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REVISIONS TO THE REPORTS OF CONDITION AND INCOME
(CALL REPORT) FOR 2001

Presented below is a schedule-by-schedule discussion of the revisions to the Call Report that
will take effect in 2001, which compares the revisions to the existing reporting requirements (i.e.,
those in effect through December 31, 2000). Unless otherwise indicated, these reporting
changes will be implemented as of the March 31, 2001, report date. To assist you in
understanding these revised reporting requirements, a sample of the report form applicable to
your bank — the FFIEC 041 for banks with domestic offices only and the FFIEC 031 for banks
with foreign offices — is attached. On the sample forms, items that are new or revised on Report
of Condition Schedules RC through RC-O and on Report of Income Schedules RI through RI-E
are printed in bold type for ease of identification. However, because Schedules RC-S and RC-T
are new and a new reporting approach and format have been adopted for Schedule RC-R, none
of the items in these schedules on the sample forms have been highlighted in bold type. Please
note that the sample forms are marked "Draft" because the wording of the captions of the Call
Report items and other information in these sample forms are subject to correction or further
clarification.
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The current submission deadlines for the Call Report will remain in effect. Thus, banks must
continue to submit their Call Reports electronically so that they are received by the banking
agencies’ electronic collection agent no later than 30 days after the quarter-end report date,
e.g., by April 30 for the March 31 report. However, banks that have (or have previously had)
more than one foreign office, other than a "shell" branch or an International Banking Facility, are
permitted an additional 15 days to file their Call Reports, e.g., by May 15 for the March 31
report.

Schedule RC - Balance Sheet

Item 4, "Loans and lease financing receivables"” — The reporting of loans and leases (not held
for trading) on the balance sheet will be revised. At present, loans and leases held for sale are
included on the balance sheet in item 4.a, "Loans and leases, net of unearned income,"
together with loans and leases that the bank has the intent and ability to hold for the foreseeable
future or until maturity or payoff. Loans and leases held for sale are currently separately
identified in the loan schedule in Schedule RC-C, part I, Memorandum item 5.

On the revised balance sheet, "Loans and leases held for sale" will be reported in item 4.a at
the lower of cost or market value, while the remainder of the loan and lease portfolio will be
reported, net of unearned income, in item 4.b. However, loans and leases held for sale will
continue to be reported with the bank's other loans and leases in the loan schedule (Schedule
RC-C) and in other schedules in which loan and lease data are collected. Thus, the sum of
items 4.a and 4.b on Schedule RC must equal the total amount of loans and leases reported in
Schedule RC-C, part |, item 12 (column B on the FFIEC 041 report form; column A on the
FFIEC 031 report form).

The "Allowance for loan and lease losses" will be reported on the balance sheet in renumbered
item 4.c. The "Allocated transfer risk reserve," now reported in item 4.c on the balance sheet,
will no longer appear as a separate balance sheet item. Instead, banks will report their loans
and leases net of any allocated transfer risk reserve in the loan schedule (Schedule RC-C). The
amount of any "Allocated transfer risk reserve" will be disclosed in the new regulatory capital
schedule, Schedule RC-R, which is discussed below.

These changes will bring the Call Report balance sheet presentation of loans into closer
conformity with generally accepted accounting principles (GAAP).

Item 10, "Intangible assets" — Banks currently report the total amount of their intangible assets
in item 10 on the balance sheet, and provide a breakdown of these assets in Schedule RC-M,
item 6. On the revised balance sheet, "Goodwill" and "Other intangible assets" will be separately
reported in items 10.a and 10.b, respectively. Schedule RC-M will continue to include (in
renumbered item 2) the same breakdown of intangible assets other than goodwill that it has at
present.

Item 16, "Other borrowed money" — ltem 15.a, "Demand notes issued to the U.S. Treasury," will
be eliminated as a separate item and will be reported instead as part of item 16, "Other
borrowed money." In addition, the existing three-way maturity breakdown of other borrowed
money will be moved from the balance sheet to Schedule RC-M, item 5, where it will include
separate identification of Federal Home Loan Bank advances. For further information, please
refer to the discussion of Schedule RC-M below.
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Item 22, "Minority interest in consolidated subsidiaries" — The item for "Minority interest in
consolidated subsidiaries" will be moved from its current location (Schedule RC-G, item 3) to the
liability side of the balance sheet. As a result, its location on the Call Report balance sheet will
correspond to the location where banks and bank holding companies are instructed by Article 9
of the Securities and Exchange Commission's (SEC) Regulation S-X to report these interests on
the balance sheet.

Item 26.a, "Retained earnings" — The caption for item 26.a will be changed from "Undivided
profits and capital reserves" to "Retained earnings" to conform to current financial reporting
terminology. However, neither the content of this item nor its instructions have changed.

Item 26.b, "Accumulated other comprehensive income" — Current balance sheet items 26.b,
"Net unrealized holding gains (losses) on available-for-sale securities," 26.c, "Accumulated net
gains (losses) on cash flow hedges," and 27, "Cumulative foreign currency translation
adjustments," will be combined and reported as "Accumulated other comprehensive income" in
new item 26.b." In addition, any minimum pension liability adjustment recognized in accordance
with Financial Accounting Standards Board (FASB) Statement No. 87, Employers’ Accounting
for Pensions, will be included in this new item for "Accumulated other comprehensive income."
This change will conform the presentation of the equity capital section of the Call Report
balance sheet to FASB Statement No. 130, Reporting Comprehensive Income.

Item 27, "Other equity capital components” — A new item for "Other equity capital components"
will be added to the equity capital section of the balance sheet. This item will cover treasury
stock and unearned Employee Stock Ownership Plan shares which, under GAAP, are to be
reported in a contra-equity account on the balance sheet. It will also include any other
transactions required by GAAP to be recognized in nonincome equity accounts (other than
stock and surplus accounts). Thus, this new item will make the equity capital section of the Call
Report balance sheet more consistent with GAAP.

Memorandum item 1, "Most comprehensive level of auditing work performed for the bank by
independent external auditors” — This memorandum item requires all banks to report the highest
level of comprehensive external auditing work they have had performed during the previous
year. In November 1999, the banking agencies issued a joint policy statement that encourages
banks with less than $500 million in total assets to consider engaging an independent public
accountant to perform a full scope annual audit of the bank’s financial statements. Acceptable
alternatives are an attestation engagement to examine management’s assessment of the
effectiveness of the internal control structure over financial reporting and an audit of the bank’s
balance sheet. A new code category 3 will be added to Memorandum item 1 to capture data on
internal control attestations and current code categories 3 through 8 will be renumbered as 4
through 9. Also, the instructions for code categories 1 and 2 of Memorandum item 1, which
currently apply to full scope audits, will be revised to include balance sheet audits performed in
accordance with generally accepted auditing standards.

Schedule RC-A — Cash and Balances Due From Depository Institutions

At present, this schedule appears only on the FFIEC 031, 032, and 033 report forms. To reduce
the number of banks to which this schedule applies, the current size threshold for Schedule RC-

" The first two of these components of "Accumulated other comprehensive income" will be separately
identified in the new regulatory capital schedule, Schedule RC-R, which is discussed below.
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A will be raised from $100 million to $300 million in total assets for banks with domestic offices
only. Thus, on the FFIEC 041 report form, only those banks with $300 million or more in total
assets will be required to complete Schedule RC-A. All banks with foreign offices will continue to
complete Schedule RC-A on the FFIEC 031 report form.

In addition, for all banks to which Schedule RC-A will remain applicable, existing Memorandum
item 1, "Noninterest-bearing balances due from commercial banks in the U.S.," will be deleted.

Schedule RC-B - Securities

Item 3, "Securities issued by states and political subdivisions in the U.S." — The three separate
items for "General obligations," "Revenue obligations," and "Industrial development and similar
obligations," which banks currently report in Schedule RC-B, items 3.a, 3.b., and 3.c,
respectively, will be combined into a single item for all state and local securities (not held for
trading).

Item 5, "Asset-backed securities" and Item 6, "Other debt securities" — Currently, virtually all
non-mortgage asset-backed securities are reported in a single securities item, i.e., Schedule
RC-B, item 5, "Other debt securities." To enhance the banking agencies’ ability to assess credit
exposures and asset concentrations, a new item 5 will be added to Schedule RC-B to identify
asset-backed securities separately from "Other debt securities." Existing items 5 through 7 will
be renumbered as items 6 through 8. In new item 5, "Asset-backed securities," banks will report
quarter-end fair value and amortized cost information for six categories of securities backed by:

e credit card receivables (item 5.a),

e home equity lines (item 5.b),

e automobile loans (item 5.c),

o other consumer loans (item 5.d),

e commercial and industrial loans (item 5.e), and
e other assets (item 5.f).

Some banks may have reported securities backed by home equity lines in Schedule RC-B, item
4, "Mortgage-backed securities," and not as "Other debt securities" in current item 5. The
instructions for item 4 will be revised to indicate that such asset-backed securities should be
reported in new item 5.a of Schedule RC-B.

In general, the first five of these asset-backed securities categories are defined in the same
manner as the loans that back them are defined for purposes of Schedule RC-C — Loans and
Lease Financing Receivables. Thus, securities backed by:

e credit card receivables are those backed by extensions of credit to individuals for
household, family, and other personal expenditures arising from credit cards as defined
for Schedule RC-C, part |, item 6.4,

e home equity lines are those backed by revolving, open-end lines of credit secured by 1-
to-4 family residential properties as defined for Schedule RC-C, part |, item 1.c.(1),

¢ automobile loans are those backed by loans to individuals for the purpose of purchasing
private passenger vehicles, including minivans, vans, sport-utility vehicles, pickup trucks,
and similar light trucks for personal use, and are a subset of "Other consumer loans," as
defined for Schedule RC-C, part |, item 6.c,
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e other consumer loans are those backed by loans to individuals for household, family,
and other personal expenditures as defined for Schedule RC-C, part |, items 6.b and 6.c,
excluding automobile loans as described above, and

e commercial and industrial loans are those backed by loans for commercial and industrial
purposes to sole proprietorships, partnerships, corporations, and other business
enterprises, whether secured (other than by real estate) or unsecured, single-payment or
installment, as defined for Schedule RC-C, part |, item 4.

Asset-backed securities backed by other assets include securities backed by non-mortgage
loans other than those described above (i.e., loans as defined for Schedule RC-C, part I, items
2, 3, and 7 through 9), lease financing receivables (as defined for Schedule RC-C, part |, item
10), and all other assets.

Nevertheless, for purposes of categorizing asset-backed securities in new items 5.a through 5.f
of Schedule RC-B, each individual asset-backed security should be included in the item that
most closely describes the predominant type of asset that backs the security and this
categorization should be used consistently over time. For example, an asset-backed security
may be backed by automobile loans to both individuals and business enterprises. If the
prospectus for this asset-backed security or other available information indicates that these
automobile loans are predominantly loans to individuals, the security should be reported in
Schedule RC-B, item 5.c, as being backed by automobile loans.

In addition, banks now filing the FFIEC 034 report form currently report a single total for "Other
debt securities" in Schedule RC-B, item 5. On the new FFIEC 041 report form, these banks will
begin reporting the same two-way breakdown of their "Other debt securities" (in renumbered
item 6) that all other banks have been providing in their Call Report forms. Banks will report
"Other domestic debt securities" in item 6.a and "Foreign debt securities" in item 6.b of
Schedule RC-B.

Item 7, "Investments in mutual funds and other equity securities with readily determinable fair
values" — At present, banks report their holdings of "Equity securities" in Schedule RC-B, items
6.3, "Investments in mutual funds and other equity securities with readily determinable fair
values," and 6.b, "All other equity securities." Existing Schedule RC-B, item 6.a, will be
renumbered as item 7. Existing item 6.b, "All other equity securities," which includes equity
securities without readily determinable fair values such as Federal Reserve Bank stock, Federal
Home Loan Bank stock, and bankers’ bank stock, will be moved to a new item 4 in Schedule
RC-F — Other Assets. When reported in Schedule RC-F, these equity securities will continue to
be reported at historical cost as they have been in Schedule RC-B. Because the securities
reported in "All other equity securities" are outside the scope of FASB Statement No. 115,
Accounting for Certain Investments in Debt and Equity Securities, moving these securities from
Schedule RC-B to Schedule RC-F will eliminate this inconsistency.

