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FILING INSTRUCTIONS 

NOTE:  The pages listed in the column below headed “Remove Pages” are no longer 
needed in the Instructions for Preparation of Reports of Condition and Income and 
should be removed and discarded.  The pages listed in the column headed “Insert 
Pages” are included in this instruction book update and should be filed promptly in 
your instruction book. 

Remove Pages 

1 – 2  (6-04) 
7 – 8  (6-04) 
RI-29 – RI-30 (6-03) 
RC-B-11 – RC-B-12 (3-03) 
RC-B-17 – RC-B-18 (3-01) 
RC-D-1 – RC-D-3 (3-03) 
RC-L-1 – RC-L-4  (3-02) 
RC-R-22a – RC-R-22b (3-04) 
RC-R-26a – RC-R-26b (3-03) 
RC-S-9 – RC-S-10 (3-03) 
A-7 – A-8  (3-04) 
A-13 – A-14b  (3-02 and 3-04) 
A-31 – A-32 (3-03) 
A-39 – A-40 (6-01) 
A-73 – A-74 (6-01) 

Insert Pages 

1 – 2  (3-05) 
7 – 8  (3-05) 
RI-29 – RI-30 (3-05) 
RC-B-11 – RC-B-12 (3-05) 
RC-B-17 – RC-B-18 (3-05) 
RC-D-1 – RC-D-3 (3-05) 
RC-L-1 – RC-L-4  (3-05) 
RC-R-22a – RC-R-22b (3-05) 
RC-R-26a – RC-R-26b (3-05) 
RC-S-9 – RC-S-10 (3-05) 
A-7 – A-8  (3-05) 
A-13 – A-14b  (3-05) 
A-31 – A-32 (3-05) 
A-39 – A-40 (3-05) 
A-73 – A-74 (3-05) 
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FFIEC 031 and 041 GENERAL INSTRUCTIONS 

GENERAL INSTRUCTIONS 

Schedules RC and RC-A through RC-T constitute the Report of Condition and its supporting schedules. 
Schedules RI, RI-A, RI-B, RI-D, and RI-E constitute the Report of Income and its supporting schedules. 
The Reports of Condition and Income are commonly referred to as the Call Report. 

WHO MUST REPORT ON WHAT FORMS 

Every national bank, state member bank, and insured state nonmember bank is required to file 
consolidated Reports of Condition and Income normally as of the close of business on the last calendar 
day of each calendar quarter, i.e., the report date.  The specific reporting requirements depend upon the 
size of the bank and whether it has any "foreign" offices.  Banks must file the appropriate forms as 
described below: 

(1) BANKS WITH FOREIGN OFFICES:  Banks of any size that have any "foreign" offices (as defined 
below) must file quarterly the Consolidated Reports of Condition and Income for a Bank with Domestic 
and Foreign Offices (FFIEC 031).  For purposes of these reports, all of the following constitute 
"foreign" offices: 

(a) an International Banking Facility (IBF); 

(b) a branch or consolidated subsidiary in a foreign country; and 

(c) a majority-owned Edge or Agreement subsidiary. 

In addition, for banks chartered and headquartered in the 50 states of the United States and the 
District of Columbia, a branch or consolidated subsidiary in Puerto Rico or a U.S. territory or 
possession is a “foreign” office.  However, for purposes of these reports, a branch at a U.S. military 
facility located in a foreign country is a "domestic" office. 

(2) BANKS WITHOUT FOREIGN OFFICES:  Banks of any size that have only domestic offices must file 
quarterly the Consolidated Reports of Condition and Income for a Bank with Domestic Offices Only 
(FFIEC 041).  For banks chartered and headquartered in Puerto Rico or a U.S. territory or possession, 
a branch or consolidated subsidiary in one of the 50 states of the United States, the District of 
Columbia, Puerto Rico, or a U.S. territory or possession is a "domestic" office. 

Close of Business 

The term "close of business" refers to the time established by the reporting bank as the cut-off time for 
receipt of work for posting transactions to its general ledger accounts for that day.  The time designated as 
the close of business should be reasonable and applied consistently.  The posting of a transaction to the 
general ledger means that both debit and credit entries are recorded as of the same date.  In addition, 
entries made to general ledger accounts in the period subsequent to the close of business on the report 
date that are applicable to the period covered by the Reports of Condition and Income (e.g., adjustments 
of accruals, posting of items held in suspense on the report date to their proper accounts, and other 
quarter-end adjusting entries) should be reported in the Reports of Condition and Income as if they had 
actually been posted to the general ledger at or before the cut-off time on the report date. 

With respect to deposits received by the reporting bank after the cut-off time for posting them to individual 
customer accounts for a report date (i.e., so-called "next day deposits" or "late deposits"), but which are 
nevertheless posted in any manner to the reporting bank's general ledger accounts for that report date 
(including, but not limited to, through the use of one or more general ledger contra accounts), such 
deposits must be reported in (1) Schedule RC, Balance Sheet, item 13, "Deposits," and in 
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FFIEC 031 and 041 GENERAL INSTRUCTIONS 

Schedule RC-E, Deposit Liabilities, or (2) in Schedule RC-O, Other Data for Deposit Insurance and 
FICO Assessments, item 2, "Unposted credits."  The use of memorandum accounts outside the reporting 
bank's general ledger system for control over "next day" or "late deposits" received on the report date will 
not cause such deposits to be reportable in Schedules RC and RC-E or Schedule RC-O. 

Frequency of Reporting 

The reports are required to be submitted quarterly by all banks.  However, some schedules are required 
on a less frequent basis, as follows: 

(1) For all banks, Schedule RC-C, part II, Loans to Small Businesses and Small Farms, is to be filed only 
as of the June 30 report date. 

(2) Banks with total fiduciary assets greater than $250 million (as of the preceding December 31) or with 
gross fiduciary and related services income greater than 10 percent of revenue (net interest income 
plus noninterest income) for the preceding calendar year must complete the applicable items of 
Schedule RC-T quarterly.  All other banks with fiduciary powers must complete the applicable items of 
Schedule RC-T annually as of the December 31 report date. 

In addition, the following items are to be completed annually rather than quarterly: 

(1) Schedule RC, Memorandum item 1, on the level of external auditing work performed for the bank is to 
be reported as of the March 31 report date; 

(2) Schedule RC-O, Memorandum item 1.a.(2), "Number of deposit accounts of $100,000 or less" (in 
domestic offices), is to be reported as of the June 30 report date; and 

(3) Schedule RC-E, Memorandum item 1.e, "Preferred deposits," is to be reported as of the December 31 
report date. 

Differences in Detail of Reports 

The amount of detail required to be reported varies between the two versions of the report forms, with the 
report forms for banks with foreign offices (FFIEC 031) having more detail than the report forms for banks 
with domestic offices only (FFIEC 041).  Furthermore, as discussed below under Shifts in Reporting 
Status, the amount of detail varies within the FFIEC 041 report form, primarily based on the size of the 
bank.  In general, the FFIEC 041 report form requires the least amount of detail from banks with less than 
$100 million in total assets. 

Differences in the level of detail within both the FFIEC 031 and 041 report forms are as follows: 

(1) banks reporting average trading assets of $2 million or more for any quarter of the preceding calendar 
year must complete Schedule RC-D, Trading Assets and Liabilities, and provide a breakdown of their 
trading revenue by risk exposure in Schedule RI, Memorandum item 8, "Trading revenue;" 

(2) banks with financial subsidiaries must complete certain additional items in Schedule RC-R, Regulatory 
Capital; 

(3) banks servicing more than $10 million in financial assets other than 1-4 family residential mortgages 
must report the volume of such servicing in Schedule RC-S, Memorandum item 2.c; and 
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No item on the Reports of Condition and Income is to be left blank unless otherwise indicated in the 
instructions.  Except in those instances, an entry must be made for each item, i.e., an amount, a zero, the 
word "none," an "X," or an "N/A." 

State banks should refer to their appropriate state bank supervisory authority for information concerning 
state requirements for submitting copies of the Reports of Condition and Income filed with federal bank 
supervisory authorities. 

Submission Date 

The term "submission date" is defined as the date by which a bank's completed Reports of Condition and 
Income must be received in electronic form by EDS, the banking agencies’ electronic collection agent. 
Except as indicated below, EDS must receive the data file for a bank's Reports of Condition and Income 
no more than 30 calendar days after the report date (subject to the timely filing provisions for computer 
diskettes set forth in the following paragraph).  For example, the March 31 report must be received by 
April 30 and the June 30 report by July 30.  Earlier submission would aid the banking agencies in editing 
and reviewing the reports and is encouraged.  No extensions of time for submitting reports are granted. 

Any bank using the paper-based filing alternative must ensure that it delivers its hard-copy reports to the 
party with whom it has contracted for the conversion of its reports to automated form in sufficient time for 
that party to electronically transmit the reports to EDS by the submission deadline. 

The filing of a bank's completed Reports of Condition and Income on a computer diskette will be 
considered timely, regardless of when the reports are received by EDS, if the computer diskette is mailed 
first class and postmarked no later than the third calendar day preceding the submission deadline.  In the 
absence of a postmark, a bank whose computer diskette containing its completed Reports of Condition 
and Income is received late may be called upon to provide proof of timely mailing.  A "Certificate of 
Mailing" (U.S. Postal Service Form 3817) may be used to provide such proof.  If an overnight delivery 
service is used, the placement of the computer diskette into the delivery system on the day before the 
submission deadline will constitute timely submission. 

Any bank that has more than one foreign office, other than a "shell" branch or an IBF, may take an 
additional limited period of time to submit its Reports of Condition and Income.  Effective June 30, 2004, 
EDS must receive the data file for such a bank's Reports of Condition and Income in electronic form no 
more than 40 calendar days after the report date.  The filing deadline for such a bank will be reduced to 
35 calendar days effective June 30, 2006.  Eligible banks are urged to use the additional time only if 
absolutely necessary and to make every effort to report as soon as possible, preferably within the 30-day 
submission period. 

Amended Reports 

A bank's primary federal bank supervisory authority may require the filing of amended Reports of 
Condition and Income if reports as previously submitted contain significant errors, as determined by the 
supervisory authority, in how the reporting bank classified or categorized items in the reports, i.e., on 
what line of the report an item has been reported. 

When dealing with the recognition and measurement of events and transactions in the Reports of 
Condition and Income, amended reports may be required if a bank's primary federal bank supervisory 
authority determines that the reports as previously submitted contain errors that are material for the 
reporting bank.  Materiality is a qualitative characteristic of accounting information which is defined in 
FASB Concepts Statement No. 2 as "the magnitude of an omission or misstatement of accounting 
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information that, in the light of surrounding circumstances, makes it probable that the judgment of a 
reasonable person relying on the information would have been changed or influenced by the omission or 
misstatement." 

SCOPE OF THE "CONSOLIDATED BANK" REQUIRED TO BE REPORTED IN THE SUBMITTED 
REPORTS 

In their Reports of Condition and Income submitted to the federal bank supervisory agencies, banks and 
their subsidiaries shall present their financial condition and results of operations on a consolidated basis in 
accordance with generally accepted accounting principles.  All majority-owned subsidiaries shall be 
consolidated unless the subsidiary is not "significant" or is covered by one of the exceptions listed in the 
"Exclusions from the Coverage of the Consolidated Report" section below.  (See the Glossary entry for 
"subsidiaries" for the definition of "significant subsidiary.")  Accordingly, the Consolidated Reports of 
Condition and Income shall consolidate the operations of: 

(1) the bank's head office; 

(2) all branches of the bank, domestic and foreign; 

(3) any International Banking Facility (IBF) established by the bank; 

(4) all majority-owned Edge and Agreement subsidiaries, including their IBFs, their foreign and domestic 
branches, and their significant subsidiaries; 

(5) all majority-owned foreign banks held directly by the reporting bank pursuant to Section 25 of the 
Federal Reserve Act; 

(6) all other majority-owned subsidiaries that are "significant," including domestic subsidiaries that are 
commercial banks, savings banks, or savings and loan associations that must file separate Reports of 
Condition and Income (or separate reports of a comparable nature) with any state or federal financial 
institutions supervisory authority; and 

(7) all nonsignificant majority-owned subsidiaries that the bank has elected to consolidate on a consistent 
basis in both the Report of Condition and the Report of Income. 

Each bank shall account for any investments in unconsolidated subsidiaries, associated companies, and 
those corporate joint ventures over which the bank exercises significant influence according to the equity 
method of accounting. The equity method of accounting is described in Schedule RC-M, item 4.  (Refer to 
the Glossary entry for "subsidiaries" for the definitions of the terms subsidiary, associated company, and 
corporate joint venture.) 

Exclusions from the Coverage of the Consolidated Report 

Subsidiaries where control does not rest with the parent -- If control of a majority-owned subsidiary 
does not rest with the parent bank because of legal or other reasons (e.g., the subsidiary is in 
bankruptcy), the subsidiary is not to be consolidated for purposes of the report. Thus, the bank's 
investment in such a subsidiary is not eliminated in consolidation but will be reflected in the reports 
in the balance sheet item for "Investments in unconsolidated subsidiaries and associated companies" 
(Schedule RC, item 8) and other transactions of the bank with such a subsidiary will be reflected 
in the appropriate items of the reports in the same manner as transactions with unrelated 
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FFIEC 031 and 041 RI - INCOME STATEMENT 

Memoranda 

Item No. Caption and Instructions

   7 If the reporting bank has restated its balance sheet as a result of applying push down 
accounting this calendar year, report the date of the bank's acquisition.  If the reporting 
bank was acquired during the calendar year-to-date reporting period and applied push down 
accounting to its balance sheet in accordance with the "push down accounting" section of the 
Glossary entry for "business combinations," report the date (year, month, and day) as of 
which the acquisition took place.  For example, a bank that was acquired as of the close of 
business June 1, 2005, and applied push down accounting to its balance sheet would report 
20050601 in this Memorandum item in the Reports of Condition and Income for June 30, 
September 30, and December 31, 2005. 

