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The elements for effective portfolio management and a defensible Loss 
Contingency (FAS5) and Loss Impairment (FAS114) analysis is defined in  
MFB Bank Policy, 

ά.ŀƴƪ management will establish:

asset quality goalsannually based upon a range of performance 
ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ƘƛƎƘ ǇŜǊŦƻǊƳƛƴƎ ŎƻƳƳŜǊŎƛŀƭ ōŀƴƪǎ ŀƴŘ ǘƘŜ .ŀƴƪΩǎ ŀŎǘǳŀƭ 
ratios at the beginning of each year. 

a peer analysis for the asset quality measuresand a 

quarterly market analysis for the asset concentration measures.   

The variance to goals, and quality and rate of trends will provide the input to 
qualitative factors considered in ǘƘŜ ![[[έ
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First a model top determine the appropriate FAS5 
reserve must be refined.  

At MFB the following qualitative analysis factors are 
incorporated into the ALLL FAS 5 calculation:

ÁPortfolio Quality Factors (updated monthly)

ÁHistorical Loss Factors (updated quarterly)

ÁMicro-Economic Factors (updated monthly, if measured 
data materially changes)

ÁAsset Concentration and Trends (updated quarterly)
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Portfolio Asset Quality Measures

Measure MFB Peer Comparison of rate/direction of trend 
Goals Group to goals and peers for the last three 

quarters

Q3 Q2 Q1

PD>30-89 days/TL XX% XX% XX XX XX

NA Loans/TL XX% XX% XX% XX XX

PD>90days +NA/TL XX% XX% XX XX XX

ALLL/TL XX% XX% XX XX XX

Chg/TL XX% XX% XX XX XX

Portfolio Asset Concentration Measures

CRE Non OCC/Total Capital XX% XX% XX XX XX

Total CRE/Total Capital XX% XX% XX XX XX
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È Consumer revolving

È CRE

È Residential
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