in capital instruments in
insurance and other financial entities do not exceed 10% of common equity of the investing bank.

The applicable treatment is as follows:

Risk Weights (%)
All Scheduled Banks All Non-Scheduled Banks
(Commercial, Regional Rural Banks, Local Area Banks and Co-Operative (Commercial, Regional Rural Banks, Local
Banks) Area Banks and Co-Operative Banks )
Level of Investments Investments All other Investments Investments All Other
Common Equity Tier 1 referredtoin | referredtoin | claims referredtoin | referredtoin | Claims
capital (CET1) paragraph (i) | paragraph (ii) paragraph (i) | paragraph (ii)
including applicable
capital conservation
buffer (CCB) (%) of the
investee bank
(where applicable)
1 2 3 4 5 6 7
Applicable Minimum 125 % orthe | 250 20 125% or the 300 100
CETL1 + Applicable risk weight as risk weight as
CCB and above per the rating per the rating

of the of the

instrument or instrument or

counterparty, counterparty,

whichever is whichever is

higher higher
Applicable Minimum 150 300 50 250 350 150
CET1+ CCB =75%
and <100% of
applicable CCB35
Applicable Minimum 250 350 100 350 450 250
CET1 + CCB =50%
and <75% of applicable
CCB
Applicable Minimum 350 450 150 625 Full 350
CET1 + CCB = 0% and deduction*
<50% of applicable
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CCB

Minimum CET1 less 625 Full 625 Full Full 625

than applicable
minimum

deduction* deduction* deduction*

The entire exposure is handled assuming it is less than 10% of Banks own equity. During the
Capital structures run, depending upon value of F_SIGNIFICANT_INVESTMENT _IND, the
investment above 10% and below 10% gets divided — the below 10% is risk weighted
proportionately and above 10% is moved to deductions.

In case of banks where no capital adequacy norms are prescribed by the RBI, the lending
/ investing bank calculates the CRAR of the cooperative bank concerned, notionally, by obtaining
necessary information from the investee bank, using the capital adequacy norms as applicable to
the commercial banks.

In case, it is not feasible to compute CRAR on such notional basis, the risk weight of 350
or 625 per cent, as per the risk perception of the investing bank, is applied uniformly to the
investing bank’s entire exposure.

Above mentioned treatment is handled through a set of rules.

RW Assignment mentioned in above table is handled through:

e IND - Basel I1l Non Sec Pre-mitigation UL for Claims on Banks Other Than Capital Invst Exp — STD
e IND - Basel Il Non Sec Pre-mitigation RW UL For Capital Investments - Claims On Banks - STD

e IND - Basel I1l Non sec Pre-mitigation RW UL for claims on Banks — Cap Invest on Inst Ratings —
STD

e IND-Basel I11 Non sec Pre-mitigation RW UL for claims on Banks capt invst based on Cust ratings-
STD

Treatments based on other conditions are handled through:
e IND - Basel I1l Non Sec Pre-mitigation RW UL for Claims on Bank — STD
e IND - Basel I1l Non sec Pre-mitigation RW UL for claims on Banks based on risk perception — STD

e IND - Basel 1l Non sec Deduction for Claims on Banks Invst within 10percent - STD

Claims on Foreign Banks

Claims on Foreign banks are risk weighted based on ratings assigned by internationalagencies.

The claims on a bank which are denominated in 'domestic' foreign currency met out of the
resources in the same currency raised in that jurisdiction will be risk weighted at 20 per cent
provided the bank complies with the minimum CRAR prescribed by the concerned bank
regulator(s).

Rule “IND - Basel 11l Non Sec Pre-mitigation UL for Claims on Foreign Banks” assigns RW
according to rating and based on difference in funded and denominated currency.

Also, in case a Host Supervisor requires a more conservative treatment for such claims in the
books of the foreign branches of the Indian banks, they should adopt the requirements prescribed
by the Host supervisor for computing capital adequacy. i.e if the applicable host country risk
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weight is more, then max of the host country supervisory risk weight and risk weight calculated
by RBI has to be applied to the exposure.

This is done through rule “IND - Basel 111 Non Sec Pre mitigation RW UL - Host Regulator RW
treatment — STD”. Depending upon treatment prescribed by host supervisor, this rule is expected
to be updated during implementation.

As per the Accord in Page- 37, “The exposures of the Indian branches of foreign banks,
guaranteed / counter-guaranteed by the overseas Head Offices or the bank’s branch in another
country would amount to a claim on the parent foreign bank and would also attract the risk
weights as per Table 5 above.”

Corporate

Risk weighting of Claims to Primary Dealers and Claims on Corporates, NBFC-1FCs and
AFCs based on ratings:

RWs are assigned for long term rating in existing rule ‘IND Non Sec Pre-Mitigation RW UL -
STD’ under sub-process ‘Non Sec STD RW Assignment’. This rule assigns RWs for Non
Resident Corporates, Primary Dealers & Corporate Non SME Non SL asset classes along with
other asset classes.

The RWs assignment based on Short term ratings are handled in existing rule ‘IND Non Sec Pre-
Mitigation RW UL for Banks and Corporates’. In the Rule, the Corporates are identified in the
Basel Asset Class and the Original Maturity for CCF Assignment has ‘Maturity is less than or
equal to one year’ to identify if it is short term claim.

Risk weight capping for exposures to AFCs:

All exposures to AFCs where the RW is more than 100% are reduced to 100%. A rule *IND -
Basel 111 Non Sec Pre-Mitigation RW UL Floor for AFCs’ is created. This rule has Basel
Asset Class as ‘Corporate Non SME Non SL’ and Standard Party Type as “Asset Finance
Companies’ and cap the RW set in the previous RW rules based on ratings to 100%
(parameterized) using a business processor.

Unrated exposure to entities whose obligations have been re-structured/re-scheduling:

The unrated claims on Entities whose obligations are re-structured/re-scheduling is assigned
125% Risk Weight until satisfactory performance under revised payment schedule has been
established for one year from the date when the first payment of interest falls due under the

revised schedule.

In order to handle this requirement, identify the exposures which are restructured and capture the
first payment date under revised schedule. Since obligation subject to restructuring /rescheduling
are mostly loans, these attributes are expected only on the Stage Loans Contracts table.

Two hierarchies are created which is used to risk weight unrated restructured exposures to
corporate entities:

1. Restructured Obligation Indicator
a. Restructured Obligation (when restructured indicator is Y)
b. Non-Restructured Obligation (catch all node)

2. Satisfactory Performance Period

a. Satisfactory Performance - Less than One year (Past Due Flag is N and
difference between First Payment date under Revised Schedule and Mis Date is
less than 1 year)
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b. Satisfactory Performance - More than One year (Past Due Flag is N and
difference between First Payment date under Revised Schedule and Mis Date is
more than 1 year)

¢. OTHERS (catch all node)
Claims on Primary dealers are treated as claims on Corporate.

Risk weighting of Claims to Primary Dealers and Claims on Corporates, NBFC-1FCs and AFCs
based on ratings:

RWs are assigned for long term rating in existing rule ‘IND Non Sec Pre-Mitigation RW UL —
STD’ under sub-process ‘Non Sec STD RW Assignment’. This rule assigns RWs for Non
Resident Corporates, Primary Dealers & Corporate Non SME Non SL asset classes along with
other asset classes.

The RWs assignment based on Short term ratings are handled in existing rule ‘IND Non Sec Pre-
Mitigation RW UL for Banks and Corporates’. In the Rule, the Corporates are identified in the
Basel Asset Class and the Original Maturity for CCF Assignment has ‘Maturity is less than or
equal to one year’ to identify if it is short term claim.”

NOTE: “Multiple_Assmt_NonSec” is assigning risk weights based on short
and long term ratings.

Claims secured by Residential Property

Any lending made to any individuals meant for acquiring residential property which are fully secured by
mortgages on residential property shall be risk weighted. This is indicated in the below table.

Category of Loan LTV Ratio (%) Risk Weight (%0)

(a) Individual Housing Loans

(i) Up to Rs. 20 lakh 90 50
(ii) Above Rs. 20 lakh and up to | 80 50
Rs. 75 lakh

(iii) Above Rs.75 lakh 75 75
(b) Commercial Real Estate — N/A 75
Residential Housing (CRE-RH)

(c) Commercial Real Estate N/A 100
(CRE)

a. LTV ratio is computed as a percentage with total outstanding in the account ( “principal + accrued
interest + other charges pertaining to the loan” without any netting) in the numerator and the
realizable value of the residential property mortgaged to the bank in the denominator.

b. Calculating Risk Weights for claims secured by residential property as per the above table: Also the
LTV ratio should not exceed the prescribed ceiling in all fresh cases of sanction. In case the LTV
ratio is currently above the ceiling prescribed for any reasons, efforts shall be made to bring it within
limits.

¢. Restructured housing loans are risk weighted with an additional risk weight of 25% to the risk
weights prescribed above.
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d. Banks exposure to third dwelling unit onwards to an individual is treated as CRE exposures.

e. All other claims secured by residential property attract the higher of the risk weight applicable to the
counterparty or to the purpose for which the bank has extended finance.

f.  Loans / exposures to intermediaries for on-lending is not eligible for inclusion under claims secured
by residential property but is treated as claims on Corporate or claims included in the regulatory
retail portfolio as the case may be.

g. Investments in mortgage backed securities (MBS) backed by exposures as at paragraph 5.10.1 above
is governed by the guidelines pertaining to securitization exposures.

Restructured Indicator

In order to capture the restructured Loans, the Hierarchy ‘Restructured Indicator’ is included in the
rule for Risk Weight Assignment for claims secured by Residential Property. Rule ‘IND - BASEL
111 Non Sec Claims Secured by Residential Property RW Assignment’ is used.

Claims Classified as Commercial Real Estate

Real Estate is generally defined as an immovable asset - land (earth space) and the permanently attached
improvements to it. Income-producing real estate (IPRE) has been defined in paragraph 226 of the Basel-
Il Framework.