Memorandum item 2, "Maturity and repricing data for debt securities" — Memorandum items 2.a
and 2.b collect maturity and repricing data for debt securities (except collateralized mortgage
obligations (CMOs), real estate mortgage investment conduits (REMICs), and stripped
mortgage-backed securities). In these items, banks currently report their floating rate debt
securities by repricing frequency. However, most interest rate risk measurement models use the
next repricing date of floating rate debt securities rather than their repricing frequency.
Therefore, the agencies are adopting this same practice for the reporting of repricing data in the
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Call Report. As a result, banks will begin reporting repricing data on their floating rate debt
securities in Memorandum items 2.a and 2.b based on the next repricing date. Fixed rate debt
securities will continue to be reported in Memorandum items 2.a and 2.b by remaining maturity,
i.e., according to the amount of time remaining to their final contractual maturities.

For a floating rate debt security, the next repricing date is the date the interest rate on the
security can next change in accordance with the terms of the contract (without regard to the
security’s repayment schedule, if any, or expected prepayments) or the contractual maturity
date of the debt security, whichever is earlier. A callable floating rate debt security should be
reported in Memorandum item 2.a or 2.b based on its next repricing date without regard to its
next call date if the security has not been called. A floating rate debt security that has been
called should be reported based on the earlier of its next repricing date or its actual call date. A
floating rate "put bond" should be reported in Memorandum item 2.a or 2.b based on its next
repricing date without regard to "put" dates if the bank has not exercised the put. If a "put" has
been exercised but the security has not yet been repaid, the "put" bond should be reported
based on the earlier of its next repricing date or its scheduled repayment date.

Schedule RC-C, Part | -- Loans and Leases

As discussed above under Schedule RC — Balance Sheet, the loan schedule includes loans and
leases held for sale at the lower of cost or market value as well as loans and leases that the
bank has the intent and ability to hold for the foreseeable future or until maturity or payoff. Loans
and leases should be reported net of any applicable allocated transfer risk reserve. With the
change in the presentation of loans and leases held for sale on the Call Report balance sheet
(Schedule RC), existing Memorandum item 5, "Loans and leases held for sale," in Schedule
RC-C, part |, will be deleted.

Item 1.a, "Construction, land development, and other land loans" — At present, the Call Report
instruction for "Construction and land development" loans directs banks to exclude from this
loan category (a) loans to acquire and hold vacant land and (b) construction loans with original
maturities greater than 60 months. These two types of loans are currently reported in items 1.b
through 1.e of Schedule RC-C, part |, as loans secured by farmland, 1-4 family residential
properties, multifamily residential properties, or nonfarm nonresidential properties, as
appropriate. The revised definitions for the five categories of "Loans secured by real estate" will
require land loans and long-term construction loans to be reported in recaptioned item 1.a,
"Construction, land development, and other land loans."

Item 2, "Loans to depository institutions and acceptances of other banks" — At present, banks
report "Loans to depository institutions” in item 2 of Schedule RC-C, part |, and "Acceptances of
other banks" in item 5. These two loan categories will be combined and the loans in these two
categories will be reported in item 2.

In addition, under the current reporting requirements, banks that file the FFIEC 031, 032, and
033 report forms provide a five-way breakdown of "Loans to depository institutions” in items
2.a.(1) through 2.c.(2) of Schedule RC-C, part I. The present $100 million asset size threshold
will be raised in the revised loan schedule on the FFIEC 041 report form so that banks with
domestic offices only and less than $300 million in total assets will report only the total amount
of their "Loans to depository institutions and acceptances of other banks."
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Item 4, "Commercial and industrial loans" — Banks that currently file the FFIEC 031, 032, and
033 report forms report a breakdown of their "Commercial and industrial loans" between those
to U.S. addressees and those to non-U.S. addressees in items 4.a and 4.b of Schedule RC-C,
part |. The present $100 million asset size threshold will also be raised in the revised loan
schedule on the FFIEC 041 report form so that banks with domestic offices only and less than
$300 million in total assets will report only the total amount of their "Commercial and industrial
loans."

Item 6, "Loans to individuals for household, family, and other personal expenditures (i.e.,
consumer loans)" — Banks currently provide a two-way breakdown of their consumer loans in
Schedule RC-C, part |, reporting their "Credit cards and related plans" in item 6.a and their
"Other" consumer loans in item 6.b. Existing item 6.a will be split into separate loan categories
for "Credit cards" (new item 6.a) and "Other revolving credit plans" (new item 6.b). "Other
consumer loans" will be reported in renumbered item 6.c. On the FFIEC 031 report form for
banks with foreign offices, this new breakdown of consumer loans will be collected for both the
consolidated bank and for domestic offices. At present, the two-way breakdown of consumer
loans is reported for the consolidated bank, with only the total amount of consumer loans
reported for domestic offices.

Item 7, "Loans to foreign governments and official institutions"” — Banks now filing the FFIEC 034
report form currently include any loans to foreign governments and official institutions in
Schedule RC-C, part |, item 8, "All other loans." On the new FFIEC 041 report form, these
banks will begin to report "Loans to foreign governments and official institutions" as a separate
loan category in Schedule RC-C, part |, item 7. This change will result in uniform reporting of
these foreign exposures by all banks and will enhance the agencies' risk-focused supervision.

Item 9, "Other loans" — Banks that currently file the FFIEC 031, 032, and 033 report forms report
a breakdown of their "Other loans" (in domestic offices) between "Loans for purchasing or
carrying securities" and "All other loans" in items 9.a and 9.b of Schedule RC-C, part |. The
present $100 million asset size threshold will be raised in the revised loan schedule on the
FFIEC 041 report form so that banks with domestic offices only and less than $300 million in
total assets will report only the total amount of their "Other loans."

Memorandum item 1, "Loans and leases restructured and in compliance with modified terms" —
At present, banks report either a two-way or four-way breakdown of their "Loans and leases
restructured and in compliance with modified terms" in Memorandum items 1.a and 1.b on the
FFIEC 034 report form, Memorandum items 2.a and 2.b on the FFIEC 033 report form, and
Memorandum items 2.a through 2.c on the FFIEC 031 and 032 report forms. These multiple
memorandum items will be replaced with a single memorandum item for the total amount of
these restructured credits. Restructured loans secured by 1-4 family residential properties and
restructured consumer loans will continue to be excluded from the revised memorandum item.
Restructured loans and leases that are 30 days or more past due or are in nonaccrual status will
continue to be reported in Schedule RC-N and should not be included in this memorandum
item.

Memorandum item 2, "Maturity and repricing data for loans and leases" — Memorandum items
2.a and 2.b collect maturity and repricing data for the loans and leases reported in Schedule

RC-C, part |, excluding those in nonaccrual status. In these items, banks currently report their
floating rate loans by repricing frequency. Consistent with the change described above for the
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reporting of repricing data in Schedule RC-B, the agencies are changing the method for
reporting floating rate loans in these two Schedule RC-C memorandum items so that they also
will be reported based on their next repricing date. Fixed rate loans and leases will continue to
be reported in Memorandum items 2.a and 2.b by remaining maturity, i.e., according to the
amount of time remaining to their final contractual maturities.

For a floating rate loan, the next repricing date is the date the interest rate on the loan can next
change in accordance with the terms of the contract (without regard to the loan’s repayment
schedule, if any, or expected prepayments) or the contractual maturity date of the loan,
whichever is earlier. A floating rate loan made solely on a demand basis (i.e., without an
alternate maturity date or without repayment terms) should be reported as having a next
repricing date of three months or less. A floating rate demand loan that has an alternate maturity
date or repayment terms should be reported according to its next repricing date. A floating rate
loan held for sale and delivery in the secondary market under the terms of a binding
commitment should be reported based on the date the interest rate on the loan can next change
or the delivery date specified in the commitment, whichever is earlier.

At present, banks must report the amount of "Loans secured by nonfarm nonresidential
properties with a remaining maturity of over five years" and "Commercial and industrial loans
with a remaining maturity of over three years" in Memorandum items 2.d and 2.e on the FFIEC
034 report form and Memorandum items 3.d and 3.e on the FFIEC 031, 032, and 033 report
forms. These memorandum items are being deleted.

Memorandum item 5, "Loans secured by real estate to non-U.S. addressees (domicile)" —
Banks with foreign offices or with $300 million or more in total assets will begin to report the
amount of their "Loans secured by real estate to non-U.S. addressees (domicile)" in this new
memorandum item. Because these banks currently report a U.S.-non-U.S. addressee
breakdown of their "Loans secured by real estate" when they report their past due and
nonaccrual loans in Schedule RC-N and their loan charge-offs and recoveries in Schedule RI-B,
part I, this new memorandum item will enhance the agencies’ ability to evaluate the
performance of real estate loans by addressee.

Schedule RC-D — Trading Assets and Liabilities

This schedule must currently be completed by banks with either $1 billion or more in total assets
or $2 billion or more in notional amount of derivative contracts. To better identify banks with
significant trading activity, the criteria for completing this schedule are being revised. Going
forward, a bank with foreign offices or with $100 million or more in total assets must complete
Schedule RC-D only if the bank reported a quarterly average for trading assets of $2 million or
more (in Schedule RC-K, item 7) for any quarter of the preceding calendar year.

Schedule RC-E - Deposit Liabilities
Current Memorandum item 3, "All NOW accounts," will be deleted.

ltems 1 through 7, Deposits by Category of Depositor — At present, banks report separate
breakdowns of their demand deposits, their transaction accounts (including demand deposits),
and their nontransaction accounts by category of depositor in the body of the deposits schedule.
Banks will continue to provide a category-by-category breakdown of their total transaction
accounts in column A, which includes their demand deposits. However, the schedule will be
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revised to eliminate the duplicate reporting of demand deposits by depositor category in items 1
through 6 of column B. Banks will report only the total amount of their demand deposits in item
7, column B.

The categories of depositors used in the breakdowns of transaction and nontransaction
accounts in the body of the deposit schedule also will be revised. At present, all banks
separately report (1) deposits of "Individuals, partnerships, and corporations," (2) deposits of
"Commercial banks in the U.S.," (3) deposits of "Other depository institutions in the U.S.," and
(4) "Certified and official checks." The first and fourth categories will be combined into a single
category and the second and third categories also will be combined. In addition, banks that
currently file the FFIEC 034 report form have a category for deposits of "Banks in foreign
countries, foreign governments, and foreign official institutions." On the FFIEC 041, these banks
will begin reporting deposits of "Banks in foreign countries" separately from deposits of "Foreign
governments and official institutions," consistent with the manner in which all other banks
currently these deposits.

Memorandum items 3 and 4, "Maturity and repricing data for time deposits" — Currently,
Memorandum items 5 and 6 collect maturity and repricing data for time deposits. These items
will be renumbered as Memorandum items 3 and 4. When reporting repricing data in these
items, banks now report their floating rate time deposits by repricing frequency. Consistent with
the revised treatment for floating rate debt securities and loans, floating rate time deposits will
begin to be reported based on their next repricing date in renumbered Memorandum items 3.a
and 4.a.

For a floating rate time deposit, the next repricing date is the date the interest rate on the
deposit can next change in accordance with the terms of the contract or the contractual maturity
date of the deposit, whichever is earlier. A callable floating rate time deposit should be reported
in Memorandum item 3.a or 4.a based on its next repricing date without regard to its next call
date if the bank has not called the deposit. A floating rate time deposit that has been called
should be reported based on the earlier of its next repricing date or its actual call date. A floating
rate time deposit that provides the depositor with the option to redeem it at one or more
specified "put" dates prior to the contractual maturity date without penalty should be reported in
Memorandum item 3.a or 4.a based on its next repricing date without regard to "put" dates if the
depositor has not exercised the "put." If a "put" has been exercised but the time deposit has not
yet been redeemed, the deposit should be reported based on the earlier of its next repricing
date or its scheduled redemption date.

