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D C G Outlook and Rate Forecast

DARLING CONSULTING GROUP

“It's tough to make predictions, B o
especially about the future.” :

— Yogi Berra
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D’C’G Fed Funds Rate Rising Fastest Ever In Modern Banking

DARLING CONSULTING GROUP
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DCG The Yield Curve “JOURNEY” last 12 months

DARLING CONSULTING GROUP
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D-C-(5 What's the Yield Curve Signhaling?

DARLING CONSULTING GROUP

FRED w = 10-Year Treasury Constant Maturity Minus 3-Month Treasury Constant Maturity
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2023-01-05: -0.95 (+ more)
Updated: Jan 5. 2023
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DARLING CONSULTING GROUP :
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DCG Today’s Agenda

DARLING CONSULTING GROUP
‘ Current Market Realities, Trends & Forecasts
. Liquidity Measurement & Management
Risk Monitoring & Contingency Funding
Plan
‘ Stress Testing Considerations
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Establishing a Total Liquidity Solution &
Action Plan




Liquidity Shifting

* *

DARLING LTING GROUP
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- Deposit Contraction Last 6 months
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Deposits360°® Month-Over-Month Growth Rates (Banks & Credit Unions)
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NMD Balance Forecast
Deposits360°® Analytics

NMD Balance History & Forecast
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D-C-G Deposit Contraction Will Continue Through 2023

DARLING C

o B e et

Year1 | Year2 = Year3
Y43% ¥1.4% A0.1%

Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23 Jan-24 Jan-25

E— Total Deposits Balance =~ = == Total Deposits Proj
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»  Forecast derived from Deposits360°® - Industry NMD Rates above are balance weighted averages and do not include any outlier removal
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DCG Liquidity Risk Under the Microscope in 2023

DARLING CONSULTING GROUP

NCUA's 2023 Supervisory Priorities

. = g . . [ PRO |
Liquidity Risk Funding pressure a theme for S%FCaritalld
community banks across US

RISING INTEREST RATES ARE CAUSING
SIGNIFICANT INVESTMENT PORTFOLIO
DEPRECIATION

< Office of the
Comptroller of the Currency
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Your Goals: Be Prepared!

Educate Defend

© 2023 Darling Consulting Group, Inc.



D-C-G

DARLING CONSULTING GROUP

Examiner Focus

On-Balance Sheet Liquidity
The development of a Category 1 minimum
liquidity (cash and short-term investments)
parameter should align with the Board's risk
tolerance and Credit Union's risk profile and be
supported by management's estimates of
liquidity needs during periods of stress.

NCUA 13-CU-10 “A simple rule of thumb is to
identify the largest liquidity outflow your
credit union has ever experienced and how
long it persisted.”

Risk Monitoring
Reuvisit your Liquidity Policy and Contingency
Funding Plan and develop specific liquidity
metrics that are quantifiable and convey your
tolerance for liquidity risk... developing a
liquidity dashboard would be beneficial in
documenting and tracking them for
management and the ALCO

© 2023 Darling Consulting Group, Inc.
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D-C-G

DARLING CONSULTING GROUP

Examiner Focus

Cash Flow Forecasting
Forecast liquidity based on budget and
strategic initiatives. Understanding source so
volatility in cash flows will help to anticipate
shortfalls and plan for contingencies

Contingency Funding Plan
Develop a written CFP commensurate with its
complexity, risk profile, and scope of
operations that sets out strategies for
addressing liquidity shortfalls in emergency
situations

Stress Testing
Management should apply various stressors
such as share runoff, asset quality
deterioration, loss of borrowing capacity, and
draws on off-balance sheet assets. Ability to
remediate the stress event should
subsequently be evaluated. Comprehensive
stress testing, particularly given elevated IRR
and increasing unrealized losses on securities,
will be beneficial in early identification of
liquidity shortfalls. This reporting should be
made available to the BOD.

© 2023 Darling Consulting Group, Inc.
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D-C-G

DARLING CONSULTING GROUP

1. Define Cash Minimum

2. Establish Total Liquidity Process & Policies

3. Have a Strong Contingency Funding Plan

4. Build Dynamic Liquidity Forecast

5.  Stress Test In Accordance With Current Environment

6. Develop Remediation Scenarios (very important, don’t leave out)

7. Establish a Diverse Risk Monitoring Process

© 2023 Darling Consulting Group, Inc.

Action Plan
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ESTABLISHING A TOTAL LIQUIDITY SOLUTION

© 2023 Darling Consulting Group, Inc. Page 17 ‘



5 Key Questions We Need to Answer to Drive Strategy

¢ How Much Liquidity Do We Have?

¢ How Much Liquidity Do We Need?

¢ How Much Do We Want to Pay for that Liquidity?

