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RSM 2016 Loan Loss Reserve Survey 
How does your loan loss reserve compare to your peers?

Download survey report

The RSM 2016 Loan Loss Reserve Survey is a helpful guide for 
community financial institutions to evaluate their allowance for 
loan losses in a national context and with peer institutions.

Now in its 12th year of publication, this year’s survey will be of 
particular interest as financial institutions prepare for implementation 
of the Financial Accounting Standards Board’s new current expected 
credit loss (CECL) model. Our 2016 Loan Loss Reserve Survey covers:

• Local economic conditions
• Credit quality trends
• Trends in the calculation of historical loss factors
• Loan loss reserves on impaired loans
• Use of loan loss reserve calculation tools
• Time spent on loan loss reserve calculations
• The anticipated impact of CECL

The RSM 2016 Loan Loss Reserve Survey also breaks down data by 
region and financial institution size, which may offer useful insights 
for your credit risk management and loan loss reserve practices.

The survey provides a snapshot of loan loss reserve factors 
for banks and credit unions nationwide, including data for both 
classified and nonclassified loans. Detailed tables allow you to 

A TIMELY INFORMATION AND 
IDEAS STATEMENT

http://rsmus.com/content/dam/mcgladrey/pdf_download/tl-nt-as-fi-0916-2016_annual_loan_loss_reserve.pdf
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investigate loan loss data by region, financial institution size, loan 
type and reserve requirement component.

Drawing on 260 responses from financial institutions with 
asset sizes ranging from less than $250 million to more than $1 
billion, and from banks and credit unions across the nation, the 
RSM 2016 Loan Loss Reserve Survey offers a solid overview 
of loan loss reserve trends for community financial institutions 
throughout the United States.

4 steps banks should take to strengthen compliance 
management systems 
Focus on compliance culture and approach, not  
just transactions

Regulators are taking a different approach to examinations at 
banks and credit unions. Where, until recently, they focused almost 
exclusively on files and transaction testing, they are now also taking 
a harder look at each institution’s overall compliance approach. With 
the Consumer Financial Protection Bureau (CFPB) leading the charge, 
regulators are now taking a top-down look at the overall compliance 
effort, looking for evidence that financial institutions have:

• A strong compliance culture, starting with the right tone at the top
• Effective compliance policies and procedures
• Solid compliance training and monitoring programs

Incidents such as the recent scandal at Wells Fargo, in which 
an overly aggressive sales culture led to widespread abuses, 
underscore the importance of a top-down, risk-focused compliance 
management approach. Financial institutions need to invest the time 
and resources necessary to ensure effective compliance throughout 
the institution. Four steps all financial institutions should take: 

1. Develop compliance policies and procedures throughout the 
institution that set very clear compliance goals and that spell 
out exactly what all employees need to do to help ensure 
those goals are met. Be sure your compliance procedures are 
specific and actionable.

2. Bake compliance into the development of new products and 
services. Don’t leave compliance as an afterthought that’s 
addressed after they are in place. Anticipate and address 
compliance risks during the development process.

3. Take customer complaints and audit findings seriously. 
How financial institutions respond to signals of possible 
compliance issues is a major indictor of the strength of their 
overall compliance management system. Escalate customer 
complaints and audit findings to management and ensure that 
any underlying compliance issues are identified and addressed.

4. Focus on training, support and testing. Having the right policies and 
procedures in place doesn’t matter if employees don’t understand 
them. Be sure personnel at every level of the organization 
understand overall compliance issues and goals as well as specific 
compliance tasks that fall within their job description. Regularly 
test compliance at all levels and hold people at every level 

accountable for compliance performance. As testing uncovers 
issues, ensure practices are adjusted to correct for weaknesses. 
Training is often the weak link. Employees might understand which 
form to fill out or what actions to take, but if they don’t understand 
why, then they don’t fully appreciate the associated risks or their 
role in addressing them. Be sure employees understand their full 
role in your compliance efforts. Employees should understand 
their compliance functions as clearly as they understand their 
operational responsibilities. Consider specifying compliance 
obligations in their job descriptions.

A more sophisticated and holistic approach to compliance is not 
just a practice for major national banks. Smaller community banks 
and credit unions also need to ensure they are taking an effective, 
top-down approach to managing their compliance risks. Reviewing 
and strengthening your compliance program now will not only help 
to control your risks, it will better position you to stand up to the 
deeper focus that regulators will be taking in their examinations.

Accounting and tax issues banks should track in 2017 
CECL, stock compensation, tax reform head the list

2017 will be the start of significant accounting and tax changes 
for financial institutions. Accounting Standards Update 
(ASU) 2016-13, issued in June 2016, laid out the final rules 
implementing Financial Accounting Standards Board’s (FASB’s) 
current expected credit loss (CECL) model, which is one of the 
most significant changes in accounting for financial institutions 
in recent decades. With the incoming Trump administration and 
the GOP-controlled House and Senate pushing similar visions 
for tax reform, significant tax changes may be on the way.

Following is a partial overview of certain key accounting and tax 
issues of upcoming interest. For a more detailed discussion, watch 
our webcast, Key year-end accounting and tax issues for financial 
institutions and refer to our Financial Reporting Resource Center.  

Accounting issues

1. ASU 2016-01, Financial Instruments–Overall: Recognition 
and Measurement of Financial Assets and Financial Liabilities. 
This update makes key changes to the recognition and 
measurement of most equity securities and certain financial 
liabilities as well as significantly affects disclosure requirements. 
The biggest changes under ASU 2016-01 are:

• The requirement that most equity securities be measured at 
fair value through net income, with a practicability exception 
for certain securities without a readily determinable fair value.