Part Il. Deposits in Foreign Offices (FFIEC 031 only)

The number of categories of depositors used in the breakdown of deposits in foreign offices will
be reduced and the categories themselves will be revised. Consistent with the depositor
category changes for domestic office deposits discussed above, the items for deposits of
"Individuals, partnerships, and corporations" (currently item 1) and "Certified and official checks"
in foreign offices (currently item 5) will be combined and reported in item 1. Deposits of U.S.
depository institutions other than banks, currently reported in item 6, "All other deposits" in
foreign offices, will be removed from this category and included with deposits of "U.S. banks" in
item 2. This will leave only deposits of the U.S. Government and of states and political
subdivisions in the U.S. remaining in what is now the "All other deposits" category, so this
category will be recaptioned accordingly and collected in a renumbered item 5.
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Schedule RC-F — Other Assets

At present, banks report the amount of any "Deferred tax assets disallowed for regulatory capital
purposes" in Schedule RC-F, Memorandum item 1. This item will be moved to the revised
regulatory capital schedule (Schedule RC-R), which is discussed below.

Item 1, "Accrued interest receivable” — At present, item 1 collects only the amount of "Income
earned, not collected on loans." The scope of this item will be expanded to cover "Accrued
interest receivable" on all interest-bearing assets. Broadening the coverage of this item will
make the Call Report more consistent with the typical presentation of accrued interest
receivable in financial statements prepared for other financial reporting purposes.

Item 4, "Equity securities that do not have readily determinable fair values"” — As discussed
under Schedule RC-B above, equity securities that do not have readily determinable fair values
are currently reported in the securities schedule in item 6.b, "All other equity securities." To
conform with GAAP, the reporting of these equity securities, such as Federal Reserve Bank
stock, Federal Home Loan Bank stock, and bankers’ bank stock, will be moved from Schedule
RC-B to new item 4 of Schedule RC-F. Banks should continue to report these equity securities
at historical cost in item 4, which is the same manner in which they have been reported in
Schedule RC-B.

Item 5, "Other" assets — Banks must itemize and describe each component of the "Other"
assets reported in item 5 that is greater than $25,000 and exceeds 25 percent of the total. To
improve the usefulness of this itemized information, the agencies are adding preprinted captions
for several of the more commonly listed components of "Other" assets. From their captions, the
content of the specifically identified types of "Other" assets should be self-explanatory. In
addition, blank text fields like those presently provided in this item will be retained for assets not
specifically covered in the preprinted captions. The "Other" assets for which there are preprinted
captions are:

e Item 5.4, "Prepaid expenses,"

e Item 5.b, "Cash surrender value of life insurance,"

e Item 5.c, "Repossessed personal property (including vehicles)," and

e Item 5.d, "Derivatives with a positive fair value held for purposes other than trading."

Schedule RC-G — Other Liabilities

At present, banks report the amount of any "Minority interest in consolidated subsidiaries" in
Schedule RC-G, item 3. As discussed above, this item will be moved to the balance sheet and
reported in Schedule RC, item 22.

Item 3, "Allowance for credit losses on off-balance sheet credit exposures" — Banks that have an
"Allowance for credit losses on off-balance sheet credit exposures" must currently include it in
Schedule RC-G, item 4, "Other" liabilities. In addition, at present, the amount of this allowance,
if any, can be derived from information reported on the Call Report balance sheet (Schedule
RC) and Schedule RI-B, part Il -- Changes in Allowance for Credit Losses. However, changes
being made to this latter schedule, which are described below, will no longer permit agencies to
determine the "Allowance for credit losses on off-balance sheet credit exposures" from the data
in Schedule RI-B, part Il. As a result, banks will report this allowance separately from "Other"
liabilities in Schedule RC-G in new item 3.
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Item 4, "Other" liabilities — Banks must itemize and describe each component of the "Other"
liabilities reported in item 4 that is greater than $25,000 and exceeds 25 percent of the total. As
with the comparable item in Schedule RC-F, the agencies are adding preprinted captions for
several of the more commonly listed components of "Other" liabilities to improve the usefulness
of this itemized information. From their captions, the content of the specifically identified types of
"Other" liabilities should be self-explanatory. In addition, blank text fields like those presently
provided in this item will be retained for liabilities not specifically covered in the preprinted
captions. The "Other" liabilities for which there are preprinted captions are:

Iltem 4.a, "Accounts payable,"

Item 4.b, "Deferred compensation liabilities,"

Item 4.c, "Dividends declared but not yet payable," and

Item 4.d, "Derivatives with a negative fair value held for purposes other than trading."

Schedule RC-H — Selected Balance Sheet Items for Domestic Offices (FFIEC 031 only)

Current Memorandum items 1 and 2 for the "Net due from the IBF of the domestic offices of the
reporting bank" or the "Net due to the IBF" of these offices will be deleted.

In addition, consistent with the change to the reporting of equity securities without readily
determinable fair values discussed under Schedules RC-B and RC-F above, current item 16.b
of Schedule RC-H, "All other equity securities," will be moved to new item 18, "Equity securities
that do not have readily determinable fair values." The content of new item 18 will be the same
as that of existing item 16.b and will consist of those equity securities included in new item 4 of
Schedule RC-F that are held in the bank’s domestic offices. As a result of this change, a bank’s
equity securities without readily determinable fair values in domestic offices will no longer be
included in its held-to-maturity and available-for-sale securities in domestic offices, which are
reported in items 10 through 17 of Schedule RC-H.

Schedule RC-l — Assets and Liabilities of IBFs (FFIEC 031 only)

Four of the six existing items on this schedule will be eliminated: item 2, "Total IBF loans and
lease financing receivables," item 3, "IBF commercial and industrial loans," item 5, "IBF deposit
liabilities due to banks, including other IBFs," and item 6, "Other IBF deposit liabilities." The two
remaining items, item 1, "Total IBF assets of the consolidated bank," and item 4, "Total IBF
liabilities," will be retained, with the latter item renumbered as item 2.

Scheduie RC-K — Quarterly Averages

Quarterly Averages for Securities — Banks currently report quarterly averages for their combined
held-to-maturity and available-for-sale securities portfolios using a four-way breakdown of the
combined portfolios on the FFIEC 031, 032, and 033 report forms and a three-way breakdown
on the FFIEC 034 report form. The quarterly averages for securities will be revised so that the
breakdown is the same for all banks and better corresponds to the breakdown of securities on
Schedule RC-B.

On revised Schedule RC-K, banks will report quarterly averages for "U.S. Treasury securities
and U.S. Government agency obligations" in item 2, "Mortgage-backed securities" in item 3, and
"All other securities" in item 4. The categories of securities to be included in Schedule RC-K,
item 2, will correspond to the securities reported in Schedule RC-B, items 1 and 2. The
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categories of securities to be included in Schedule RC-K, item 3, will correspond to the
securities reported in Schedule RC-B, item 4. The categories of securities to be included in
Schedule RC-K, item 4, will correspond to the securities reported in Schedule RC-B, items 3, 5,
6,and 7.

Quarterly Averages for Loans — At present, banks with domestic offices only and less than $300
million in total assets are permitted to report loan information using general loan categories in
Schedules RC-K, RC-N, RI, and RI-B, part |, on the FFIEC 033 and 034 report forms.? These
banks define for themselves which of their loans to include in the general loan categories based
upon their own individual internal loan systems. In contrast, banks with foreign offices or with
$300 million or more in total assets that file the FFIEC 031 and 032 report forms must provide
loan information in these four schedules using the standard loan category definitions used in the
loan schedule, Schedule RC-C.

The agencies are adopting uniform loan categories and definitions for all banks using the
standard loan categories from Schedule RC-C for the reporting of loan detail in Schedules RC-
K, RC-N, RI, and RI-B, part |. To ease the transition to the use of standard loan category
definitions for reporting quarterly averages in Schedule RC-K on the FFIEC 041 report form,
banks that currently file the FFIEC 033 and 034 report forms will be permitted to use their best
efforts through year-end 2001 to report their quarterly averages for loans. However, banks with
domestic offices only and less than $25 million in assets (as of June 30, 2000) will not be
required to report quarterly averages of loans by loan category until the March 31, 2002, report
date. During 2001, these banks will continue to report only a quarterly average for total loans.

On Schedule RC-K as it will be revised effective March 31, 2001, all banks — except those with
domestic offices only and less than $25 million in total assets — will report a quarterly average
for total loans (in domestic offices) and for the five following categories of loans (in domestic
offices):

a. "Loans secured by real estate" as defined for Schedule RC-C, part |, item 1, column B,

b. "Loans to finance agricultural production and other loans to farmers" as defined for
Schedule RC-C, part |, item 3, column B (except as noted below),

c. "Commercial and industrial loans" as defined for Schedule RC-C, part |, item 4, column
B,

d. "Credit cards" to individuals for household, family, and other personal expenditures as
defined for Schedule RC-C, part I, item 6.a, column B, and

e. "Other" consumer loans as defined for Schedule RC-C, part |, items 6.b and 6.c, column
B.

Banks with foreign offices will also continue to report a quarterly average for their total loans in
foreign offices. The existing Schedule RC-K threshold for reporting a quarterly average for
agricultural loans will be retained, which means that banks that currently file the FFIEC 033 and
034 report forms must report a quarterly average for "Loans to finance agricultural production
and other loans to farmers" only if these loans are more than 5 percent of total loans.

2.0n the FFIEC 034 report form, banks with less than $25 million in total assets are currently required to
report only a quarterly average for "Total loans, net of unearned income," and need not provide quarterly
averages by loan category.
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Quatrterly Averages of Nontransaction Accounts — Banks currently report separate quarterly
averages for "Money market deposit accounts (MMDAs)" and "Other savings deposits" in
Schedule RC-K, items 9.a and 9.b on the FFIEC 034 report form, items 11.a and 11.b on the
FFIEC 031, 032, and 033 report forms. Going forward, these two items will be combined and all
banks will report a single quarterly average for all "Savings deposits" in item 11.a.

Method of Calculating Quarterly Averages — The agencies are eliminating the option that banks
with domestic offices only and less than $100 million in assets now have to use four month-end
figures to calculate certain quarterly averages. As a result, all banks will now use either daily or
weekly figures to calculate all of the quarterly averages they are required to report in Schedule

RC-K.

Schedule RC-L - Derivatives and Off-Balance Sheet Items
The following items currently collected on Schedule RC-L will be deleted from the Call Report:

e Because of FASB Statement No. 133, Accounting for Derivative Instruments and
Hedging Activities, item 16.b for the gross notional amount of derivative contracts held
for purposes other than trading that are not marked to market will be eliminated for all
banks. In addition, for banks that now file the FFIEC 031, 032, and 033 report forms,
items 17.c.(1) and (2) for the gross positive and gross negative fair values of derivatives
held for purposes other than trading that are not marked to market will be deleted.

e For banks that now file the FFIEC 031, 032, and 033 report forms, Memorandum item
3.a, "Participations in commitments with an original maturity exceeding one year
conveyed to others," will be deleted.

e For banks that currently file the FFIEC 031 and 032, Memorandum item 4, "Standby
letters of credit (and foreign office guarantees) issued to non-U.S. addressees
(domicile)," will be deleted.

Several existing items on Schedule RC-L will be moved to other Call Report schedules:

e |tem 6, "Participations in acceptances acquired by the reporting (nonaccepting) bank,"
and Memorandum item 3, "Unused commitments with an original maturity exceeding one
year," will be moved to the revised regulatory capital schedule (Schedule RC-R), which
is discussed below, and will no longer be collected in Schedule RC-L.

¢ Items 9.a, 9.b, and 9.c on the outstanding principal balance of and amount of recourse
on three categories of financial asset transfers will be moved from Schedule RC-L to the
new Schedule RC-S on securitization and asset sale activities. Schedule RC-S collects
both new information and certain information that banks currently report in the Call
Report. Because banks will not begin to report the new information in Schedule RC-S
until June 30, 2001, these current Schedule RC-L items will be collected in
memorandum items in Schedule RC-S in the March 31, 2001, Call Report. Then,
effective with the June 30, 2001, Call Report, the Schedule RC-L item on "Small
business obligations transferred with recourse under Section 208 of the Riegle Act" (item
9.c) will remain as a Schedule RC-S memorandum item and the Schedule RC-L items
on transfers with recourse of first lien 1-4 family residential mortgages and other financial
assets (items 9.a and 9.b) will be superseded by new Schedule RC-S items.

e Similarly, the information currently collected on the FFIEC 031 and 032 report forms in
Memorandum items 5.a, 5.b, and 5.c on three categories of consumer loans that have
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been securitized and sold (with servicing retained) will be moved from Schedule RC-L
and incorporated into the new Schedule RC-S on securitization and asset sale activities.
Because Memorandum item 5.b on securitizations of credit cards and related plans is
collected quarterly, this item will be collected in a memorandum item in Schedule RC-S
as of March 31, 2001. Once Schedule RC-S is fully implemented on June 30, 2001, the
information reported in these three Schedule RC-L memorandum items will be
superseded by items on this new schedule.

