
Allowance for Loan and Lease Losses

II.  ALLL Decision Tree
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• Present Value of Expected Future Cash Flows
• Fair Value of Collateral
• Observable Market Price of the Loan

All other loans, including non-impaired 
individually evaluated loans

Individually evaluated loans meeting established 
criteria

ALLL Decision Tree

Is the loan individually evaluated?

ASC 310 (FAS 114)

ASC 450 (FAS 5)
Is the loan impaired?

Measure Impairment Under ASC 310

• Portfolio Segmentation
• Estimated Loss Rate
• Qualitative Adjustments

Estimate Losses Under ASC 450

Yes No

Yes No
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Impairment Decision - Factors

Financial 
Condition of 
the Borrower

Repayment 
Sources

Future Payment 
Prospects

Relevant  
Environmental 

Factors

Impairment
Probable that the creditor will be 
unable to collect all amounts due 

according to terms

Past
Performance
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Impairment Decision - Performance

Nonaccrual

Impaired

When is a loan considered to be impaired?

Impaired ?Possible Probable

Loan Performance

Current 90 Days Past Due
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Relationship Between Substandard, 
Impaired, and TDR Loans

Substandard

Impaired

Troubled Debt 
Restructuring


