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Instructions for Preparation

of the Consolidated Reports

of Condition and Income for
Edge and Agreement Corporations

FR 2886b

General Instructions

The FR 2886b report must be filed quarterly by each
Edge and agreement corporation organized under Sec-
tion 25 or 25(a) of the Federal Reserve Act. All informa-
tion should reflect the consolidation of all branches, and
underlying subsidiary companies.

Reporting Basis

As noted above, the report should cover the consolidated
operations of the reporting corporation, including:

(1) thereporting corporation’s head office;
(2) any branch offices of the reporting corporation;

(3) any International Banking Facility (IBF) established
by the reporting corporation at the head office and at
any branch offices;

(4) al magority-owned foreign banks held directly by
the reporting corporation pursuant to Section 25(a)
of the Federal Reserve Act;

(5) al majority-owned subsidiaries of the reporting cor-
poration that are significant, EXCEPT subsidiary
Edge or agreement corporations;

(6) al nonsignificant majority-owned subsidiaries that
the bank has elected to consolidate on a consistent
basis.

Where this report collects information on a branch office
separately, such information should include balances of
an IBF of only that branch office. Assets and liabilities
may be reported on a net basis in this report whenever
the reporting organization hasa *‘right of setoff.” Seethe
entry for Offsetting in the Definitions section for further
information. Also see the FFIEC 031 Genera Instruc-
tions for further information on consolidation, accrual
basis reporting, and generally accepted accounting
principles.

Instructions for Preparation of Reporting Form FR 2886b
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Inactive corporations should report only if the corpora-
tion has engaged in some business activity at one time.
Corporations, such as a name saver organizations, that
have never engaged in any business activity should not
report.

Submission Date and Reporting Frequency

The term “submission date” is defined as the date by
which an Edge corporation’s completed original report
must be received by the district Federal Reserve Bank.
An official copy (non-facsimile) of the FR 2886b consist-
ing of the balance sheet, memorandum item, and all
schedules for domestic and foreign offices of banking
and nonbanking Edges should reach the Federal Reserve
Bank of the District in which the reporting office is
domiciled, no later than 30 calendar days after the close
of business of the last calendar day of the quarter (sub-
ject to the timely filing provisions set forth in the follow-
ing paragraph).

The filing of an Edge corporation’s completed original
report will be considered timely, regardless of when the
reports are received by the district Reserve Bank, if these
reports are mailed first class and postmarked no later
than the third calendar day preceding the submission
deadline. In the absence of a postmark, a corporation
whose completed original report is received late may be
called upon to provide proof of timely mailing. A * Cer-
tificate of Mailing” (U.S. Postal Service Form 3817) may
be used to provide such proof. If an overnight delivery
service is used, entry of the completed origina report
into the delivery system on the day before the submis-
sion deadline will constitute timely submission. In addi-
tion, the hand delivery of the completed original reports,
on or before the submission deadline, to the location to
which the report would otherwise be mailed is an accept-
able alternative to mailing such reports. Corporations
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General Instructions

that are unable to obtain the required directors’ signa-
tures on their completed original reports in sufficient
time to file these reports so that they are received by the
submission deadline may contact the district Reserve
Bank to which they mail their original reports to arrange
for the timely submission of their report data and the
subsequent filing of their signed reports.

15-day extension. A respondent may take an additional
15 calendar days to submit its completed report. Such
banks are urged to use the additional time only if abso-
lutely necessary and to make every effort to report as
soon as possible, preferably within the 30-day submis-
sion period.

Signatures and Attestation

The original of the report shall be manually signed on the
cover sheet of the submitted report, in the manner indi-
cated on the cover sheet, by a duly authorized officer of
the reporting institution. The title of the signing officer
shall aso be shown. The correctness of the submitted
report shall be attested by this signature. Signatures need
not be notarized. All copies shall bear the same signa
tures as on the original, but these signatures may be
facsimiles or photocopies.

Currency in Which Report is Prepared

All items in the report should be expressed in United
Sates dollars. Assets or liabilities payable in foreign
currencies should be converted into dollars at the
exchange rate prevailing on the report date.

Clarity, Completeness and Amounts
Reported

Reports should be clearly and distinctly typewritten, and
care should be exercised that each copy is clearly legible
and conforms with the printed lines on the form. Com-
puter printouts are also acceptable, provided that they
are identical in format and detail to the reporting form,
including all items and column captions. All dollar
amounts should be rounded to the nearest thousands
with the total asset figure based on unrounded numbers,
then rounded. Item captions in the report should in no
way be amended, nor should additional items be added.
An amount or the word *‘none” should be entered for
every item on the report. Except for the items listed
below, negative entries are not appropriate on the report

GEN-2

form and shall not be reported. Hence, assets with credit
balances must be reported in liability items and liabili-
ties with debit balances must be reported in asset items,
as appropriate, and in accordance with these instructions.
Negative amounts that are permitted should be enclosed
in parentheses. The items for which negative entries may
be made, if appropriate, are:

(1) Balance shest, Item 21(c), “Undivided profits and
capital reserves;”

(2) Balance sheet, Item 21(e), *“ Cumulative foreign cur-
rency translation adjustments;”” and

(3) Schedule I, Item 4, “Total qualifying capital (i.e.,
Tier 1 and Tier 2 capital) allowable under the risk-
based capital guidelines.”

On Schedule G, Income and Expenses, and on Sched-
ule H, Changes in Capital and Reserve Accounts, nega-
tive entries may appear as appropriate. Income items
with a debit balance and expense items with a credit
balance must be reported in parentheses.

