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Vizo/ARCSys Partnership

• Vizo selected ARCSys after reviewing numerous vendors and believes ARCSys will 
provide Vizo customers with quality allowance accounting and reporting.

• Vizo and ARCSys created a partnership to help credit unions through the process.  Vizo 
and ARCSys will support you through this accounting change and beyond.

• Vizo will be supporting credit unions under 100 million in assets through the CECL 
process using ARCSys Software
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Michael Umscheid, CPA
President & CEO, ARCSys

• Mike has been providing accounting, consulting and auditing services to 
financial institutions for over 30 years.

• Mike was selected by the AICPA to create and deliver their 8-hour CPE 
course on CECL. He is a past member of the Auditing Standards Board 
and a published author on Accounting and Auditing for Financial 
Institutions.

• Mike runs multiple CECL webinar series and is the subject expert speaker 
at numerous national and CECL conferences each year including AICPA 
National Banking Conference, AICPA National Credit Union Conference, 
NCUA Examiner Workshop, FFIEC Accounting and Auditing Conference, 
FMS CECL Workshop, and the Public Company Accounting Oversight 
Board Internal Controls Roundtable.

• Mike is the President and CEO of ARCSys, a consulting firm that 
specializes in Allowance for Credit Loss software and CECL.

• ARCSys was started in 2009 with the sole purpose of building a solution 
for CECL and its challenges.
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What this webinar will cover…

• Troubled debt restructuring accounting is changing as well as disclosures for 
CECL

• What is a TDR

• Differences between new and modified loans

• Disclosure differences and new disclosure requirements



Credit Losses (Topic 326): Measurement of Credit Losses on 
Financial Instruments, and enhance disclosures provided 

about certain modifications of receivables to debtors 
experiencing financial difficulty.



TDR’s are Gone But Not (quite)Forgotten

This Update eliminate the accounting guidance for TDRs by creditors in Subtopic 
310-40, Receivables—Troubled Debt Restructurings by Creditors 

New Standard - an entity must now apply the loan refinancing and restructuring 
guidance in paragraphs 310-20-35-9 through 35-11 to determine whether a 
modification results in a new loan or a continuation of an existing loan. 

• For entities that have adopted the amendments in Update 2016-13, the 
amendments in this Update are effective for fiscal years beginning after 
December 15, 2022, including interim periods within those fiscal years. 



Step One- Financial Difficulties
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Experiencing Financial Difficulties

• In evaluating whether the debtor is experiencing financial difficulties for the 
purpose of the disclosure requirements in paragraphs 310-10-50-42 through 
50-44, a creditor shall consider the following indicators: 

• The debtor is currently in payment default on any of its debt. In addition, a 
creditor shall evaluate whether it is probable that the debtor would be in 
payment default on any of its debt in the foreseeable future without the 
modification. That is, a creditor may conclude that a debtor is experiencing 
financial difficulties, even though the debtor is not currently in payment 
default. 

• The debtor has declared or is in the process of declaring bankruptcy. 



Experiencing Financial Difficulties 
(List not all inclusive)

• There is substantial doubt as to whether the debtor will continue to be a 
going concern. 

• The debtor has securities that have been delisted, are in the process of being 
delisted, or are under threat of being delisted from an exchange. 

• On the basis of estimates and projections that only encompass the debtor’s 
current capabilities, the creditor forecasts that the debtor’s entity- specific 
cash flows will be insufficient to service any of its debt (both interest and 
principal) in accordance with the contractual terms of the existing agreement 
for the foreseeable future. 

• Without the current modification, the debtor cannot obtain funds from 
sources other than the existing creditors at an effective interest rate equal to 
the current market interest rate for similar debt for a nontroubled debtor. 



Step Two - Is Restructuring 
Insignificant
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Evaluating Whether a Restructuring 
Results in a Delay in Payment That Is 
Insignificant 
• In the case of a restructuring that results in only a delay in payment that is 

insignificant, an entity is not required to include the modification made to 
receivables for debtors experiencing financial difficulty in the disclosure 
requirements. The following factors, when considered together, may indicate 
that a restructuring results in a delay in payment that is insignificant: 

• The amount of the restructured payments subject to the delay is insignificant 
relative to the unpaid principal or collateral value of the debt and will result 
in an insignificant shortfall in the contractual amount due. 



