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Why the Change 

• Consistency with FFIEC requirements 
• Obama’s, “Making Home Affordable Program” 
• Reduce Regulatory Burden 
 



Four Major Components 

1. Must have written policies addressing loan 
workouts 

2. Adopt “industry wide” practice of to cease to 
accrue interest on loans at 90 days or more 

3. Maintain work out MBL’s in a nonaccrual 
status until they have made 6 consecutive 
payments 

4. Calculate TDR’s based on restructured 
agreement not the original terms 



Loan Policies 

• Must control the use of loan workouts 
• Establish controls to ensure policy is 

consistently applied 
• In line with credit unions risk mitigation 

strategy 
• Must define eligibility requirements including 

number of times a loan can be modified 
• Prohibit advances to pay interest or fees (not 

including forced place insurance or taxes) 



Loan Policies Continued 

• Must be supported by credit union 
management information system for 
monitoring purposes 

• Warns against restructuring more than once a 
year or more than twice in five years 

• Utilize FFIEC “Uniform Retail Credit 
Classification and Account Management 
Policy” 65 FR 36903 (June 12, 2000) 
 



Regulatory Reporting Requirements 

• Reporting TDR’s in accordance with the 
restructured terms not original loan contract 
terms 

• Institutes revised call report data elements 
• New data is intended to give field staff the 

information to monitor if loans are being 
excessively restructured and income is 
recognized appropriately (see handout) 



Non-Accrual 

• Adopt policies that specifically address the 
discontinuance of interest accrual on loans 90 
days or more past due 
Jury is out on this one as some credit unions 

have opinions from their CPA that the existing 
general ledger entry at the end of month 

remains consistent with FASB and the 
regulation…..others not so lucky 



NonAccrual Continued (1) 

• IRPS specifies when FICU’s must reverse 
existing interest and discontinue accruing 

• Default 90 days or more unless loan is “well 
secured” and “in process of collection. 

 



Non-Accrual Continued (2) 

• IRPS also addresses treatment of cash interest 
payments during nonaccrual period and 
prohibits restoration of previously reversed or 
charged off accrued, but uncollected, interest 
applicable to any loan placed in a non-accrual 
status.  

So what are they saying? 



 Restoration to Accrual 



Business Loans 

• Business loans must remain at a nonaccrual 
status until 
– CU can document a current credit evaluation of 

borrowers financial condition and…. 
– Prospects for repayment under revised terms 
– Sustainability means six consecutive months prior 

to returning the account to an accrual status. 



Using CU*BASE 

• Loan Classification 
• Security Codes 
• Loan report generator MNRPTE #2 
• Refinance field 
• Upcoming changes in spring 

 



Questions? 



LEGAL DISCLAIMER 

The information contained in this email does not constitute legal advice.  We make no claims, promises or guarantees about the accuracy, 
completeness, or adequacy of the information contained in this email.  You should retain and rely on your own legal counsel, and nothing herein 
should be considered a substitute for the advice of competent legal counsel. These materials are intended, but not promised or guaranteed to 
be current, complete, or up-to-date and should in no way be taken as an indication of future results.  All information is provided "as is", with no 
guarantee of completeness, accuracy, timeliness or of the results obtained from the use of this information, and without warranty of any kind, 
express or implied, including, but not limited to warranties of performance, merchantability and fitness for a particular purpose. In no event will 
CU*Answers, its related partnerships or corporations, or the partners, agents or employees thereof be liable to you or anyone else for any 
decision made or action taken in reliance on the information provided or for any consequential, special or similar damages, even if advised of 
the possibility of such damages. 
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