Claims classified as commercial Real Estate attracts a risk weight of 100%.

The rule “IND - Basel 111 Non Sec Pre-Mitigation RW UL — STD’ takes care of this requirement, where
the Basel Il Asset Class Hierarchy will identify ‘Claims on Commercial Real Estates’ and assign 100
percent risk weight to target BP, ‘BP - Non Sec Pre-Mitigation RW UL for Unrated Exposures’.

As per the RBI circular, CRE-Residential Housing is as sub-sector of Commercial Real Estate (CRE) and
attracts a risk weight of 75%.

Specified Categories:

The fund based and non-fund based claims on Venture Capital Funds, attracts a higher risk weight of
150%.

The consumer credit, including personal loans and credit card receivables but excluding educational
loans, attracts a higher risk weight of 125% or higher, if warranted by the external rating (or, the lack of
it) of the counterparty. As gold and gold jewellery are eligible financial collateral, the counterparty
exposure in respect of personal loans secured by gold and gold jewellery is worked out under the
comprehensive approach as per paragraph 7.3.4. The ‘exposure value after risk mitigation’ attracts the
risk weight of 125%.

Advances classified as ‘Capital market exposures’ attracts a 125% risk weight or risk weight warranted
by external rating (or lack of it) of the counterparty, whichever is higher.

Risk Weight Application to capital instruments:

a. The exposure to capital instruments issued by NBFCs which are not deducted and are required to
be risk weighted in terms of paragraph 4.4.9.2(B) is risk weighted at 125% or as per the external
ratings, whichever is higher.

b. The claims on rated as well as unrated ‘Non-deposit Taking Systemically Important Non-Banking
Financial Companies (NBFC-ND-SI), other than AFCs, NBFC-IFCs and NBFC-IDF, regardless
of the amount of claim, shall be uniformly risk weighted at 100%.

c. The exposure to capital instruments issued by financial entities (other than banks and NBFCs)
which are not deducted and are required to be risk weighted in terms of paragraph 4.4.9.2(B)
would be risk weighted at 125% or as per the external ratings whichever is higher.
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Risk Weight Application to equity instruments:

a. The exposure to equity instruments issued by NBFCs which are not deducted
and are required to be risk weighted in terms of paragraph 4.4.9.2(C) would be
risk weighted at 250%.

b. All investments in the paid-up equity of non-financial entities (other than
subsidiaries)

(i) Which exceed 10% of the issued common share capital of the issuing entity or
where the entity is an unconsolidated affiliate as defined in paragraph 4.4.9.2(C)(i)
receives a risk weight of 1111%.

(i) Equity investments equal to or below 10% paid-up equity of such investee
companies is assigned a 125% risk weight or the risk weight as warranted by
rating or lack of it, whichever higher.

C. The exposure to equity instruments issued by financial entities (other than banks
and NBFCs) which are not deducted and are required to be risk weighted in
terms of paragraph 4.4.9.2(C) is risk weighted at 250%.

As per the RBI Basel 111 guidelines, the following guarantors are considered eligible:

1. Sovereigns and sovereign entities. This includes BIS, IMF, European Central Bank and
European Community and other eligible MDBs, ECGC,CGTSI, CRGFTLIH, banks and primary
dealers with a lower risk weight. The following MDB are treated as an eligible guarantor:

(a) World Bank Group: IBRD and IFC
(b) Asian Development Bank

(c) African Development Bank

(d) European Bank for Reconstruction and Development
(e) Inter-American Development Bank
(f) European Investment Bank

(9) European Investment Fund

(h) Nordic Investment Bank

(i) Caribbean Development Bank

(j) 1slamic Development Bank

(k) Council of Europe Development Bank

2. Other entities that are externally rated, including credit protection provided by parent, subsidiary
and affiliate companies when they have a lower risk weight than the obligor. The exception to
this requirement is when credit protection is provided to a securitization exposure.

3. When credit protection is provided to a securitization exposure, other entities that are currently
externally rated BBB- or better AND that were externally rated A- or better at the time the credit
protection was provided. This includes credit protection provided by parent, subsidiary, and
affiliate companies when they have a lower risk weight than the obligor.

These are reclassified as MDB and risk weighted at flat 20%.

Claims on PSE’s
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All domestic PSE’s are handled similar to Claims and Corporate.
Domestic PSE:

The claims on domestic PSEs are risk weighted in a manner similar to claims on corporate. Refer
section associated with RW assignment to corporate

Foreign PSE:

The Claims on foreign PSEs will be risk weighted as per the rating assigned by the international
rating agencies.

The risk weights for Foreign PSE’s are given as follows-

Claims on Foreign PSEs — Risk AAA A BBB to Below BB Unrated
Weights S&P/ Fitch ratings to AA BB

Moody’s ratings Aaato Aa A Baa to Ba Below Ba Unrated
RW (%) 20 50 100 150 100

The rule “IND — BASEL I11 Non Sec Pre-Mitigation RW UL — STD” assigns RW accordingly.
Retail and others:

The claims (including both fund-based and non-fund based) that meet all the four criteria listed
below is considered as retail claims for regulatory capital purposes and included in a regulatory
retail portfolio. Claims included in this portfolio are assigned a risk-weight of 75 per cent.

Qualifying Criteria

(i) Orientation Criterion - The exposure (both fund-based and non fund-based) is to an
individual person or persons or to a small business; Person under this clause would mean that,
any legal person capable of entering into contracts and would include but not be restricted to
individual, HUF, partnership firm, trust, private limited companies, public limited companies, co-
operative societies and so on. Small business is one where the total average annual turnover is
less than Rs 50 crore. The turnover criterion is linked to the average of the last three years in the
case of existing entities; projected turnover in the case of new entities; and both actual and
projected turnover for entities which are yet to complete three years.

(ii) Product Criterion - The exposure (both fund-based and non-fund-based) takes the form of
any of the following: revolving credits and lines of credit (including overdrafts), term loans and
leases (for example installment loans and leases, student and educational loans) and small
business facilities and commitments.

(iii) Granularity Criterion - Banks must ensure that the regulatory retail portfolio is sufficiently
diversified to a degree that reduces the risks in the portfolio, warranting the 75 per cent risk
weight. One way of achieving this is that no aggregate exposure to one counterpart should exceed
0.2 per cent of the overall regulatory retail portfolio. *Aggregate exposure’ means gross amount
(that is, not taking any benefit for credit risk mitigation into account) of all forms of debt
exposures (example: loans or commitments) that individually satisfy the three other criteria. In
addition, ‘one counterpart’ means one or several entities that may be considered as a single
beneficiary (example: in the case of a small business that is affiliated to another small business,
the limit would apply to the bank's aggregated exposure on both businesses). While banks may
appropriately use the group exposure concept for computing aggregate exposures, they evolve
adequate systems to ensure strict adherence with this criterion. NPAs under retail loans are to be
excluded from the overall regulatory retail portfolio when assessing the granularity criterion for
risk-weighting purposes.

(iv) Low value of individual exposures - The maximum aggregated retail exposure to one
counterpart should not exceed the absolute threshold limit of 5 crores.

The below claims have to be excluded from the Regulatory Retail Portfolio:
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(a) Exposures by way of investments in securities (such as bonds and equities), whether listed or

not;

(b) Mortgage Loans to the extent that they qualify for treatment as claims secured by residential
property 39 or claims secured by commercial real estate 40;

(c) Loans and Advances to bank’s own staff which are fully covered by superannuation benefits
and / or mortgage of flat/ house;

(d) Consumer Credit, including Personal Loans and credit card receivables;

(e) Capital Market Exposures;
(f) Venture Capital Funds.

1. Loans and advances to bank’s own staff which are fully covered by superannuation benefits
and/or mortgage of flat/ house will attract a 20 per cent risk weight.

2. Other loans and advances to bank’s own staff will be eligible for inclusion under regulatory
retail portfolio and will therefore attract a 75 per cent risk weight.

3. The deposits kept by banks with the CCPs, namely Clearing Corporation of India Limited
(CCIL), the risk weight will be 20 per cent and the deposits kept by banks with other CCPs, risk

weight will be according to the ratings assigned to these entities.

Past Dues

1. Risk Weight Application for unsecured portion of NPAs:

a.

The unsecured portion of NPA (other than a qualifying residential mortgage loan), net
of specific provisions (including partial write-offs), will be risk-weighted as follows:

(i) 150 per cent risk weight when specific provisions are less than 20 per cent of the
outstanding amount of the NPA

(i) 100 per cent risk weight when specific provisions are at least 20 per cent of the
outstanding amount of the NPA

(iif) 50 per cent risk weight when specific provisions are at least 50 per cent of the
outstanding amount of the NPA

In addition to the above, where a NPA is fully secured by the following forms of
collateral that are not recognized for credit risk mitigation purposes, either
independently or along with other eligible collateral a 100 per cent risk weight may
apply, net of specific provisions, when provisions reach 15 per cent of the outstanding
amount:

(i) Land and building which are valued by an expert valuer and where the valuation is
not more than three years old

(ii) Plant and machinery in good working condition at a value not higher than the
depreciated value as reflected in the audited balance sheet of the borrower,
which is not older than eighteen months.

For the purpose of computing the level of specific provisions in NPAs for deciding
the risk-weighting, all funded NPA exposures of a single counterparty (without
netting the value of the eligible collateral) is reckoned in the denominator.

For the purpose of defining the secured portion of the NPA, eligible collateral is the
same as recognized for credit risk mitigation purposes. Hence, other forms of
collateral like land, buildings, plant, machinery, current assets, and so on is reckoned
while computing the secured portion of NPAs for capital adequacy purposes.

