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Coronavirus Disease 2019 (COVID-19) is a global pandemic that is affecting insurers, individuals and the 
economy as a whole.  With the increasing amount of cases that are resulting in “Stay at home orders,” 
the closing of non-essential  businesses,  and an increase in unemployment, some borrowers are having 
trouble making payments on loans.  In response to COVID-19, the Financial Condition (E)Committee 
issued guidance on March 27, 2020 to encourage insurers to work with borrowers who are unable to 
make contractual payment obligations because of the effects of COVID-19.

The committee supports the use of prudent loan modifications that can mitigate the impact of COVID-19 
on the economy.  The committee adopted INT 20-03:  Troubled Restructuring Due to COVID-19 and INT 
20-04:  Mortgage Loan Impairment Assessment Due to COVID-19 that are discussed below.

INT 20-03:  Troubled Restructuring Due to 
COVID-19
This interpretation adopts the provisions detailed in the March 22, 2020 “Interagency Statement on 
Loan Modifications and Reporting for Financial Institutions working with customers affected by the 
Coronavirus.”  This interpretation addresses SSAP No. 36-Troubled Debt Restructuring and determines 
that a short term modification made on a good faith basis in response to COVID-19 to borrowers who 
were current prior to any relief are not considered troubled debt restructurings (TDR).  Any modification 
or deferral programs mandated by the federal or state will not be considered TDR.  Institutions are 
reminded that loans that have been restructured as described under this statement will continue to be 
eligible as collateral at the FRB’s discount window based on the usual criteria.  This interpretation is 
effective for the specific purpose to address loan modifications in response to COVID-19 and will be 
considered nullified when no longer available.
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INT 20-04:  Mortgage Loan Impairment 
Assessment Due to COVID-19
This interpretation was adopted to address the impact of mortgage loan forbearance or prudent 
modifications on the statutory accounting and reporting requirements for mortgage loans, as well 
as investments with underlying mortgage loans in response to COVID-19, that were current as of 
December 31, 2019.  Investments in the scope of this interpretation include: 

a. SSAP No. 37—Mortgage Loans: All mortgage loans in scope of SSAP No. 37.   

b. SSAP No. 30—Common Stock: SEC registered investments with underlying mortgage loans        
 (e.g., mortgage-backed mutual funds).

c.	 SSAP	No.	43R—Loan-backed	and	Structured	Securities:	Securities in scope of SSAP No. 43R   
 with underlying mortgage loans. This includes residential and commercial mortgage backed  
 securities (RMBS & CMBS), and credit risk transfers (CRTs) issued through government   
 sponsored enterprises (GSEs). Other investments in scope of SSAP No. 43R are also captured  
 within this interpretation if the underlying investments predominantly reflect mortgage loan  
 products. 

d.	 SSAP	No.	48—Joint	Ventures,	Partnerships	and	Limited	Liabilities	Companies:	Investments   
 in scope of SSAP No. 48 that have underlying characteristics of mortgage loans. These   
 investments could include private equity mortgage loan funds.

For modification programs designed to provide temporary relief for borrowers due to COVID-19, 
current as of December 31, 2019, the  reporting entities may presume that borrowers are current on 
payments and are not experiencing financial difficulties at the time of the modification for purposes 
of determining impairment status and thus no further impairment analysis is required for each loan 
modification in the program. The exceptions granted in this interpretation are detailed as follows:  

a. SSAP No. 37—Mortgage Loans: Provide a limited-time exception for assessing impairment 
under SSAP No. 37, paragraph 16, for mortgage loans with payments (either principal or interest) 
that have short-term deferrals or modifications in response to COVID-19. This interpretation shall 
not delay impairment assessments for reasons other than the short-term deferral or modification of 
interest or principal payments in response to COVID-19 and shall not delay recognition of realized 
losses if a reporting entity believes a mortgage loan is OTTI.  RBC categories for mortgage loans will 
stay the same as classified for 12.31.2019 even if there is a deferment of payments from the effects of 
COVID-19.

b. SSAP No. 30—Common Stock: Provide a limited-time exception for assessing OTTI under SSAP 
No. 30, paragraph 10, and INT 06-07 due to fair value declines for SEC registered funds that have 
underlying mortgage loans that have been deferred or modified in response to COVID-19 unless 
the reporting entity intends to sell the security. If the entity has made a decision to sell the security, 
recognition of the OTTI shall continue to be required. As these investments are reported at fair value, 
declines in fair value would continue to be reported as unrealized losses.