In addition, Schedule RC-L, item 7, "Securities borrowed," will no longer be collected from all
banks. Instead, when the amount of borrowed securities exceeds 10 percent of a bank’s total
equity capital, the bank will report this amount in "All other off-balance sheet liabilities," which
will be renumbered as item 9. For both "All other off-balance sheet liabilities" and "All other off-
balance sheet assets" (renumbered as item 10), which require banks to itemize and describe
those items that exceed 25 percent of equity capital, the agencies will add preprinted captions
for commonly itemized off-balance sheet items. For "All other off-balance sheet liabilities,"
captions will be provided for "Securities borrowed" and "Commitments to purchase when-issued
securities." For "All other off-balance sheet assets," a caption will be provided for "“Commitments
to sell when-issued securities."

Schedule RC-M — Memoranda
The following items currently collected on Schedule RC-M will be deleted from the Call Report:

e For all banks, item 11, "Net unamortized realized deferred gains (losses) on off-balance
sheet derivative contracts included in assets and liabilities reported in Schedule RC,"
and item 12, "Amount of assets netted against nondeposit liabilities (and deposits in
foreign offices) on the balance sheet (Schedule RC) in accordance with generally
accepted accounting principles,” will be eliminated.

e For banks that now file the FFIEC 034 report form, item 3.a, "Noninterest-bearing
balances due from commercial banks in the U.S," and item 3.b, "Currency and coin," will
be deleted.

e For banks that file the FFIEC 031, 032, and 033 report forms, item 2, "Federal funds sold
and securities purchased under agreements to resell with U.S. branches and agencies
of foreign banks," will be eliminated.

e For banks with $1 billion or more in total assets, the U.S.-non-U.S. addressee
breakdown of "Customers’ liability to this bank on acceptances outstanding” in items 5.a
and 5.b will be deleted.

As with Schedule RC-L, several existing items on Schedule RC-M will be moved to other Call
Report schedules:

e Item 6.e, "Amount of intangible assets that have been grandfathered or are otherwise
qualifying for regulatory capital purposes," item 7, "Mandatory convertible debt, net of
common or perpetual preferred stock dedicated to redeem the debt," item 9,
"Noncumulative perpetual preferred stock and related surplus,"” and Memorandum item
1, "Reciprocal holdings of banking organizations’ capital instruments," will no longer be
collected as specific items in Schedule RC-M, but will be incorporated into the
calculation of Tier 1, Tier 2, and total risk-based capital in the revised regulatory capital
schedule (Schedule RC-R), which is discussed below.
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e As discussed above under Schedule RC, item 6.c, "Goodwill," will be moved from
Schedule RC-M and will appear on the balance sheet as item 10.a. Items 6.3, 6.a.(1),
6.b.(1), and 6.b.(2) of Schedule RC-M, which provide information about other intangible
assets will remain on Schedule RC-M, but will be renumbered. The total of these other
intangible assets will be reported on the balance sheet (Schedule RC) in item 10.b.

e Items 4.a through 4.d, in which banks report a six-way breakdown of the "Outstanding
principal balance of 1-4 family residential mortgage loans serviced for others," will be
moved from Schedule RC-M and condensed into two items (Memorandum items 2.a and
2.b) in new Schedule RC-S on securitization and asset sale activities.

e Item 13 of Schedule RC-M on the servicing of other types of financial assets is currently
completed by banks that file the FFIEC 031, 032, and 033 report forms if the balance of
the serviced financial assets is more than $10 million and exceeds 10 percent of assets.
This item will be collected as of March 31, 2001, in Schedule RC-S, Memorandum item
2.c. Then, beginning June 30, 2001, the 10 percent of total assets threshold will be
eliminated and any bank that services more than $10 million in financial assets other
than 1-4 family residential mortgages must complete Memorandum item 2.c.

Item 5, "Other borrowed money" — At present, banks report a three-way maturity breakdown of
"Other borrowed money" in items 16.a., 16.b, and 16.c of the balance sheet (Schedule RC).
These borrowings include Federal Home Loan Bank advances. To improve the agencies’
monitoring and analysis of banks’ funding sources, the reporting of information on "Other
borrowed money" will be moved to Schedule RC-M where banks will begin to report the maturity
breakdown of their Federal Home Loan Bank advances separately (in items 5.a.(1), 5.a.(2), and
5.a.(3)) from the maturity data for their other borrowings (in items 5.b.(1), 5.b.(2), and 5.b.(3)). In
addition, as mentioned above under Schedule RC, balance sheet item 15.a, "Demand notes
issued to the U.S. Treasury," will no longer be separately reported, but will be included instead
as part of "Other borrowed money." These notes will be included in Schedule RC-M in item
5.b.(1) as other borrowings with a remaining maturity of one year or less. In all other respects,
the instructions for Schedule RC-M, item 5, will be the same as the existing instructions for
Schedule RC, item 16, "Other borrowed money."

Items 6 and 7 on Mutual Fund and Annuity Sales — At present, banks provide data on quarterly
sales of mutual funds, annuities, and proprietary products in items 10.a through 10.f of Schedule
RC-M. These quarterly sales items will be eliminated and, in their place, each bank will answer
a "yes" or "no" question (in new item 6 of Schedule RC-M) asking whether it sells private label
or third party mutual funds and annuities. In addition, banks will report the total assets under
management, if any, in proprietary mutual funds and annuities in new item 7.

Schedule RC-N — Past Due and Nonaccrual Loans, Leases, and Other Assets

Eliminating Confidential Treatment for Certain Past Due and Nonaccrual Data — The agencies
currently accord confidential treatment to the information banks report in column A of Schedule
RC-N on the amounts of loans, leases, and other assets that are past due 30 through 89 days
and still accruing. Confidential treatment also applies to the amounts reported in Memorandum
item 1, columns B and C, for restructured loans and leases that are past due 90 days or more
and still accruing or in nonaccrual status. However, the agencies publish aggregate data derived
from these confidential items. In contrast, the other information banks report in columns B and C
of Schedule RC-N on the amounts of their loans, leases, and other assets that are 90 days or
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more past due and still accruing or that are in nonaccrual status has been publicly available
since June 30, 1983. In order to give the public more complete information on the level of and
trends in bank asset quality at individual institutions, the agencies will eliminate the confidential
treatment for the 30-89 days past due (and restructured) items beginning with the amounts
reported as of March 31, 2001. For periods prior to March 31, 2001, these items will remain
confidential on an individual bank basis.

Loan Categories Used in Schedule RC-N — As discussed above under Schedule RC-K —
Quarterly Averages, the agencies are adopting uniform loan categories and definitions for all
banks using the standard loan categories from Schedule RC-C for the reporting of loan detail in
Schedules RC-K, RC-N, RI, and RI-B, part I. This will end the separate loan reporting scheme
used in these four schedules by banks that currently file the FFIEC 033 and 034 report forms.

Effective March 31, 2001, all banks will report past due and nonaccrual information for the
following categories of loans and leases:

a. "Loans secured by real estate" — as defined for Schedule RC-C, part |, item 1 — using the
six-way breakdown of real estate loans (in domestic offices) currently contained in the
Memoranda section of Schedule RC-N (Memorandum item 4 on the FFIEC 033 and 034
report forms; Memorandum item 3 on the FFIEC 031 and 032 report forms)3,

b. "Loans to depository institutions and acceptances of other banks" as defined for
Schedule RC-C, part I, item 2,

c. "Commercial and industrial loans" as defined for Schedule RC-C, part |, item 4,

d. "Credit cards" to individuals for household, family, and other personal expenditures as
defined for Schedule RC-C, part |, item 6.3,

e. "Other" consumer loans as defined for Schedule RC-C, part |, items 6.b and 6.c,

f. "Loans to foreign governments and official institutions" as defined for Schedule RC-C,
part I, item 7,

g. "All other loans," and

h. "Lease financing receivables" as defined for Schedule RC-C, part I, item 10.

On the FFIEC 041 report form, the "All other loans" category in Schedule RC-N will include
"Loans to finance agricultural production and other loans to farmers," "Obligations (other than
securities and leases) of states and political subdivisions in the U.S.," and "Other loans" as
defined for Schedule RC-C, part |, items 3, 8, and 9, respectively. However, a Schedule RC-N
memorandum item will collect information on the "Loans to finance agricultural production and
other loans to farmers" that are included in the past due and nonaccrual "All other loans." This
FFIEC 041 memorandum item will be completed by banks with $300 million or more in total
assets and by those smaller banks that have agricultural loans (as defined for Schedule RC-C,
part I, item 3) exceeding 5 percent of total loans. This percentage threshold is unchanged from
the agricultural loan reporting threshold currently applicable to banks that file the FFIEC 033 and
034 report forms.

In contrast, on the FFIEC 031 report form, the "All other loans" category will include only
"Obligations (other than securities and leases) of states and political subdivisions in the U.S."

3 In addition to the six categories of real estate loans in the current breakdown, banks that now file the
FFIEC 031, i.e., banks with foreign offices, will also separately report their past due and nonaccrual loans
secured by real estate in foreign offices.
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and "Other loans." Past due and nonaccrual "Loans to finance agricultural production and other
loans to farmers" will be reported in a separate loan category within the main body of Schedule
RC-N.

In addition, banks that currently file the FFIEC 031 and 032 report forms will also continue to
report past due and nonaccrual information based on the domicile of the borrower for the
following four loan categories in revised Schedule RC-N: (a) "Loans secured by real estate," (b)
"Loans to depository institutions and acceptances of other banks," (c) "Commercial and
industrial loans," and (d) "Lease financing receivables."

To ease the transition to the use of standard loan category definitions for reporting past due and
nonaccrual loan data in Schedule RC-N on the FFIEC 041 report form, banks with domestic
offices only and less than $300 million in total assets (as of June 30, 2000) that currently file the
FFIEC 033 and 034 report forms are permitted to use their best efforts through year-end 2001 to
report this loan information by loan category.

Memorandum item 5, "Interest rate, foreign exchange rate, and other commodity and equity
contracts: Fair value of amounts carried as assets” — Banks that currently file the FFIEC 031
and 032 report the "Book value of amounts carried as assets" and the "Replacement cost of
contracts with a positive replacement cost" for their past due derivative contracts in
Memorandum items 4.a and 4.b, respectively. Once banks adopt FASB Statement No. 133,
Accounting for Derivative Instruments and Hedging Activities, all of their derivative contracts will
be carried on the balance sheet at fair value. Since the replacement cost of a derivative contract
is its fair value and its book value will also be its fair value, these two existing memorandum
items will duplicate each other. Therefore, Memorandum item 4.b will be deleted, Memorandum
item 4.a will be renumbered as Memorandum item 5, and its caption will be revised to read "Fair
value of amounts carried as assets."

Schedule RC-R — Regulatory Capital

The agencies have adopted a revised regulatory capital schedule (Schedule RC-R) that
incorporates many of the reporting concepts of the Call Report’s optional regulatory capital
worksheet as well as some of those contained in the regulatory capital schedule currently filed
by bank holding companies on the FR Y-9C report form. While all banks will be required to
complete the entire revised regulatory capital schedule, each bank should decide how detailed a
risk-weight analysis it wishes to perform in the risk-based capital portion of Schedule RC-R.

In general, the revised Schedule RC-R format uses a systematic, step-by-step "building block"
approach under which all banks will report the various components and adjustments, including
those for financial subsidiaries, that determine Tier 1, Tier 2, and total capital, as well as
average total assets for the leverage ratio and total risk-weighted assets. This means that all
bank capital ratios — the Tier 1 leverage ratio, the Tier 1 risk-based capital ratio, and the total
risk-based capital ratio -- will be derived directly from the items that banks report on Schedule
RC-R. These ratios will be disclosed in items 31, 32, and 33 of the schedule.

