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Executive Summary
With CECL comes change in the accounting for the allowance for loan and lease losses (ALLL) from an incurred loss model to an 
allowance for credit losses (ACL) using the current expected credit loss model. Because financial institutions will account for the 
loss allowance in a different way, and the Financial Accounting Standards Board (FASB) modified the disclosure requirements, the 
typical ALLL disclosures in the financial report will need to be modified to cover CECL. This illustrates how disclosures will change 
and gives sample wording and tables.

TOP 9 CECL MODIFICATIONS OF TYPICAL ALLL DISCLOSURES

1 Terminology has changed.  For example, the disclosures will no longer speak of “impaired loans”  but of 
expected credit losses for all loans and held-to-maturity debt securities.  So, for example, disclosures that 
currently talk about triggers for impairment measurement and loss accrual would no longer be appropriate.  
Also, the Allowance for Loan and Lease Losses (ALLL) is now the Allowance for Credit Losses (ACL) and 
provision for loan and lease losses is now called expense for credit loss.  These and many other terminology 
changes reflecting the new accounting need to be considered in all disclosures.

2 An allowance for credit losses for debt securities and related disclosures are new.

3 Certain disclosures went away (such as for identified impaired loans), were retained (such as for troubled 
debt restructured loans), and were added (such as vintage information about the loan portfolio).

4 Along with the change in accounting for purchased credit impaired loans to purchased deteriorated loans, 
the initial disclosures about purchased loans has changed.

5 Disclosures about the uncertainty in the current ACL estimate and the likelihood of future changes in the ACL 
may be more important than with the incurred loss allowance because:
a. The ACL for expected future losses should capture future losses for the existing loan portfolio.  Explaining 
the substantial uncertainties in the estimation and, even, quantifying such uncertainties, may help lay the 
groundwork for explanations of changes over time that are based on new information.
b.  The ACL level will rise and fall with expectations about future economic conditions and how they will 
impact expected future collections and losses.  An explanation of why, how, and how much changes in 
expectations resulted in changes in the ACL may be critical to the financial statement user’s understanding 
and confidence in management.

6 Although the adoption of CECL changes the loss accrual model for credit losses in loans, debt securities, and 
off-balance-sheet credit exposures, it does not change the nature and timing of other loss accruals such as 
for litigation, insurance and other non-credit off-balance-sheet exposures.

7 Processes that feed information into the ACL estimation methodology and the calculation of the ACL 
estimate will change to some extent, leading to changes in internal control over financial reporting.  Public 
entities will need to make disclosures about the material changes in ICFR upon implementation of CECL and, 
possibly, beforehand as required by Sarbanes Oxley and SEC’s Staff Accounting Bulletin No. 74.

8  FASB’s intent was to introduce new disclosure only for the part of the credit loss guidance that relates to 
reasonable and supportable forecast and retain all existing disclosures.

9 CECL identifies two basic categories of disclosures: credit quality information and allowance for credit losses 
information. The level of disaggregation of disclosures called for by the standard differs between these two 
categories.
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Draft Example Disclosures Upon
Implementation of  ASU 2016-13 - CECL
Section 1: 10-K (FORM 10-K)
ITEM 1A  RISK FACTORS

This Annual Report on Form 10-K contains forward-looking statements that involve risks and uncertainties. Our actual results could 
differ materially from those anticipated in these forward-looking statements as a result of certain factors, including the risks faced 
by us described below and elsewhere in this report. 

Our allowances for credit losses for loans and debt 
securities may prove inadequate or we may be negatively 
affected by credit risk exposures. Also, future additions 
to our allowance for credit losses will reduce our future 
earnings. 
 
Our business depends on the creditworthiness of our 
customers. As with most financial institutions, we maintain 
allowances for credit losses for loans and debt securities 
to provide for defaults and nonperformance, which 
represent an estimate of expected losses over the remaining 
contractual lives of the loan and debt security portfolios. 
This estimate is the result of our continuing evaluation 
of specific credit risks and loss experience, current loan 
and debt security portfolio quality, present economic, 
political and regulatory conditions, industry concentrations, 
reasonable and supportable forecasts for future 
conditions and other factors that may indicate losses. The 
determination of the appropriate levels of the allowances 
for loan and debt security credit losses inherently involves 
a high degree of subjectivity and judgment and requires us 
to make estimates of current credit risks and future trends, 
all of which may undergo material changes. Generally, our 
nonperforming loans and OREO reflect operating difficulties 
of individual borrowers and weaknesses in the economies of 
the markets we serve. The allowances may not be adequate 
to cover actual losses, and future allowance for credit losses 
could materially and adversely affect our financial condition, 
results of operations and cash flows. 

 

RISKS RELATED TO OUR OPERATIONS

Our accounting policies and methods are fundamental 
to how we report our financial condition and results of 
operations, and we use estimates in determining the fair 
value of certain of our assets, the expected credit losses 
related to loans and debt securities, and the amount of 
other loss contingencies as of the balance sheet date, 
which estimates are subject to very large uncertainty. 
 
A portion of our assets are carried on the balance sheet 
at fair value, including debt securities available for sale, 
mortgage servicing rights related to single family loans and 
single family loans held for sale. Generally, for assets that 
are reported at fair value, we use quoted market prices or 
internal valuation models that utilize observable market 
data inputs to estimate their fair value as of the balance 
sheet date. In certain cases, observable market prices and 
data may not be readily available or their availability may 
be diminished due to market conditions. We use financial 
models to value certain of these assets. These models are 
complex and use asset-specific collateral data and market 
inputs for interest rates. Although we have processes and 
procedures in place governing internal valuation models 
and their testing and calibration, such assumptions are 
complex as we must make judgments about the effect of 
matters that are inherently uncertain. Different assumptions 
could have resulted in significant changes in valuation, 
which in turn would have affected earnings or resulted in 
significant changes in the dollar amount of assets reported 
on the balance sheet or both. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Current economic conditions continue to pose significant 
challenges for us and could adversely affect our financial 
condition and results of operations. 
 
We generate revenue from the interest and fees we charge 
on the loans and other products and services we sell, and 
a substantial amount of our revenue and earnings comes 
from the net interest and noninterest income that we 
earn from our mortgage banking and commercial lending 
businesses. Our operations have been, and will continue 
to be, materially affected by the state of the U.S. economy, 
particularly unemployment levels and home prices. 
Although the U.S. economy has continued to improve from 
the recessionary levels of 2008 and early 2009, economic 
growth has at times been slow and uneven and there is no 
guarantee that it will continue at the current pace or at all. 
 
A prolonged period of slow growth in the U.S. economy, 
or any deterioration in general economic conditions and/
or the financial markets resulting from these factors, or 
any other events or factors that may disrupt or dampen 
the economic recovery, could materially adversely affect 
our financial results and condition. If economic conditions 
do not continue to improve or if the economy worsens 
and unemployment rises, which also would likely result 
in a decrease in consumer and business confidence and 
spending, the demand for our credit products, including 
our mortgages, may fall, reducing our net interest and 
noninterest income and our earnings. In particular, we may 
face risks related to market conditions that may negatively 
impact our business opportunities and plans, such as:  

• Market developments may affect consumer confidence 
levels and may cause adverse changes in payment 
patterns, resulting in increased delinquencies and 
default rates on loans and other credit facilities; 

• The models we use to assess the creditworthiness of 
our customers may prove less reliable than we had 
anticipated in predicting future behaviors which may 
impair our ability to make good underwriting decisions; 

• If our forecasts of economic conditions and other 
economic predictions are not accurate, we may face 
challenges in accurately estimating the ability of our 
borrowers to repay their loans; 

• Changes in U.S. tax policy may limit our ability to 
pursue growth and return profits to shareholders; and 

• Future political developments and fiscal policy decisions 
may create uncertainty in the marketplace.

• Expectations of negative market and economic 
conditions will be reflected in the Allowances for Credit 
Losses for loans and debt securities to the estimated 
extent they will impact the credit losses of existing 
loans and debt securities over their remaining lives. The 
provision for bad debts will report the entire increased 
credit loss expectations over the remaining lives of 
the loans and debt securities in the period in which 
the change in expectation arises. Further, because of 
the impact of such increased bad debt provisions on 
earnings and capital our ability to make loans and pay 
dividends may be substantially diminished.

 
If recovery from the economic recession slows or if we 
experience another recessionary dip, our ability to access 
capital and our business, financial condition and results of 
operations may be adversely impacted. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.

ITEM 7 Management’s Discussion and
AnalysissCondition And Results Of Operations
Critical Accounting 
POLICIES AND ESTIMATES 
 
The preparation of financial statements in accordance 
with the accounting principles generally accepted in the 
United States (“U.S. GAAP”) requires management to make 
a number of judgments, estimates and assumptions that 
affect the reported amounts of assets, liabilities, income 
and expense in the financial statements. Various elements 
of our accounting policies, by their nature, involve the 
application of highly sensitive and judgmental estimates and 
assumptions. Some of these policies and estimates relate 
to matters that are highly complex and contain substantial 
inherent uncertainties. Management has made significant 
estimates in several areas, including the fair value of assets 
acquired and liabilities assumed in business combinations 
(see Note X, Business Combinations), allowance for credit 
losses (see Note X, Loans and Credit Quality and Note X, 
Debt Securities), valuation of residential mortgage servicing 
rights and loans held for sale (see Note X, Mortgage 
Banking Operations), loans held for investment (see Note X, 
Loans and Credit Quality), Debt securities (see Note X, Debt 
Securities), derivatives (see Note X, Derivatives and Hedging 
Activities), other real estate owned (see Note X, Other Real 
Estate Owned), and taxes (see Note X, Income Taxes).  

        Actual amounts and values as of the balance sheet 
dates may be materially different than the amounts and 
values reported due to the inherent uncertainty in the 
estimation process.  Also, future amounts and values could 
differ materially from those estimates due to changes in 
values and circumstances after the balance sheet date. 

We have identified the following accounting policies 
and estimates that, due to the inherent judgments and 
assumptions and the potential sensitivity of the financial 
statements to those judgments and assumptions, are critical 
to an understanding of our financial statements. We believe 
that the judgments, estimates and assumptions used in 
the preparation of the Company’s financial statements are 
appropriate. For a further description of our accounting 
policies, see Note X–Summary of Significant Accounting 
Policies in the financial statements included in this Form 
10-K.  

ALLOWANCE FOR CREDIT LOSSES FOR 
LOANS
 
The allowance for credit losses for loans represents 
management’s estimate of all expected credit losses over 
the expected contractual life of our existing loan portfolio. 
Determining the appropriateness of the allowance is 
complex and requires judgment by management about the 
effect of matters that are inherently uncertain. Subsequent 
evaluations of the then-existing loan portfolio, in light of the 
factors then prevailing, may result in significant changes in 
the allowance for credit losses in those future periods. 
 