2. Risk Weight Application for unsecured portion of NPAs which are Claims secured by
residential property:
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Claims secured by residential property which are NPA will be risk weighted as follows:

(i) 100 per cent risk weight when specific provisions are less than 20 per cent of the
outstanding amount of the NPA

(if) 75 per cent risk weight when specific provisions are at least 20 per cent of the
outstanding amount of the NPA and less than 50 per cent of the outstanding
amount of the NPA

(iii) 50 per cent risk weight when specific provisions are at least 50 per cent of the outstanding
amount of the NPA

Capital and Provisioning Requirements for Exposures to Entities with Unhedged Foreign
Currency Exposure

Overview

The unhedged foreign currency exposures are affected by the volatility in exchange rate movements. These
impact the capacity of the holders to fulfill their credit obligations towards the banks and hence result in
default losses and thereby affects the complete financial system.

To resolve this issue, the application has been updated with the changes suggested by the RBI. The changes
include provisioning and determining capital requirements due to Unhedged Foreign Currency Exposures
(UFCE).

Foreign Currency Exposure (FCE) refers to the gross sum of all items on the balance sheet that have impact
on profit and loss account due to the movement in foreign exchange rates. Financial hedges and Natural
hedges are recognized for the purpose of calculating unhedged foreign currency exposures. Financial hedge
is considered when the exposure is hedged using a derivative contract. Natural hedge occurs between 2
exposures when both of them have opposite cash flows in the same accounting year. Based on these criteria
of hedging, the unhedged foreign currency exposure is computed.

The RBI guidelines refer to the unhedged foreign currency exposure of the counterparties that the reporting
entity has an exposure to. For example, if bank A has an exposure to corporate B, where corporate B has
foreign exposures to its customers (say C and D), then if this exposure of B is not hedged, it will be called
as unhedged foreign currency exposures and will need to be reported by corporate B to Bank A. Bank A
will then consider this as UFCE of B for its risk weighting purposes and compute capital and provisions
accordingly.

The application assess the extent of possible loss that arise in case of volatility in the exchange rate to
compute the incremental capital requirements that need to be maintained by the bank for UFCE. This
possible loss is based on the annualized volatility of the USD-INR exchange rate. For the overseas
branches/subsidiaries of the bank, the local currency of that jurisdiction is substituted to INR. This
annualized volatility has been computed by taking the largest annual volatility as seen in the last 10 years’
historical data in adverse direction. This annualized volatility is provided by FEDAI (Foreign Exchange
Dealers’ Association of India) on instructions from RBI in due course of time on a daily basis and posted
on FEDAI’s website. The resulting annualized volatility is used to calculate the loss by multiplying with
UFCE amount declared by the counterparty entity.

After computing the loss figure, it is compared with the Earnings before Interest and Depreciation (EBID)
of the counterparty and expressed in percentage. Higher the percentage, higher the susceptibility of the
entity (counterparty) to adverse exchange rate movements. Therefore, all exposures to such entities
(whether in foreign currency or in INR), attract incremental capital and provisioning requirements.

UFCE is monitored on a monthly interval and the incremental capital requirements are computed at least
quarterly. The frequency of this calculation may increase depending on the volatility of USD-INR
exchange rate. For Incremental capital requirements, exposure amount that is used for the credit risk capital
requirements is used.

For new entities or projects under implementation where the EBID value is not available, the application
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calculates the incremental capital requirements based on projected average EBID for the three years from
the date of commencement of commercial operations.

The flowchart for UFCE process is provided below:

Non-Sec Process

Staging to
Fact Tables
Population

RW
Assignment

!

Likely Loss as
%age of EBID

ely Loss a
% of EBID >
75%7?

Exposure

Defaulted? Yes—| Default RW as the
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No

v

Update
N_UFCE_SUR
CHARGE by
0.25 (i.e. 25%)

A
Update RW = Pre
mitigation RW *
@+N_UFCE_SU
RCHARGE)

A

RWA
Calculation

Counterparty Credit Risk (CCR)

Over the Counter Derivative Products

The Basel committee has introduced Counterparty Credit Risk (CCR), wherein the counterparty can
default before the final settlement of a transaction. Unlike the firm’s exposure to credit risk arising
from a loan, CCR creates a bilateral risk of loss. Market value of the transaction can be positive or
negative for either parties in the transaction at different points in time, till the maturity or closure of
the transaction. This market value is dependent on the movement of the underlying risk factor. The
Basel committee has proposed Rules to calculate the EAD or exposure amount for the instrument
with CCR.
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NOTE: All OTC Derivatives and Repo products are part of the CCR computation. Also, all the trades with
Central Counterparty (CCP) are assigned a zero risk weight.
The application’s treatment for the instrument with CCR is divided into three categories:
. Exposure at Default (EAD)
. Risk Weighted Asset (RWA)
. Credit Risk Mitigation (CRM)
Process Flow for Over the Counter Derivatives — EAD Approach
. Exposure at Default (EAD)

A comprehensive explanation of the process flow is as follows:

EAD Approach

h 4

Current Exposure
Method Approach

W

OTC Exposure

|
v v

Non Netted Netted Exposure
Exposure (New record at
Netting Set Level)

h 4 h 4

Netting Set and Non
Netting Set OTC Exposure

The exposure amount which is subject to CCR is estimated by the current exposure method
approach as described in the RBI Basel 111 guidelines. The application calculates EAD with Current
Exposure Method as laid out in the RBI Basel 111 guidelines.

e  Current Exposure Method

The application calculates the EAD for two different sets of the records with a different
methodology -Netting Agreement Records and Non Netting Agreement Records.
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e OTC Exposure

For the calculation of EAD, the exposure amounts from the exposure table are moved to
a different table for OTC and REPO transactions. The application also creates a record
for each netting agreements in the data.

¢ Non Netted Exposure

To compute EAD for non netting records the application reads the following inputs:

0 Total replacement cost which is greater than Mark to Market value or zero for
all the contracts.

o An amount for potential future credit exposure is calculated based on the
notional amount and multiplied by the add-on factor based on the underlying
type in the contracts. The assignment of Add-on for different products is
represented in the following table:

Credit Conversion Factors (%)

Interest Rate Contracts Exchange Rate
Contracts and Gold

One year or less 0.50 2.00
Over one year to five 1.00 10.00
years

Over five years 3.00 15.00

The Rule: India - Non Sec Add-on Estimation assigns the add-on percent in the processing
Non Securitization table. Data is populated to Nettable Pool (FCT_NETTABLE_POOL)
table by T2T: NETTABLE_POOL_OTC _POPULATION_OTHERS

e Netted Exposure

To compute EAD for netting agreement records, the application reads the following
inputs:

0 Total replacement cost which is greater than Mark to Market value for all the
contracts.

o0 An amount for potential future credit exposure is calculated based on the
notional and multiplied by the add-on factor based on the following formula:

Anet = 0.4* Across + 0.6* NGR*Agross

The application creates records for netting agreement and then populates into the
OTC Exposure table. It selects all the records with the following attributes which are
similar to computing the netting agreement exposure:

0 Trades with Entity

o Customer

0 Product Level — All OTC trades
0 Netting Agreement
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0 Book Code: Trading or Banking
0 Long Settlement transaction Flag
0 GAAP Code
The following T2Ts are used to create and populate the OTC exposure table:
o0 NETTABLE_POOL_OTC_POPULATION
0 NET_POOL_EXPOSURE_CREATION

The add-on percent netting agreement is achieved by using the following
calculations:

0 Gross Current Exposure Calculation for OTC Derivatives
o0 Gross Potential Exposure Calculation for OTC Derivatives
0 Net Current Exposure Calculation for OTC Derivatives

0 Net Gross Ratio Calculation for OTC Derivatives

0 Net Potential Exposure Calculation for OTC Derivatives

Exposure at default for all instruments with CCR risk is calculated using the following
calculations:

0 Exposure Calculation for OTC Derivatives
The India - Equity OTC Derivative EAD Calculation rule is used for equity computation.
. Risk Weighted Asset (RWA) Approach

RWA calculation for the instruments which are subject to CCR risk is similar to RWA calculation
for other instruments.

. Credit Risk Mitigation (CRM) Approach

CRM calculation for the instruments which are subject to CCR risk is similar to CRM calculation
for other instruments.

Credit Risk Securities Financing Transactions (SFT)

Securities Financing Transactions (SFT) includes Repo Style transactions, Margin Lending, Security
Financing Borrowing, and so on. The SFT portfolio of a bank is included for capital charge calculations as
per standardized, Approach for India. The application takes the notional amount as the EAD amount.

The SFT EAD calculation follows the Collateral Haircut Approach methodology.

e Forall SFT contracts which have a mitigant mapped to it, the application computes CRM based
on the RWA approach undertaken by the bank. For standardized approach, a risk weight is
applied for all eligible mitigants based on mitigant value post haircut adjustment.

Process Flow for Credit Risk Securities Financing Transactions

SFT EAD is computed in the sub process SFT Exposures RWA - Collateral Haircut Approach.
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SFT Underlying Data Population

v

Volatility Haircut Assignment for SFT Underlying

¥

Pre-Mitigation Post Volatility Haircut EAD Amount
Calculationfor Exposures

v

Nettable Pool Data Population

¥

Pre-Mitigation RiskWeighted Assets Unexpected Loss
Calculationfor the Pool

e A comprehensive explanation of the process flow is as follows:

° SFT Underlying Data Population:

The two data elements present in SFT transactions are as follows:

Firstly, the parent transaction is captured and second the underlying information, on which
the parent transaction is built, is captured separately with a data identifier
(STG_UNDERLYING EXPOSURES.V_UNDERLYING_DATA_IDENTIFIER) as
REPO for Repo transaction or MLT for Margin Lending Transaction. Additionally, the
underlying data captures parent identifier code against each of the records
(V_Parent_exposure_ID). For multiple underlying data for a single parent, the unique
parent identifier code is repeated across the underlying data.

