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Analysis of 2019 Survey Results
Between February and April of 2019, DiCOM Software performed an industry survey which addressed
practices of Loan Review departments across 122 different financial institutions (primarily banks) in the
United States. This survey consisted of 45 questions on various aspects of staffing, management,
productivity and the philosophical approach of each institution to the loan review function. Questions
were posed in single or multiple select formats, as appropriate, with the input of individual comments as
an additional option for participants.
The results of the survey have been compiled and grouped by bank asset size, with breakdowns into six
separate ranges. Responses were maintained anonymously, with no unique identifiers of any
responding organizations being shared.
This survey has been conducted annually since 2012, and occasionally comparisons with answers
provided by banks in prior years are included in the graphical presentation. Some questions were
modified each year of the survey based on the comments provided by participants, so year-to-year
comparisons were not always possible.

Who are we comparing to?
The survey analyzes the information provided and often categorizes the results based on the asset
ranges listed below. Participation percentages are based on FDIC data as of March 2019. As you can see
below, some response rates were higher than others. The only asset size that we are not going to report
specific information on is the “< $1B” range because the participation percentage was not significant
enough. New for this year is the “> $100B” (megabank) segment. This was added due to market
feedback from larger banks that consistently participate in this survey.

Asset Size of Participants
Asset Size

Responses

Banks

% of Total

< $1B

3

4632

0%

$1B - $5B

39

554

7%

$5B - $10B

24

91

26%

$10B - $20B

23

51

45%

$20B - $50B

21

42

50%

$50B - $100B

5

15

33%

> $100B

7

30

23%
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Participation Percentages (Across the Entire Industry)

% of Market Responding
60%
50%
50%

45%

40%

33%
26%

30%

23%

20%
7%

10%
0%

$1B - $5B

$5B - $10B

$10B - $20B

$20B - $50B

$50B - $100B

> $100B

% of Total

Loan Portfolios
The chart below is designed to illustrate the portfolio makeup of the various bank segments. This chart
will also help you benchmark your bank against your peers by comparing your portfolio makeup against
the segment averages.
CRE makes up the largest percentage of the total value for the three primary portfolios of banks $20
billion and below. For banks over $20 billion, C&I makes up the largest percentage. These findings are
consistent with last year’s survey findings.

PERCENTAGE OF LOAN PORTFOLIO
% C&I

% CRE

28%

25%

29%

40%

38%

38%

32%

37%

33%

BETWEEN $1B
AND $5B

% Consumer/Retail

26%

25%

32%

26%

42%

49%

BETWEEN $5B BETWEEN $10B BETWEEN $20B BETWEEN $50B
AND $10B
AND $20B
AND $50B
AND $100B
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Loan Review Department Staffing
A set of questions in the survey dealt with staffing of the Loan Review function. One of the challenges
many managers in Loan Review face is determining appropriate staffing levels and this is further
exacerbated given the level of M&A activity. Clearly, many factors play a role in that decision:
experience level, geography, utilization of technology, portfolio size, and management decisions
regarding appropriate coverage of the portfolio. DiCOM gathered data on the number of staff, their
experience levels, and the corresponding salary budget for the staff. Four different types of staff are
identified in the survey. There are two levels of management staff – one whose sole responsibility is a
management function, and one whose job includes doing hands-on review work (HOW) in addition to
management responsibilities. Senior loan reviewers and junior loan reviewers comprise the remaining
staff levels. Senior staff members are characterized as seasoned professionals capable of performing a
review without assistance. Junior staff members need assistance to complete a review.

Management Personnel – Headcount

Findings – Management Personnel Headcount:
In summary, our findings reflect that management personnel in most bank sizes perform hands on work.
When assets exceed $50B, there is a noticeable increase to “Only Management Responsibility”.
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Junior and Senior Staffing Levels

Findings – Junior and Senior Staff Levels:
•

Banks of all sizes employ a larger percentage of senior staff than junior staff

•

There is a linear increase in staff as bank size increases
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Total Review Staff (excluding specialty staff)

*Does not account for admin or specialty staff.

Findings – Total Review Staff
•

The chart above provides helpful information for banks to develop a strategic plan as your bank
increases in asset size.

Findings – Total Review Staff
•

Graph above illustrates the median total staff size for each segment
o

•

$1-5B = 1, $5-10B = 4 & 5, $10-20B = 7, $20-50B = 11, $50-100B = N/A, >$100B = >31

The $50B - $100B segment varied widely with responses ranging from “9” to “31 or More”
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Years of Experience for Loan Review Staff
The next aspect of staffing we addressed were the experience levels of the various staff positions. We
ask this question each year, and the results have been relatively consistent. Management teams at any
size institution are largely bankers with at least 17 years of experience. Senior staff also is generally
someone with over 15 years of experience. The experience level is, as expected, lower for the junior
staff positions.
In this next chart we show the experience level results for all asset size groups.