We employ a disciplined process and methodology to 
establish our allowance for credit losses that has two basic 
components: first, an asset-specific component involving 
individual loans that do not share risk characteristics with 
other loans and the measurement of expected credit losses 
for such individual loans; and second, a pooled component 
for estimated expected credit losses for pools of loans that 
share similar risk characteristics. 

Based upon this methodology, management establishes 
an asset-specific allowance for loans that do not share 
risk characteristics with other loans based on the amount 
of expected credit losses calculated on those loans and 
charges off amounts determined to be uncollectible. Factors 
we consider in measuring the extent of expected credit loss 
include payment status, collateral value, borrower financial

It is important to be clear that the uncertainty 
in measurement as of the balance sheet date is 
very large and to separate that notion from the 
fact that the values could be materially different 
in future periods.  This language is consistent 
with Footnote 1.
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condition, guarantor support and the probability of collecting 
scheduled principal and interest payments when due. 

 When a loan does not share risk characteristics with other 
loans, we measure expected credit loss as the difference 
between the amortized cost basis in the loan and the 
present value of expected future cash flows discounted at 
the loan’s effective interest rate except that, for collateral-
dependent loans, credit loss is measured as the difference 
between the amortized cost basis in the loan and the 
fair value of the underlying collateral. The fair value of 
the collateral is adjusted for the estimated cost to sell if 
repayment or satisfaction of a loan is dependent on the 
sale (rather than only on the operation) of the collateral. 
In accordance with our appraisal policy, the fair value of 
collateral-dependent loans is based upon independent 
third-party appraisals or on collateral valuations prepared 
by in-house appraisers, which generally are updated every 
twelve months. We require an independent third-party 
appraisal at least annually for substandard loans and other 
real estate owned (“OREO”). Once a third-party appraisal 
is six months old, or if our chief appraiser determines that 
market conditions, changes to the property, changes in 
intended use of the property or other factors indicate that 
an appraisal is no longer reliable, we perform an internal 
collateral valuation to assess whether a change in collateral 
value requires an additional adjustment to carrying value. 
A collateral valuation is a restricted-use report prepared by 
our internal appraisal staff in accordance with our appraisal 
policy. When we receive an updated appraisal or collateral 
valuation, management reassesses the need for adjustments 
to the loan’s expected credit loss measurements and, 
where appropriate, records an adjustment. If the calculated 
expected credit loss is determined to be permanent, fixed 
or nonrecoverable, the credit loss portion of the loan will be 
charged off against the allowance for credit losses. Loans 
designated having significantly increased credit risk are 
generally placed on nonaccrual and remain in that status 
until all principal and interest payments are current and the 
prospects for future payments in accordance with the loan 
agreement are reasonably assured, at which point the loan 
is returned to accrual status. See “Credit Risk Management 
– Asset Quality and Nonperforming Assets” discussions 
within Management’s Discussion and Analysis of this Form 
10-K. 

In estimating the component of the allowance for credit 
losses for loans that share common risk characteristics, 
loans are segregated into loan classes. Loans are 
designated into loan classes based on loans pooled by 
product types and similar risk characteristics or areas of risk 
concentration. Credit loss assumptions are estimated using 
a model that categorizes loan pools based on loan type 
and asset quality rating (“AQR”) or delinquency bucket. This 
model calculates an expected life-of-loan loss percentage for 
each loan category by considering the probability of default, 
based on the migration of loans from performing to loss 
by AQR or delinquency buckets using historical life-of-loan 
analysis periods for commercial and consumer segments, 
and the severity of loss, based on the aggregate net lifetime 
losses incurred per loan class. 

The component of the allowance for credit losses for loans 
that share common risk characteristics also considers 
factors for each loan class to adjust for differences between 
the historical period used to calculate historical default 
and loss severity rates and expected conditions over the 
remaining lives of the loans in the portfolio related to: 

• Lending policies and procedures;
• International, national, regional and local economic 

business conditions and developments that affect the 
collectability of the portfolio, including the condition of 
various markets;

• The nature of the loan portfolio, including the terms of 
the loans;

• The experience, ability and depth of the lending 
management and other relevant staff;

• The volume and severity of past due and adversely 
classified or graded loans and the volume of 
nonaccrual loans; 

• The quality of our loan review and process;
• The value of underlying collateral for collateral-

dependent loans;
• The existence and effect of any concentrations of 

credit and changes in the level of such concentrations; 
and

• The effect of external factors such as competition 
and legal and regulatory requirements on the level of 
estimated credit losses in the existing portfolio.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Such factors are used to adjust the historical probabilities of default and severity of loss so that they reflect management 
expectation of future conditions based on a reasonable and supportable forecast. To the extent the lives of the loans in the 
portfolio extend beyond the period for which a reasonable and supportable forecast can be made, the bank reduces, on a 
straight-line basis over the remaining life of the loans, the adjustments so that model reverts back to the historical rates of 
default and severity of loss.
 
The expense for credit loss recorded through earnings is the amount necessary to maintain the allowance for credit losses at 
the amount of expected credit losses inherent within the loans held for investment portfolio. The amount of expense and the 
corresponding level of allowance for credit losses for loans are based on our evaluation of the collectability of the loan portfolio 
based on historical loss experience, reasonable and supportable forecasts, and other significant qualitative and quantitative 
factors. 
 
The allowance for credit losses for loans, as reported in our consolidated statements of financial condition, is adjusted by an 
expense for credit losses, which is recognized in earnings, and reduced by the charge-off of loan amounts, net of recoveries. For 
further information on the allowance for credit losses for loans, see Note 5–Loans and Credit Quality in the notes to the financial 
statements of this Form 10-K. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Financial Statements 
and Footnotes

CONSOLIDATED STATEMENTS OF
FINANCIAL CONDITION 

CONSOLIDATED STATEMENTS OF 
COMPREHENSIVE INCOME

CONSOLIDATED STATEMENTS
OF OPERATIONS  

CONSOLIDATED STATEMENTS OF 
SHAREHOLDERS’ EQUITY  

In accordance with 
326-30-45-1 the
bank needs to present 
AFS debt securities 
at fair value with the 
amortized cost basis 
and allowance for 
credit losses shown 
parenthetically.
Also, in accordance 
with ASU 326-20-45-
2, the bank needs to 
report the estimate of 
expected credit losses 
for off-balance-sheet 
credit exposures on 
the statement of 
financial condition
as a liability.

In accordance with 
326-30-45-2 the 
bank needs to report  
in the statement 
of comprehensive 
income the amounts 
reported related to 
AFS debt securities 
for which an 
allowance for credit 
losses has been 
recorded. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Notes to Consolidated Financial Statements

NOTE 1–SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES:  
The Company’s accounting and financial reporting policies 
conform to accounting principles generally accepted in 
the United States of America (U.S. GAAP). Inter-company 
balances and transactions have been eliminated in 
consolidation. In preparing the consolidated financial 
statements, the Company is required to make estimates 
and assumptions that affect the reported amounts of assets 
and liabilities as of the date of the financial statements and 
revenues and expenses during the reporting periods and 
related disclosures. These estimates that require application 
of management’s most difficult, subjective or complex 
judgments often result in the need to make estimates about 
the effect of matters that are inherently highly uncertain and 
likely will change in future periods. Management has made 
significant estimates in several areas, including the fair 
value of assets acquired and liabilities assumed in business 
combinations (Note X, Business Combinations), allowance 
for credit losses (Note X, Loans and Credit Quality and 
Note X, Debt Securities), valuation of residential mortgage 
servicing rights and loans held for sale (Note X, Mortgage 
Banking Operations), loans held for investment (Note X, 
Loans and Credit Quality), debt securities (Note X, Debt 
Securities), derivatives (Note X, Derivatives and Hedging 
Activities), other real estate owned (Note X, Other Real 
Estate Owned), and taxes (Note X, Income Taxes).              
        Actual amounts and values as of the balance sheet 
dates may be materially different than the amounts and 
values reported due to the inherent uncertainty in the 
estimation process.  Also, future amounts and values could 
differ materially from those estimates due to changes in 
values and circumstances after the balance sheet date. 

It is important to be clear that the uncertainty 
in measurement as of the balance sheet date is 
very large and to separate that notion from the 
fact that the values could be materially different 
in future periods.  This language is consistent 
with MD&A

Certain amounts in the financial statements from prior 
periods have been reclassified to conform to the current 
financial statement presentation.  

     AVAILABLE-FOR-SALE DEBT 
SECURITIES AND THE ALLOWANCE FOR 
CREDIT LOSSES ON AVAILABLE-FOR-
SALE DEBT SECURITIES

For debt securities held for sale and held for maturity, 
accounting policies related to the allowance for credit 
losses should be added or alternatively, the allowance 
for credit losses accounting policies should be 
broadened to address debt securities as well as loans.

Debt securities that we might not hold until maturity and 
equity securities are classified as available for sale (“AFS”) 
and are reported at fair value in the statement of financial 
condition. Fair value measurement is based upon quoted 
market prices in active markets, if available. If quoted prices 
in active markets are not available, fair value is measured 
using pricing models or other model-based valuation 
techniques such as the present value of future cash flows, 
which consider prepayment assumptions and other factors 
such as credit losses and market liquidity. Unrealized gains 
and losses are excluded from earnings and reported, net 
of tax, in other comprehensive income (“OCI”). Purchase 
premiums and discounts are recognized in interest income 
using the effective interest method over the life of the 
securities. Purchase premiums or discounts related to 
mortgage-backed securities are amortized or accreted 
using projected prepayment speeds. Gains and losses on 
the sale of securities are recorded on the trade date and 
are determined using the specific identification method.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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AFS debt securities in unrealized loss positions are evaluated 
for impairment related to credit losses at least quarterly. 
For AFS debt securities, a decline in fair value due to credit 
loss results in recording an allowance for credit losses to the 
extent the fair value is less than the amortized cost basis. 
Declines in fair value that have not been recorded through 
an allowance for credit losses, such as declines due to 
changes in market interest rates, are recorded through other 
comprehensive income, net of applicable taxes.  

For AFS debt securities the correct term is still 
“impairment” and not “expected credit losses.” 
On AFS debt securities the concept of a trigger 
based recording of credit loss still exists instead 
of expected losses.

