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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 by each Edge and
agreement corporation organized under Section 25 or
25(A) of the Federal Reserve Act. All information
should reflect the consolidation of all branches, and
underlying subsidiary companies.

Reporting Basis

As noted above, the report should cover the consoli-
dated operations of the reporting corporation,
including:

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

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

(4) all majority-owned foreign banks held directly by
the reporting corporation pursuant to Sec-
tion 25(A) of the Federal Reserve Act;

(5) all majority-owned subsidiaries of the reporting
corporation that are significant, EXCEPT subsid-
iary Edge or agreement corporations;

(6) all nonsignificant majority-owned subsidiaries
that the bank has elected to consolidate on a con-
sistent basis.

Where this report collects information on a branch
office separately, such information should include bal-
ances 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 has a “right of
setoff.” See the entry for Offsetting in the Definitions
section for further information. Also see the

FFIEC 031 General Instructions for further informa-

FR 2886b

tion on consolidation, accrual basis reporting, and
generally accepted accounting principles.

Inactive corporations should report only if the corpo-
ration has engaged in some business activity at one
time. Corporations, such as a name saver organiza-
tions, that have never engaged in any business activity
should not report.

Submission Date and Reporting Frequency

An Edge or agreement corporation must file the FR
2886b report quarterly as of the last calendar day of
March, June, September, and December, if total con-
solidated assets of the corporation exceed $50 million.
An Edge or agreement corporation with total consoli-
dated assets of $50 million or less must file the

FR 2886b report annually as of December 31.

If an Edge or agreement corporation meets the criteria
above to file quarterly as of June 30 of the preceding
year, the corporation must file the FR 2886b quarterly
beginning in March of the current year. In addition, if
the corporation meets the quarterly criteria due to a
business combination, then it must report the FR
2886b quarterly beginning with the first quarterly
report date following the effective date of the business
combination. Once a corporation begins filing the

FR 2886b quarterly, it should file a complete

FR 2886b quarterly report going forward. If the Edge
or agreement corporation does not meet the quarterly
filing criteria for four consecutive quarters, then the
corporation may revert to annual filing. Edge and
agreement corporations that do not meet the quarterly
filing threshold may be requested to file quarterly if the
Federal Reserve Bank has determined that these cor-
porations have significant risk exposures.

The term “submission date” is defined as the date by
which an Edge corporation’s completed original report

GEN-1
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General Instructions

must be received by the district Federal Reserve Bank.
An official copy (non-facsimile) of the FR 2886b con-
sisting 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 or year-end date for annual filers (subject to the
timely filing provisions set forth in the following
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 submis-
sion deadline. In the absence of a postmark, a corpora-
tion whose completed original report 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 over-
night delivery service is used, entry of the completed
original report into the delivery system on the day
before the submission deadline will constitute timely
submission. In addition, the hand delivery of the com-
pleted original reports, on or before the submission
deadline, to the location to which the report would
otherwise be mailed is an acceptable alternative to
mailing such reports. Corporations that are unable to
obtain the required directors’ signatures on their com-
pleted 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 subse-
quent filing of their signed reports. If the submission
deadline falls on a weekend or holiday, the report must
be received on the first business day after the Saturday,
Sunday, or holiday. Earlier submission aids the Federal
Reserve in reviewing and processing the 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.

GEN-2
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Signatures and Attestation

The original of the report shall be manually signed on
the cover sheet of the submitted report, in the manner
indicated on the cover sheet, by a duly authorized offi-
cer of the reporting institution. By signing the cover
page of this report, the authorized officer acknowl-
edges that any knowing and willful misrepresentation
or omission of a material fact on this report constitutes
fraud in the inducement and may subject the officer to
legal sanctions provided by 18 USC 1001 and 1007.
Signatures need not be notarized. All copies shall bear
the same signatures as on the original, but these signa-
tures may be facsimiles or photocopies. Edges and
Agreement Corporations must maintain in their files a
physical or electronic scanned copy of the manually
signed page 1 of the Reserve Bank-supplied forms
received for the report date and a printout of the data
submitted for a period of three years following submis-
sion.

