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Background 

This TRG Snapshot summarizes the April 1, 2016, meeting of the FASB’s transition resource group (TRG) 
for credit losses. 

The purpose of the credit losses TRG is similar to that of the TRG that the FASB and IASB established 
to discuss their joint revenue recognition standard. That is, it does not issue guidance but provides 
feedback on potential implementation issues associated with the FASB’s upcoming standard on 
accounting for credit losses. By analyzing and discussing such issues, the TRG helps the Board 
determine whether it needs to take additional action, such as providing clarification or issuing other 
guidance. The credit losses TRG comprises financial statement preparers, auditors, users, and financial 
services regulators. FASB members attend the TRG’s meetings. In addition, representatives from the 
SEC, PCAOB, Federal Reserve, OCC,1 FDIC,2 NCUA,3 and FHFA4 are invited to observe the meetings.

Unlike the revenue recognition TRG, the credit losses TRG was created before the issuance of the final 
standard on credit losses to ascertain whether the guidance is understandable and to avoid potential 
implementation issues. The FASB will consider the TRG’s feedback before finalizing the guidance on 
credit losses.  

Editor’s Note: The FASB spent much of 2015 drafting amendments to its impairment guidance. 
The amendments will introduce the current expected credit loss (CECL) model, which is a new 
impairment model for certain financial instruments that is based on expected losses rather than 
incurred losses. Under the CECL model, an entity would recognize as an allowance its estimate 
of credit losses that, when deducted from the amortized cost basis, would represent the “net 
amount expected to be collected on the financial asset.” The FASB believes that the CECL model 
will result in more timely recognition of credit losses and will reduce the complexity of U.S. GAAP 
by decreasing the number of credit impairment models used to account for debt instruments. 
Under the existing impairment models (often referred to as incurred loss models), an impairment 
allowance is recognized only after a loss event (e.g., default) has occurred or its occurrence is 
probable. In assessing whether to recognize an impairment allowance, an entity may only consider 
current conditions and past events; it may not consider forward-looking information.

Topics Discussed at the Meeting

This was the credit losses TRG’s first public meeting5 with the FASB. At this meeting, the TRG discussed 
various aspects of the draft measurement guidance from the upcoming standard,6 which will be 

1  Office of the Comptroller of the Currency.
2  Federal Deposit Insurance Corporation.
3  National Credit Union Administration.
4  Federal Housing Finance Agency.
5  On September 30, 2015, the TRG held a private meeting to discuss an earlier draft of the credit losses standard.
6  The draft measurement guidance is available on the FASB’s Web site.
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codified in ASC 326-20, to ensure that the guidance is understandable and operational and reflects 
the Board’s decisions to date. The discussion included the TRG’s observations on how an entity would 
estimate expected credit losses on loans, specifically with respect to the draft measurement guidance 
stating that an entity:

• May use various methods to determine its expectation of credit losses.

• “[W]ill not be required to forecast conditions over the entire life of a financial asset.“

• “[H]as flexibility to determine the historical loss information to which it would revert and the 
method of reversion.“

• “[S]hould incorporate information [into] its expectations of credit losses that [is] relevant to the 
entity and accessible without undue cost or effort“; external information that is “less relevant 
than an entity’s own internal information“ would be excluded.

The TRG agreed that these concepts from the draft measurement guidance are clear.

Editor’s Note: While the TRG believes that the measurement concepts discussed above are clearly 
articulated in the draft guidance, certain TRG members were concerned about what historical loss 
information an entity would revert to when estimating expected credit losses. Currently, the draft 
standard states that the entity would not be required to forecast conditions over the contractual 
life of the asset. Rather, for the period beyond the period for which the entity can make reasonable 
and supportable forecasts, the entity would revert to “historical credit loss experience.” 