¢ How Much Exposure Do We Have to Changes in Rates?

¢ Are We Being Paid Adequately for the Risks We Take?

© 2023 Darling Consulting Group, Inc. Page 18 A



D C G Traditional Measures

DARLING CONSULTING GROUP

Theory vs. Practice:
Does the Definition Fit?

Wholesale
Funding
Reliance

The Ability to Raise
Cash, Quickly, at a
Reasonable Cost and

Without Principal
Loan/Shares Loss

Cash + Short-
term
Investments

© 2023 Darling Consulting Group, Inc. Page 19



LIQUID ASSETS & TOTAL LIQUIDITY SOLUTION

© 2023 Darling Consulting Group, Inc. Page 20 ‘



D-C-G

DARLING CONSULTING GROUP

Redefining Liquid Assets

Basic Surplus: Liquid Assets

I. LIQUID ASSETS
TOTAL ASSETS = $500,000
Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)

‘ 35,000

UST & Agency

Security Collateral

MBS / CMOs

Agency Backed Municipal

> Cash + ST Investments/Assets
Shortfalls:

Collateral Value 90%
Total Market Value of Securities 0 ‘/ FO FCGS tO h O I d m O re Ca S h
Less Securities Pledged to: .
, FHLB 0 v’ Could increase IRR exposure to
Fed Discount/Other Secured 0
Wholesale Repos 0 1
Retail Repos/Sweeps 0 falllng rates
Municipal Deposits ° | v Focuses more on cash flow vs.
Available / U bered S ity Coll | 0 H H
vailable / Unencumbere ecurity Collatera COIIateraI (needlng tO Walt .I:or
Unencumbered Security Collateral 58,000 CaSh tO Com e d u e)
Over Collateralized Securities Pledging Position 9MM> unrealized loss 0 .
? v’ Ultimately can hurt NIl
Government Guaranteed Loans 0
Cash flow (< 30 Days) from Securities not listed above 0
Pct. Of
Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.) 0 Assets
TOTAL LIQUID ASSETS 93,000

© 2023 Darling Consulting Group, Inc.

18.6%
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Basic Surplus

		33,000		218,000		243,000		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								35,000												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												40,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												38,000												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								58,000																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								93,000																								18.6%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,500

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,500																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																55,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								60,000

																																																																								BASIC SURPLUS				33,000												6.6%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						300,000

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						115,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								185,000

																																																																								BASIC SURPLUS W/ FHLB				218,000												43.6%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								25,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								25,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				243,000												48.6%






DCG Redefining Liquid Assets

DARLING CONSULTING GROUP

I. LIQUID ASSETS

TOTAL ASSETS = $500,000
Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations) 10,000
Collateral-Based Approach
UST & Agency MBS /| CMOs ‘/ oy
Security Collateral Agency Backed unicipal FOCUSES on ablllty tO daCcess CaSh
Collateral Value 100% 95% 90% .
Total Market Value of Securities 20,000 65,000 0 qu |ckIy
Less Securities Pledged to: . . . e e .
FHLB 0 0 o | v Optimizes liquidity yield
Fed Discount/Other Secured 0 0 0
Wholesale Repos 0 0 0
Retail Repos/Sweeps 0 0 0
Muricial Deposis 0 0 0 v" Increases overall Liquidity
er
Available / Unencumbered Security Collateral 20,000 61,750 0
Unencumbered Security Collateral 81,750
Over Collateralized Securities Pledging Position 0
Government Guaranteed Loans 0
Cash flow (< 30 Days) from Securities not listed above 0
Pct. Of
Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.) 0 Assets ,
What’s comfort level for
TOTAL LIQUID ASSETS 91,750 18.4% e OUF CU?

© 2023 Darling Consulting Group, Inc. Page 22 ‘



Basic Surplus

		33,000		218,000		243,000		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								35,000												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												40,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												38,000												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								58,000																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								93,000																								18.6%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,500

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,500																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																55,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								60,000

																																																																								BASIC SURPLUS				33,000												6.6%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						300,000

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						115,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								185,000

																																																																								BASIC SURPLUS W/ FHLB				218,000												43.6%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								25,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								25,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				243,000												48.6%





Basic Surplus (2)

		31,750		216,750		241,750		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								10,000												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												65,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												61,750												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								81,750																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								91,750																								18.4%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,500

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,500																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																55,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								60,000

																																																																								BASIC SURPLUS				31,750												6.4%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						300,000

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						115,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								185,000

																																																																								BASIC SURPLUS W/ FHLB				216,750												43.4%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								25,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								25,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				241,750												48.4%






