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A quick guide before you start
	Quick tips
Replace bracketed prompts with model-specific content. Treat unbracketed examples as illustrative: adapt or remove them. Mark items not applicable with a brief reason and complete the relevant checklist in Appendix A before sign-off.



This template provides a structure for documenting and reviewing a loan prepayment model. Adapt its sections, examples, metrics and controls to the model's portfolio, methodology, intended uses, jurisdiction and internal policies. Include only applicable downstream uses (which may include liquidity, interest rate risk, pricing or financial reporting) and explain any omissions or not-applicable items.
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1
[bookmark: _Toc243486150]1. Executive summary
	How to complete
Write this last. Keep it to one page. Say what the model does. Say how well it works. Name where it falls short. State what you want approved.



	Purpose
	[One sentence on what the model forecasts and why]

	Portfolio
	[Products or segments, relevant characteristics, balances with currency and scale, account counts, as-of date]

	Method
	[Model approach, key specifications, benchmarks or challengers, as applicable]

	Data
	[Data sources, observation period and relevant population, observation and event counts]

	Key drivers
	[For example: rate incentive, seasoning, LTV, season]

	Headline performance
	[Relevant performance and stability measures, with rationale and model-specific thresholds]

	Headline output
	[Key model outputs, relevant horizons, units and scenarios]

	Key limitations
	[The top three, and what each means for use]

	Validation status
	[Not started, in progress or complete. Date. Open findings]

	Approval requested
	[Uses for which approval is requested, applicable conditions and restrictions]



[bookmark: _Toc243486151]2. Model purpose, scope and use
[bookmark: _Toc243486152]2.1 Business purpose and decisions supported
Explain the model's purpose, its users and each intended downstream use. Include only uses relevant to the model; treat the listed use-case rows as examples to adapt or remove. Clearly state approval status and any restrictions for each use.
	Use
	Decision supported
	Model output used
	Owner

	Liquidity gap and survival horizon
	[Funding plan, buffer size]
	[Monthly prepayment cash flows]
	[Name]

	IRRBB: EVE and NII
	[Hedging, limit setting]
	[Behavioural maturity, prepayment speed under rate shocks]
	[Name]

	Funds transfer pricing
	[Product pricing, option cost charge]
	[Option cost]
	[Name]

	IFRS 9 ECL
	[Expected life, EAD profile]
	[Survival curve]
	[Name]

	[ ]
	
	
	



[bookmark: _Toc243486153]2.2 Scope
Name the portfolio in scope and the portfolio out of scope. Give balances and account counts for both.
	Product or segment
	In scope?
	Rate type
	Balance (currency and scale)
	Accounts
	Notes

	[In-scope product or segment]
	[Yes]
	[Fixed]
	[ ]
	[ ]
	[ ]

	[Out-of-scope product or segment, if applicable]
	[No]
	[ ]
	[ ]
	[ ]
	[Reason for exclusion]

	[ ]
	
	
	
	
	

	[ ]
	
	
	
	
	



[bookmark: _Toc243486154]2.3 Regulatory and policy context
Identify the laws, regulations, supervisory guidance and internal policies that apply in the relevant jurisdiction and to the model's intended uses. Cite the applicable provision and explain relevance; treat any examples in this template as illustrative, not as a default requirement.
	Reference
	Requirement that applies to this model
	How the model meets it

	[Applicable regulatory or supervisory reference, if relevant]
	[Behavioural assumptions for loan prepayment in EVE and NII]
	[Section reference]

	[Applicable accounting or reporting standard, if relevant]
	[Expected life and prepayment in ECL and EAD]
	[Section reference]

	[Applicable model-risk guidance or policy, if relevant]
	[Development, validation, governance and documentation]
	[Section reference]

	[Applicable local regulatory requirement]
	[ ]
	[ ]

	[Internal model risk policy]
	[ ]
	[ ]



