Federal Reserve Bank of San Francisco
101 Market Street, San Francisco, California 94105
October 30, 2013
To State Member Banks, Bank
Holding Companies, Financial Holding
Companies, Savings and Loan Holding Companies,
and Foreign Banking Offices
in the Twelfth Federal Reserve District
Interagency Supervisory Guidance Addressing Certain Issues Related to Troubled Debt
Restructurings
Applicability to Community Banking Organizations: This guidance applies to all financial institutions,
including those with $10 billion or less in consolidated assets.
The Federal Reserve, together with the Federal Deposit Insurance Corporation, the National Credit Union
Administration, and the Office of the Comptroller of the Currency, (the agencies) has issued the attached
guidance, which addresses certain issues related to the accounting treatment, and regulatory credit risk
grade or classification of commercial and residential real estate loans that have undergone troubled debt
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restructurings (TDRs). This document reiterates key aspects of previously issued guidance and also
discusses the definition of collateral-dependent loans and the circumstances under which a charge-off is
required for TDRs. The guidance for these two concepts is included to provide further clarification and
ensure consistent treatment.
The agencies encourage financial institutions to work constructively with borrowers and view prudent
modifications as positive actions when they mitigate credit risk. The agencies generally will not criticize
financial institutions for engaging in prudent workout arrangements, even if the modified loans result in
adverse credit classifications or constitute TDRs.
Additional Information
All circulars and documents are available on the Internet through the Federal Reserve Bank of San
Francisco’s website, at http://www.frbsf.org/banking-supervision/publications/district-circular-letters/.
For additional information, please contact:
Federal Reserve Bank of San Francisco
Banking Supervision and Regulation
(213) 683-2814
Attachment:
Interagency Supervisory Guidance Addressing Certain Issues Related to Troubled Debt Restructurings
Cross references to:
• SR letter 09-7, “Policy Statement on Prudent Commercial Real Estate Loan Workouts”
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• SR letter 06-17, “Interagency Policy Statement on the Allowance for Loan and Lease Losses”
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According to U.S. generally accepted accounting principles (GAAP), a restructuring of a debt constitutes
a troubled debt restructuring if the creditor for economic or legal reasons related to the debtor's financial
difficulties grants a concession to the debtor that it would not otherwise consider.
2
In the attachment to SR-06-17 entitled, “Questions and Answers on Accounting for Loan and Lease
Losses,” the discussion of the treatment of selling costs for collateral dependent loan in the answer to
Question 10 should consider the guidance in this letter’s attachment. More specifically, see the section
entitled, “Classification and Charge-Off Treatment: Impaired Loan that is Collateral Dependent,” and
footnote #19 of this letter’s attachment for guidance on selling costs.