Currency in Which Report is Prepared

Allitems in the report should be expressed in United
States 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. Computer printouts are also acceptable, pro-
vided that they are identical in format and detail to the
reporting form, including all items and column cap-
tions. All dollar amounts should be rounded to the near-
est 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 form and shall not be
reported. Hence, assets with credit balances must be
reported in liability items and liabilities with debit bal-
ances must be reported in asset items, as appropriate,
and in accordance with these instructions. Negative

FR 2886b




General Instructions

amounts that are permitted should be enclosed in
parentheses. The items for which negative entries may
be made, if appropriate, are:

(1) Schedule RC, Item 23, “Retained earnings,”

(2) Schedule RC, Item 24, “Accumulated other com-
prehensive income,”

(3) Schedule RC, Item 25, “Other equity capital
components,”

(4) Schedule RC, Item 26, “Total equity capital,” and

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

On Schedule RI, Income and Expenses, and on Sched-
ule RI-A, Changes in Equity Capital, negative 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, or may be
found on the Federal Reserve Board’s public website
(www.federalreserve.gov).

Confidentiality

The Federal Reserve System regards as confidential the
following portions of this report: for respondents
engaged in banking, Schedules RC-M (except item 3)
and RC-V; for respondents not engaged in banking,
Schedule RC-M (except item 3). If it should be deter-
mined subsequently that any confidential information
collected on this form must be released, respondents
will be notified.

Check Box. Institutions must select on page 1 of the
form whether any confidential treatment is requested
for any portion of the report. If the answer to the first
question is “Yes,” the Reporter must indicate whether a
letter justifying the request for confidential treatment is
included with the submission or has been provided
separately. If an institution does not fulfill both
requirements, or does not check the appropriate boxes,
confidential treatment will not be considered.

FR 2886b

Note: Responses to the questions regarding confidential
treatment on page 1 of the form will be considered public
information.

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
designed to generally conform with the form and
instructions 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
procedures 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 instructions is contained in
brackets. For purposes of these line item instructions,
the FASB Accounting Standards Codification is
referred to as “ASC.” 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 corpora-
tion is a banking or nonbanking type in the box on the
front page of the report form. A corporation is consid-
ered to be “engaged in banking” if it is ordinarily
engaged in the business of accepting deposits in the
U.S. from nonrelated organizations, whether directly
or through its branch offices.

Reporting Requirements by Type
Banking

Nonbanking

Schedules RI, RI-A, RI-B
Schedule RC: Balance Sheet
Memorandum to Balance Sheet
Schedules RC-A, through RC-V

Schedules RI, RI-A, RI-B
Schedule RC: Balance Sheet
Memorandum to Balance Sheet
Schedules RC-D, RC-L,

RC-M, RC-N

GEN-3
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LINE ITEM INSTRUCTIONS FOR

Income and Expenses

Schedule RI

General Instructions

This schedule must be completed by all Edge corpora-
tions and all agreement corporations.

The schedule is structured to highlight net interest and
noninterest income and to separate revenues and
expenses of transactions with related organizations
from those of nonrelated organizations for the calen-
dar year-to-date. The sections of the schedule that deal
with nonrelated organizations should reflect the full
contribution of the reporting corporation to the rev-
enues and expenses of the corporation’s parent U.S.
bank (if applicable). See the definition of the term
“related organizations™ in the Definitions section.

Line Item Instructions
Line Item 1 Interest income:

Line Item 1(a) Interest and fee income from nonrelated
organizations:

Line Item 1(a)(1) Interest and fees on loans and lease
financing receivables.

Enter the total income from interest and fees on all
assets of the types and classes described in the instruc-
tions for Schedule RC-C and included in Schedule RC,
Item 4, less rebates made on loans paid prior to matu-
rity and less amortization of any premium paid when
the asset was acquired. Profits or losses resulting from
the sale of such assets at a price different from the cost
of acquisition should be added to or deducted from
this figure, as appropriate. Include gross revenue from
loan commitment fees, and all yield-related fees on
loans held by the reporting organization. Also include
premiums received or discounts paid on foreign
exchange contracts related to financial swap transac-
tions involving loans. Such gains or losses are known at

FR 2886b

the inception of the contract and should be amortized
over the life of the contract. Exclude fees that are not
yield-related, such as syndication fees applicable to
loans which are not assets of the corporation. These
fees should be reported in Item 5(a)(5), “Other com-
missions, fees, etc.”