[bookmark: _Toc243486155]2.4 Intended use and restrictions
	Approved use
	[Uses listed in 2.1]

	Not approved for
	[Products, events, horizons, scenarios or uses outside the approved scope]

	Conditions
	[Any conditions attached to approval]



[bookmark: _Toc243486156]2.5 Model risk tier and materiality
	Criterion
	Assessment
	Evidence

	Portfolio size against the balance sheet
	[ ]
	[Amount with currency and scale, and relevant portfolio proportion]

	Sensitivity of EVE or NII to the model
	[ ]
	[Sensitivity of a relevant output to a justified change in a key assumption or input]

	Use in regulatory or financial reporting
	[ ]
	[ ]

	Model complexity and data quality
	[ ]
	[ ]

	Resulting tier
	[Tier 1 / 2 / 3]
	[Review frequency that follows from the tier]



[bookmark: _Toc243486157]3. Governance and ownership
	Role
	Responsibility
	Name and team

	Model owner
	Answers for fitness for use, monitoring and the annual attestation
	[ ]

	Model developer
	Builds, tests and documents the model
	[ ]

	Independent validator
	Reviews the model with no part in its development
	[ ]

	Model user
	Applies the outputs in approved business, risk, finance or reporting processes
	[ ]

	Approving committee
	Approves use, conditions and exceptions
	[ ]

	Data owner
	Answers for the quality of source data
	[ ]



	Model inventory entry
	[Inventory ID and link]

	Independence statement
	[Confirm the validator did not develop or own the model]

	Approval route
	[Developer, owner, validator, committee, with dates]

	Review cycle
	[Review and monitoring frequency, consistent with applicable policy and model risk]



[bookmark: _Toc243486158]4. Data
[bookmark: _Toc243486159]4.1 Data sources
Record where each field came from, who owns it and when you extracted it. A reviewer must be able to repeat the extract.
	Source
	System
	Fields used
	Period
	Frequency
	Owner
	Extract date

	[Loan master]
	[Core banking]
	[Origination date, rate, balance, LTV]
	[ ]
	[Monthly]
	[ ]
	[ ]

	[Transaction history]
	[ ]
	[Repayments, closure date, closure reason]
	[ ]
	[ ]
	[ ]
	[ ]

	[Market rates]
	[Treasury system]
	[Reference and refinance rate]
	[ ]
	[ ]
	[ ]
	[ ]

	[Macro data, if used]
	[External]
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]



[bookmark: _Toc243486160]4.2 Population and observation window
Describe the population, observation unit and observation period. If panel or event-history data are used, explain their structure. Report the relevant population, observation and event counts.
	Observation window
	[Start month to end month]

	Unit of observation
	[Unit of observation, e.g. account-period or event]

	Loans in population
	[ ]

	Loan-months
	[ ]

	Prepayment events
	[ ]

	Training period
	[ ]

	Test period (out-of-time)
	[ ]



	Exclusion criterion
	Rule
	Loans excluded
	% of population

	[Defaulted before the window]
	[ ]
	[ ]
	[ ]

	[Staff loans]
	[ ]
	[ ]
	[ ]

	[ ]
	
	
	

	[ ]
	
	
	



[bookmark: _Toc243486161]4.3 Variable dictionary
List every variable the model or its tests use. State how you treat it and the sign you expect before you see results.
	Variable
	Definition
	Type
	Source
	Treatment (missing, outliers, transform)
	Expected sign

	Prepaid
	[Define the model target or event and its coding]
	Binary
	[ ]
	[ ]
	Target

	Incentive
	[Define the variable, unit and calculation]
	Continuous
	[ ]
	[ ]
	Positive

	Seasoning
	Loan age in months, ramped to a cap
	Continuous
	[ ]
	[ ]
	Positive

	LTV
	Loan-to-value at origination
	Continuous
	[ ]
	[ ]
	Negative

	Peak season
	1 in peak months, else 0
	Binary
	[ ]
	[ ]
	Positive

	[ ]
	