Evaluating Whether a Restructuring 
Results in a Delay in Payment That Is 
Insignificant 
The delay in timing of the restructured payment period is insignificant 
relative to any one of the following: 

• The frequency of payments due under the debt 

• The debt’s original contractual maturity 

• The debt’s original expected duration. 

• If the debt has been previously restructured, an entity shall consider the 
cumulative effect of the past restructurings made within the 12-month period 
before the current restructuring when determining whether a delay in payment 
resulting from the current restructuring is insignificant. 



Example 1 of an Insignificant Delay

A creditor originates a seven-year loan to a debtor.

The debt: 
• Has a fixed interest rate 

• Is collateralized by commercial real estate 

• Requires monthly interest payments 

• Requires a balloon principal payment at maturity. 



Example 1 of an Insignificant Delay

• At origination, the debtor expects to repay the principal by refinancing the debt 
with the real estate held as collateral. That is, the collateral is the primary source 
of payment of the debt’s principal balance, whether through a refinancing of the 
debt or a sale of the property. However, before maturity, the fair value of the 
collateral was less than the principal amount due at maturity, and as a result of 
market conditions, the debtor is unable to refinance the debt. The debtor plans 
to sell the property to repay the debt and requests an extension of the debt’s 
maturity date to allow time to liquidate the property. In response to the debtor’s 
financial difficulties, the creditor grants the debtor a three-month extension of 
the debt maturity date. At the time that this extension was granted, the debtor 
had not yet identified a buyer for the collateral. 



Example 1 of an Insignificant Delay

• The restructuring results in a delay in payment that is not 
insignificant. Although the delay in timing of payment is insignificant 
(relative to the frequency of payments due, the debt’s original 
contractual maturity, and the debt’s original expected duration), the 
creditor expects a significant shortfall in cash flows relative to the 
contractual amount due when the property is sold because the 
property is the sole source of repayment. 



Example 1 Conclusion

• Debtor can’t refinance (financial difficulties)

• Collateral Lost Value = Loss at sale

• Three-month extension to sell the property

• Delay in payment is significant (not insignificant) Balloon payment is large 
(significant)

• Delay in timing – 3 months added to maturity is insignificant



Example 2 of an Insignificant Delay

• A debtor obtains a 30-year mortgage loan that requires monthly principal and 
interest payments. In year 4, the debtor experiences financial difficulties and 
misses two payments. On the basis of the debtor’s financial hardship, the debtor 
and the creditor agree on a forbearance arrangement and repayment plan. 
Under the terms of the forbearance arrangement and repayment plan, the 
creditor agrees not to take any foreclosure action if the debtor increases its next 
four monthly payments such that each payment includes one fourth of the 
delinquent amount plus interest. The agreement does not result in the creditor 
charging the debtor interest on past due interest. At the end of the forbearance 
arrangement, the debtor will 



Example 2 of an Insignificant Delay

• Have repaid all past due amounts 
• Be considered current in relation to the debt’s original terms 
• Have resumed making monthly payments set out under the debt’s original 

terms. 
• The restructuring results in a delay in payment that is insignificant. 
• At the time of the forbearance arrangement, the creditor expects to collect all 

amounts due for the periods of delay. Furthermore, the length of delay 
resulting from the forbearance arrangement is considered insignificant in 
relation to the frequency of payments due, the debt’s original contractual 
maturity, and the debt’s original expected duration. 



Example 2 Conclusions

• Debtor having financial difficulties

• Forbearance Agreement

• Increases next four payments to be caught up after four months paid including all 
past due amounts

• Debtor gets current after four months

• Amounts, timing both insignificant

• Borrower all caught up after 4 months



Example 3 of an Insignificant Delay

• A commercial debtor has a revolving line of credit with a creditor with an original 
term of five years. The terms of the line of credit require interest payments every 
90 days on the average daily balance of the line. As the line of credit nears 
maturity, the debtor and creditor begin renegotiating the terms of a new line of 
credit. Because of a temporary cash shortfall due to a delay in collections from 
two key customers, the debtor is unable to make the final interest payment 
before the two parties finish renegotiating the terms of the new line of credit. 
The terms of the renegotiated line of credit are expected to be similar to the 
current line of credit, which are comparable to terms available to debtors with 
similar risk characteristics. The creditor expects the debtor to recover quickly 
from this temporary cash flow shortage. Accordingly, the creditor extends a 3-
month payment deferral by adding the missed interest payment to the balance 
of the line and requiring the debtor to make its first interest payment 90 days 
after the new line of credit is finalized, or 180 days after the due date of the 
missed interest payment. 