When yield-related fees are collected in connection
with a loan syndication or participation and passed
through to another lender, only the reporting corpora-
tion’s proportional share of such fees should be
reported in this item.

Do not include reimbursement for out-of-pocket
expenditures made by the corporation for the account
of its customers. If the corporation’s expense accounts
were charged with the amount of such expenditures,
the reimbursements should be credited to the same
expense accounts.

Line Item 1(a)(2) Interest on balances due from
depository institutions.

Report the amount of interest income received or
accrued year-to-date on the types and classes of assets
shown in Schedule RC, Item 1, “Cash and balances due
from depository institutions,” and detailed in Sched-
ule RC-A. Include premiums received or discounts
paid on foreign exchange contracts related to financial
swap transactions involving interest-bearing balances
due from depository institutions. Such gains or losses
are known at the inception of the contract and should
be amortized over the life of the contract.

Line Item 1(a)(3) Interest income from federal funds
sold and securities purchased under agreements to
resell.

Include in this item gross revenue from federal funds
sold, securities purchased under agreements to resell,
and purchases of participation in pools of securities
that are reported in Schedule RC, Item 3, “Federal

RI-1
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Schedule R1

funds sold and securities purchased under agreements
to resell.” Income from loans purchased under resale
agreements should be reported in Item 1(a)(1) above.

Line Item 1(a)(4) Interest on bonds, notes, and
debentures and dividends on stock.

Report all interest income arising from debt securities,
including bills, certificates of indebtedness, notes, or
bonds issued by any private or governmental organiza-
tion of the type of assets included in Schedule RC,
Item 2, “Securities.” Report all dividend income
received from holdings of corporate stock in nonre-
lated companies. Exclude dividends received on equity
securities carried in trading accounts.

Include dividend income on equity securities with
readily determinable fair values not held for trading
that are reportable in Schedule RC, item 2.c.

Line Item 1(a)(5) Interest income and dividends from
assets held in trading accounts.

Report all interest income arising from debt securities,
including bills, certificates or indebtedness, notes, or
bonds issued by any private or governmental organiza-
tion of the type of assets reported as trading assets,
including loans, in Schedule RC, Item 5, “Trading
assets.” Include accretion of discounts on assets held in
trading accounts that have been issued on a discount
basis, such as U.S. Treasury bills and commercial
paper. Include dividends received on equity securities
carried in trading accounts.

Line Item 1(b) Interest income from claims on related
organizations.

Report all interest income related to claims on related
organizations of the type included in Schedule RC,
Item 10, including dividends received on investments in
such companies. Exclude any noninterest income and
income from undistributed earnings of related organi-
zations, which should be reported in Item 5(b) below.

Line Item 1(c) Total interest income.
Enter the sum of Items 1(a)(1) through 1(b).

Line Item 2 Interest expense:

Line Item 2(a) Interest expense pertaining to
nonrelated organizations:

Enter the interest paid or accrued on the types and
classes of liabilities included in Schedule RC,

RI-2
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Item 12(b), “Total interest-bearing deposits.” Include
premiums paid or discounts received on foreign
exchange contracts related to financial swap transac-
tions that involve deposits. Such gains or losses are
known at the inception of the contract and should be
amortized over the life of the contract. Also report the
interest paid on the types and classes of borrowings
included in Schedule RC, Item 15, “Other borrowed
money.” Include interest and discounts on bills payable
and rediscounts, and interest paid on any subordinated
notes and debentures.

Line Item 2(b) Interest expense pertaining to related
organizations.

Report all interest expenses paid or due to related orga-
nizations of the type included in Schedule RC, Item 20.
See the definition of related organizations in the
Definitions section.

