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CECL Compliance

Fundamentals

Effective for fiscal years beginning after December 15, 2022,
and interim periods therein (1/1/23 for 12/31 fiscal year end
entities)

ASC 326 serves to timely recognize credit losses based on Risks should be linked to

Risk

Segmentation

the expected loss instead of delaying the recognition of the collection rates within separate

loss when incurred risk pools
Monbanks have financial instruments or other assets (e.g.,
trade receivables, contract assets, lease receivables, financial
guarantees, loans and loan commitments, and held-to-
maturity debt securities) that are subject to the CECL
standard
The new standard is intended to provide a more holistic ® & @
review of the conditions (past, current and future) that have a \\_.I‘_r!j In Practice
potential impact on a company's collection rate and what
should be reserved for anticipated losses Measure and record the risk
Mo threshold for recognition - all expected credit losses over of credit loss in an allowance
the life of the instrument are recorded on day 1 account at the time the in-
Allowance for credit losses IS required, even If the risk is scope asset is recorded,
remote regardless of how likely or
significant the loss might be
Transition Issues
Froject Management - creating a list of a specific set of
activities

Ensuring completeness of identification of in-scope HELF,

: : How can we
financial assets

m Help?

Lack of historical data Arcus Advisors uses a

templatized approach that can

Coordination across departments usher you through the

implementation phase and will
coordinate with your auditors

Documenting composition of assets in “other” often due to

their "one-off" nature to ensure success

Scoping
Focus on identifying
financial instruments and
other assets that are subject
to CECL and evaluate if
changes to existing
impairment models are
necessary

Modeling

Consider all relevant known
information and key
assumptions including
current conditions, past
experiences, and
supportable forecasts to
estimate the total expected
credit losses over the full
life of the asset

Document

For some assets, the most
appropriate methods may
be consistent with the
current methods already
used; but the key
assumptions and a formal
policy must be documented
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