Push down accounting is the establishment of a new accounting basis for a bank in its 
separate financial statements (including its Reports of Condition and Income) as a result of 
the bank becoming substantially wholly owned by an investor (which may be a holding 
company) or a group of investors working collaboratively via a purchase transaction or a 
series of purchase transactions.  When push down accounting is used to account for the 
acquisition of a bank that becomes substantially wholly owned, yet retains its separate 
corporate existence, the bank's assets and liabilities (Schedule RC) are restated based on the 
amount or amounts paid to purchase the bank's voting stock.  The purchase cost should be 
allocated to the bank's assets and liabilities based on their fair values as of the date(s) of the 
purchase transaction(s).  In the year the bank applies push down accounting, its income 
statements (Schedule RI) for periods after the date it became substantially wholly owned 
should only include amounts from that date through the end of the calendar year-to-date 
reporting period. 

If the reporting bank has not been acquired during this calendar year or if the reporting bank 
has been acquired during this calendar year but push down accounting was not applied, the 
bank should report zeros (i.e., 00000000) in the year, month, and day columns of this 
Memorandum item. 

8 Trading revenue (from cash instruments and derivative instruments). 

Memorandum items 8.a through 8.d are to be completed by banks that reported average 
trading assets (in Schedule RC-K, item 7) of $2 million or more for any quarter of the 
preceding calendar year. 

Report, in the appropriate item below, a breakdown of trading revenue that has been included 
in the body of the income statement in Schedule RI, item 5.c.  For each of the four types of 
underlying risk exposure, report the combined revenue (net gains and losses) from trading 
cash instruments and derivative instruments.  For purposes of Memorandum item 8, the 
reporting bank should determine the underlying risk exposure category in which to report the 
trading revenue from cash instruments and derivative instruments in the same manner that 
the bank makes this determination for other financial reporting purposes.  The sum of 
Memorandum items 8.a through 8.d must equal Schedule RI, item 5.c. 
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FFIEC 031 and 041 RI - INCOME STATEMENT 

Memoranda 

Item No. Caption and Instructions 

8.a Interest rate exposures.  Report in this item net gains (losses) from trading cash instruments 
and derivative contracts that the reporting bank manages as interest rate exposures.  Interest 
rate exposures may arise from cash debt instruments (e.g., U.S. Treasury securities) and 
interest rate contracts.  Interest rate contracts are those contracts related to an interest-
bearing financial instrument or whose cash flows are determined by referencing interest rates 
or another interest rate contract (e.g., an option on a futures contract to purchase a Treasury 
bill).  Interest rate contracts include interest rate futures, single currency interest rate swaps, 
basis swaps, forward rate agreements, and interest rate options, including caps, floors, 
collars, and corridors. 

Exclude trading revenue on contracts involving the exchange of foreign currencies 
(e.g., cross-currency swaps and currency options) that the reporting bank manages as foreign 
exchange exposures.  Report such trading revenue in Memorandum item 8.b. 

8.b Foreign exchange exposures.  Report in this item net gains (losses) from trading cash 
instruments and derivative contracts that the reporting bank manages as foreign exchange 
exposures.  Foreign exchange exposures may arise from cash instruments (e.g., debt 
securities) denominated in non-U.S. currencies and foreign exchange rate contracts.  Foreign 
exchange rate contracts are those contracts to purchase foreign (non-U.S.) currencies and 
U.S. dollar exchange in the forward market, i.e., on an organized exchange or in an 
over-the-counter market.  A purchase of U.S. dollar exchange is equivalent to a sale of 
foreign currency.  Foreign exchange rate contracts include cross-currency interest rate swaps 
where there is an exchange of principal, forward and spot foreign exchange contracts, and 
currency futures and currency options. 

8.c Equity security and index exposures.  Report in this item net gains (losses) from trading 
cash instruments and derivative contracts that the reporting bank manages as equity security 
or index exposures.  Equity security or index exposures may arise from equity securities and 
equity security or index (i.e., equity derivative) contracts.  Equity derivative contracts are 
contracts that have a return, or a portion of their return, linked to the price of a particular 
equity or to an index of equity prices, such as the Standard and Poor's 500. 

8.d Commodity and other exposures.  Report in this item net gains (losses) from trading cash 
instruments and derivative contracts that the reporting bank manages as commodity or other 
exposures.  Commodity or other exposures may arise from commodities and commodity and 
other derivative contracts not reported as interest rate, foreign exchange, or equity derivative 
contracts.  Commodity and other contracts are contracts that have a return, or a portion of 
their return, linked to the price or to an index of precious metals, petroleum, lumber, 
agricultural products, etc.  Commodity and other contracts also include any other contracts 
that are not reportable as interest rate, foreign exchange, or equity derivative contracts. 
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FFIEC 031 and 041 RC-B - SECURITIES 

Memoranda 

Item No. Caption and Instructions 

1 Pledged securities.  Report the amortized cost of all held-to-maturity securities and the 
fair value of all available-for-sale securities included in Schedule RC-B above that are 
pledged to secure deposits, repurchase transactions, or other borrowings (regardless of the 
balance of the deposits or other liabilities against which the securities are pledged); as 
performance bonds under futures or forward contracts; or for any other purpose.  Include as 
pledged securities any held-to-maturity and available-for-sale securities that have been 
"loaned" in securities borrowing/lending transactions that do not qualify as sales under FASB 
Statement No. 140. 

Also include securities owned by consolidated insurance subsidiaries and held in custodial 
trusts (that are reported as held-to-maturity securities or available-for-sale securities in 
Schedule RC-B) that are pledged to insurance companies external to the consolidated bank. 

2 Maturity and repricing data for debt securities.  Report in the appropriate subitem 
maturity and repricing data for the bank's holdings of debt securities (reported in 
Schedule RC-B, items 1 through 6 above).  Report the amortized cost of held-to-maturity 
debt securities and the fair value of available-for-sale debt securities in the appropriate 
maturity and repricing subitems.  Exclude from Memorandum item 2 the bank's holdings of 
equity securities with readily determinable fair values (reported in Schedule RC-B, item 7, 
above) (e.g., investments in mutual funds, common stock, preferred stock).  Also exclude 
those debt securities that are reported as "nonaccrual" in Schedule RC-N, item 9, column C. 

The sum of Memorandum items 2.a.(1) through 2.c.(2) plus the amount of any nonaccrual 
debt securities included in Schedule RC-N, item 9, column C, must equal Schedule RC-B, 
sum of items 1 through 6, columns A and D. 

On the FFIEC 031, banks that have more than one office in foreign countries (including 
offices of consolidated foreign subsidiaries but excluding "shell" branches, offices in Puerto 
Rico or U.S. territories and possessions, and IBFs) have the option of excluding the smallest 
of such non-U.S. offices from Memorandum item 2.  Such banks may omit the smallest of 
their offices in foreign countries (other than "shell" branches) when arrayed by total assets 
provided that the assets of the excluded offices do not exceed 50 percent of the total assets 
of the bank's offices (excluding "shells") in foreign countries and do not exceed 10 percent of 
the total consolidated assets of the reporting bank as of the report date.  (Note:  In 
determining the total assets of offices in foreign countries eligible for exclusion from these 
memorandum items, banks should exclude not only "shell" branches but also offices in 
Puerto Rico and U.S. territories and possessions, domestic offices of Edge and Agreement 
subsidiaries, and IBFs even though these are sometimes referred to as "foreign" offices. 
Also, the asset totals for all offices in foreign countries should be the component of the total 
consolidated assets, i.e., should exclude all intrabank transactions.) 

For purposes of this memorandum item, the following definitions apply: 

A fixed interest rate is a rate that is specified at the origination of the transaction, is fixed and 
invariable during the term of the debt security, and is known to both the borrower and the 
lender.  Also treated as a fixed interest rate is a predetermined interest rate which is a rate 
that changes during the term of the debt security on a predetermined basis, with the exact 
rate of interest over the life of the debt security known with certainty to both the borrower and 
the lender when the debt security is acquired. 
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FFIEC 031 and 041 RC-B - SECURITIES 

Memoranda 

Item No. Caption and Instructions 

A floating rate is a rate that varies, or can vary, in relation to an index, to some other interest 
(cont.) rate such as the rate on certain U.S. Government securities or the "prime rate," or to some 

other variable criterion the exact value of which cannot be known in advance. Therefore, the 
exact rate the debt security carries at any subsequent time cannot be known at the time of 
origination. 

When the rate on a debt security with a floating rate has reached a contractual floor or ceiling 
level, the debt security is to be treated as "fixed rate" rather than as "floating rate" until the 
rate is again free to float. 

Remaining maturity is the amount of time remaining from the report date until the final 
contractual maturity of a debt security without regard to the security's repayment schedule, if 
any. 

Next repricing date is the date the interest rate on a floating rate debt 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 
security, whichever is earlier. 

Banks whose records or information systems provide data on the final contractual maturities, 
next repricing dates, and expected average lives of their debt securities for time periods that 
closely approximate the maturity and repricing periods specified in Memorandum items 2.a 
through 2.d (e.g., 89 or 90 days rather than three months, 359 or 360 days rather than 
12 months) may use these date to complete Memorandum items 2.a through 2.d. 

For debt securities with scheduled contractual payments, banks whose records or information 
systems provide repricing data that take into account these scheduled contractual payments, 
with or without the effect of anticipated prepayments, may adjust these data in an appropriate 
manner to derive reasonable estimates for the final contractual maturities of fixed rate debt 
securities (and floating rate debt securities for purposes of Memorandum item 2.c) and the 
next repricing dates of floating rate debt securities. 

Callable fixed rate debt securities should be reported in Memorandum items 2.a, 2.b, and 2.d 
without regard to their next call date unless the security has actually been called.  When fixed 
rate debt securities have been called, they should be reported on the basis of the time 
remaining until the call date.  Callable floating rate debt securities should be reported in 
Memorandum items 2.a and 2.b on the basis of their next repricing date without regard to their 
next call date if the security has not been called.  Those that have been called should be 
reported based on the earlier of their next repricing date or their actual call date. 

Fixed rate mortgage pass-through securities (such as those guaranteed by the Government 
National Mortgage Association (GNMA) or issued by the Federal Home Loan Mortgage 
Corporation (FHLMC), the Federal National Mortgage Association (FNMA), and certain banks, 
savings associations, and securities dealers) and fixed rate Small Business Administration 
(SBA) "Guaranteed Loan Pool Certificates" should be reported on the basis of the time 
remaining until their final contractual maturity without regard to either expected prepayments 
or scheduled contractual payments.  Floating rate mortgage pass-through securities and SBA 
"Guaranteed Loan Pool Certificates" should be reported in Memorandum items 2.a and 2.b 
on the basis of their next repricing date. 
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FFIEC 031 and 041 RC-B - SECURITIES 

Memoranda 

Item No. Caption and Instructions 

2.d Debt securities with a remaining maturity of one year or less.  Report all debt securities 
with a remaining maturity of one year or less.  Include both fixed rate and floating rate debt 
securities.  Exclude debt securities that are in nonaccrual status. 

For held-to-maturity debt securities, report amortized cost.  For available-for-sale debt 
securities, report fair value. 

The fixed rate debt securities (excluding "Other mortgage-backed securities") that should be 
included in this item will also have been reported by remaining maturity in Schedule RC-B, 
Memorandum items 2.a.(1), 2.a.(2), 2.b.(1), and 2.b.(2), above.  The floating rate debt 
securities (excluding "Other mortgage-backed securities") that should be included in this item 
will have been reported by next repricing date in Memorandum items 2.a.(1), 2.a.(2), 2.b.(1), 
and 2.b.(2), above.  However, these four Memorandum items may include floating rate debt 
securities with a remaining maturity of more than one year, but on which the interest rate can 
next change in one year or less; those debt securities should not be included in this 
Memorandum item 2.d.  The "Other mortgage-backed securities" included in this item will 
have been reported by expected weighted average life in Memorandum items 2.c.(1) and 
2.c.(2) above.

   3 Amortized cost of held-to-maturity securities sold or transferred to available-for-sale or 
trading securities during the calendar year-to-date.  If the reporting bank has sold any 
held-to-maturity debt securities or has transferred any held-to-maturity debt securities to the 
available-for-sale or to trading securities during the calendar year-to-date, report the total 
amortized cost of these held-to-maturity debt securities as of their date of sale or transfer. 

Exclude the amortized cost of any held-to-maturity debt security that has been sold near 
enough to (e.g., within three months of) its maturity date (or call date if exercise of the call is 
probable) that interest rate risk is substantially eliminated as a pricing factor.  Also exclude the 
amortized cost of any held-to-maturity debt security that has been sold after the collection of a 
substantial portion (i.e., at least 85 percent) of the principal outstanding at acquisition due to 
prepayments on the debt security or, if the debt security is a fixed rate security, due to 
scheduled payments payable in equal installments (both principal and interest) over its term. 

4 Structured notes.  Report in this item all structured notes included in the held-to-maturity and 
available-for-sale accounts and reported in Schedule RC-B, items 2, 3, 5, and 6.  In general, 
structured notes are debt securities whose cash flow characteristics (coupon rate, redemption 
amount, or stated maturity) depend upon one or more indices and/or that have embedded 
forwards or options or are otherwise commonly known as "structured notes."  Include as 
structured notes any asset-backed securities (other than mortgage-backed securities) which 
possess the aforementioned characteristics. 

