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Disclaimers

The information contained herein is general in nature and is not intended, and
should not be construed, as legal, accounting, or tax advice or opinion
provided by CliftonLarsonAllen LLP to the user. The user also is cautioned that
this material may not be applicable to, or suitable for, the user’s specific
circumstances or needs, and may require consideration of non-tax and other
tax factors if any action is to be contemplated. The user should contact his or
her CliftonLarsonAllen LLP or other tax professional prior to taking any action
based upon this information. CliftonLarsonAllen LLP assumes no obligation to
inform the user of any changes in tax laws or other factors that could affect
the information contained herein.
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Learning Objective

At the end of this session, you will be able to:

* |dentify what you need to be doing in 2021 and how
to prepare yourself for implementation at your
Institution
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CECL is Coming: What you need to know

* Timing
 Where should you be?
 Early Adopters — What have we learned?

 What should you be doing to prepare for
implementation?
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Polling Question #1
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Timing

Where should you be today?

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor




Implementation Dates

e Large accelerated and accelerated filers — Annual reporting periods
beginning after December 15, 2019, including interim periods within
those fiscal years.

* CARES Act — Ability to defer implementation was granted to 12/31/20

 All other entities — Annual reporting periods beginning after
December 15, 2022, including interim periods within those fiscal
years.

 Note: Early adoption is permitted for fiscal years beginning after
December 15, 2018.
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CECL Implementation Timeline

Q4 2020 ; Ql-Q2 2021 Ql-Q2 2021 Q3 -Q4 2021 Q1 2022 Q4 2022
Select Vendor Calculate User Train with Meet with CLA Run Parallel CECL Becomes
& Inputs BankTrends Consultant Calculations for a effective after
Develop Onboard Team minumum of one Dec 2022
Plan year
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Polling Question #2
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Early Adopters

What have we learned?

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor




Early Adopter Banks

regate Assets Avg Assets
Quarter Adopted # Banks Aggreg g Median Increase Avg Increase
($000s) (S000s)
Q12020 166 14,836,445,922 13,131,454 72% 89%
Q2 & Q3 2020 7 40,251,286 5,750,184 69% 59%
173 14,876,697,208
All banks 5,025 21,217,252,239

Source: FDIC, BankTrends
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Early Adopter Banks
Asset Size At Adoption
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Early Adopter Banks
Count Of % Increase At Adoption

Clecreasze
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For CECL, Asset Size Matters

ALLL to Loans

©2020 CliftonLarsonAllen LLP
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Polling Question #3
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What should you be doing to
prepare for implementation?
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What should you be doing to prepare for implementation?

e Start planning early
 Monitor early adopters

* |dentify qualitative factors
e Utilize industry data
* Develop in-depth analysis to support qualitative factors
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Qualitative Factors

e Changesin lending policies and procedures, including changes in underwriting
standards and collection, charge-off, and recovery practices not considered
elsewhere in estimating credit losses. (Institution Specific)

©2020 CliftonLarsonAllen LLP

. Changes in international, national, regional, and local economic and business
conditions and developments that affect the collectability of the portfolio,
including the condition of various market segments. (i.e. unemployment vs. past dues)

e  Changes in the nature and volume of the portfolio and in the terms of loans.
(Institution Specific — Comparison of anticipated loan segments/concentrations)

 Changes in the experience, ability, and depth of lending management and other
relevant staff - (institution Specific)
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Qualitative Factors (Cont.)

e  Changes in the volume and severity of past due loans, the volume of non-accrual
loans, and the volume and severity of adversely classified or graded loans.

©2020 CliftonLarsonAllen LLP

e  Changes in the quality of the institution’s loan review system. (institution Specific)

e  Changes in the value of underlying collateral for collateral-dependent loans.
(Utilize industry data - FRED)

«  The existence and effect of any concentrations of credit, and changes in the level
of such concentrations. (institution Specific — investigate various concentrations)

The effect of other external factors such as competition and legal and
regulatory requirements on the level of estimated credit losses in the
institution’s existing portfolio. (institution Specific)
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How do we address these under CECL?

@ Create Opportunities

! 4

nAllen LLP

©2020 CliftonLarso

20



o
'
pur}
C
Q2
<
c
o
@
<
©
=
C
[e]
frar]
=
]
o
o
o
N
©

Screen Share
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Polling Question #4

Where should you be today?
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Model Validations

Why are these important?
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Question & Answer Session
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Joshua Juergensen,
Joshua.Juergenseni@x
(612) 397-3261

Michael Stinson =
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(415) 754-8659


https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
mailto:David.Heneke@CLAconnect.com
mailto:Joshua.Juergensen@CLAconnect.com
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