Impairment may result from credit deterioration of the 
issuer or collateral underlying the security. In performing 
an assessment of whether any decline in fair value is due 
to a credit loss, all relevant information is considered at 
the individual security level. For asset-backed securities 
performance indicators considered related to the underlying 
assets include default rates, delinquency rates, percentage 
of nonperforming assets, debt-to-collateral ratios, third-
party guarantees, current levels of subordination, vintage, 
geographic concentration, analyst reports and forecasts, 
credit ratings and other market data. In assessing whether 
a credit loss exists, we compare the present value of cash 
flows expected to be collected from the security with the 
amortized cost basis of the security.  If the present value 
of cash flows expected to be collected is less than the 
amortized cost basis for the security, a credit loss exists and 
an allowance for credit losses is recorded, limited to the 
amount the fair value is less than amortized cost basis.

If we intend to sell a debt security or more likely than not 
we will be required to sell the security before recovery of 
its amortized cost basis, the debt security is written down 
to its fair value and the write down is charged against the 
allowance for credit losses with any incremental impairment 
reported in earnings. 

LOANS HELD FOR INVESTMENT

Loans held for investment are reported at the principal 
amount outstanding, net of cumulative charge-offs, interest 
applied to principal (for loans accounted for using the 
cost recovery method), unamortized net deferred loan 
origination fees and costs and unamortized premiums or 
discounts on purchased loans. Accrued but not yet collected 
interest is reported in Other Assets in Consolidated 
Statements of Financial Condition. Deferred fees and costs 
and premiums and discounts are amortized into interest 
income over the contractual terms of the underlying loans 
using the constant effective yield (the interest method). 
Interest on loans is accrued and reported as interest income 
at the contractual rate of interest in the Consolidated 
Statements of Operations. A determination is made as of 
the loan commitment date as to whether a loan will be 
held for sale or held for investment. This determination is 
based primarily on the type of loan or loan program and its 
related profitability characteristics.  

When a loan is designated as held for investment, the 
intent is to hold these loans for the foreseeable future or 
until maturity or pay-off. If subsequent changes occur, the 
Company may change its intent to hold these loans. Once 
a determination has been made to sell such loans, they are 
immediately transferred to loans held for sale and carried 
at the lower of cost or fair value. 

From time to time, the Company will originate loans to 
facilitate the sale of other real estate owned without a 
sufficient down payment from the borrower. Such loans are 
accounted for using the installment method and any gain 
on sale is deferred. 

NONACCRUAL LOANS 

Loans are placed on nonaccrual status when the full 
and timely collection of principal and interest is doubtful, 
generally when the loan becomes 90 days or more past due 
for principal or interest payment or if part of the principal 
balance has been charged off. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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All payments received on nonaccrual loans are accounted 
for using the cost recovery method. Under the cost recovery 
method, all cash collected is applied to first reduce the 
principal balance. A loan may be returned to accrual 
status if all delinquent principal and interest payments are 
brought current and the collectability of the remaining 
principal and interest payments in accordance with the 
loan agreement is reasonably assured. Loans that are well-
secured and in the process of collection are maintained 
on accrual status, even if they are 90 days or more past 
due. Loans whose repayments are insured by the Federal 
Housing Administration (“FHA”) or guaranteed by the 
Department of Veterans’ Affairs (“VA”) are maintained on 
accrual status even if 90 days or more past due. 

TROUBLED DEBT RESTRUCTURINGS 

A loan is accounted for and reported as a troubled 
debt restructuring (“TDR”) when, for economic or legal 
reasons, we grant a concession to a borrower experiencing 
financial difficulty that we would not otherwise consider. A 
restructuring that results in only an insignificant delay in 
payment is not considered a concession. A delay may be 
considered insignificant if the payments subject to the delay 
are insignificant relative to the unpaid principal or collateral 
value and the contractual amount due, or the delay in 
timing of the restructured payment period is insignificant 
relative to the frequency of payments, the debt’s original 
contractual maturity or original expected duration. 

TDRs that are performing and on accrual status as of the 
date of the modification remain on accrual status. TDRs 
that are nonperforming as of the date of modification 
generally remain as nonaccrual until the prospect of future 
payments in accordance with the modified loan agreement 
is reasonably assured, generally demonstrated when the 
borrower maintains compliance with the restructured 
terms for a predetermined period, normally at least six 
months. TDRs with temporary below-market concessions 
remain designated as a TDR regardless of the accrual or 
performance status until the loan is paid off. However, if the 
TDR loan has been modified in a subsequent restructure 
with market terms and the borrower is not currently 
experiencing financial difficulty, then the loan may be de-
designated as a TDR. 

ALLOWANCE FOR CREDIT LOSSES FOR 
LOANS HELD FOR INVESTMENT
 

Credit quality within the loans held for investment 
portfolio is continuously monitored by management and 
is reflected within the allowance for credit losses for loans. 
The allowance for credit losses is an estimate of expected 
losses inherent within the Company’s existing loans held for 
investment portfolio. Expected credit loss inherent in non-
cancelable off-balance-sheet credit exposures is accounted 
for as a separate liability included in accounts payable and 
other liabilities on the consolidated statements of financial 
condition. The allowance for credit losses for loans held 
for investment, as reported in our consolidated statements 
of financial condition, is adjusted by a credit loss expense, 
which is reported in earnings, and reduced by the charge-
off of loan amounts, net of recoveries. 

The loan loss estimation process involves procedures to 
appropriately consider the unique characteristics of its 
two loan portfolio segments, the consumer loan portfolio 
segment and the commercial loan portfolio segment. 
These two segments are further disaggregated into loan 
classes, the level at which credit risk is monitored. When 
computing allowance levels, credit loss assumptions are 
estimated using a model that categorizes loan pools based 
on loss history, delinquency status and other credit trends 
and risk characteristics, including current conditions and 
reasonable and supportable forecasts about the future. 
Determining the appropriateness of the allowance is 
complex and requires judgment by management about 
the effect of matters that are inherently uncertain. In future 
periods evaluations of the overall loan portfolio, in light 
of the factors and forecasts then prevailing, may result 
in significant changes in the allowance and credit loss 
expense in those future periods. 
 
Credit quality is assessed and monitored by evaluating 
various attributes and the results of those evaluations are 
utilized in underwriting new loans and in our process for 
estimation of expected credit losses. The following provides 
the credit quality indicators and risk elements that are most 
relevant and most carefully considered and monitored for 
each loan portfolio segment.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.



 

         

12  CECL Modifications of Typical ALLL Disclosures

CONSUMER LOAN PORTFOLIO 
SEGMENT 
 
The consumer loan portfolio segment is comprised of 
the single family and home equity loan classes, which 
are underwritten after evaluating a borrower’s capacity, 
credit, and collateral. Capacity refers to a borrower’s 
ability to make payments on the loan. Several factors are 
considered when assessing a borrower’s capacity, including 
the borrower’s employment, income, current debt, assets, 
and level of equity in the property. Credit refers to how 
well a borrower manages their current and prior debts as 
documented by a credit report that provides credit scores 
and the borrower’s current and past information about 
their credit history. Collateral refers to the type and use of 
property, occupancy, and market value. Property appraisals 
are obtained to assist in evaluating collateral. Loan-to-
property value and debt-to-income ratios, loan amount, 
and lien position are also considered in assessing whether 
to originate a loan. These borrowers are particularly 
susceptible to downturns in economic trends such as 
conditions that negatively affect housing prices and 
demand and levels of unemployment. 

COMMERCIAL LOAN PORTFOLIO 
SEGMENT 
 
The commercial loan portfolio segment is comprised 
of the commercial real estate, multifamily residential, 
construction/land development and commercial business 
loan classes, whose underwriting standards consider the 
factors described for single family and home equity loan 
classes as well as others when assessing the borrower’s 
and associated guarantors or other related party’s financial 
position. These other factors include assessing liquidity, the 
level and composition of net worth, leverage, considering 
all other lender amounts and position, an analysis of cash 
expected to flow through the obligors including the outflow 
to other lenders, and prior experience with the borrower. 
This information is used to assess adequate financial 
capacity, profitability, and experience. Ultimate repayment 
of these loans is sensitive to interest rate changes, general 
economic conditions, liquidity, and availability of long-term 
financing.

CREDIT LOSS MEASUREMENT  
 
The allowance level is influenced by loan volumes, loan 
asset quality ratings (“AQR”) migration or delinquency 
status, historic loss experience and other conditions 
influencing loss expectations, such as reasonable and 
supportable forecasts of economic conditions. The 
methodology for estimating the amount of expected 
credit losses reported in the allowance for credit losses 
has two basic components: first, an asset-specific 
component involving individual loans that do not share risk 
characteristics with other loans and the measurement of 
expected credit losses for such individual loans; and second, 
a pooled component for estimated expected credit losses 
for pools of loans that share similar risk characteristics.

LOANS THAT DO NOT SHARE RISK 
CHARACTERISTICS WITH OTHER LOANS
 
For a loan that does not share risk characteristics with 
other loans, expected credit loss is measured based on 
net realizable value, that is, the difference between the 
discounted value of the expected future cash flows, based 
on the original effective interest rate, and the amortized 
cost basis of the loan. For these loans, we recognize 
expected credit loss equal to the amount by which the 
net realizable value of the loan is less than the amortized 
cost basis of the loan (which is net of previous charge-
offs and deferred loan fees and costs), except when the 
loan is collateral dependent, that is, when the borrower is 
experiencing financial difficulty and repayment is expected 
to be provided substantially through the operation or sale 
of the collateral. In these cases, expected credit loss is 
measured as the difference between the amortized cost 
basis of the loan and the fair value of the collateral. The fair 
value of the collateral is adjusted for the estimated cost to 
sell if repayment or satisfaction of a loan is dependent on 
the sale (rather than only on the operation) of the collateral.  
 
The starting point for determining the fair value of collateral 
is through obtaining external appraisals. Generally, 
collateral values for loans for which measurement of 
expected losses is dependent on collateral values are 
updated every twelve months, either from external third 
parties or in-house certified appraisers. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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A third-party appraisal is required at least annually. Third-
party appraisals are obtained from a pre-approved list of 
independent, third-party, local appraisal firms. Approval 
and addition to the list is based on experience, reputation, 
character, consistency and knowledge of the respective real 
estate market. Generally, appraisals are internally reviewed 
by the appraisal services group to ensure the quality of 
the appraisal and the expertise and independence of the 
appraiser. For performing consumer segment loans secured 
by real estate that are classified as collateral dependent, 
the Bank determines the fair value estimates semi-annually 
using automated valuation services. Once the expected 
credit loss amount is determined an allowance is provided 
for equal to the calculated expected credit loss and 
included in the allowance for credit losses. If the calculated 
expected credit loss is determined to be permanent or 
not recoverable, the amount of expected credit loss will 
be charged off. Factors considered by management in 
determining if the expected credit loss is permanent or not 
recoverable include whether management judges the loan 
to be uncollectible, repayment is deemed to be protracted 
beyond reasonable time frames, or the loss becomes 
evident owing to the borrower’s lack of assets or, for single 
family loans, the loan is 180 days or more past due unless 
both well-secured and in the process of collection. 