Structured notes include, but are not limited to, the following common structures: 

(1) Floating rate debt securities whose payment of interest is based upon: 
(a) a single index of a Constant Maturity Treasury (CMT) rate or a Cost of Funds Index 

(COFI), or 
(b) changes in the Consumer Price Index (CPI).  However, exclude from structured 

notes all U.S. Treasury Inflation-Protected Securities (TIPS). 
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Memoranda 

Item No. Caption and Instructions 

(2) Step-up Bonds.  Step-up securities initially pay the investor an above-market yield for a 
(cont.) short noncall period and then, if not called, "step up" to a higher coupon rate (which will be 

below current market rates).  The investor initially receives a higher yield because of 
having implicitly sold one or more call options.  A step-up bond may continue to contain 
call options even after the bond has stepped up to the higher coupon rate.  A multistep 
bond has a series of fixed and successively higher coupons over its life.  At each call 
date, if the bond is not called, the coupon rate increases. 

(3) Index Amortizing Notes (IANs).  IANs repay principal according to a predetermined 
amortization schedule that is linked to the level of a specific index (usually the London 
Interbank Offered Rate -  LIBOR - or a specified prepayment rate).  As market interest 
rates increase (or prepayment rates decrease), the maturity of an IAN extends, similar to 
that of a collateralized mortgage obligation. 

(4) Dual Index Notes.  These bonds have coupon rates that are determined by the 
difference between two market indices, typically the CMT rate and LIBOR.  These bonds 
often have a fixed coupon rate for a brief period, followed by a longer period of variable 
rates, e.g., 8 percent fixed for two years, then the 10-year CMT rate plus 300 basis points 
minus three-month LIBOR. 

(5) De-leveraged Bonds.  These bonds pay investors according to a formula that is based 
upon a fraction of the increase or decrease in a specified index, such as the CMT rate or 
the prime rate.  For example, the coupon might be the 10-year CMT rate multiplied by 0.5, 
plus 150 basis points.  The de-leveraging multiplier (0.5) causes the coupon to lag overall 
movements in market yields.  A leveraged bond would involve a multiplier greater than 1. 

(6) Range Bonds.  Range bonds (or accrual bonds) pay the investor an above-market 
coupon rate as long as the reference rate is between levels established at issue.  For 
each day that the reference rate is outside this range, the bonds earn no interest.  For 
example, if LIBOR is the reference rate, a bond might pay LIBOR plus 75 basis points for 
each day that LIBOR is between 3.5 and 5.0 percent.  When LIBOR is less than 3.5 
percent or more than 5 percent, the bond would accrue no interest. 

(7) Inverse Floaters.  These bonds have coupons that increase as rates decline and 
decrease as rates rise.  The coupon is based upon a formula, such as 12 percent minus 
three-month LIBOR. 

Exclude from structured notes floating rate debt securities denominated in U.S. dollars whose 
payment of interest is based upon a single index of a Treasury bill rate, the prime rate, or 
LIBOR and which do not contain adjusting caps, adjusting floors, leverage, or variable 
principal redemption.  Furthermore, debt securities that do not possess the aforementioned 
characteristics of a structured note need not be reported as structured notes solely because 
they are callable as of a specified date at a specified price.  In addition, debt securities that in 
the past possessed the characteristics of a structured note, but which have "fallen through" 
their structures (e.g., all of the issuer's call options have expired and there are no more 
adjustments to the interest rate on the security), need not be reported as structured notes. 
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FFIEC 031 and 041 RC-D - TRADING 

SCHEDULE RC-D - TRADING ASSETS AND LIABILITIES 

General Instructions 

Schedule RC-D is to be completed by 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.  However, 
because banks with domestic offices only and with less than $100 million in total assets do not report a 
quarterly average for trading assets in Schedule RC-K, item 7, on the FFIEC 041, Schedule RC-D is not 
applicable to such banks. 

Banks that (a) regularly underwrite or deal in securities; interest rate, foreign exchange rate, commodity, 
equity, and credit derivative contracts; other financial instruments; and other assets for resale (or 
repurchase); (b) acquire or take positions in such items principally for the purpose of selling in the near 
term or otherwise with the intent to resell (or repurchase) in order to profit from short-term price 
movements; or (c) acquire or take positions in such items as an accommodation to customers or for other 
trading purposes shall report in this schedule the value of such items or positions on the report date. 
Assets, liabilities, and other financial instruments held for trading shall be consistently valued at fair value. 

Exclude from this schedule all available-for-sale securities and all loans and leases that are held for sale. 
Available-for-sale securities are generally reported in Schedule RC, item 2.b, and in Schedule RC-B, 
columns C and D.  However, a bank may have certain assets that fall within the definition of "securities" in 
FASB Statement No. 115 (e.g., nonrated industrial development obligations) that the bank has designated 
as "available-for-sale" which are reported for purposes of the Report of Condition in a balance sheet 
category other than "Securities" (e.g., "Loans and lease financing receivables").  Loans and leases held 
for sale should be reported in Schedule RC, item 4.a, "Loans and leases held for sale," and in 
Schedule RC-C. 

Item Instructions 

Item No. Caption and Instructions 

ASSETS 

1 U.S. Treasury securities (in domestic offices).  Report the total fair value of securities 
issued by the U.S. Treasury (as defined for Schedule RC-B, item 1, "U.S. Treasury 
securities") held for trading (in domestic offices). 

2 U.S. Government agency obligations (in domestic offices).  Report the total fair value of 
all obligations of U.S. Government agencies (as defined for Schedule RC-B, item 2, "U.S. 
Government agency obligations") held for trading (in domestic offices).  Exclude mortgage-
backed securities. 

3 Securities issued by states and political subdivisions in the U.S. (in domestic offices). 
Report the total fair value of all securities issued by states and political subdivisions in the 
United States (as defined for Schedule RC-B, item 3, "Securities issued by states and political 
subdivisions in the U.S.") held for trading (in domestic offices). 

4 Mortgage-backed securities (in domestic offices).  Report in the appropriate subitem the 
total fair value of all mortgage-backed securities held for trading (in domestic offices). 
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Item No. Caption and Instructions 

4.a Pass-through securities issued or guaranteed by FNMA, FHLMC, or GNMA.  Report the 
total fair value of all pass-through securities issued or guaranteed by FNMA, FHLMC, or 
GNMA (as defined for Schedule RC-B, item 4.a.(1), Pass-through securities "Guaranteed by 
GNMA," and item 4.a.(2), Pass-through securities "Issued by FNMA and FHLMC") held for 
trading (in domestic offices). 

4.b Other mortgage-backed securities issued or guaranteed by FNMA, FHLMC, or GNMA. 
Report the total fair value of all other mortgage-backed securities issued by FNMA, FHLMC, 
or GNMA (as defined for Schedule RC-B, item 4.b.(1), Other mortgage-backed securities 
"Issued or guaranteed by FNMA, FHLMC, or GNMA") held for trading (in domestic offices). 

4.c All other mortgage-backed securities.  Report the total fair value of all other 
mortgage-backed securities (as defined for Schedule RC-B, item 4.a.(3), "Other pass-through 
securities," item 4.b.(2), Other mortgage-backed securities "Collateralized by MBS issued or 
guaranteed by FNMA, FHLMC, or GNMA," and item 4.b.(3), "All other mortgage-backed 
securities") held for trading (in domestic offices). 

5 Other debt securities (in domestic offices).  Report the total fair value of all other debt 
securities (as defined for Schedule RC-B, item 5, “Asset-backed securities," and item 6, 
"Other debt securities") held for trading (in domestic offices). 

6-8 Not applicable. 

9 Other trading assets (in domestic offices).  Report the total fair value of all trading assets 
(in domestic offices) that cannot properly be reported in items 1 through 5.  Exclude 
revaluation gains on interest rate, foreign exchange rate, commodity, equity, and credit 
derivative contracts (in domestic offices) (report in item 11 below). 

NOTE:  Item 10 is applicable only to banks filing the FFIEC 031 report form. 

10 Trading assets in foreign offices.  On the FFIEC 031 only, report the total fair value of all 
assets held for trading in foreign offices.  Exclude revaluation gains on interest rate, foreign 
exchange rate, commodity, equity, and credit derivative contracts in foreign offices (report in 
item 11.b below). 

11 Derivatives with a positive fair value.  Report (on the FFIEC 031, in the appropriate 
subitem) the amount of revaluation gains (i.e., assets) from the "marking to market" of interest 
rate, foreign exchange rate, commodity, equity, and credit derivative contracts held for trading 
purposes.  Revaluation gains and losses (i.e., assets and liabilities) from the "marking to 
market" of the reporting bank's derivative contracts executed with the same counterparty that 
meet the criteria for a valid right of setoff contained in FASB Interpretation No. 39 (e.g., those 
contracts subject to a qualifying master netting arrangement) may be reported on a net basis 
using this item and item 14 below, as appropriate.  (For further information, see the Glossary 
entry for "offsetting.") 
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Item No. Caption and Instructions 

NOTE:  Items 11.a and 11.b are applicable only to banks filing the FFIEC 031 report form. 

11.a In domestic offices.  On the FFIEC 031 only, report the amount of revaluation gains 
(i.e., assets) from the "marking to market" of interest rate, foreign exchange rate, commodity, 
equity, and credit derivative contracts held for trading purposes in domestic offices.  To the 
extent that the bank performs its "marking to market" of these contracts on a consolidated 
basis and nets the resulting revaluation gains and losses (i.e., assets and liabilities) for other 
financial reporting purposes as described in the instruction to item 11 above, but cannot 
readily determine separate asset amounts for its domestic offices and for its foreign offices, 
the asset amounts reported in this item may include revaluation gains and losses on 
derivative contracts with the same counterparty in both domestic and foreign offices. 

11.b In foreign offices.  On the FFIEC 031 only, report the amount of revaluation gains 
(i.e., assets) from the "marking to market" of interest rate, foreign exchange rate, commodity, 
equity, and credit derivative contracts held for trading purposes in foreign offices. 

12 Total trading assets.  Report the sum of items 1 through 11.  This amount must equal 
Schedule RC, item 5, "Trading assets." 

LIABILITIES 

13 Liability for short positions.  Report the total fair value of the reporting bank's liabilities 
resulting from sales of assets that the reporting bank does not own (see the Glossary entry for 
"short position"). 

14 Derivatives with a negative fair value.  Report the amount of revaluation losses 
(i.e., liabilities) from the "marking to market" of interest rate, foreign exchange rate, 
commodity, equity, and credit derivative contracts held for trading purposes.  Revaluation 
gains and losses (i.e., assets and liabilities) from the "marking to market" of the reporting 
bank's interest rate, foreign exchange rate, commodity, equity, and credit derivative contracts 
executed with the same counterparty that meet the criteria for a valid right of setoff contained 
in FASB Interpretation No. 39 (e.g., those contracts subject to a qualifying master netting 
arrangement) may be reported on a net basis using this item and item 11 above, as 
appropriate.  (For further information, see the Glossary entry for "offsetting.") 

15 Total trading liabilities.  Report the sum of items 13 and 14.  This amount must equal 
Schedule RC, item 15, "Trading liabilities." 
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FFIEC 031 and 041 RC-L – DERIVATIVES AND OFF-BALANCE SHEET 

SCHEDULE RC-L – DERIVATIVES AND OFF-BALANCE SHEET ITEMS 

General Instructions 

Schedule RC-L should be completed on a fully consolidated basis.  In addition to information about 
derivatives, Schedule RC-L includes the following selected commitments, contingencies, and other 
off-balance sheet items that are not reportable as part of the balance sheet of the Report of Condition 
(Schedule RC).  Among the items not to be reported in Schedule RC-L are contingencies arising in 
connection with litigation.  For those asset-backed commercial paper program conduits that the reporting 
bank consolidates onto its balance sheet (Schedule RC) in accordance with FASB Interpretation No. 46 
(Revised), any credit enhancements and liquidity facilities the bank provides to the programs should not 
be reported in Schedule RC-L.  In contrast, for conduits that the reporting bank does not consolidate, the 
bank should report the credit enhancements and liquidity facilities it provides to the programs in the 
appropriate items of Schedule RC-L. 

Item Instructions 

Item No. Caption and Instructions 

Unused commitments.  Report in the appropriate subitem the unused portions of 
commitments to make or purchase extensions of credit in the form of loans or participations in 
loans, lease financing receivables, or similar transactions.  Exclude commitments that meet 
the definition of a derivative and must be accounted for in accordance with FASB Statement 
No. 133, which should be reported in Schedule RC-L, item 12. 

Report the unused portions of all credit card lines in item 1.b.  Report in items 1.a and 1.c 
through 1.e the unused portions of commitments for which the bank has charged a 
commitment fee or other consideration, or otherwise has a legally binding commitment.  Such 
commitments are to be reported in the appropriate subitem regardless of whether they 
contain "material adverse change" clauses or other provisions that are intended to relieve the 
issuer of its funding obligations under certain conditions and regardless of whether they are 
unconditionally cancelable at any time.  In the case of commitments for syndicated loans, 
report only the bank's proportional share of the commitment.  Unused commitments are to be 
reported gross, i.e., include in this item the amounts of commitments acquired from and 
conveyed to others. 

If the bank offers an overdraft protection program and it advises account holders of the 
available amount of overdraft protection, for example, when accounts are opened or on 
depositors' account statements or ATM receipts, report the available amount of overdraft 
protection on depositors' accounts in item 1.e. 

