
Loan Modifications and Troubled Debt Restructurings 

Some members have questioned the provisions under the CARES Act, Sec. 4013, that allows financial 
institutions the option to temporarily suspend certain requirements under U.S. generally accepted 
accounting principles (GAAP) related to troubled debt restructurings (TDR) for a limited period of time to 
account for the effects of COVID-19. 

On April 7, 2020, the NCUA, along with the federal banking agencies and the CFPB, issued a revised 
Interagency Statement on Loan Modifications and Reporting for Financial Institutions Working with 
Customers Affected by the Coronavirus (Interagency Statement).  

The Interagency Statement provides guidance on two categories of loan modifications that can receive 
TDR relief – loan modifications on eligible loans under Sec. 4013 and loan modifications on other loans.  

Accounting for Loan Modifications under Section 4013 
As provided for under the CARES Act, a financial institution may account for an eligible loan modification 
either under Section 4013 or in accordance with ASC Subtopic 310-40 (Troubled Debt Restructurings by 
Creditors). 

Under Section 4013 credit unions can suspend TDR reporting for any loan modification related to COVID-
19, executed on a loan that was current as of Dec. 31, 2019, and executed at any time during the 
applicable period.  

This section provides temporary relief from reporting for any loan modified at any time during 
the covered period that was current as of Dec. 31, 2019.  

Eligibility: To be an eligible loan under section 4013, a loan modification must be: 

(1) related to COVID-19;  
(2) executed on a loan that was not more than 30 days past due as of December 31, 2019; 

and  
(3) executed between March 1, 2020, and the earlier of (A) 60 days after the date of 

termination of the National Emergency or (B) December 31, 2020 (applicable period).  

Accounting for other Loan Modifications Not under Section 4013 
If a loan modification is not eligible under section 4013 (e.g., a loan that is modified after the end of the 
applicable period, or a loan that was not current on Dec. 31, 2019), or if the institution elects not to 
account for the loan modification under section 4013, the financial institution should evaluate whether 
the modified loan is a TDR. 

Short-term modifications are not considered TDRs if the borrower is current at the time of the 
loan modification.  

The agencies confirmed with FASB that short-term modifications made on a good faith basis in 
response to COVID-19 to borrowers who were current prior to any relief are not TDRs under ASC 
Subtopic 310-40. This includes short-term (e.g., six months) modifications such as payment 
deferrals, fee waivers, extensions of repayment terms, or delays in payment that are 
insignificant. Borrowers considered current are those that are less than 30 days past due on 
their contractual payments at the time a modification program is implemented. 

Resources:  
• Interagency Statement 
• CARES Act  
• FFIEC Supplemental Instructions; Appendix A - CARES Act: Accounting and Reporting 

Considerations 

https://www.ncua.gov/files/press-releases-news/interagency-statement-tdr-policy-revised.pdf
https://www.ncua.gov/files/press-releases-news/interagency-statement-tdr-policy-revised.pdf
https://www.congress.gov/bill/116th-congress/house-bill/748/text?q=%7B%22search%22%3A%5B%22hr748%22%5D%7D&r=1&s=2
https://www.congress.gov/bill/116th-congress/house-bill/748/text?q=%7B%22search%22%3A%5B%22hr748%22%5D%7D&r=1&s=2
https://www.ffiec.gov/pdf/FFIEC_forms/FFIEC031_FFIEC041_FFIEC051_suppinst_202003.pdf
https://www.ffiec.gov/pdf/FFIEC_forms/FFIEC031_FFIEC041_FFIEC051_suppinst_202003.pdf

