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Requirements for Disclosing

Liquidity and Interest Rate Risk

by Bryan Benjamin and Mark Bolton, Deloitte & Touche LLP

Last week, the FASB issued a proposed ASU' that would amend ASC 8252 and require
reporting entities to provide new qualitative and quantitative disclosures about liquidity
and interest rate risk. Under the proposal, (1) all entities would disclose information about
their liquidity risk and (2) “financial institutions” would also disclose information about
their interest rate risk. Public entities would provide the proposed disclosures for interim
and annual periods; however, nonpublic entities would only be required to do so for
annual periods. Appendix A summarizes the proposal’s tabular requirements.

The proposed ASU does not contain an effective date; however, the FASB intends
to establish one during future redeliberations. Comments on the proposal must be
submitted to the FASB by September 25, 2012.

The proposed ASU addresses stakeholder concerns that (1) certain inherent risks of
financial instruments and their effect on an entity’s broader risk exposures would not be
fully reflected in the measurement model for such instruments and (2) the breadth of
such risks could only be communicated through supplemental disclosure.

Definition of a Financial Institution

Under the proposed ASU, the disclosures an entity must provide are determined by
whether the entity is a “financial institution.” ASC 825-10-50-23A notes that under the
proposed disclosures, financial institutions?® are:

[Elntities or reportable segments for which the primary business activity is to do either of
the following:

a. Earn, as a primary source of income, the difference between interest income generated
by earning assets and interest paid on borrowed funds

b. Provide insurance.

' FASB Proposed Accounting Standards Update, Disclosures About Liquidity Risk and Interest Rate Risk.

For titles of FASB Accounting Standards Codlification (ASC) references, see Deloitte’s “Titles of Topics and Subtopics in the
FASB Accounting Standards Codlification.”

The definition of a financial institution proposed in ASC 825 differs from its ASC 942-320-50-1 counterpart, which specifically
states that banks, savings and loan associations, savings banks, credit unions, finance companies, and insurance entities are
financial institutions. This difference may be addressed in redeliberations.


http://www.fasb.org/cs/ContentServer?site=FASB&c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176160135003
http://www.deloitte.com/assets/Dcom-UnitedStates/Local Content/Articles/AERS/Accounting-Standards-Communications/us_assur_Titles_of_Cod_Topics_Subtopics.pdf
http://www.deloitte.com/assets/Dcom-UnitedStates/Local Content/Articles/AERS/Accounting-Standards-Communications/us_assur_Titles_of_Cod_Topics_Subtopics.pdf

The liquidity gap
maturity analysis is
intended to help
users understand an
entity’s liquidity
position by showing
how the expected
timing of its cash
inflows from
financial assets
compares to the
expected timing of
its financial liability
cash outflows.

Entities that measure substantially all of their assets at fair value with changes in fair
value recognized in net income (FV-NI), such as broker-dealers, would provide only
those disclosures required for entities that are not financial institutions. The disclosure
requirements for financial institutions apply to any reportable segment that is a financial
institution; therefore, although a consolidated entity that is not a financial institution
would not provide all disclosures that apply to financial institutions at the consolidated
level, it would still do so at the segment level for any reportable segments that are
financial institutions. An entity that has more than one reportable segment that is a
financial institution may provide combined disclosures for those segments.

Disclosures About Liquidity Risk

The types of liquidity risk disclosures an entity must provide depend on whether it (or any
of its reportable segments) is a financial institution.

Disclosure Requirements for Financial institutions

Financial institutions must provide a tabular liquidity gap maturity analysis that
discloses carrying amounts of the various classes of financial assets and financial liabilities
(including leases and insurance contracts) categorized into specified time intervals by

the expected maturities of these instruments (see Table 1 in Appendix B). The liquidity
gap maturity analysis is intended to help users understand an entity’s liquidity position

by showing how the expected timing of its cash inflows from financial assets compares
to the expected timing of its financial liability cash outflows. Regarding “expected
maturities,” ASC 825-10-50-23E states, in part:

The term expected maturity relates to the expected settlement of the instrument resulting
from contractual terms (for example, call dates, put dates, maturity dates, and prepayment
expectations), rather than the entity’s expected timing of the sale or transfer of the
instrument.

