
FASB’s Accounting Standards Update 2016-13, Measurement 

of Credit Losses on Financial Instruments, shifts the basis 

for loss reserve estimates from incurred losses to current 

expected credit losses (CECL). The consequences are 

substantial.

The Challenge and Opportunity of CECL

CECL has wide-ranging implications for financial institutions. 

Developing auditable lifetime loss estimates that faithfully 

reflect the business poses challenges that span data, models, 

process, and organization. Institutions will need to carefully 

determine the right level to invest. 

With challenges come opportunities for your organization to 

benefit. The most successful institutions will not only comply 

with the new standard but will also develop capabilities that provide management with better information, drive business strategy, 

and help the business maintain better control over its financial results.
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Successfully Transitioning to CECL
Proven 
Experience
FI specializes in developing 

credit models customized to our 

clients’ businesses, along with 

the surrounding data processes, 

controls, and artifacts. U.S. 

Government agencies have been 

using a lifetime expected losses 

modeling framework for 25 years. 

FI is the leading service provider 

in this space, having successfully 

developed models for more than 

$2T in credit exposure across 

multiple asset classes and agencies.

Projects Spotlight:
TARP: FI modeled the 

completely new TARP program 

in a high-pressure, high-scrutiny 

environment, gaining a clean audit 

opinion from year one.

FHA Audit: FI provides model 

audits for FHA’s and Ginnie Mae’s 

guarantee portfolios, providing 

unique insight into audit 

requirements.

SBA: FI models the expected 

credit losses for all major SBA loan 

programs.

Lessons Learned from Lifetime Expected Credit Loss Experience
• Extensive data is required, collecting and maintaining it is not easy and will require a significant investment

• Organizations have many choices that will affect both their control over the final output and the actual final output

• The transition will have wide-ranging effects throughout the organization and will require engagement with a broad set 
of stakeholders

• Audits will be more complex, requiring not only justification for what you did, but also what you did not do

• The transition will take more time than expected—organizations that start earlier can make adjustments that can lessen 
the impact, project capital needs earlier, and get clean audit opinions on the first try
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About FI
FI Consulting (FI) delivers solutions that help 

fi nancial institutions and government agencies 

get better information, make insightful and 

substantiated decisions, manage risk, and 

improve performance. FI’s approach applies 

data, analytics, modeling, and technology 

through agile, customer-centric principles 

that recognize the complexities of our clients’ 

businesses as well as leading  practices.

FI has successfully delivered CECL-equivalent 

credit modeling projects covering numerous 

asset classes and more than $2T in total credit 

exposure.

FI’s Approach
Our approach refl ects a fundamental focus on proving model veracity and auditability, consistent with the 

U.S. Basel III Final Rule, the OCC’s Supervisory Guidance on Model Risk Management (SR 11-7) and Supervisory 

Assessment of Capital Planning and Positions for Large and Noncomplex Firms (SR 15-19), and additional 

regulatory best practices. From planning through production, FI brings quantitative and qualitative understanding 

of modeling and the credit business to help comply with the new CECL requirements. Starting with a custom 

assessment, FI can identify the right solution for your business, prepare and obtain the necessary data, implement 

the best solution, provide validation, and continue support through audit and business adjustments. Alternatively, 

for organizations that have already started on the path to CECL compliance, you can choose from among FI’s 

off erings to address your specifi c needs from data selection to model governance and documentation. 
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