Haircut Assignment for SFT Underlying:

This is computed by the following Rules:
0 Basel Product Type Levell for SFT - Comprehensive Method
Non Sec Basel Methodology Assignment for SFT Comprehensive Method — STD
FCT_SFT_UNDERLYING_DATA_POPULATION
Del_NonSec_SFT_Undrly
Forex Haircut for SFT Underlying
0 Non Sec Pre-Netting EAD Calculation for SFT

© O o o

. Pre-Mitigation Post Volatility Haircut EAD Amount Calculation for Exposures:

For SFT transaction, the application calculates EAD for the parent exposure, based on the
underlying information. The underlying exposures  are processed in
FCT_SFT_UNDERLYING table and then the EAD computed is moved to parent record in
FCT_NON_SEC_EXPOSURES. Each underlying exposure is assigned a volatility haircut,
if the underlying exposures are financial instruments. FOREX haircut is applied if the
underlying and the parent contract are in different currency. Each SFT underlying exposure
adjusted for haircut (EAD + haircut value) is added as EAD to the parent contract (Pre
mitigation, post volatility haircut EAD).
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° Nettable Pool Data Population:

The application nets SFT contracts based on the same customer, common netting agreement
identifier, transaction of Repo, Re-Repo or Margin Lending, Trading or Banking book, and so
on. Margin lending transaction being SFT also follows the same EAD calculation
methodology; however Repo or Reverse Repo and margin lending are not netted together. The
EAD computations as above are taken from FCT_NON_SEC EXPOSURES to
FCT_NETTABLE_POOL after netting them based on the same netting agreement code.

) Pre-Mitigation Risk Weighted Assets Calculation for the Pool:

Pre-Mitigation Risk Weighted Assets are calculated for the pool as EAD, netted as above,
multiplied by the risk weight.

° Unsettled Transactions:

Calculation of exposure for Delivery versus Payment (DvP) and Non DvP transactions is done
by subtracting the mark-to-market value from contract amount (for DvP transactions) and
assigning the mark-to-market value (for non-DvP transactions). This is done using the rule:
“India - Non Sec Pre-Mitigation EAD Amount for unsettled Transaction”.

For DvP Transactions — If the payments have not yet taken place five business days after the
settlement date, banks are required to calculate a capital charge by multiplying the positive current
exposure of the transaction by the appropriate factor as under:

Number of working days Corresponding
after the agreed settlement | risk multiplier
date (in per cent)
From 5to 15 9
From 16 to 30 50
From 31 to 45 75
46 or more 100

For non-DvP transactions (free deliveries) after the first contractual payment / delivery leg, the
bank that has made the payment treats its exposure as a loan if the second leg has not received by
the end of the business day. If the dates when two payment legs are made are the same according to
the time zones where each payment is made, it is deemed that they are settled on the same day. For
example, if a bank in Tokyo transfers Yen on day X (Japan Standard Time) and receives
corresponding US Dollar via CHIPS on day X (US Eastern Standard Time), the settlement is
deemed to take place on the same value date. Banks computes the capital requirement using the
counterparty risk weights prescribed in these guidelines. However, if five business days after the
second contractual payment / delivery date the second leg has not yet effectively taken place, the
bank that has made the first payment leg will receive a risk weight of 1111% on the full amount of
the value transferred plus replacement cost, if any. This treatment applies until the second payment
/ delivery leg is effectively made.

CRM

e  Allocation of Mitigants to Exposures:

This process loads the mitigant mapping data from the stage table to its corresponding
processing tables. Mitigants are allocated to the respective exposures that they are covering.
The application defines how much of the bank's exposure the mitigant is covering.
Shareholding percent is applied to the mitigant amounts. The application has a pre-built
optimizer for optimum allocation of mitigants to the exposures for credit risk mitigation
purposes. One-to-One, Many-to-One, and Many-to-Many mapping of mitigants are handled in
an efficient manner, involving storage of intermediate computations for traceability.
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All mitigants which are eligible and mapped to an exposure are then populated to a table
where each exposure is broken down by mitigant type.

The application uses linear programming logic to allocate the mitigants to the exposures.
Pooling identifies the exposure and mitigant data from sub exposures table. Exposure
identifier and mitigant identifier are the attributes on which pooling is performed. It assigns
the pool id for each exposure-mitigant combination. Based on these pool ids, optimizer task
allocates covered factor to exposures. Optimizer does the optimum allocation of mitigants to
exposures.

CRM Treatment to Collateral — Collateral Haircut Approach

Collateral Haircut approach is applicable when the financial collateral is for an eligible margin
loan, repo-style transaction, collateralized derivative contract, or single-product netting
agreement of such transactions and of any collateral that secures certain repo-style transaction
that is included in VaR-based measure. Bank can use either Standard Supervisory haircut or own
estimate.

All the conditions and the values related to Collateral Haircut approach (Comprehensive
approach) is the same as in India approach, that is:

e  Calculation of exposure amount as max {0, [(XE - £C) + X(Es x Hs) + Z(Efx x Hfx)]}

e Apply Standard Supervisory volatility haircuts based on Residual Maturity, (Sovereign /
Non Sovereign Issuers Risk Weight)

o Currency Mismatch Haircut
0 Adjustments to Supervisory Haircut
The following is the method for assigning volatility haircut.Supervisory Haircut

For supervisory haircut method, the application assigns volatility haircut based on issuers,
issuer’s ratings, mitigants residual maturity, and type of mitigant, as recommended by the RBI
RBI Basel Il guidelines. For Own Estimate method, the application considers the Basel
transaction type of the exposure. Basel transaction types are stored in the Basel transaction
type dimension (DIM_BASEL_TRANSACTION_TYPE) table. The various transaction
types available are capital market driven, repo style, and secured lending. The volatility
haircut is assigned as per the Basel accord. The FOREX haircut is also assigned based on
these transaction types as per Basel accord.

Only eligible mitigants are considered for haircut assignment. Haircuts mentioned in the Basel
Accord assume a holding period for 10 days. However, if the holding period for mitigants is
more than 10 days, then the application scales up the haircut value to reflect the correct value
as per the holding period.

Maturity Mismatch

If there is a Maturity Mismatch between mitigant and exposure, then such mitigant is eligible
only if its original maturity is greater than or equal to one year and its residual maturity is greater
than three months. A maturity mismatch occurs when the residual maturity of a credit derivative
or guarantee is less than that of the hedged exposure(s).

Hence, Mitigant Eligibility = Y’ for the case of maturity mismatch only if, original maturity is
more than or equal to a year and residual maturity is greater than 3 Months.

A rule “Exposure Mitigant Maturity Mismatch identification” is used to identify if maturity
mismatch has occurred between credit derivative or guarantee and the mapped exposure.

A Maturity Mismatch flag is used to hold the maturity mismatch indication.
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Subsequently, the existing rule “Mitigants Eligibilty Based on Maturity Mismatch” is used for

eligibility purpose. However, it is executed based upon maturity mismatch.

Hence, Maturity mismatch = “Y” if, the residual maturity of mitigant is less than or equal to 3

months.

Key Data Elements

Key data elements are listed in this section. For a complete list of tables and columns to
be updated refer to the Download Specifications document.

For Mitigants

e Re-securitized exposures Mitigant — The mitigants belonging to re-securitized exposures
will have “Y” value in this field. The application will mark them as ineligible mitigants.

e  Securitized exposures Mitigant — The mitigants belonging to securitized exposures will
have “Y” value in this field. The application will assign different volatility haircuts for

these, depending on the current ratings and the residual maturity.

For Ratings

. Current Rating for the Guarantees and Credit derivatives issued to Non-Securitized

Exposures.

. Current Rating and Original Rating for the guarantees and credit derivatives issued to

Securitized Exposures.

Post CRM

Pre - mitigation EAD is split into post mitigation EAD for covered portion (mitigant's
EAD - portion of exposure that is covered by mitigant) and uncovered portion (portion of
the exposure that is not covered by mitigant). For multiple mitigants covering one
exposure, there is more than one record for covered portion of that exposure. Thus, each
exposure is divided into sub-exposures. Post mitigation RWA Unexpected Loss (post
CRM RWA UL) is calculated as the product of sub exposure amount and applicable Risk
Weight. For covered portion, RW applicable will be as per mitigant assigned, for
example, RW applicable to eligible guarantor. For uncovered portion, RW of exposures
will continue to be applied. Sub-exposure amount are, then, aggregated to exposure level.

Credit Valuation Adjustment

Basel committee has introduced a Credit Valuation Adjustment (CVA) capital charge, which is added to
default risk capital charge to arrive at the new Counterparty Credit Risk (CCR) capital charge. The mark to
market counterparty credit losses or the spread migration risk is captured with CVA, which were not
directly capitalized before. CVA is the difference between the risk-free portfolio value and the true
portfolio value that takes into account the possibility of the counterparty’s default. In other words, CVA is
the market value of counterparty credit risk.

The application calculates CVA Charge for OTC derivatives of the bank using standardized approach using

RBI guidelines.

1. CVA weight Assignment: As per the existing RBI Basel 111 guidelines all the unrated exposure was
assigned 10% weight whereas per RBI guidelines the unrated counterparties are assigned a weight of
3%.Except when counterparty is scheduled bank, the weights are assigned based on the rating in
accordance to the rating below.
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Ratings Wi
AAA 0.7%
AA 0.7%
A 0.8%
BBB 1.0%
BB 2.0%
B and unrated 3.0%
CCC 10.0%

Wi is the weight applicable to counterparty “i’. Weight is assigned to a counterparty based on
its external rating.

Rule is created to assign weight to unrated schedule bank with the above table.

Wi for unrated scheduled commercial banks will be derived based on CET1+CCB ratio of

the bank.
CET1+CCB of Bank Ratings Wi
Applicable Min CET1+CCB>100% | AAA/AA 0.70%
Applicable Min CET1+CCB | A 0.80%
between 75% and 100%
Applicable Min CET1+CCB | BBB 1%
between 50% and 75%
Applicable Min CET1+CCB | BB 2%
between 0% and 50%
CET1 less than applicable minimum | CCC 10%

2. RBI allows banks to adjust the Outstanding EAD which is used to calculate the CVA Charge.
Reduction of Outstanding EAD after mitigation is allowed to extent of Incurred CVA Loss by the
bank. Example is shown in the below table.