Entities would not allocate financial instruments classified as FV-NI (except derivatives) or
equity securities classified as fair value through other comprehensive income into specific
time intervals. Instead, they would disclose the instruments’ total carrying amount. In
addition, entities would be required to disclose off-balance-sheet commitments and
obligations (e.g., loan commitments, operating lease commitments, and lines of credit).

Editor’'s Note: There may be differences in how entities determine the expected
maturity classifications for financial assets and financial liabilities that have stated
contractual maturities but incorporate other contractual characteristics (e.g.,
prepayments on certain home loans, or early termination rights on a lease contract).
To address these potential differences, the proposal requires an entity to describe,

in the narrative that accompanies the liquidity gap maturity analysis, the significant
assumptions used in determining the expected maturity of a financial asset or liability
if the expected maturity differs significantly from the contractual maturity. Examples
of these assumptions may include (but are not limited to) prepayment rates affecting
loan cash flows, and run-off rates for demand deposits. The illustration in ASC 825-10-
55-5A lists other contractual features that may be relevant to the determination of
expected maturities.

A depository institution (i.e., an entity that issues and holds deposits) also would disclose
the cost of its funding by providing tabular disclosure of (1) the amounts of insured and
uninsured time deposits issued, and brokered deposits acquired, during each of the last
four quarters and (2) the weighted-average contractual yield and weighted-average
contractual life for the deposits issued or acquired during each of the last four quarters.
(See Table 2 in Appendix B.)



All financial
institutions would
disclose a repricing
gap analysis in a
tabular format that
would show how the
carrying amounts of
different classes of
their financial assets
and financial
liabilities reprice
over specified time
intervals.

Disclosure Requirements for Entities Other Than Financial Institutions

Reporting entities that are not financial institutions would not have to include a liquidity
gap maturity analysis. However, such entities would need to disclose, in tabular format,
all undiscounted expected financial cash flow obligations, including off-balance-
sheet arrangements, for specified time intervals. The table also should include a column
that reconciles amounts shown in the table to the carrying amounts presented in the
statement of financial position. Further, entities would be required to disclose (1) any
“significant changes related to the timing and amounts of cash flow obligations and
available liquid funds in the tabular disclosures from the last reporting period to the
current reporting period, including the reasons for the changes and actions taken, if
any, during the current period to manage the exposure related to those changes”; and
(2) significant assumptions underlying the entity’s estimates of the expected timing of
its cash flow obligations if the expected timing differs significantly from the contractual
maturities of those obligations. See Table 3 in Appendix B for an example.

Disclosure Requirements for All Entities

All reporting entities would disclose, in a tabular format by asset class, their available
liquid funds, which include unencumbered cash and liquid assets (i.e., assets that are
of high quality,* free from restrictions, and readily convertible to cash) and additional
borrowing capability, such as available lines of credit and the amount below the
borrowing cap (see Table 4 in Appendix B).

Entities would be required to supplement this disclosure with (1) a qualitative discussion
of the impacts of regulatory, tax, legal, repatriation, and other restrictions that could

limit the transferability of funds among entities; (2) quantitative disclosure of any
restricted funds; and (3) a discussion of the characteristics the entity analyzed when
making its determination of what assets are considered “high quality” and whether those
characteristics differ from those used in previous periods.

Disclosures About Interest Rate Risk (Financial
Institutions Only)

Under the proposal, all financial institutions would disclose a repricing gap analysis in
a tabular format that would show how the carrying amounts of different classes of their
financial assets and financial liabilities reprice® over specified time intervals. The tabular
disclosure also would include (1) the weighted-average contractual yield of each class for
each time interval and a total yield for each class and (2) the total duration® of each class
of financial assets and financial liabilities. The tabular disclosure should reconcile to the
statement of financial position and should be supplemented with a discussion of how
instrument durations were estimated. See Table 5 in Appendix B for an example of the
repricing gap analysis.

A financial institution would also provide certain interest rate sensitivity disclosures
about the effects on the entity’s net income (for the 12 months after the reporting date)
and shareholders’ equity of hypothetical, instantaneous interest rate shifts on the entity’s
interest-sensitive financial assets and liabilities. Scenarios would include 100 and 200 basis
point’ parallel shifts (i.e., adjusting the entire yield curve by the same percentage), as well
as flattening and steepening scenarios (i.e., holding one end of the yield curve constant,
and adjusting the opposite end up or down by 100 basis points). Entities should compute
changes in net income and shareholders’ equity by using the same measurement
attributes (e.g., FV-NI, amortized cost) they used in the statement of financial position.
The scenarios would not take into account growth rates, changes in asset mix, or other
shifts in business strategy that would otherwise result from these interest rate changes.
See Table 6 in Appendix B for an example.