LOANS THAT SHARE SIMILAR RISK 
CHARACTERISTICS WITH OTHER LOANS
 

In estimating the component of the allowance for credit 
losses for loans that share similar risk characteristics with 
other loans, such loans are segregated into loan classes. 
Loans are designated into loan classes based on loans 
pooled by product types and similar risk characteristics or 
areas of risk concentration. 
 
In determining the allowance for credit losses, we derive 
an estimated credit loss assumption from a model that 
categorizes loan pools based on loan type and AQR or 
delinquency bucket. This model calculates an expected 
loss percentage for each loan class by considering the 
probability of default, based on the migration of loans from 
performing to loss by AQR or delinquency buckets using 
life-of-loan analysis periods for commercial and consumer 
segments, and the historical severity of loss, based on the 
aggregate net lifetime losses incurred per loan class. 

The default and severity factors used to calculate the 
allowance for credit losses for loans that share similar risk 
characteristics with other loans are adjusted for differences 
between the historical period used to calculate historical 
default and loss severity rates and expected conditions 
over the remaining lives of the loans in the portfolio related 
to: (1) lending policies and procedures; (2) international, 
national, regional and local economic business conditions 
and developments that affect the collectability of the 
portfolio, including the condition of various markets; (3) 
the nature and volume of the loan portfolio including the 
terms of the loans; (4) the experience, ability, and depth of 
the lending management and other relevant staff; (5) the 
volume and severity of past due and adversely classified or 
graded loans and the volume of nonaccrual loans; (6) the 
quality of our loan review system; (7) the value of underlying 
collateral for collateralized loans. Additional factors include 
(8) the existence and effect of any concentrations of credit, 
and changes in the level of such concentrations and (9) the 
effect of external factors such as competition and legal and 
regulatory requirements on the level of estimated credit 
losses in the existing portfolio. Such factors are used to 
adjust the historical probabilities of default and severity 
of loss so that they reflect management expectation of 
future conditions based on a reasonable and supportable 
forecast. To the extent the lives of the loans in the portfolio 
extend beyond the period for which a reasonable and 
supportable forecast can be made, the bank reduces, on a 
straight-line basis over the remaining life of the loans, the 
adjustments so that model reverts back to the historical 
rates of default and severity of loss.

OFF-BALANCE-SHEET CREDIT 
EXPOSURES,  INCLUDING UNFUNDED 
LOAN COMMITMENTS 
 
The Company maintains a separate allowance for credit 
losses from off-balance-sheet credit exposures, including 
unfunded loan commitments, which is included in accounts 
payable and other liabilities on the consolidated statements 
of financial condition. Management estimates the amount 
of expected losses by calculating a commitment usage 
factor over the contractual period for exposures that are 
not unconditionally cancellable by the bank and applying 
the loss factors used in the allowance for loan loss 
methodology to the results of the usage calculation to 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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estimate the liability for credit losses related to unfunded 
commitments for each loan type. No credit loss estimate 
is reported for off-balance-sheet credit exposures that are 
unconditionally cancellable by the bank or for undrawn 
amounts under such arrangements that may be drawn 
prior to the cancellation of the arrangement.

ESTIMATED CREDIT LOSSES ON HELD-
TO-MATURITY DEBT SECURITIES

To the extent that debt securities in the held-to-maturity 
portfolio share common risk characteristics, estimated 
expected credit losses are calculated in a manner like 
that used for loans held for investment.  That is, for pools 
of such securities with common risk characteristics, the 
historical lifetime probability of default and severity of loss 
in the event of default is derived or obtained from external 
sources and adjusted for the expected effects of reasonable 
and supportable forecasts over the expected lives of the 
securities on those historical credit losses. 

Expected credit loss on each security in the held-to-maturity 
portfolio that do not share common risk characteristics with 
any of the pools of debt securities is individually  measured 
based on net realizable value, or the difference between the 
discounted value of the expected future cash flows, based 
on the original effective interest rate, and the recorded 
amortized cost basis of the security. 

With respect to certain classes of debt securities, primarily 
U.S. Treasuries, the bank considers the history of credit 
losses, current conditions and reasonable and supportable 
forecasts, which may indicate that the expectation that 
nonpayment of the amortized cost basis is or continues 
to be zero, even if the U.S. government were to technically 
default. Therefore, for those securities, the bank does not 
record expected credit losses.

Commitments, Guarantees, 
and Contingencies
U.S. GAAP requires that a guarantor recognize, at the 
inception of a guarantee, a liability in an amount equal to 
the fair value of the obligation undertaken in issuing the 
guarantee. A guarantee is a contract that contingently 
requires the guarantor to pay a guaranteed party based 
upon: (a) changes in an underlying asset, liability or equity 
security of the guaranteed party; or (b) a third party’s 
failure to perform under a specified agreement. The 
Company initially records guarantees at the inception 
date fair value of the obligation assumed and records the 
amount in other liabilities. For indemnifications provided 
in sales agreements, a portion of the sale proceeds is 
allocated to the guarantee, which adjusts the gain or 
loss that would otherwise result from the transaction. For 
these indemnifications, the initial liability is amortized 
to income as the Company’s risk is reduced (i.e., over 
time as the Company’s exposure is reduced or when the 
indemnification expires).   
 
Contingent liabilities that exists as a result of a guarantee 
or indemnification, are separately recognized using the 
method same as the one followed for loans and debt 
securities that are held for investments/maturity.   
 
All other contingent liabilities are recognized when it 
becomes probable that a loss has been incurred and the 
amount of the loss is reasonably estimable.

The Company typically sells loans servicing retained in 
either a pooled loan securitization transaction with a GSE, 
a whole loan sale to a GSE, or a whole loan sale to market 
participants such as other financial institutions, who 
purchase the loans for investment purposes or include them 
in a private label securitization transaction, or the loans 
are pooled and sold into a conforming loan securitization 
with a government-sponsored enterprise (“GSE”), provided 
loan origination parameters conform to GSE guidelines. 
Substantially all of the Company’s loan sales are pooled 
loan securitization transactions with GSEs. These 
conforming loan securitizations are guaranteed by GSEs, 
such as Fannie Mae, Ginnie Mae and Freddie Mac.  
 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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The Company may be required to repurchase mortgage 
loans or indemnify loan purchasers due to defects in the 
origination process of the loan, such as documentation 
errors, underwriting errors and judgments, early payment 
defaults and fraud. These obligations expose the Company 
to any credit loss on the repurchased mortgage loans after 
accounting for any mortgage insurance that it may receive. 
Generally, the maximum amount of future payments the 
Company would be required to make for breaches of these 
representations and warranties would be equal to the 
unpaid principal balance of such loans that are deemed to 
have defects that were sold to purchasers plus, in certain 
circumstances, accrued and unpaid interest on such 
loans and certain expenses. See Note X, Commitments, 
Guarantees, and Contingencies. 

The Company sells multifamily loans through the Fannie 
Mae Delegated Underwriting and Servicing Program 
(“DUS”®) (DUS® is a registered trademark of Fannie Mae.) 
that are subject to a credit loss sharing arrangement. 
The Company may also from time to time sell loans with 
recourse. When loans are sold with recourse or subject to 
a loss sharing arrangement, a liability is recorded based 
on the estimated fair value of the obligation under the 
accounting guidance for guarantees. These liabilities 
are included within other liabilities.         See Note X, 
Commitments, Guarantees, and Contingencies.

Entities that purchase loans, including through 
business combinations, will need to add a policy 
statement for how acquired loans with credit 
deterioration since origination are accounted for at 
acquisition.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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NOTE X–INVESTMENT SECURITIES 
THE FOLLOWING TABLE SETS FORTH CERTAIN INFORMATION REGARDING THE 
AMORTIZED COST AND FAIR VALUES OF OUR INVESTMENT SECURITIES AVAILABLE 
FOR SALE.

Beginning in the 
year of adoption, 
add disclosures for 
available-for-sale 
and held-to-maturity 
securities required 
by ASC 326.

Beginning in the 
year of adoption 
add a column for 
allowance for credit 
losses applicable to 
each major security 
type. ASC 320-10-
5—1.)

At December 31, 20x5

(in thousands) Amortized
cost

Gross 
unrealized

gains

Gross 
unrealized

losses

Fair
value

Mortgage - backed securities:

Residential xx,xxx xx (xx) x,xxx

Commercial xxx,xxx xx (xx) x,xxx

Municipal bonds xx,xxx xxx (xx) x,xxx

Collateralized mortgage obligations:

Residential xxx,xxx xx (xxx) x,xxx

Commercial xx,xxx xx (xxx) x,xxx

Corporate debt securities xxx,xxx xxx (xxx) x,xxx

U. S. Treasury  securities xxx,xxx xxx (-) x,xxx

xxx,xxx x,xxx (x,xxx) xxx,xxx

$ $

$

$

$

$

$$

At December 31, 20x4

(in thousands) Amortized
cost

Gross 
unrealized

gains

Gross 
unrealized

losses

Fair
value

Mortgage - backed securities:

Residential xxx,xxx xx (xx) xxx,xxx

Commercial xx,xxx xxx (xx) xx,xxx

Municipal bonds xx,xxx xxx (xxx) xx,xxx

Collateralized mortgage obligations:

Residential xx,xxx x (x,xxx) xx,xxx

Commercial xx,xxx xxx (xx) xx,xxx

Corporate debt securities xx,xxx xxx (xxx) xx,xxx

U. S. Treasury  securities xx,xxx xxx - xx,xxx

x,xxx,xxx x,xxx (x,xxx) x,xxx,xxx

$ $

$

$

$

$

$$
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Note that for AFS debt securities that have 
unrealized losses and no allowance for credit 
losses, GAAP will require a narrative disclosure 
about nature of investment, cause of impairment, 
evidence considered by the company is coming to 
the conclusion that the impairment is not related 
to credit.