Average Years of Experience by Staff Level

Findings – Years of Experience
•
•
•

Typical junior staff experience levels are between 4 and 8 years
Typical senior staff levels are 14 to 21 years
Management in asset sizes from $5B and up have greater than 20 years experience
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Salary Levels
The survey data also indicates the average salary budget for all types of positions. The indicated ranges
of salary moved higher as the level of responsibility increased, which one would expect. Further, salary
at all positions tend to increase as bank size increases.

2019 Salary Levels

Findings – Salary Levels:
•
•
•

Management in most asset sizes reported salary increases in 2019 compared to 2018, with $20 $50B range declining slightly
In most cases, junior staff reported salary decreases compared to last year, except at banks with
greater than $20B in assets
Senior staff saw salary increases over last year in $5B to $10B and $50B to $100B ranges
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Regional Salary Breakdown
This is a new section added to the white paper this year. We broke out salaries by Fed Bank Districts
based on suggestions from our clients and other survey participants. This information can be used to
add further clarity to help benchmark salary levels based on your banks size AND region.

Junior Staff – Regional Breakdown
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Senior Staff – Regional Breakdown

Management Staff – Regional Breakdown
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Bonus Eligibility for Loan Review Staff (All Asset Sizes)

Across all respondents to the survey 88% indicated participation in a bank-wide pool in 2019 (87% in
2018). The bank-wide participation pool remains the most popular method to distribute bonus dollars.

Consumer Reviews, Administrative Assistance & Portfolio Exposure
There were other factors related to the number of staff in a department that we asked about. We asked
if banks had reviewers who were dedicated to consumer reviews, and we asked if the loan review
department had administrative staff support available to them. Furthermore, we asked questions
related to portfolio exposure. Each of these topics could play a role in how a department is staffed.

Consumer Reviewers
Dedicated Consumer Reviewers by Asset Size
4
1
0

0

Between $1B and
$5B

1

0

Between $5B and Between $10B and Between $20B and Between $50B and
$10B
$20B
$50B
$100B

Over $100B

Findings – Consumer Reviewers:
•

Banks over $20B in assets become likely to have one full-time consumer reviewer

•

Banks over $100B tend to have multiple dedicated consumer reviewers
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Loan Review Support Staff

Findings – Loan Review Support Staff:
•

Loan review admin staff are only likely at banks over $100B
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Average C&I/CRE Exposure Per Staff Reviewer (Includes Junior and Senior)

Findings – C&I/CRE Exposure Trend:
All Asset sizes show in a considerable increase in loan exposure per reviewer from 2016 to 2019
•
•
•
•
•

$1B - $5B increased by 23%
$5B - $10B increased by 36%
$10B – $20B increased by 41%
$20B - $50B increased by 38%
$50B - $100B increased by 52%

When comparing banks by asset size to previous surveys the largest increase in exposure are banks $50B
to $100B which report a 52% increase from 2016 to 2019. The three bank segments with the largest
increase in assets per reviewer (shown above) also report over 50% of the time they are using an
automated loan review system (pages 30-31) which could be indicative of additional efficiencies
obtained through automation.
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Staff Training
Overall, Loan Review staffs are reported to have many years of experience. Ongoing training had a
slight decrease for banks in the $1B to $10B range. Banks $10B and greater saw a slight increase in staff
training.

Staff Training Likelihood Increases with Size of Bank

As a Bank's size increases so do the size and complexity of the credits. Larger banks make larger
loans. Therefore, additional training needs should be anticipated due to an increase in lending
complexity.
Findings – Staff Training:
•

In segments greater than $5B, more than half of the respondents require staff training
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Annual Training Budget for Review Staff (All Responses)

Findings – Staff Training:
•

69% of banks have training budget

•

34% of the respondents indicate a training budget with $500 - $1,000 (most common)
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The Loan Review Process
We find slightly less than 30% of all survey respondents indicate their bank outsources the loan review
function. Smaller banks are more likely to outsource and indicate cost savings as their primary
motivator.

Decision to Outsource Loan Review

Findings – Outsource Reasons:
•
•

All banks over $1B in total assets are more likely to insource the loan review function
Propensity to outsource becomes even more unlikely as bank size increases

Findings – Outsource Reasons:
•
•

Cost savings continues to be the primary motivator for those banks that outsource
Flexibility increased significantly as an outsource reason in 2019
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Primary Objective of Loan Review Department
In the survey, banks are asked to identify what the primary objectives of their Loan Review department
are. The question was structured as a multiple select answer where the higher average response
indicates more significance as a primary objective.