4 High quality refers to the level of nonperformance risk associated with fixed income financial instruments. Assessing that risk

and determining what constitutes high quality requires a reporting entity to exercise judgment (see ASC 825-10-50-23V).

The repricing date is defined as the earlier of (1) the contractual interest rate reset date or (2) contractual maturity.

6 The proposed ASU does not specify what method an entity must use to estimate duration, but it requires that the method be
disclosed and applied consistently across reporting periods.

7" One basis point is one one-hundredth of one percent (i.e., a 100 basis point shift is the same as a 1 percent shift).



In addition to
establishing
quantitative
disclosure
requirements (i.e.,
tabular disclosures),
the proposed ASU
emphasizes the
importance of
discussions that
supplement the
tabular disclosures.

Editor's Note: SEC regulations already require certain public companies to disclose
information about liquidity risk and interest rate risk as part of their MD&A. However,
the Board has proposed requiring similar disclosure in U.S. GAAP because it believes
there are benefits to be derived from audited, more standardized and comparable
disclosures, which are complementary to those found today in MD&A of public entities.

Throughout the project, the Board has stated that its goal has been to ensure that
investors have “meaningful incremental information” beyond that provided in MD&A.
The proposal’s Basis for Conclusions highlights key differences between the proposed
disclosures and existing regulatory requirements. One notable difference is the
requirement for entities to use expected maturities of financial liabilities in the liquidity
gap maturity analysis, rather than contractual maturities (as required by MD&A rules).
The time intervals specified under the proposed disclosures are also more granular than
those under current MD&A requirements.

In addition, many of the disclosure requirements under the proposed ASU are similar to
those under IFRSs; however, there are some notable differences. Appendix C contains a
comparison of the requirements under the proposed ASU and IFRSs.

Supplemental Disclosures

In addition to establishing quantitative disclosure requirements (i.e., tabular disclosures),
the proposed ASU emphasizes the importance of discussions that supplement the tabular
disclosures. The proposed ASU notes that for each of the broad risk areas (i.e., liquidity
risk and interest rate risk), the reporting entity must provide “any additional quantitative
and narrative disclosures necessary to provide users of financial statements with an
understanding of its exposure to” the various risks included in the proposal’s scope.

Effective Date and Transition

The proposed ASU does not include an effective date and specifically asks respondents
(1) how much time they think stakeholders would need to prepare for and implement
the proposed amendments and (2) whether the effective date should be delayed for
nonpublic entities.

Editor’s Note: During deliberations and in the proposal’s Questions for Respondents,
the Board noted that the 90-day comment period is intended, in part, to “address the
needs of users of financial statements for more information about liquidity risk and
interest rate risk. Therefore, the Board will strive to make these proposed amendments
effective on a timely basis.”

To help ease potential transition burdens, the Board has proposed that entities provide
comparative disclosures for each reporting period ending after initial adoption. In other
words, in the first period of adoption, entities would not provide comparative disclosures,
and in subsequent periods, they would provide comparative disclosures only for those
reporting periods that ended after the adoption date.



Appendix A — Summary of Tabular Disclosures

The table below summarizes the tabular disclosures outlined in the proposed ASU and indicates whether they are required for
financial institutions or nonfinancial institutions. In all circumstances, the required disclosures are for interim and annual periods for
public reporting entities. For nonpublic reporting entities, the required disclosures are only for annual periods.

Proposed ASU’s Required Disclosures Financial Institution Nonfinancial Institution
Liquidity Disclosures

Liquidity Gap Maturity Analysis (Appendix B, Table 1) — Yes No

ASC 825-10-50-23E through 50-23K

Issuance of Time Deposits (Appendix B, Table 2) — Yes® No

ASC 825-10-50-23L

Cash Flow Obligations (Appendix B, Table 3) — No Yes

ASC 825-10-50-23M through 50-23R

Available Liquid Funds (Appendix B, Table 4) — Yes Yes

ASC 825-10-50-23S through 50-23V
Interest Rate Risk Disclosures

Repricing Gap Analysis (Appendix B, Table 5) — Yes No
ASC 825-10-50-23Y through 0-23AC
Interest Rate Sensitivity (Appendix B, Table 6) — Yes No

ASC 825-10-50-23AD through 50-23AF

& Disclosures related to the issuance of time deposits would only be required for depository institutions (i.e., reporting entities that issue time deposits or that acquire brokered deposits).



