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Lenders to small business and consumers are offering borrowers affected by the COVID-19
pandemic various support options (COVID-19 support), including:
▪
▪

deferral or reduction of scheduled payments for a period; or
waiver of interest for a period.

This includes lenders who are regulated by the Australian Prudential Regulation Authority
(APRA), i.e. ADIs, and those who are regulated by the Australian Securities and Investment
Commission (ASIC), i.e. non-ADIs.
Availability of the support options will be subject to each lender’s policies and may be
granted to borrowers who satisfy the lender’s criteria for COVID-19 support.
This Guideline is intended to clarify the treatment and reporting of loans and accounts that
have been classified as COVID-19 support cases and funded through securitisation
transactions or facilities.
APRA has recently updated its guidance to regulated banks and other lenders in relation to
their treatment of loans where such lenders have offered COVID-19 support options to small
business and home loan borrowers/obligors with an option to defer or be granted a waiver of
their repayments or interest for a period.
The securitisation industry supports an approach equivalent to that which APRA has
confirmed for regulated ADIs..
This securitisation industry Guideline addresses a situation where:
▪

▪

a borrower has or had been meeting their payment obligations prior to COVID-19
hardship as at 1 March 2020 (subject to the lenders policy for the particular receivable
type but in any case being less than 90 days overdue) but chooses to take up a COVID19 support package; or
a borrower who had been meeting their payment obligations prior to COVID-19 hardship
but then misses a subsequent payment and after being contacted, the lender is satisfied
that the borrower would have qualified as a COVID hardship:
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1. the lender should not treat the period of the repayment deferral or waiver as a period
of arrears; and
2. the lender may choose to separately report the nature and terms of any repayment
deferrals (or waiver) and the volume of such loans.
Lenders with warehouse facilities should review the terms of transaction documents and
where necessary discuss the appropriate approach with their financiers.
This Guideline is based on the principle that accounts granted COVID-19 support should not
be included in arrears calculations under securitisation financing arrangements.
It is suggested that this treatment will be applied for the following:
1.
2.
3.
4.

calculation of regulatory capital using the SFA in paragraph 17 of Attachment C of APS 120;
amortisation/stop funding trigger events;
pro-rata test within term RMBS transactions; and
spread traps within term RMBS transactions.

Lenders should consider and consult relevant credit rating agencies on the approach each
will take to COVID-19 hardship accounts in the context of points 2, 3 or 4.
If, after the end of the COVID-19 support package, it becomes clear that a borrower’s
inability to meet loan payment obligations are no longer temporary, the relevant COVID-19
hardship account should be reported as past due and fall back in arrears. This means:
▪
▪

the account should be classified as being in the initial arrears category of 0 – 30 days
past due;
for some consumer receivables such as credit cards, it may be appropriate for the
account to be classified as being in arrears for the period from the start of the COVID-19
support period.

Important Notice
To the extent permitted by law, neither The Australian Securitisation Forum Inc. nor any of its affiliates, members, officers,
employees or contractors (collectively, “ASF Parties”) warrants or represents that this document and any of the information set
out or referred to in this document (“Information”) is accurate, reliable, complete or contemporary. To the extent permitted by
law, the ASF Parties expressly disclaim any and all responsibility for and shall not be liable in any way whatsoever (whether in
negligence or otherwise) for any loss or damage which may be suffered by any person relying upon this document or any
Information (including errors, defects, misrepresentations or omissions) contained in this document. This document has been
prepared for dissemination to professional and sophisticated parties only. This document is for information purposes only and
is not intended, in any jurisdiction, to be an offer or solicitation of any financial instrument or product. This document does not
purport to contain all relevant information and any statement as to any future matter is a present prediction of a possible future
outcome, the accuracy of which cannot be known or guaranteed. Past performance is not a guide to future performance. No
recipient of this document should rely upon the contents of this document and each recipient of this document should make its
own assessment and evaluation, undertake an investigation and enquire and seek its own advice to enable it to make any
decision concerning its own risk.
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