Total Liquidity Focus

* *

DARLING CONSULTING GROUP

Basic Surplus: Total Liquidity

Il. SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES

Maturing Unsecured Liabilities (< 30 Days) 0
Deposit Coverages
25% of Regular CDs Maturing < 30 Days 2,000
30% of Jumbo CDs Maturing < 30 Days 6.0% 2,000 Rese rve ba se d on
10% of Other Deposits of Total Deposits 32,000 < ) )
funding concentrations
TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES 36,000
BASIC SURPLUS 57,000 11.4%
Ill. QUALIFYING FHLB LOAN COLLATERAL
A. Maximum Borrowing Line at FHLB (Up to 50% of Assets) < 175,000
B. Qualifying Loan Collateral at the FHLB (net of haircut) 105,000
C. Excess Loan Collateral (if A < B) Ava i I a b | e bo I’I’OWi ng
Maximum Borrowing Capacity (Lesser of A or B) 105,000 _ H
Collateral Currently Encumbered by Outstanding Advances/Letters of Credit 20,000 ~ Ca pa Clty VS . W h O | esa | e
REMAINING FHLB LOAN BASED BORROWING CAPACITY 85,000 re | ia nce
BASIC SURPLUS W/ FHLB 142,000 28.4%
Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets) 50,000 P .
Current Brokered Deposit Balances 15,000 ~ N O n - M e m b e r C D Ca pa C | ty
REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS 35,000
BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS 177,000 35.4%
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Strategy: Shift Cash/Investments into Loans

* *

DARLING SULTING G

TOTAL ASSETS = $500,000
Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations) 0|
UST & Agency MBS /CMOs
Security Collateral Agency Backed Municipal
Collateral Value 100% 95% 90%.
Total Market Value of Securities 20,000 40,000 0 H . . {oaj: H 124
0 0 0 Shifting cash into loans reduces “liquid” assets
Fed Discount/Other Secured 0 0 0 . .
: : : but des high ds of 200-300b
Relai Ropos/Sweps 0 0 0 ut proviaes nigner spreaads o - PS
Municipal Deposits 0 0 0
Other 0 0 0 . . . . . . .
vable / Unencumbered Secury Collaera 2000 %600 o with minimal im pact to Tota | Li qui d ity
Unencumbered Security Collateral 58,000
Over Collateralized Securities Pledging Position 0|
Government Guaranteed Loans 0
Cash flow (< 30 Days) from Securities not listed above 0|
Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.) 0|
TOTAL LIQUID ASSETS 58,000
Ill. QUALIFYING FHLB LOAN COLLATERAL

A. Maximum Borrowing Line at FHLB (Up to 50% of Assets) 175,000
B. Qualifying Loan Collateral at the FHLB (net of haircut) 131,250
C. Excess Loan Collateral (if A < B)

Maximum Borrowing Capacity (Lesser of A or B) 131,250

Collateral Currently by O ing etters of Credit 20,000
REMAINING FHLB LOAN BASED BORROWING CAPACITY 111,250

BASIC SURPLUS W/ FHLB 133,250 26.7%
IV. BROKERED DEPOSIT ACCESS
Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets) 50,000
Current Brokered Deposit Balances 15,000
REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS 35,000
BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS 168,250 33.7%
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Basic Surplus

		22,000		133,250		168,250		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								0												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												40,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												38,000												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								58,000																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								58,000																								11.6%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,000

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,000																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																32,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								36,000

																																																																								BASIC SURPLUS				22,000												4.4%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)																																																						175,000

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)																																																						131,250

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						131,250

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						20,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								111,250

																																																																								BASIC SURPLUS W/ FHLB				133,250												26.7%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								15,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								35,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				168,250												33.7%





Basic Surplus (2)

		31,750		216,750		241,750		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								10,000												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												65,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												61,750												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								81,750																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								91,750																								18.4%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,500

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,500																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																55,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								60,000

																																																																								BASIC SURPLUS				31,750												6.4%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						300,000

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						115,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								185,000

																																																																								BASIC SURPLUS W/ FHLB				216,750												43.4%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								25,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								25,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				241,750												48.4%






Basic Surplus

		22,000		133,250		168,250		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								0												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												40,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												38,000												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								58,000																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								58,000																								11.6%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,000

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,000																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																32,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								36,000

																																																																								BASIC SURPLUS				22,000												4.4%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)																																																						175,000

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)																																																						131,250

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						131,250

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						20,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								111,250

																																																																								BASIC SURPLUS W/ FHLB				133,250												26.7%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								15,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								35,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				168,250												33.7%





Basic Surplus (2)

		31,750		216,750		241,750		I.  LIQUID ASSETS																																																																																																																OTHER LIQUIDITY ITEMS

		383849.23559						TOTAL ASSETS =														$500,000																																																																																																																Mkt Value														Pledged										Available