Additional Forms

Copies of the FR 2886b form can be obtained from the
Federal Reserve Bank in the Federal Reserve District in
which the reporting institution is located.

Confidentiality

The Federal Reserve System regards as confidentia
the following portions of this report: for respondents
engaged in banking, Schedules E and L; for respondents
not engaged in banking, Schedule E. If it should be
determined subsequently that any other information col-
lected on this form must be released, respondents will be
notified.

Detailed Instructions

Some items on the balance sheet are also reported on
supporting schedules. Detailed instructions for those
items are found in those schedules. The content of items
on the balance sheet should be identical to the content of
the same items on the supporting schedules even though
submission of the schedules may not be required. See the
General Instructions to determine whether the supporting
schedules are required.

This report and accompanying instructions have been

Instructions for Preparation of Reporting Form FR 2886b
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General Instructions

designed to generally conform with the form and instruc-
tions to the Consolidated Reports of Condition and
Income (FFIEC 031) that U.S. banks prepare quarterly
and submit to their U.S. regulatory agencies. Unless
expressly stated otherwise, the definitions and proce-
dures used to determine individual items in this report
should conform with those used to prepare the
FFIEC 031 report. In some instances, where an FR 2886b
item is identical to an item reported on the FFIEC 031,
only a reference to the corresponding item(s) in the
FFIEC 031 instructionsis contained in brackets. Both the
reporting office totals and the IBF-only columns must be
completed if the office has IBF balances.

Banking vs. Nonbanking Designation

All respondents must designate whether their corporation
is a banking or nonbanking type in the box on the front
page of the report form. A corporation is considered to

Instructions for Preparation of Reporting Form FR 2886b
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be “engaged in banking” if it is ordinarily engaged in
the business of accepting depositsin the U.S. from nonre-
lated organizations, whether directly or through its
branch offices.

Reporting Requirements by Type

Banking Nonbanking

Schedule RC: Schedule RC:

Balance Sheet Balance Sheet

Memorandum to Memorandum to

Balance Sheet Balance Sheet

Schedules A—L Schedules E, F, G, H,
and K
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LINE ITEM INSTRUCTIONS FOR THE

Baance Shedt for

Edge and Agreement Corporations

Schedule RC

AsSsets

Detailed definitions of certain asset items will be found
in the instructions pertaining to the schedules referred to
under those items. Items 1 through 9 should exclude any
transactions with related organizations. Such transactions
should be reported gross and reported in either Item 10
or 20.

Lineltem 1 Cash and balances due from
depository institutions.

Report the amount of currency and coin, cash items in
process of collection and balances with depository insti-
tutions and central banks, (Schedule A, Item 5). Refer to
the instructions for Schedule A for further guidance.

Lineltem 2 Securities (as reported in Schedule B,
sum of item 4, columns A and D).

Report the total carrying value of the reporting organiza-
tion's holdings of debt and equity securities, excluding
those that are held for trading purposes. Debt securities
that are classified as held-to-maturity should be reported
at amortized cost. Debt securities and equity securities
that are classified as avail able-for-sale should be reported
at fair value. IBFs should report the total carrying value
of the reporting organization’s holdings of obligations of
states and political subdivisions, obligations of business
corporations, international organizations, and all other
securities evidencing debt. Refer to the instructions for
Schedule B for further guidance.

Lineltem 3 Federal funds sold and securities
purchased under agreements to resell.

Domestic offices and IBFs should include the following
in thisitem:

Instructions for Preparation of Reporting Form FR 2886b
Balance Sheet June 2001

(1) All transactions involving the disposal of immedi-
ately available funds for one business day or under-
continuing contract (defined below) regardless of the
nature of the transaction or the collateral involved;

(2) Other security resale agreements that mature in more
than one business day, other than securities pur-
chased under resale (reverse purchase) agreementsto
maturity; and

(8) Purchases of participation in pools of securities that
mature in more than one business day.

Exclude the following:

(1) Due hills purchased and similar instruments, whether
collateralized or uncollateralized (to be treated as a
loan and reported in the appropriate item of Sched-
ule C);

(2) Sdesof so-caled *“term federal funds” (i.e., sales of
immediately available funds with a maturity of more
than one business day), other than the security resale
agreements specified above (to be reported in
Item 4(3));

(3) Securities purchased under agreements to resell by
foreign branches of the reporting corporation and
“Federal funds sold” by the corporation’s foreign
branches to banks in the U.S. (to be reported in
Schedule C); and

(4) So-called yield maintenance dollar repurchase
agreements.

See entry for Federal Funds Transactions in the Defini-
tions section for definitions of various terms that are used
in the above instructions for Asset Item 3.

Lineltem 4 Loans and lease financing receivables,
net.

Report in this item all loans, including real estate loans,
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Schedule RC—Baance Sheset

commercial and industrial loans, loans to individuals,
and loansto foreign governments and official institutions.

Refer to the instructions for Schedule C for further
guidance.

Line ltem 4(a) Loans and leases, net of unearned
income.

This item should be reported net of any applicable allo-
cated transfer risk reserve.

Report the amount from Schedule C, Item 7.

Line Item 4(b) Allowance for loan and lease losses.

Report the amount of alowance for possible losses on
loans and leases, (Schedule H, Item 2(f), Column A).
This amount is determined as of the end of each report-
ing period when the management of an accrual basis
corporation evaluates the collectibility of the portfolio
of loans and lease financing receivables to bring the
“Allowance for loan and lease losses’ (‘“‘alowance’),
by means of a charge or credit to the ““ Provision for loan
and lease losses” (“‘provision’), to a level adequate to
absorb anticipated losses. Any recoveries during the
reporting period should be credited to the alowance,
and any charge-offs should be charged to the alowance.
Under no circumstances can loan and lease losses be
charged directly to ““Undivided profits and capita
reserves.”

