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1. What disclosures does the market expect?

2. Pre- and Post- Adoption, and Transition Disclosure examples

3. Checklist

Agenda
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What Do Readers of FS Want to Know?
CECL is an Accounting Change and should not have impact on 

economics and creditworthiness of an institution... 

“Soft Changes”: Business Impacts, Problem Assets Sales, Behavior of the Bank

Implications of Transitional Arrangements* (if adopted)

Reserve Levels and Drivers

Capital Impact and Drivers

CECL Impact

*The federal banking agencies proposed a rule that would provide banks the option to phase in the day-one adverse effects on regulatory capital 

that may result from the CECL adoption. The proposal also would amend regulatory disclosure requirements for those electing the transition 

option and result in disclosures of two sets of capital ratios – with and without the option. 
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Split of the current provision between current 

originations and existing loans

Rollforward of the loan balances and reserve by vintage, by 

class of loans

The original Day 1 estimate of ECL and 

changes to the original

Amount of originations for each period, by 

class of loans

FASB on Disclosures

Hal Schroeder, FASB Member

“For the Investor: Benefits of the CECL Model and Vintage Disclosures”
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Accounting Policies: Where to Look? 

TRG June 11, 2018

» Accrued Interest 

» Recoveries

» Capitalized Interest

» Loan and Securities 

Transfers

» Refi and Prepayments

DIEP on Credit Losses

» Implementation issues

Consider for SEC SAB Topic 11.M disclosure requirements: 

“There are still some implementation questions that need to be addressed that could affect the 

estimated impact, such as….”



Examples
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Accounting for Financial Instruments – Credit Losses

» Summary of the requirements

» As a result of the requirements, the recognition and measurement of expected credit losses is 

intended to be forward looking, will involve increased complex judgment and the allowances may 

be more volatile. CECL may result in an increase in the allowances due to lifetime ECL 

assessment. 

– Describe most impacted assets

» Transitional impact: 

– Expected adoption date

– Expected significant accounting changes

– Expected impact to Credit Reserves, Retained Earnings and Capital ratios (transition option, if 

adopted)

Future Application of Accounting Standards

Examples (Pre-Adoption)
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Accounting for Financial Instruments – Credit Losses

» Summary of the requirements

» As a result of the requirements, the recognition and measurement of expected credit losses is 

intended to be forward looking, will involve increased complex judgment and the allowances may 

be more volatile. CECL may result in an increase in the allowances due to lifetime ECL 

assessment. 

– Describe most impacted assets

» Transitional impact: 

– Expected adoption date

– Expected significant accounting changes

– Expected impact to Credit Reserves, Retained Earnings and Capital ratios (transition option, if 

adopted)

Future  Application of Accounting Standards

Examples (Pre-Adoption)
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Reconciliation of the Closing Allowance for Leases and Loan Losses to Opening Allowance for Credit Losses under CECL

ALLL End Balance Adjustments, if any ACL Beg Balance

Loans

CRE

C&I

Consumer

Total 

Acquired PCI/PCD*

HTM Securities (by type)

AFS Securities (by type)**

Total Allowance for Credit Losses

Reserve for Off-Balance Sheet Positions

For illustration purposes only

*Prospective application will result in Am Cost Adjustment. Consider a separate table to disclose non-credit related discount/premium and yield

** Prospective application. Consider a separate table to disclose those securities with OTTI prior to transition

Examples (Transition)
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Accounting for Financial Instruments – Credit Losses

» Key concepts and management judgments

» Forward-looking information

» Definition of defaults, prepayments, expected life, modeling methodology

» Individual and collective evaluation criteria

» If relevant: 

– AFS securities policy updates

– Acquired non-PCD treatment

– PCD criteria and treatment

– TDRs 

Significant Accounting Policies

Examples (Post-Adoption)
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Drafting Your Future Disclosures

» Change ALLL to ACL, reflect the scope

» Compare existing and future Accounting Policies

» Tie Risk Management to Credit Quality to ECL Methodology

Items You Can Start On Right Now?

First Things First:
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Mapping of risk levels to probabilities of default

Risk Assessment Rating PD Range

Loans

CRE Investment Grade

Below Investment Grade

Watch and Classified

Default

1-4

5-7

7-9

10

Consumer Low

Normal

Medium

High

Default

1

2-3

4-6

7-9

10

0 – 0.15%

0.16 – 1.14%

1.15 – 4.95%

4.96% – 99.99%

100%

For illustration purposes only

Credit Quality Indicators 
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Risk Rating Migration Analysis

For illustration purposes only
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Period over Period Change in ECL

For illustration purposes only
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Period over Period Change in ECL

For illustration purposes only
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CECL Disclosure Checklist

Description of Estimate

Quantitative Disclosures

Policy Disclosures

 Expected Loss Methodology

 Changes in the Factors That Influenced The Estimate

 Reasons for Significant Changes in Write-offs

 Collateral Discussion for Collateral Dependent

 Significant Purchases of Financial Assets

 Significant Sales or Reclassifications to HFS

 Vintage Analysis

 Allowance Rollforward for Assets Measured at Am Cost and FV OCI*

 Credit Quality Indicators

 Reconciliation: Price to Par for PCDs

 Aging of Past Due Receivables

 Charge-off Policy

 Past Due Policy

 Non-Accrual Policy

* Consider whether to disclosure a portion of the change in estimate when using DCF due to passage of 

time as interest income
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Annual Flagship Conferences

» Commercial & Ag Lending Conference 

– September 24 – 26

– Omaha, Nebraska

– moodysanalytics.com/calc18

» Moody’s Analytics Summit

– November 4 – 6

– Phoenix, Arizona

– moodysanalytics.com/summit18

Next Webinar

» CECL for Consumer Credit Portfolios –

Modeling Best Practices

– Thursday, August 2

– 9AM PT / 12PM ET

– https://www.moodysanalytics.com/webinar-

events/2018/cecl-consumer-modelling-approaches

On-Demand Webinars

» https://www.moodysanalytics.com/microsites/preparing

-for-cecl/cecl-insights-webinars

Upcoming Events

https://calc18.moodys.io/
https://masummit18.moodys.io/
https://www.moodysanalytics.com/webinar-events/2018/cecl-consumer-modelling-approaches
https://www.moodysanalytics.com/microsites/preparing-for-cecl/cecl-insights-webinars
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» Advisory

» Data

» Models

» Economic Scenarios

» Process Automation

Moody’s Analytics 

Takes Top Ranking for

CECL Technology Solution
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