At present, items 3.a through 3.f of Schedule RC-R require banks to report the major capital
categories — Tier 1, Tier 2, Tier 3, and total risk-based capital — as well as risk-weighted assets
and average total assets, which is used in the Tier 1 leverage ratio. The amounts reported in
these "self-reported" capital items should be the amounts determined by banks for their own
internal capital analyses, consistent with the applicable capital standards. The first part of the
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revised regulatory capital schedule (items 1 through 21) will essentially replicate the steps that
banks already go through to determine the amounts of these major capital categories on a "self-
reported" basis. This is followed (in items 22 through 27) by a computation of average total
assets as defined for leverage capital purposes. For banks with financial subsidiaries, the
adjustments to total risk-based capital, risk-weighted assets, and average total assets that must
be made to meet the capital calculation requirements of the Gramm-Leach-Bliley Act are
reported in items 28 through 30.

To facilitate the step-by-step "building block" approach to computing these capital categories
and average total assets in items 1 through 27, several items that are currently located in other
Call Report schedules, but are collected principally for regulatory capital calculation purposes,
will be moved to their more logical position in revised Schedule RC-R. For example, as
discussed above under Schedule RC-F — Other Assets, the item for "Deferred tax assets
disallowed for regulatory capital purposes" that is currently collected in that schedule will now be
included in Schedule RC-R.

Existing items 4 through 9 of Schedule RC-R, in which banks that must complete the entire
schedule report the amount of assets and credit equivalent amounts of off-balance sheet items
allocated to the four risk weight categories, plus the amount of assets not subject to risk-
weighting, will be replaced with a new risk-weighting format. This new format closely resembles
the format of Part 2 of the current Call Report optional regulatory capital worksheet and portions
of the risk-based capital schedule (Schedule HC-I) of the bank holding company FR Y-9C
report. As a starting point, most banks’ Call Report software should take the carrying values of
banks’ balance sheet asset categories, as reported on Schedule RC, and automatically carry
these amounts forward to items 34 through 42, column A, of the on-balance sheet portion of
revised Schedule RC-R. Banks will then allocate these asset values to the appropriate risk
weight categories (items 34 through 42, columns C through F) consistent with the risk-based
capital guidelines and to the same extent as in their own internal capital analyses. This step is
part of the same process banks currently use when determining their net risk-weighted assets
for "self-reported" item 3.d.(1) of Schedule RC-R. During the allocation of asset values in items
34 through 42, column B of the on-balance sheet portion of revised Schedule RC-R will be used
by banks to report assets that are not subject to risk weighting under the capital guidelines. For
banks that currently complete Schedule RC-R in its entirety, column B is equivalent to existing
item 8 of Schedule RC-R.

The next portion of revised Schedule RC-R covers derivatives and off-balance sheet items that
are subject to the risk-based capital requirements. Most banks' Call Report software should take
the amounts of letters of credit, securities lent, and retained recourse on small business
obligations sold that are reported in Schedules RC-L and RC-S and include these amounts in
items 44 through 46, 48, and 49, column A, of the off-balance sheet portion of revised Schedule
RC-R. Banks will need to identify the amounts of their "Risk participations in bankers
acceptances acquired by the reporting institution," low-level recourse transactions, other
financial assets sold with recourse, "All other off-balance sheet liabilities," and "Commitments
with an original maturity exceeding one year" in items 47 and 50 through 53, column A, because
these items are not reported elsewhere in the Call Report.

For the off-balance sheet items reported in items 44 through 53, column A, their credit
equivalent amounts will be reported in column B after they have been calculated using the
conversion factors shown in the schedule. Banks will determine the credit equivalent amount of
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their derivatives, if any, and report this amount in item 54, column B. Banks will then allocate
these credit equivalent amounts to the appropriate risk weight categories in columns C through
F. As with their on-balance sheet items, banks currently follow a similar allocation process for
their off-balance sheet items when they calculate their net risk-weighted assets for "self-
reported"” item 3.d.(1) of Schedule RC-R.

After the risk-weighting allocation process has been completed, banks will total their assets,
derivatives, and off-balance sheet items by risk weight category in item 55, columns C through
F. The risk weight factors in item 56, columns C through F, will be applied to these four totals to
arrive at "Risk-weighted assets by risk weight category" in item 57, columns C through F. Banks
subject to the market risk capital rule will report their "Market risk equivalent assets" in item 58;
other banks will report a zero in this item. Any "Excess allowance for loan and lease losses" and
"Allocated transfer risk reserve" reported in items 60 and 61, respectively, will be deducted from
risk-weighted assets before deductions in item 59 to arrive at "Total risk-weighted assets" in
item 62.

Because the format used for allocating assets and off-balance sheet items to risk-weight
categories in revised Schedule RC-R closely resembles the format of Part 2 of the current
Optional Regulatory Capital Worksheet, banks may wish to refer to the instructions for Part 2 for
further guidance on the risk-weighting process. In addition, the first part of revised Schedule
RC-R, which involves the calculation of Tier 1, Tier 2, and total capital as well as average total
assets for leverage capital purposes, is similar in many respecits to Parts 1 and 3 of this capital
worksheet. The most recent version of the capital worksheet can be accessed on the FDIC’s
Web site at http://www.fdic.gov/regulations/resources/call/1200complete.pdf. Copies can also
be obtained by state member banks from their Federal Reserve District Bank and by national
and FDIC-supervised banks from the FDIC’s Reports Analysis and Quality Control Section in
Washington, D.C.

However, banks should note that, for risk-based capital purposes, they are not required to
identify each on-balance sheet asset, derivative contract, and off-balance sheet item that
qualifies for a risk weight of less than 100 percent (50 percent for derivatives). Thus, when
performing the risk-weight allocation process in revised Schedule RC-R, each bank should
decide for itself how detailed an analysis of its assets, derivatives, and off-balance sheet items it
wishes to undertake and how many items eligible for favorable risk weights it wishes to identify.
In other words, a bank can choose from among its assets, derivatives, and off-balance sheet
items that have a risk weight less than 100 percent which ones to risk-weight at an appropriate
lower risk weight, or it can simply risk-weight some or all of these items at a 100 percent risk
weight (50 percent for derivatives).

For example, banks with total assets of less than $1 billion currently calculate whether their total
risk-based capital is greater than or equal to 8 percent of "adjusted total assets," as defined, in
existing item 1 of Schedule RC-R. "Adjusted total assets" represents a simplified measure of
risk-weighted assets because it applies risk weights of less than 100 percent to only selected
assets and includes all derivatives and off-balance sheet items at their face or notional amount.
As a result, a bank’s "adjusted total assets" is greater than the amount of risk-weighted assets
that would be determined from a more comprehensive calculation. Nevertheless, for many
banks, the ratio of total risk-based capital to "adjusted total assets" is well in excess of both the
8 percent minimum total risk-based capital standard and the 10 percent total risk-based capital
ratio required to be deemed "well capitalized" for prompt corrective action purposes.
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Therefore, when allocating amounts by risk weight in revised Schedule RC-R, a bank may
choose to follow a simplified risk-weighting process similar to the one now used to measure
"adjusted total assets," provided it is satisfied with the resulting risk-based capital ratios in items
32 and 33. Under this approach, a bank would risk-weight all assets (other than cash and
balances due from depository institutions, held-to-maturity securities, and available-for-sale
securities) and the credit equivalent amounts of all off-balance sheet items at 100 percent in
items 37 through 42 and 44 through 54 of Schedule RC-R. The only assets that the bank would
risk-weight at less than 100 percent would be cash (currency and coin), U.S. Treasury
securities, obligations issued by U.S. Government agencies, obligations issued by U.S.
Government-sponsored agencies, mortgage-backed pass-through securities guaranteed by
GNMA, mortgage-backed pass-through securities issued by FNMA and FHLMC, and other
mortgage-backed securities issued or guaranteed by FNMA, FHLMC, or GNMA. The bank will
determine the amount of currency and coin to risk weight at zero percent either from its records
or from Schedule RC-A, item 1.b, depending on whether it must complete Schedule RC-A. The
amortized cost of the various types of securities that will be risk-weighted zero percent or 20
percent are reported in columns A and C of Schedule RC-B. Of course, a bank may go beyond
this simplified process and risk-weight other eligible assets and off-balance sheet items at less
than 100 percent.

The Memoranda section of current Schedule RC-R, in which banks report the current credit
exposure and maturity information for derivative contracts covered by the risk-based capital
standards, has been retained without change in revised Schedule RC-R.

Schedule RC-S — Securitization and Asset Sale Activities

New Call Report Schedule RC-S will comprehensively capture information related to bank
securitization, asset sale, and servicing activities. This schedule’s new reporting requirements
will be implemented as of the June 30, 2001, report date. However, because banks currently
report certain data related to securitizations, asset sales, and servicing in Schedules RC-L —
Off-Balance Sheet Items — and RC-M — Memoranda, the items now used to collect these data
will be moved to the Memoranda section of Schedule RC-S in the March 31, 2001, Call Report
to avoid the loss of this information. As discussed below, some of these existing items will
continue to be collected in subsequent quarters while others will be superseded by the new
items in Schedule RC-S and will be discontinued after the March 31, 2001, report date.

Because Schedule RC-S collects data on specialized activities, many banks will find that most,
if not all, of this schedule will not be applicable to them. Thus, none of the items in Schedule
RC-S will be applicable to banks that have not securitized their own assets, have not sold
assets with recourse or other credit enhancements in other types of sale transactions, do not
service assets for others, and do not provide credit support or liquidity facilities to other
institutions’ securitizations or to commercial paper conduits.

Once Schedule RC-S is fully implemented as of June 30, 2001, banks involved in securitization,
asset sale, and servicing activities will report quarter-end (or year-to-date) data for seven loan
and lease categories similar to the manner in which they report their loan portfolios. These
categories will cover 1-4 family residential loans, home equity lines, credit card receivables, auto
loans, other consumer loans, commercial and industrial loans, and all other loans and all leases.
For each of these categories, banks will report:
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1. the outstanding principal balance of assets that they have sold and securitized with
servicing retained or with recourse or seller-provided credit enhancements (item 1),

2. the amount of assets in these securitizations that are 30 through 89 days past due and
90 days or more past due (items 4.a and 4.b),

3. the year-to-date charge-offs and recoveries on assets in these securitizations (items 5.a
and 5.b),

4. the maximum amount of credit exposure arising from credit enhancements to
securitization structures, separately for those structures sponsored by the reporting bank
— with a breakdown between enhancements in the form of retained interest-only strips
and other enhancements (items 2.a and 2.b) -- and those sponsored by other institutions
(item 9),

5. the amount of unused commitments to provide liquidity to the securitization structures,
separately for those structures sponsored by the reporting bank (item 3) and those
sponsored by other institutions (item 10), and

6. the outstanding principal balance of assets sold with recourse or other seller-provided
credit enhancements that have not been securitized (item 11) and the maximum amount
of credit exposure arising from these credit enhancements (item 12).

For three categories of securitizations -- home equity lines, credit card receivables, and
commercial and industrial loans -- banks will also report information about their ownership (or
seller’s) interests, if any, in the securitization structures beginning June 30, 2001. Banks first will
separately report the amount of their seller’s interests that are carried as securities (available-
for-sale, held-to-maturity, or trading) and as loans on the Call Report balance sheet (items 6.a
and 6.b). For those seller’s interests that are carried as securities, banks will also report the
amount of the underlying loans that are 30 through 89 days past due and 90 days or more past
due (items 7.a and 7.b) along with the year-to-date charge-offs and recoveries on the underlying
loans (items 8.a and 8.b).

Information will also be collected in the Memoranda section of Schedule RC-S starting June 30,
2001, on bank involvement with asset-backed commercial paper conduits. Banks will report the
maximum amount of credit exposure arising from credit enhancements provided to conduit
structures (Memorandum item 3.a) and the amount of unused commitments to provide liquidity
to conduit structures (Memorandum item 3.b). These amounts will be reported separately for
those conduits sponsored by the bank or its affiliates and those sponsored by other institutions.

The remaining items in the Memoranda section of Schedule RC-S (Memorandum items 1, 2, 4,
and 5) will be reported in the March 31, 2001, Call Report, although some will be discontinued
after that report date.

Memorandum items 1.a and 1.b will collect the outstanding principal balance and amount of
retained recourse on "Small business obligations transferred with recourse under Section 208 of
the Riegle Community Development and Regulatory Improvement Act of 1994. This information,
which is currently reported in items 9.c.(1) and (2) of Schedule RC-L, will be collected quarterly
in Schedule RC-S beginning March 31, 2001.

