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Comments on Exposure Draft of Loan Loss Accounting Disclosures 
 
 
The following comments are based on a review of the sample disclosures provided in 
Appendix A. 
 
 
Allowance for Credit Losses (paragraph 11(c)) 
 
Comments – 
 

1. For a large number of community banks, monthly loan loss provisions are not 
booked based on changes in specific activity and requirements for FAS 114 or 
FAS 5 reserves.  Typically these requirements are calculated quarterly and the 
level of the required reserves are assessed.  Excess or unallocated reserves are 
also maintained and would somehow have to be accounted for. 

 
2. For recoveries, banks will have to research whether the original loan that was 

charged-off was a FAS 114 or FAS 5 classified loan. 
 
 
 
Analysis of the Financing Receivable Activity (paragraph 11(d) and paragraph 12) 
 
Comments – 
 

1. The data requirements for activity are extremely complex.  To produce this 
information, separate systems would have to be established to capture 
monthly activity for the total portfolio and FAS 114 loans for each Portfolio 
Segment.  Effectively the FAS 5 loans would be represent the difference 
between the two data bases. 

 
2. The timing to collect data for 2009 would be extremely difficult and require 

many man hours to produce.  As stated in the #1 above, data collection efforts 
have to be monthly. 

 
3. Not sure what the relevance of portfolio fair values are in the context of 

“activity”.  We measure fair value using present value calculations which are 
primarily impacted by the level of interest rates at the date of fair value 
measurement.  Loan “activity” generally will not impact fair values.  If 
significant, changes in estimated loss exposure would impact fair value. 
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Credit Quality Indicators (paragraph 13(b) and paragraph 13(c)) 
 
Comments – 
 

1. Information regarding credit grades for pass, special mention and substandard 
is sensitive and confidential.   

 
2. For community banks, Corporate Credit ratings are not applicable.  While our 

bank actively maintains credit grades for “Commercial” loans, “Retail” loans 
are not typically assigned a credit grade. 

 
 
Credit Quality Information (paragraph 13(d) through paragraph 13(g)) - Age 
Analysis of Past Due Financing Receivables 
 
Comments – 
 

1. Data requirements for the first three columns are not consistent with the 
current Call Report disclosure.   Column A of Schedule N of the Call Report 
starts loans past due 30-89 days.  Column B of Schedule N of the Call Report 
then classifies loans past due 90 days or more past due.  To simplify this 
schedule, I would suggest using the Call Report criteria and disclosure format. 
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