	
	
	
	

	[ ]
	
	
	
	
	



[bookmark: _Toc243486162]4.4 Data quality assessment
Run each test. Record the result, the threshold and the fix.
	Check
	Test
	Result
	Threshold
	Status
	Remediation

	Completeness
	[Share of missing values per variable]
	[ ]
	[ ]
	[Pass / Fail]
	[ ]

	Uniqueness
	[Duplicate loan-month rows]
	[ ]
	[ ]
	[ ]
	[ ]

	Validity
	[Values inside allowed ranges]
	[ ]
	[ ]
	[ ]
	[ ]

	Consistency
	[Closure date after origination date]
	[ ]
	[ ]
	[ ]
	[ ]

	Reconciliation
	[Balance total to general ledger]
	[ ]
	[ ]
	[ ]
	[ ]

	Timeliness
	[Extract date against reporting date]
	[ ]
	[ ]
	[ ]
	[ ]



[bookmark: _Toc243486163]4.5 Descriptive statistics
	How to complete
Summarise relevant variables using suitable descriptive statistics and visualisations. Illustrate important relationships, patterns over time, and any external data or series used by the model, where relevant. Briefly explain the key observations and their implications for the model.



[bookmark: _Toc243486164]4.6 Data limitations
[For example: no record of partial prepayments]
[For example: closure reason missing for part of the history]
[For example: only one rate cycle in the sample]
[bookmark: _Toc243486165]5. Prepayment definition
[bookmark: _Toc243486166]5.1 Prepayment event
Define prepayment in words a business user accepts. Then give the exact rule you apply to the data.
	Business definition
	[Full repayment of the outstanding balance before contractual maturity, from borrower funds or a refinance]

	Data rule
	[Closure date earlier than maturity, closure reason in the prepayment list and balance repaid in full]

	Partial prepayment
	[Included or excluded. If excluded, state how material it is and your plan for it]

	Excluded events
	[Default and write-off, restructure, transfer between products, death settlement, scheduled maturity]

	Penalty or fee treatment
	[Early settlement fees and how they enter the model]



[bookmark: _Toc243486167]5.2 Measures
	





SMM is the share of balance that prepays in a month. CPR states it as an annual rate. The model estimates a hazard for each loan and month. Portfolio SMM is the balance-weighted average of those hazards.
[bookmark: _Toc243486168]5.3 Competing risks and censoring
	Competing risks
	[How default, maturity and transfers are treated. For example: as censoring]

	Censoring
	[Rule for loans still alive at the end of the window]

	Time unit
	[Monthly]



[bookmark: _Toc243486169]6. Methodology
[bookmark: _Toc243486170]6.1 Approach overview
Summarise the approach in one paragraph. Then list the steps in order, so a reviewer follows the chain from data to forecast.
	Step
	Description
	Output

	1
	[Build the loan-month panel and the target]
	[Panel dataset]

	2
	[Explore drivers: age, incentive, seasonality, segment]
	[Charts and tables]

	3
	[Fit the baseline model: historical average]
	[Benchmark]

	4
	[Fit the statistical model: logistic hazard]
	[Coefficients]

	5
	[Fit the challenger: machine learning]
	[Benchmark and importance]

	6
	[Validate on out-of-time data and select]
	[Selected model]

	7
	[Forecast, project balances and cash flows]
	[ALM inputs]

	8
	[Stress, document, monitor]
	[Scenarios and monitoring pack]



[bookmark: _Toc243486171]6.2 Segmentation
Say how you split the book and why. Show the test behind each split.
	Segment
	Definition
	Rationale
	Evidence of different behaviour

	[ ]
	[ ]
	[ ]
	[For example: test of equal prepayment rates, chi-square p-value]

	[ ]
	
	
	

	[ ]
	
	
	



[bookmark: _Toc243486172]6.3 Driver selection
Give the rationale for each candidate driver and the expected direction, where meaningful. Treat the driver examples and signs below as illustrative hypotheses, not requirements; adapt or remove them based on the model's context and evidence. Record the drivers tested and excluded.
	Driver
	Economic rationale
	Expected sign
	Evidence
	Included?