The “Allowance for loan and lease losses” must never
have a debit balance. If losses charged off exceed the
amount of the allowance, a provision sufficient to restore
the allowance to an adequate level must be charged to
expense on the income statement immediately. A cor-
poration shall not increase the alowance account by
transferring an amount from undivided profits or any
segregation thereof to the “‘Allowance for loan and lease
losses.”

The amount of the loss to be recognized on a loan or
lease includes the difference between the current fair
value of the assets (or fair value less cost to sell for long
lived assets) received in a foreclosure or similar settle-
ment and the carrying value of the loan or lease on the
balance sheet. Such aloss shall be charged to the allow-
ance at the time of foreclosure or repossession.

After foreclosure, the asset must be carried at the lower
of (1) fair value of the asset minus the estimated costs to
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sell the asset, or (2) the cost of the asset (as defined in
the preceding paragraph). Any additional losses in value
and any gain or loss from the sale or disposition of the
asset is not to be reported as a loan or lease loss or
recovery and shall not be debited or credited to the
“Allowance for loan and lease losses.” Such additional
declines in value and the gain or loss from the sale
or disposition shall be reported net on Schedule G as
Item 5(a)(6) ** Other” or Item 7(a)(3), ** Other noninterest
expense,” as appropriate.

A corporation that does not have an alowance (i.e., that
reports on a cash basis and that has not voluntarily
established an alowance) must account for loan and
lease losses on an actual net charge-off basis. The man-
agement of such a corporation must evaluate the collect-
ibility of the loan portfolio as of the end of each quarter
and charge off al known losses at that time.

To the extent that the bad debt deduction for tax purposes
in any year is greater than or less than the *“ Provision for
loan and lease losses” for that year, the difference is
referred to as a timing difference. The tax effect of such
a timing difference shall be accounted for and reported
as a deferred income tax credit or debit component of
Item 9, “Applicable income taxes,” in Schedule G and
a so flows through to the net deferred income tax account
which is reported in *Other liabilities,” Item 18, if a
credit balance, or in “Other assets,” Item 8, if a dehit
balance. Any difference between the balance of the
“Allowance for loan and lease losses,” Item 4(b) and the
balance of the reserve for bad debts for tax purposes can
be eliminated only through subsequent differences
between the tax bad debt deduction and the **Provision
for loan and lease losses,” Item 4(a) in Schedule G (i.e.,
a reversal of the timing difference). For example, an
income statement provision that exceeds the bad debt
deduction (to be taken for tax purposes for the same
year) by the excess of the balance of the tax bad debt
reserve over the balance of the alowance as of the
beginning of the year, will give rise to an income tax
effect that eliminates the deferred income taxes associ-
ated with the aggregate timing differences from previous
years.

Line Item 4(c) Not applicable.

Line Item 4(d) Loans and leases, net of unearned
income and allowance.

Subtract 4(b) from 4(a).

Instructions for Preparation of Reporting Form FR 2886b
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Schedule RC—Baance Sheset

Lineltem 5 Customers liability on acceptances
outstanding.

Report the amount of customers' liabilities to the report-
ing office on drafts and bills of exchange that have been
accepted by this office, or by others for its account, and
are outstanding. See the Definitions section for a detailed
discussion of the treatment of bankers' acceptances.

Lineltem 6 Trading assets.

Report the value of all assets held in the organization’s
trading accounts. Report all assets and other financial
instruments held in the organization’'s trading accounts
consistently at fair value (or, if appropriate, at the lower
of cost or market). Such assets are generally held for
only a short period of time. Short sales of securities or
other assets and futures or other types of forward trans-
actions involving assets held in a trading account are not
to be reflected in the trading account nor netted against
trading account positions. Report these short positions
in Item 14, “Trading Liabilities”” Trading assets also
include the amount of revaluation gains (that is, assets)
from the “marking to market” of interest rate, foreign
exchange rate, and other off-balance-sheet commodity
and equity contracts held for trading purposes. Refer
to the FFIEC 031 instructions and glossary for further
information.

Lineltem 7 Premises and fixed assets (including
capitalized |leases).

Report the book value, less accumulated depreciation or
amortization, of al premises, equipment, furniture, and
fixtures purchased directly or acquired by means of a
capital lease. Refer to the FFIEC 031 instructions for
further information.

Line ltem 8 Other assets.

Report the total carrying value of assets that cannot be
properly reported in any of the preceding items. Some of
the assets included in this item are the positive fair value
of derivative contracts held for purposes other than trad-
ing, customers’ liability on deferred payment letters of
credit, furniture and equipment rented to others under
operating leases (net of depreciation), accounts receiv-
able, income earned or accrued but not collected, prepaid
expenses, origina art objects, margin accounts, gold,
balances with closed, inactive or liquidating institutions,

Instructions for Preparation of Reporting Form FR 2886b
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and deferred tax debit balance. Also include other rea
estate owned, which is not reported in Item 7 above.

Lineltem 9 Claims on nonrelated organizations.

Thisitem is the sum of asset Items 1 through 8 above.

Lineltem 10 Gross claims on related
organizations.

Include all credit extensions and balances with related
organizations, (Schedule E, Item 3, Column A). See the
definition of related organizations in the Definitions sec-
tion. Do not net claims on related organizations with
liabilities to related organizations.

For column B, IBF only, include gross claims on the
establishing Edge corporation.

Lineltem 11 Total Assets.

Thisitem is the sum of ltems 9 and 10.