Memorandum item 2.a, 2.b, and 2.c will collect data on assets that banks service for others.
Banks will report information on 1-4 family residential mortgages serviced with recourse or other
servicer-provided credit enhancements in Memorandum item 2.a and on those serviced without
such credit enhancements in Memorandum item 2.b. These items are a condensed version of
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the six-way breakdown of residential mortgage servicing by type of servicing contract that banks
now provide in item 4 of Schedule RC-M. Memorandum items 2.a and 2.b of Schedule RC-S will
be collected quarterly from all banks effective March 31, 2001.

Memorandum item 2.c of Schedule RC-S will cover the servicing of other types of financial
assets. This information is currently reported in Schedule RC-M, item 13, if the outstanding
principal balance of the serviced assets is more than $10 million and exceeds 10 percent of total
assets. This dual threshold will remain in effect for Memorandum item 2.c as of the March 31,
2001, report date. Then, beginning June 30, 2001, the 10 percent of total assets threshold will
be eliminated and any bank that services more than $10 million in financial assets other than 1-
4 family residential mortgages must complete Memorandum item 2.c.

Memorandum items 4 and 5 will be collected in the March 31, 2001, Call Report and will then be
discontinued when the rest of Schedule RC-S is fully implemented. The information banks will
report in Memorandum items 4.a.(1) and (2) and 4.b.(1) and (2) on "Financial assets transferred
with recourse that have been treated as sold for Call Report purposes" is currently collected in
Schedule RC-L, items 9.a.(1) and (2) and 9.b.(1) and (2). In Memorandum item 5 of Schedule
RC-S, banks with $300 million or more in assets or with foreign offices will report the amount of
"Loans extended under credit cards and related plans to individuals for household, family, or
other personal expenditures that have been securitized and sold (with servicing retained)."
These banks currently report this information in Schedule RC-L, Memorandum item 5.b.

For additional information on the reporting requirements of Schedule RC-S, please refer to the
draft instructions for this schedule in Appendix A. The FFIEC Reports Task Force invites
questions and comments on these instructions for Schedule RC-S. Questions and comments
should be submitted to the Reports Task Force, c/o FFIEC, 2000 K Street, N.W., Suite 310,
Washington, DC 20006, or by electronic mail to ffiec-suggest@frb.gov (to the attention of Mr.
John Smullen).

Schedule RC-T - Fiduciary and Related Services

Institutions that exercise fiduciary powers and have fiduciary assets or accounts currently report
information on their trust activities each December 31 in the Annual Report of Trust Assets
(FFIEC 001). Institutions with trust operations in foreign offices must also complete the Annual
Report of International Fiduciary Activities (FFIEC 006). Banks with fiduciary powers — as well
as OCC-chartered trust companies that are not insured by the FDIC but are required to file Call
Reports — will no longer file these two separate reports, but will file instead a new Call Report
schedule, Schedule RC-T — Fiduciary and Related Services. This new schedule should be
completed on a fully consolidated basis, i.e., including any trust company subsidiary (or
subsidiaries) of the reporting institution.

The effective date for new Schedule RC-T will be December 31, 2001, although the amount of
trust data that institutions must report in this schedule each December will vary depending on
their total fiduciary assets and their fiduciary and related services income. In addition, beginning
in 2002, the largest trust departments will be required to report information on their trust assets
and accounts and on their fiduciary and related services income in Schedule RC-T in their
March, June, and September Call Reports.

Schedule RC-T will begin with a series of three questions, the responses to which will determine
whether an institution must complete the rest of the schedule. Thus, if an institution reports that:
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¢ it does not have fiduciary powers,
e it does not exercise the fiduciary powers it has been granted, or
¢ it has no reportable fiduciary assets, accounts, income, or services,

then the rest of Schedule RC-T should not be completed.

In general, Schedule RC-T is divided into the following six subject areas: fiduciary and related
assets and accounts, fiduciary and related services income and expenses, managed assets
held in personal trust and agency accounts, corporate trust and agency accounts, collective
investment funds and common trust funds, and fiduciary settlements and other losses. The
portions of Schedule RC-T that institutions must complete, and the frequency with which they
must be completed, are as follows:

e Institutions with more than $250 million in fiduciary assets as of the preceding December
31, or whose gross fiduciary and related services income exceeds 10 percent of revenue
(net interest income plus noninterest income) for the preceding calendar year, will
complete Schedule RC-T in its entirety each December 31. Beginning in 2002, these
institutions will report their fiduciary and related assets and accounts and their fiduciary
and relates services income (but not expenses) in their other three quarter-end Call
Reports.

e Institutions with more than $100 million in fiduciary assets as of the preceding December
31 that do not meet the fiduciary and related services income test will complete
Schedule RC-T in its entirety each December 31 only.

e Institutions with fiduciary assets of $100 million or less as of the preceding December 31
that do not meet the fiduciary and related services income test will provide information
on fiduciary and related assets and accounts, managed assets held in personal trust and
agency accounts, corporate trust and agency accounts, and collective investment and
common trust funds each December 31 only. These institutions need not report on their
fiduciary income, expenses, and losses in Schedule RC-T.

The information in Schedule RC-T on fiduciary and related services income and expenses and
fiduciary settlements and other losses will be treated as confidential information on an individual
institution basis. This will maintain the treatment currently accorded this information in the
Annual Report of Trust Assets (FFIEC 001).

For additional information on the specific data to be reported in Schedule RC-T, please refer to
the draft instructions for this schedule in Appendix B. The FFIEC Reports Task Force invites
questions and comments on these instructions for Schedule RC-T. Questions and comments
should be submitted to the Reports Task Force, c/o FFIEC, 2000 K Street, N.W., Suite 310,
Washington, DC 20006, or by electronic mail to ffiec-suggest@frb.gov (to the attention of Mr.
John Smullen).

Schedule Rl — Income Statement

Item 1.a, "Interest and fee income on loans" — As discussed above under Schedule RC-K —
Quarterly Averages, the agencies are adopting uniform loan categories and definitions for all
banks using the standard loan categories from Schedule RC-C for the reporting of loan detail in
Schedules RC-K, RC-N, RI, and RI-B, part I. This will end the different loan reporting schemes
currently used in these four schedules in different versions of the Call Report forms.
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Effective March 31, 2001, all banks — except those with domestic offices only and less than $25
million in assets — will report their "Total interest and fee income on loans" along with the
interest and fee income for the following categories of loans (in domestic offices):

a. "Loans secured by real estate" as defined for Schedule RC-C, part |, item 1, column B,

b. "Commercial and industrial loans" as defined for Schedule RC-C, part |, item 4, column
B,

c. "Credit cards" to individuals for household, family, and other personal expenditures as
defined for Schedule RC-C, part |, item 6.a, column B,

d. "Other" consumer loans as defined for Schedule RC-C, part |, items 6.b and 6.c, column
B,

e. "Loans to foreign governments and official institutions" as defined for Schedule RC-C,
part |, item 7, and

f. "All other loans."

On the FFIEC 041 report form, the "All other loans" category in Schedule RI will include "Loans
to depository institutions and acceptances of other banks," "Loans to finance agricultural
production and other loans to farmers," "Obligations (other than securities and leases) of states
and political subdivisions in the U.S.," and "Other loans" as defined for Schedule RC-C, part |,
items 2, 3, 8, and 9, respectively. However, a Schedule RI memorandum item will collect
information on the amount of income on "Loans to finance agricultural production and other
loans to farmers" that is included in the interest and fee income on "All other loans." This FFIEC
041 memorandum item will be completed by banks with $300 million or more in total assets and,
except as noted below, by those smaller banks that have agricultural loans (as defined for
Schedule RC-C, part |, item 3) exceeding 5 percent of total loans. This is the same percentage
threshold that currently applies to banks that file the FFIEC 033 and 034 report forms.

In contrast, on the FFIEC 031 report form, the "All other loans" category will include only "Loans
to depository institutions and acceptances of other banks," "Obligations (other than securities
and leases) of states and political subdivisions in the U.S.," and "Other loans." Interest and fee
income on "Loans to finance agricultural production and other loans to farmers" will be reported
in a separate loan category within the body of the income statement. Banks with foreign offices
will also continue to report the amount of their interest and fee income on loans in foreign
offices.

To ease the transition to standard loan category definitions for reporting loan income, banks
with domestic offices only and $25 million or more but less than $300 million in total assets (as
of June 30, 2000) will be permitted to use their best efforts through year-end 2001 to report
interest and fee income on loans by loan category on the FFIEC 041 report form. Banks with
domestic offices only and less than $25 million in assets (as of June 30, 2000) will not begin
reporting loan income by loan category until the March 31, 2002, report date. During 2001,
these banks will continue to report only the total amount of their loan income.

Tax-Exempt Income From Loans and Leases to States and Political Subdivisions in the U.S. —
On the current Call Report forms (FFIEC 031, 032, 033, and 034), banks report this tax-exempt
income in a variety of ways, using items in the body of the income statement, an income
statement memorandum item, or a combination of the two. In revised Schedule RI, the method
used by banks that currently file the FFIEC 034 report form would be extended to all banks.
Thus, all banks will disclose the combined amount of their tax-exempt income from loans and
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leases to states and political subdivisions in the U.S. in income statement Memorandum item 3.
In the body of the income statement (Schedule RI), all banks will include their tax-exempt state
and local government loan income (in domestic offices) in item 1.a.(5) on the FFIEC 041 and
item 1.a.(1)(f) on the FFIEC 031. Tax-exempt state and local government lease income will be
included in Schedule RI, item 1.b, "Income from lease financing receivables."

Item 1.c, "Interest income on balances due from depository institutions" — At present on the
FFIEC 031 report form, banks with foreign offices report interest income on balances due from
depository institutions in domestic offices separately from such income in foreign offices. This
breakdown will be eliminated and banks with foreign offices, like all other banks, will report only
the total amount of income on their due from balances on Schedule RI.

Item 1.d, "Interest and dividend income on securities” — Currently, banks report from four to six
categories of interest and dividend income on securities in the Call Report income statement
depending on the report form they file. The securities income categories will be revised and
made uniform for all banks. Banks will report their income for the three following categories of
securities in the body of the income statement (Schedule RI): "U.S. Treasury securities and U.S.
Government agency obligations" (item 1.d.(1)), "Mortgage-backed securities" (item 1.d.(2), and
"All other securities" (item 1.d.(3)). These categories correspond to the securities categories for
which quarterly averages will be collected in Schedule RC-K. All banks will also disclose their
"Income on tax-exempt securities issued by states and political subdivisions in the U.S.," if any,
in new income statement Memorandum item 4. In the body of the income statement (Schedule
RI), banks will include this tax-exempt income in item 1.d.(3).

As previously discussed, the balance sheet category in which "Equity securities that do not have
readily determinable fair values," such as Federal Reserve stock, Federal Home Loan Bank
stock, and bankers’ bank stock, will be changed from "Available-for-sale securities" to "Other
assets" for better conformity with GAAP. As a result, dividend income on "Equity securities that
do not have readily determinable fair values" will no longer be included in Schedule R, item 1.d,
"Interest and dividend income on securities." Instead, banks will report any dividend income on
"Equity securities that do not have readily determinable fair values" in new item 1.g, "Other
interest income," which is discussed below.

Item 1.g, "Other interest income"” — This new income statement item will be used for reporting
interest and dividend income on assets other than those assets properly reported in items 1
through 5 of the Call Report balance sheet (Schedule RC). New item 1.g will include, for
example, dividend income on "Equity securities that do not have readily determinable fair
values" that will be reported in Schedule RC-F, item 4, and interest income on interest-only
strips receivable (not in the form of a security) that are reported in Schedule RC-F, item 3.

Interest Expense on Nontransaction Accounts — Banks currently report separately the interest
expense on "Money market deposit accounts (MMDASs)" and "Other savings deposits" in
Schedule RI, items 2.a.(2)(a) and (b) on the FFIEC 032, 033, and 034 report forms, items
2.a.(1)(b)(1) and (2) on the FFIEC 031 report form. Going forward, these two items will be

4 0On the FFIEC 041, banks with less than $25 million in assets will not begin to report loan income by
loan category until March 31, 2002. During 2001, these banks will include any tax-exempt state and local
government loan income in the body of the income statement in item 1.a.(6), "Total interest and fee
income on loans."
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combined and all banks will report only the total amount of interest expense on all "Savings
deposits" in item 2.a.(2)(a) on the FFIEC 041 report form, item 2.a.(1)(b)(1) on the FFIEC 031
report form.