Appendix B — Sample Disclosures
Liquidity Risk Disclosures

Table 1: Liquidity Gap Maturity Analysis

The example below was reproduced from ASC 825-10-55-5A. It “illustrates the table that a financial institution would use to disclose
the liquidity gap maturity analysis as required by [ASC] 825-10-50-23E."

Liguidity Gap Maturlty Analyals of 3 Bank's Financial instruments

Total
FUXT and carrying
@l 202 Q2 20X2 3 202 a4 2002 20x3 20X&-20KE Later amount
&3 of December 31, 201
Financial agssta:
Amoriized cost
C:3sh and due from banks £X, 30X 5 KKK S XXX § X0 - - - B, KK
Lease iecalvabie XK H KR KK b S+ &5 $H KRN FH KK KKK
Laans:
commarcial XK KKK XHHK XK X0 00K HEKK KK
Mostgage XK KR R 00 IO K00 KKK XK
Consumer XK KN HHHK X0 X0 K00 KN KK
Falr vaire with changes recog in oiber compr e income
Irvestment securibias:
U.5. Treasuy KKK HHHR HHHK X000 X0 X0 H KK HEXK
Agency MBS XK KKK HXHK XK IO 00 KEXK KK
Corporate detd securites XK KKK KKK X0 IO K00 HEKK KKK
Ofhear X000 000 0K X000 X000 300K 30 K
Falr value with changes recognized in nef income
Dedt secutes HEKK
Dedvalives XK KR R X X300 X300 KK MK
Loans hald for gale K
Equity securtiles KK
Other financial 355615 XK
Tolal financial assets X AR A KK K 00 IO KA XK
Qther a55eds HR
Tolal assats 5, HX
Financial Nabliities:
Amoriized cost
Demand depasits XK K XX XK X000 XK HEHK 53,3KX
Savings deposits XXX HKK RN X0 0N O, HHHN XEKK
Kaney market accounts XK KKK KHHK RO - - - KK
Brokered daposis XK HEHK KKK IO X0 X 00 HHHH XK
Other Ume deposts XK HHKK HHHK XK X0 XK HHHK KK
Shon-igm Domowngs XK KR KN X000 - - - HEXK
N KX KKK bl et X0 IO IO KK KX
kR athvemnene XX KK XX EJ00 KK X0 A KK
Supardnated debi XK KKK KKK XK XXX XK HHHK XK
CHNE AR XXM KK XK X300 X0 300K XK KX
EAIEGTIR NI et X300 X000 K X000 X000 X300K 0L 0K
Falr value with changes recognized in net income
Deflvalives XK KKK EEE IO X0 X0 HEKK N
Total inanclal iablites PR B Y00 X000 3000 FI00K AN W00
Other llablifies HIR
Equity KK
Todal abiiies and stockhoiders’ equity FXHKX
Exacessidefic of fnandial assets over fnancial Bablites X, XHX S[X, MK {200 SOKIONK) SO S{EI0K) FH K R
PN i N AT R 1 XN KX XK I X% XXES KNS I
Cumulative Nnanclal assels over inancial labiites X, KK 5K 000 SO0 0K B I0CK FH K KX
Offbalance-shaet commitments and obigations. XXX 5NN S MK 5 X000 5000 X 00 S -

Hote: The classes of Anancial nstnaments in ihis tadée are organized by exampies of sus2quant measurement atnoules to display the applcation of he guidance In cerain dreumstances and this
presentation Is not meant o De prescrpive.



Table 2: Issuance of Time Deposits
The example below was reproduced from ASC 825-10-55-5F. It “illustrates the table that a depository institution would use to
disclose the issuance of time deposits as required by [ASC] 825-10-50-23L."

liustrative Bank's Deposits Issued for the 12 Months Ended December 34, 20X1
Period of Issuance for the Last 12 Months

Q4 20X1 Q3 20X%1 Q2 20X1 Q1 20X1
Total Ava. Avg. Total Avg. Avg. Total Avg. Avg. Total Avg. Avg.
Amount Rate Life Amount Rate Life Amount Rate Life Amount Rate Life
Uninsured time deposits A KX K XX% KK SH KX KIXN% XX SR KKK KXX% X SR K HHA% XX
Insured time deposits K X K KK% KX SHHHX K KK% xX SHAXK KEN% X SR KK KEX% XX
Brokered deposits XK KX K KK% XX SK KX H XN X S XK KA K S0 KXN% XX

Table 3: Cash Flow Obligations

The example below was reproduced from ASC 825-10-55-5D. It “illustrates the cash flow obligations table of an entity that is not a
financial institution as required by [ASC] 825-10-50-23M through 50-23R.”