								Overnight Funds Sold & Short-Term Investments (avg. balance, if wide daily fluctuations)																																																								10,000												TOTAL ASSETS =																500,000																												Corporate Securities																0												0										0

																																																																																																																								Municipal Securities																0												0										0

																																						UST & Agency												MBS / CMOs																																																																						Equity Securities																0												0										0

								Security Collateral																																										Agency Backed												Municipal																																																										Other																0												0										0

																								Collateral Value																100%												95%												90%

										Total Market Value of Securities																												20,000												65,000												0																																																										UNSECURED BORROWING LINES

										Less Securities Pledged to:																																																																																																																														Line								Outstanding														Available

																																FHLB								0												0												0																																																								Fed Funds Lines																0												0										0

																																Fed Discount/Other Secured								0												0												0

																																Wholesale Repos								0												0												0																																																								SECURED BORROWING LINES

																																Retail Repos/Sweeps								0												0												0																																																																								Line								Outstanding														Available

																																Municipal Deposits								0												0												0																																																								Fed BIC Lines																0												0										0

																																Other								0												0												0																																																								Fed Discount/Other																0												0										0

								Available / Unencumbered  Security Collateral																														20,000												61,750												0																																																										Total																0												0										0

								Unencumbered Security Collateral																																																								81,750																																																																																																% of Assets

								Over Collateralized Securities Pledging Position																																																								0																																																																																																% of Assets

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Government Guaranteed Loans																																																								0

																																																																																																																								No Change to Basic Surplus																														N/A										N/A

								Cash flow (< 30 Days) from Securities not listed above																																																								0

																																																																																								Pct. Of Assets																																No Change to Basic Surplus																														N/A										N/A

								Other Liquid Assets (Int. Bearing Deposits, MM Mutual Funds, etc.)																																																								0

								TOTAL LIQUID ASSETS																																																								91,750																								18.4%

								II.  SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																																																																																AVAILABLE BORROWING CAPACITY (PER POLICY)

								Maturing Unsecured Liabilities (< 30 Days)																																																								0																																																								Max Borrowing Capacity (Policy Limit of 25% of Assets)

								Deposit Coverages																																																																																																																Current Outstanding Borrowings (Exc. Sweeps/Ret. Repos)

								25%				of Regular CDs Maturing < 30 Days																																																				2,500

								30%				of Jumbo CDs Maturing < 30 Days																																						6.0%														2,500																																		Policy Limits (Min.)																						Available Policy Authorized Borrowing Capacity

								10%				of Other Deposits																																				of Total Deposits																55,000

																																																																																																Well Capitalized										< Well Capitalized

																																																																																																																								OTHER NOTES

								TOTAL SHORT TERM / POTENTIALLY VOLATILE LIABILITIES & COVERAGES																																																								60,000

																																																																								BASIC SURPLUS				31,750												6.4%

								III. QUALIFYING FHLB LOAN COLLATERAL

								A.		Maximum Borrowing Line at FHLB (Up to 50% of Assets)

								B.		Qualifying Loan Collateral at the FHLB (net of haircut)

								C.		Excess Loan Collateral (if A < B)

										Maximum Borrowing Capacity (Lesser of A or B)																																																						300,000

										Collateral Currently Encumbered by Outstanding Advances/Letters of Credit																																																						115,000

								REMAINING FHLB LOAN BASED BORROWING CAPACITY																																																								185,000

																																																																								BASIC SURPLUS W/ FHLB				216,750												43.4%

								IV. BROKERED DEPOSIT ACCESS

								Maximum Board Authorized Brokered Deposit Capacity (10% of Total Assets)																																																								50,000

								Current Brokered Deposit Balances																																																								25,000

								REMAINING CAPACITY TO UTILIZE BROKERED DEPOSITS																																																								25,000

																																																																								BASIC SURPLUS W/ FHLB & BROKERED DEPOSITS				241,750												48.4%






DCG Wholesale Funds vs. Deposits

DARLING CONSULTING GROUP

NEW DEPOSITS WHOLESALE
RELATIONSHIPS? Potentially No
PROTECTION? Insurance Collateral
AVAILABLE IN BULK? At a Price Yes
COST ? Rate + Cost of Conversion Coupon
TERMS DETERMINED BY... Member of CU Credit Union

“Wholesale Funds can be a Stable Source of Core Funds”
Terms Are Determined by You, Not the Depositor!!!

© 2023 Darling Consulting Group, Inc. Page 25 ‘



S75MM Cash to Mortgages @6.50% next 6 months

* *

DARLING CONSULTING GROUP

Impact to Liquidity?