Mortgage-backed securities (“MBS”) and collateralized 
mortgage obligations (“CMO”) represent securities issued 
by government sponsored enterprises (“GSEs”). Each of the 
MBS and CMO securities in our investment portfolio are 
guaranteed by Fannie Mae, Ginnie Mae or Freddie Mac. 
Municipal bonds are comprised of general obligation bonds 
(i.e., backed by the general credit of the issuer) and revenue 
bonds (i.e., backed by revenues from the specific project be-
ing financed) issued by various municipal corporations. As 
of December 31, 20X5 and 20X4, all securities held, includ-
ing municipal bonds and corporate debt securities, were 
rated investment grade based upon external ratings where 
available and, where not available, based upon internal 
ratings which correspond to ratings as defined by Standard 
and Poor’s Rating Services (“S&P”) or Moody’s Investors 
Services (“Moody’s”). As of December 31, 20X5 and 20X4, 
substantially all securities held had ratings available by 
external ratings agencies.  
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      Investment  secur i t ies  avai lable  for  sa le  that  were in  an unreal ized loss 
pos i t ion are presented in  the fo l lowing tables  based on the length of  t ime the 
ind iv idual  secur i t ies  have been in  an unreal ized loss  pos i t ion.  

326-30-50-4 
requires that 
the number of 
investment positions 
that in an unrealized 
loss position be 
disclosed. This could 
be added to the 
tables below or 
disclosed separately.

At December 31, 20x5

Less than 12 months 12 months or more Total

(in thousands) Unrealized
losses

Fair
value

Unrealized
losses

Fair
value

Unrealized
losses

Fair
value

Mortgage - backed securities:

Residential (xxx) xx,xxx (xxx) xx,xxx (x,xxx) xx,xxx

Commercial (xxx) xx,xxx (xxx) xx,xxx (xxx) xx,xxx

Municipal bonds (xxx) xx,xxx (xxx) x,xxx (xxx) xx,xxx

Collateralized mortgage obligations:

Residential (xxx) xx,xxx (xxx) x,xxx (xxx) xx,xxx

Commercial (xxx) xx,xxx (xxx) x,xxx (xxx) xx,xxx

Corporate debt securities (xxx) xx,xxx (xxx) x,xxx (xxx) xx,xxx

U. S. Treasury  securities (xxx) xx,xxx (xxx) - (xxx) xx,xxx

(x,xxx) xxx,xxx (x,xxx) xx,xxx (x,xxx) xxx,xxx

$ $

$

$ $

$ $ $

$ $

$$

At December 31, 20x4

Less than 12 months 12 months or more Total

(in thousands) Unrealized
losses

Fair
value

Unrealized
losses

Fair
value

Unrealized
losses

Fair
value

Mortgage - backed securities:

Residential (x) xxx (xx) xx,xxx (xxx) xx,xxx

Municipal bonds (xx) xxxx (xxx) xx,xxx (xx) xx,xxx

Collateralized mortgage obligations:

Residential - - (xxx) xx,xxx (xxx) xx,xxx

Commercial (xxx) x,xxx (x) xx,xxx (xx) xx,xxx

Corporate debt securities (xxx) xx,xxx (xxx) xx,xxx (x,xxx) xx,xxx

(xxx) xx,xxx (x,xxx) xxx,xxx (x,xxx) xxx,xxx

$ $

$

$ $

$ $ $

$ $

$$
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The Company has evaluated available for sale debt securities 
that are in an unrealized loss position and has determined 
that the decline in value is unrelated to credit loss and 
is related to the change in market interest rates since 
purchase. In addition, as of December 31, 20X5 and 20X4, 
the Company had not made a decision to sell any of its debt 
securities held, nor did the Company consider it more likely 
than not that it would be required to sell such securities 
before recovery of their amortized cost basis.        None of 
the available for sale debt securities held by the bank are 
past due at December 31, 20X5

ASU 326-20-50-14 requires disclosure of past due 
status of financial assets covered by CECL.

The following tables present the fair value of debt securities available for sale by contractual maturity along with the associated 
contractual yield for the periods indicated below. Contractual maturities for mortgage-backed securities and collateralized 
mortgage obligations as presented exclude the effect of expected prepayments. Expected maturities will differ from contractual 
maturities because borrowers may have the right to prepay obligations before the underlying mortgages mature. The weighted-
average yield is computed using the contractual coupon of each security weighted based on the fair value of each security and 
does not include adjustments to a tax equivalent basis. 

At December 31, 20x5

Within one year After one year
through five years

After five years
through ten years After ten years Total

(in thousands) Fair 
value

Weighted
average

yield

Fair
value

Weighted
average

yield

Fair 
value

Weighted
average

yield

Fair 
value

Weighted
average

yield

Fair 
value

Weighted
average

yield

Mortgage-backed 
securities: 

Residential xx x.x% x x.x% x,xxx x.x% xx,xxx x.x% xx,xxx x.x%

Commercial xx x.x xx x.x x,xxx x.x x,xxx x.x xx,xxx x.x

Municipal bonds xxx x.x xxx x.x xx,xxx x.x xxx,xxx x.x xxx,xxx x.x

Collateralized mortga-
ge obligations:

Residential xxx x.x xxx x.x xxx x.x xx,xxx x.x xx,xxx x.x

Commercial xx x.x xxx x.x xx,xxx x.x xx,xxx x.x xx,xxx x.x

Corporate debt 
securities

xxx x.x xx,xxx x.x xx,xxx x.x xx,xxx x.x xx,xxx x.x

U.S. Treasury 
securities 

xx,xxx x.x xxx x.x xxx x.x - - xx,xxx x.x

Total available for sale xx,xxx x.x% xx,xxx x.x% xxx,xxx x.x% xxx,xxx x.x% xxx,xxx x.x%

$

$ $ $

$ $ $ $

$$
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     ACTIVITY IN THE ALLOWANCE FOR CREDIT LOSSES FOR AVAILABLE FOR SALES 
SECURITIES BY CATEGORY OF SECURITIES WAS AS FOLLOWS

Include in the 
rollforward, as 
needed, additions 
to the allowance 
for purchases of 
securities with 
credit deterioration, 
reductions for 
securities sold, 
reductions in the 
allowance because 
the bank intends 
to sell a security 
or more likely than 
not will be required 
to sell a security 
before recovery of 
its amortized cost 
basis. (ASC 326-
30-50-9)

Purchased Securities with Credit Deterioration. To the extent the bank acquired securities with credit deterioration during 
the current reporting period, provide a reconciliation of the difference between the purchase price and the par value of 
the securities, including, the purchase price, the allowance for credit losses at the acquisition date based on the bank’s 
assessment, the discount or premium attributable to other factors, and par value.

Year Ended December 31, 20X5

(in thousands) Beginning
balance

Charge
offs Recoveries (Reversal of

Provision)
Ending
balance

Mortgage - backed securities:

Residential xx,xxx (x,xxx) xxx x,xxx x,xxx

Commercial x,xxx (xxx) xxx xxx x,xxx

Municipal bonds xx,xxx (x,xxx) x,xxx x,xxx xx,xxx

Collateralized mortgage obligations:

Residential x,xxx (xxx) xx x,xxx x,xxx

Commercial x,xxx (xxx) xxx x,xxx x,xxx

Corporate debt securities x,xxx (xx) x,xxx x,xxx x,xxx

U. S. Treasury  securities - - - - -

Total Allowance for Credits Losses xx,xxx (x,xxx) x,xxx (x,xxx) xx,xxx

$ $ $ $ $

$ $ $ $ $

Year Ended December 31, 20X4

(in thousands) Beginning
balance

Charge
offs Recoveries (Reversal of

Provision)
Ending
balance

Mortgage - backed securities:

Residential xx,xxx (x,xxx) xxx x,xxx x,xxx

Commercial x,xxx (xxx) xxx xxx x,xxx

Municipal bonds xx,xxx (x,xxx) x,xxx x,xxx xx,xxx

Collateralized mortgage obligations:

Residential x,xxx (xxx) xx x,xxx x,xxx

Commercial x,xxx (xxx) xxx x,xxx x,xxx

Corporate debt securities x,xxx (xx) x,xxx x,xxx x,xxx

U. S. Treasury  securities - - - - -

Total Allowance for Credits Losses xx,xxx (x,xxx) x,xxx (x,xxx) xx,xxx

$ $ $ $ $

$ $ $ $ $
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NOTE X–LOANS AND CREDIT QUALITY 
For a detailed discussion of loans and credit quality, including accounting policies and the methodology used to estimate the 
allowance for credit losses, see Note 1, Summary of Significant Accounting Policies. 

The Company’s portfolio of loans held for investment is divided into two portfolio segments, consumer loans and commercial 
loans, which are the same segments used to estimate expected credit losses reported in the allowance for credit losses for 
loans held for investment. Within each portfolio segment, the Company monitors and assesses credit risk based on the risk 
characteristics of each of the following loan classes: single family and home equity and other loans within the consumer loan 
portfolio segment and commercial real estate, multifamily, construction/land development and commercial business loans 
within the commercial loan portfolio segment.  

CREDIT RISK CONCENTRATIONS 
 
Concentrations of credit risk arise when a number of 
customers are engaged in similar business activities or 
activities in the same geographic region, or when they have 
similar economic features that would cause their ability 
to meet contractual obligations to be similarly affected by 
changes in economic conditions. 
 
Loans held for investment are primarily secured by real 
estate located in the Western states, including, California 
and Hawaii. At December 31, 20X5, we had concentrations 
representing 10% or more of the total portfolio by state 
and property type for the loan classes of single family, 
commercial real estate and construction/land development 
within the state of Utah, which represented XX.0%, XX% 
and XX% of the total portfolio, respectively. Additionally, we 
had a concentration representing 10% or more by state and 
property type for the single family loan class within the state 
of Oregon, which represented XX% of the total portfolio. At 
December 31, 20X4 we had concentrations representing 10% 
or more of the total portfolio by state and property type for 
the loan classes of single family, commercial real estate and 
construction/land development within the state of California, 
which represented XX% and XX% and XX% of the total 
portfolio, respectively. 

CREDIT QUALITY 
 
Management considers the level of allowance for loan 
losses to be a reasonable and supportable estimate of 
expected credit losses inherent within the loans held for 
investment portfolio as of December 31, 20X5. In addition 
to the allowance for credit losses, the Company maintains 
a separate allowance for credit losses related to off-
balance-sheet credit exposures, including unfunded loan 
commitments, and this amount is included in accounts 
payable and other liabilities on the consolidated statements 
of financial condition.  
 