Include loan proceeds that the bank is obligated to advance, such as loan draws, construction 
progress payments, seasonal or living advances to farmers under prearranged lines of credit, 
rotating or revolving credit arrangements, including retail credit cards, or similar transactions. 
Forward agreements and commitments to issue a commitment at some point in the future are 
to be reported in this item. 

In addition, include revolving underwriting facilities (RUFs), note issuance facilities (NIFs), and 
other similar arrangements.  These are facilities under which a borrower can issue on a 
revolving basis short-term paper in its own name, but for which the underwriting banks have a 
legally binding commitment either to purchase any notes the borrower is unable to sell by the 
rollover date or to advance funds to the borrower. 
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Item No. Caption and Instructions

  1.a Revolving, open-end lines secured by 1-4 family residential properties.  Report the 
unused portions of commitments to extend credit under revolving, open-end lines of credit 
secured by 1-4 family residential properties.  These lines, commonly known as home equity 
lines, are typically secured by a junior lien and are usually accessible by check or credit card. 

1.b Credit card lines.  Report the unused portions of all commitments to extend credit both to 
individuals for household, family, and other personal expenditures and to commercial or 
industrial enterprises through credit cards.  Exclude home equity lines accessible through 
credit cards.  Banks may report unused credit card lines as of the end of their customers' last 
monthly billing cycle prior to the report date or as of the report date. 

1.c Commercial real estate, construction and land development.  Report in the appropriate 
subitem the unused portions of commitments to extend credit for commercial real estate, 
construction, and land development activities. 

1.c.(1) Commitments to fund loans secured by real estate.  Report the unused portions of 
commitments to extend credit for the specific purpose of financing commercial and multifamily 
residential properties (e.g., business and industrial properties, hotels, motels, churches, 
hospitals, and apartment buildings), provided that such commitments, when funded, would be 
reportable as either loans secured by multifamily residential properties in Schedule RC-C, 
part I, item 1.d, or loans secured by nonfarm nonresidential properties in Schedule RC-C, 
part I, item 1.e. 

Also include the unused portions of commitments to extend credit for the specific purpose of 
financing land development (i.e., the process of improving land - laying sewers, water pipes, 
etc.) preparatory to erecting new structures or the on-site construction of industrial, 
commercial, residential, or farm buildings, provided that such commitments, when funded, 
would be reportable as loans secured by real estate in Schedule RC-C, part I, item 1.a, 
"Construction, land development, and other land loans."  For this item, "construction" includes 
not only construction of new structures, but also additions or alterations to existing structures 
and the demolition of existing structures to make way for new structures.  Also include in this 
item loan proceeds the bank is obligated to advance as construction progress payments.  

Do not include general lines of credit that a borrower, at its option, may draw down to finance 
construction and land development (report in Schedule RC-L, item 1.c.(2) or item 1.e, below, 
as appropriate). 

1.c.(2) Commitments to fund loans not secured by real estate.  Report the unused portions of all 
commitments to extend credit for the specific purpose of financing commercial and residential 
real estate activities, e.g., acquiring, developing, and renovating commercial and residential 
real estate, provided that such commitments, when funded, would be reportable as 
"Commercial and industrial loans" in Schedule RC-C, part I, item 4, or as "Other loans" in 
Schedule RC-C, part I, item 9.  Include in this item loan proceeds the bank is obligated to 
advance as construction progresses. 

Such commitments generally may include: 

(1) commitments to extend credit for the express purpose of financing real estate ventures 
as evidenced by loan documentation or other circumstances connected with the loan; or 

(2) commitments made to organizations or individuals 80 percent of whose revenue or 
assets are derived from or consist of real estate ventures or holdings. 

FFIEC 031 and 041 RC-L-2 RC-L – DERIVATIVES AND OFF-BALANCE SHEET 
(3-05) 



  

  

 

FFIEC 031 and 041 RC-L – DERIVATIVES AND OFF-BALANCE SHEET 

Item No. Caption and Instructions 

1.c.(2) 
(cont.) 

Exclude from this item all commitments that, when funded, would be reportable as 
"Loans secured by real estate" in Schedule RC-C, part I, item 1.  Also exclude commitments 
made to commercial and industrial firms where the sole purpose for the financing is to 
construct a factory or office building to house the company's operations or employees. 

1.d Securities underwriting.  Report the unsold portion of the reporting bank's own takedown in 
securities underwriting transactions.  Include NIFs and RUFs in this item. 

1.e Other unused commitments.  Report the unused portion of all other commitments not 
reportable above.  Include commitments to extend credit through overdraft facilities or 
commercial lines of credit, retail check credit and related plans, and those overdraft protection 
programs in which the bank advises account holders of the available amount of protection. 

Also include commitments to extend credit secured by 1-4 family residential properties, except 
(a) revolving, open-end lines of credit secured by 1-4 family residential properties (e.g., home 
equity lines) which should be reported in Schedule RC-L, item 1.a, above, (b) commitments 
for 1-4 family residential construction and land development loans (that are secured by such 
properties) which should be reported in Schedule RC-L, item 1.c.(1), above, and (c) 
commitments that meet the definition of a derivative and must be accounted for in accordance 
with FASB Statement No. 133, which should be reported in Schedule RC-L, item 12. 

2 and 3 General Instructions for Standby Letters of Credit -- Originating banks must report in 
items 2 and 3 the full amount outstanding and unused of financial and performance standby 
letters of credit, respectively.  Include those standby letters of credit that are collateralized by 
cash on deposit, that have been acquired from others, and in which participations have been 
conveyed to others where (a) the originating and issuing bank is obligated to pay the full 
amount of any draft drawn under the terms of the standby letter of credit and (b) the 
participating banks have an obligation to partially or wholly reimburse the originating bank, 
either directly in cash or through a participation in a loan to the account party. 

For syndicated standby letters of credit where each bank has a direct obligation to the 
beneficiary, each bank must report only its share in the syndication.  Similarly, if several banks 
participate in the issuance of a standby letter of credit under a bona fide binding agreement 
which provides that (a) regardless of any event, each participant shall be liable only up to a 
certain percentage or to a certain amount and (b) the beneficiary is advised and has agreed 
that each participating bank is only liable for a certain portion of the entire amount, each bank 
shall report only its proportional share of the total standby letter of credit. 

For a financial or performance standby letter of credit that is in turn backed by a financial 
standby letter of credit issued by another bank, each bank must report the entire amount of 
the standby letter of credit it has issued in either item 2 or item 3 below, as appropriate.  The 
amount of the reporting bank's financial or performance standby letter of credit that is backed 
by the other bank's financial standby letter of credit must also be reported in either item 2.a 
or 3.a, as appropriate, since the backing of standby letters of credit has substantially the same 
effect as the conveying of participations in standby letters of credit. 

On the FFIEC 031, also include all financial and performance guarantees issued by 
foreign offices of the reporting bank pursuant to Federal Reserve Regulation K or 
Section 347.103(a)(1) of the FDIC Rules and Regulations. 
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Item No. Caption and Instructions

   2 Financial standby letters of credit (and foreign office guarantees -- for the FFIEC 031). 
Report the amount outstanding and unused as of the report date of all financial standby letters 
of credit (and all legally binding commitments to issue financial standby letters of credit) 
issued by any office of the bank.  A financial standby letter of credit irrevocably obligates the 
bank to pay a third-party beneficiary when a customer (account party) fails to repay an 
outstanding loan or debt instrument.  (See the Glossary entry for "letter of credit" for further 
information.) 

Exclude from financial standby letters of credit: 

(1) Financial standby letters of credit where the beneficiary is a consolidated subsidiary of 
the reporting bank. 

(2) Performance standby letters of credit. 

(3) Signature or endorsement guarantees of the type associated with the clearing of 
negotiable instruments or securities in the normal course of business. 

2.a Amount of financial standby letters of credit conveyed to others.  Report that portion of 
the bank's total contingent liability for financial standby letters of credit reported in 
Schedule RC-L, item 2, above, that the bank has conveyed to others.  Also include that 
portion of the reporting bank's financial standby letters of credit that are backed by other 
banks' financial standby letters of credit, as well as the portion that participating banks have 
reparticipated to others.  Participations and backings may be for any part or all of a given 
obligation. 

3 Performance standby letters of credit (and foreign office guarantees -- for the 
FFIEC 031).  Report the amount outstanding and unused as of the report date of all 
performance standby letters of credit (and all legally binding commitments to issue 
performance standby letters of credit) issued by any office of the bank.  A performance 
standby letter of credit irrevocably obligates the bank to pay a third-party beneficiary when a 
customer (account party) fails to perform some contractual non-financial obligation.  (See the 
Glossary entry for "letter of credit" for further information.) 

Exclude from performance standby letters of credit: 

(1) Performance standby letters of credit where the beneficiary is a consolidated subsidiary 
of the reporting bank. 

(2) Financial standby letters of credit. 

(3) Signature or endorsement guarantees of the type associated with the clearing of 
negotiable instruments or securities in the normal course of business.

  3.a Amount of performance standby letters of credit conveyed to others.  Report that portion 
of the bank's total contingent liability for performance standby letters of credit reported in 
Schedule RC-L, item 3, above, that the bank has conveyed to others.  Also include that 
portion of the reporting bank's performance standby letters of credit that are backed by other 
banks' financial standby letters of credit, as well as the portion that participating banks have 
reparticipated to others.  Participations and backings may be for any part or all of a given 
obligation. 
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Item No. Caption and Instructions 

41 value of those mortgage-backed and asset-backed securities reported in Schedule RC-D, 
(cont.) item 4, "Mortgage-backed securities," item 5, "Other debt securities," and, on the 

FFIEC 031 report form, item 10, "Trading assets in foreign offices," that are rated in the 
highest or second highest investment grade, e.g., AAA or AA, in the case of long-term 
ratings, or in the highest rating category, e.g., A-1 or P-1, in the case of short-term 
ratings.  If the bank does not complete Schedule RC-D, include the portion of the amount 
reported in Schedule RC, item 5, that represents the fair value of these types of trading 
assets. 

· In column E--50% risk weight, if the bank completes Schedule RC-D, include the portion 
of the amount reported in RC-D, item 3, that represents the fair value of revenue 
obligations issued by states and political subdivisions in the U.S.  Also include the fair 
value of those mortgage-backed and asset-backed securities reported in Schedule RC-D, 
item 4, "Mortgage-backed securities," item 5, "Other debt securities," and, on the 
FFIEC 031 report form, item 10, "Trading assets in foreign offices," that are rated in the 
third highest investment grade category, e.g., A, in the case of long-term ratings, or in the 
second highest rating category, e.g. A-2 or P-2, in the case of short-term ratings 
(excluding interest-only strips that are not credit-enhancing and principal-only strips, 
which must be assigned a 100 percent risk weight).  If the bank does not complete 
Schedule RC-D, include the portion of the amount reported in Schedule RC, item 5, that 
represents the fair value of these types of securities. 

· In column F--100% risk weight, include the fair value of trading assets reported in 
Schedule RC, item 5, that is not included in columns B through E.  However, for those 
mortgage-backed and asset-backed securities reported in Schedule RC, item 5, that are 
rated one category below investment grade, e.g., BB, include in column F the fair value of 
these securities multiplied by 2.

  42 All other assets.  Report in column A the sum of the amounts reported in Schedule RC, 
item 6, "Premises and fixed assets," item 7, "Other real estate owned," item 8, "Investments 
in unconsolidated subsidiaries and associated companies," item 9, "Customers' liability to this 
bank on acceptances outstanding," item 10.a, "Goodwill," item 10.b, "Other intangible 
assets," and item 11, "Other assets." 

The carrying value of any bank-owned general account insurance product included in 
Schedule RC, item 11, should be risk weighted 100 percent.  If the bank owns a separate 
account insurance product that qualifies for the "look-through" approach, the qualifying 
portion of the carrying value of this product included in Schedule RC, item 11, may be eligible 
for a risk weight less than 100 percent, but in no case less than 20 percent.  Any general 
account and stable value protection (SVP) portions of the carrying value of a separate 
account insurance product should be risk weighted at the risk weights applicable to claims on 
the insurer (100 percent) and the SVP provider (100 percent or, if appropriate, 20 percent), 
respectively.  A separate account insurance product that does not qualify for the 
"look-through" approach should receive a 100 percent risk weight.  For further information, 
see the Interagency Statement on the Purchase and Risk Management of Life Insurance, 
issued December 7, 2004. 

· In column B, include the amount of any disallowed goodwill and other disallowed 
intangible assets reported in Schedule RC-R, item 7; disallowed servicing assets and 
purchased credit card relationships reported in Schedule RC-R, item 9.a; disallowed 
deferred tax assets reported in Schedule RC-R, item 9.b; all credit-enhancing 
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Item No. Caption and Instructions 

42 interest-only strips reported in Schedule RC, item 11; all residual interests (as defined in 
(cont.) the instructions for Schedule RC-R, item 50) not eligible for the ratings-based approach; 

the fair value of derivative contracts that are reported as assets in Schedule RC, item 11; 
and the carrying value of other assets reported in Schedule RC, item 11, that act as 
credit enhancements for those recourse transactions that must be reported in 
Schedule RC-R, items 49 and 51.  Also include the amount of the bank’s investments in 
unconsolidated banking and finance subsidiaries that are reported in Schedule RC, 
item 8, and are deducted for risk-based capital purposes in Schedule RC-R, item 20. 

If the bank has residual interests in asset securitizations that are eligible for the ratings-
based approach, report the difference between these residuals' fair value carrying 
amount and their amortized cost in column B as a positive number if fair value exceeds 
cost and as a negative number (i.e., in parentheses) if cost exceeds fair value.  Also, 
include in column B as a negative number the amortized cost of any residual interests in 
asset securitizations (other than credit-enhancing interest-only strips) included in 
Schedule RC, item 11, that are rated one category below investment grade, e.g., BB. 