Primary Objective of Loan Review Department – All Asset Sizes

In the above chart, the choices are ordered by the 2019 hierarchy of results.
Findings – Objective of Loan Review:
•

Risk rating accuracy remains number 1 followed up by asset quality

Location Loan Review is Performed

Findings – Objective of Loan Review:
•

Most banks are still doing loan review at the primary office
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Approach Used to Set Loan Review Schedule

Findings – Approaches Used to Set Loan Review Schedule:
•

The Top Three Approaches are: Risk Based, Targeted Portfolio & Calendar

Findings – Risk Based Approach to Set Review Schedule:
•

Larger banks are even more likely to use a risk-based approach

DiCOM Software, LLC

1800 Pembrook Drive, Suite 450, Orlando, FL 32810 407-246-8060

Page 22

2019 Loan Review Survey

Review Level
When reviews are scoped, there are number of different considerations related to credit selection, but
there is also the ability to select a group of credits based on a relationship within those credits. We find
that different banks have different approaches to how they want to complete a credit review when it
comes to the actual review work. The survey asked the participants to specify at what level their review
work is done, with multiple selections allowed.

Findings – Level of Reviews:
•

Banks are most likely to consider the entire borrowing relationship and review at that level

Types of Loans in Review
In addition, each year survey respondents have indicated the types of loans they have in review. Year
after year, these loan types shift slightly but the results tend to be fairly consistent. This year however,
DiCOM added a response option for leveraged loans shown in the chart below.

Findings – Types of Loans in Review:
•

Nearly all responents indicate a focus on Commercial, CRE, and Construction loans
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Sample Selection Criteria
The next step in the process of reviewing a loan portfolio is to identify the specific loans to be reviewed,
or the “sample” from the total portfolio which is expected to be representative of the larger group.
How Loan Review Managers select their sample is a critical part of the overall Loan Review process, and
there are numerous criteria used to narrow that group to an appropriate sample size.
The graph below illustrates the top sample selection criteria used by loan review in 2019 and 2018.

Sample Selection Criteria – All Bank Sizes
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Risk Assessment
In deciding what loans in the portfolio to review, or what segments of the portfolio need more
attention, Loan Review managers need to determine what the risk elements are that need to be
incorporated into those decisions. The chart below shows the criteria in order of selection by the banks
in all asset groups in 2019. The top two criteria for this group remain unchanged.

Risk Assessment Criteria Used by Loan Review

Loan Review Productivity
It has been evidenced that loan review is being tasked to do more work through increased portfolio size
and additional duties. This increased workload has driven many organizations to begin to monitor and
benchmark their efficiency. To that end, DiCOM received input from both clients and non-clients to
begin to incorporate this information into the annual survey. The initial analysis below represents a
starting point to provide better benchmarking in regarding KPIs that relate to loan review.

Tracking of Loan Review Productivity Metrics
86%
56%

54%

52%

33%

21%

10%
Yes Plan to
Track

No

Between $1B and $5B

86%
60%

Yes Plan to
Track

25%

No

Between $5B and
$10B

22%

Yes Plan to
Track

26%

No

14%

20%

Yes Plan to Yes Plan to
Track
Track

20%
No

Between $10B and Between $20B Between $50B and
$20B
and $50B
$100B

14%
Yes

No

Over $100B

Findings – Level of Reviews:
•

A little more than half of banks under $20B are tracking metrics

•

Banks over $20B are very likely to track metrics
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Productivity Tracking
44%
24%
16%

15%
2%

Credits per Reviewer

No Plans

Other Metrics

Plan to Track

Total Exposer per
Reviewer

Findings – Level of Reviews:
•

Credits per Reviewer is the most common KPI/metric used to track loan review productivity

Number of Files Reviewed per Week During an Exam (per
reviewer)
6.6

6.1
5.0

Between $1B and
$5B

4.5

4.8

Between $5B and Between $10B and Between $20B and Between $50B and
$10B
$20B
$50B
$100B

4.6

Over $100B

Findings – Level of Reviews:
•

Smaller banks indicate a slightly higher review output than larger banks

•

5-6 files per reviewer/week would be a good average benchmark for each reviewer
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Portfolio Coverage
Another factor that has a direct impact on necessary staffing is the goal set by management for
coverage of the portfolio on an annual basis. In this survey, we asked what coverage level was achieved
by loan review in the most recent year, for the C&I, CRE and Consumer portfolios.