For further information on the policies that govern the 
estimation of the allowances for credit losses levels, see Note 
1, Summary of Significant Accounting Policies.
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ACTIVITY IN THE ALLOWANCES FOR CREDIT LOSSES WAS AS FOLLOWS

Include in the 
rollforward the 
initial allowance 
for credit losses 
recognized 
on purchased 
loans with credit 
deterioration, if 
applicable. (ASU 
326-20-50-13) 

ACTIVITY IN THE ALLOWANCE FOR CREDIT LOSSES FOR LOANS HELD FOR INVESTMENT 
BY LOAN PORTFOLIO AND LOAN CLASS WAS AS FOLLOWS

Year Ended December 31

(in thousands) 20x5 20x4 20x3

Allowance for credit losses for loans held for investment (roll-forward):

Beginning balance xx,xxx xx,xxx xx,xxx

Expense (reversal of expense) for credit losses x,xxx x,xxx x,xxx

(Charge-offs), net of recoveries (x,xxx) (x,xxx) (x,xxx)

Ending balance xx,xxx xx,xxx xx,xxx

Allowance for credit losses for off-balance-sheet credit exposures 
(roll-forward): 

Beginning balance x,xxx x,xxx xx,xxx

Expense (reversal of expense) for credit losses xxx xx x,xxx

(Charge-offs), net of recoveries (xxx) (xx) (x,xxx)

Ending balance xx,xxx xx,xxx xx,xxx

$ $ $

$ $ $

(in thousands) Beginning
balance

Charge
offs Recoveries

Expense 
(Reversal of 

Expense)

Ending
balance

Consumer loans

Single family xx,xxx (x,xxx) xxx x,xxx x,xxx

Home equity and other x,xxx (xxx) xxx xxx x,xxx

xx,xxx (x,xxx) x,xxx x,xxx xx,xxx

Commercial loans 

Commercial real estate x,xxx (xxx) xx x,xxx x,xxx

Multifamily x,xxx (xxx) xxx x,xxx x,xxx

Construction/land development x,xxx (xx) x,xxx x,xxx x,xxx

Commercial business x,xxx (xx) xxx x,xxx x,xxx

x,xxx (x,xxx) x,xxx x,xxx x,xxx

Total allowance for credit losses for loans held for 
investment

x,xxx (x,xxx) x,xxx x,xxx x,xxx

Year ended December 31, 20x5

$ $ $ $ $

$ $ $ $ $
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(in thousands) Beginning
balance

Charge
offs Recoveries

Expense 
(Reversal of 

Expense)

Ending
balance

Consumer loans

Single family xx,xxx (x,xxx) xxx x,xxx x,xxx

Home equity and other x,xxx (xxx) xxx xxx x,xxx

xx,xxx (x,xxx) x,xxx x,xxx xx,xxx

Commercial loans 

Commercial real estate x,xxx (xxx) xx x,xxx x,xxx

Multifamily x,xxx (xxx) xxx x,xxx x,xxx

Construction/land development x,xxx (xx) x,xxx x,xxx x,xxx

Commercial business x,xxx (xx) xxx x,xxx x,xxx

x,xxx (x,xxx) x,xxx x,xxx x,xxx

Total allowance for credit losses for loans held for 
investment

x,xxx (x,xxx) x,xxx x,xxx x,xxx

Year ended December 31, 20x4

$ $ $ $ $

$ $ $ $ $
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THE FOLLOWING TABLE DISAGGREGATES OUR ALLOWANCE FOR CREDIT LOSSES 
AND AMORTIZED COST BASIS IN LOANS BY MEASUREMENT METHODOLOGY. 

At December 31, 20X5 

(in thousands)

Allowance:
Collectively 

evaluated for 
credits loss

Allowance:
Individually 

evaluated for 
credits loss

Total 
Allowance

Loans: 
Collectively 

evaluated for 
credits loss

Loans: 
Individually 

evaluated for 
credits loss

Total 
Loans

Consumer loans

Single family x,xxx xxx x,xxx x,xxx,xxx xx,xxx xx,xxx,xxx

Home equity and other x,xxx xxx x,xxx xx,xxx xxx xx,xxx

xx,xxx x,xxx xx,xxx x,xxx,xxx xx,xxx xx,xxx,xxx

Commercial loans 

Commercial real estate xx,xxx x,xxx xx,xxx xxx,xxx xx,xxx xxx,xxx

Multifamily x,xxx x,xxx xx,xxx xxx,xxx xx,xxx xxx,xxx

Construction/land development x,xxx xxx x,xxx xxx,xxx x,xxx xxx,xxx

Commercial business xx,xxx xxx xx,xxx xxx,xxx x,xxx xxx,xxx

xx,xxx x,xxx xx,xxx x,xxx,xxx xx,xxx x,xxx,xxx

Total loans held for investment xx,xxx x,xxx xx,xxx x,xxx,xxx xx,xxx xx,xxx,xxx

$ $ $ $ $

$ $ $ $ $

At December 31, 20x4

(in thousands) 

Allowance:
Collectively 

evaluated for 
credits loss

Allowance:
Individually 

evaluated for 
credits loss

Total

Loans: 
Collective 

evaluated for 
credits loss

Loans: 
Individual 

evaluated for 
credits loss

Total 

Consumer loans

Single family x,xxx xxx x,xxx x,xxx,xxx xx,xxx x,xxx,xxx

Home equity and other x,xxx xxx x,xxx xx,xxx xxx xx,xxx

xx,xxx x,xxx xx,xxx x,xxx,xxx xx,xxx x,xxx,xxx

Commercial loans 

Commercial real estate xx,xxx x,xxx xx,xxx xxx,xxx xx,xxx xxx,xxx

Multifamily x,xxx x,xxx xx,xxx xxx,xxx xx,xxx xxx,xxx

Construction/land development x,xxx xxx x,xxx xxx,xxx x,xxx xxx,xxx

Commercial business xx,xxx xxx xx,xxx xxx,xxx x,xxx xxx,xxx

xx,xxx x,xxx xx,xxx x,xxx,xxx xx,xxx x,xxx,xxx

Total xx,xxx x,xxx xx,xxx x,xxx,xxx xx,xxx xx,xxx,xxx

$ $ $ $ $

$ $ $ $ $
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Credit Quality Indicators

The current distinction between loans individually 
identified as impaired and not individually identified as 
impaired is replaced in CECL by the distinction between 
loans for which credit loss is measured for pools with 
similar risk characteristics and individual loans that do 
not share similar risk characteristics for which credit loss 
is measured on an individual loan basis.

Management regularly reviews loans in the portfolio to assess 
credit quality indicators and to determine appropriate loan 
classification and grading in accordance with applicable bank 
regulations. The Company’s risk rating methodology assigns 
risk ratings ranging from 1 to 10, where a higher rating 
represents higher risk. The Company differentiates its lending 
portfolios into loans sharing common risk characteristics 
for which expected credit loss is measured on a pool basis 
and loans not sharing common risk characteristics for which 
credit loss is measured individually.  
 
The 10 risk rating categories can be generally described by 
the following groupings for loans for which expected credit 
loss is measured individually: 
 
Pass. We have five pass risk ratings which represent a level 
of credit quality that ranges from no well-defined deficiency 
or weakness to some noted weakness, however the risk 
of default on any loan classified as pass is expected to be 
remote. The five pass risk ratings are described below:  
 
Minimal Risk.  A minimal risk loan, risk rated 1-Exceptional, 
is to a borrower of the highest quality. The borrower has an 
unquestioned ability to produce consistent profits and service 
all obligations and can absorb severe market disturbances 
with little or no difficulty. 

Low Risk.  A low risk loan, risk rated 2-Superior, is similar in 
characteristics to a minimal risk loan. Balance sheet and 
operations are slightly more prone to fluctuations within 
the business cycle; however, debt capacity and debt service 
coverage remains strong. The borrower will have a strong 
demonstrated ability to produce profits and absorb market 
disturbances.  
 
Modest Risk.  A modest risk loan, risk rated 3-Excellent, is 
a desirable loan with excellent sources of repayment and 
no currently identifiable risk associated with collection. 
The borrower exhibits a very strong capacity to repay the 
loan in accordance with the repayment agreement. The 
borrower may be susceptible to economic cycles, but will 
have cash reserves to weather these cycles. 
 
Average Risk.  An average risk loan, risk rated 4-Good, is 
an attractive loan with sound sources of repayment and 
no material collection or repayment weakness evident. The 
borrower has an acceptable capacity to pay in accordance 
with the agreement. The borrower is susceptible to 
economic cycles and more efficient competition, but should 
have modest reserves sufficient to survive all but the most 
severe downturns or major setbacks. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Acceptable Risk.  An acceptable risk loan, risk rated 
5-Acceptable, is a loan with lower than average, but still 
acceptable credit risk. These borrowers may have higher 
leverage, less certain but viable repayment sources, have 
limited financial reserves and may possess weaknesses that 
can be adequately mitigated through collateral, structural 
or credit enhancement. The borrower is susceptible to 
economic cycles and is less resilient to negative market forces 
or financial events. Reserves may be insufficient to survive a 
modest downturn. 

Watch. A watch loan, risk rated 6-Watch, is still pass-rated, 
but represents the lowest level of acceptable risk due to an 
emerging risk element or declining performance trend. Watch 
ratings are expected to be temporary, with issues resolved 
or manifested to the extent that a higher or lower rating 
would be appropriate. The borrower should have a plausible 
plan, with reasonable certainty of success, to correct the 
problems in a short period of time. Borrowers rated watch are 
characterized by elements of uncertainty, such as: 

• The borrower may be experiencing declining operating 
trends, strained cash flows or less-than anticipated 
performance. Cash flow should still be adequate to 
cover debt service, and the negative trends should 
be identified as being of a short-term or temporary 
nature.  

• The borrower may have experienced a minor, 
unexpected covenant violation.

• Companies who may be experiencing tight working 
capital or have a cash cushion deficiency. 

• A loan may also be a watch if financial information is 
late, there is a documentation deficiency, the borrower 
has experienced unexpected management turnover, or 
if they face industry issues that, when combined with 
performance factors create uncertainty in their future 
ability to perform.

• Delinquent payments, increasing and material 
overdraft activity, request for bulge and/or out- of-
formula advances may be an indicator of inadequate 
working capital and may suggest a lower rating. 

• Failure of the intended repayment source to 
materialize as expected, or renewal of a loan (other 
than cash/marketable security secured or lines of 
credit) without reduction are possible indicators of a 
watch or worse risk rating.  

Special Mention. A special mention loan, risk rated 
7-Special Mention, has potential weaknesses that deserve 
management’s close attention. If left uncorrected, these 
potential weaknesses may result in deterioration of the 
repayment prospects for the loans or the institutions credit 
position at some future date. They contain unfavorable 
characteristics and are generally undesirable. Loans in this 
category are currently protected but are potentially weak 
and constitute an undue and unwarranted credit risk, but 
not to the point of a substandard classification. A special 
mention loan has potential weaknesses, which if not checked 
or corrected, weaken the loan or inadequately protect the 
Company’s position at some future date. Such weaknesses 
include:  

• Performance is poor or significantly less than 
expected. There may be a temporary debt-servicing 
deficiency or inadequate working capital as 
evidenced by a cash cushion deficiency, but not to 
the extent that repayment is compromised. Material 
violation of financial covenants is common.  

