ASC 326 CECL Methodology Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the entity and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. Record the methodology once, then update the memo when the pools, the model, the forecast approach or the governance changes. The allowance is an estimate of expected credit losses over the contractual life of each asset.]
1. Scope and purpose
	Item
	Entry

	Entity and reporting date
	[Entity] · [MM/DD/YYYY]

	Assets in scope (ASC 326-20)
	[Trade receivables / contract assets / loans / held-to-maturity debt securities / net investment in leases / other]

	Assets outside the allowance model
	[Items measured at fair value through net income, available-for-sale securities assessed under their own subtopic, and others: list]

	Off-balance-sheet credit exposures
	[Unfunded commitments, guarantees: Yes / No]

	Adoption date and transition method
	[MM/DD/YYYY] · [Modified retrospective]



2. Pools
Assets share a pool when they share similar risk characteristics. Record the characteristics used and why they separate risk.
	Pool
	Risk characteristics
	Gross balance (USD)
	Estimation method
	Basis for the grouping

	[Pool 1]
	[Customer type / industry / credit score band / age / term / collateral]
	[Amount]
	[Loss rate / aging / roll rate / discounted cash flow / probability of default and loss given default]
	[Rationale]

	[Pool 2]
	
	
	
	

	[Pool 3]
	
	
	
	

	[Individually evaluated assets]
	Do not share risk characteristics with any pool
	[Amount]
	[Collateral-dependent / discounted cash flow]
	[Rationale]



3. Method and historical data
	Element
	Decision
	Support

	Method by pool
	[Loss rate on average balance / aging schedule / vintage / roll rate]
	[Why it fits the pool]

	Historical period used
	[Number of years or periods]
	[Why it spans a full cycle or a relevant period]

	Data source and completeness check
	[Subledger / write-off history]
	[Tie-out to the GL: Ref]

	Definition of loss
	[Write-off net of recoveries / charge-off date]
	[Policy]

	Contractual life and prepayment or renewal assumptions
	[Term]
	[Ref]

	Recoveries
	[Included in historical loss rate: Yes / No]
	[Ref]



4. Reasonable and supportable forecast and reversion
	Element
	Decision
	Support

	Forecast horizon
	[Period]
	[Why the entity can support a forecast this long]

	Forecast inputs
	[Unemployment, GDP, industry indices, customer-specific data]
	[Source and date]

	Reversion method
	[Straight-line / immediate to historical average]
	[Why]

	Reversion period
	[Period]
	[Why]

	Sensitivity of the allowance to the forecast
	[Range in USD]
	[Ref]



5. Qualitative adjustments
	Factor
	Direction of adjustment
	Amount or percentage
	Evidence

	Changes in lending, collection or write-off policy
	[+ / − / none]
	[Amount]
	[Ref]

	Changes in the volume or nature of the portfolio
	
	
	

	Concentrations of credit
	
	
	

	Past-due and nonaccrual trends
	
	
	

	Quality of the credit review function
	
	
	

	External factors (economy, regulation, industry)
	
	
	



Adjustments are applied consistently each period and tied to measurable evidence. Record any change in the approach from the prior period and its effect: [Text].
6. Allowance calculation and tie-out
	Pool
	Gross balance (USD)
	Quantitative rate
	Qualitative adjustment
	Allowance (USD)
	Ref

	[Pool 1]
	[Amount]
	[%]
	[%]
	[Amount]
	[Ref]

	[Pool 2]
	
	
	
	
	

	[Individually evaluated]
	[Amount]
	Specific
	Specific
	[Amount]
	[Ref]

	Off-balance-sheet exposure liability
	
	
	
	[Amount]
	[Ref]

	Total allowance
	
	
	
	[Amount]
	Agrees to GL: [Yes / No]



	Entry
	Account
	Debit (USD)
	Credit (USD)
	Support ref

	1. Record provision for credit losses
	[Credit loss expense / Allowance for credit losses]
	[Amount]
	[Amount]
	[Ref]

	2. Write off uncollectible balance
	[Allowance / Receivable]
	[Amount]
	[Amount]
	[Ref]

	3. Record recovery
	[Cash / Allowance]
	[Amount]
	[Amount]
	[Ref]



7. Governance and model validation
	Control
	Owner
	Frequency
	Evidence

	Management review of pools, rates and adjustments before posting
	[Name]
	[Quarterly / annual]
	[Ref]

	Independent validation of the model and the data
	[Name]
	[Annual]
	[Ref]

	Backtesting of the allowance against actual losses
	[Name]
	[Annual]
	[Ref]

	Approval of the allowance by [Committee / officer]
	[Name]
	[Each period]
	[Minutes]

	Change control over inputs and spreadsheets
	[Name]
	[Each change]
	[Ref]



Conclusion
[State that the allowance of $[Amount] reflects expected credit losses over the contractual life of the assets, based on the method, historical data, forecast and adjustments above, and is appropriate at [MM/DD/YYYY]. Record open items.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
