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The following is an example of the type of disclosure required if your entity is a party to financial off-balance sheet risk as of June 30, 20XX:

The Example Special Government Unit is a party to financial instruments with off-balance-sheet risk in the normal course of business to meet the financing needs of its customers and to reduce its own exposure to fluctuations in interest rates.  These financial instruments include commitments to extend credit, options written, standby letters of credit and financial guarantees, interest rate caps and floors written, interest rate swaps, and forward and futures contracts.  Those instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the amount recognized in the statement of financial position.  The contract or notional amounts of those instruments reflect the extent of involvement the Example Special Government Unit has in particular classes of financial instruments.

The Example Special Government Unit's exposure to credit loss in the event of nonperformance by the other party to the financial instrument for commitments to extend credit and standby letters of credit and financial guarantees written is represented by the contractual notional amount of those instruments.  The Example Special Government Unit uses the same credit policies in making commitments and conditional obligations as it does for on-balance-sheet instruments.  For interest rate caps, floors, and swap transactions, forward and futures contracts, and options written, the contract or notional amounts do not represent exposure to credit loss.  The Example Special Government Unit controls the credit risk of its interest rate swap agreements and forward and futures contracts through credit approvals, limits, and monitoring procedures.

Unless noted otherwise, the Example Special Government Unit does not require collateral or other security to support financial instruments with credit risk.


NOTE - The above disclosure requirements are to be completed by those agencies who responded "NO" to question #32 on the Special Government Unit Checklist.