Estimated Portfolio Coverage Comparison

Findings – Types of Loans in Review:
•
•

Penetration percentages are similar to last year’s and decrease as bank size increases
This might indicate larger size banks are reliant data analysis tools (technology) to narrow
down a sample

Factors that Impact Targeted Coverage Percentage
Portfolio coverage levels are likely to change over time just as the economy changes. In a strong
economy where borrower performance is more consistent, coverage may be reduced without significant
issue, while in a declining economy a closer watch on a larger segment of the portfolio may be
warranted. The pressure for expense reduction may also influence those decisions. Loan Review must
be diligent in identifying the risky segments of the portfolio so that even if portfolio coverage overall
decreases, the loans that are of most concern are monitored appropriately. In short, an organization’s
scoping tools and criteria must be flexible enough to adjust to evolving market conditions.
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Targeted Coverages Vary Based on:
70%

69%

62%
52%
43%

Risk Rating

Industry

Product

Borrower

Geographic
Market

Findings – Factors Impacting Targeted Portfolio Coverage
•

The top 3 factors in 2019 are: Risk Rating, Industry, and Product

Exceptions
One of the most critical aspects of loan review is how an organization, cites and reports exceptions (or
findings). Often exceptions can be broken up into two groups, material exceptions and non-material
exceptions. Material exceptions are exceptions which contribute to elevated risk in a credit portfolio.

What Exceptions are Tracked by Loan Review (Multiple selections allowed)

Exceptions LR is Responsible for Tracking
72%
60%
42%

Unapproved Exceptions (%)
Documentation Exceptions (%)
Approved Exceptions (%)

Total

Like last year, unapproved exceptions are most commonly tracked by loan review. While over half the
responding organizations tracked documentation exceptions and less than half track approved
exceptions.
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Where are Exceptions Cited
To further our understanding of the exception process in banks, we asked if the exceptions cited were at
the relationship, borrower or note level. In banks up to $20B exceptions were primarily cited at the
note level. As asset size increases from $20B and higher exceptions are cited at the borrower level.
Across all assets sizes relationship level is least likely to be used.

How do Exceptions Impact Review Rating?
The follow up question to citing of exceptions was what impact the exceptions have on the overall rating
of a review. This was a multiple selection question, so the percentages exceed 100%.
The group was relatively consistent with their choice of how to handle exceptions relative to a rating
and appears to agree to cite all exceptions but rate only on material exceptions.
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Loan Review Systems
It’s clear that loan review staff are being asked to deliver more with existing staff levels. In order to do
that many organizations are seeking out the opportunity to leverage technology to drive efficiencies.
The possible efficiencies gained by eliminating as much human error as possible in the maintenance of
the data are a longstanding effort. Additional benefits of technology typically include process
standardization and increased capabilities that can enhance the overall value of the loan review
organization.
Towards that end, DiCOM asked about the use of automation in the loan review process itself. Overall
the respondents indicate that 51% are using fully manual approaches, largely Microsoft Word® and
Microsoft Excel® based, to complete their reviews. However, this overall percentage must be tempered
with the knowledge that the smaller banks are more numerous and heavily weight the overall
percentage with their propensity for manual processes.

Loan Review System vs Manual Process
72%

28%

58%

42%

48%

52%

43%

57%

40%

60%

100%

Manual System Manual System Manual System Manual System Manual System System
Between $1B
and $5B

Between $5B
and $10B

Between $10B Between $20B Between $50B Over
and $20B
and $50B
and $100B
$100B

Findings – Loan Review System vs Manual Process
•

Banks above $10B become increasingly likely to utilize a loan review system

DiCOM Software, LLC

1800 Pembrook Drive, Suite 450, Orlando, FL 32810 407-246-8060

Page 30

2019 Loan Review Survey

Type of Loan Review System

Type of Loan Review System

Between $20B
and $50B

57%

Custom Inhouse

Vendor Supplied

Custom Inhouse

20%
Vendor Supplied

Custom Inhouse

Vendor Supplied

Vendor Supplied

Custom Inhouse

Vendor Supplied

Between $1B andBetween $5B and Between $10B
$5B
$10B
and $20B

40% 43%

40%
19%

9%

8%
Manual

Custom Inhouse

Vendor Supplied

Manual

15% 13%

Custom Inhouse

33%

43% 38%

Manual

48% 43%

Manual

58%

Manual

72%

Between $50B Over $100B
and $100B

The $1B to $10B segment banks are most likely to use a manual system. For a new loan review
department, it’s low cost option and makes use of familiar tools like Word and Excel. As banks increase
in size beyond $10B a vendor option or a custom developed system gain usage. In the largest banks
with assets greater than $50B a custom-built in-house solution become the most popular. At the $100B
and greater range the vendor supplied option usage peaks above 40%. One possible explanation for an
increase in a vendor supplied system in this segment is legacy in-house custom systems often lose
access to IT resources and become stale or unstable. Conversely, a vendor supplied system is subject to
a product roadmap and consistent upgrades.