Liabilities and Capital

Items 12 through 18 should exclude any liabilities to
related organizations. Such amounts should be reported
in Item 20, ““ Gross liabilities to related organizations.”

Line ltem 12 Deposits.

Include as deposits (1) those liabilities readily identifi-
able by name and definition as deposits, (2) al liabilities
identical to those described under Schedule D, but hav-
ing different names in foreign countries, (3) liabilities
that owing to law, custom, or banking practice in foreign
countries have characteristics analogous to those defined
in Schedule D, and (4) every other liability treated as a
deposit by law, custom or banking practicein the country
in which the liability is booked. Any nondeposit borrow-
ing should be reported as a borrowing in Liabilities,
I[tem 15, *Other borrowed money” or other liabilities
item, as appropriate.

If it is unclear whether aliability is a deposit or borrow-
ing, report the liability as a deposit.

Line Item 12(a) Total noninterest-bearing deposits.

Report the total of all noninterest-bearing deposits
included in Schedule D. Noninterest-bearing deposits
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Schedule RC—Baance Sheset

consist of deposit accounts on which the issuing deposi-
tory institution pays no compensation to the holder for
the use of the funds. Noninterest-bearing deposit
accounts include (i) matured time deposits that are not
automatically renewable (unless the deposit agreement
provides for the funds to be transferred at maturity to
another type of account) and (ii) deposits with zero
percent stated interest rate that are issued at face value.

Line Item 12(b) Total interest-bearing deposits.

Report the total of al interest-bearing deposits included
in Schedule D. Interest-bearing deposits consist of
deposit accounts on which the issuing depository institu-
tion pays compensation to the holder for the use of the
funds. Such compensation may be in the form of cash,
merchandise, or property or as a credit to an account.
Deposits with a zero percent interest rate that are issued
on adiscount basis are to be treated as interest-bearing.

Line Item 13 Federal funds purchased and
securities sold under agreements to repurchase.

Domestic offices and IBFs should include the following
in thisitem:

(1) All transactions involving the receipt of immediately
available funds for one business day only, or under
continuing contract regardless of the nature of the
transaction or the collateral involved;

(2) All securities sold under agreements to repurchase,
and similar transactions, that mature in more than
one business day (other than securities sold under
repurchase agreements to maturity); and

(3) All liabilities representing sales of participation in
pools of securities that mature in more than one
business day.

Exclude the following:

(1) Due bills issued and similar instruments, whether
collateralized or uncollateralized (to be treated
asa borrowing and reported in Item 15, *“ Other bor-
rowed money;”)

(2) Purchase of so-caled “term federal funds’ (i.e,
purchases of immediately available funds with a
maturity of more than one business day) other than
security repurchase agreements specified above (to
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be reported in Item 15, ** Other borrowed money;”)

(8) Securities sold under agreements to repurchase by
foreign branches of the reporting corporation and
““Federal funds purchased” from banksin the U.S. by
foreign branches of the corporation (to be reported in
Item 15, ** Other borrowed money;”) and

(4) So-called yield maintenance dollar repurchase
agreement.

See entry for Federal Funds Transactions in the Defini-
tions section for definitions of various terms that are used
in the above instructions for Liability Item 13.

Line Item 14 Trading liabilities.

Report the amount of liabilities from the reporting
organization’ strading activities. Include liabilities result-
ing from sales of assets that the reporting bank does not
own (see FFIEC 031 Glossary entry for *‘short posi-
tion’”) and revaluation losses from the ** marking to mar-
ket” (or the ‘‘lower of cost or market) of interest rate,
foreign exchange rate, and other off-balance sheet com-
modity and equity contracts into which the reporting
bank has entered for trading, dealer, customer accommo-
dation, and similar purposes. Refer to the FFIEC 031
instructions for further information.

Line ltem 15 Other borrowed money (including
mortgage indebtedness and obligation under capital
leases).

Report the total amount borrowed by the reporting corpo-
ration on its promissory notes, on notes and bills redis-
counted, on loans or other assets sold with recourse or
with the reporting corporation’s endorsement or guaran-
tee, on due bills issued, on assets sold that the corpora-
tion did not own, or on any other obligation for the
purpose of borrowing money. Also include any mort-
gages, liens, or capitalized lease property. Include securi-
ties sold under repurchase agreements by foreign
branches of the corporation, unless legaly defined as
deposits in the country where the liability is booked.

Line ltem 16 Liability on acceptances executed
and outstanding.

Report the amount of unmatured drafts and bills of
exchange accepted by the corporation or by other institu-
tions for its account that are outstanding. Acceptances

Instructions for Preparation of Reporting Form FR 2886b
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Schedule RC—Baance Sheset

acquired by the reporter through purchase or discount
and held as of the report date should be excluded and
reported as loans in Assets, Item 4, “Loans and lease
financing receivables, net;”” and included in Schedule C.
Liabilities for letters of credit issued for money or its
equivalent should be reported as deposits. Participation
of acceptances does not reduce the accepting Edge's
obligation to honor the full amount of the acceptance.
See the Definitions section.

Line Item 17 Subordinated notes and debentures.

Report the amount of outstanding subordinated notes and
debentures (including mandatory convertible debt).

Line ltem 18 Other liabilities.

Enter the total of any liability to nonrelated organizations
that cannot be properly reported in Items 12 through 17
above. Included here are such items as the negative fair
value of derivative contracts held for purposes other than
trading, amount of accrued and unpaid expenses, net
deferred income taxes, dividends declared but not yet
payable, liahility for deferred payment letters of credit,
deferred gains on financial contracts, unamortized loan
fees (except those that are yield-related), and others not
properly reported above.