· In column C--0% risk weight, include the carrying value of Federal Reserve Bank stock 
included in Schedule RC-F, item 4; accrued interest receivable on assets included in the 
zero percent risk weight category (column C of Schedule RC-R, items 34 through 41); 
and the carrying value of gold bullion not held for trading that is held in the bank's own 
vault or in another bank's vault on an allocated basis. 

· In column D--20% risk weight, include the carrying value of Federal Home Loan Bank 
stock included in Schedule RC-F, item 4; accrued interest receivable on assets included 
in the 20 percent risk weight category (column D of Schedule RC-R, items 34 
through 41); and the portion of customers' acceptance liability reported in Schedule RC, 
item 9, that has been participated to other depository institutions.  (These participations in 
acceptances conveyed to other depository institutions should be included in the amount 
reported in Schedule RC-L, item 5.)  Also include the amortized cost of residual interests 
in asset securitizations (other than credit-enhancing interest-only strips) included in 
Schedule RC, item 11, that are rated in the highest or second highest investment grade, 
e.g., AAA or AA, in the case of long-term ratings, or in the highest rating category, 
e.g., A-1 or P-1, in the case of short-term ratings. 

· In column E--50% risk weight, include accrued interest receivable on assets included in 
the 50 percent risk weight category (column E of Schedule RC-R, items 34 through 41). 
Also include the amortized cost of residual interests in asset securitizations (other than 
credit-enhancing interest-only strips) included in Schedule RC, item 11, that are rated in 
the third highest investment grade, e.g., A, in the case of long-term ratings, or in the 
second highest rating category, e.g., A-2 or P-2, in the case of short-term ratings. 

· In column F--100% risk weight, include the amount of all other assets reported in 
column A that is not included in columns B through E.  However, for residual interests in 
asset securitizations (other than credit-enhancing interest-only strips) included in 
Schedule RC, item 11, include the amortized cost of those that are rated in the lowest 
investment grade category, e.g., BBB, and the amortized cost multiplied by 2 of those 
that are rated one category below investment grade, e.g., BB.

  43 Total assets. For columns A through F, report the sum of items 34 through 42.  The sum of 
columns B through F must equal column A. 
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51 For those recourse arrangements that must be included in this item that are not eligible for 
(cont.) the ratings-based approach, report in column A the outstanding principal balance of the loans 

or other financial assets that were sold with recourse, minus the amount of any recourse 
liability account associated with these transactions that is included in Schedule RC-G, item 4, 
"Other" liabilities.  For those recourse arrangements that must be included in this item that act 
as credit enhancements for asset-backed or mortgage-backed securities and to which the 
ratings-based approach applies, report in column A: 

(1) the maximum contractual remaining amount of the bank's recourse exposures that are 
subject to a risk weight of 100% or less, minus the amount of any recourse liability 
account associated with these exposures that is included in Schedule RC-G, item 4, and 

(2) two times the maximum contractual remaining amount of the bank's recourse exposures 
that are subject to a 200% risk weight, minus the amount of any recourse liability account 
associated with these exposures that is included in Schedule RC-G, item 4. 

· In column B, report 100 percent of the amount reported in column A. 

· In column C—0% risk weight, include the credit equivalent amount of financial assets 
sold with recourse (not eligible for the ratings-based approach) that, if they were 
carried as assets on the balance sheet, would meet the criteria for the zero percent risk 
weight category as described in the instructions for Risk-Weighted Assets and for 
Schedule RC-R, items 34 through 42, above. 

· In column D—20% risk weight, include the credit equivalent amount of financial assets 
sold with recourse (not eligible for the ratings-based approach) that, if they were 
carried as assets on the balance sheet, would meet the criteria for the 20 percent risk 
weight category as described in the instructions for Risk-Weighted Assets and for 
Schedule RC-R, items 34 through 42, above.  Also include in column D the credit 
equivalent amount of those recourse arrangements to which the ratings-based approach 
applies that are rated in the highest or second highest investment grade category, 
e.g., AAA or AA, in the case of long-term ratings, or in the highest rating category, 
e.g., A-1 or P-1, in the case of short-term ratings. 

· In column E—50% risk weight, include the credit equivalent amount of financial assets 
sold with recourse (not eligible for the ratings-based approach) that, if they were 
carried as assets on the balance sheet, would meet the criteria for the 50 percent risk 
weight category as described in the instructions for Risk-Weighted Assets and for 
Schedule RC-R, items 34 through 42, above.  Also include in column E the credit 
equivalent amount of those recourse arrangements to which the ratings-based approach 
applies that are rated in the third highest investment grade category, e.g., A, in the case 
of long-term ratings, or in the second highest rating category, e.g., A-2 or P-2, in the case 
of short-term ratings. 

· In column F—100% risk weight, include the portion of the credit equivalent amount 
reported in column B that is not included in columns C through E. 

52 All other off-balance sheet liabilities. Report in column A the notional amount of all other 
off-balance sheet liabilities reported in Schedule RC-L, item 9, that are covered by the risk 
based capital guidelines.  Also include in column A the notional amount of written option 
contracts that act as financial guarantees, which have been reported as derivatives in 
Schedule RC-L, item 12, but are treated as direct credit substitutes rather than derivatives for 
risk-based capital purposes.  Also include in column A the amount of those credit derivatives 
reported in Schedule RC-L, item 7, that – under the supervisory guidance issued by the 
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52 by the bank's primary federal supervisory authority – are covered by the risk-based capital 
(cont.) standards, but have not been included in any of the preceding items in the Derivatives and 

Off-Balance Sheet Items section of Schedule RC-R.  However, do not report in column A the 
notional amount of standby letters of credit issued by a Federal Home Loan Bank on behalf of 
the reporting bank that are reported in Schedule RC-L, item 9, because these letters of credit 
are not covered by the risk-based capital guidelines. 

· In column B, report 100 percent of the notional amount reported in column A. 

· In column C--0% risk weight, include the credit equivalent amount of liabilities to 
counterparties who meet, or that have guarantees or collateral that meets, the criteria for 
the zero percent risk weight category as described in the instructions for Risk-Weighted 
Assets and for Schedule RC-R, items 34 through 42, above. 

· In column D--20% risk weight, include the credit equivalent amount of liabilities to 
counterparties who meet, or that have guarantees or collateral that meets, the criteria for 
the 20 percent risk weight category as described in the instructions for Risk-Weighted 
Assets and for Schedule RC-R, items 34 through 42, above. 

· In column E--50% risk weight, include the credit equivalent amount of liabilities to 
counterparties who meet, or that have guarantees or collateral that meets, the criteria for 
the 50 percent risk weight category as described in the instructions for Risk-Weighted 
Assets and for Schedule RC-R, items 34 through 42, above. 

· In column F--100% risk weight, include the portion of the credit equivalent amount 
reported in column B that is not include in columns C through E.

  53 Unused commitments with an original maturity exceeding one year. Report in column A 
the unused portion of commitments to make or purchase extensions of credit in the form of 
loans or participations in loans, lease financing receivables, or similar transactions as 
reflected in Schedule RC-L, item 1, that have an original maturity exceeding one year and are 
subject to the risk-based capital guidelines.  Under the risk-based capital guidelines, the 
unused portion of commitments (facilities) with an original maturity of one year or less or 
which are unconditionally cancelable (without cause) at any time by the bank, provided a 
separate credit decision is made before each drawing, have a zero percent conversion factor. 
The unused portion of such commitments should be excluded from this item.  "Original 
maturity" is defined as the length of time between the date a commitment is issued and the 
date of maturity, or the earliest date on which the bank (1) is scheduled to (and as a normal 
practice actually does) review the facility to determine whether or not it should be extended 
and (2) can unconditionally cancel the commitment.  Also include in column A all revolving 
underwriting facilities (RUFs) and note issuance facilities (NIFs), regardless of maturity. 

In the case of consumer home equity or mortgage lines of credit secured by liens on 
1-4 family residential properties, a bank is deemed able to unconditionally cancel the 
commitment if, at its option, it can prohibit additional extensions of credit, reduce the credit 
line, and terminate the commitment to the full extent permitted by relevant federal law.  Retail 
credit cards and related plans, including overdraft checking plans and overdraft protection 
programs, are defined to be short-term commitments that should be converted at zero 
percent and excluded from this item 53 if the bank has the unconditional right to cancel the 
line of credit at any time in accordance with applicable law. 

For commitments providing for increases in the dollar amount of the commitment, the amount 
to be converted to an on-balance sheet credit equivalent amount and risk weighted is the 
maximum dollar amount that the bank is obligated to advance at any time during the life of 
the commitment.  This includes seasonal commitments where the dollar amount of the 
commitment increases during the customer's peak business period.  In addition, this risk-
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Memoranda 

Item No. Caption and Instructions

  2.b 1–4 family residential mortgages serviced with no recourse or other servicer-provided 
credit enhancements.  Report the outstanding principal balance of 1-to-4 family residential 
mortgage loans that the reporting bank services for others under servicing arrangements in 
which the reporting bank does not provide recourse or other servicer-provided credit 
enhancements.

  2.c Other financial assets. NOTE:  Memorandum item 2.c is to be completed if the principal 
balance of loans and other financial assets serviced for others is more than $10 million. 

Report the outstanding principal balance of loans and other financial assets, other than 1-to-4 
family residential mortgage loans, that the reporting bank services for others.  These serviced 
financial assets may include, but are not limited to, credit cards, automobile loans, and loans 
guaranteed by the Small Business Administration.  

Asset-backed commercial paper conduits.  Report the requested information on credit 
enhancements and liquidity facilities provided to asset-backed commercial paper conduits in 
Memorandum items 3.a and 3.b, respectively, regardless of whether the reporting bank must 
consolidate the conduit for reporting purposes in accordance with FASB Interpretation No. 46 
(Revised).  

  3.a Maximum amount of credit exposure arising from credit enhancements provided to 
conduit structures in the form of standby letters of credit, subordinated securities, and 
other enhancements. Report in the appropriate subitem the maximum contractual credit 
exposure remaining as of the report date under standby letters of credit, subordinated 
securities, and other credit enhancements provided by the reporting bank to asset-backed 
commercial paper conduit structures.  Do not report in these subitems a reasonable estimate 
of the probable loss under the credit enhancement provisions or the fair value of any liability 
incurred under such provisions. 

3.a.(1) Conduits sponsored by the bank, a bank affiliate, or the bank’s holding company. 
Report the unused portion of standby letters of credit, the carrying value of subordinated 
securities, and the maximum contractual amount of credit exposure arising from other credit 
enhancements that the reporting bank has provided to asset-backed commercial paper 
conduit structures sponsored by the reporting bank, an affiliate of the reporting bank, or the 
reporting bank’s holding company. 

3.a.(2) Conduits sponsored by other unrelated institutions. Report the unused portion of 
standby letters of credit, the carrying value of subordinated securities, and the maximum 
contractual amount of credit exposure arising from other credit enhancements that the 
reporting bank has provided to asset-backed commercial paper conduit structures other than 
those sponsored by the reporting bank, an affiliate of the reporting bank, or the reporting 
bank’s holding company.

  3.b Unused commitments to provide liquidity to conduit structures. Report in the 
appropriate subitem the unused portions of commitments provided by the reporting bank that 
function as liquidity facilities to asset-backed commercial paper conduit structures. Typically, 
these facilities take the form of a Backstop Line (Loan Agreement) or an Asset Purchase 
Agreement.  Under a backstop line, the reporting bank advances funds to the conduit when a 
draw is required under the liquidity facility.  The advance is secured by the cash flow of the 
underlying asset pools.  Under an asset purchase agreement, the reporting bank purchases a 
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  3.b specific pool of assets from the conduit when a draw is required under the liquidity facility. 
(cont.) Typically, the reporting bank is repaid from the cash flow on the purchased assets or from the 

sale of the purchased pool of assets. 

3.b.(1) Conduits sponsored by the bank, a bank affiliate, or the bank’s holding company. 
Report the unused portions of commitments provided by the reporting bank that function as 
liquidity facilities to asset-backed commercial paper conduit structures sponsored by the 
reporting bank, an affiliate of the reporting bank, or the reporting bank’s holding company. 

3.b.(2) Conduits sponsored by other unrelated institutions. Report the unused portions of 
commitments provided by the reporting bank that function as liquidity facilities to 
asset-backed commercial paper conduit structures other than those sponsored by the 
reporting bank, an affiliate of the reporting bank, or the reporting bank’s holding company. 

NOTE:  Memorandum item 4 is to be completed only by those banks that: 
(1) either individually or on a combined basis with their affiliated depository institutions, report 

outstanding credit card receivables that exceed, in the aggregate, $500 million as of the report date. 
Outstanding credit card receivables are the sum of: 
(a) Schedule RC-C, part I, item 6.a (column B on the FFIEC 041, column A on the FFIEC 031); 
(b) Schedule RC-S, item 1, column C; and 
(c) Schedule RC-S, item 6.a, column C. 
(Include comparable data on managed credit card receivables for any affiliated savings association.) 

OR 
(2) are credit card specialty banks as defined for purposes of the Uniform Bank Performance Report 

(UBPR).  According to the UBPR Users Guide, credit card specialty banks are currently defined as 
those banks that exceed 50% for the following two criteria: 
(a) Credit Cards plus Securitized and Sold Credit Cards divided by Total Loans plus Securitized and 

Sold Credit Cards. 
(b) Total Loans plus Securitized and Sold Credit Cards divided by Total Assets plus Securitized and 

Sold Credit Cards. 