3. DVA amount is expected at GL level or at transaction level. Application expects you to provide
data either at transactions level or GL level. If you provide data at GL level, then you need to
mandatorily select deduction from capital as the option from Run management. Option to deduct
or adjust with outstanding EAD is available, only when you provide data at transaction level.
Following are the instances:

a. For deduction from capital when you provide data at GL level.

b. For deduction from capital when the data is provided at transaction level. The Rule needs to
sum the total DVA amount from all the transactions and update against the capital head
created.

c. For deduction from capital if you provide data at GL Level and transaction level,
application will by default use the GL level data, Since GL data is audited data.
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d. For adjustment to outstanding EAD amount, the following table provides the details
regarding the adjustment for the outstanding exposure (Uncovered EAD).

e. Adjustment to each uncovered EAD needs to be done before adjusting the uncovered EAD
with Maturity and discount factor adjustment done for exposure related to CVA.

Example of EAD, Incurred CVA and DVA Adjustment:.

DVA at GL Level - EAD DVA at transaction level - EAD after
Uncovered EAD Incurred CVA DVA after Incurred CVA Incurred CVA and DVA
100 30 10 70 80

Assumptions

CVA hedge should be identified by the clients separately. Only single name CDS and Index Hedge are
eligible for CVA. The Basel Regulatory Capital application handles the index position in the following

manner;
e Both index position marked to the level of counterparty or not marked to the level of
counterparty is handled by the application.

e Effective index hedge amount is considered in the CVA charge calculation at portfolio level
without considering whether it is marked to the counterparty or not.

e If the index position is marked to the counterparty, then index hedge amount is considered
while allocating total CVVA charge to the counterparty CVA Charge, while using Standardized

Approach.

Data Expectation
e Incurred CVA loss is captured in the column for the product processor. Column Name:

n_incurred_cva_amount.
e DVA Amount is captured in column for all product processor.

Simple CVA Approach

The application calculates CVA capital charge at portfolio level using the following formula as
specified by RBI Basel 111 guidelines:

il

K., =233x \/ { Z 0.5 xw, x (Mr XEAD ™ — M ** x B, )— Z w,, XM, % B,.J,JJ + A

Where:

A=Y0.75xw; x(M, xEAD" — M}**xB,}
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. CDS Spread Population and Index Composition Population:

Pre-processed data for CVA is required to be populated only once for a particular execution
date. The process CVA DATA POPULATION in the Run- Staging Data Population -
INDIA Credit Value Adjustment is responsible for populating pre-processed data for CVA.

. CVA Hedge Data Population

Mitigants data marked as CVA hedge is populated as a part of the CVA hedge data
population. The application loads all the single name CDS hedge and index hedge data. The
hedge data marked as CVA does not flow in the application during the CCR process. Tables
are not added for hedge records; however a few columns are added to the existing table to
capture CVA specific data. CVA specific data is present in the following tables:

Fact Mitigants (F_CVA HEDGE): Identifier for CVA hedge records by which the
application identifies it as CVA hedge.
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Stage Mitigants (V_REF_ENTITY_PARTY_ID): This field captures the counterparty of
the hedge transaction.

N_CDS_INDEX_AVG_SPREAD: Average traded CDS Index Spread which is required for
assignment of weight to the index.

. Counterparty Level Exposure Population

The application expects the uncovered EAD at netting agreement level or at trade level. This
is available as an output of Current Exposure Method (CEM). If more than one netting
agreement is available, then the exposures are summed at counterparty level. These
aggregated data is stored in FCT_REG_COUNTERPARTY_CVA table using
COUNTERPARTY_EXPOSURE_POPULATIO T2T.

Maturity adjustment discount factor is computed at netting agreement level or for each
netting agreement using the formula 1- exp(-0.05*M;)/ (0.05*M).

Maturity is the notional weighted maturity at netting agreement level. The application sums
the data for exposure at counterparty level. If more than one netting agreement is available,
the exposures are discounted and then summed at counterparty level. Weight Assignment is
done based on the Counterparty PD as specified in the following table. Data is aggregated at
counterparty level and stored in separate counterparty table.

Ratings Wi
AAA 0.7%
AA 0.7%
A 0.8%
BBB 1.0%
BB 2.0%
B and unrated 3.0%
CcccC 10.0%

Wi is the weight applicable to counterparty “i’. Weight is assigned to a counterparty based on
its external rating.

Rule is created to assign weight to unrated schedule bank with the above table.

Wi for unrated scheduled commercial banks will be derived based on CET1+CCB ratio of

the bank.
CET1+CCB of Bank Ratings Wi
Applicable Min CET1+CCB>100% | AAA/AA 0.70%
Applicable Min CET1+CCB | A 0.80%
between 75% and 100%
Applicable Min CET1+CCB | BBB 1%
between 50% and 75%
Applicable Min CET1+CCB | BB 2%
between 0% and 50%
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CET1 less than applicable minimum | CCC 10%

¢ |Index Decomposition Required

You can select index decomposition from the Run Management screen. Index decomposition
option, creates single name CDS hedge positions for the counterparties which are part of the
CDS Index and also have exposures. Index hedge amount is adjusted by the same amount for
which the single name CDS hedge is created, so as to get maximum benefit from hedging.
Maturity of the single name CDS hedge is considered same as the maturity of index.

¢ Index Weight Assignment

For index weight assignment, index composition and counterparty probability of default is
expected as a download in the application. Weight for the index is the sum of all counterparty
weights multiplied by the weight of the counterparty in the index.

NOTE: The risk weight cannot be different for counterparty irrespective of the number of
different transaction with the counterparty.

e CVA Hedge Calculations

After population of hedge data and creation of single name CDS hedge from index, the
application sums the notional to counterparty level and populates in the CVA specific table.
Maturity adjustment discount factor is computed by using the formula (1-exp (-0.05*
Mihedge))/ (0.05* Mihedge). If more than one CDS Contract is available for the counterparty,
then the above amount is summed at counterparty level. Index hedge notional amount is
computed after subtracting the notional of all single name CDS hedge created by the
decomposition process from index notional. Maturity adjustment discount factor for index
position is computed using the formula (1-exp (-0.05* Mind)) / (0.05* Mind). If more than
one index hedge is available, then the index hedge amount is summed up. All the above data
required for CVA calculation is populated from mitigants data to CVA specific table. The data
is summed for each counterparty and stored.

e Portfolio Level CVA Calculation

Portfolio Level CVA Charge is calculated as per the following formula:

[
o 2

— I 2

K=233h- ,UL‘ 05w, (M. -EADP® —pP*B )~ w,, M,, B,, | +0.75 w? (M. EADF® — Mg, }
T LW ;T

The CVA charge calculated at portfolio level is populated in the

FCT_REG_CVA SUMMARY table. Single Name CDS Hedge component for CVA at

portfolio level is calculated and the summary table is populated using

CVA_SUMMARY_POPULATION T2T.

. Counterparty Level CVA Calculation

CVA Capital Charge at counterparty level is allocated using the following formula:
CVA at Counterparty = Total CVA at Portfolio *Wcvai

Wevai = Absolute [0.5¥W; *(Mi * EADitotal - Mitedge * Bi) - 31 4i(Wing * Ming * Bina )1/
InAbsolute[0.5¥Wi * (Mi * EADitotal - Mihedse * By) - i1 4i(Wing * Ming * Bina )]
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Securitization

Securitized exposures are exposures which are issued out of a pool of underlying exposures for the transfer
of risk. Re-securitized exposures are the exposures which are issued out of a pool of underlying exposures
which constitutes non-securitized exposures as well as some portion of securitized exposures. The
application is capable of handling both securitized exposures as well as re-securitized exposures. It also
handles the calculation for the originator as well as the investor bank roles. At a broad level, there are two
categories of Investors:

e  AnInvesting Bank who has invested heavily in securitization:
These investors are prepared to provide the entire details of the securitization transaction

To cater to these investor needs, the entire pool, entire or invested tranche details, and the invested
exposures information are required to be provided by the bank. This information is captured in the pool,
tranche, and exposures table.

e  An Investing Bank who has invested minimal in securitization:

These investors are prepared to provide the necessary inputs required for the calculation of the capital
charge pertaining to their invested exposure.

To cater to these investor needs, the invested exposures information is required to be provided as an input
by the bank. A few pool and tranche attributes required for the computation are also to be provided as an
input by the bank in the Stage Securitization Exposures Table (STG_SEC_EXPOSURES).

The RBI Basel 111 guidelines specify Standardized approach for the calculation of the capital charge for the
Securitization exposures.

In some computations, the calculations pertaining to the underlying exposures of the securitization
transaction are required. This is computed before processing the Securitization exposures.

Process Flow

The process flow for standardized approach of Securitization exposures are as follows:
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‘ Sec Data Population ‘

v

‘ Mitigant Data Population ‘

v

‘ Sec Exposure Mitigant Mapping ‘

v

Credit Rating Processing

|

‘ Sec Reclassification ‘

v

‘ Mitigant Reclassification ‘

v

‘ Excess Seller Interest Assignment ‘

v

‘ Underwriting Exposures Treatment ‘

v

‘ Credit Conversion Factor Assignment ‘

v

‘ Pre Mitigant EAD Calculations ‘

v

Risk Weighted Securitization Exposures

|

‘ Implicit Support ‘

v

‘ Pre CRM RWA ‘

|

‘ CRM ‘

|

‘ Post CRM RWA ‘

The only change in the computation of the Securitization - Standardized Approach process, in the RBI
Basel 111 processing of the current release of the application is in the Sec Pre-CRM Computation Process.
Under this process, for Sec Deduction Process, the exposures which are lower than the investment grade
and the unrated exposures are risk weighted at 1111%.