c.	 SSAP	No.	43R—Loan-backed	and	Structured	Securities:	Provide a limited-time exception for 
assessing OTTI under SSAP No. 43R, paragraphs 30-36, due to fair value declines in investments that 
have underlying mortgage loans deferred or modified in response to COVID-19 unless the reporting 
entity intends to sell the security. If the entity has made a decision to sell the security, then recognition 
of an OTTI shall continue to be required.  For RMBS/CMBS securities that are financially modeled 



3

APRIL 2020

as of December 31, 2019, will keep the same NAIC designation and will not change even if there is a 
deferment of principal and interest from the effects of COVID-19.

d.	 SSAP	No.	48—Joint	Ventures,	Partnerships	and	Limited	Liabilities	Companies: Provide a limited-
time exception for assessing OTTI under SSAP No. 48 due to fair value declines in investments that 
have underlying mortgage loans deferred or modified in response to COVID-19 unless the entity 
intends to sell the security. Additionally, an OTTI shall be assessed if factors other than the mortgage 
loan forbearance or modification have resulted with a decline that is considered other than temporary, 
or the reporting entity does not believe it is probable they will collect the carrying amount of the 
investment.  RBC categories for Schedule BA mortgages will stay the same as classified for December 
31, 2019, even if there is a deferment of payments from the effects of COVID-19.

The exceptions granted in this interpretation are applicable for the March 31st and June 30th, 2020 
(1st and 2nd quarter) financial statements and only in response to mortgage loan forbearance or 
modifications granted in response to COVID-19. As the exceptions provided in this interpretation are 
not applicable in the September 30, 2020 (3rd quarter) financial statements, this interpretation will 
automatically expire as of September 29, 2020.

Sources: “Statutory Accounting Principles (E) Working Group, INT 20-03 –Troubled Debt Restructuring Due 
to COVID-19” “Statutory Accounting Principles (E) Working Group, INT 20-04 –Mortgage Loan Impairment 
Assessment Due to COVID-19” “Financial Condition (E) Committee Memo on COVID-19”
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Disclaimer: Asset Allocation & Management Company, LLC (AAM) is an investment adviser registered with the Securities and Exchange 
Commission, specializing in fixed-income asset management services for insurance companies. Registration does not imply a certain level of 
skill or training. This information was developed using publicly available information, internally developed data and outside sources believed 
to be reliable. While all reasonable care has been taken to ensure that the facts stated and the opinions given are accurate, complete 
and reasonable, liability is expressly disclaimed by AAM and any affiliates (collectively known as “AAM”), and their representative officers 
and employees. This report has been prepared for informational purposes only and does not purport to represent a complete analysis 
of any security, company or industry discussed. Any opinions and/or recommendations expressed are subject to change without notice 
and should be considered only as part of a diversified portfolio. Any opinions and statements contained herein of financial market trends 
based on market conditions constitute our judgment. This material may contain projections or other forward-looking statements regarding 
future events, targets or expectations, and is only current as of the date indicated. There is no assurance that such events or targets will 
be achieved, and may be significantly different than that discussed here. The information presented, including any statements concerning 
financial market trends, is based on current market conditions, which will fluctuate and may be superseded by subsequent market events 
or for other reasons. Although the assumptions underlying the forward-looking statements  that may be contained herein are believed to 
be reasonable they can be affected by inaccurate assumptions or by known or unknown risks and uncertainties. AAM assumes no duty to 
provide updates to any analysis contained herein.  A complete list of investment recommendations made during the past year is available 
upon request. Past performance is not an indication of future returns. This information is distributed to recipients including AAM, any of 
which may have acted on the basis of the information, or may have an ownership interest in securities to which the information relates. 
It may also be distributed to clients of AAM, as well as to other recipients with whom no such client relationship exists. Providing this 
information does not, in and of itself, constitute a recommendation by AAM, nor does it imply that the purchase or sale of any security 
is suitable for the recipient. Investing in the bond market is subject to certain risks including market, interest-rate, issuer, credit, inflation, 
liquidity, valuation, volatility, prepayment and extension. No part of this material may be reproduced in any form, or referred to in any other 
publication, without express written permission.Disclaimer: Asset Allocation & Management Company, LLC (AAM) is an investment adviser 
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