While some Board members stated that an entity would have flexibility in choosing which historical 
loss information to revert to (e.g., unadjusted historical loss rates versus adjusted historical loss 
rates), others appeared not to support that view. Accordingly, some TRG members recommended 
that if the Board believes that an entity should have flexibility in choosing which loss experience to 
revert to, the draft should be revised to reflect that view. Alternatively, if the Board believes that an 
entity should always revert to an unadjusted historical loss amount as a practical way of putting 
the reversion concept into practice, the measurement guidance should be revised to articulate that 
view.  

Next Steps

The FASB intends to meet at the end of April to (1) address certain TRG comments, (2) discuss whether 
the costs of implementing the standard would outweigh the benefits, and (3) decide whether to 
change the standard’s effective date.7 Further, the FASB staff will ask the Board for permission to finish 
drafting a final ASU for a vote by written ballot. The FASB believes that the standard will be issued by 
June 30, 2016.

7  At its November 11, 2015, meeting, the FASB tentatively decided on an effective date for the upcoming standard. See Deloitte’s November 12, 
2015, journal entry for more information. 

http://www.iasplus.com/en-us/publications/us/aje/2015/1112-3
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Subscriptions
If you wish to receive TRG Snapshot and other accounting publications issued by Deloitte’s National Office, please register at  
www.deloitte.com/us/subscriptions. 

Dbriefs for Financial Executives 

We invite you to participate in Dbriefs, Deloitte’s webcast series that delivers practical strategies you need to stay on top of 
important issues. Gain access to valuable ideas and critical information from webcasts in the “Financial Executives” series on the 
following topics: 

• Business strategy and tax. • Financial reporting for taxes. • Transactions and business events.

• Driving enterprise value. • Governance, risk, and compliance.

• Financial reporting. • Technology.

Dbriefs also provides a convenient and flexible way to earn CPE credit — right at your desk. Subscribe to Dbriefs to receive 
notifications about future webcasts at www.deloitte.com/us/dbriefs. 

Technical Library and US GAAP Plus

Deloitte makes available, on a subscription basis, access to its online library of accounting and financial disclosure literature. Called 
Technical Library: The Deloitte Accounting Research Tool, the library includes material from the FASB, EITF, AICPA, PCAOB, IASB, 
and SEC, in addition to Deloitte’s own accounting and SEC manuals and other interpretive accounting and SEC guidance. 

Updated every business day, Technical Library has an intuitive design and navigation system that, together with its powerful 
search features, enable users to quickly locate information anytime, from any computer. Technical Library subscribers also receive 
Technically Speaking, the weekly publication that highlights recent additions to the library. For more information, including 
subscription details and an online demonstration, visit www.deloitte.com/us/techlibrary.

In addition, be sure to visit US GAAP Plus, our free Web site that features accounting news, information, and publications with a 
U.S. GAAP focus. It contains articles on FASB activities and updates to the FASB Accounting Standards Codification™ as well as 
developments of other U.S. and international standard setters and regulators, such as the PCAOB, AICPA, SEC, IASB, and  
IFRS Interpretations Committee. Check it out today! 

The purpose of this publication is to describe matters discussed at recent meetings of the FASB credit losses 
transition resource group. This summary was prepared by Deloitte’s National Office. Although this summary of 
the discussions and conclusions reached is believed to be accurate, no representation can be made that it is 
complete or without error. Official meeting minutes of each meeting are prepared by the Financial Accounting 
Standards Board staff and sometimes contain additional information and comments; therefore, this summary is 
not a substitute for reading the official minutes. In addition, tentative conclusions may be changed or modified 
at future meetings. 

Deloitte is not, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or 
other professional advice or services. This publication is not a substitute for such professional advice or services, 
nor should it be used as a basis for any decision or action that may affect your business. Before making any 
decision or taking any action that may affect your business, you should consult a qualified professional advisor. 

Deloitte shall not be responsible for any loss sustained by any person who relies on this publication.

As used in this document, “Deloitte” means Deloitte & Touche LLP, a subsidiary of Deloitte LLP. Please see 
www.deloitte.com/us/about for a detailed description of the legal structure of Deloitte LLP and its subsidiaries. 
Certain services may not be available to attest clients under the rules and regulations of public accounting.
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