Quarterly Net Interest Income (NII) Projections

Quarterly Net Interest Income (NII) Projections

90,800
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
° 79.375
- o
.f' °/o
o _° / ./
A2 Pe'd
/';/ 67,950 ,; AL
o o
’ 51 0 Gy
ZJ .-—0"‘"'@/ € }7 ._.o--o"®#.
_._._@_._._._@_079 ° 56.525 ~ ’.A\o-‘@'
o—* TelUiC et S IR
Crealll el Ot S o) IR ter )
<:/ ~..-"\--.}‘. /./. <./\ C~.__\’Q}-—. ./.
e O ~ e -
10191 45,100 T e—<irt
33,675
cd dodrdodgrdeddde e o rdodgrdddgsdodgrdoded
=i= Up 400BP 24M <= Up 2008BP Base <= Down 1008P =i= Up 400BP 24M <= Up 200BP Base <D= Down 100BP
Y1 Y2 Y3 4 Y5 Y1 Y2 Y3 Y4 Y5 Y1 Y2 V3 Y4 Y5
UP 400BP 24M 198,623 189,508 191954 237,531 294984 2640 3483 3302 3264 3260 195983 186026 188652 234267 291,724
197991 201,763 213,491 245653 284883 2639 3568 3529 3537 3556f 195351 198195 209962 242,116 281327
BASE 212176 225837 233,093 249733 270,150 2698 3761 3751 3749 3749 | 209477 222076 229342 245984 266401
DOWN 100BP 212978 221732 223455 232777 242347 2725 3821 3759 3684 3623 [ 210253 217911 219696 229093 238724

© 2023 Darling Consulting Group, Inc.
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Pay Fixed Swap 3 years 3.73%, Receive 4.51% SOFR

* *

DARLING CONSULTING GROUP

Swap Simulation as of 09/30/2022 Base Simulation as of 09/30/2022
Quarterly Net Interest Income (NII) Projections 04725 Quarterly Net Interest Income (NII) Projections
YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
83,075
e .
o 71,425
o/
< 1
e o
- 59,775
o DB T ....—o-—.'"@'-
SEAT /"'@'_
—_ @'
(Y —w—=e=lyg: o—o—eo—(Jy—0—
AdTiEr
ot
' 48,125
36,475
cdeFodddddedeod I &I cdFFodddocd I d I FI
<= Up 200BP Base == Down 200BP Steep Down 200BP == Up 200BP Base == Down 200BP Steep Down 200BP

NIl RESULTS

Y1 Y4 Y5

Y1 Y2 Y3 Y4 Y5 Y2 Y3

UP 200BP 203,136 215,594 234,598 268,533 315,918

HASE 210,013 224,989 239,995 267,268 297,067

DOWN 200BP 210632 212,134 215,014 230,543 238,640

216,347 237,825 259,302 295214 320,691

194,653 201,694 220,698 268,533 315918
206,113 221,089 236,095 267,268 297,067
211,315 218234 221,114 230,543 238,640

217,099 244,075 265552 295214 320,691
DIFFERENCE

1. Swap simulation assumes a $500MM, 3 year swap is executed immediately, paying 3.73% fixed and receiving 3 Month SOFR (currently 4.51%3%).
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Loan
Strategy

Deposit
Pricing
Strategy

Liquidity Management & Strategy Interwoven

Investment
Strategy

Growth
Strategy

© 2023 Darling Consulting Group, Inc.
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CD Special w/ High Cannibalization

* *

DARLING CONSULTING GROUP

100M

= I—wcor = Balance Rate # Rel.

- Starting Balance 0k 0.00 0

8’020/0 INFLOW 22,441k 3.00 591

75m 74m New Relationship 4,444k 295 63

Cannibalization Existing + 17,997k 3.01 528

77(y SHIFTS 74,386k 1.48 1,451

0 Share Drafts 3,379k 0.06 335

30M Regular Shares 6,652k  0.22 353

MMDA 22,960k 0.90 343

Time Deposits 41,395k 2.12 420

25M OUTFLOW ok 0.00 0
18m

Existing - ok 0.00 0

4m Closed Relationship ok 0.00 0

o o o Ending Balance 96,827k 2.95 1,073

MNew Relationship Existing + Shifts Existing - Closed Relationship NET CHANGE 96,827k 2.95 1.073

Source: Deposits360°® ‘
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DCG Deposit Action Items

DARLING CONSULTING GROUP

1.  Attrition: Identify, Monitor, Head-Off
> Shift to CDs? Losing relationships? Balances? Tiers? Business vs. consumer?
> Develop early warning systems, execute comeback campaigns

2.  Need to Be Agile

> Allow data analytics to guide strategies

3. Defining the next MMDA move
» Trusting the exception process vs. walking up rates...Where do | have to be priced?
» Review tier structure

4.  Defining the CD portfolio objective
» Relationship premium, new money component
» Focus on managing cannibalization

© 2023 Darling Consulting Group, Inc. Page 30 A
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D-C-G

DARLING C

New Relationship

SULTING GROUP

Existing +

=36m|

Shifts

-25m

Existing —

MMDA Attrition Case Study

3/31 thru 12/31

Closed Relationship

Total Growth

-26%

Balance Rate # Rel.

