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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. While efforts have been made 
to ensure the content is accurate, the user should not rely on the information 
contained herein as authority and should consult with a licensed professional 
to obtain advise related to any particular situation. 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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Housekeeping

• If you are experiencing technical difficulties, please dial: 
800-422-3623.

• Q&A session will be held at the end of the presentation.

– Your questions can be submitted via the Questions Function at 
any time during the presentation.

• The PowerPoint presentation, as well as the webinar recording, 
will be sent to you within the next 10 business days.

• Please complete our online survey.
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About CliftonLarsonAllen

• A professional services firm with three distinct 
business lines

– Wealth Advisory

– Outsourcing

– Audit, Tax, and Consulting

• Serve more than 1,800 
financial institutions

• More than 5,000 employees

• Offices coast to coast

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC.
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Your Instructors: David Heneke

• David is a principal with CLA’s financial 
institutions team. He began his career with 
CliftonLarsonAllen in 2005 and has eleven years 
of experience working with financial institutions.

• David focuses on audits, internal audits, 
FDICIA/SOX compliance, mergers and 
acquisitions, and HUD FHA compliance for 
community banks. His clients range from $50 
million to $2 billion in assets. He performs 
training for banks across the country in the 
areas of internal audit and acquisition 
accounting.   
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Your Instructors: Josh Juergensen

• Josh is a principal with CLA’s financial institutions 
team. He began his career with CliftonLarsonAllen 
in 2006 and has eleven years of experience 
working with financial institutions.

• Josh devotes 100 percent of his time serving 
financial institutions with varying levels of 
complexity, and asset sizes ranging from $25 
million to more than $5 billion. He focuses on 
certified audits, directors’ examinations, internal 
audits, loan file reviews, and other consulting 
services. 
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What We Hope You Take Away

• High level understanding of the standard’s 
requirements and implementation timelines

• Possible model options and how to use these models 
to begin to estimate your number

• How to utilize call report information to estimate the 
impact of the new standard using the CECL Estimator 
tool
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POLLING QUESTION
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The Standard

ASC 326 Financial Instruments – Credit Losses: 
Measurement of Credit Losses on Financial 
Instruments
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CECL Overview

• Issued June 16, 2016

• Measure expected losses over life of loan

• http://www.fasb.org/cs/ContentServer?c=Document
_C&pagename=FASB%2FDocument_C%2FDocument
Page&cid=1176168232528
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ALLL Amount

• Unadjusted historical lifetime loss experience

• Plus or minus: Q Factor adjustments

• Plus or minus: adjustment for reasonable and 
supportable forecasts

• Equals: ALLL
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Implementation Timeline

How Far Along Do I Need to Be and Who Needs to 
Be Involved?

12



©
2

0
1

7
 C

lif
to

n
La

rs
o

n
A

lle
n

LL
P

WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Effective Dates for Banks with Calendar Year-
Ends

Entities Document(s) Effective date

SEC filers 10-Q and Call Report March 2020

Non-SEC public 
business entities

Call Report March 2021

All other entities Financial statements 
and Call Report

December 2021

13



©
2

0
1

7
 C

lif
to

n
La

rs
o

n
A

lle
n

LL
P

WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Public Business Entity

• Public Business Entity Conclusion

– Current evaluation

– Re-evaluation

• Need procedures to support initial conclusion and 
update annually, or more frequently if circumstances 
require
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Public Business Entity

• Entities not meeting the definition of a Public 
Business Entity

– Most banks with assets under $500 million

– S Corporations with contractual agreements restricting 
sale or transfer to preserve the S Corp election

– Mutuals
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CECL Implementation Approach

16



©
2

0
1

7
 C

lif
to

n
La

rs
o

n
A

lle
n

LL
P

WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

SMALL BANKS DO NOT NEED BIG MODELS!
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Model Selection

How Do I Decide What Model to Use?
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Available Methods

• Very flexible

• Choice of methods include:
• Loss-rate methods

• Probability of default and loss given default

• Migration analysis

• Vintage analysis

• Any reasonable approach or approaches may be 
used – guidance is not prescriptive.
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Let’s Look at Live Data