. Sec data Population, Mitigant Data Population and Sec Exposure Mitigant mapping:

The data pertaining to the pool, tranche, exposures are populated from the staging tables to the
processing tables. The underlying exposures data are captured in the respective product processor
tables (and for these information, the process pertaining to the non-securitization exposures is
followed). In the case of Reporting Bank providing only the exposure level information, the
application expects few pool level and tranche level parameters which are required for further
processing, to be provided in the Exposures table. The mitigants data are populated from the staging
table to the processing table. The exposures which are mapped to the mitigants are captured and this is
also populated from the staging table to the processing table. Securitization Data Population has been
handled in the Process SEC_DATA_POPULATION. Mitigant data population has been handled in
the Process IND_BASELIII_MITIGANT_DATA_POPULATION and Exposure Mitigant
Mapping Population has been handled in the Process SEC_EXP_MITIGANT_MAPPING_POP.
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. Credit Rating Processing:

All the rating information of the exposures and the mitigants are populated from the staging tables to
the processing tables. The exposure and the tranche rating information are captured in the account
rating tables and the mitigants rating information are captured in the instrument rating details. This is
handled in the IND_BASELIII_CREDIT_RATING_PROCESSING process.

e SEC_RECLASSIFICATION and MITIGANT RECLASSIFICATION: The application uses the
standardized data for all kinds of calculation (Product type like Eligible Liquidity Facility, Bank Role
like Originator, Pool Type like Receivables-corporate pool). Before any calculation the application
reclassifies the Bank specific data to standard data, similar to the Basel accord terms. It reclassifies
the Bank role to the standard Bank Role of an Originator or Investor. Any other bank roles like
Sponsor, Credit Protection Provider and so on, will be reclassified into Originator, Investor and so on
respectively. The application also reclassifies the Pool Type to the standard Pool Type like Credit
Cards Receivable Pool, Auto Loans and so on. It also reclassifies the Product type to the Standard
Product type like Eligible Liquidity Facility and so on.

In the case of mitigants also, the application reclassifies the mitigant type to the standard Mitigant
type like the debt securities, credit derivative, cash and so on. It also reclassifies the Mitigant Issuer
type to the standard Mitigant Issuer type like Banks, Corporate and so on. The reclassification tasks
are present in Sec reclassification and Mitigant reclassification sub process. The application assigns
‘Sec - Standardized Approach’ in the Sec Reclassification Sub Process. This is done for approach
selection.

. Excess Sellers Interest Assignment

Transfer of significant credit risk associated with the securitized exposures to the third parties is
required for recognition of risk transfer for a securitization originator. The total exposure of banks to
the loans securitized in the following forms does not exceed 20% of the total securitized instruments
issued:

e Investments in equity / subordinate / senior tranches of securities issued by the SPV
including through underwriting commitments.

e Credit enhancements including cash and other forms of collaterals including over-
collateralization, but excluding the credit enhancing interest only strip.

e Liquidity support.

If a bank exceeds the above limit, the excess amount would be risk weighted at 1111%.

All retained exposures, credit enhancements and liquidity facilities identified based on the
product type are aggregated for each pool. The aggregate is compared with the Initial Pool
Exposure Amount (n_initial_pool_exposure_amount) available at Pool level. If the aggregate
amount of exposures exceeds 20% of pool amount then all these exposures are split into two
legs. First leg will capture the below 20% threshold limit amount and will be risk weighted as
per the rating of the exposure. Second leg will capture the above 20% threshold limit amount
and will be risk weighted at 1111%. The second leg will be identified via attribute ‘Excess
Seller Interest Flag’ being set as "Y'

. Underwriting Exposure Treatment

The holding of securities devolved on the originator through underwriting is sold to third parties
within three-month period following the acquisition. In case of failure to off-load within the stipulated
time limit, any holding in excess of 20% of the original amount of issue, including secondary market
purchases, receives a risk weight of 1111%.

Investments in securities devolved on the originator through underwriting are identified based on
attribute *Underwriting Investments Flag’ captured at Securitization Exposures level.
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The aggregate amount of all exposures where Underwriting Investments Flag is "Y' and where the
holding is less than 3 months is compared with the Initial Pool Exposure Amount
(n_initial_pool_exposure_amount) available at Pool level. If the aggregate amount of exposures
exceeds 20% of pool amount then all these exposures are split into two legs. First leg will capture the
below 20% threshold limit amount and will be risk weighted as per the rating of the exposure. Second
leg will capture the above 20% threshold limit amount and will be risk weighted at 1111%. The
second leg will be identified via attribute ‘Underwriting Exposure Above Threshold Limit Flag’ being
setas'Y".

NOTE: The below 20% threshold limit leg of exposures in underwriting investments is risk weighted
based on the external rating of the security and not applied a risk weight of 100% as directed in
previous RBI circular on securitisation to support RCA3 reporting requirements. Currently RCA3
reporting template only allow risk weighting of all exposures only based on external ratings.

. Credit Conversion factor (CCF) Assignment

Banks calculate the risk weighted amount of a rated off-balance sheet securitization exposure by
multiplying the credit equivalent amount of the exposure by the applicable risk weight. The credit
equivalent amount is arrived at, by multiplying the principal amount of the exposure (after deduction
of specific provisions) with a 100% CCF for all such transactions except the undrawn portion of an
unrated eligible liquidity facility which attracts a CCF of 50%.

If the off-balance sheet exposure is unrated then it is deducted from capital, except an unrated eligible
liquidity facility.

The drawn and undrawn portions of an unrated eligible liquidity facility attracts a risk weight equal to
the highest risk weight assigned to any of the underlying individual exposures covered by this facility.

All unrated ineligible liquidity facilities, both the drawn and undrawn portions receive a risk weight of
1111%. The undrawn portion of an unrated ineligible liquidity facility attracts a credit conversion
factor of 100%.

e  Pre Mitigant EAD calculation

All off-balance sheet exposures, except an unrated eligible liquidity facility which attracts a CCF of
100%. An unrated eligible liquidity facility attracts a CCF of 50%.

The EAD logic first nets off any available specific provisions with the drawn amount and any excess
provision amount are netted off against the undrawn limit amount. The final undrawn amount net of
specific provisions is multiplied by the CCF to determine the EAD. This EAD is subsequently
multiplied with the associated RW of exposure to arrive at the RWA amount.

A rule ‘IND Basel 11l Sec Pre-Mitigation EAD Amount - STD’ used to compute EAD for
securitization exposures is added. A BP is added as a target BP, and is mapped in this rule. The BP
first nets off any available specific provisions with the drawn amount and any excess provision
amount are netted off against the undrawn commitment amount. The final undrawn amount net of
specific provisions is multiplied by the CCF to determine the EAD.

. Application of External Ratings

A bank applies external credit assessments from eligible external credit rating agencies
consistently across a given type of securitization exposure. Furthermore, a bank cannot use the
credit assessments issued by one external credit rating agency for one or more tranches and those
of another external credit rating agency for other positions (whether retained or purchased) within
the same securitization structure that may or may not be rated by the first external credit rating
agency. Where, two or more eligible external credit rating agencies are used. These assess the
credit risk of the same securitization exposure differently. The following is applicable:
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1. Ifthere is only one rating by a chosen credit rating agency for a particular claim, that
rating is used to determine the risk weight of the claim.

2. If there are two ratings accorded by chosen credit rating agencies that map into different
risk weights, the higher risk weight is applied.

3. If there are three or more ratings accorded by chosen credit rating agencies with different
risk weights, the ratings corresponding to the two lowest risk weights is referred to and the
higher of those two risk weights is applied. That is, the second lowest risk weight.

For banks that invest in securitization transactions, that is, securities issued under a Securitization
program and also provide credit protections to the same securitization program, all investment
securities need to be considered as unrated for the purpose of risk weighting. For example, if a
bank buys an ABS / MBS where it provides an unfunded securitization exposure extended to the
securitization programmed (for example, liquidity facility or credit enhancement), and that
exposure plays a role in determining the credit assessment on the securitized assets/various
tranches of the ABS/MBS, the bank treat the securitized assets/various tranches of the ABS/MBS
as if these were not rated.

o  Risk Weighted Securitization Exposures

Banks calculate the risk weighted amount of an on-balance sheet securitization exposure by
multiplying the principal amount (after deduction of specific provisions) of the exposures by the
applicable risk weight. The risk-weighted asset amount of a securitization exposure is computed by
multiplying the amount of the exposure by the appropriate risk weight determined in accordance with
issue specific rating assigned to those exposures by the chosen external credit rating agencies as
indicated in the following table:

Securitisation Exposures — Risk Weight Mapping to Long-Term Ratings

B and
Domestic rating agencies AAA | AA A BBB BB below or
unrated
Risk wmgh_t f_c;r banks other 20 30 50 100 350 111
than originators (%)
Risk weight for originator (%) | 20 30 50 100 1111

The risk-weighted asset amount of a securitization exposure in respect of MBS backed by commercial
real estate exposure is computed by multiplying the amount of the exposure by the appropriate risk
weight determined in accordance with issue specific rating assigned to those exposures by the chosen
external credit rating agencies as indicated in the following table:

Commercial Real Estate Securitisation Exposures — Risk Weight mapping
to long-term ratings

Domes_tic Rating AAA AA A BBB BE B and below or
Agencies unrated
Risk weight for

banks other than 100 100 100 150 400 1111
originators (%)

Risk weight for

originator (%) 100 100 100 150 1111

Credit enhancements which are first loss positions are risk weighted at 1111%.
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If an originating bank fails to meet the requirement laid down for Originating banks under the RBI
Revised Securitization guidelines, it needs to maintain capital for the securitized assets/ assets sold as
if these were not securitized/ sold. This capital is in addition to the capital which the bank is required
to maintain on its other existing exposures to the securitization transaction. For exposures part of the
pool where the attribute ‘Originator Prudential Requirement Met Flag’ is ‘N’ are considered as
exposures where the Originator does not satisfy the regulatory conditions as defined by RBI such as
minimum retention requirement (MRR), minimum holding period (MHP), upfront profit booking etc
and are risk weighted at 1111%.

