
 
 

Current Expected Credit Losses Standard Implementation 
In June 2016 the FASB issued ASU 2016-13, "Financial Instruments – Credit Losses (Topic 326): 
Measurement of Credit Losses on Financial Instruments" (ASU 2016-13), which requires entities to use a 
new impairment model referred to as the current expected credit losses (CECL) model rather than 
incurred losses. The standard is effective for financial periods ending on or after 12/15/23. 

The standard applies to an entity that has any of the following financial assets:  

 Accounts (trade) receivables – subject to the revenue recognition standards  
 Contract assets (including retainage receivables)  
 Held-to-maturity debt securities  
 Net investment in leases as a lessor for sales type and direct financing leases  
 Forgivable employee loans  

Prior to the new standard, credit losses were incurred when it was determined that a loss was probable 
at the balance sheet date. With the new standard the recognition threshold is determined based on the 
lifetime expected credit losses, taking into consideration the risk of loss even if it is remote in some 
instances.  

In order to determine your allowance for credit losses under the new model you must do the following:  

 Pool assets with similar risk characteristics, including those that are current or not yet due (by 
geography, aging, credit score, size, etc) 

 Start with historical loss information  
 Consider current conditions and reasonable and supportable forecasted economic conditions 

(unemployment rates, interest rates, regulatory, legal, etc) 
 Adjust the historical loss rates to reflect the effects of current and forecasted economic 

conditions  

There is a great level of flexibility in calculating the estimation of credit losses including methods that use 
an aging schedule, loss-rate methods, roll-rate methods, and discounted cash flow methods. However, 
given the nature of the standard it is unlikely that an entity would be able to support having no allowance 
for credit losses or one that did not change at least on an annual basis.  

Additional disclosures to the financial statements will also be required regarding the methodology behind 
the estimate of the allowance, the risk factors considered, and the risk pool segments, and a roll forward 
of the allowance for credit losses.  

Please work with your MMB + CO engagement team to determine the appropriate application of this 
standard and what might work best for you.  

For your convenience we have attached the following economic conditions to assist you in determining 
what current and future conditions might fit your organization best.  



 

Economic Conditions for the Northeast 
“From the Bureau of Labor Statistics” 

Northeast Region – Monthly Data 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Interest Rates 

Date of Rate Change Rate (%) 

February 1, 2023 7.75 

March 22, 2023 8.00 

May 3, 2023 8.25 

July 26, 2023 8.50 
(The Current U.S. Prime Rate) 

 

The Current U.S. (Fed) Prime Rate is: 8.5% 

December 13, 2023: The FOMC has voted to keep the  
target range for the fed funds rate at 5.25% - 5.50%.   

Therefore, the United States Prime Rate remains at 8.50%. 

 



 

Real GDP 

Real GDP is an inflation-adjusted measure that reflects the value of all goods and services produced by an 
economy for a specific period of time. Essentially it measures total economic output taking price changes 
into account. The higher the level of real GDP the higher the level of goods and services that are produced. 

 