Line ltem 19 Liabilities to nonrelated
organizations.

This item is the sum of liability Items 12 through 18
above.

Lineltem 20 Gross liabilities to related
organizations.

Report the amounts of all liahilities to related organiza-
tions, (Schedule E, I1tem 3, Column B). See the definition
of related organizationsin the Definitions section. Do not
net liabilities to related organizations against claims on
related organizations. For column B, IBF only, include
gross liabilities on the establishing Edge corporation.

Line ltem 21 Equity capital.

Equity capital represents the sum of capital stock, sur-
plus, undivided profits, and various reserve accounts.
Corporations with branches should report al equity capi-
tal items, including any undivided profits or translations
adjustments of branches, in the report filed by the head
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office. Any claims of the head office on its branches,
including any unremitted earnings of the branches,
should be included in Schedule E.

Line Item 21(a) Stock.

Report the total par value of the capital stock, both
common and preferred, or its equivaent, issued by the
corporation and outstanding.

Line Item 21(b) Surplus.

Enter the net amount formally transferred to or paid into
the surplus account or its equivalent plus any amount
received for preferred or common stock in excess of its
par value on or before the date of the report.

Line Item 21(c) Retained earnings.

Report the total amount of the corporation’s retained
earnings (undivided profits) after transfers of net income,
dividend distributions, transfers to surplus, and any other
appropriate reductions. Also include any reserves for
contingencies and other capital reserves, such asreserves
for undeclared dividends or dividends payable in capital
stock, reserves for retirement of preferred capital notes
or dividend profits, and any reserve for contingencies.
This last item represents amounts set aside for possible
unforeseen or indeterminate liabilities not otherwise
reflected on the corporation’s books and not covered by
insurance—including, for example, amounts reserved for
possible losses resulting from lawsuits, possible default
on obligations on which the reporting organization is
contingently liable, or other potential claims against the
corporation. A reserve for contingencies should not
include any element of known loss or losses, the amount
of which can be estimated with reasonable accuracy.

Line Item 21(d) Accumulated other comprehensive
income.

Report the accumulated balance of other comprehensive
income in accordance with FASB Statement No. 130,
Reporting Comprehensive Income. ** Other comprehen-
sive income” refers to revenues, expenses, gains, and
losses that under generally accepted accounting prin-
ciples are included in comprehensive income but
excluded from net income. Include in this item net unre-
aized holding gains (losses) on available-for-sale securi-
ties, accumulated net gains (losses) on cash flow hedges,
cumulative foreign currency translation adjustments,
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Schedule RC—Baance Sheset

minimum pension liability adjustment (see Schedule RC,
Item 26(b)).

Line Item 21(e) Other equity capital components.

Report the carrying value of any treasury stock and of
any unearned Employee Stock Ownership Plan (ESOP)
shares, which under generally accepted accounting prin-
ciples are reported in a contra-equity account on the
balance sheet. Also include any unearned or deferred
compensation expense that must be shown as a separate
reduction of equity capital pursuant to Accounting Prin-
ciples Board Opinion No. 25, Accounting for Stock
Issued to Employees. For further information, see the
FFIEC 031 Glossary entry for *‘treasury stock,” AICPA
Statement of Position 93-6, Employers’ Accounting for
Employee Stock Ownership Plans, and APB Opinion
No. 25.

Line Item 21(f) Total equity capital.
Enter the sum of Items 21(a) through 21(€).

Line ltem 22 Total liabilities and equity capital.
Enter the sum of Items 19, 20, and 21(f).

RC-6

Memorandum to Balance Shest:

Lineltem M1 Assets under the reporting Edge
and agreement cor poration’s management in
proprietary mutual funds and annuities.

Report the amount of assets (stated in U.S. dollars) held
by mutual funds and annuities as of the report date for
which the reporting Edge and agreement corporation or a
subsidiary of the corporation acts as investment adviser.
A general description of a proprietary product isincluded
in the instructions to FFIEC 031 Schedule RC-M, item 6.
Proprietary mutual funds and annuities are typically cre-
ated by large banking organizations and offered to cus-
tomers of the banking organization’s subisidiaries. If
neither the Edge and agreement corporation nor any
subisidiary of the corporation acts as investment adviser
for a mutua fund or annuity, report a zero or the word
“none” in thisitem.

Instructions for Preparation of Reporting Form FR 2886b
Balance Sheet June 2001



LINE ITEM INSTRUCTIONS FOR

Cash and Balances Due
From Depository Ingtitutions

Schedule A

General Instructions

This schedule must be completed only by banking Edge
corporations and banking agreement corporations.

This schedule has two columns for information on cash
and balances due from depository institutions. The first
column provides consolidated information on the report-
ing office and its IBF. The second column provides
information for only the IBF. For purposes of this report,
deposit accounts *‘due from” other depository institu-
tions that are overdrawn should be reported as borrow-
ings and included in Schedule RC, Item 15, ** Other
borrowed money.” Exclude claims on related organiza-
tions and assets held in trading accounts.

Line Item Instructions

Lineltem 1 Cash itemsin process of collection,
unposted debits, and currency and coin.

Report cash, cash items in the process of collection, and
unposted debits as defined below, including such bal-
ances booked in the IBF of the reporting office.

Cash is the total of all currency and coin owned and
held by the reporting organization and local currency and
coin in transit to or from the central bank or its equiva-
lent in the country in which the reporting organization is
domiciled.

Cash items in the process of collection include:

(1) Checksin the process of collection, drawn on bank-
ing ingtitutions® and payable immediately upon pre-
sentation, including checks aready forwarded for
collection and checks on hand which will be pre-
sented for payment or forwarded for collection on
the following business day in the country where the

1. Institutions which, by law or accepted practice in the country in
which domiciled, accept deposits as a significant part of their business.