Line Item 2(c) Total interest expense.
Enter the sum of Items 2(a) and 2(b).

Line Item 3 Net interest income.

Subtract Item 2(c), “Total interest expense” from
Item 1(c), “Total interest income.” If the amount is
negative, enclose it in parentheses.

Line Item 4 Provisions:

Line Item 4(a) Provision for credit losses.

Institutions should report the amount expensed as the
provisions for credit losses during the calendar year-to-
date. The provisions for credit losses represents the
amount appropriate to absorb estimated credit losses
over the life of the financial assets reported at amor-
tized cost within the scope of the standard. The
amount reported in this item must equal the sum of
Schedule RI-B, item 3, Columns A through C, plus
Schedule RI-B, Memorandum item 1 and 3. Enclose
negative amounts in parentheses.

Line Item 4(b) Provision for allocated transfer risk.

If the reporting corporation (banking only) has any
credit exposure classified as Value Impaired which
requires it to establish and maintain an allocated trans-
fer risk reserve as specified in Section 905(a) of the
International Lending Supervision Act of 1983, in
Subpart D of Federal Reserve Regulation K, and in
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Schedule R1

any guidelines, letters, or instructions issued by the
Federal Reserve, report in this item the amount of the
provision for allocated transfer risk. If the reporter has
no Value Impaired exposure which requires it to estab-
lish and maintain an allocated transfer risk reserve,
report a zero or the word “none.” Also report this on
Schedule RI-B, Item 3, Column D.

Line Item 5 Noninterest income:

Line Item 5(a) Noninterest income from nonrelated
organizations:

Line Item 5(a)(1) Equity in undistributed earnings of
nonrelated organizations.

Report all income from holdings of corporate stock of
the type reported in Schedule RC-B, Item 3, “Equity
interest in nonrelated organizations.”

Line Item 5(a)(2) Net gain (loss) on foreign exchange
transactions.

Report the net gain or loss from all foreign exchange
transactions, including the maturing or covering of
outstanding forward contracts within the reporting
period, regardless of whether these transactions are
conducted in the trading department or in another
department of the corporation. Also include any net
gain or loss resulting from translating foreign currency
denominated investments that arise from the applica-
tion of ASC Topic 830, Foreign Currency Matters (for-
merly FASB Statement No. 52, Foreign Currency
Translation). Include incidental fee income from such
transactions. Exclude gains and losses on swap trans-
actions (report as adjustments to the income or
expense of the related asset or liability) and any gains
or losses that must be excluded in accordance with
ASC Topic 830. If this net amount is a debit balance,
enclose it in parentheses.

Line Item 5(a)(3) Income from fiduciary activities.

Include gross income from services rendered by this
reporting organization in any fiduciary capacity.

Line Item 5(a)(4) Gains (losses) and fees from trading
assets and liabilities.

Report the net gain or loss from the sale of assets
reportable in Schedule RC, Item 5, “Trading Assets,”
and from liabilities reportable in Schedule RC, Item 14,
“Trading Liabilities.” Include:

FR 2886b

(1) revaluation adjustments to the carrying value of
assets reportable in Schedule RC, Item 5, “Trad-
ing Assets, and Schedule RC, Item 14, “Trading
Liabilities,” resulting from the periodic marking
to market of such assets and liabilities

(2) revaluation adjustments from the periodic mark-
ing to market of interest rate, foreign exchange,
equity derivative, and commodity and other con-
tracts held for trading purposes

(3) incidental income and expenses related to the pur-
chase and sale of assets reportable in Sched-
ule RC, Item 5, and Schedule RC, Item 14.

Line Item 5(a)(5) Other commissions, fees, etc.

Enter the total of all commissions and fees received
from clients of the reporting corporation for services
routinely or ordinarily performed under the laws of or
accepted practices in the country in which the reporter
is domiciled. Such services would include the collection
of checks, notes, and bills of exchange; the receipt of
collections for public utilities and other firms; the sale
of bank drafts; the acceptance of bills of exchange; the
purchase and sale of securities, acceptances, and other
negotiable paper and the negotiation of loans for the
account of customers; the lending of securities owned
by the reporting corporation; the servicing of evi-
dences of debt owned by others; the provision of data
processing services; and the issuance and handling of
letters of credit. Do not include reimbursed expendi-
tures made by the reporting corporation on behalf of
clients or rentals received from land or premises leased
or subleased to others by the reporter. Such rentals
should be included in Item 5(a)(6) or netted against the
amount shown in Item 7(a)(2).