Types of Risk Ratings
One of the other trends in monitoring and documenting risk that has become more prevalent over the
last several years is the use of multi-dimensional risk ratings. These include primarily two-dimensional
ratings, where in many banks the borrower is rated based on probability of default (PD), while the note
or obligation is rated on loss given default (LGD), although there are other types of ratings used in two
dimensional systems as well. There is also some use of three-dimensional ratings where the borrower is
evaluated for PD, the facility is evaluated for LGD, and the expected loss (EL) is a third rating and is a
product of the first two. There are internal challenges to adopting a multi-dimensional system which
include not only the ability of the bank’s core loan accounting system to accommodate this approach for
existing and new loans, but also the retraining of staff in the new risk rating methodology. The process
of converting to a new rating system typically involves running both systems in tandem so that the new
ratings can be compared and monitored. A bank would obviously want to avoid a sudden impact to
required reserve levels dictated by a shift in the assessed quality of the portfolio, solely due to a poorly
aligned rating matrix.
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1D versus 2D Risk Rating

Findings – Factors Impacting Targeted Portfolio Coverage
•

Size seems to be a determining factor with larger banks using a 2D risk rating system.

Number of Loan Grades

Number of Loan Grades Available - Large Banks
3
2
1

1

1

1

1

1

9-10

20 - 15

21- 25

23 - 15

Over 25

13 - 15

Between $50B and $100B

16 - 20

Over 25

Over $100B

As illustrated in the graph above both the $50B-100B and $100B and over bank segments are likely to
have more than 10 loan grades. This would reflect the usage of a 2D risk rating systems at larger
institutions.
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ALLL
Another area of credit risk responsibility reported regularly for individuals in the Loan Review
Department has to do with review of the ALLL allocations made by the bank. Given the level of
involvement in evaluation of the loan portfolio, many banks involve Loan Review in the ALLL process
too.

Type of Review of ALLL Done by Loan Review Staff

Type of Review of ALLL by Loan Review
None

7%
18%

Methodology and
Calculations

43%

Other
31%

•

Methodology

The level of banks where loan review has no ALLL involvement is 43%
43%

34%
6%

•
•

4%

13%

For loan review departments performing ALLL reviews, we find quarterly reviews to
be most popular
The comment section of the survey reflected involvement is on the periphery with activities
like impairment calculation or specific reserves and attendance of ALLL meetings
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Other Responsibilities of Loan Review
Loan Review's Expanding Responsibilities
72%

61%

Acquisition Due
Diligence

46%38%

28%30%

Preparing and Reg O Compliance
Managing
Reviews
Regulatory Exams

2019

21%

9%

Other

16%11%

6% 5%

Appraisal Reviews Environmental
Reviews

2018

Findings – Other Responsibilities of Loan Review:
•
•

Consistent with the 2018 survey, we find acquisition due diligence to be the most common
additional loan review responsibility across all asset sizes
The comment section reflected additional duties of loan review that warrant mention:
Author/ write quarterly risk assessments of every industry, vendor analysis, and portfolio
analytics and stress testing, floor plans and field audits, so that’s further evidence loan
review is very busy

Loan Grade Decisions
There are various grading processes in place at each institution, but the final decision on a grade as a
result of a credit review can rest in several places. We asked who had the final say on a grade at each
bank for the first time in 2016, as the result of comments in prior surveys that indicated there were
some differences of approach here.
Although it was far from unanimous, loan review managers/directors had a significant role at all size
banks in the final grade decision. Overall, these managers were given the final say more than 50% of the
time, and that seemed to increase as bank size grew, with CCO staff having more input in smaller banks.
In the comments it was indicated that in some cases there is a committee, possibly audit, that would be
involved if a decision could not be reached mutually.
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Who Has the Final Say in Loan Grading? (All Asset Sizes)

•

In all segments the Loan Review Manager is the most likely to have the final say in loan
grading.

Imaging of Files
There are other factors that impact the staffing required for a Loan Review manager to accomplish their
goals with respect to portfolio coverage and risk management. Efficiencies of systems play a role in
determining the capacity of the staff. Other than the loan review system used by the bank, one area
that has been a factor over the last decade which contributes to staff capacity is the imaging of credit
and collateral files. Over the past several years, imaging of both credit and collateral files has become
the norm across all asset sizes. With that in mind, DiCOM adjusted the question to ascertain the
accuracy of imaged credit and collateral files.