	Rate incentive
	Borrowers refinance when a new loan costs less
	Positive
	[ ]
	[Yes]

	Seasoning
	New loans rarely prepay. Speed builds with age
	Positive
	[ ]
	[Yes]

	LTV
	High LTV makes refinancing harder
	Negative
	[ ]
	[Yes]

	Seasonality
	Bonus and year-end cash lift prepayment
	Positive
	[ ]
	[Yes]

	Loan size
	[ ]
	[ ]
	[ ]
	[ ]

	Macro variables
	[For example: unemployment, house prices]
	[ ]
	[ ]
	[ ]



[bookmark: _Toc243486173]6.4 Model specification and estimation
	




	Model form
	[Model form and estimation approach]

	Estimation method
	[Maximum likelihood]

	Software and version
	[Software, version and relevant dependencies]

	Refinance spread
	[Value and how you set it]

	Seasoning treatment
	[Ramp to a cap of N months]

	Sample design
	[Training months, test months, why this split]

	Weighting
	[Unweighted or balance-weighted]



[bookmark: _Toc243486174]6.5 Baseline and challenger models
	Model
	Description
	Purpose
	Outcome

	Baseline
	[Historical average prepayment rate by age group]
	Sets the benchmark the drivers must beat
	[ ]

	Statistical model
	[Logistic hazard]
	Primary candidate
	[ ]

	Challenger
	[Gradient boosting, settings]
	Tests for structure the main model misses
	[ ]

	[ ]
	
	
	



[bookmark: _Toc243486175]6.6 Assumptions register
Record each assumption, why you made it and how far the output moves if it is wrong.
	ID
	Assumption
	Rationale
	Evidence
	Sensitivity
	Owner
	Review date

	A1
	[Refinance spread is constant]
	[ ]
	[ ]
	[Effect of ±25bp]
	[ ]
	[ ]

	A2
	[Forward rates are flat over the forecast]
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	A3
	[Prepaid cash is not reinvested in the projection]
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	[ ]
	
	
	
	
	
	

	[ ]
	
	
	
	
	
	



[bookmark: _Toc243486176]6.7 Expert judgement and overlays
Log every adjustment that rests on judgement. Name the approver and set an expiry date.
	ID
	Judgement or overlay
	Reason
	Size of effect
	Approved by
	Expiry

	[ ]
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	[ ]
	
	
	
	
	



[bookmark: _Toc243486177]6.8 Alternatives considered
List what you considered and why you did not choose it.
	Alternative
	Why you considered it
	Why you did not choose it

	[Survival analysis (Cox)]
	[ ]
	[ ]

	[Segment average CPR by lookup]
	[ ]
	[ ]

	[ ]
	
	



[bookmark: _Toc243486178]7. Estimation results
Introduce the table in two sentences. Show the coefficients. Then explain each driver in plain language and say whether its sign matches 6.3.
	Driver
	Coefficient
	Std error
	p-value
	Odds ratio
	Expected sign
	Consistent?

	Intercept
	[ ]
	[ ]
	[ ]
	[ ]
	n/a
	n/a

	Incentive
	[ ]
	[ ]
	[ ]
	[ ]
	Positive
	[ ]

	Seasoning
	[ ]
	[ ]
	[ ]
	[ ]
	Positive
	[ ]

	LTV
	[ ]
	[ ]
	[ ]
	[ ]
	Negative
	[ ]

	Peak season
	[ ]
	[ ]
	[ ]
	[ ]
	Positive
	[ ]



	Fit statistic
	Value

	Loan-months used
	[ ]

	Prepayment events
	[ ]

	Log-likelihood
	[ ]