• Public business entities (PBEs) will be required to disclose 
the fair value of amortized cost financial instruments 
(including loan portfolios) according to the requirements of 
FASB ASC 820—Fair Value Measurement. This will require 
PBEs to disclose values based on an exit-price value, which 
will be a more complex undertaking. Entities who are not 
PBEs will no longer be required to disclose the fair value of 
financial instruments measured at amortized cost.

http://rsmus.com/events/year_end_accounting_tax_issues_financial_institutions.html
http://rsmus.com/events/year_end_accounting_tax_issues_financial_institutions.html
http://rsmus.com/what-we-do/services/assurance/financial-reporting-resource-center.html
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ASU 2016-01  is effective for PBEs for fiscal years beginning after 
Dec. 15, 2017 including interim periods in those years, and is effective 
for entities who are not PBEs for years beginning after Dec. 15, 2018 
and interim periods in the following years.  Certain provisions can 
be early adopted.  For more information, see Financial instruments: 
FASB issues standard on recognition and measurement.

2. ASU 2016-13, Financial Instruments—Credit Losses:  
Measurement of Credit Losses on Financial Instruments. This 
update includes FASB’s new CECL rules for financial assets 
measured at amortized cost, which include:

• Loans and loan commitments
• Lease receivables
• Held-to-maturity debt securities

The major change under CECL is that financial institutions will 
now be required to forecast all future losses and reflect those in 
their financial statements. CECL is a principles-based standard, 
which means good and bad news for financial institutions. The 
good news is that the standard describes an objective, not a 
methodology, leaving financial institutions free to develop a 
methodology that suits their needs. For financial institutions 
hoping for specific rules to follow, that is also the bad news.

Effective dates for CECL are:

• For PBEs that are SEC filers, years beginning after Dec. 15, 
2019, including interim periods in those years

• For PBEs that are not SEC filers, years beginning after Dec. 
15, 2020, including interim periods in those years

• For non-PBEs, years beginning after Dec. 15, 2020 and 
interim periods in the following years.

• Early adoption is permitted for years beginning after Dec. 15, 
2018, including interim periods in those years

Complying with CECL will be a significant effort. Regardless of 
effective date, financial institutions should be preparing now to 
be ready. What steps can you take now?

• Organize a cross functional implementation team
• Re-evaluate your loan portfolio segmentation
• Identify the data you have available as well as any data gaps. 

For data gaps, consider:
 - Can missing data be restored?
 - Can you start retaining necessary data now?
 - Can you make accommodations until the necessary  

data is available?
• Consider the various methodologies for CECL compliance 

that are available
• Given possible increases in your loan loss reserves,  

consider the impact CECL will have on capital planning and 
potential acquisitions

5 key strategic issues for financial institutions in 2017 
From regulation to technology, where to focus now

Download the full story

Financial institutions face a variety of issues in 2017. Five key 
strategic areas you should focus on now to drive growth and 
control risks include:

1. Regulatory hot topics. Regulation continues to heat up for 
financial institutions. Key regulatory topics for 2017?

• Look at your compliance management system—regulators will
• Evaluate your fair lending practices
• Self-assess your Truth in Lending Act-Real Estate 

Settlement Procedures Act (TILA-RESPA) Integrated 
Disclosure (TRID) compliance

• Ensure integrity of Home Mortgage Disclosure Act (HMDA) 
and Community Reinvestment Act (CRA) data

• Evaluate your risk management models
• Take a close look at incentive-based compensation packages
• Reconsider your diversity and inclusion practices

2. Anti-money laundering and Bank Secrecy Act compliance.

• Use data analytics to increase the accuracy and efficiency of 
your AML/BSA practices

• Understand the new customer due diligence rule
• Understand New York Department of Financial Services Rule 504

3. Credit administration. While the economic expansion continues, 
not all the news is positive. Pay attention to credit quality.

4. Cybersecurity threat landscape. Cyberthreats are growing 
and evolving. Managing this risk has to be a vital focus for every 
financial institution.

5. Information technology outsourcing and cloud computing 
options. IT outsourcing and cloud computing can provide key 
competitive advantages. Financial institutions looking to do more 
with less and seeking greater returns on their IT investment are 
outsourcing a wide variety of functions, including:

• Human resources and payroll
• Marketing
• Risk management
• Compliance
• Security
• IT functions
• Core processing
• Independent sales organizations
• IT committee advisors

To read the complete article, go to: http://rsmus.com/what-we-
do/industries/financial-institutions/accounting-and-tax-issues-
banks-should-track-in-2017.html

http://rsmus.com/what-we-do/services/assurance/financial-instruments-fasb-issues-standard-on-recognition-and-me.html
http://rsmus.com/what-we-do/services/assurance/financial-instruments-fasb-issues-standard-on-recognition-and-me.html
http://rsmus.com/content/dam/mcgladrey/pdf/wc-nt-con-fi-1216-strategic-considerations-for-fi-webcast.pdf
 http://rsmus.com/our-insights/newsletters/financial-institutions-insights/Build_relationships_with_
http://rsmus.com/what-we-do/industries/financial-institutions/accounting-and-tax-issues-banks-should-track-in-2017.html
http://rsmus.com/what-we-do/industries/financial-institutions/accounting-and-tax-issues-banks-should-track-in-2017.html
http://rsmus.com/what-we-do/industries/financial-institutions/accounting-and-tax-issues-banks-should-track-in-2017.html
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