• Loans with unresolved material issues that 
significantly cloud the debt service outlook, even 
though a debt servicing deficiency does not 
currently exist.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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• Modest underperformance or deviation from plan 
for real estate loans where absorption of rental/
sales units is necessary to properly service the debt 
as structured. Depth of support for interest carry 
provided by owner/guarantors may mitigate and 
provide for improved rating. 

• This rating may be assigned when a loan officer 
is unable to supervise the credit properly, an 
inadequate loan agreement, an inability to control 
collateral, failure to obtain proper documentation, or 
any other deviation from prudent lending practices. 

• Unlike a substandard credit, there should be a 
reasonable expectation that these temporary 
issues will be corrected within the normal course of 
business, rather than liquidation of assets, and in a 
reasonable period of time. 

Substandard. A substandard loan, risk rated 8-Substandard, 
is inadequately protected by the current sound worth and 
paying capacity of the borrower or of the collateral pledged, if 
any. Loans so classified must have a well-defined weakness or 
weaknesses that jeopardize the liquidation of the loan. They 
are characterized by the distinct possibility that the Company 
will sustain some loss if the deficiencies are not corrected. 
Loss potential, while existing in the aggregate amount of 
substandard loans, does not have to exist in individual loans 
classified substandard. Loans are classified as substandard 
when they have unsatisfactory characteristics causing 
unacceptable levels of risk. A substandard loan normally has 
one or more well-defined weaknesses that could jeopardize 
repayment of the loan. The likely need to liquidate assets to 
correct the problem, rather than repayment from successful 
operations is the key distinction between special mention 
and substandard. The following are examples of well-defined 
weaknesses: 

• Cash flow deficiencies or trends are of a magnitude 
to jeopardize current and future payments with no 
immediate relief. A loss is not presently expected, 
however the outlook is sufficiently uncertain to 
preclude ruling out the possibility. 

• The borrower has been unable to adjust to prolonged 
and unfavorable industry or economic trends.

 
• Material underperformance or deviation from plan 

for real estate loans where absorption of rental/sales 
units is necessary to properly service the debt and risk 
is not mitigated by willingness and capacity of owner/
guarantor to support interest payments.

 
• Management character or honesty has become 

suspect. This includes instances where the borrower 
has become uncooperative.

• Due to unprofitable or unsuccessful business 
operations, some form of restructuring of the 
business, including liquidation of assets, has become 
the primary source of loan repayment. Cash flow 
has deteriorated, or been diverted, to the point that 
sale of collateral is now the Company’s primary 
source of repayment (unless this was the original 
source of repayment). If the collateral is under the 
Company’s control and is cash or other liquid, highly 
marketable securities and properly margined, then a 
more appropriate rating might be special mention or 
watch. 

• The borrower is involved in bankruptcy proceedings 
where collateral liquidation values are expected to 
fully protect the Company against loss. 

• There is material, uncorrectable faulty documentation 
or materially suspect financial information.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Doubtful. Loans classified as doubtful, risk rated 9-Doubtful, 
have all the weaknesses inherent in one classified 
substandard with the added characteristic that the 
weaknesses make collection or liquidation in full, on the 
basis of currently existing facts, conditions and values, 
highly questionable and improbable. The possibility of loss 
is extremely high, but because of certain important and 
reasonably specific pending factors, which may work towards 
strengthening of the loan, classification as a loss (and 
immediate charge-off) is deferred until more exact status may 
be determined. Pending factors include proposed merger, 
acquisition, liquidation procedures, capital injection, and 
perfection of liens on additional collateral and refinancing 
plans. In certain circumstances, a doubtful rating will be 
temporary, while the Company is awaiting an updated 
collateral valuation. In these cases, once the collateral is 
valued and appropriate margin applied, the remaining 
un-collateralized portion will be charged-off. The remaining 
balance, properly margined, may then be upgraded to 
substandard, however must remain on non-accrual. 

Loss. Loans classified as loss, risk rated 10-Loss, are 
considered un-collectible and of such little value that the 
continuance as an active Company asset is not warranted. 
This rating does not mean that the loan has no recovery or 
salvage value, but rather that the loan should be charged-off 
now, even though partial or full recovery may be possible in 
the future. 

Loans sharing common risk characteristics for which 
expected loss is measured on a pool basis maintain their 
original risk rating until they are greater than 30 days past 
due, and risk rating reclassification is based primarily on 
the past due status of the loan. The risk rating categories 
can be generally described by the following groupings for 
commercial and commercial real estate loans: 

Watch.  A homogeneous watch loan, risk rated 6, is 30-59 
days past due from the required payment date at month-end. 
 
Special Mention.  A homogeneous special mention loan, risk 
rated 7, is 60-89 days past due from the required payment 
date at month-end. 
 
Substandard.  A homogeneous substandard loan, risk rated 
8, is 90-179 days past due from the required payment date at 
month-end. 
 
Loss.  A homogeneous loss loan, risk rated 10, is 180 days 
and more past due from the required payment date. These 
loans are generally charged-off in the month in which the 180 
day time period elapses. 
 
The risk rating categories can be generally described by the 
following groupings for residential and home equity and 
other homogeneous loans: 

Watch.  A homogeneous retail watch loan, risk rated 6, is 60-
89 days past due from the required payment date at month-
end.

Substandard.  A homogeneous retail substandard loan, risk 
rated 8, is 90-180 days past due from the required payment 
date at month-end.  
 
Loss.  A homogeneous retail loss loan, risk rated 10, becomes 
past due 180 cumulative days from the contractual due date. 
These loans are generally charged-off in the month in which 
the 180 day period elapses.  

Residential and home equity loans modified in a troubled 
debt restructure are not considered homogeneous. The risk 
rating classification for such loans are based on the non-
homogeneous definitions noted above. 

The following tables summarize designated loan grades by 
loan portfolio segment and loan class

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Term Loans 
Amortized Cost Basis by Origination Year

As of  December 31, 20x5 20x5 20x4 20x3 20x2 20x1 Prior Revolving Loans 
Amortized Cost Basis Total

Residential Mortgage:
Risk
Rating:

1 - 5 internal grade $    - $    - $     - $    - $    - $     - $               - $         -

6 internal grade - - - - - - - -

7 internal grade - - - - - - - -

8 internal grade - - - - - - - -

9 internal grade - - - - - - - -

Total residential mortgage loans $     - $     - $     - $     - $     - $     - $                - $          -

Residential Mortgage loans:
Current-period gross writeoffs $    - $     - $     - $     - $     - $      - $                - $          -

Current-period recoveries - - - - - - - -

Current-period net writeoffs $    - $    - $     - $    - $     - $      - $                - $          -

Consumer: 
Risk 
Rating: 

1 - 5 internal grade $    - $     - $     - $     - $     - $     - $                - $          -

6 internal grade - - - - - - - -

7 internal grade - - - - - - - -

8 internal grade - - - - - - - -

9 internal grade - - - - - - - -

Total consumer $     - $     - $     - $     - $     - $     - $                - $          -

Consumer loans: 
Current-period gross writeoffs $    - $    - $     - $     - $     - $     - $                - $          -

Current-period recoveries - - - - - - - -

Current-period net writeoffs $    - $    - $     - $     - $     - $     - $                - $          -

Commercial Business:
Risk 
Rating: 

1 - 5 internal grade $    - $    - $     - $     - $     - $     - $                - $          -

6 internal grade - - - - - - - -

7 internal grade - - - - - - - -

8 internal grade - - - - - - - -

9 internal grade - - - - - - - -

Total commercial business $    - $     - $     - $     - $     - $     - $                - $          -

Commercial Business Loans:
Current-period gross writeoffs $    - $     - $     - $     - $     - $      - $                - $          -

Current-period recoveries - - - - - - - -

Current-period net writeoffs $    - $    - $     - $     - $     - $     - $                - $          -

Commercial Mortgage:
Risk 
Rating: 

1 - 5 internal grade $     - $     - $     - $     - $     - $     - $                - $          -

6 internal grade - - - - - - - -

7 internal grade - - - - - - - -

8 internal grade - - - - - - - -

9 internal grade - - - - - - - -

Total commercial mortgage $    - $     - $     - $     - $     - $     - $                - $          -

Commercial Mortgage Loans:
Current-period gross writeoffs $    - $    - $     - $     - $     - $     - $                - $          -

Current-period recoveries - - - - - - - -

Current-period net writeoffs $    - $    - $     - $     - $     - $     - $                - $          -



 

         

30  CECL Modifications of Typical ALLL Disclosures

Nonaccrual and Past Due Loans 
Loans are placed on nonaccrual status when the full and timely collection of principal and interest is doubtful, generally when 
the loan becomes 90 days or more past due for principal or interest payment or if part of the principal balance has been 
charged off. Loans whose repayments are insured by the FHA or guaranteed by the VA are generally maintained on accrual 
status even if 90 days or more past due. 

THE FOLLOWING TABLE PRESENTS AN AGING ANALYSIS OF PAST DUE LOANS
BY LOAN PORTFOLIO SEGMENT AND LOAN CLASS. 

At December 31, 20x5

30 - 59 days 60 - 89 days 90 days 
or more

Total
past due Current Total

Loans

90 days or 
more past 
due and 
accuring

Consumer loans

Single family x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx x,xxx

Home equity and other x,xxx xx xxx x,xxx xxx,xxx xxx,xxx xxx

x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx x,xxx

Commercial loans 

Commercial real estate xxx xxx x,xxx x,xxx x,xxx,xxx x,xxx,xxx xx

Multifamily xxx x,xxx xx x,xxx xxx,xxx xxx,xxx -

Construction/land development xx xx xx xxx xx,xxx xx,xxx xx

Commercial business xxx xx xxx x,xxx xxx,xxx xxx,xxx xx

x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx xx

x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx x,xxx

$ $ $ $ $ $ $

$ $ $ $ $ $ $

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.



 

         

31  CECL Modifications of Typical ALLL Disclosures

At December 31, 20x4

30 - 59 days 60 - 89 days 90 days 
or more

Total
past due Current Total

Loans

90 days or 
more past 
due and 
accuring

Consumer loans

Single family x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx x,xxx

Home equity and other x,xxx xx xxx x,xxx xxx,xxx xxx,xxx xxx

x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx x,xxx

Commercial loans 

Commercial real estate xxx xxx x,xxx x,xxx x,xxx,xxx x,xxx,xxx xx

Multifamily xxx x,xxx xx x,xxx xxx,xxx xxx,xxx -

Construction/land development xx xx xx xxx xx,xxx xx,xxx xx

Commercial business xxx xx xxx x,xxx xxx,xxx xxx,xxx xx

x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx xx

x,xxx x,xxx x,xxx xx,xxx x,xxx,xxx x,xxx,xxx x,xxx

$ $ $ $ $ $ $

$ $ $ $ $ $ $

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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THE FOLLOWING TABLES PRESENT PERFORMING AND NONPERFORMING LOAN 
BALANCES BY LOAN PORTFOLIO SEGMENT AND LOAN CLASS. 