The investing banks assigns a risk weight of 1111% to the exposures relating to securitization/ or
assignment where the requirements for investing banks under the RBI Revised Securitization
guidelines are not met. For exposures where the attribute ‘Risk profile due diligence met indicator’
is ‘N’ are considered as investments where the bank not satisfy the regulatory conditions as defined
by RBI such as Due diligence requirements, disclosure requirements etc and are risk weighted at
1111%.

NOTE: The amortization of cash profit arising out of securitization transaction required to be done at
the end of every financial year is expected to be handled as part of source systems and the exposure
level amount received from source to OFSAA must be post such amortization.

Re-Securitization Exposures

Banks in India including their overseas branches are not permitted to assume exposures relating
to Re-securitization, as defined in RBI Revised Securitization Guidelines. However, some of the
Indian banks have invested in CDOs and other similar securitization exposures through their
overseas branches before issuance of revised circular. Some of these exposures may be in the
nature of re-securitization. For such exposures, the risk weights are assigned as shown in the
following table:

Re-securitisation Exposures — Risk Weight Mapping to Long-Term Ratings

Domestic rating agencies | AAA | AA A BEB BB B and below
or unrated
Risk we|gh_t for banks;_other 40 60 100 200 650 1111
than originators (%)
Risk weight for originator (%) 40 60 100 200 1111

Commercial Real Estate Re-Securitisation Exposures — Risk Weight
Mapping to Long-Term Ratings

. . . BB and below or
Domestic rating agencies | AAA | AA A BBB unrated
Risk we|gh_l f_or banks.’other 200 | 200 200 400 111

than originators (%)
Risk weight for originator (%) | 200 | 200 200 400 1111

o Implicit Support

The Originator is not permitted to provide any implicit support to investors in a securitization
transaction. When a bank is deemed to have provided implicit support to a securitization, it must hold
capital against all of the exposures associated with the securitization transaction as if they had not
been securitized.

Where a securitization transaction contains a clean-up call and the clean up call can be exercised by
the originator in circumstances where exercise of the clean up call effectively provides credit
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enhancement, the clean up call shall be treated as implicit support and the concerned securitization
transaction will attract the above prescriptions.

An instance where the Originator is deemed to have provided implicit support is identified where the
existing attribute Implicit Support Indicator (f_implicit_support_ind) is sourced as Y at the
Securitisation Pool level. A process ‘Implicit Support Treatment’ is added to handle the implicit
support treatment. This process consists of a rule ‘IND Basel 111 Implicit Support Underlying
Exposures Capital Assignment’ which is used to set the existing flag Securitised Flag
(f_securitized_flag) in Fact Non Sec Exposures as N for all the underlying exposures as part of the
pool where implicit support is available. Once the underlying exposures are marked as non-securitized
they start getting reported and included as part of capital computation process.

Where a securitisation transaction contains a clean-up call, and the clean up call is exercised by the
originator in circumstances where exercise of the clean up call effectively provides credit
enhancement, the implicit flag (if not already Y) is updated as Y and then the above treatment to
include the underlying exposures under capital computation will follow. For this purpose a rule ‘IND
Basel 111 Implicit Support Flag Assignment for Clean Up Calls’ is added to update the Implicit
Support flag as Y whenever a clean up call is not eligible. The attribute CleanUp Call Option
Indicator (f_cleanup_call_option_ind) is used to identify the scenarios where an eligible clean up call
is available.

. Sec_STD Pre CRM Computations: The application calculates the Pre-CRM RWA for the exposures
by multiplying the Pre-CRM EAD with the Risk Weight of the exposures. This is handled in the Sec
STD Pre CRM Computations sub process. The exposures which are below investment grade and the
unrated exposures are deducted from the capital. This is handled in the Sec Deduction sub process.

0 Risk Weight Assignment: The application assigns the risk weight to the exposures based on
the external rating assigned to the exposures. If the exposures have internal ratings assigned,
the application treats the exposures as unrated. Initially the risk weight assigned to each of
the ratings is assigned and then the multiple assessments is applied by the application. In the
case of multiple ratings assigned to the exposures, the application applies the multiple
assessments and assigns the ratings which are the worst of the best two ratings.

Then, the application updates the rating after multiple assessments and the corresponding
risk weight to the exposures. In the case of securitization and resecuritization exposures, the
risk weights assignment are different from the non-securitization exposures. The application
assigns the risk weights based on the Bank role, whether the exposure is an exposure issued
out of a Securitization or Resecuritization pool and then the external ratings assigned to the
exposures. In case of unrated exposures, the application applies the look through approach
and assigns the weighted average risk weight of the underlying exposures.

The application also handles other securitization exposures like the Eligible Liquidity
Facility, Credit Enhancements which are first loss positions and so on. Risk weights
corresponding to the external ratings are assigned in the entity Securitization Risk Weight
Map Master (FSI_SEC_ RW_MAP_MASTER) and the final applicable risk weight is
updated in Securitization Exposures after the multiple assessments of the ratings.

o0 Pre-CRM EAD Computation: The application assigns the credit conversion factor (CCF) to
the off-balance sheet items as specified by the RBI Basel Ill guidelines. The CCF
percentages are assigned based on the Bank Role (this is applicable only for the Originator
Bank Role), the Product Type (like the Eligible Liquidity Facility) and the applicable ratings.
Then, the application computes the Pre-Mitigation EAD. This is computed based on the
Bank role and the Product type. The application calculates the EAD for the Investors and the
Originators separately based on the calculations given in the RBI Basel 111 guidelines.

. Sec CRM Process: Mitigant Eligibility, Mitigant Risk Weight, Haircut Assignment and Allocation of
Mitigants to Exposures are handled in either of Mitigant Eligibility and Volatility Haircut assignment
sub process or within the Sec CRM sub-process.
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o0 Mitigant Eligibility: The application identifies the eligible mitigants based on the criteria as
mentioned by the RBI Basel Il guidelines. It identifies the following mitigants in the case of
securitized exposures — Collateral, Guarantees and Credit Derivatives. The application is
capable of using the Simple Approach as well as the Comprehensive Approach for the
mitigants which are part of the collateral. This is similar to the mitigant eligibility of the non-
securitization process.

The application processes the multiple assessments of ratings for the mitigants also. This is
required since some of the mitigant eligibility criteria are based on the ratings and risk
weight of the mitigants. The eligibility of the collateral mitigants are based on the party type
of the mitigant, mitigant type, the credit rating assigned to the mitigant or the party (as
applicable). All equity based mitigants are classified as ineligible as per the RBI Basel 111
guidelines. In the case of Mutual funds, the eligibility is based on the eligible mutual fund
indicator.

The application identifies the eligibility of the guarantees and credit derivatives based on the
party type of the mitigant and the credit rating assigned to the issuer of the mitigant.

Unfunded deduction are considered eligible only when they are currently rated BBB- or
better and were externally rated A- or better at the time the credit protection was provided.
For such protections, both the current and initial ratings are expected to be provided from
source.

Based on the criteria of eligibility mentioned in the RBI Basel 111 guidelines, the application
identifies whether the mitigant is eligible or not, and if eligible, the application also makes
the least risk weighted exposure as the eligible mapping, for the least eligible nth to default
mitigant for the exposure. It also identifies the eligibility of the mitigants based on the
comparison of the risk weight of the exposures and the mitigants. If the mitigants risk weight
is lesser than that of the exposures, then the mitigants become eligible. Else the application
makes them ineligible.

Mitigant Risk Weight: The application calculates the mitigant risk weight similar to the
exposure risk weight of non-securitized exposures. This is based on the Issuer type and the
credit rating which includes the unrated issuers as well. The application performs the
multiple assessments for the mitigants, similar to the process followed in the case of non-
securitized exposures, and arrives at a single rating for the mitigant. Then, the application
assigns the final risk weight to the mitigant.

0 Haircut Assignment: The application assigns the various haircuts, as applicable to the
Mitigants. The application applies the volatility haircut, forex haircut and the maturity
mismatch haircut to the mitigants as appropriate. This is as per the RBI Basel Il guidelines
regulations. Only eligible mitigants are considered for haircut assignment and for further
processing. The eligible mitigants flows from mitigants table to sub exposures table.

o0 Allocation of Mitigants to Exposures: The application computes the mitigant value post all
haircuts. Then, it uses the pooling and optimizer logic to allocate the exposures to the
mitigants. This is slightly different from the optimizer logic of non-securitization exposures
as the securitized exposures have the seniority in the cashflow and always the senior most
exposure gets the maximum protection by the mitigants. The senior most exposure (or
tranche) is denoted with seniority 1 and the second senior exposure is denoted with seniority
2 and so on. In the case of securitization exposures, always the mitigants is given preference
to the senior most exposure and then to the other exposures based on the seniority. The other
parameters which are considered in the allocation logic are the risk weight and the mitigant
value post haircut.

The application uses the linear programming logic to allocate the mitigants to the exposures.
The pooling logic in securitization is same as of that non-securitization. The optimizer logic
for Securitization is slightly different and the difference is explained below:
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Based on the seniority of the exposures, risk weight of the exposures and the mitigant and the
mitigant value, the rank order in which the mitigants are allocated to the exposures is arrived
at. The order of allocation can be changed by editing the database function. You can choose
the allocation rank measure in the optimizer definition screen while defining the optimizer
logic.
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The remaining steps for creating optimizer definitions are same as those mentioned in non-
securitization process. The optimizer works on the minimization constraint logic.