Starting Balance 211,863k 0.33 1,805
INFLOW 10,582k 0.66 735
New Relationship 326k  0.55 9
Existing + 10,256k 0.66 726
SHIFTS -35,846k 3.39 1,286
Share Drafts -188k 0.07 465
Regular Shares 705k  0.05 436
Time Deposits -36,363k 3.34 385
OUTFLOW -30,300k 0.33 575
Existing - -24,640k 0.33 540
Closed Relationship -5,660k 0.34 35
Ending Balance 156,299k 0.66 1,692
NET CHANGE -55,564k 0.33 -113

Source: Deposits360°® ‘
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RISK MONITORING &
CONTINGENCY FUNDING PLAN

© 2023 Darling Consulting Group, Inc. Page 32 ‘



DCG Liquidity Risk Monitor

DARLING CONSULTING GROUP

Risk Monitor Must-Haves

1. Early warning system (3 levels)

2. Stress level response/action plan
3. Variety of indicators

4. Include leading indicators

5. Constant review

© 2023 Darling Consulting Group, Inc. Page 33 ‘



Liquidity Risk Monitor

* *

DARLING CONSULTING GROUP

Risk Rigk Risk Current 1043172022 Risk Cons. Periods Stress

Level 1 Level 2 Level 3 Value Value Lewvel Triggered Level
Indicators - Heightened Funding Needs = _'
1. 5 Change in Loan Growth less Non-Brokered Deposit Growth (1 Month) 1 $50,000 $75.000 §100,000 554,013 568.055 Level 1 B 9_ - HiA
2. % Change in Non-Maturity Deposit Balances {1 Month) 2 -2.00% -4.00% -6.00% -3.46% -D16% Level 1 1 HiA
3. % Increase in Utilization of LOC 5.00% 10.00% 15.00% 0.57% 0.74% MIA A HIA
Indicators - Liquidity/Funding Ratios

-—— -
4 Cashissets 3 2.00% 1.75% m Fisa 1 169%  Level2 Fera NiA
5. Liguid Assels [ Assets 4 6.00% 5.00% "n's%' » 453% Level 2 - -G- ) HiA
6. Basic Surplus —Tier 2 5 15.00% 12.50% 10.00% 5.96% 1.99% Level 3 7 Level A
7. Basic Surplus — Tier 3 20.00% 17.50% 15.00% 23.34% 19.50% MIA MiA MiA
&. Brokered Deposits [ Assets 7.50% 11.25% 15.00% 3.18% 3.19% MN/A A A
9. Fed Discount Window Bomrowings 15.00% 20.00% 25.00% 0.00% 0.00% MN/A MiA MiA
10. Berrowings / Shares + Net Worth 6 10.00% 15.00% 20.00% 11.99% 10.97% Level 1 3 A
11. FHLB Bomowings f Assets 15.00% 20.00% 25.00% 10.58% 977% A Mia HiA
12. Borrowings to Assels 25.00% 30.00% 35.00% 10.58% 977% A MiA MiA
13. Wholesale Funds / Assets 25.00% 32.50% 40.00% 13.76% 12.97% A M LIy
14. Hon-Member Shares and Public Funds 80.00% 90.00% 100.00% T.73% 7.68% A A HIA
15. Loans / Shares 7 105.00% 112.50% 120.00% 114.40% 13.42% Level 2 [ LIy
16. Uninsured Deposits / Total Deposits 20.00% 40.00% 60.00% 16.33% 17.02% MIA HiA HiA
Indicators - Capital at Risk
17. ALLL / Delinguent Loans 60 Days or Greater 80.00% 75.00% 70.00% 101.61% 107.58% MNIA i HiA
18. Delinguent Loans f Gross Loans 0.75% 1.25% 2.00% 0.51% 0.47% MN/A HiA HiA
19. Met Worth Ratio 10.00% 9.00% 8.00% 10.41% 10.37% MIA M A
20. Met Charge Off Ratio 0.40% 0.50% 0.60% 0.14% 0.11% MIA MiA MiA
21. Met Inferest Margin 2.70% 2.60% 2.50% 2.92% 287T% MIA M A
—

Composite Stress Level = N/A

Source: Liquidity360°®
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Contingency Funding Plan

* *

DARLING CONSULTING GROUP

Contents

Purpose/Scof 4

Goals and Objectives 5 C F P M U St- H ave S
Responsibilities and Authority for Liquidity Crisis M t 6