	Pseudo R²
	[ ]

	AIC
	[ ]



[bookmark: _Toc243486179]7.1 Interpretation
[Rate incentive: say what one extra point does to the odds of prepaying]
[Seasoning]
[LTV]
[Seasonality]
[bookmark: _Toc243486180]7.2 Driver importance
Describe appropriate diagnostics for driver contribution or model behaviour, where relevant. Explain the method, data used and limitations; distinguish contribution or dependence from direction or causality.
	Driver
	AUC points lost: statistical model
	AUC points lost: challenger

	Incentive
	[ ]
	[ ]

	Seasoning
	[ ]
	[ ]

	LTV
	[ ]
	[ ]

	Peak season
	[ ]
	[ ]

	[ ]
	
	



[bookmark: _Toc243486181]8. Validation and performance testing
[bookmark: _Toc243486182]8.1 Testing framework
Define and approve test methods, metrics and thresholds before testing. Tailor them to the model, intended use, data and applicable policy; explain their rationale and report all results, including failures.
	Test
	Purpose
	Metric
	Threshold
	Result
	Status

	Discrimination
	Does the model distinguish or rank outcomes appropriately, if relevant?
	[Appropriate discrimination or ranking measure, if relevant]
	[Set a justified, use-appropriate discrimination threshold, if applicable]
	[ ]
	[ ]

	Calibration
	Are model outputs sufficiently consistent with observed outcomes?
	[Appropriate calibration or fit diagnostic, if relevant]
	[Set a justified calibration tolerance, if applicable]
	[ ]
	[ ]

	Backtest
	Does performance remain appropriate over the relevant period?
	[Appropriate backtest or outcome comparison over time]
	[Set a justified backtesting tolerance, if applicable]
	[ ]
	[ ]

	Out-of-time
	Does it perform adequately on an appropriate holdout or out-of-sample set?
	[Relevant metrics on a suitable holdout or out-of-sample period]
	[As above]
	[ ]
	[ ]

	Stability
	Have relevant inputs, outcomes or populations changed materially?
	[Appropriate input, outcome or population stability measure]
	[Set model-specific stability thresholds and action levels]
	[ ]
	[ ]

	Coefficient stability
	Do estimates hold across samples?
	Refit on sub-periods
	[Set model-specific acceptance criteria and explain their rationale]
	[ ]
	[ ]

	Benchmark
	Does it beat the alternatives?
	Baseline and challenger
	[Define the relevant benchmark and acceptance criterion]
	[ ]
	[ ]

	Sensitivity
	How far does output move with each assumption?
	CPR change for each assumption
	[Set a justified sensitivity criterion, if applicable]
	[ ]
	[ ]



[bookmark: _Toc243486183]8.2 Out-of-time design
	Training months
	[ ]

	Test months
	[ ]

	Why this split
	[A random split lets the model see the future. An out-of-time split copies real use: fit on the past, forecast the future]

	Regime in the test period
	[For example: rates fell below the training range]



[bookmark: _Toc243486184]8.3 Results
	How to complete
For each test, write two sentences. Show the table or chart. Then say what it means. Include the main evidence for each test, such as calibration, backtest, stability and model comparison results.



[bookmark: _Toc243486185]8.4 Independent validation
	Validator and date
	[ ]

	Scope
	[Data, method, implementation, performance, governance]

	Overall opinion
	[Fit for use / Fit with conditions / Not fit]



	ID
	Finding
	Rating
	Management response
	Due date
	Status

	V1
	[ ]
	[High / Medium / Low]
	[ ]
	[ ]
	[Open / Closed]

	[ ]
	
	
	
	
	

	[ ]
	
	
	
	
	



[bookmark: _Toc243486186]8.5 Model selection decision
State the model-selection criteria before reviewing results. Apply criteria appropriate to the intended use, including relevant performance, calibration, stability, interpretability, implementation and governance considerations. Explain trade-offs and the rationale for the decision.
	Rule applied
	[ ]

	Selected model
	[ ]

	Reason
	[ ]

	Refit
	[Final model refit on all data. State the sample]



[bookmark: _Toc243486187]9. Implementation and use
[bookmark: _Toc243486188]9.1 Forecasting and projection process
Explain how model outputs are transformed into the forecasts, exposures or cash flows used downstream. State relevant assumptions, aggregation steps and treatment of scheduled and unscheduled events.
	