Instructions for Preparation of Reporting Form FR 2886b
Schedule A June 2001

reporting office which is clearing or collecting the
check or draft is located. This includes checks or
drafts that have been deposited with the reporting
bank’s correspondent and for which the reporting
bank has already been given credit, but for which the
amount credited is not subject to immediate with-
drawal (*‘ledger credit” items);

(2) Checks or warrants drawn on the government (fed-
eral government equivalent) of the country in which
the reporting office is domiciled and which arein the
process of collection;

(3) Such other items in process of collection, payable
immediately upon presentation, as are customarily
cleared or collected as cash items;

(4) Checks drawn on another depository institution and
which have been forwarded for collection to other
offices or branches of the reporter;

(5) Amounts credited to deposit accounts in connection
with automatic payment arrangements where such
credits are made one business day prior to the pay-
ment date to ensure the availability of funds on the
payment date;

(6) Commoadity or bill-of-lading drafts payable immedi-
ately upon presentation in the country in which the
reporting office that is handling the drafts is located.

Unposted debits are defined as cash items in the report-
ing corporation’s possession drawn on itself that are
chargeable, but have not yet been charged, against de-
posit liabilities on the genera ledger at the close of
business on a given day. Unposted debits do not include
items that have been reflected in deposit accounts on the
General Ledger or a balance sheet even though they may
not have been debited to individual deposit accounts.

Where alowed by statute or written agreement, items
payable at or through the reporting corporation may, at
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Schedule A

the discretion of the reporter, be immediately charged
against the deposits of the drawer. Such items may be
regarded as drawn on the reporting organization and
reported as unposted debits when they have been paid or
credited but have not yet been charged against deposit
liabilities at the close of business on a given date.

Exclude the following from cash items in the process of
collection:

(1) Cash items for which the reporting corporation has
already received credit provided that the funds on
deposit are subject to immediate withdrawal (include
inltems 2, 3, or 4 below);

(2) Items handled as noncash collections not payable
immediately on presentation (to be reported in
Schedule RC, Item 8, ** Other assets’);

(3) Commodity or bill-of-lading drafts payable upon
arrival of goods against which the draft was drawn,
whether or not deposit credit has been given to a
customer. (If deposit credit has been given, such
drafts should be reported as loans in the appropriate
item of Schedule C; if the drafts were received on a
collection basis, they should be excluded entirely
from the reporting corporation’s statement until the
funds have actually been collected.)

Line ltem 2 Balances due from depository
institutions in the U.S.

Report demand, savings, and time balances with offices
of depository institutions domiciled in the U.S,, including
balances due from commercial banks in the U.S,, U.S.
branches and agencies of foreign banks, New York State
Article XII investment companies, savings and loan
associations and mutual stock savings banks, and other

A-2

Edge and agreement corporations for which the report-
ing corporation has received credit. See the Definitions
section for a discussion of the reporting of reciprocal
balances. Also, see the Definitions section for a discus-
sion of pass-through balances relating to maintenance
of required reserves on deposits. Exclude balances for
which the corporation has not yet received credit and
bal ances representing checks or drafts for which immedi-
ate credit has been given but which are not subject to
immediate withdrawal (reported in Item 1, ** Cash items
in process of collection™).

Line Iltem 3 Balances due from banks in foreign
countries and foreign central banks.

Report al balances due from banking offices located
outside the United States, including foreign branches of
U.S. banks and foreign central banks. Do not include
balances due from U.S. branches and agencies of foreign
banks. Also, see the Definitions section for a discussion
of the reporting of reciprocal balances. Exclude any
balances held in the reporting office’ s trading account.

Line ltem 4 Balances due from Federal Reserve
Banks.

Report the total balances with Federa Reserve Banks,
including reserves and other balances. Include the
amount of reserve balances actually passed through to a
Federal Reserve Bank on behalf of its respondent deposi-
tory institutions.

Lineltem 5 Total.

Enter the total of Items 1 through 4 above. This total
should equa the sum of Schedule RC, Items 1(a) and
1(b).

Instructions for Preparation of Reporting Form FR 2886b
Schedule A June 2001



LINE ITEM INSTRUCTIONS FOR

Securities
Schedule B

General Instuctions This schedule has four columns for information on secu-

hi hedul | | K rities: two columns for held-to-maturity securities and
This schedule must be completed only by banking Edge  columns for available-for-sale securities. Report the

corporations and banking agreement corporations. amortized cost and the current fair value of held-to-

The Financial Accounting Standards Board issued State-maturity securities in columns A and B, respectively.
ment No. 115, “Accounting for Certain Investments in Report the amortized cost and current fair value of
Debt and Equity Securities,” in May 1993. For reporting available-for-sale securities in columns C and D, respec-
purposes, all Edge corporations should have adopted thidively. Report information on equity securities in the
accounting standard as of January 1, 1994, or the begin-columns for available-for-sale securities only (columns C
ning of their first fiscal year thereafter, if later. Statement and D). For equity securities with readily determinable
No. 115 requires depository institutions to divide their fair values, report historical cost (not amortized cost) in
securities holdings among three categories: held-to-column C and fair value in column D. For equity securi-
maturity, available-for-sale, and trading. The accounting ties that do not have readily determinable fair values,
standard provides a different accounting treatment for historical cost is reported in both Columns C and D. The
each category. Under Statement No. 115, only those debtunrealized appreciation or depreciation in the corpora-
securities for which an institution has the positive intent tion’s available-for-sale debt and equity securities as of
and ability to hold to maturity may be included in the the report date, net of tax effect, should be reported in

held-to- maturity account, and the institution would con- Schedule RC, Item Zl(d)’ “Accumulated other compre-
tinue to account for these debt securities at amortized hensive income.”

cost.

