
Proposed Methodology

Are the amount and timing
of projected cash flows

reasonably estimable and
probable of collection?

Reassess
each Quarter

No

Use cost-recovery
method.  Assume fair

value is equal to
amortized cost

Are the amounts of cash flows
expected to be received

reasonably estimable and
probable of collection, but the

timing is uncertain such that the
effective interest rate cannot be

determined?

Do gross
undiscounted cash

flows exceed
basis?

Write down basis
to the amount of
gross cash flows.

Do not write down
the basis.

Reassess
each Quarter

No

Use effective interest
method to recognize

income.  If AFS or trading,
carry at fair value.  Is fair
value less than amortized

cost?

Yes

Has there been an
adverse change in
the present value

of cash flows since
the previous
estimate*?

Do we have the ability and
intent to hold the security until

forecasted recovery of fair
value, which may mean until

maturity?

No write down
required

No

Write down the CMBS
to fair value

Yes

Yes

No

*For bonds that have just come off cost recovery, the
"previous estimate" refers to the cash flows used in the
most recent 99-20 impairment test

Yes No

Use cost recovery
method.  Assume
fair value is equal
to amortized cost

Yes

No

Yes