Single Mitigant mapped to Single or Multiple Exposures

If there are one or more than one exposures mapped to a single mitigant, the mitigant
is allocated to the exposure with the highest seniority

If there are more than one exposures with the same highest seniority, then the mitigant
is allocated to the exposure which yields the highest mitigant value post haircut

Single Exposure mapped to Single or Multiple Mitigants

If there are one or more than one mitigants mapped to a single exposure, the least risk
weighted mitigant will be allocated to the exposure

If there are more than one mitigants with the same least risk weight, then the mitigant
which has the highest mitigant value post haircut will be allocated to the exposure

Multiple Exposures mapped to Multiple Mitigants

This are treated as cases of single mitigant mapped to single or multiple exposures for
the identification of the mitigant which has to be assigned to the exposures. Then, the
treatment pertaining to single exposure mapped to multiple mitigants have to be
followed to yield the credit risk weighted exposure amount.

Using the above logic, the application calculates the factor of exposure covered by the
mitigant and the factor of the exposure uncovered (without any protection).

. Sec Post CRM RWA Computation: The application computes the covered amount and the
uncovered amount for the exposures. The covered amount is computed by multiplying the covered
factor with the exposure amount, and to this covered amount, the application assigns the mitigant risk
weight. The product of the covered amount and the mitigant risk weight is the covered RWA. The
uncovered amount is computed by multiplying the uncovered factor (which is 1 — sum of all covered
factors for that exposure) with the exposure amount. This uncovered amount is multiplied by the
exposure risk weight to get the uncovered RWA. The sum of the covered RWA and the uncovered
RWA is the Post CRM RWA of the Exposure.
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Post-CRM RWA = Covered Amount * Risk Weight of the Mitigant
+ Uncovered Amount * Risk Weight of the Exposure

This logic is handled in Sec Post-CRM RWA computation sub process.

All the below sub process and tasks are handled in the "SEC_STD" Process — Sec Reclassification,
Mitigant Reclassification, Sec STD Pre-CRM Computation, Risk Weight Assignment, Pre-CRM RWA
Computation, Mitigant Eligibility, Mitigant Risk Weight, Haircut Assignment, Allocation of Mitigants to
Exposures and Post CRM RWA Computation

Key Data Elements

A few key data elements for Securitization computation is as follows. For a complete list of tables and
columns refer to the Download Specifications document.

Securitization Exposures

e The Key attributes required at securitization exposures table are as follows: Due Diligence
Indicator, commercial real estate indicator, first loss tranche indicator, Securitization Exposure
Amount, Securitization pool identifier, Undrawn amount, and Product Code

Securitization Pools

e The Key attributes required in the securitization pool table are: Originative Prudential
Requirement net Indicator, Clean Up Call option indicator, Implicit support indicator,
Resecuritized indicator, and Pool Initial Exposure amount.

Mitigant Eligibility (Standardized Approach)
. Eligible Mutual Fund Indicator, Main Index Equity Indicator, Equity Traded Indicator

Miscellaneous

e All tranche information regardless of whether Bank has Exposure or not — required for
inferring the ratings, credit enhancement level computation, eligibility of nth to default credit
derivative mitigant

. Mitigant Value to be assigned at an Exposure level (not to the tranche)

. Mitigant Pool Id in the Exposure Mitigant Mapping table for nth to default mitigants —
Required for eligibility of nth to default credit derivative mitigant

e  Attachment point of tranches based on original balances — Required for eligibility of nth to
default credit derivative mitigant

Assumptions

As per RBI Basel 111, the excess seller’s interest is computed as amount above 20% of the total securitized
instruments issued. It is assumed that the amount captured under the ‘Initial Pool Exposure Amount’
attribute on the Securitized Pool table is assumed to reflect the total sec instruments issued amount.

7.3Market RWA

The Market Risk Capital Charge is expected to cater to the following trading book portfolio information of
an Indian bank:

. Securities included under the Held for Trading category
. Securities included under the Available for Sale category
. Open gold position limits

. Open foreign exchange position limits
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e  Trading positions in derivatives
. Derivatives entered into for hedging trading book exposures.

The guidelines have been issued for the Standardized approach only.

Standardized Approach

In the Standardized Approach (STD Approach), the Market Risk Capital Charge needs to be calculated for
the following instrument types:

. Interest Rate related instruments (IR Instruments)
. Equity Position Risk

. Foreign Exchange risk

. Options

. Credit Default Swap in Trading Book

Pre-requisite for Market Risk Processing

Execution of the Run, Staging Data Population - Market Risk - RBI Standardized Approach is usually
a onetime activity. This should be executed once before actual Market Risk Run is executed. The following
tasks are populated when the Run is executed.

. IRC Data
o Market prices of the instruments
. Bank positions

This Run populates the instrument level data that is required by the actual Run for further processing. The
instrument level data, such as number of units of the instruments on that particular MIS date is downloaded
in bank instrument position (STG_BANK_ POSITIONS) table. This data flows into the fact table for
further processing. The OTC instrument price is expected as a download. For non-OTC instruments the
data for instruments’ price is captured in Market Instrument Contract
(STG_MKT_INSTRUMENT_CONTRACT) table. This data flows into the fact table for further
processing. For IR instruments the interest rate required is captured in IRC Rate History
(STG_IRC_RATE_HIST) table. This data flows into the fact table for further processing. This data is
required for term structure that is used in Modified Duration and Greeks parameter calculation for options.

Process Flow for Market RWA

The RWA computation for Market Risk for the Indian jurisdiction is computed under the process
IND_MKT_RISK. In this process, RWA is computed for Interest Rate, Equity, FOREX, and Options. The
process IND_MKT_RISK is mapped to the following pre-defined Run which computes Market RWA:

Run: Risk Weighted Asset Calculation - Market Risk - RBI Standardized Approach
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Capital Consolidation
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Market Risk Deductions

. Capital Consolidation:

For a reporting bank the level at which the consolidation is processed is identified by the application.
You can select Solo or Consolidation level for each entity in the rule present in the Capital
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Consolidation process. This particular process handles entity level details. The entity data is captured
in Legal Entity Details (STG_LEGAL_ENTITY_DETAILS) table. All the child entities underlying
a parent are considered for RWA consolidation. When consolidation is the level selected for a
reporting bank, each child entity data is consolidated with the parent entity post entity shareholding
percent multiplication.

For more information on the process and sub process that computes this task, refer the following:
Process: IND_BASELIII_CAPITAL_CONSOLIDATION

Sub-process: Capital Consolidation Approach

Approaches Followed in Capital Consolidation
The three approaches followed by the Capital Consolidation are:

Consolidation Approach(CONSL): Under this approach, all the entities of the bank’s
organizational structure are considered. This includes all the entities/subsidiaries that belong to the
same jurisdiction. All the exposures of the entities in the organizational structure are considered
for computing risk weighted exposures, except the intra-group exposures.

Aggregation Approach(AGG): This approach is similar to the Consolidation approach but is used
in the cases, where some of the entities that are part of bank’s organizational structure belong to a
different jurisdiction. The capital requirement of the affiliate is computed as per the jurisdiction
that it is subject to and is then aggregated with the rest of the group’s capital requirement. Intra-
group exposures are not excluded in this approach.

Deduction Approach(DED): This approach is used in the case where some of the
subsidiaries/entities that are part of bank’s organizational structure are excluded from
consolidation. In such a scenario, the regulatory investment in the excluded subsidiary attributable
to the rest of the group are deducted from the consolidated capital requirements.

. Rating Process:

Rating data is expected for all instruments which bear an interest rate risk. The rating data is
reclassified into RBI equivalent standard rating and the standard rating is considered for assigning
specific risk charge for interest rate instruments, wherever applicable. If there are multiple ratings for
the same issue, then the application does a multiple assessment check as per the multiple assessment
logic detailed in the RBI Basel Il guidelines. This process assigns a RBI equivalent rating for an
instrument, counterparty and/or issuer, based on the rating details available for the same, after
applying multiple assessment logic.

For more information on the process and sub process that computes this task, refer the following:
Process: IND_BASELIII_CREDIT_RATING_PROCESSING
Sub-process: Credit Rating Data Population

e Position Conversion:

Position conversion is processed before Capital Charge calculation under Market Risk. In Position
Conversion different instruments are broken into long and short positions and carried forward for
specific and general risk charge calculation. All derivative instruments undergo position conversion so
that the instrument is broken down into simplified positions for further processing. For derivative
positions in equities, commaodities, gold, currencies, and so on, only one leg is exposed to interest rate
and other leg is exposed to the respective asset (equity, FOREX). The following information is
required for position conversion: Long/Short position, Value of Notional Position, Coupon Rate, and
Maturity.

Methodology for Position Conversion:
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While calculating interest rate risk, each instrument is converted into multiple positions. The
notional value of each position is derived based on the following methodology:

(0]

Instrument Coverage

(0]

Notional positions in actual debt securities is valued as the nominal amount underlying
the contract at the current market price of the debt security

Positions in zero-specific-risk securities is valued using one of the following two
methods:

= The present value approach, under which the zero specific-risk security is
assigned a value equal to the present value of all the future cash flows that it
represents.

= The alternative approach, under which the zero specific-risk security is
assigned a value equal to the market value of the underlying notional equity
position in the case of an equity derivative; the notional principal amount in
the case of an interest rate or foreign currency swap; or the notional amount
in the case of any other financial instrument.

In the case of options, the delta weighted values are processed for general risk charge
calculation. Delta is computed by the application based on the instrument type, coupon,
residual maturity, strike price, spread, option premium value, and so on.

For an Interest Rate (IR) Swap, the parent instrument will be identified as a Receiver or
Payer swap based on whether the bank is receiving fixed or paying fixed, respectively.
After Position Conversion, the parent swap will be converted to two child positions
which will be in zero specific risk securities. The exposure amount for each of these
positions will be computed based on the coupon rate of receiving leg for the long child
position and the coupon rate of the paying leg for short child position. Currently the
notional amount for both the child positions is being computed using the current market
price column of the parent.

For Credit Derivative Swap, the parent swap will be converted to two child positions, of
opposite position. So if the Parent CDS is Long, its child position will be Short. One
position will be zero specific risk security; the other will be debt security. The exposure
of Zero specific risk security will be based on the Present Value of cash flows of Parent
CDS. The exposure of Debt security will be equal to Notional