Imaging of Credit Files
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Imaging of Collateral Files

Findings – Imaging of Credit and Collateral Files:
•
•
•

Most banks are imaging their credit and collateral files
One of the biggest challenges when converting to an imaging system is the accuracy of where
the imaged files stored
Accuracy improves over time

Risk Rating Accuracy
We saw in the “Primary Objectives of Loan Review”, Risk Rating Accuracy continues to be the most
consistent objective. As an appropriate follow-up to the objectives question above, we asked how Risk
Rating Accuracy was evaluated. We presented this as a multiple select question. The three most
popular approaches are:
1. # of Grade Variances as a Percentage of Loans reviewed
2. # of Loans with Grade Variances between Loan Review and Business Unit
3. $ Outstanding with Double Grade Change
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Factors Used to Evaluate Risk Rating Accuracy – All Asset Sizes

Factors Used to Evaluate Risk Rating Accuracy
67%
61%

57%
49%
43%

38%

# of Grade # of Loans with $ Outstanding # of Loans with $ Outstanding $ Outstanding
Variances as a
Grade
with Grade Double Grade with Grade with Double
Percentage of Variances Variances as a
Change
Variances Grade Change
# of Loans between Loan Percentage of
between Loan
Reviewed
Review and $ Outstanding
Review and
Business Unit Reviewed
Business Unit
•

Variance of loans reviewed per unit is the most popular selection followed by dollar volume

Acceptable Level of Variance in Risk Rating
Along those same lines, we asked if the banks had an acceptable level of variance for risk ratings
assigned by the lending side versus the risk rating determined by the Loan Review staff. For banks who
did establish criteria, there were two methodologies to consider: a percentage of the total dollar
outstandings reviewed, or a percentage of the number of credits reviewed.
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Acceptable Level of Variance as Percentage of Total Outstandings

Acceptable Variance: % of $ Outstandings Reviewed

Not Applicable
Under 1%
1-3%
5-7%
3-5%
7-10%
Over 10%
Not Applicable
1-3%
5-7%
3-5%
7-10%
Over 10%
Not Applicable
1-3%
5-7%
3-5%
7-10%
Not Applicable
1-3%
5-7%
3-5%
7-10%
Not Applicable
1-3%
3-5%
Not Applicable
1-3%
3-5%

70%
60%
50%
40%
30%
20%
10%
0%

Between $1B and $5B Between $5B and
$10B

Between $10B Between $20B Between $100B
and $20B
and $50B
$50B and
$100B

Acceptable Level of Variance as Percentage of Credits Reviewed

Acceptable Variance: % of # of Credits Reviewed

Not Applicable
Under 1%
1-3%
3-5%
5-7%
7-10%
Not Applicable
1-3%
3-5%
5-7%
7-10%
Over 10%
Not Applicable
Under 1%
1-3%
3-5%
5-7%
7-10%
Not Applicable
1-3%
3-5%
5-7%
7-10%
1-3%
3-5%
7-10%
Not Applicable
1-3%
3-5%

50%
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

Between $1B and
$5B
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Management Reporting
While reporting lines were slightly inconsistent, we find Loan Review most commonly reports through
the CRO and/or the Board of Directors Audit Committee according to the 2019 survey results.

Loan Review Reporting Relationships
CRO

37%

Board of Directors - Committee Other…

36%

Board of Directors - Audit Committee

21%

31%

Director of Internal Audit
CCO

25%

13%
8%

16%

6%
11%

CEO 3% 15%
0%

10%

Direct
•

20%

30%

40%

50%

60%

70%

Indirect

Reporting to the CRO has increased since the prior year. This is likely due to increases in
technological complexities and access to ever increasing amounts of data that must be parsed
and digested
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Management Reporting and Frequency

Frequency and Type of Management Reports
LOB Management

23%

Executive Management

21%

Risk Oversight Committee of Board

7% 9%

Audit Committee of Board

14%

20%
37%

16% 5%

Board of Directors 4% 8%

9% 5%

28%
35%

16%

14%

18%

12%

7%
8%
19%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
Detail reports monthly

Detail reports quarterly

Summary reports monthly

Summary reports quarterly

Other
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Evaluation of Loan Review
Certainly, one of the other responsibilities for management of credit risk is to evaluate the performance
of the Loan Review function itself. We asked banks in this survey how they address the need for an
independent assessment of their Loan Review process. The question was posed as a multiple select
question since most banks might use multiple sources for assessment and evaluation of their
performance and effectiveness.
In 2019, the most relied upon method to assess Loan Review efforts was through “Regulatory
Assessment” at 70% followed by “Internal Audit” at 65%.