Expected Cash Flow Obligations as of December 31, 20X1

Adjustment Total

20XT and to Carrying Carrying

Q1 20X2 Q2 20X2 Q3 20X2 Q4 20X2 20X3 20X4-20X6 Later Total Amount Amount
Short-term bhomowings A AKX SH KX XXX BX 00K - - - BXXXX SO0 B
Long-term debt %00 XX X 00K XK XXX FH O $X 00X 00K (X KXX) XK
Interest payments MO0 KKK K XXX K0 K0 XA K000 (2000) KX
Lease payment obligations KKK KKK K K KK R KA KK (5, 200) b e
Commitments K00 XXHK X XAK XK XK KO X KX XXX (X XXX) =
Purchase obligations KO 00K XXX X XK KK XK XX 00K (3, 2200) b 9404
Confributions to defined pension plans 20X XK X XK - - - X200 (K, 2005) -
Other ohligations K HXX KKK XK KKK KKK K XXX K XX KX (X XHX) KHKX
Derivatives XXX X KKK X KA X XHK X KKK X XHK K XHK XXX = X XHK
Total obligations XXX SH XXX P XXX B XXX HA XXX HHAXX $ X XXX FH0OK SO AKX

Table 4: Available Liquid Funds

The example below was reproduced from ASC 825-10-55-5E. It “illustrates the table that an entity would use to disclose its available
liquid funds as required by [ASC] 825-10-50-23S through 50-23V."

Parent Broker /

Company Subsidiaries Dealers
Available liquid funds:
Cash SX XXX £, 9.9.9.¢ SHXXX
Deposits (interest-bearing and non-interest-bearing) X, XXX X XXX K XXX
Government-issued debt securities XXXX X XXX HKXXX
Public sector debt securities XXXX X XXX X, XXX
Availability of borrowings:
Amount available under ABC credit facility XXXX XXXX X XXX
Amount available under receivables purchase agreement KXXX X XXX X XXX
Amount available under XYZ credit facilities X XXX X XXX K XXX

Total available funds X XXX SX XXX $ X XXX




Interest Rate Risk Disclosures

Table 5: Repricing Gap Analysis
The example below was reproduced from ASC 825-10-55-5H. It “illustrates the repricing gap table for a bank.”

Bank Repricing Analysis 26 of D 31, 20000
Todal
20%4— 20%7 and camying
Q120X2 Yield @230%2  Yild GIJNZ Yl G4NXF Y 20%3 Yisld 20%5 Yield Latar Yiskd Amount ¥isld  Duration

Infereat-aarning Anancisl sasata:
Interest-2aming depcsis wih banks SHIOOL SNOME DOOK X SO 00 0000 00m S00X 0% SO 0% SN0 0K PO K0 KKK
Securities purchased under
resale agreemants KX X% I 00 WK K KO 0 - - - - - - W K% KR
Investment sacurities:

U.S. Traztury XICOL 00 XXOC  000% XIOOC  2000% X000 OO X000 O0% XIK 000 I KO X0 2000k XK

Agency MBS IO 0 KOO 0 WO KOs X0 0OKE X0 000k I K% I KKK KRN MK XHR

ciher o 005 W 00 WO 00E OO0 0OMR X0 X000% IO 00 HEMN RN WM KOGR MR
Loans held for sale I K% HHMK NN KK H0S HIOOU  I0OCR X0 0% HIK 0% HIHN KM% HENK MM HHR
Commercial loans IO X KO 0Em WO 0w XOOL 0O X000 X000k IO 0% IO K W00 0% XK
Miorgage loans. KOO 00 KOO 0% WO X000 XIOOU  OONE MO0 0% WK 0% HIMNOON% HEEK MMM KR
Cansumer 1oans AR frte RO 00 H00C 00K X000 0% KOO MK HIOOK KOO MO WG KR
Total Interast-eaming assels WL WO WOUOL 000 WO RO0C WOOOL OO NJOUE O00E KKK 000 WIRK KA WK AR FRA
Mon-nferest-garning fMnancial asssts:
Equity securiies P - -
Deartvallves R0 - XK - H00K - HI00K - O - RO HIHE - A - -
Other financial assets XX - XX — = XX - X0 - XX - X0 — HERK =
Total financial assats S & v+ G S &+ S — - XX -0 Xl - XX - Xxpa - KEK
Other assets IO
Total assats (RS =
Intereat-baarng Ananctal kablibes:

Demand depastis NI X0 - - - - - - - - - - - - K KA

Savings deposlts NI 0% KO 0w WOH KOs HOW 0% - - - - - - phexs X

Money markat accounts NIOO0 000 XL 000 X000 N00ER WO 0% - - - - - - A XA

Evokered deposits KOO 00 XXHK 000 X000 X00% HOOE  OO0R 000K X00% KK 000% AIKH RO 3K HHX

Giher time depoelts HICOL 0% HINK O WO M0 HIOOL  00CR X000 OO0 IO 0% N RN A XHA
Sriafsullo L KK 00 XK 100% XIOU  100C% XN 1000% = = = i - - KK X
Long-term bomowings N0 K% WA 00 W 0 WOO 000 WO H00% KK M000% WM 000 M HXN
Al XL 0% X000 000 XOOL  1000% X0 0O 0K 000 00U 000% NI 000 0K b
Securilies sold under
rapurchase agreaments IO X0 WIOH 00 WO K0CE W00 I00TR - - - - - - A HHR
B gl HICOL X X0 R R Y XOOOL _I0OCR X000 000 IO X005 XN KKK K X%
Total Interast-eaming llaslities WO oo WO 000 NJOOL %000 OOOL _00MR _ NJO0E 00 WK 000 WO S LN I
Mon-nterest-bearing Nnancial Habilities:
Dednllicn X200 £ X000 = X000 - X000 - xom = X0 = XIHK S 0K =
Olhier financial llabiites ¥ = X0 = 0K i X0 = X0 HIHK - AN - HANK -
Tatal financial liabiilties A0 - H A - R 00K - FI00K - oo - FIOK - H A - A -
iher labities K =
Equlty RN =
Total lakillles and
slockhoklers’ equiy B0 =
Exess ofinandcal assats over
finanesal Babliles A0 SO0 SO $pL0oG SH K SO SHIHK SRR -
Finanelal assets to financial liabiities AR XA A A% AN XN XX HAK -
Curmulative Tnanclal assels over
financ:al Babiilles FHK SHNHK SH IO U000 X300 FHIHK 5300 S -

Hate: The ciasses In this tabie are cagarized by the Interest "bearing™ or "eaming” characiesisiics of the financial Instumes’s fo display he applicalion of the guidance in ceriain clcumsiances and this presentalion |5 nod meant to be prescriptive.



Table 6: Interest Rate Sensitivity

The examples below were reproduced from ASC 825-10-55-5J. They illustrate “the interest rate sensitivity table as required by [ASC]

825-10-50-23AD through 50-23AF.”

Yield curve at Dec. 31, 20X1
+200 bps
+100 bps
-100 bps
-200 bps

100 hp flattening of curve
Short end
Long end

100 bp steepening of curve
Short end
Long end

Hypothetical Yield Curves, December 31, 20X1

Parallel Changle in Interest Rates

+200 bps

+100 bps

Yield curve at Dec. 31, 20X1

-100 bps

-200 bps

100 bp flattening of curve
Short end
Long end

100 bp steepening of curve
Short end
Long end

3-Month 6-Month 1-Year 2-Year 3-Year 5-Year T-Year 10-Year 20-Year 30-Year
1.50% 1.60% 1.70% 2.00% 2.50% 3.50% 4.40% 5.00% 5.45% 5.80%
3.50% 3.60% 3.70% 4.00% 4.50% 5.50% 6.40% 7.00% 7.45% 7.80%
2.50% 2.60% 2.70% 3.00% 3.50% 4.50% 5.40% 6.00% 6.45% 6.80%
0.50% 0.60% 0.70% 1.00% 1.50% 2.50% 3.40% 4.00% 4.45% 4.80%
0.00% 0.00% 0.00% 0.00% 0.50% 1.50% 2.40% 3.00% 345% 3.80%
2.50% 260% 2.70% 3.00% 2.50% 3.50% 4.40% 5.00% 545% 5.80%
1.50% 1.60% 1.70% 2.00% 2.50% 3.50% 4.40% 4.00% 4£45% 4.80%
0.50% 0.60% 0.70% 1.00% 2.50% 3.50% 4.40% 5.00% 545% 5.80%
1.50% 1.60% 1.70% 2.00% 2.50% 3.50% 4.40% 6.00% 6.45% 6.80%
Interest Rate Sensitivity, December 31, 20X1
Estimated Increase/(Decrease) Estimated Increase/(Decrease)
Net in Net Income Shareholders' in Shareholders' Equity
Income Amount Percent Equity Amount Percent