Outstanding credit card fees and finance charges.  Report the amount outstanding of 
credit card fees and finance charges that the bank has securitized and sold in connection 
with its securitization and sale of the credit card receivables reported in Schedule RC-S, 
item 1, column C. 
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Bankers Acceptances (cont.): 
(3) Acceptances owned by the reporting bank -- The treatment of acceptances owned or held by the 

reporting bank (whether acquired by initial discount or subsequent purchase) depends upon 
whether the acceptances are held for trading, for sale, or in portfolio and upon whether the 
acceptances held have been accepted by the reporting bank or by other banks. 

All acceptances held for trading by the reporting bank (whether acceptances of the reporting bank 
or of other banks) are to be reported in Schedule RC, item 5, "Trading assets."  Banks that must 
complete Schedule RC-D, Trading Assets and Liabilities, will identify these holdings (in domestic 
offices) in item 9, "Other trading assets (in domestic offices).”  Banks with foreign offices that 
must complete Schedule RC-D will identify these holdings in foreign offices in item 10, “Trading 
assets in foreign offices." 

The reporting bank's holdings of acceptances other than those held for trading (whether 
acceptances of the reporting bank or of other banks) are to be reported in Schedule RC, item 4.a, 
"Loans and leases held for sale," or in item 4.b, "Loans and leases, net of unearned income," as 
appropriate, and in Schedule RC-C, part I, “Loans and Lease financing receivables.” 

In Schedule RC-C, part I, the reporting bank's holdings of other banks' acceptances, other than 
those held for trading, are to be reported in "Loans to depository institutions and acceptances of 
other banks" (item 2).  On the other hand, the bank's holdings of its own acceptances, other than 
those held for trading, are to be reported in Schedule RC-C, part I, according to the account party 
of the draft.  Thus, holdings of own acceptances for which the account parties are commercial or 
industrial enterprises are to be reported in Schedule RC-C, part I, in "Commercial and industrial 
loans" (item 4); holdings of own acceptances for which the account parties are other banks (e.g., 
in connection with the refinancing of another acceptance or for the financing of dollar exchange) 
are to be reported in Schedule RC-C, part I, in "Loans to depository institutions and acceptances 
of other banks" (item 2); and holdings of own acceptances for which the account parties are 
foreign governments or official institutions (e.g., for the financing of dollar exchange) are to be 
reported in Schedule RC-C, part I, "Loans to foreign governments and official institutions" (item 7). 

The difference in treatment between holdings of own acceptances and holdings of other banks' 
acceptances reflects the fact that, for other banks' acceptances, the holding bank's immediate 
claim is on the accepting bank, regardless of the account party or of the purpose of the loan.  On 
the other hand, for its holdings of its own acceptances, the bank's immediate claim is on the 
account party named in the accepted draft. 

If the account party prepays its acceptance liability on an acceptance of the reporting bank that is 
held by the reporting bank (in the held-for-sale account, in the loan portfolio, or as trading assets) 
so as to immediately reduce its indebtedness to the reporting bank, the recording of the holding --
in "Commercial and industrial loans," "Loans to depository institutions and acceptances of other 
banks," or "Trading assets," as appropriate -- is reduced by the prepayment. 

Bank-Owned Life Insurance:  FASB Technical Bulletin No. 85-4, "Accounting for Purchases of Life 
Insurance," addresses the accounting for bank-owned life insurance.  According to this technical 
bulletin, only the amount that could be realized under the insurance contract as of the balance sheet 
date should be reported as an asset.  This amount is the cash surrender value reported to the institution 
by the insurance carrier less any applicable surrender charges not reflected by the insurance carrier in 
the reported cash surrender value, i.e., the net cash surrender value.  Because there is no right of 
offset, an investment in bank-owned life insurance should be reported as an asset separately from any 
related deferred compensation liability. 
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Bank-Owned Life Insurance (cont.): 
The net cash surrender value of bank-owned life insurance policies as of the report date should be 
reported on the balance sheet in Schedule RC, item 11, “Other assets,” and in Schedule RC-F, item 5, 
“All other assets.”  If this amount is greater than $25,000 and exceeds 25 percent of the amount 
reported in Schedule RC-F, item 5, it should be reported in Schedule RC-F, item 5.b.  The net earnings 
(losses) on or the net increases (decreases) in the net cash surrender value of bank-owned life 
insurance should be reported in the income statement in Schedule RI, item 5.l, "Other noninterest 
income."  Alternatively, the gross earnings (losses) on or increases (decreases) in net cash surrender 
value may be reported in Schedule RI, item 5.l, and the life insurance policy expenses may be reported 
in Schedule RI, Item 7.d, "Other noninterest expense."  If the earnings (losses) on or the increases 
(decreases) in the net cash surrender value that are reported in Schedule RI, item 5.l, are greater than 
1 percent of the sum of total interest income and total noninterest income, this amount should be 
reported in Schedule RI-E, item 1.b. 

Banks, U.S. and Foreign:  In the classification of banks as customers of the reporting bank, distinctions 
are drawn for purposes of the Reports of Condition and Income between "U.S. banks" and "commercial 
banks in the U.S." and between "foreign banks" and "banks in foreign countries."  Some report items 
call for one set of these categories and other items call for the other set.  The distinctions center around 
the inclusion or exclusion of foreign branches of U.S. banks and U.S. branches and agencies of foreign 
banks.  For purposes of describing the office location of banks as customers of the reporting bank, the 
term "United States" covers the 50 states of the United States, the District of Columbia, Puerto Rico, 
and U.S. territories and possessions.  (This is in contrast to the usage with respect to the offices of the 
reporting bank, where U.S.-domiciled Edge and Agreement subsidiaries and IBFs are included in 
"foreign" offices.  Furthermore, for banks chartered and headquartered in the 50 states of the United 
States and the District of Columbia, offices of the reporting bank in Puerto Rico and U.S. territories and 
possessions are also included in “foreign” offices, but, for banks chartered and headquartered in Puerto 
Rico and U.S. territories and possessions, offices of the reporting bank in Puerto Rico and U.S. 
territories and possessions are included in “domestic” offices.) 

U.S. banks - The term "U.S. banks" covers both the U.S. and foreign branches of banks chartered and 
headquartered in the U.S. (including U.S.-chartered banks owned by foreigners), but excluding U.S. 
branches and agencies of foreign banks.  On the other hand, the term "banks in the U.S." or 
"commercial banks in the U.S." (the institutional coverage of which is described in detail later in this 
entry) covers the U.S. offices of U.S. banks (including their IBFs) and the U.S. branches and agencies 
of foreign banks, but excludes the foreign branches of U.S. banks. 

Foreign banks - Similarly, the term "foreign banks" covers all branches of banks chartered and 
headquartered in foreign countries (including foreign banks owned by U.S. nationals and institutions), 
including their U.S.-domiciled branches and agencies, but excluding the foreign branches of U.S. 
banks.  In contrast, the term "banks in foreign countries" covers foreign-domiciled branches of banks, 
including the foreign branches of U.S. banks, but excluding the U.S. branches and agencies of foreign 
banks. 
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Business Combinations (cont.): 
plans, and any other current assets.1  If any excess remains after reducing to zero the amounts that 
otherwise would have been assigned to those assets, that remaining excess shall be recognized as an 
extraordinary gain, generally in the period in which the business combination is completed, and 
reported in Schedule RI, item 11, "Extraordinary items and other adjustments, net of income taxes." 

Under the purchase method, the historical equity capital balances of the acquired business are not to 
be carried forward to the balance sheet of the combined bank.  The operating results of the acquired 
bank or business are to be included in the income and expenses of the reporting bank only from the 
date of acquisition. 

Push down accounting -- Push down accounting is the establishment of a new accounting basis for a 
bank in its separate financial statements as a result of it becoming substantially wholly owned via a 
purchase transaction or a series of purchase transactions.  Under push down accounting, when a bank 
becomes substantially wholly owned, yet retains its separate corporate existence, the bank's assets and 
liabilities are restated based on the amount or amounts paid to purchase the bank's voting stock.  The 
purchase cost should be allocated to the bank's assets and liabilities based on their fair values as of the 
date(s) of the purchase transaction(s).  When the bank becomes substantially wholly owned, but less 
than 100 percent owned, values should be assigned to the bank's assets and liabilities based on the 
proportional change in ownership.  If the ownership interests in the bank were acquired in a series of 
purchase transactions, the assigned values would reflect the proportional change from each transaction 
in the series.  These values, including any goodwill, are reflected in the separate financial statements of 
the acquired bank as well as in any consolidated financial statements of the bank's parent. 

Push down accounting is required for purposes of the Reports of Condition and Income if a bank's voting 
stock becomes at least 95 percent owned, directly or indirectly, by an investor (which may be a holding 
company) or a group of investors working collaboratively, and the bank does not have outstanding 
publicly traded debt or preferred stock that may impact the investor's or group of investors' ability to 
control the form of ownership.  Push down accounting also is required if the bank's separate financial 
statements are presented on a push down basis in reports filed with the Securities and Exchange 
Commission.  Push down accounting may also be used when a bank's voting stock becomes at least 
80 percent, but less than 95 percent, owned by an investor or a group of investors working 
collaboratively.  When determining whether a bank has become substantially wholly owned, it is 
appropriate to aggregate the holdings of those investors who both "mutually promote" the acquisition and 
"collaborate" on the subsequent control of the acquired bank (the collaborative group). 

In all cases, the bank's primary federal supervisory authority reserves the right to determine whether or 
not a bank must use push down accounting for purposes of the Reports of Condition and Income. 

When push down accounting is used by a bank in the preparation of its Reports of Condition and 
Income, both of the following conditions should be met: 

(1) An arm's-length purchase acquisition or series of purchase transactions resulting in the bank 
becoming substantially wholly owned (at least 80 percent) must have occurred, and 

(2) The push down adjusting entries must eliminate the retained earnings account (therefore, the 
entire retained earnings of the bank before it became substantially wholly owned will not be 
available for the payment of dividends after it became substantially wholly owned). 

In the Reports of Condition and Income for the remainder of the year in which a bank applies push 
down accounting after becoming substantially wholly owned, the bank shall report the initial increase or 

1  Prior to the allocation of the excess, the acquiring entity must reassess whether all acquired assets and assumed 
liabilities have been identified and recognized and perform remeasurements to verify that the consideration paid, 
assets acquired, and liabilities assumed have been properly valued. 
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Business Combinations (cont.): 
decrease in its equity capital that results from the application of push down accounting in item 7, 
"Changes incident to business combinations, net," of Schedule RI-A, Changes in Equity Capital.  In 
addition, when push down accounting is used, no income or expense for the period of the calendar year 
prior to the date it became substantially wholly owned should be included in subsequent Reports of 
Income. 

For further information, see EITF Topic D-97, Push-Down Accounting. 

Reorganization -- A combination of two or more entities involving related parties is considered a 
reorganization and not a business combination.  For example, two subsidiary banks of a bank holding 
company may combine into one bank, which is a change in legal organization but not a change in the 
entity.  The assets and liabilities transferred in the combination are accounted for at historical cost in a 
manner similar to that described above under "pooling-of-interests method." 

A bank holding company's investment in a bank or other business that was acquired in a purchase 
business combination may differ from the book value of the net assets in that bank's or business's 
financial statements because push down accounting was not applied.  This situation will generally exist 
with respect to acquisitions that occurred prior to the September 30, 1989, effective date of the push 
down accounting instructions set forth above in this Glossary entry. 

A bank holding company may transfer its ownership interest in an acquired bank or other business to 
another one of its subsidiary banks subsequent to its acquisition of the bank or other business.  When 
this occurs, the financial statements of the surviving bank must be adjusted, as set forth in FASB 
Emerging Issues Task Force Issue No. 90-5, to reflect the assets and liabilities of the acquired bank or 
other business at the historical cost included in the holding company's financial statements.  The 
necessity and extent of such adjustments should be determined in consultation with the bank's primary 
federal supervisory authority. 

For further information on the accounting for business combinations, see FASB Statement No. 141 and 
FASB Statement No. 72, "Accounting for Certain Acquisitions of Banking or Thrift Institutions." 

Call Option:  See "derivative contracts." 

Capitalization of Interest Costs:  Interest costs associated with the construction of a building shall, if 
material, be capitalized as part of the cost of the building.  Such interest costs include both the actual 
interest incurred when the construction funds are borrowed and the interest costs imputed to internal 
financing of a construction project. 

The interest rate utilized to capitalize interest on internally financed projects in a reporting period shall 
be the rate(s) applicable to the bank's borrowings outstanding during the period.  For this purpose, a 
bank's borrowings include interest-bearing deposits and other interest-bearing liabilities. 

The interest capitalized shall not exceed the total amount of interest cost incurred by the bank during 
the reporting period. 

For further information, see FASB Statement No. 34, "Capitalization of Interest Costs," as amended. 

Carrybacks and Carryforwards:  See "income taxes." 

Cash Management Arrangements:  A cash management arrangement is a group of related transaction 
accounts of a single type maintained in the same right and capacity by a customer (a single legal 
entity), whereby the customer and the financial institution understand that payments from one account 
will be honored so long as a net credit balance exists in the group of related transaction accounts taken 
as a whole.  Such accounts function as, and will be regarded for reporting and deposit insurance 
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Cash Management Arrangements (cont.): 
assessment purposes as, one account rather than separate accounts, provided adequate 
documentation of the arrangement is maintained as discussed below.  (Note:  For reporting and deposit 
insurance assessment purposes, transaction accounts of affiliates and subsidiaries of a parent 
company that are separate legal entities may not be offset because accounts of separate legal entities 
are not permitted within a bona fide cash management arrangement.) 