At December 31, 20x5

(in thousands) Actual Nonaccrual Total

Consumer loans

Single family x,xxx,xxx   x,xxx x,xxx,xxx

Home equity and other xxx,xxx x,xxx xxx,xxx

x,xxx,xxx xx,xxx x,xxx,xxx

Commercial loans 

Commercial real estate xxx,xxx x,xxx xxx,xxx

Multifamily xxx,xxx xxx xxx,xxx

Construction/land development xxx,xxx x,xxx xxx,xxx

Commercial business xxx,xxx xxx xxx,xxx

x,xxx,xxx x,xxx x,xxx,xxx

x,xxx,xxx xx,xxx x,xxx,xxx

$ (1) $ $

$ $ $

Insert amounts of 
interest income, if any, 
recognized during the 
period on nonaccrual 
loans.
(ASU 326-20-50-16 b.)
Also, insert the 
amortized cost basis 
of loans on nonaccrual 
status for which 
there is no related 
allowance for credit 
losses at the reporting 
date. (ASU 326-20-50-
16 d.)

(1)  Includes $XX million of loans at December 31, 20X5 where a fair value option election was made at the time of 
origination and, therefore, are carried at fair value with changes recognized in the consolidated statements of operations.  

At December 31, 20x4

(in thousands) Actual Nonaccrual Total

Consumer loans

Single family x,xxx,xxx   x,xxx x,xxx,xxx

Home equity and other xxx,xxx x,xxx xxx,xxx

x,xxx,xxx xx,xxx x,xxx,xxx

Commercial loans 

Commercial real estate xxx,xxx x,xxx xxx,xxx

Multifamily xxx,xxx xxx xxx,xxx

Construction/land development xxx,xxx x,xxx xxx,xxx

Commercial business xxx,xxx xxx xxx,xxx

x,xxx,xxx x,xxx x,xxx,xxx

x,xxx,xxx xx,xxx x,xxx,xxx

$ $ $

$ $ $

(1)

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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For loans for which the repayment is expected to be 
provided substantially through the operation or sale of 
the collateral and the borrower is experiencing financial 
difficulty, describe the type of collateral by class of loan.  
Also, qualitatively describe by class of loan the extent 
to which collateral secures the loans and significant 
changes in the extent to which collateral secures the 
collateral dependent loans, whether because of general 
deterioration or some other reason. (ASU326-20-50-20)

Insert disclosure of the amount of any significant 
purchases of loans during each reporting period 
(ASU326-20-50-11 h.) To the extent the bank acquired 
purchased loans with credit deterioration during the 
current reporting period, provide a reconciliation of 
the difference between the purchase price of the loans 
and the par value, including the purchase price, the 
allowance for credit losses at acquisition based on the 
bank’s assessment, the discount or premium related to 
other factors and par value.  (ASU326-20-50-19)

COLLATERAL-DEPENDENT LOANS LOANS IN PROCESS OF FORECLOSURE

TROUBLED DEBT RESTRUCTURINGS

LOANS PURCHASED

The recorded investment in consumer mortgage loans 
secured by residential real estate properties for which 
foreclosure proceedings are in process is $XX,XXX.

The following tables present information about TDR activity 
during the periods presented and loans that were modified 
as TDRs within the previous 12 months and subsequently 
re-defaulted during the years ended December 31, 20X5 
and 20X4, respectively. A TDR loan is considered re-
defaulted when it becomes doubtful that the objectives of 
the modifications will be met, generally when a consumer 
loan TDR becomes 60 days or more past due on principal or 
interest payments or when a commercial loan TDR becomes 
90 days or more past due on principal or interest payments.
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Modifications
As of December 31, 20x5, and 20x4

20x5 20x4

Number of 
Contracts

Pre-Modification
Outstanding 
Amortized 

Carrying Amount

Post-Modification
Outstanding 
Amortized 

Carrying Amount

Number of 
Contracts

Pre-Modification
Outstanding 
Amortized 

Carrying Amount

Post-Modification
Outstanding 
Amortized 

Carrying Amount

Troubled Debt Restructurings

Residential - prime xxx xx,xxx xx,xxx xxx xx,xxx xx,xxx

Residential - subprime xxx xx,xxx xx,xxx xxx xx,xxx xx,xxx

Consumer - other xxx xx,xxx xx,xxx xxx xx,xxx xx,xxx

Finance leases xxx xx,xxx xx,xxx xxx xx,xxx xx,xxx

Number of 
Contracts Amortized Carrying Amount Number of 

Contracts Amortized Carrying Amount

Troubled Debt Restructurings
That Subsequently Defaulted

Troubled debt restructurings:

Residential - prime xxx xx,xxx xxx xx,xxx

Residential - subprime xxx xx,xxx xxx xx,xxx

Consumer - other xxx xx,xxx xxx xx,xxx

Finance leases xxx xx,xxx xxx xx,xxx

$

$ $

$ $ $

In addition to the Table, add the qualitative disclosures 
required by ASU 310-10-50-33 through 50-34 including 
information about how such modifications and re-
defaults were factored into the determination of the 
allowance for credit losses. Also in accordance with 310-
40-50-1 disclose as of each balance sheet  presented the 
amount of commitments, if any, to lend additional funds 
to debtors owing receivables whose terms have been 
modified in TDRs.
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Note X–Commitments, Guarantees 
and Contingencies  

Commitments to extend credit are agreements to lend to 
customers in accordance with predetermined contractual 
provisions. These commitments may be for specific periods 
or contain termination clauses and may require the payment 
of a fee by the borrower. The total amount of unused 
commitments do not necessarily represent future credit 
exposure or cash requirements in that commitments may 
expire without being drawn upon.  
 
The Company makes certain unfunded loan commitments 
as part of its lending activities that have not been 
recognized in the Company’s financial statements. These 
include commitments to extend credit made as part of 
the Company’s lending activities on loans the Company 
intends to hold in its loans held for investment portfolio. The 
aggregate amount of these unrecognized unfunded loan 
commitments existing at December 31, 20X5 and 20X4 was 
$XX million and $XX million, respectively. 

COMMITMENTS

In the ordinary course of business, the Company extends 
secured and unsecured open-end loans to meet the financing 
needs of its customers. Undistributed construction loan 
commitments, where the Company has an obligation to 
advance funds for construction progress payments, were 
$XXX million and $XXX million at December 31, 20X5 and 
20X4, respectively. Unused home equity and commercial 
banking funding lines totaled $XXX million and $XXX 
million at December 31, 20X5 and 20X4, respectively. 
Certain agreements provide that the commitments are 
unconditionally cancellable by the bank and for those 
agreements no allowance for credit losses has been 
recorded. The Company has recorded an allowance for credit 
losses on loan commitments that are not unconditionally 
cancellable by the bank, included in accounts payable and 
other liabilities on the consolidated statements of financial 
condition, of $XX million and $XXX thousand at December 31, 
20X5 and 20X4, respectively. 

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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Item 9A  Controls and Procedures
EVALUATION OF DISCLOSURE 
CONTROLS AND PROCEDURES 

The Company carried out an evaluation, with the 
participation of our management and under the supervision 
of our Chief Executive Officer and Chief Financial Officer, of 
the effectiveness of our disclosure controls and procedures 
(as defined under Rule 13a-15(e) and Rule 15d-15(e) under 
the Exchange Act) as of the end of the period covered by 
this report. Based upon that evaluation, our Chief Executive 
Officer and Chief Financial Officer concluded that our 
disclosure controls and procedures were effective as of 
December 31, 20X5. 

MANAGEMENT’S REPORT ON INTERNAL 
CONTROL OVER FINANCIAL REPORTING 

The Company’s management is responsible for establishing 
and maintaining adequate internal control over financial 
reporting for the Company. Management assessed the 
effectiveness of the Company’s internal control over financial 
reporting as of December 31, 20X5, using the criteria set 
forth by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO) in Internal Control - Integrated 
Framework (2013). Our internal controls over financial 
reporting include those policies and procedures that (i) 
pertain to the maintenance of records that, in reasonable 
detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide 
reasonable assurance that transactions are recorded as 
necessary to permit preparation of financial statements in 
accordance with accounting principles generally accepted 
in the United States of America and that receipts and 
expenditures of the company are being made only in 
accordance with authorizations of management and 
directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection

of unauthorized acquisition, use or disposition of the 
company’s assets that could have a material effect on the 
financial statements. 

The effectiveness of our internal control over financial 
reporting as of December 31, 20X5 has been audited by Big 
Firm LLP, our independent registered public accounting firm, 
as stated in its report which is included elsewhere herein. 

CHANGES IN INTERNAL CONTROL OVER 
FINANCIAL REPORTING 

As required by Rule 13a-15(d), our management, including 
our Chief Executive Officer and Chief Financial Officer, also 
conducted an evaluation of our internal control over financial 
reporting to determine whether any changes occurred during 
the quarter ended December 31, 20X5 that have materially 
affected, or are reasonably likely to materially affect, our 
internal control over financial reporting.        There were 
no changes to our internal control over financial reporting 
that occurred during the quarter ended December 31, 20X5 
that have materially affected, or are reasonably likely to 
materially affect, our internal control over financial reporting. 

The bank should disclose material changes in controls 
related to the implementation of CECL.  The SEC 
staff was asked by the CAQ’s Regs Committee to 
explain whether the changes should be reported 
during the periods leading up to implementation as 
preparations are made or all at once in the period 
of implementation.  The staff indicated that they do 
not intend to focus their comments on the timing of 
disclosing changes in ICFR specifically related to the 
adoption of new accounting standards. However, they 
will closely review SAB 74 disclosures and comment if 
such disclosures appear materially deficient.

The illustrative disclosures in this document may not be appropriate for your entity. The illustrative disclosures in this document are not intended to be 
inclusive of all potential disclosures that may be appropriate or to provide the technical support and guidance needed to implement ASU 2016-13 in all or 
any circumstances. Consultation with appropriate experts in relation to specific facts and circumstances is needed by all entities that implement the ASU.
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**The information contained in this and other Abrigo white papers is intended to provide insight and support the financial 

institution’s efforts to make appropriate allowance determinations. However, it does not constitute regulatory policy, nor is 

intended to replace the exercise of appropriate judgement and analysis of actual circumstances by bank management.
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