Exclude all securities held in trading accounts, and report

Trading securities are those debt and equity securltlesthem in Schedule RC, Item 6, “Trading Assets.”

that an institution buys and holds principally for the
purpose of selling in the near term. Trading securities \when completing reports for U.S. officésclude securi-

will continue to be reported at fair value (i.e., generally ties that have been sold under repurchase agreements
market value) with unrealized changes in value (appreci- gince, for purposes of this report, these securities are
ation and depreciation) reported directly in the income yeated as collateral for financial transactions and not
statement as a part of the organization's earnings. as sales. The transactions arising from security RPs
Securities in the available-for-sale category are definedshould be reported as liabilities in Schedule RC, Item 13.
as those securities for which the organization does notSimilarly, do not include securities that have been pur-
have the positive intent and ability to hold to maturity, chased under resale agreements, which are to be reported
yet does not intend to trade actively as part of its trading as assets in Schedule RC, Item 3.

account. Available-for-sale securities must be reported at o _ , , o

fair value. Any unrealized appreciation or depreciation in !nclude all securities included in a pool in which partici-
the value of debt and equity securities available for sale Pation is sold. The proceeds from the participation sales
is to be reported directly as a separate component ofshould be reflected in SchquL_JIe RC, Item 13, “Federal
equity capital. Thus, unrealized changes in these securi-funds purchased and securities sold under agreements

ties’ value will have no effect on the reported earnings of t0 repurchase.” Corporations that buy participations in
the institution. pooled securities should report the purchase in Schedule

Instructions for Preparation of Reporting Form FR 2886b B-1
Schedule B March 2003
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RC, Item 3, “ Federal funds sold and securities purchased
under agreements to resell.” Include all securities
pledged, lent, or sold “ short,” and securities purchased
but not yet delivered, but do not include securities bor-
rowed or due bills acquired. Do not report any futures
contracts to buy or sell securities until the actual transfer
of securities occurs. Securities should be reflected using
trade date accounting.

Line Item Instructions

Lineltem 1 Securities of all governments and
official institutions.

Include the value of U.S. government obligations, direct
and guaranteed, and the value of the direct obligations of
any entity other than the U.S. government, either foreign
or U.S, that has the power to levy taxes or is otherwise
considered to be a public borrower or “ official institu-
tion.” (See FFIEC 031 Glossary entry for “Foreign
Governments and Official Institutions.”)

Lineltem 2 Other debt securities.

Report the value of al other debt securities, including
state and local government securities. Also include all

B-2

holdings of commercial paper other than for trading
purposes.

Line ltem 3 Equity interest in nonrelated
organizations.

Include the total value of all equity investments other
than those in related organizations. Report equity invest-
ments that represent 20 percent to 50 percent of the
voting shares of an organization using the equity method
of accounting. Include securities that have been sold
under repurchase agreements since, for purposes of this
report, these securities are treated as collateral for finan-
cial transactions and not as sales. Report the transactions
arising from security RPs in Schedule RC, Item 15,
“ Other borrowed money,” on the balance sheet. Simi-
larly, exclude securities that have been purchased under
resale agreements, and report them in Schedule RC,
Item 4, “ Loans and lease financing receivables.”

Lineltem 4 Total. Enter the sum of items 1
through 3.

The total of column A plus the total of column D must
egual Schedule RC, Item 2, Consolidated Total.

Instructions for Preparation of Reporting Form FR 2886b
Schedule B March 2003



LINE ITEM INSTRUCTIONS FOR

Loans and Lease Financing Recalvables

Schedule C

General Instructions

This schedule must be completed only by banking Edge
corporations and banking agreement corporations.

This schedule has two columns for information on loans
and leases. The first column should include all such
balances of the reporting office, including the IBF, while
the second column includes balances of only the IBF.

Report in this schedule the aggregate book value of al
loans and leases before deduction of any alowances
for losses. The alowance for losses is to be deducted
under Schedule RC, Item 4(b). The total of “‘loans and
leases,” Item 7 of this schedule, is to be reported net of
unearned income and allocated transfer risk reserve. To
the extent possible, the preferred treatment is to report
each specific loan category net of unearned income.
However, if the amounts entered in Items 1 through 5
include any unearned income, report in Item 6 of this
schedule the total of such unearned income included in
the reported |oan categories.

Loans and leases are extensions of credit resulting either
from direct negotiation between lender and borrower
or from the purchase of such assets from other lenders.
Loansinclude extensions of credit in the form of promis-
sory notes, acknowledgements of advance, due bills, and
similar obligations (written or oral), as well as market-
able instruments such as bankers acceptances. Report
holdings of commercial paper other than for trading
purposes in Schedule B, Item 2. Report holding of com-
mercial paper for trading purposes in Schedule RC,
Item 6. Also report al loans and leases held for trading
purposes in Schedule RC, Item 6.

For purposes of this report, both ‘‘unplanned” and
“planned” overdrafts are to be classified as loans in this
schedule. ““Unplanned” overdrafts refer to advances of
credit that result when the reporting organization honors
checks drawn against deposit accounts with inadequate

Instructions for Preparation of Reporting Form FR 2886b
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balances, but has not contractually agreed in advance to
do so. Such overdrafts should be classified in Item 5,
“All other loans including lease financing” except when
the reporting corporation’s customer is a domestic com-
mercia bank or foreign bank. In that case, unplanned
overdrafts are to be classified in Item 1, “Loans to
commercia banks in the U.S” or in Item 2, ““Loans to
banks in foreign countries,” as appropriate. **Planned”
overdrafts, which are overdrafts to deposit accounts con-
tractually agreed to in advance, should be classified
according to the organization’ s customer in the appropri-
ate items of Schedule C. Refer to the section on the sale
or purchase of assets included in the Definitions section
for a discussion of these two topics.