Respombiliies s ; 1. Roles clearly outlined

Sources and A i 8

Identification of Potential Funding Source:

8 . . .
Assumptions Support 8 2. Define risk tolerance and action

Identifying & Monitoring Risk
Potential Liquidity Stress Events

9
9

Bary Warning Indicators : 3. Mention KRIs and stress testing
0

Base Case/Normal Operating Environment 1

Potential Elevated Liquidity Risk (3 Levels) 1
Assessing Risk and Determining Stress Levels (Probability, Severity, and Duration)................ 13 H f H
Risk Assessment Methodology 13 4. Emergency Conta Ct In Ormat|on
Determining Levels of Liquidity Stress (A, B, and C) 13
Determining Composite Stress Level 14
Stress Level Reponses: Action Plan and Reporting 15 5 . Effe ct I Ve CO m m u n I Ca t I O n
Stress Level A Response — Heightening Reporting/Monitoring 15
Stress Level B Response — Pre-Emptive Action(s) 15
Stress Level C Response — Immediate Action(s) 18
Liquidity Stress Testing 20
Plan Administration 21
Testing Funding Sources 21
Ci ications. 22
Emergency Contact List 22
Information Coordination and Control 22
Excepti 2

T .- °

APPENDIX 3 Source: Liquidity360°® ‘
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FORECAST & STRESS TEST
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DCG Liquidity Stress Testing

DARLING CONSULTING GROUP

> Stress Testing Checklist

Contractual cash flows and forecast
Dynamic modeling

Assumption defense

Macro and idiosyncratic
Concentrations?

Document and back test

Run “Below Well-Capitalized” scenario
Remediation scenario

U

o000 0

> Time to refresh scenario set?
» Deposit runoff with continued loan demand
» Credit concerns and collateral restrictions
» FHLB restrictions - tangible capital

© 2023 Darling Consulting Group, Inc. Page 37 A



* *

DARLING LTING GROUP

Liquidity Stress — Dynamic Base Case

Cash IniOul Flow
Curnulative

Starting Cash Pasition

COLLATERALIZEDVZECURED FUNDING RESOURCES

S S S S S -

] 127

Awall
Capacity

138,315

(3,000
9,207

£3,000)

207

(3,000

3207

Residentsl Mg Losn Cowsteral (FHLE) 215020
on-Residential Mg Loan Coliaters) [FHLE) sgand
TOTAL PRIMARY LIQUIDITY 550,553 541175 538,045
25.54% 25.31% 25.06% 24.88% 24 B4%
Avall
OTHER LIQUIDITY REF0URCES Capacity
Unsecurad Funding
Remaining Malicnal Deposit Capacity W o 1] o u]
Remaining Brok =it Caparily 54 255 54 255 54,255 54 255 54,255
Orther Unsecured Funds (Le. Fed Fund Lines) 24 000 24 000 24,000 34 000 24,000
Cther Secured Funding Resources
Crher Loan Based Bormwing Capacity (FRE) 8,96 28,6896 28,626 28 696 28,696
TOTAL OTHER LIQUIDITY RESOURCES 108,551 108,851 108,551 108551 108,351
4 96% 4.94% 4 80% 491% 4 8%
Totsl Funds Avallaoiiity ($000) BED,T20 BB3,591 EST 4E2 851,333 B45,204
Totsl spsats ($000) 2,1559M 2,185,511 278,911 2,153,511
Total Funds Avanlaiiity (% of &asats) T B N
LEQIADITY MIMIMILM (35 of Aesate) 5.00% S.00% 5.00% 5.00% 5.00%
FUNDING EXCE 38/ SHORTFALL) 561,525 595,446 48,967 542457 336,008

© 2023 Darling Consulting Group, Inc.

S40MM Loan Growth
S8MM Deposit Growth
S20MM Wholesale
S12MM Cash

Source:
Liquidity360°®
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DCG Liquidity Stress — Details

DARLING CONSULTING GROUP

Loana

O T S S R S R S R S R R S R N R S R S R N R S R S R R R S R R R

I Loan Caeh Flow {Inc. Esfimated Prepayments) 20,760 45,558 15,304 13,458 |
L o o o e o o o o o o o o o o o o o B o B o o o o o B o o B o o P P o B o o P B o e

Auba T.0B3 T.060 7,138 7,223

1=
T

Commesrcial & Indus=trial 4 205 4 255 4,305 A58

Hame Equily GE4 1658 1,663 1,684
Residential 3845 4,143 4,055 4,023
Oithsar Loars 1494 32582 2,135 2,173