• We are going to look at three example models based 
on a real bank’s loan data:

• Discounted Cash Flow/Probability/Loss Given Default 
Analysis

• Static Pool/Migration Analysis

• Vintage Analysis
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Discounted Cash Flow/Probability of Default

21

• Define Inputs To Develop Cash Flow Streams
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Discounted Cash Flow/Probability of Default

22

• Develop Cash Flow Expectation
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Discounted Cash Flow/Probability of Default

23

• Compared NPV to Current Balance
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Static Pool Analysis Average Loss Rates for 
HELOC and 2nd REM

Loan Type

12.31.09 

Loan 

Lifetime 

Loss Rate

12.31.10 

Loan 

Lifetime 

Loss Rate

12.31.11 

Loan 

Lifetime 

Loss Rate

12.31.12 

Loan 

Lifetime 

Loss Rate

Average 

Lifetime 

Loss Rate

Current 

Balance

Expected 

Lifetime 

Losses

1-4 Family Junior Lien Closed 1 PASS 0.00% 0.00% 0.49% 0.00% 0.12% 8,369,403   10,166      

1-4 Family Junior Lien Closed 2 WATCH 0.00% 0.00% 0.00% 0.00% 0.00% 26,195        -                 

1-4 Family Junior Lien Closed 4 SUBSTANDARD 6.87% 36.08% 3.36% 38.22% 21.13% 86,658        18,313      

1-4 Family Revolving 1 PASS 0.00% 0.00% 0.00% 0.00% 0.00% 22,017,152 -                 

1-4 Family Revolving 4 SUBSTANDARD 0.00% 0.00% 0.00% 77.72% 19.43% 158,760      30,845      

Totals 30,658,167 59,325      

ALLL Percentage 0.19%
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Static Pool Analysis Average Loss Rates for 
C&I and CRE

Loan Type

12.31.09 

Loan 

Lifetime 

Loss Rate

12.31.10 

Loan 

Lifetime 

Loss Rate

12.31.11 

Loan 

Lifetime 

Loss Rate

12.31.12 

Loan 

Lifetime 

Loss Rate

Average 

Lifetime 

Loss Rate

Current 

Balance

Expected 

Lifetime 

Losses

Commercial & Industrial 1 PASS 0.32% 0.06% 2.31% 0.14% 0.71% 144,638,430 1,021,963   

Commercial & Industrial 2 WATCH 7.20% 5.01% 4.75% 0.67% 4.41% 8,222,738     362,567      

Commercial & Industrial 3 SPECIAL MENTION 38.17% 0.00% 0.00% 0.00% 9.54% 5,605             535              

Commercial & Industrial 4 SUBSTANDARD 15.78% 36.24% 100.00% 63.23% 53.81% 12,567,544   6,762,613   

Commercial & Industrial 5 DOUBTFUL 90.85% 0.00% 0.00% 0.00% 22.71% -                 -                   

Commercial & Industrial 6 LOSS 0.00% 0.00% 0.00% 0.00% 0.00% -                 -                   

Commercial Real Estate 1 PASS 1.15% 0.28% 1.33% 1.64% 1.10% 245,021,089 2,698,152   

Commercial Real Estate 2 WATCH 6.77% 0.00% 0.00% 0.00% 1.69% 10,674,754   180,739      

Commercial Real Estate 3 SPECIAL MENTION 1.49% 12.33% 14.80% 0.00% 7.15% 524,392        37,515        

Commercial Real Estate 4 SUBSTANDARD 17.94% 8.19% 8.62% 9.78% 11.13% 27,099,768   3,017,394   
Commercial Real Estate 5 DOUBTFUL 4.11% 0.00% 34.87% 100.00% 34.75% -                 -                   

Totals 448,754,319 14,081,477 

ALLL Percentage 3.14%
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Static Pool Analysis Weighted Average Losses 
for HELOC and 2nd REM

26

(1) (2) (3) = (1)/(2) (4) (5) = (3)x(4)

