
Allowance for Loan and Lease Losses

V.  Loss Migration Analysis
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The Four Steps of Loss Migration

1.  Segment the Portfolio

2.  Calculate the Point-in-Time Loss Rate

3.  Repeat the Calculation for the Look-Back Period

4.  Calculate the Weighted Loss Rate
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Segment the Portfolio

Loan Type

Past Due Status

Risk GradeOther Risk 
Characteristics

Call Report 
Schedule RC-C Portfolio 

Segmentation
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Loan Type Balance Pass ‐ 1 Pass ‐ 2 Pass ‐ 3 Pass ‐ 4 Watch SM Substandard Doubtful
Commerical & Industrial 44,750,000 ‐                     4,050,000 17,550,000 5,400,000 13,500,000 3,500,000 750,000 ‐                    
Commercial RE 52,700,000 ‐                     5,250,000 21,000,000 8,750,000 10,000,000 6,200,000 1,500,000 ‐                    
Multifamily 53,400,000 ‐                     5,700,000 14,250,000 8,550,000 13,500,000 5,400,000 6,000,000 ‐                    
1‐4 SFR RE 9,455,000 375,000 2,250,000 3,000,000 1,875,000 1,500,000 200,000 255,000 ‐                    
ADC Loans 20,250,000 ‐                     412,500 1,650,000 6,187,500 5,000,000 1,800,000 5,200,000 ‐                    
Ag Loans 1,750,000 87,500 875,000 437,500 350,000 ‐                     ‐                     ‐                     ‐                    
Installment 275,000 13,750 137,500 68,750 55,000 ‐                     ‐                     ‐                     ‐                    
Totals 182,580,000 476,250 18,675,000 57,956,250 31,167,500 43,500,000 17,100,000 13,705,000 ‐                       

Risk Rating

Loss Migration Analysis
Portfolio Segmentation

Segment the Portfolio

56 Segments to Analyze
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Borrower Loan No.  C/O Date C/O Amt Pass ‐ 1 Pass ‐ 2 Pass ‐ 3 Pass ‐ 4 Watch SM Substandard Doubtful
Borrower 1 XXX 01/22/10 300,123 300,123
Borrower 2 XXX 05/19/10 177,333 177,333
Borrower 3 XXX 06/18/10 118,119 118,119
Borrower 4 XXX 06/18/10 109,001 109,001
Borrower 5 XXX 06/18/10 58,000 58,000
Borrower 6 XXX 07/27/10 47,667 47,667
Borrower 7 XXX 10/22/10 118,077 118,077
Borrower 8 XXX 12/28/10 71,673 71,673

999,993 0 0 47,667 71,673 167,001 295,452 418,200 0
 

50,626,606 2,221,775 2,918,777 15,556,137 15,280,338 6,138,573 5,488,118 3,022,888 0

1.98% 0.00% 0.00% 0.31% 0.47% 2.72% 5.38% 13.83% N/A

Multifamily Loan Portfolio
Analysis Date: 12/31/2010 Risk Rating Date: 12/31/2009

Gross Charge‐Offs

12/31/09 Balance

12/31/2010 ‐ Loss Rates

4Q – 2010 - Analysis
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Borrower Loan No.  C/O Date C/O Amt Pass ‐ 1 Pass ‐ 2 Pass ‐ 3 Pass ‐ 4 Watch SM Substandard Doubtful
Borrower 1 XXX 01/22/10 300,123 300,123
Borrower 2 XXX 05/19/10 177,333 177,333
Borrower 3 XXX 06/18/10 118,119 118,119
Borrower 4 XXX 06/18/10 109,001 109,001
Borrower 5 XXX 06/18/10 58,000 58,000
Borrower 6 XXX 07/27/10 47,667 47,667
Borrower 7 XXX 10/22/10 118,077 118,077
Borrower 8 XXX 12/28/10 71,673 71,673
Borrower 9 XXX 02/14/11 224,689 224,689

924,559 0 0 47,667 71,673 109,001 295,452 400,766 0
 

49,644,815 2,976,589 3,214,777 15,889,001 14,931,875 4,360,040 5,362,105 2,910,428 0

1.86% 0.00% 0.00% 0.30% 0.48% 2.50% 5.51% 13.77% N/A

3/31/10 Balance

3/31/2011 ‐ Loss Rate

Multifamily Loan Portfolio
Analysis Date: 3/31/2011 Risk Rating Date: 3/31/10

Gross Charge‐Offs

1Q - 2011 - Analysis
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1Q ‐ 12 4Q ‐ 11 3Q ‐ 11 2Q ‐ 11 1Q ‐ 11 4Q ‐ 10 3Q ‐ 10 2Q ‐ 10 1Q ‐ 10 4Q ‐ 09 3Q ‐ 09 2Q ‐ 09
Pass ‐ 1 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Pass ‐ 2 0.02% 0.04% 0.02% 0.07% 0.00% 0.00% 0.11% 0.08% 0.15% 0.18% 0.18% 0.22%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Pass ‐ 3 0.15% 0.22% 0.31% 0.18% 0.30% 0.31% 0.38% 0.42% 0.42% 0.48% 0.45% 0.55%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Pass ‐ 4 0.28% 0.22% 0.31% 0.14% 0.48% 0.47% 0.52% 0.55% 0.61% 0.67% 0.67% 0.70%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Watch 2.22% 2.18% 2.44% 2.11% 2.50% 2.72% 2.72% 2.89% 3.11% 3.39% 4.11% 4.50%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