All assets classified in Schedule C should remain on the
books of the reporting corporation until sold or actually
written off, even if on the report date they are past due
and collection is doubtful. Among the items included in
this schedul e are the following:

(1) Acceptances of banks or other banking corporations;

(2) Acceptances executed by or for the account of the
reporting corporation and subsequently acquired by
it through purchase or discount;

(3) Customers' liabilities to the reporting corporations
on drafts paid under letters of credit for which the
corporation has not been reimbursed;

(4) “Advances’ and commodity or bill-of-lading drafts
payable upon arrival of goods against which drawn,
for which the reporting corporation has given deposit
credit to customers;

(5) Paper pledged whether for collateral to secure bills
payable, such as margina collateral to secure bills
rediscounted, or for any other purpose;

(6) ““Sales of so-called term federal funds” (i.e., sales of
immediately available funds with a maturity of more
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than one day), other than those involving security
resale agreements; and

(7) “Federal funds’sold by foreign branches of the
reporting corporation to banks in the United States
and securities purchased by these branches under
agreements to resell.

Also include loans “sold” by the reporting office for
which the office retains some risk or obligation. See
Definitions section for a discussion of the treatment of
asset sales.

Exclude, for purposes of this schedule, the following
loans:

(1) All loansin immediately available funds of one day
(or continuing contract) maturity (i.e., federal funds
sold), held in domestic offices of the reporting cor-
poration (to be reported in Schedule RC, Item 3);

(2) Contracts of sale or other loans indirectly represent-
ing other real estate (to be reported in Schedule RC,
Item 7 or 8 rather than in Schedule C); and

(3) Undisbursed loan funds, sometimes referred to as
incomplete loans, unless the borrowers are liable and
pay interest thereon. However, if interest is being
paid by the borrower on the undisbursed proceeds,
the amounts of such undisbursed funds should be
included in both loans and deposits. (Do not include
loan commitments that have not yet been taken
down, even if fees have been paid.)

Line Item Instructions

Lineltem 1 Loansto and acceptances of
commercial banks.

Report loans and other instruments evidencing loans to
operating domestic commercial banks and their branches
domiciled in the United States, Puerto Rico, and U.S.
dependencies and insular possessions and trust territo-
ries. Also include loans to domestic offices of nonrelated
Edge and agreement corporations, to U.S. branches and
agencies of foreign banks, and to investment companies
that are chartered under Article XII of the New York
Banking Law and are magjority-owned by one or more
foreign banks.

Include in this item al overdrafts to demand deposit
accounts of domestic commercial banks. This item
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includes both unplanned and planned overdrafts. Pass-
through balances relating to the maintenance of required
reserves are also considered as |oansin certain cases. See
Definitions section on the treatment of pass-through
balances.

Also include holdings of al bankers acceptances ac-
cepted by U.S. banks and not held in trading accounts,
whether they were purchased in the open market or were
discounted by the reporting office. Exclude acceptances
accepted by the reporter, discounted, and held in its
portfolio. Such acceptances should be reported else-
where in the schedule according to the account party.

Exclude loans to other domestic depository institutions
such as mutual savings banks, savings and loan associa-
tions, and credit unions, finance companies, acceptance
companies, insurance companies, and credit agencies
that are owned wholly or in part by the Federal Govern-
ment. Extensions of credit to these organizations should
be reported in Item 5, “All other loans including lease
financing receivables.”

Loans to inactive, liquidating or closed banks should
be excluded from Schedule C and included in Schedule
RC, Item 8, *“ Other assets.”

Lineltem 2 Loansto banksin foreign countries.

Report loans and other instruments that represent loans
(including dollar exchange acceptances) to operating
banks, including branches of U.S. banks, that are domi-
ciled outside the United States, Puerto Rico and U.S.
dependencies and insular possessions (including trust
territories). Exclude such credit extensions to U.S.
branches and agencies of foreign banks, which should
be reported in Item 1, “Loans to commercial banks in
the U.S.)’ above. Banks in foreign countries include
foreign commercial banks, savings banks, discount
houses, nationalized banks not functioning as central
banks, development banks, or banks of issue and other
similar foreign institutions that accept short-term depos-
its, and foreign domiciled banking subsidiaries of U.S.
banks. Include loans to **shell” branches of U.S. banks
such as those in the Bahamas or Cayman Islands.

All overdrafts to demand deposit accounts of banks in
foreign countries are to be reported in this item, includ-
ing both unplanned and planned overdrafts.

Instructions for Preparation of Reporting Form FR 2886b
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Lineltem 3 Loansto foreign governments and
official institutions (including foreign central banks).

Report al loans (including planned overdrafts) to cen-
tral, state, provincial, and local governments in foreign
countries and to their ministries, departments, and agen-
cies. Among these are treasuries, ministries of finance,
central banks, development banks, exchange control
offices, stahilization funds, diplomatic establishments,
fiscal agents, and nationalized banking and other banking
ingtitutions 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, stabilization funds, etc.

Also include al loans (including planned overdrafts) to
international and regiona institutions, such as the Inter-
national Bank for Reconstruction and Development, the
Bank for International Settlements, the Inter-American
Development Bank, 