Independent Assessment of Loan Review in the Past 2 Years (All Bank Sizes)

Independent Assessment of Loan Review - Past 2 Years
70% 69%

65% 63%
38%

47%
8% 12%

Regulatory
Assessment

Internal Audit

Outside Third
Party
2019

Self - Assessment

6% 3%
Do Not Plan
Independent
Assessment

2018

Findings – Independent Assessment of Loan Review:
•
•

Again, we find the top response is “Regulatory Assessment”
Noted a 9% drop in leveraging an “Outside Third-party”
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Impact on Bank Policy and Decision Making
Increasingly, regulators are looking for a heightened level of involvement by Loan Review in the
management of credit risk within banks. One of the ways banks can implement a more active role is by
engaging Loan Review management in the decision-making bodies within the organization. In order to
quantify how involved Loan Review currently is, we included in our survey some of the primary
committees operating in most banks and asked how much participation Loan Review was currently
having in these committees.
The involvement was broken down into four levels, with ‘attending and voting’ as the highest level of
engagement possible. Second a Loan Review manager is expected to attend the meeting, but not having
a vote. In this scenario, the Loan Review manager might participate in the discussion and potentially
have some influence over the decisions made in that committee. The least active role a Loan Review
manager could have on a committee would be attending, but to do so silently, in effect, only benefitting
the Loan Review Manager to the degree that he/she gains some insight into the focus and direction of
the committee decisions. The bank does not benefit from any insight or advice the Loan Review
Department might offer to that committees’ efforts. The final option is for no involvement at all, where
Loan Review is not requested or expected to attend the meeting.
The results for each type of committee are presented in the following chart which includes responses
from all asset sizes.

Committee Types and Loan Review Involvement

Loan Review Meeting Participation
Problem Asset Committee
Watch List Committee

11%

40%

9%

Loan Committee 1%
Loan Policy Development

8%

Risk Rating Policy Setting

10%
0%

15%

33%
26%

15%

17%

23%
41%
30%

20%

40%

13%
26%

42%
5%

4%

21%

8%

30%

23%
60%

Attend & Vote

Attend and Participate

Attend but Don't Participate

Do not Attend

16%
34%
80%

100%

Committee Does Not Exist
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Annual Review Process
Another topic that relates to the management of credit risk at the bank level is the performance of
annual reviews of credits. While this responsibility does not fall to the Loan Review staff, the existence
of a well-developed annual review process can directly impact the quality of loan information and files
that are then available for review on a consistent basis. There are a variety of criteria that prescribe the
necessity for an annual review to be performed, and they vary widely from bank to bank and from asset
size to asset size. For a review to be required, there are often a series of criteria evaluated related to
loan type, commitment or outstanding amount of the loan or relationship, and risk rating of the existing
credit.
As demonstrated in the results below, the primary factor for annual reviews continues to be the
commitment dollar level, with repeated emphasis on this in each of the past three years. When dollar
amounts were a factor in the need for an annual review, for banks of this asset size the dollar amounts
mentioned were $750,000 at the borrower level, and in some cases, banks indicated that all lines of
credit were reviewed annually, or that all credits were expected to be reviewed annually.
As a follow-up question, we considered who was responsible for performing annual reviews at these
banks, and the responses here vary somewhat over the three years of results.

When are Annual Reviews Required?
Annual Reviews of Individual Credit Relationships are Required When:
77%

32%

28%
12%

When Commitments
Exceed a Certain
Dollar Level

For Certain Risk
Ratings

11%

For Certain Loan Every Relationship is When Outstandings
Types
Reviewed Annually Exceed a Certain
Dollar Level

Key Findings – When Are Annual Reviews Required:
•

The most common requirement for Annual Reviews is “Size of Commitment”
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What Function(s) Perform Annual Reviews (multiple selections allowed)

What Function is Responsible for Annual Reviews?
49%
47%
46%

Portfolio Managers

Lenders

Credit Administration

Key Findings – Who Performs Annual Reviews:
•

There isn’t much differentiation between the three responses; all are significant

Portfolio Risk Thresholds
From a portfolio perspective, banks often will establish thresholds for their portfolio performance with
respect to risk levels that are acceptable. This has become an increasing focus in the past few years,
with Enterprise Risk Management taking the lead on these types of issues in many banks. The
establishment of a Risk Appetite for various segments of lending, and the risk levels accepted in those
segments are also a point of discussion with regulators frequently.
Along those lines, we asked banks to identify what criteria they have established, if any, for the overall
health of their portfolio, focusing on the risk classifications of criticized and classified. What we
determined is that increasingly banks are establishing these criteria, although overall between 15% and
20% of banks still report not having criteria established and these banks without criteria exist in all asset
groups. In this chart we show results for those banks with criteria established.
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Acceptable Level of Criticized Loans