	Step
	Description
	Inputs
	Outputs

	1
	[Take the loan snapshot at the reporting date]
	[ ]
	[ ]

	2
	[Update age, incentive and season each month]
	[ ]
	[ ]

	3
	[Predict the hazard]
	[ ]
	[ ]

	4
	[Project balances and cash flows]
	[ ]
	[ ]

	[ ]
	
	
	



[bookmark: _Toc243486189]9.2 Outputs and downstream use
	Output
	Format
	Consumer
	Frequency

	[Monthly prepayment cash flows]
	[ ]
	[Liquidity]
	[Monthly]

	[Behavioural balance run-off]
	[ ]
	[IRRBB]
	[ ]

	[Option cost]
	[ ]
	[FTP]
	[ ]

	[ ]
	
	
	



[bookmark: _Toc243486190]9.3 Systems, code and reproducibility
	Code repository
	[Link, branch, commit or release tag]

	Language and libraries
	[Languages, software, libraries and versions used in implementation]

	Environment
	[Where it runs and how you rebuild it]

	Random seeds
	[Fixed and recorded]

	Run time and schedule
	[ ]

	Reproducibility test
	[Date, who, result. A second person reran the model and matched the outputs]



[bookmark: _Toc243486191]9.4 Controls
	Control
	Description
	Type
	Owner
	Evidence

	Input validation
	[Row counts, ranges and missing values checked before each run]
	Preventive
	[ ]
	[ ]

	Reconciliation
	[Opening balance agrees to the general ledger]
	Detective
	[ ]
	[ ]

	Output reasonableness
	[CPR sits within a set band of last period]
	Detective
	[ ]
	[ ]

	Four-eyes review
	[A second person signs each run]
	Preventive
	[ ]
	[ ]

	Override log
	[Every manual override recorded with reason, size, approver and expiry]
	Detective
	[ ]
	[ ]



[bookmark: _Toc243486192]10. Scenarios and stress testing
Define each scenario, its rationale and the decision it informs. Select stresses relevant to the model's purpose, portfolio, key drivers and risk profile; explain how scenarios are calibrated and note material limitations. Scenario labels and values shown below are illustrative; adapt or remove them.
	Scenario
	Definition
	Rationale
	Used in

	Base
	[Current forward curve]
	[ ]
	[ ]

	High CPR
	[Hazard × 1.5]
	[ ]
	[ ]

	Low CPR
	[Hazard × 0.5]
	[ ]
	[ ]

	Rates down
	[Relevant scenario and calibrated shock, if applicable]
	[ ]
	[ ]

	Rates up
	[Relevant scenario and calibrated shock, if applicable]
	[ ]
	[ ]

	[ ]
	
	
	



	Scenario
	[Relevant model measure, horizon and units]
	Cash inflow, relevant horizon (currency and scale)
	[Relevant income or expense measure, horizon and units]
	Value (currency and scale)
	[Relevant output (currency and scale)]

	Base
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	High CPR
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	Low CPR
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	Rates down
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]

	Rates up
	[ ]
	[ ]
	[ ]
	[ ]
	[ ]



Interpret the results for the decisions and risk measures relevant to the model. Identify material effects, relate them to applicable limits or escalation processes, and discuss reverse stress testing where relevant.
[bookmark: _Toc243486193]11. Limitations and risks
Reviewers read this section first. State each limitation plainly, what it does to the outputs and the control that contains it.
	ID
	Limitation
	Effect on outputs
	Likelihood
	Mitigation or compensating control
	Owner