SM 3.33% 4.22% 4.19% 4.97% 5.51% 5.38% 5.88% 5.88% 5.79% 6.33% 6.77% 6.11%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Sub 10.88% 10.59% 11.11% 14.99% 13.77% 13.83% 15.86% 15.99% 18.88% 18.20% 17.90% 20.17%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Doubt N/A 33.00% 59.00% 47.00% N/A N/A N/A 62.00% N/A 49.00% 44.00% 88.00%
Weighting N/A 15.00% 15.00% 15.00% N/A N/A N/A 7.50% N/A 2.50% 2.50% 2.50%

0.36%

2.53%

4.83%

13.47%

50.04%

0.28%

Migration Analysis Loss History
Weighted Average Loss

Applied to
Current Quarter

Multifamily Loans

0.00%

0.06%

Entire Look-Back Analysis
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1Q ‐ 12 4Q ‐ 11 3Q ‐ 11 2Q ‐ 11 1Q ‐ 11 4Q ‐ 10 3Q ‐ 10 2Q ‐ 10 1Q ‐ 10 4Q ‐ 09 3Q ‐ 09 2Q ‐ 09
Pass ‐ 1 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Pass ‐ 2 0.02% 0.04% 0.02% 0.07% 0.00% 0.00% 0.11% 0.08% 0.15% 0.18% 0.18% 0.22%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Pass ‐ 3 0.15% 0.22% 0.31% 0.18% 0.30% 0.31% 0.38% 0.42% 0.42% 0.48% 0.45% 0.55%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Pass ‐ 4 0.28% 0.22% 0.31% 0.14% 0.48% 0.47% 0.52% 0.55% 0.61% 0.67% 0.67% 0.70%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Watch 2.22% 2.18% 2.44% 2.11% 2.50% 2.72% 2.72% 2.89% 3.11% 3.39% 4.11% 4.50%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

SM 3.33% 4.22% 4.19% 4.97% 5.51% 5.38% 5.88% 5.88% 5.79% 6.33% 6.77% 6.11%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Sub 10.88% 10.59% 11.11% 14.99% 13.77% 13.83% 15.86% 15.99% 18.88% 18.20% 17.90% 20.17%
Weighting 15.00% 15.00% 15.00% 15.00% 7.50% 7.50% 7.50% 7.50% 2.50% 2.50% 2.50% 2.50%

Doubt N/A 33.00% 59.00% 47.00% N/A N/A N/A 62.00% N/A 49.00% 44.00% 88.00%
Weighting N/A 20.00% 20.00% 20.00% N/A N/A N/A 30.00% N/A 3.33% 3.33% 3.33%

Multifamily Loans Weighted Average Loss
Applied to

Current Quarter
Migration Analysis Loss History

0.00%

0.06%

52.43%

0.28%

0.36%

2.53%

4.83%

13.47%

Weighting Alternative
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Loss Migration Analysis Summary
Loan Balance Loss Factor % Sum Q Factors Adj Loss Factor ALLL Allocation

Pass Loans Comm'l & Industrial 27,000,000 0.27 0.40 0.67 $180,900
Comm'l RE  35,000,000 0.41 0.55 0.96 $336,000
Multifamily 28,500,000 0.28 0.10 0.38 $108,300
RE 1‐4 SFR 7,500,000 0.12 0.10 0.22 $16,500
ADC Loans 8,250,000 1.45 0.25 1.70 $140,250
Ag Loans 1,750,000 0.04 0.20 0.24 $4,200
Installment 275,000 0.51 0.15 0.66 $1,815

Watch Comm'l & Industrial 13,500,000 2.09 0.40 2.49 $336,150
Comm'l RE  10,000,000 2.35 0.55 2.90 $290,000
Multifamily 13,500,000 2.53 0.10 2.63 $355,050
RE 1‐4 SFR 1,500,000 0.98 0.10 1.08 $16,200
ADC Loans 5,000,000 4.23 0.25 4.48 $224,000

Special Mention Comm'l & Industrial 3,500,000 4.22 0.40 4.62 $161,700
Comm'l RE  6,200,000 4.97 0.55 5.52 $342,240
Multifamily 5,400,000 4.83 0.10 4.93 $266,220
RE 1‐4 SFR 200,000 1.14 0.10 1.24 $2,480
ADC Loans 1,800,000 11.99 0.25 12.24 $220,320

Substandard Comm'l & Industrial 750,000 14.88 0.40 15.28 $114,600
Comm'l RE  1,500,000 15.35 0.55 15.90 $238,500
Multifamily 6,000,000 13.47 0.10 13.57 $814,200
RE 1‐4 SFR 255,000 10.45 0.10 10.55 $26,903
ADC Loans 5,200,000 27.93 0.25 28.18 $1,465,360
Sub‐Total $182,580,000 5,661,888


