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FASB PROPOSES TARGETED TRANSITION RELIEF TO INSTITUTIONS 

APPLYING THE CREDIT LOSSES STANDARD 

 

Provides fair value option upon adoption of the credit losses standard 

 

Norwalk, CT, February 6, 2019—The Financial Accounting Standards Board (FASB) 

today issued a proposed Accounting Standards Update (ASU) that would ease transition to 

the credit losses standardby providing the option to measure certain types of assets at fair 

value. Stakeholders are asked to review and provide comments on the proposal by March 8, 

2019. 

 

Issued in 2016, the credit losses standard introduced the expected credit losses method for 

measuring credit losses on financial assets measured at amortized cost, replacing the 

previous incurred loss method. It also modified the accounting for available-for-sale debt 

securities, which must be individually assessed for credit losses when fair value is less than 

the amortized cost basis. 

 

Some stakeholders—including auto financing institutions that extend credit to borrowers 

with limited or impaired credit histories—noted that certain financial statement preparers 

have begun (or are planning) to elect the fair value option on newly originated or purchased 

financial assets that have historically been measured at amortized cost.  They noted that 

electing the fair value option would require them to maintain dual measurement methods—

fair value measurements and amortized cost basis. 

 

The proposed ASU would allow preparers to irrevocably elect the fair value option, on an 

instrument-by-instrument basis, for eligible financial assets measured at amortized cost 

basis upon adoption of the credit losses standard. This would increase the comparability of 

financial statement information provided by institutions that otherwise would have 

reported similar financial instruments using different measurement methodologies, 

potentially decreasing costs for financial statement preparers while providing more useful 

information to investors and other users. 

 

The proposed ASU is available at www.fasb.org. 

 

http://www.fasb.org/
https://www.fasb.org/cs/Satellite?c=Document_C&cid=1176172031887&pagename=FASB%2FDocument_C%2FDocumentPage
https://www.fasb.org/creditlosses
http://www.fasb.org/


 

About the Financial Accounting Standards Board 

 

Established in 1973, the FASB is the independent, private-sector, not-for-profit organization 

based in Norwalk, Connecticut, that establishes financial accounting and reporting 

standards for public and private companies and not-for-profit organizations that follow 

Generally Accepted Accounting Principles (GAAP). The FASB is recognized by the Securities 

and Exchange Commission as the designated accounting standard setter for public 

companies. FASB standards are recognized as authoritative by many other organizations, 

including state Boards of Accountancy and the American Institute of CPAs (AICPA). The 

FASB develops and issues financial accounting standards through a transparent and 

inclusive process intended to promote financial reporting that provides useful information 

to investors and others who use financial reports. The Financial Accounting Foundation 

(FAF) supports and oversees the FASB. For more information, visit www.fasb.org. 

 

http://www.fasb.org/