Example 3 of an Insignificant Delay

• The restructuring results in a delay in payment that is insignificant. Although the 
debtor is unable to make the contractual payment at the time it is due, thereby 
resulting in the three-month deferral, the creditor still expects to collect all 
amounts due, including interest at the contractual rate. Furthermore, the delay 
in timing of payment represents only one payment cycle under the terms of the 
line, which is insignificant relative to the frequency of payments due, the debt’s 
original contractual maturity, and the debt’s original expected duration. 



Example 3 Conclusions

• Borrower temporary cash flow problems

• Terms similar as original

• Expectation of recovery

• 3-month payment deferral with interest due added to balance

• Interest due 180 days, so interest was paid by adding to balance and 90 days 
later payment on new line is made.

• Delay in payment is insignificant (90 days) 



Loans Restructured into Two (or 
More) Loan Agreements

• When a loan is restructured into two (or more) loan agreements, the 
restructured loans shall be considered separately when assessing the 
applicability of the disclosures in Section 326-20-50 in years after the 
restructuring because they are legally distinct from the original loan 



New Disclosures
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Modifications to Debtors Experiencing 
Financial Difficulty 

• The objective of the disclosures is to provide financial statement users with 
information about the type and magnitude of certain modifications of 
receivables made to debtors experiencing financial difficulty, the financial effect 
of those modifications, and the degree of success of the modifications in 
mitigating potential credit losses. 

• An entity shall also consider providing information that helps financial statement 
users understand significant changes in the type or magnitude of modifications, 
including those modifications that, for example, were caused by a major credit 
event, even if the modifications otherwise would not require disclosure.



Loan Modification Types

• Receivables may be modified in more than one manner. An entity that modifies 
the same receivable in more than one manner shall provide disclosures sufficient 
for users to understand the different types of combinations of modifications 
provided to borrowers. 

• For example, a receivable may be modified to provide both principal forgiveness 
and an interest rate reduction. In that case, an entity shall disclose the period-
end amortized cost basis of that receivable in a separate category that reflects 
that a combination of modification types has been granted. 

• If another receivable was modified to provide both an interest rate reduction and 
a term extension, the period-end amortized cost basis of that receivable shall be 
presented in a different category. Multiple separate combination categories may 
be necessary if significant. The same receivable period-end amortized cost basis 
shall not be presented in multiple categories. 



Disclosures

• The disclosures shall be provided for modifications of receivables to borrowers 
experiencing financial difficulty in the form of principal forgiveness, an interest 
rate reduction, an other- than-insignificant payment delay, or a term extension 
made within the scope of this Topic. For purposes of those disclosures, covenant 
waivers and modifications of contingent acceleration clauses would not be 
considered term extensions. 



This guidance does not apply to the 
following financing receivables: 

• Financing receivables listed below:

• Receivables measured at fair value with changes in fair value reported in 
earnings

• Receivables measured at lower of amortized cost basis or fair value 

• Except for credit card receivables, trade accounts receivable that have both 
of the following characteristics:

• They have a contractual maturity of one year or less. 

• They arose from the sale of goods or services. 

• Participant loans in defined contribution pension plans. 



New Disclosures/Definition

• As of the date of each balance sheet presented, a creditor shall disclose, either in 
the body of the financial statements or in the accompanying notes, the amount 
of commitments, if any, to lend additional funds to debtors experiencing 
financial difficulty for which the creditor has modified the terms of the 
receivables in the form of principal forgiveness, an interest rate reduction, an 
other- than-insignificant payment delay, or a term extension in the current 
reporting period. For purposes of this disclosure, covenant waivers and 
modifications of contingent acceleration clauses would not be considered term 
extensions. 