Loan Type

Total Charge 

Offs

Total Loans In 

Pools

Three Year 

Weighted 

Average Loss 

Rate

Current 

Principal 

Balance

ALLL Without 

Q Factors

1-4 Family Junior Lien Closed 1 PASS 82,327            44,644,192     0.18% 8,369,403        15,434              

1-4 Family Junior Lien Closed 2 WATCH -                       275,269           0.00% 26,195              -                        

1-4 Family Junior Lien Closed 4 SUBSTANDARD 95,956            429,460           22.34% 86,658              19,362              

1-4 Family Revolving 1 PASS -                       139,152,113   0.00% 22,017,152      -                        

1-4 Family Revolving 2 WATCH -                       584,039           0.00% -                        -                        

1-4 Family Revolving 3 SPECIAL MENTION -                       188,756           0.00% -                        -                        

1-4 Family Revolving 4 SUBSTANDARD 24,281            130,962           18.54% 158,760           29,435              

Totals 30,658,167      64,231              

ALLL Percentage 0.21%
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Static Pool Analysis  
Weighted Average Losses for C&I and CRE

27

(1) (2) (3) = (1)/(2) (4) (5) = (3)x(4)

Loan Type

Total Charge 

Offs

Total Loans In 

Pools

Three Year 

Weighted 

Average Loss 

Rate

Current 

Principal 

Balance

ALLL Without 

Q Factors

Commercial & Industrial 1 PASS 3,882,523       430,450,122   0.90% 144,638,430    1,304,592        

Commercial & Industrial 2 WATCH 626,243          13,209,898     4.74% 8,222,738        389,816           

Commercial & Industrial 3 SPECIAL MENTION 4,773,482       18,144,388     26.31% 5,605                1,475                

Commercial & Industrial 4 SUBSTANDARD 20,196,893    38,383,595     52.62% 12,567,544      6,612,860        

Commercial & Industrial 5 DOUBTFUL 97,301            107,104           90.85% -                        -                        

Commercial Real Estate 1 PASS 10,825,492    974,768,034   1.11% 245,021,089    2,721,133        

Commercial Real Estate 2 WATCH 1,354,714       72,567,994     1.87% 10,674,754      199,278           

Commercial Real Estate 3 SPECIAL MENTION 3,175,845       61,663,252     5.15% 524,392           27,008              

Commercial Real Estate 4 SUBSTANDARD 18,635,333    170,882,681   10.91% 27,099,768      2,955,321        

Commercial Real Estate 5 DOUBTFUL 648,772          2,951,419       21.98% -                        -                        Grand Total 86,448,894   ########### 2.68% 781,185,294   20,965,971     

Totals 448,754,319    14,211,484      

ALLL Percentage 3.17%
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Vintage Analysis

28

• Compute Loss Rates by Origination Year

• Multiply Loss Rates By Where the Loan is in the 
Lifecycle
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Estimating the Impact

How do we determine what the potential impact of 
the standard may be?
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Should the Bank Increase its ALLL in 
Anticipation of CECL?

30
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Current Allowance Levels (As of 3/31/2017)

31
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Industry Wide Net Charge-Off Data

32
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CECL Estimator Tool

• Utilizing call report data, you can obtain an estimate 
of the potential impact of the new standard

• Let’s look at some examples

33
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SHARE SCREEN

36
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CECL Estimator Subscription

• Annual fee - $5,500

• Includes 1-year subscription license to CECL 
Estimator, with call report information updated 
quarterly

• Includes 8 hours of CECL consulting from CLA in the 
preparation and implementation of CECL during the 
1-year subscription
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Parting Thoughts

• Small banks do not need big models!

• Start researching which potential models will best fit 
your bank. Once you have an idea of what model you 
will use, begin thinking about the data you will need. 
It likely will not be as bad as you think.

• Consult with CLA to discuss any questions you may 
have surrounding CECL and utilize the CECL 
estimator as you begin the planning process.
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Questions?

39
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CLAconnect.com

Thank you!

David Heneke, Principal
david.heneke@CLAconnect.com

320-203-5621

Josh Juergensen, Principal
joshua.juergensen@CLAconnect.com

612-397-3261
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