"Transaction accounts of a single type" means demand deposit accounts or NOW accounts, but not a 
combination thereof.  For purposes of cash management arrangements, the terms "right" and 
"capacity" relate to the form of legal ownership such as being held in an agency or trust capacity, as a 
joint tenant, or as an individual.  "Single legal entity" means a natural person, partnership, corporation, 
trust, or estate. 

The reporting bank must maintain readily available records that will allow for the verification of cash 
management arrangements.  Such documentation must provide account numbers, account titles, 
ownership of accounts, and the terms and conditions surrounding the management of the accounts, 
and must also clearly show that both the customer and the reporting bank have agreed to such terms 
and conditions.  These terms and conditions must clearly indicate the understanding that payments 
from one account will be honored as long as a net credit balance exists within the group of related 
transaction accounts taken as a whole and maintained in the same right and capacity.  A written cash 
management agreement, signed by both the customer (a single legal entity) and the reporting bank, 
accurately maintained and incorporating the above information, will be acceptable evidence of a bona 
fide cash management arrangement.  In addition, the reporting bank must maintain readily available 
records that will allow for the verification of account balances within cash management arrangements. 

See "deposits" for the definitions of transaction account, demand deposit, and NOW account.  See also 
"overdraft." 

Certificate of Deposit:  See "deposits." 

Changes in Accounting Estimates:  See "accounting changes." 

Changes in Accounting Principles:  See "accounting changes." 

Clearing Accounts:  See "suspense accounts." 

Commercial Banks in the U.S.:  See "banks, U.S. and foreign." 

Commercial Letter of Credit:  See "letter of credit." 

Commercial Paper:  Commercial paper consists of short-term negotiable promissory notes issued in the 
United States by commercial businesses, including finance companies and banks.  Commercial paper 
usually matures in 270 days or less and is not collateralized.  Commercial paper may be backed by a 
standby letter of credit from a bank, as in the case of documented discounted notes.  Holdings of 
commercial paper are to be reported as "securities" in Schedule RC-B, normally in item 6, "Other debt 
securities," unless held for trading and therefore reportable in Schedule RC, item 5, "Trading assets." 

Commodity or Bill-of-Lading Draft:  A commodity or bill-of-lading draft is a draft that is issued in 
connection with the shipment of goods.  If the commodity or bill-of-lading draft becomes payable only 
when the shipment of goods against which it is payable arrives, it is an arrival draft.  Arrival drafts are 
usually forwarded by the shipper to the collecting depository institution with instructions to release the 
shipping documents (e.g., bill of lading) conveying title to the goods only upon payment of the draft. 
Payment, however, cannot be demanded until the goods have arrived at the drawee's destination. 
Arrival drafts provide a means of insuring payment of shipped goods at the time that the goods are 
released. 

Common Stock of Unconsolidated Subsidiaries, Investments in:  See “equity method of accounting” 
and "subsidiaries." 
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Continuing Contract:  See "federal funds transactions." 

Corporate Joint Venture:  See "subsidiaries." 

Corrections of Accounting Errors:  See "accounting changes." 

Coupon Stripping, Treasury Receipts, and STRIPS:  Coupon stripping occurs when a security holder 
physically detaches unmatured coupons from the principal portion of a security and sells either the 
detached coupons or the ex-coupon security separately. (Such transactions are generally considered by 
federal bank supervisory agencies to represent "improper investment practices" for banks.)  In 
accounting for such transactions, the carrying amount of the security must be allocated between the 
ex-coupon security and the detached coupons based on their relative fair values at the date of the sale 
in accordance with FASB Statement No. 140.  (See the Glossary entry for "transfers of financial 
assets.") 

Detached U.S. Government security coupons and ex-coupon U.S. Government securities that are held 
for purposes other than trading, whether resulting from the coupon stripping activities of the reporting 
bank or from its purchase of stripped securities, shall be reported as "Other domestic debt securities" in 
Schedule RC-B, item 6.a.  The amount of any discount or premium relating to the detached coupons or 
ex-coupon securities must be amortized.  (See the Glossary entry for "premiums and discounts.") 

A variation of coupon stripping has been developed by several securities firms which have marketed 
instruments with such names as CATS (Certificates of Accrual on Treasury Securities), 
TIGR (Treasury Investment Growth Receipts), COUGAR (Certificates on Government Receipts), 
LION (Lehman Investment Opportunity Notes), and ETR (East Treasury Receipts).  A securities dealer 
purchases U.S. Treasury securities, delivers them to a trustee, and sells receipts representing the 
rights to future interest and/or principal payments on the U.S. Treasury securities held by the trustee. 
Such Treasury receipts are not an obligation of the U.S. Government and, when held for purposes 
other than trading, shall be reported as "Other domestic debt securities" in Schedule RC-B, item 6.a. 
The discount on these Treasury receipts must be accreted. 

Under a program called Separate Trading of Registered Interest and Principal of Securities (STRIPS), 
the U.S. Treasury has issued certain long-term note and bond issues that are maintained in the 
book-entry system operated by the Federal Reserve Banks in a manner that permits separate trading 
and ownership of the interest and principal payments on these issues.  Even after the interest or 
principal portions of U.S. Treasury STRIPS have been separately traded, they remain obligations of the 
U.S. Government.  STRIPS held for purposes other than trading shall be reported as U.S. Treasury 
securities in Schedule RC-B, item 1.  The discount on separately traded portions of STRIPS must be 
accreted. 

Detached coupons, ex-coupon securities, Treasury receipts, and U.S. Treasury STRIPS held for 
trading purposes shall be reported at fair value in Schedule RC, item 5. 

Custody Account:  A custody account is one in which securities or other assets are held by a bank on 
behalf of a customer under a safekeeping arrangement.  Assets held in such capacity are not to be 
reported in the balance sheet of the reporting bank nor are such accounts to be reflected as a liability. 
Assets of the reporting bank held in custody accounts at other banks are to be reported on the reporting 
bank's balance sheet in the appropriate asset categories as if held in the physical custody of the 
reporting bank. 

Dealer Reserve Account:  A dealer reserve account arises when a bank purchases at full face value a 
dealer's installment note receivables, but credits less than the full face value directly to the dealer's 
account.  The remaining amount is credited to a separate dealer reserve account.  That account is held 
by the bank as collateral for the installment notes and, for reporting purposes, is treated as a deposit in 
the appropriate items of Schedule RC-E.  The bank will subsequently disburse to the dealer 
predetermined portions of the reserve as the purchased notes are paid in a timely manner. 
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Derivative Contracts (cont.): 
specifically identified as a single transaction or a group of individual transactions, the occurrence of the 
forecasted transaction is probable, and certain other criteria specified in Statement No. 133 are met.  If 
the hedged transaction is a group of individual transactions, those individual transactions must share 
the same risk exposure for which they are designated as being hedged. 

An institution should discontinue prospectively its use of fair value or cash flow hedge accounting for an 
existing hedge if any of the qualifying criteria for hedge accounting is no longer met; the derivative 
expires or is sold, terminated, or exercised; or the institution removes the designation of the hedge. 
When this occurs for a cash flow hedge, the net gain or loss on the derivative should remain in 
“Accumulated other comprehensive income” and be reclassified into earnings in the periods during 
which the hedged forecasted transaction affects earnings.  However, if it is probable that the forecasted 
transaction will not occur by the end of the originally specified time period (as documented at the 
inception of the hedging relationship) or within an additional two-month period of time thereafter (except 
as noted in Statement No. 133), the derivative gain or loss reported in “Accumulated other 
comprehensive income” should be reclassified into earnings immediately. 

For a fair value hedge, in general, if a periodic assessment of hedge effectiveness indicates 
noncompliance with the highly effective criterion that must be met in order to qualify for hedge 
accounting, an institution should not recognize adjustment of the carrying amount of the hedged item 
for the change in the item’s fair value attributable to the hedged risk after the last date on which 
compliance with the effectiveness criterion was established. 

With certain limited exceptions, a nonderivative instrument, such as a U.S. Treasury security, may not 
be designated as a hedging instrument. 

Reporting Derivative Contracts 

When an institution enters into a derivative contract, it should classify the derivative as either held for 
trading or held for purposes other than trading (end-user derivatives) based on the reasons for entering 
into the contract.  All derivatives must be reported at fair value on the balance sheet (Schedule RC). 

Trading derivatives with positive fair values should be reported as trading assets in Schedule RC, 
item 5.  Trading derivatives with negative fair values should be reported as trading liabilities in 
Schedule RC, item 15.  Changes in the fair value (that is, gains and losses) of trading derivatives 
should be recognized currently in earnings and included in Schedule RI, item 5.c, “Trading revenue.” 

Freestanding derivatives held for purposes other than trading (and embedded derivatives that must 
be accounted for separately under Statement No. 133, which the bank has chosen to present separately 
from the host contract on the balance sheet) that have positive fair values should be included in 
Schedule RC-F, item 5, "All other assets."  If the total fair value of these derivatives exceeds 25 percent of 
"All other assets," this amount should be disclosed in Schedule RC-F, item 5.d.  Freestanding derivatives 
held for purposes other than trading (and embedded derivatives that must be accounted for separately 
under Statement No. 133, which the bank has chosen to present separately from the host contract on the 
balance sheet) that have negative fair values should be included in Schedule RC-G, item 4, "All other 
liabilities."  If the total fair value of these derivatives exceeds 25 percent of "All other liabilities," this amount 
should be disclosed in Schedule RC-G, item 4.d.  Net gains (losses) on derivatives held for purposes other 
than trading that are not designated as hedging instruments should be recognized currently in earnings 
and reported consistently as either “Other noninterest income” or “Other noninterest expense” in 
Schedule RI, item 5.l or item 7.d, respectively. 

Netting of derivative assets and liabilities is prohibited on the balance sheet except as permitted under 
FASB Interpretation No. 39.  See the Glossary entry for "offsetting." 
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Derivative Contracts (cont.): 
Banks must report the notional amounts of their derivative contracts (both freestanding derivatives 
and embedded derivatives that must be accounted for separately from their host contract under Statement 
No. 133) by risk exposure in Schedule RC-L, first by type of contract in Schedule RC-L, item 12, and 
then by purpose of contract (i.e., trading, other than trading) in Schedule RC-L, items 13 and 14.  Banks 
must then report the gross fair values of their derivatives, both positive and negative, by risk exposure 
and purpose of contract in Schedule RC-L, item 15.  However, these items exclude credit derivatives, 
the notional amounts and gross fair values of which must be reported in Schedule RC-L, item 7. 

Discounts:  See "premiums and discounts." 

Dividends:  Cash dividends are payments of cash to stockholders in proportion to the number of shares 
they own.  Cash dividends on preferred and common stock are to be reported on the date they are 
declared by the bank's board of directors (the declaration date) by debiting "retained earnings" and 
crediting "dividends declared not yet payable," which is to be reported in other liabilities.  Upon payment 
of the dividend, "dividends declared not yet payable" is debited for the amount of the cash dividend with 
an offsetting credit, normally in an equal amount, to "dividend checks outstanding" which is reportable in 
the "demand deposits" category of the bank's deposit liabilities. 

A liability for dividends payable may not be accrued in advance of the formal declaration of a dividend 
by the board of directors.  However, the bank may segregate a portion of retained earnings in the form 
of a net worth reserve in anticipation of the declaration of a dividend. 

Stock dividends are distributions of additional shares to stockholders in proportion to the number of 
shares they own.  Stock dividends are to be reported by transferring an amount equal to the fair value 
of the additional shares issued from retained earnings to a category of permanent capitalization 
(common stock and surplus).  However, the amount transferred from retained earnings must be 
reduced by the amount of any mandatory and discretionary transfers previously made (such as those 
from retained earnings to surplus for increasing the bank's legal lending limit) provided such transfers 
have not already been used to record a stock dividend.  In any event, the amount transferred from 
retained earnings may not be less than the par or stated value of the additional shares being issued. 

Property dividends, also known as dividends in kind, are distributions to stockholders of assets other 
than cash.  The transfer of securities of other companies, real property, or any other asset owned by 
the reporting bank to a stockholder or related party is to be recorded at the fair value of the asset on the 
declaration date of the dividend.  A gain or loss on the transferred asset must be recognized in the 
same manner as if the property had been disposed of in an outright sale at or near the declaration date.
 In those instances where a bank transfers bank premises to a parent holding company in the form of a 
property dividend and the parent immediately enters into a sale-leaseback transaction with a third party, 
the gain must be deferred by the bank and amortized over the life of the lease. 

Domestic Office:  For purposes of these reports, a domestic office of the reporting bank is a branch or 
consolidated subsidiary (other than an Edge or Agreement subsidiary) located in the 50 states of the 
United States or the District of Columbia or a branch on a U.S. military facility wherever located. 
However, if the reporting bank is chartered and headquartered in Puerto Rico or a U.S. territory or 
possession, a branch or consolidated subsidiary located in the 50 states of the United States, the 
District of Columbia, Puerto Rico, or a U.S. territory or possession is a domestic office.  The domestic 
offices of the reporting bank exclude all International Banking Facilities (IBFs); all offices of Edge and 
Agreement subsidiaries, including their U.S. offices; and all branches and other consolidated 
subsidiaries of the bank located in foreign countries. 