New Disclosures

• For each period for which a statement of income is presented, an entity shall 
disclose the following information related to modifications of receivables that are 
in the form of principal forgiveness, an interest rate reduction, an other-than-
insignificant payment delay, or a term extension (or a combination thereof) made 
to debtors experiencing financial difficulty during the reporting period: 

• By class of financing receivable, qualitative and quantitative information 
about: 

• The types of modifications utilized by an entity, including the total period-
end amortized cost basis of the modified receivables and the percentage 
of modifications of receivables made to debtors experiencing financial 
difficulty relative to the total period-end amortized cost basis of 
receivables in the class of financing receivable. 



New Disclosures

• The financial effect of the modification by type of modification, which shall 
provide information about the changes to the contractual terms as a result of 
the modification and shall include the incremental effect of principal 
forgiveness on the amortized cost basis of the modified receivables, as 
applicable, or the reduction in weighted-average interest rates (versus a 
range) for interest rate reductions. 

• Receivable performance in the 12 months after a modification of a receivable 
made to a debtor experiencing financial difficulty. 

• By portfolio segment, qualitative information about how those modifications 
and the debtors’ subsequent performance are factored into determining the 
allowance for credit losses. 



New Disclosures – Re-default

• For each period for which a statement of income is presented, an entity shall 
disclose the following information about financing receivables that had a 
payment default during the period and had been modified in the form of 
principal forgiveness, an interest rate reduction, an other-than-insignificant 
payment delay, or a term extension (or a combination thereof) within the 
previous 12 months preceding the payment default when the debtor was 
experiencing financial difficulty at the time of the modification: 

• By class of financing receivable, qualitative and quantitative information about 
those defaulted financing receivables, including the following: 
• The type of contractual change that the modification provided 
• The amount of financing receivables that defaulted, including the period-end 

amortized cost basis for financing receivables that defaulted. 

• By portfolio segment, qualitative information about how those defaults are 
factored into determining the allowance for credit losses. 



Example 1

• The allowance for credit losses incorporates an estimate of lifetime expected 
credit losses and is recorded on each asset upon asset origination or acquisition. 
The starting point for the estimate of the allowance for credit losses is historical 
loss information, which includes losses from modifications of receivables to 
borrowers experiencing financial difficulty. 

• Because the effect of most modifications made to borrowers experiencing 
financial difficulty is already included in the allowance for credit losses because 
of the measurement methodologies used to estimate the allowance, a change to 
the allowance for credit losses is generally not recorded upon modification



Disclosure 
Type of 

Modification



Disclosure 
Type of 

Modification



Disclosure 
Type of 

Modification



Disclosure 
Financial 

Effect: 



Disclosure 
Financial 

Effect:



Disclosure 
Financial 

Effect:



Disclosure 
Re-default



Disclosure 
Past Due



What Changes You Need to Make in Your 
Processes Policies
• Specifically define what modifications will be included to define insignificant or 

significant

• Need to be consistent

• Develop a code system to determine type of modification

• Make sure you have original term/maturity and new term/maturity in data

• Make sure you have new and old rates

• Tracking charge offs at loan level when a loan is modified



What ARCSys Can Do To Help

ARCSys Tracks Loans at the loan level
• Do modification disclosures by modification type if you give us the type code

• Do Disclosures on the effects of modifications ( need additional data for term 
and rates)

• Provide additional analysis in Data Warehouse

• Provide Past Due disclosures



Other Changes

• Classification and Measurement of Certain Government-Guaranteed Mortgage 
Loans upon Foreclosure 

• Foreclosed and Repossessed Assets – Disclose carrying amount of Foreclosed 
assets in entities possession

• Vintage disclosures for PBE’s should include gross charge offs



Deferred Fees and Costs
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New Loan Defined

• If the terms of the new loan resulting from a loan refinancing or restructuring, 
are at least as favorable to the lender as the terms for comparable loans to other 
customers with similar collection risks who are not refinancing or restructuring a 
loan with the lender, the refinanced loan shall be accounted for as a new loan. 

• Deferred costs fees on original loan adjusted to income

• Loans not considered new, the old and new fees are carried forward.



Questions?