Acceptable Level of 'Criticized' Loan Outstandings as a % of Total
Loans Considered (Calculated)
8%
5%

5%

4%

4%

3%

Between $1B
and $5B

Between $5B Between $10B Between $20B Between $50B
and $10B
and $20B
and $50B
and $100B

Over $100B

Acceptable Level of 'Criticized' Loan Outstandings
as a % of Total Loans Considered
50% 50%

47%
32%
25%24% 26%
16%
15%
15%
11%
10%
5% 3%
5%
5%
30%

33%
23% 17%
18% 17% 17% 17%

25% 25%
9%

No criteria established
Under 1%
1 - 3%
Over 3 - 5%
Over 5 - 7%
Over 7 - 10%
No criteria established
1 - 3%
Over 3 - 5%
Over 5 - 7%
Over 7 - 10%
Over 10%
No criteria established
Under 1%
1 - 3%
Over 3 - 5%
Over 5 - 7%
Over 7 - 10%
Over 10%
No criteria established
Over 5 - 7%
Over 7 - 10%
Under 1%
1 - 3%
Over 3 - 5%
Over 5 - 7%
No criteria established
1 - 3%
Over 3 - 5%
Over 5 - 7%
Over 7 - 10%

11%
11%
5% 5%

Between $10B and Between $1B and
$20B
$5B

Between $20B and
$50B

Between Between $5B
$50B and and $10B
$100B

Over $100B

Findings:
• Majority of survey respondents indicate an acceptable range between 1-5%

DiCOM Software, LLC

1800 Pembrook Drive, Suite 450, Orlando, FL 32810 407-246-8060

Page 45

2019 Loan Review Survey

Acceptable Level of Classified Loans as a % of Tier 1 Capital + the ALLL

Acceptable level of adversely classified assets
as a percentage of Tier 1 Capital + the ALLL (Calculated)
19%

16%

14%

Between $1B and
$5B

15%

13%

12%

Between $5B and Between $10B and Between $20B and Between $50B and
$10B
$20B
$50B
$100B

Over $100B

Acceptable Level of Classified Loans as a % of Tier 1 Capital +
the ALLL
67%

Between $1B and Between $5B Between $10B and
$5B
and $10B
$20B

25%

Between $20B and $50B

31-40%

Under 10%

11-20%

Under 10%

51-60%

6% 6% 6%
41-50%

17%

31-40%

11-20%

75%

33%

21-30%

28%

5%
31-40%

Under 10%

11-20%

Under 10%

41-50%

21-30%

11-20%

3%
Under 10%

10%

10%

11-20%

17%

39%

35%

29%

21-30%

28%

50%

21-30%

53%

Under 10%

62%

Between Over
$50B and $100B
$100B

Findings:

•
•

Some banks report as high as 40%, but under 10% is most common
Average acceptable level of Classified Loans as a percentage of Tier 1 Capital and the
ALLL is approximately 15%
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Summary of Findings
•
•
•
•
•
•
•

Banks of all sizes are more likely to employ more senior-level staff than junior-level staff
o Potential concerns about the availability of “next-generation” talent
Average exposure per reviewer has increased steadily over the past 5 years
o Suggests loan review departments are under pressure to increase efficiency
Larger banks are more likely to use 2D Risk Ratings
Larger banks have a higher instance of using loan review software
Files/week by each reviewer is the most common performance metric
o 5-6 files per week is a good average benchmark for productivity
As banks increase in size the penetration ratio declines
o Suggest risk-based scoping can identify appropriate samples at reduced penetration %
Loan Review most commonly reports to the CRO

Disclaimer
All the information contained herein is obtained from sources believed to be accurate and reliable. All
representations contained herein are believed by DiCOM Software to be as accurate as the data and
methodologies will allow. Due to the possibility of human and mechanical error, as well as unforeseen
factors beyond our control, the information herein is provided “as is” without warranty of any kind.
DiCOM Software makes no representations or warranties, express or implied, to participants in the
survey or any other person or entity as to the accuracy, timeliness, completeness, merchantability, or
fitness for any particular purpose of any of the information contained herein. Furthermore, DiCOM
Software disclaims any responsibility to continue to update the information. Information is provided
without warranty on the understanding that any person or entity that acts upon it or otherwise changes
position in reliance thereon does so entirely at such person’s or entity’s own risk.
The report is provided for internal analytical and planning purposes only. As such, a recipient may
disclose the information to consultants and agents that are engaged to assist that institution in analysis
and planning; however, such consultant or agent is prohibited to use the information for any purpose
other than such analysis and planning for that institution.
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