	L1
	[For example: full prepayment only. Partial prepayment is not modelled]
	[Prepayment speed understated by about X]
	[High / Medium / Low]
	[ ]
	[ ]

	L2
	[For example: one rate cycle in the sample]
	[ ]
	[ ]
	[ ]
	[ ]

	L3
	[For example: refinance spread held constant]
	[ ]
	[ ]
	[ ]
	[ ]

	[ ]
	
	
	
	
	

	[ ]
	
	
	
	
	



[bookmark: _Toc243486194]12. Ongoing monitoring
	Metric
	Definition
	Frequency
	Green
	Amber
	Red
	Owner

	[Monitoring metric]
	[Definition and calculation]
	[Monitoring frequency]
	[Set]
	[Set]
	[Set]
	[ ]

	[Outcome or trend measure]
	[Definition and comparison]
	[Monitoring frequency]
	[ ]
	[ ]
	[ ]
	[ ]

	[Input, outcome or population stability metric]
	[Definition, population and reference period]
	[Monitoring frequency]
	[Set]
	[Set]
	[Set]
	[ ]

	[Performance measure, if relevant]
	[Metric and evaluation window]
	[Monitoring frequency]
	[ ]
	[ ]
	[ ]
	[ ]

	[Overrides or adjustments, if relevant]
	[Relevant count or impact measure]
	[Monitoring frequency]
	[ ]
	[ ]
	[ ]
	[ ]



[bookmark: _Toc243486195]12.1 Escalation and response
	Status
	Action
	By whom
	Within

	Green
	Record the outcome and take the action specified in the monitoring procedure
	[Model owner]
	[Within policy timeframe]

	Amber
	Investigate the cause, assess impact and escalate in accordance with applicable policy
	[Model owner]
	[Policy timeframe]

	Red
	Escalate under the applicable governance process and determine the appropriate response
	[Model owner]
	[Policy timeframe]



[bookmark: _Toc243486196]12.2 Recalibration and redevelopment triggers
[Define model-specific performance or monitoring triggers and required persistence]
[Define applicable drift, outcome or combined triggers and justify thresholds]
A material change in the portfolio, process, data, environment or intended use
A material change in relevant inputs or conditions outside the range represented in development data, where applicable
[Any other trigger]
[bookmark: _Toc243486197]12.3 Monitoring report
Attach the latest monitoring pack. It holds predicted against actual by month, the traffic lights, the drift table and the action log.
[bookmark: _Toc243486198]13. Model lifecycle and change management
	Type of change
	Examples
	Approval needed
	Re-validation

	Parameter refresh
	Refit on new data with the same specification
	[Model owner]
	[Light review]

	Specification change
	New driver, new segment, new method
	[Approving committee]
	[Full validation]

	Scope extension
	New product or new use of the output
	[Approving committee]
	[Full validation]

	Retirement
	Model replaced or product closed
	[Approving committee]
	[Archive documentation]



	Periodic review
	[Frequency and date of the next review]

	Document retention
	[Where this document, the code and the data extracts are archived, and for how long]



[bookmark: _Toc243486199]Appendix A. Minimum content checklist
Complete this before sign-off. Every line reads Yes or Not applicable, with a reason for the latter.
	#
	Minimum requirement
	Section
	Complete (Yes / No / N/A)
	Reviewer comment

	1
	Model purpose and decisions supported
	2.1
	
	

	2
	In-scope and out-of-scope portfolio, quantified
	2.2
	
	

	3
	Regulatory and policy references
	2.3
	
	

	4
	Intended use and restrictions
	2.4
	
	

	5
	Risk tier and materiality
	2.5
	
	

	6
	Owner, developer, validator and approver named
	3
	
	

	7
	Data sources, period and extract date recorded
	4.1
	
	

	8
	Population and exclusions quantified
	4.2
	
	