Item 4, "Provision for loan and lease losses" — Current item 4.a, "Provision for credit losses," will
be revised to include only the provision for loan and lease losses. Banks will begin to report any
provision for credit losses on off-balance sheet exposures that they now include in "Provision for
credit losses" in Schedule RI, item 7.d, "Other noninterest expense," and they will itemize and
describe this provision in item 2 of Schedule RI-E — Explanations — if it is significant. In addition,
current item 4.b, "Provision for allocated transfer risk," will be eliminated as a specific income
statement item. Going forward, banks will also report any provision for allocated transfer risk in
Schedule RI, item 7.d, "Other noninterest expense," and itemize and describe it in Schedule RI-
E, item 2, if it is significant.

Item 5, "Noninterest income" — Schedule RI currently collects data on either three or five
categories of noninterest income depending on the report form a bank files. In addition, a bank
must disclose in Schedule RI-E — Explanations — the amount of those individual components of
"All other noninterest income" that are greater than 10 percent of the total.

Because noninterest income has become a significant source of revenue for banks, the
agencies are revising existing item 5, "Noninterest income." Several new noninterest income
categories will be added to those currently collected, thereby providing the agencies with
valuable supervisory information on the amount and type of fee-generating activities within
banks. Three of the new income statement "Noninterest income" categories represent items, or
modifications of items, for which specific preprinted captions currently appear in items 1 and 2 of
Schedule RI-E — Explanations. As a result, these items will no longer be reported in Schedule
RI-E.

To make the noninterest income categories uniform, two noninterest income categories that
now appear on the FFIEC 031, 032, and 033 report forms, but not on the FFIEC 034 report form
— "Income from fiduciary activities" and "Trading revenue" — will be collected from all banks in
Schedule RI, items 5.a and 5.c, respectively. The current income statement item for "Other fee
income" (item 5.b.(1) on the FFIEC 034; item 5.f.(1) on the FFIEC 031, 032, and 033) will be
discontinued. Those types of income that banks now include in "Other fee income" that will not
be reported in one of the new noninterest income categories discussed below will now be
included in revised item 5.1, "Other noninterest income."

In the revised noninterest income section of the income statement (Schedule RI), the
instructions for item 5.a, "Income from fiduciary activities," item 5.b, "Service charges on deposit
accounts (in domestic offices),", and item 5.c, "Trading revenue," now contained in your Call
Report instruction book will remain in effect. The instructions for new items 5.d through 5.k are
presented below.®

5 The FFIEC Reports Task Force invites questions and comments on the instructions for these new
noninterest income items. Questions and comments should be submitted to the Reports Task Force, c/o
FFIEC, 2000 K Street, N.W., Suite 310, Washington, DC 20006, or by electronic mail to ffiec-
suggest@frb.gov (to the attention of Mr. John Smullen). Because banks with domestic offices only and
less than $100 million in assets do not report a quarterly average for trading assets, the trading revenue
memorandum items are not applicable to them.
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o Jtem 5.d, "Investment banking, advisory, brokerage, and underwriting fees and
commissions"” — Report fees and commissions from underwriting (or participating in the
underwriting of) securities, private placements of securities, investment advisory and
management services, merger and acquisition services, and other related consulting
fees. Also include fees and commissions from securities brokerage activities, from the
sale and servicing of mutual funds, and from the purchase and sale of securities and
money market instruments where the bank is acting as agent for other banks or
customers (if these fees and commissions are not included in Schedule RI, item 5.3,
"Income from fiduciary activities," or item 5.c, "Trading revenue").

o |tem 5.e, "Venture capital revenue" — In general, venture capital activities involve the
providing of funds, whether in the form of loans or equity, and technical and
management assistance, when needed and requested, to start-up or high-risk
companies specializing in new technologies, ideas, products, or processes. The primary
objective of these investments is capital growth. Report as venture capital revenue
market value adjustments, interest, dividends, gains, and losses (including impairment
losses) on venture capital investments (loans and securities). Include any fee income
from venture capital activities that is not reported in one of the preceding items of
Schedule RI — Income Statement. Also include the bank’s proportionate share of the
income or loss before extraordinary items and other adjustments from its investments in:

e unconsolidated subsidiaries,

e associated companies, and

e corporate joint ventures, unincorporated joint ventures, general partnerships, and limited
partnerships over which the bank exercises significant influence

that are principally engaged in venture capital activities.

e Item 5.f, "Net servicing fees" — Report income from servicing real estate mortgages,
credit cards, and other financial assets held by others. Report any premiums received in
lieu of regular servicing fees on such loans only as earned over the life of the loans.
Banks should report servicing income net of the related servicing assets’ amortization
expense. For further information on servicing, see the Glossary entry for "servicing
assets and liabilities."

o Item 5.9, "Net securitization income" — Report net gains (losses) on assets sold in
securitization transactions, i.e., net of transaction costs. Include fees (other than
servicing fees) earned from the bank’s securitization transactions and unrealized losses
(and recoveries of unrealized losses) on loans and leases held for sale in securitization
transactions. Exclude income from servicing securitized assets (report in Schedule R,
item 5.f, above) and from seller’s interests and residual interests retained by the bank
(report in the appropriate subitem of Schedule RI, item 1, "Interest income)."

e Item 5.h, "Insurance commissions and fees" — Report income from underwriting
insurance (includes premiums, annuities, and supplemental contracts); service charges,
commissions, and fees from the sale of insurance; commissions on reinsurance ceded;
reserve adjustments on reinsurance ceded; and other insurance related income. Also
include the bank’s proportionate share of the income or loss before extraordinary items
and other adjustments from its investments in:

e unconsolidated subsidiaries,

e associated companies, and
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corporate joint ventures, unincorporated joint ventures, general partnerships, and limited
partnerships over which the bank exercises significant influence

that are principally engaged in insurance underwriting, reinsurance, or insurance
sales activities.

o Jtem 5.i, "Net gains (losses) on sales of loans" — Report the amount of net gains (losses)
on sales and other disposals of loans and leases (reportable in Schedule RC-C),
including unrealized losses (and subsequent recoveries of such net unrealized losses)
on loans and leases held for sale. Exclude net gains (losses) on loans and leases sold in
securitization transactions and unrealized losses (and recoveries of unrealized losses)
on loans and leases held for sale in securitization transactions (report these gains
(losses) in Schedule RI, item 5.g, "Net securitization income").

o Jtem 5., "Net gains (losses) on sales of other real estate owned" — Report the amount of
net gains (losses) on sales and other disposals of other real estate owned (reportable in
Schedule RC, item 7), increases and decreases in the valuation allowance for foreclosed
real estate, and write-downs of other real estate owned subsequent to acquisition (or
physical possession) charged to expense. Do not include as a loss on other real estate
owned any amount charged to the allowance for loan and lease losses at the time of
foreclosure (actual or physical possession) for the difference between the carrying value
of a loan and the fair value less cost to sell of the foreclosed real estate.

e [tem 5.k, "Net gains (losses) on sales of other assets (excluding securities)" — Report the
amount of net gains (losses) on sales and other disposals of assets not required to be
reported elsewhere in the income statement (Schedule Ri). Include net gains (losses) on
sales and other disposals of premises and fixed assets; personal property acquired for
debts previously contracted (such as automobiles, boats, equipment, and appliances);
and coins, art, and other similar assets. Do not include net gains (losses) on sales and
other disposals of loans and leases (either directly or through securitization), other real
estate owned, securities, and trading assets (report these net gains (losses) in the
appropriate items of Schedule RI).

Item 7.c, "Amortization expense of intangible assets" — At present, banks disclose in Schedule
RI-E, item 2.a, the amount of amortization expense of intangible assets (including goodwill)
included in "Other noninterest expense" on the Call Report income statement. This item will be
moved from Schedule RI-E to the body of the income statement (Schedule RI).

Memorandum item 8, "Trading revenue" — Banks currently filing the FFIEC 031, 032, and 033
report forms must provide a breakdown of their trading revenue by risk exposure, regardless of
amount, in Memorandum items 8.a through 8.d. To take a more risk-focused approach to
reporting this information, a threshold test will be added to determine which banks should report
this breakdown. Accordingly, only those banks that reported a quarterly average for trading
assets of $2 million or more (in Schedule RC-K, item 7) for any quarter of the preceding
calendar year will complete the trading revenue memorandum items.® This same threshold test
will apply to Schedule RC-D — Trading Assets and Liabilities.

6 Because banks with domestic offices only and less than $100 million in assets do not report a quarterly
average for trading assets, the trading revenue memorandum items are not applicable to them.
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Memorandum item 9, "Impact on income of derivatives held for purposes other than trading” —
On the present FFIEC 031, 032, and 033 report forms, banks with foreign offices or with total
assets of $100 million or more disclose the effect that derivatives held for purposes other than
trading had on their interest income, interest expense, and noninterest income (expense) in
Memorandum items 9.a, 9.b., and 9.c, respectively. These banks will continue to complete
these memorandum items. However, FASB Statement No. 133, Accounting for Derivative
Instruments and Hedging Activities, which is effective for fiscal years beginning after June 15,
2000, changes the accounting for derivative instruments and for hedging using derivatives.
Therefore, the instructions for these memorandum items are being revised as follows because
of these accounting changes.

For a qualifying fair value or cash flow hedge, the effective portion of the gain or loss on the
derivative hedging instrument should be reported in the Call Report income statement in a
manner consistent with the earnings effect of the hedged item. Thus, when the earnings effect
of the hedged item is reported in interest income or expense, the effective portion of the gain or
loss on the derivative should be reported in the corresponding interest income or expense item
in the body of the Call Report income statement as well as in Schedule Rl, Memorandum item
9.a, "Net increase (decrease) to interest income," or 9.b, "Net (increase) decrease to interest
expense," as appropriate.” The ineffective portion of the gain or loss on the derivative hedging
instrument and the component of the derivative’s gain or loss, if any, excluded from the
assessment of hedge effectiveness should be reported as a noninterest item in the income
statement. Similarly, the gain or loss on a nonhedging derivative instrument held for purposes
other than trading should be reported as a noninterest item. Banks should consistently report
these amounts in either "Other noninterest income" (Schedule R, item 5.1) or "Other noninterest
expense" (Schedule RI, item 7.d). Banks should also report these amounts in Schedule RI,
Memorandum item 9.c, "Other (noninterest) allocations."

Memorandum item 10, "Credit losses on derivatives" — At present, banks that file the FFIEC 031
and 032 report forms, i.e., banks with foreign offices or with $300 million or more in total assets,
must report the calendar year-to-date amount of credit losses on derivatives in Memorandum
item 10. These banks will continue to complete this memorandum item. However, because all
derivative contracts will be reported on the balance sheet at fair value once a bank adopts
FASB Statement No. 133, no allowance for credit losses on derivatives should be maintained
and the reference to such an allowance in the existing instruction to Memorandum item 10 will
be removed.

Schedule RI-A—Changes in Equity Capital

Banks now filing the FFIEC 034 report form are required to complete Schedule RI-A only once
each year as of the December 31 report date. All other banks must complete this schedule
quarterly. Consistent with sound financial reporting practices, banks that currently use the
FFIEC 034 report form will begin to prepare Schedule RI-A quarterly rather than annually.
Because the calendar year-to-date amount of cash dividends declared is reported in Schedule
RI-A, current Memorandum item 5 of Schedule RI on the FFIEC 034 report form, in which banks

7 On a qualifying cash flow hedge, the effective portion of the gain or loss on the derivative hedging
instrument is recognized in earnings in the period or periods when the hedged forecasted transaction
affects earnings. This means that the effective portion of the gain or loss on the derivative may not affect
earnings in the same period in which the gain or loss arose.
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report the amount of cash dividends declared during the calendar year-to-date in the March,
June, and September Call Reports, will become redundant and will be deleted from Schedule
RI.

Item 1, "Total equity capital most recently reported for the December 31, 2000, Reports of
Condition and Income" — At present, each bank must report the "Total equity capital originally
reported"” in its Call Report for the previous year-end in item 1 of Schedule RI-A. If the bank has
filed any amendments to this previous year-end Call Report that affected its originally reported
total equity capital, these equity capital adjustments are reported in item 2, and the amended
equity capital balance for the previous year-end is reported in item 3. As revised, item 1 of
Schedule RI-A will capture the most recently reported equity capital balance, which will be either
the amended balance or the originally reported balance, depending on whether Call Report
amendments have been filed for the previous year-end that included equity capital adjustments.