Do not include reimbursement for out-of-pocket
expenditures made by this reporting corporation for
the account of its customers. If the corporation’s
expense accounts were charged with the amount of
such expenditures, the reimbursements should be cred-
ited to the same account.

Line Item 5(a)(6) Other.

Include in this item all other noninterest income from
nonrelated organizations that cannot properly be
included elsewhere under Item 5(a), including gains
and losses and net income from securities carried in
connection with trading activities, gross rentals
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received from real estate other than this reporting orga-
nization’s own premises, regular operating credits such
as recoveries on forgeries and on checks paid over stop-
payment orders, and similar recurring operating trans-
actions. Reporting organizations should consistently
report net gains (losses) from the sale or other disposal
of assets other than securities and trading assets (e.g.,
loans, premises, other real estate owned, etc.) either in
this item or in Item 7(a)(3), “Other noninterest
expense.” Exclude dividends received from nonrelated
organizations and interest income on securities held in
trading accounts, and report them in Item 1(a)(5),
“Interest Income and Dividends from Assets Held in
Trading Accounts.”

Line Item 5(b) Noninterest income from related
organizations.

Report all noninterest income from related organiza-
tions. Exclude dividends received from investments in
related organizations, and report in Item 1(b). Include
the reporting organization’s share of any undistributed
earnings of affiliated companies. If the organization’s
share of all undistributed earnings of related organiza-
tions (in total) is a net loss or if other income accounts
reflect debit balances, include them as noninterest
expenses in Item 7(b).

Line Item 5(c) Total noninterest income.

Enter the sum of Items 5(a)(1) through 5(b). If the
result is negative, enclose it in parentheses.

Line Item 6 Realized gains (losses) on securities not
held in trading accounts.

Report the net gain or loss realized during the report-
ing period from the sale, exchange, redemption, or
retirement of all securities (except U.S. Treasury bills),
excluding securities held in trading accounts. The gain
or loss is the difference between the sales price (exclud-
ing interest at the coupon rate accrued since the last
interest payment date, if any) and the book value. Also
include: (a) net unrealized losses (and subsequent
recoveries of such net unrealized losses to the extent
provided for through a valuation allowance) during the
calendar year to date on debt securities held for sale
(b) write-downs charged to expense and provisions for
credit losses prior to sale, redemption, or maturity on
all securities not held in trading accounts, including
debt securities held for sale. If the amount is negative,
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enclose it in parentheses. Report the amount gross of
tax effect.

Institutions should adjust the amortized cost for recov-
eries of any prior charge-offs when calculating the real-
ized gain or loss on a security, such that the recovery of
a previously charged off amount should be recorded
before recognizing the gain.

Include realized gains (losses) only on available-for-sale
debt securities in item 6. Report realized and unrealized
gains (losses) during the year-to-date reporting period
on equity securities with readily determinable fair val-
ues not held for trading in Schedule R1I, item 8.b.

Exclude the following;:

(1) Gains and losses on the sale of U.S. Treasury bills
not held in trading accounts (report in
Item 1(a)(4), Interest on bonds, notes, and deben-
tures and dividends on stock).

(2) Net gains (losses) from the sale of detached secu-
rities coupons and the sale of ex-coupon securi-
ties (report in Item 7(a)(3), “Other noninterest
expense,” or Item 5(a)(6), “Other noninterest
income,” as appropriate).

(3) The change in net unrealized holding gains
(losses) on available-for-sale debt securities during
the calendar year to date (report in Sched-
ule RI-A, item 5, “Other comprehensive
income™).

(4) Institutions should exclude the allowance
recorded through the allowance for credit losses
on available-for-sale securities (report in Sched-
ule RI, item 4, “Provision for credit losses,” which
includes the provisions for credit losses for all
financial assets that fall within the scope of the
standard).