	9
	Variable dictionary with treatment and expected sign
	4.3
	
	

	10
	Data quality tests with results and fixes
	4.4
	
	

	11
	Descriptive statistics and data limitations
	4.5, 4.6
	
	

	12
	Prepayment event, partial prepayment, competing risks and censoring defined
	5
	
	

	13
	Segmentation rationale and test
	6.2
	
	

	14
	Driver hypotheses and evidence
	6.3
	
	

	15
	Specification, estimation method and software versions
	6.4
	
	

	16
	Baseline and challenger models
	6.5
	
	

	17
	Assumptions register with sensitivity
	6.6
	
	

	18
	Expert judgement and overlays approved and logged
	6.7
	
	

	19
	Estimation results with interpretation
	7
	
	

	20
	Discrimination, calibration, backtest and stability results against thresholds
	8.1
	
	

	21
	Out-of-time design and result
	8.2, 8.3
	
	

	22
	Independent validation scope, findings and responses
	8.4
	
	

	23
	Model selection rule and decision
	8.5
	
	

	24
	Forecast mechanics, outputs and downstream use
	9.1, 9.2
	
	

	25
	Code, environment and reproducibility test
	9.3
	
	

	26
	Controls, override log and change log
	9.4
	
	

	27
	Stress scenarios and results
	10
	
	

	28
	Limitations register with controls
	11
	
	

	29
	Monitoring metrics, thresholds, escalation and triggers
	12
	
	

	30
	Lifecycle, change types and approvals
	13
	
	

	31
	Sign-off complete
	Document control
	
	



[bookmark: _Toc243486200]Appendix B. Supporting output
	How to complete
Attach the files the model relies on, such as the full estimation output, the final specification and parameters, and the validation workbook. Number each one and list it here.



	Ref
	Attachment
	File name and location

	B1
	[Full estimation output]
	[ ]

	B2
	[Validation workbook]
	[ ]

	B3
	[Monitoring pack template]
	[ ]

	[ ]
	
	



[bookmark: _Toc243486201]Appendix C. Glossary
	Term
	Meaning

	SMM
	Single monthly mortality. The share of balance that prepays in a month.

	CPR
	Conditional prepayment rate. An annualised prepayment measure; define the calculation and conventions used by this model:


	Hazard
	The probability that a live loan prepays in a given month.

	Survival probability
	The probability that a loan is still alive at a given month.

	Seasoning
	The effect of time since origination or another relevant starting point; the relationship should be established for the model's population.

	Rate incentive
	A measure of the economic or pricing incentive to refinance or otherwise prepay, defined consistently with the model.

	Censoring
	A loan still alive at the end of the window. Its prepayment time is not yet known.

	Competing risk
	Another way the loan ends, such as default. It removes the loan from prepayment risk.

	AUC, Gini
	Measures of how well a model ranks loans. AUC of 0.5 is chance. The Gini coefficient is:


	Calibration
	Whether predicted rates match actual rates, by risk group.

	PSI
	Population stability index. Measures how far a driver has moved from the training data.

	Out-of-time test
	A test on months after the training period, as in real use.

	EVE, NII
	Economic value of equity and net interest income. The two IRRBB measures.

	FTP
	Funds transfer pricing. Charges each product for the funding and option cost it uses.

	Option cost
	Value the bank gives up because borrowers hold the right to repay early.

	Overlay
	A documented adjustment to model output, based on expert judgement.



[bookmark: _Toc243486202]Appendix D. References
Illustrative reference—retain only if applicable: Basel Committee on Banking Supervision, Interest rate risk in the banking book.
Illustrative reference—retain only if applicable: IFRS 9 Financial Instruments.
Illustrative reference—retain only if applicable: SR 11-7, Supervisory guidance on model risk management.
[Local regulator directive or guidance note]
[Internal model risk management policy and version]
[Internal ALM and FTP policy and version]