= I ]
=

Loan Cash Flow Ralrveaisd o 0

Loan Zales 1] 1] 0 0

| Loan Onginationsiurcnases  [20.85%)  (sad00)  (2Lizg  (2Lasd) |

l'__-'-:'______________________ﬁfunl______“afg-'ﬁ:_____—’ﬂ:l1.3'_",______-*-.'!'.'1“-_'
Commercial & Industia (5,030) {5,062) (5,133 (5,186
Harme Equily (1,754) {1,774} (1,784 (1,811

Residential (3,044) [3,342) (3,285 (3,228

Oithear Loanes (2,124) [32,554) 2,510 (2,543

:-Hnt Loan Cagh Flow (157) (2,402 [2421] (,435] :

Source: Liquidity360°® ‘
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DARLING

$240.000
$210.000
$180.000
$150.000
$120.000
50,000
60,000
30,000

Ao ilable Funds (Thousands)

50

Licpidity Mirimum/Assets

$220,000
$280.000
$240.000
$200,000
$160,000
$120.000
§80.000

E 40000
50

ilable Funds (Thousands)

W Total Funis Aevaiable
W Al F (% of Azsnix)
Liuitity MirirmumiAzsess

Severe 2023 Stress - 5tress Case - LIQUIDITY FORECAST (TOTAL FUNDS AVAILABLE)

Source: Liquidity360°®

Severe 2023 Stress

18%

16%
14%

1 z 3 3 5 7

207,531 BEED BEES BEEH

14.60% 1.81% a20%

5.00% 5005 5.00% 5.00% 5.00%
Severe 2023 Stress - Relief Case - LIQUIDITY FORECAST (TOTAL FUNDS AVAILABLE)
I I I I I — I I I
1 2 E 4 7 g E] 0 1 12
Time Horizon (Months)

7 3 3 O 5 O 7 7 3 2
261783 s2a1 247040 219.304 234,720 214312 208,436 200,117
18.55% 18.35% 17.79% 17.38% T7.15% 16.08% 15.79% 15.48%

50 5.00% 5.00% 50 5005 5.00% 5.00%

© 2023 Darling Consulting Group, Inc.
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Liquidity Stress — Deposit Runoff Scenario

*

DARLING C

400,000
5350.000

5300.000
5250.000
5200.000
150,000
100,000
$50.000
0

Awailable Funds (Thousands)

1 2 3 4 5
EaTAE2Z E243813 2109204 2101670 534,138
2.57% 15.09% 7.2 k B07%
500% 500% 500% 500% 500%
$480,000
W $420,000
K X . -
P ssc0000 Surge Deposit Runoff - Relief Case
E'Q $300.000
1 Cumant Oclk-22 Hov-22
4 $240,000 Liquidity Ratlos i | Manx
.5. $180,000 Cash + Unencumbered Coll. | Assals T06% 11.25% 10.41%
z 5120000 Med Loans | Deposits 115.00 230 BO.71% B4 26%
s e oy L) o ool . L e,
I sen000 g Brokered Deposits | Asset= 500 14.96% #0.80% 2230 |
0] [ [— | ] [ | Borrawings | Assets 15.00 1.15% 4.10% 710% |
5 ; 4 : N N R S S N RN SN R R N R R S
i 2 3 4 5
[ ] 441,248 £340,423 £245,087 £248,188
mn/ Fun 19.05% 13.08% 14.22%
Liquidity Minimum 5.00% 5.00% 5.00%
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Key Takeaways

1. Revisit Liquidity Measurement Methodology

2. Develop a Dynamic Forecast & Stress Test Framework

3. Revitalize Your Risk Monitor

4. Have the Right Tools, Educate, and Defend

5. Revitalize Liquidity & Wholesale Funding Policies from a business
perspective!

6. Don’t Panic! Seek Advice from your Friends at FHLB!
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D-C-G Valuable Resources on Liquidity

DARLING CONSULTING GROUP

DCG Webinars and On-Demand Library (darlingconsulting.com)

DCG D-CG

Managing Liquidity Risk in

The Deposit Difference Turbulent Waters

The Deposit Difference Managing Liquidity Risk in
(1.18.2023) Turbulent Waters (12.8.2022)

© WEBCAST (O 01:08:00 © WEBCAST 01:17:00

The Fed has triggered a Shocked Rising In light of the recent pronounced hike in
Rate environment in its effort to battle market rates and ongoing economic
inflation with short-term market rates uncertainty, examiner concerns over
increasing substantially while Fed... liquidity risk management practices —...

© 2023 Darling Consulting Group, Inc. Page 43 ‘
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D-C-G

DARLING CONSULTING GROUP

Thank You!

Frank Farone
ffarone@darlingconsulting.com

Managing Director
Darling Consulting Group

© 2023 Darling Consulting Group, Inc.

Jeff Croteau

jcroteau@darlingconsulting.com

Account Manager
Darling Consulting Group
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