Line Item 7 Noninterest expense:
Line Item 7(a) Pertaining to nonrelated organizations:

Line Item 7(a)(1) Salaries and employee benefits.

Include all compensations for personal services of all
officers and employees, including dining room and
cafeteria employees, and building department officers
and employees and the cost of temporaries and con-
tract guards. Include bonuses and extra compensation,
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unemployment and pension taxes, and contributions
to the reporting organization’s retirement or pension
funds or profit sharing plan.

Exclude amounts paid to legal, management, and
investment counsel for professional services, if such
counsel are not salaried officers of the corporation;
amounts so paid should be included in Item 7(a)(3),
“Other noninterest expense.”

Include all supplementary benefits, paid or accrued
during the report period on behalf of all officers and
employees, such as life insurance premiums (net of
dividends received) when the reporter is not the
beneficiary, and hospitalization insurance; unemploy-
ment taxes, the net cost to the reporting corporation
for employee dining rooms, restaurants and cafeterias;
the cost of medical or health services; and other
so-called fringe benefits for officers and employees.

Exclude expenses related to the testing, training, and
education of officers and employees; the cost of office
temporaries and contracted guards; the cost of the
reporter’s newspapers and magazines; premiums on
life insurance policies when the reporting corporation
is the beneficiary; athletic activities when the purpose
may be construed to be for internal or public relations,
with incidental employee benefits. These amounts
should be included in Item 7(a)(3), “Other noninterest
expense.”

Line Item 7(a)(2) Expenses of premises and fixed
assets (net of rental income). (Exclude salaries and
employee benefits and mortgage interest).

Report the net expense of office premises occupancy,
1.e., the difference between gross occupancy expense
and rental income. Include normal and recurring
depreciation or amortization charges applicable to the
current period, whether they represent direct reduc-
tions in the carrying value of the assets, including capi-
tal lease assets, or additions to accumulated deprecia-
tion or amortization accounts; ordinary repairs to the
reporter’s premises (including leasehold improve-
ments), equipment, furniture and fixtures; all current
expenses, not included above, connected with the use of
the corporation’s premises, such as the cost of heat,
electricity, water, outside janitor supplies, fire insur-
ance, and similar expenses; all operating lease rents
paid on the corporation’s premises and parking lot and
interest on mortgages, liens or other encumbrances on
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the reporter’s premises owned, including the portion of
capital lease payments representing interest expense,
but not such expenses incurred on “real estate” other
than the corporation’s premises; and all property and
other taxes, paid or accrued, relating to the reporter’s
premises and leasehold improvements, including
deficiency payments, net of all rebates, refunds, or
credits and adjusted for all over or under accruals. Also
include any portion of capital lease payments repre-
senting executory costs such as insurance, mainte-
nance, and taxes.

Include in this item the normal and recurring deprecia-
tion charges on the furniture and fixtures used in the
operations of the reporting corporation applicable to
the calendar or fiscal year for which the schedule is pre-
pared, whether representing direct reductions in the
carrying value of the assets or additions to deprecia-
tion reserves; rental costs of machinery and equip-
ment, including servicing costs; the cost of furniture
and equipment not placed on the books as assets (i.e.,
charged directly to expenses); and all taxes paid on fur-
niture, fixtures, and equipment.

Rental income should include all rentals charged for
use of the reporting corporation’s building not inci-
dent to the use of the premises by this reporter.
Although this item ordinarily includes only rental from
regular tenants of the building, it may also include
income received from short-term rentals of other facili-
ties except safe deposit boxes.

Line Item 7(a)(3) Other noninterest expense.