Domicile:  Domicile is used to determine the foreign (non-U.S. addressee) or domestic (U.S. addressee) 
status of a customer of the reporting bank for the purposes of these reports.  Domicile is determined by 
the principal residence address of an individual or the principal business address of a corporation, 
partnership, or sole proprietorship.  If other addresses are used for correspondence or other purposes, 
only the principal address, insofar as it is known to the reporting bank, should be used in determining 
whether a customer should be regarded as a U.S. or non-U.S. addressee. 
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Foreign Debt Exchange Transactions:  Foreign debt exchange transactions generally fall into three 
categories:  (1) loan swaps, (2) debt/equity swaps, and (3) debt-for-development swaps.  These 
transactions are to be reported in the Reports of Condition and Income in accordance with generally 
accepted accounting principles as summarized below.  The accounting pronouncements mentioned 
below should be consulted for more detailed reporting guidance in these areas. 

Generally accepted accounting principles require that these transactions be reported at their fair value. 
There is a significant amount of precedent in the accounting for exchange transactions to consider both 
the fair value of the consideration given up as well as the fair value of the assets received in arriving at 
the most informed valuation, especially if the value of the consideration given up is not readily 
determinable or may not be a good indicator of the value received.  It is the responsibility of 
management to make the valuation considering all of the circumstances.  Such valuations are subject 
to examiner review. 

Among the factors to consider in determining fair values for foreign debt exchange transactions are: 

(1) Similar transactions for cash; 

(2) Estimated cash flows from the debt or equity instruments or other assets received; 

(3) Market values, if any, of similar instruments; and 

(4) Currency restrictions, if any, affecting payments on or sales of the debt or equity instruments, local 
currency, or other assets received, including where appropriate those affecting the repatriation of 
capital. 

Losses arise from swap transactions when the fair value determined for the transaction is less than the 
recorded investment in the sovereign debt and other consideration paid, if any.  Such losses should 
generally be charged to the allowance for loan and lease losses (or allocated transfer risk reserve, if 
appropriate) and must include any discounts from official exchange rates that are imposed by sovereign 
obligors as transaction fees.  All other fees and transaction costs involved in such transactions must be 
charged to expense as incurred. 

Loss recoveries or even gains might be indicated in a swap transaction as a result of the valuation 
process.  However, due to the subjective nature of the valuation process, such loss recoveries or gains 
ordinarily should not be recorded until the debt or equity instruments, local currency, or other assets 
received in the exchange transaction are realized in unrestricted cash or cash equivalents. 

Loan swaps -- The reporting guidance for this type of transaction is presented in the AICPA's Notice to 
Practitioners, "Accounting for Foreign Loan Swaps," issued on May 27, 1985. 

Foreign loan swaps, or debt/debt swaps, involve the exchange of one foreign loan for another.  This 
type of transaction represents an exchange of monetary assets that must be reported at current fair 
value.  Normally, when monetary assets are exchanged, with or without additional cash payments, and 
the parties have no remaining obligations to each other, the earnings process is complete. 

Debt/equity swaps -- The reporting treatment for this type of transaction is presented in AICPA Practice 
Bulletin No. 4, "Accounting for Foreign Debt/Equity Swaps." 

A foreign debt/equity swap represents an exchange of monetary for nonmonetary assets that must be 
measured at fair value.  This type of swap is typically accomplished when holders of U.S. 
dollar-denominated sovereign debt agree to convert that debt into approved local equity investments. 
The holders are generally credited with local currency at the official exchange rate.  A discount from the 
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Foreign Debt Exchange Transactions (cont.): 
official exchange rate is often imposed as a transaction fee.  The local currency is generally not 
available to the holders for any purposes other than approved equity investments.  Restrictions may be 
placed on dividends on the equity investments and capital usually cannot be repatriated for several 
years. 

In arriving at the fair value of the transaction, both the secondary market price of the debt given up and 
the fair value of the equity investment or assets received should be considered. 

Debt-for-development swaps -- In this type of exchange, sovereign debt held by a bank is generally 
purchased by a nonprofit organization or contributed to the nonprofit the nonprofit organization.  When 
the sovereign debt is purchased by or donated to a nonprofit organization, the organization may enter 
into an agreement with the debtor country to cancel the debt in return for the country's commitment to 
provide local currency or other assets for use in connection with specific projects or programs in that 
country.  Alternatively, a bank may exchange the sovereign debt with the country and receive local 
currency.  In this alternative, the local currency will be donated or sold to the nonprofit organization for 
use in connection with specific projects or programs in that country. 

These transactions, including amounts charged to expense as donations, must be reported at their fair 
values in accordance with generally accepted accounting principles applicable to foreign debt exchange 
transactions.  This includes appropriate consideration of the market value of the instruments involved in 
the transaction and the fair value of any assets received, taking into account any restrictions that would 
limit the use of the assets.  In debt-for-development swaps where a bank receives local currency in 
exchange for the sovereign loan it held and the local currency has no restrictions on its use and is freely 
convertible, it is generally appropriate for fair value to be determined by valuing the local currency 
received at its fair market exchange value. 

Foreign Governments and Official Institutions:  Foreign governments and official institutions are 
central, state, provincial, and local governments in foreign countries and their ministries, departments, 
and agencies.  These include treasuries, ministries of finance, central banks, development banks, 
exchange control offices, stabilization funds, diplomatic establishments, fiscal agents, and nationalized 
banks and other banking institutions that are owned by central governments and that have as an 
important part of their function activities similar to those of a treasury, central bank, exchange control 
office, or stabilization fund.  For purposes of these reports, other government-owned enterprises are 
not included. 

Also included as foreign official institutions are international, regional, and treaty organizations, such 
as the International Monetary Fund, the International Bank for Reconstruction and Development 
(World Bank), the Bank for International Settlements, the Inter-American Development Bank, and the 
United Nations. 

Foreign Office:  For purposes of these reports, a foreign office of the reporting bank is a branch or 
consolidated subsidiary located in a foreign country; an Edge or Agreement subsidiary, including both 
its U.S. and its foreign offices; or an IBF.  In addition, if the reporting bank is chartered and 
headquartered in the 50 states of the United States and the District of Columbia, a branch or 
consolidated subsidiary located in Puerto Rico or a U.S. territory or possession is a foreign office. 
Branches on U.S. military facilities wherever located are treated as domestic offices, not foreign offices. 

Forward Contracts:  See "derivative contracts." 

Functional Currency:  See "foreign currency transactions and translation." 

Futures Contracts:  See "derivative contracts." 

Goodwill:  See "purchase acquisition" in the entry for "business combinations." 
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Securities Activities (cont.): 
(4) Extended Settlements -- In the U.S., regular-way settlement for federal government and federal 

agency securities (except mortgage-backed securities and derivative contracts) is one business 
day after the trade date.  Regular-way settlement for corporate and municipal securities is three 
business days after the trade date.  For mortgage-backed securities, it can be up to 60 days or 
more after the trade date.  The use of extended settlements may be offered by securities dealers 
in order to facilitate speculation on the part of the purchaser, often in connection with pair-off 
transactions.  Securities acquired through the use of a settlement period in excess of the regular-
way settlement periods in order to facilitate speculation should be reported as trading assets. 

(5) Repositioning Repurchase Agreements -- A repositioning repurchase agreement is a funding 
technique offered by a dealer in an attempt to enable an institution to avoid recognition of a loss. 
Specifically, an institution that enters into a "when-issued" trade or a "pair-off" (which may include 
an extended settlement) that cannot be closed out at a profit on the payment or settlement date will 
be provided dealer financing in an effort to fund its speculative positionuntil the security can be 
sold at a gain.  The institution purchasing the security typically pays the dealer a small margin that 
approximates the actual loss in the security.  The dealer then agrees to fund the purchase of the 
security, typically buying it back from the purchaser under a resale agreement.  Any securities 
acquired through a dealer financing technique such as a repositioning repurchase agreement that 
is used to fund the speculative purchase of securities should be reported as trading assets. 

(6) Short Sales -- A short sale is the sale of a security that is not owned.  The purpose of a short sale 
generally is to speculate on a fall in the price of the security.  (For further information, see the 
Glossary entry for "short position.") 

One other practice, referred to as "adjusted trading," is not acceptable under any circumstances. 
Adjusted trading involves the sale of a security to a broker or dealer at a price above the prevailing 
market value and the contemporaneous purchase and booking of a different security, frequently a lower-
rated or lower quality issue or one with a longer maturity, at a price above its market value.  Thus, the 
dealer is reimbursed for losses on the purchase from the institution and ensured a profit.  Such 
transactions inappropriately defer the recognition of losses on the security sold and establish an 
excessive cost basis for the newly acquired security.  Consequently, such transactions are prohibited and 
may be in violation of 18 U.S.C. Sections 1001--False Statements or Entries and 1005--False Entries. 

See also "trading account." 

Securities Borrowing/Lending Transactions:  Securities borrowing/lending transactions are typically 
initiated by broker-dealers and other financial institutions that need specific securities to cover a short 
sale or a customer's failure to deliver securities sold.  A transferee ("borrower") of securities generally is 
required to provide "collateral" to the transferor ("lender") of securities, commonly cash but sometimes 
other securities or standby letters of credit, with a value slightly higher than that of the securities 
"borrowed." 

Most securities borrowing/lending transactions do not qualify as sales under FASB Statement No. 140 
because the agreement entitles and obligates the securities lender to repurchase or redeem the 
transferred assets before their maturity.  (See the Glossary entry for "transfers of financial assets" for 
further discussion of sale criteria.)  When such transactions do not qualify as sales, securities lenders 
and borrowers should account for the transactions as secured borrowings in which cash (or securities 
that the holder is permitted by contract or custom to sell or repledge) received as "collateral" by the 
securities lender is considered the amount borrowed and the securities "loaned" are considered 
pledged as collateral against the amount borrowed.  The "loaned" securities should continue to be 
reported on the securities lender's balance sheet as available-for-sale securities, held-to-maturity 
securities, or trading assets, as appropriate.  "Loaned" securities that are reported as available-for-sale 
or held-to-maturity securities in Schedule RC-B, Securities, should also be reported as "Pledged 
securities" in Memorandum item 1 of that schedule. 
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Securities Borrowing/Lending Transactions (cont.): 
If the securities borrowing/lending transaction meets the criteria for a sale under FASB Statement 
No. 140, the lender of the securities should remove the securities from its balance sheet, record the 
proceeds from the sale of the securities (including the forward repurchase commitment), and recognize 
any gain or loss on the transaction.  The borrower of the securities should record the securities on its 
balance sheet at fair value and record the payment for the purchased assets (including the forward 
resale commitment). 

Securities, Participations in Pools of: See "repurchase/resale agreements." 

Servicing Assets and Liabilities:  The accounting and reporting standards for servicing assets and 
liabilities are set forth in FASB Statement No. 140, "Accounting for Transfers and Servicing of Financial 
Assets and Extinguishments of Liabilities" and FASB Statement No. 65, "Accounting for Certain 
Mortgage Banking Activities," as amended by Statement No. 140.  A summary of the relevant sections 
of these accounting standard follows.  For further information, see FASB Statements No. 140 and 
No. 65 and the Glossary entry for "transfers of financial assets." 

Servicing of mortgage loans, credit card receivables, or other financial assets includes, but is not limited 
to, collecting principal, interest, and escrow payments from borrowers; paying taxes and insurance from 
escrowed funds; monitoring delinquencies; executing foreclosure if necessary; temporarily investing 
funds pending distribution; remitting fees to guarantors, trustees, and others providing services; and 
accounting for and remitting principal and interest payments to the holders of beneficial interests in the 
financial assets.  Servicers typically receive certain benefits from the servicing contract and incur the 
costs of servicing the assets. 

Servicing is inherent in all financial assets; it becomes a distinct asset or liability only when contractually 
separated from the underlying financial assets by sale or securitization of the assets with servicing 
retained or by a separate purchase or assumption of the servicing.  When a bank undertakes an 
obligation to service financial assets, it must recognize a servicing asset or liability for that servicing 
contract unless it securitizes the assets, retains all of the resulting securities, and classifies the 
securities as held-to-maturity debt securities.  Servicing assets result from contracts to service financial 
assets for which the benefits of servicing (revenues from contractually specified servicing fees, late 
charges, and other ancillary sources) are expected to more than adequately compensate the servicer 
for performing the servicing.  Servicing liabilities result from contracts to service financial assets for 
which the benefits of servicing are not expected to adequately compensate the servicer for performing 
the servicing.  Contractually specified servicing fees are all amounts that, per contract, are due to the 
servicer in exchange for servicing the financial asset and would no longer be received by a servicer if 
the beneficial owners of the serviced assets or their trustees or agents were to exercise their actual or 
potential authority under the contract to shift the servicing to another servicer.  Adequate compensation 
is the amount of benefits of servicing that would fairly compensate a substitute servicer should one be 
required including the profit that would be demanded by a substitute servicer in the marketplace. 

When a bank sells or securitizes financial assets and retains the servicing asset, the bank shall allocate 
the cost of the financial assets to the servicing assets and the financial assets (without the servicing) 
based on their relative fair values.  If it is not practicable to estimate the fair values of the servicing 
assets and the financial assets (without the servicing), the entire cost shall be allocated to the financial 
assets (without the servicing) and no cost shall be allocated to the servicing assets.  If a bank incurs a 
servicing liability in a sale or securitization, the servicing liability should initially be measured at fair 
value.  If a bank securitizes assets, retains all of the resulting securities, and classifies the securities as 
held-to-maturity debt securities, no separate servicing asset or liability shall be recorded.  If a bank 
purchases servicing assets or assumes servicing liabilities in a transaction other than a sale or 
securitization of the financial assets being serviced, the asset or liability shall be recorded at fair value. 
For purchased servicing assets, the fair value ispresumptively the price paid to acquire the servicing. 
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