Item 2, "Restatements due to corrections of material accounting errors and changes in
accounting principles” — In the current version of Schedule RI-A, banks report the "Cumulative
effect of changes in accounting principles from prior years" and "Corrections of material
accounting errors from prior years," if any, in items 9 and 10, respectively. To bring the
presentation of the previous calendar year-end equity capital more into conformity with financial
statements prepared in accordance with GAAP, current items 9 and 10 will be combined and
redesignated as Schedule RI-A, item 2, "Restatements due to corrections of material accounting
errors and changes in accounting principles." Any restatements included in this revised item 2
must be itemized and described in Schedule RI-E, item 4.

With the revisions to items 1 and 2 of Schedule RI-A, item 3 will also modified. Item 3, which is
the sum of items 1 and 2, will be recaptioned "Balance end of previous calendar year as
restated."

Item 6, "Treasury stock transactions, net" — At present, the net amount of a bank’s treasury
stock transactions is included in Schedule RI-A, item 5, "Sale, conversion, acquisition, or
retirement of capital stock, net." To enable the banking agencies to monitor the volume and
extent of this activity, treasury stock transactions will begin to be reported separately from other
capital stock transactions in new item 6 of Schedule RI-A. As a result, current items 6 through 8
on Schedule RI-A will be renumbered as items 7 through 9.

Item 10, "Other comprehensive income" — Currently, banks report the "Change in net unrealized
holding gains (losses) on available-for-sale securities" and, if they have adopted FASB
Statement No. 133, the "Change in accumulated net gains (losses) on cash flow hedges" in
items 11.a and 11.b, respectively, of Schedule RI-A. Banks with foreign offices report their
"Foreign currency translation adjustments" in item 12 of this schedule on the FFIEC 031 report
form. These items, which are components of "Other comprehensive income" under FASB
Statement No. 130, Reporting Comprehensive Income, will be combined and replaced with new
item 10 of Schedule RI-A. Iltem 10 will also include any minimum pension liability adjustment
recognized during the calendar year-to-date.

Schedule RI-B—Charge-offs and Recoveries on Loans and Leases and Changes in

Allowance for Loan and Lease Losses
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Part I. Charge-offs and Recoveries on Loans and Leases — As discussed above under Schedule
RC-K — Quarterly Averages, the agencies are adopting uniform loan categories and definitions
for all banks using the standard loan categories from Schedule RC-C for the reporting of loan
detail in Schedules RC-K, RC-N, RI, and RI-B, part |. This will end the separate loan reporting
scheme used in these four schedules in which banks that currently file the FFIEC 033 and 034
report forms report loan information using self-defined general loan categories.

Effective March 31, 2001, the loan categories to be used for reporting charge-offs and
recoveries in Schedule RI-B, part |, will be identical to the loan categories used for reporting
past due and nonaccrual loan data in Schedule RC-N. Thus, all banks will report charge-offs
and recoveries for the following categories of loans and leases:

a. "Loans secured by real estate" — as defined for Schedule RC-C, part I, item 1 -- using
the six-way breakdown of real estate loans (in domestic offices) currently contained in
Memorandum item 5 of Schedule RI-B, part |,

b. "Loans to depository institutions and acceptances of other banks" as defined for
Schedule RC-C, part |, item 2,

c. "Commercial and industrial loans" as defined for Schedule RC-C, part I, item 4,

d. "Credit cards" to individuals for household, family, and other personal expenditures as
defined for Schedule RC-C, part |, item 6.3,

e. "Other" consumer loans as defined for Schedule RC-C, part |, items 6.b and 6.c,

f. "Loans to foreign governments and official institutions" as defined for Schedule RC-C,
part I, item 7,

g. "All other loans," and

h. "Lease financing receivables" as defined for Schedule RC-C, part |, item 10.

Consistent with the approach taken in Schedule RC-N, the "All other loans" category in
Schedule RI-B, part |, on the FFIEC 041 report form will include "Loans to finance agricultural
production and other loans to farmers," "Obligations (other than securities and leases) of states
and political subdivisions in the U.S.," and "Other loans" as defined for Schedule RC-C, part |,
items 3, 8, and 9, respectively. However, a Schedule RI-B, part |, memorandum item will collect
information on the "Loans to finance agricultural production and other loans to farmers" that are
included in the charge-offs and recoveries on "All other loans." This FFIEC 041 memorandum
item will be completed by banks with $300 million or more in total assets and by those smaller
banks that have agricultural loans (as defined for Schedule RC-C, part |, item 3) exceeding 5
percent of total loans. This is the same percentage threshold that currently applies to banks that
file the FFIEC 033 and 034 report forms.

In contrast, on the FFIEC 031 report form, the "All other loans" category will include only
"Obligations (other than securities and leases) of states and political subdivisions in the U.S."
and "Other loans." Charge-offs and recoveries on "Loans to finance agricultural production and
other loans to farmers" will be reported in a separate loan category within the main body of
Schedule RI-B, part I.

In addition, banks that currently file the FFIEC 031 and 032 report forms will also continue to
report charge-offs and recoveries based on the domicile of the borrower for the following four
loan categories in revised Schedule RI-B, part I: (a) "Loans secured by real estate," (b) "Loans
to depository institutions and acceptances of other banks," (c) "Commercial and industrial
loans," and (d) "Lease financing receivables."
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To ease the transition to the use of standard loan category definitions, banks with domestic
offices only and less than $300 million in total assets (as of June 30, 2000) that currently file the
FFIEC 033 and 034 report forms will be permitted to use their best efforts through year-end
2001 to report loan charge-offs and recoveries by loan category on the FFIEC 041 report form.

Part Il. Changes in Allowance for Loan and Lease Losses — As with Schedule RI-A, banks now
filing the FFIEC 034 report form will begin to complete Schedule RI-B, part I, each quarter
rather than only once each year as of the December 31 report date. All other banks will continue
to complete this schedule quarterly.

Schedule RI-B, part Il, currently presents a reconcilement of the activity in the entire allowance
for credit losses, which for most banks is the same as the allowance for loan and lease losses.

Going forward, the scope of part Il will be revised to cover only changes in the allowance for
loan and lease losses. This will mean that the amount reported in item 6 of part I, "Balance end
of current period," must equal Schedule RC, item 4.c, "Allowance for loan and lease losses."

In addition, item 1 of part Il is being revised in the same manner as item 1 of Schedule RI-A. At
present, banks report the balance of the allowance as "originally reported” in their previous
year-end Call Report in item 1. The effect that any amendments to that year-end Call Report
had on the allowance as originally reported have been included in item 5 of part Il,
"Adjustments." In revised part Il, banks will report the "Balance most recently reported" for the
previous year-end allowance for loan and lease losses rather than the "originally reported”
allowance balance.

Banks that report an allowance for credit losses in their December 31, 2000, Call Report that
includes allowances for loan and lease losses and for credit losses on off-balance sheet
exposures should report only the allowance for loan and lease losses as the "Balance most
recently reported for the December 31, 2000, Reports of Condition and Income" in item 1 of
Schedule RI-B, part ll, in each Call Report for 2001.

Schedule RI-D—Income from International Operations (FFIEC 031 only)

At present, banks with foreign offices report "Interest income," "Interest expense," and "Net
interest income" booked at foreign offices, Edge and Agreement subsidiaries, and IBFs in items
1.a, 1.b, and 1.c, respectively, of part | of Schedule RI-D. Items 2.a, 2.b, and 2.c of part | cover
booking location adjustments for net interest income. To streamline this schedule and make the
reporting of interest income and expense more consistent with the reporting approach currently
followed in the remainder of part | of Schedule RI-D, existing items 1 and 2 will be replaced. In
new items 1.a and 1.b, banks will report their "Gross interest income" and "Gross interest
expense" attributable to international operations. These amounts will be components of the
"Total interest income" and "Total interest expense" reported in items 1.h and 2.e, respectively,
of the Call Report income statement (Schedule RI). New item 2, "Net interest income
attributable to international operations," will be the difference between items 1.a and 1.b and,
therefore, will be a component of Schedule RI, item 3, "Net interest income."

Current Memorandum items 1 and 2 of part | on intracompany interest income and expense
booked at foreign offices, Edge and Agreement subsidiaries, and IBFs will be deleted from the
schedule.
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In addition, Schedule RI-D, part I — Supplementary Details on Income from International
Operations, which has been collected to accommodate certain data needs of the Departments
of Commerce and Treasury, will be eliminated.

Schedule RI-E—Explanations

Because of the change being made to the way that banks report total equity capital as of the
previous year-end in Schedule RI-A, current item 4 of Schedule RI-E, "Equity capital
adjustments from amended Reports of Income," will be deleted.

Items 1 and 2, "Other noninterest income" and "Other noninterest expense"” — Banks are
currently required to disclose information about components of "All other noninterest income"
and "Other noninterest expense" that exceed 10 percent of the total amount reported for these
respective items on the Call Report income statement (Schedule RI). In addition, at present, all
banks must disclose the amount of "Amortization expense of intangible assets," regardless of
size, in Schedule RI-E, item 2.a.

As discussed above under Schedule RI, the Call Report income statement will be revised to
include items for several new noninterest income categories as well as an item for the
amortization expense of intangibles. In response to this change and, at the same time, to
improve the usefulness of the itemized information on noninterest income and expense in
Schedule RI-E, the agencies will add preprinted captions to items 1 and 2 for several of the
more commonly listed significant components of "Other noninterest income" (Schedule R, item
5.1) and "Other noninterest expense" (Schedule RI, item 7.d). Blank text fields like those
presently contained in items 1 and 2 of Schedule RI-E will be retained for noninterest income
and expense items not specifically covered in the preprinted captions. Furthermore, the
threshold for identifying and disclosing significant components of other noninterest income and
expense will be changed from the current 10 percent test to 1 percent of the sum of "Total
interest income" and "Total noninterest income" (Schedule RI, item 1.h plus item 5.m). This
revised threshold corresponds to the threshold that the Securities and Exchange Commission
has prescribed in its disclosure regulations.

Preprinted captions have been created for five categories of "Other noninterest income" and
seven categories of "Other noninterest expense." Banks should disclose the amount of income
or expense in these captioned items if the amount exceeds the new 1 percent threshold. From
their captions, the content of the specifically identified noninterest income and expense
categories should be self-explanatory. The noninterest income categories are:

e Item 1.a, "Income and fees from the printing and sale of checks,"

e Item 1.b, "Earnings on/increase in value of cash surrender value of life insurance,"
e Item 1.c, "Income and fees from automated teller machines (ATMs),"

e |tem 1.d, "Rent and other income from other real estate owned," and

e Item 1.e, "Safe deposit box rent."

The noninterest expense categories are:

e lItem 2.3, "Data processing expenses,"

e Item 2.b, "Advertising and marketing expenses,"
e Item 2.c, "Directors’ fees,"

e Item 2.d, "Printing, stationery, and supplies,"
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o ltem 2.e, "Postage,"
o ltem 2.f, "Legal fees and expenses," and
o ltem 2.g, "FDIC deposit insurance assessments."

Item 4, "Restatements due to corrections of material accounting errors and changes in
accounting principles" — At present, banks must separately itemize and describe the effect of
any changes in accounting principles and accounting error corrections that were included in
items 9 and 10 of Schedule RI-A — Changes in Equity Capital. Because these two items will be
combined on Schedule RI-A, a corresponding change will be made to Schedule RI-E. Thus,
existing items 5 and 6 of Schedule RI-E will be combined and banks will begin to disclose the
components of "Restatements due to corrections of material accounting errors and changes in
accounting principles" in new Schedule RI-E, item 4.

Item 6, "Adjustments to allowance for loan and lease losses" — As mentioned above, Schedule
RI-B, part I, will now cover only the loan and lease loss allowance rather than the entire
allowance for credit losses. As a result, the scope of item 6 of Schedule RI-E (formerly item 8 of
Schedule RI-E) will be revised so that it applies only to "Adjustments to the allowance for loan
and lease losses."

8In addition to the six categories of real estate loans in the current breakdown, banks that now file the
FFIEC 031, i.e., banks with foreign offices, will also separately report their charge-offs and recoveries of
loans secured by real estate in foreign offices.





