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Reporting of Troubled Debt Restructured Loans - Clarification

Summary
NCUA has amended its regulations to require federally insured credit unions (FICUs) to
maintain written policies that address the management of loan workout arrangements and
nonaccrual policies for loans, consistent with industry practice or Federal Financial Institutions
Examination Council (FFIEC) requirements. The final rule includes guidelines, set forth as an
interpretive ruling and policy statement (IRPS) and incorporated as an appendix to the rule, that
will assist FICUs in complying with the rule, including the regulatory reporting of troubled debt
restructured loans (TDR loans or TDRs) in FICU Call Reports.
The effective date for this rule is July 2, 2012. The compliance date is extended to October 1,
2012 for the rule’s requirements to adopt written policies addressing loan workouts and
nonaccrual practices and to December 31, 2012 to collect nonaccrual status data.
The May 2012 edition of OPS NOTES provided a summary of this rule. This edition clarifies a
section of the Troubled Debt Restructuring policy (Policy 3170).
Regulatory Reporting of Workout Loans Including TDR Past Due Status
The final IRPS mandates that the past due status of all loans should be calculated consistent
with loan contract terms, including amendments made to loan terms through a formal
restructure. The IRPS eliminates the current, dual, and often manual delinquency tracking
burden on FICUs managing and reporting TDR loans, while instituting a nonaccrual policy on
TDR loans apart from past due status. The Call Report instructions will be modified accordingly.
With regard to bankruptcies, the new rule does change TDR delinquency reporting. Chapter 13
bankruptcies would not be reported as delinquent based on the original terms, but rather on the
restructured terms. The exception would be member business loans (MBLs).
Therefore, in the next update (January 2013), Policy 3170 will be revised.
Paragraph 3 of the General Policy Statement will be amended as follows:

To ensure that the Credit Union properly recognizes and accounts for its TDRs, the
Credit Union’s loan department will involve members of its accounting department when loan
modifications are considered. The Credit Union will also refer to FASB Statement No. 15,
Accounting by Debtors and Creditors for Troubled Debt Restructurings, Accounting Standards
Codification (ASC) 310-40, Troubled Debt Restructurings by Creditors, which provides
examples of modifications of terms of debt that result in a TDR.

Paragraphs 3 and 4 of the Guidelines will be amended as follows:

(3)

ACCOUNTING FOR TROUBLED DEBT RESTRUCTURING. The Credit Union
will properly account for and report its TDRs pursuant to the requirements of FASB
Statement No. 15, Accounting by Debtors and Creditors for Troubled Debt Restructurings, ASC
310-40, Troubled Debt Restructurings by Creditors, which establishes standards of
financial accounting and reporting by the debtor and by the Credit Union for TDRs. The
Credit Union will account for the restructured loan in accordance with the provisions of
FASB Statement No. 114, Accounting by Creditors for Impairment of a Loan ASC 310,
Receivables (loans will be considered “impaired” when it is probable that the Credit
Union will be unable to collect all amounts due according to the original contract terms
of the loan agreement).
(A)

Accounting for TDRs as a Part of a Bankruptcy. When a member with a
restricted debt files bankruptcy, the Credit Union will do the following:
(i)

Chapter 7 – The Credit Union will immediately charge-off the portion of
the debt discharged by the bankruptcy court.

(ii)
Chapter 13 – The Credit Union will calculate the past due status of the
restructured loan consistent with the original loan agreement restructured loan
contract terms., until the member makes 6 consecutive payments under the
bankruptcy plan. The exception to this would be for member business loans
(MBLs), which are still reported as delinquent until six consecutive payments are
made.
(4)

REPORTING
(A)

Board Reporting. Management will report to the Board regarding the status of
TDRs on a monthly basis.

(B)

5300 Call Report. The Credit Union will report TDRs as delinquent consistent
with the restructured original loan contract terms, including changes made to loan
terms through a formal restructure.

Credit unions should amend their respective TDR policies to reflect this information.

This edition of OPS NOTES was prepared by the Michigan Credit Union League.
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