SXX XXX X XXX X.XX% SXLXXX S{XXXX) (X.XX)%

S0 XXX X KX XXX % S0 XX S{XXXX) (X XX)%

SHCXXK = = S0 XXX - -7

SHXXAX F{X XXX (X XX)% SHKXKX XXX KXX%

SKX XXX F(XXXX) (X XX)% SXOLXXX SX XXX XKXX%

SO0 XXX EX XXX X.XX% L3 0.0 6.6 ¢ S XXX) (X XX)%

SHX,XAX (X XXX) (X XX)% SXKXHKX SXXXX XXX %

SXX XXX FXXXX) (X XX)% SXHL XXX SX XXX XXX%

SXX XXX EX XXX K.XX% SXOXXX (X XXX) (X.XX)%



Appendix C — Comparison of Requirements Under the Proposed ASU and IFRSs

The proposed ASU has many similarities to the risk disclosure requirements under IFRSs; however, there are some notable
differences. The table below compares the disclosures required under the proposed ASU to those required under IFRSs.

IFRS 7° currently requires entities that prepare their financial statements in accordance with IFRSs to disclose the “nature and extent
of risks arising from financial instruments.” Required information includes (1) qualitative disclosures about (a) risk exposures for each
type of financial instrument; (b) management’s objectives, policies, and processes for managing those risks; and (c) changes from the
prior period and (2) quantitative disclosures about credit risk, liquidity risk, and market risk.

Proposed ASU’s Required Disclosures Comparison to IFRSs

Liquidity Disclosures

Liquidity Gap Maturity Analysis (Appendix B, Table 1) — “IFRS 7 requires that all entities [not just financial institutions] disclose a

ASC 825-10-50-23E through 50-23K maturity analysis of their nonderivative and derivative financial liabilities
segregated by time intervals based on the earliest period in which a reporting
entity could be required to pay the liability” (not expected maturity). It does
not require liquidity disclosure for assets.

IFRS 7 allows an entity to use its own judgment to determine the appropriate
time intervals, as opposed to those intervals being prescribed as in the
proposed ASU.

Issuance of Time Deposits (Appendix B, Table 2) — Not required under IFRSs.

ASC 825-10-50-23L

Cash Flow Obligations (Appendix B, Table 3) — The maturity analysis in IFRS 7 is similar to the liquidity risk disclosures that

ASC 825-10-50-23M through 50-23R would be required by the proposed ASU (for nonfinancial institutions). The
same time interval difference noted in the liquidity gap maturity analysis
would apply.

Available Liquid Funds (Appendix B, Table 4) — Not required under IFRSs.

ASC 825-10-50-23S through 50-23V

Interest Rate Risk Disclosures

Repricing Gap Analysis (Appendix B, Table 5) — Not required under IFRSs.

ASC 825-10-50-23Y through 50-23AC

Interest Rate Sensitivity (Appendix B, Table 6) — Under IFRS 7, an entity (not just a financial institution) must disclose (1)

ASC 825-10-50-23AD through 50-23AF a sensitivity analysis for each type of market risk (e.g., interest rate risk) to
which it is exposed at the end of a reporting period and (2) the impact of
reasonably possible changes in the relevant risk variable (e.g., the interest
rate) on profit or loss and equity.

Unlike IFRS 7, in which the amounts by which interest rates change in

the analysis are based on an entity’s judgment, the proposed ASU would
prescribe the amounts by which interest rates change when performing the
sensitivity analysis.

IFRS 7 also permits entities to substitute alternative sensitivity analyses (such
as value-at-risk) in certain circumstances. The proposed ASU does not provide
this option.

® IFRS 7, Financial Instruments: Disclosures.
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