Enter the total of all other noninterest expenses relat-
ing to nonrelated organizations that cannot properly
be included in the figures at line 7(a)(1) or 7(a)(2). This
will include: fees paid to directors and committee
members for attendance at meetings, including travel
and expenses allowance; premiums on fidelity insur-
ance; operating expenses (except salaries) connected
with holding of real estate other than office premises,
including interest paid on liens and normal or recur-
ring depreciation charges on such “other real estate;”
office supplies purchased; retainer fees; expenses
related to the use of automobiles for the reporter’s
business; losses on counterfeit money, forged checks,
net cash shortages, payment of checks over stop-
payment orders, and similar losses of recurring nature.
Include all taxes not reported against other items, net
losses on the sale of loans (other than acceptances and

RI-5
December 2020



Schedule R1

commercial paper) or participation. Include as all
other noninterest expense net losses from the sale or
other disposal of all assets reported as loans and leases
in Schedule C. When determining whether the corpo-
ration has had net losses, include all gains and losses
recognized on sales or other disposal of loans and
leases and net unrealized losses (and subsequent recov-
eries of such net unrealized losses) on loans and leases
held for sale during the calendar year to date. Report-
ing organizations should consistently report net losses
(gains) from the sale or other disposal of assets other
than securities and trading assets (e.g., loans, premises,
other real estate owned, etc.) either in this item or in
Item 5(a)(6), “Other noninterest income.”

Institutions should exclude charge-offs of the cost
basis of individual held-to-maturity and available-for-
sale securities (report credit losses in item 4, “Provision
for credit losses,” and report any write-off when the
institution intends to sell the debt security, or more
likely than not will be required to sell the security
before recovery of its amortized cost basis in Sched-
ule RI, item 6, “Realized gains (losses) on securities not
held in trading accounts”).

Line Item 7(b) Noninterest expense pertaining to
related organizations.

Include all expenses of related organizations that can-
not properly be reported in Item 2(b), “Interest
expense pertaining to related organizations.” Report
amounts that have net credit balances as noninterest
income in Item 5(b), “Noninterest Income from
Related Organizations.”

Line Item 7(c) Total noninterest expense.
Enter the sum of Items 7(a)(1) through 7(b).

Line Item 8(a) Income (loss) before change in net
unrealized holding gains (losses) on equity securities not
held for trading, applicable income taxes, and
discontinued operations (item 3 plus or minus items 4.a
and 4.b, 5.c, 6, and 7.c).

Report the institution's pretax income from continuing
operations before change in net unrealized holding
gains (losses) on equity securities not held for trading.
This amount is determined by taking the total of

Item 3, “Net interest income,” Item 5(c), “Total nonin-
terest income,” and Item 6, “Realized gains (losses) on
Securities not held in trading accounts,” less Item 4(a),
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“Provision for credit losses,” Item 4(b), “Provision for
allocated transfer risk,” and Item 7(c), “Total noninter-
est expense.” If the result is negative, enclose it in
parentheses.

Line Item 8(b) Change in net unrealized holding gains
(losses) on equity securities not held for trading.

Report change in net unrealized holding gains (losses)
during the year-to-date reporting period on equity
securities with readily determinable fair values not held
for trading. ASU 2016-01 requires holdings of equity
securities (except those accounted for under the equity
method or that result in consolidation), including
other ownership interests (such as interests in partner-
ships, unincorporated joint ventures, and limited liabil-
ity companies), to be measured at fair value with
changes in the fair value recognized through net
income. However, an institution may choose to meas-
ure equity securities and other equity investments that
do not have readily determinable fair values at cost
minus impairment, if any, plus or minus changes
resulting from observable price changes in orderly
transactions for the identical or a similar investment of
the same issuer.

Include change in net unrealized holding gains (losses)
during the year-to-date reporting period on equity
securities and other equity investments without readily
determinable fair values not held for trading that are
measured at fair value through earnings. Also include
impairment, if any, plus or minus changes resulting
from observable price changes during the year-to-date
reporting period on equity securities and other equity
investments without readily determinable fair values
not held for trading for which this measurement elec-
tion is made.

Include realized gains (losses) on equity securities and
other equity investments during the year-to-date
reporting period. A realized gain (loss) arises if an
institution sells an equity security or other equity
investment, but had not yet recorded in earnings the
change in value to the point of sale since the last value
change was recorded.

See the FFIEC 031 Glossary entry for “Securities

Activities” for further information on accounting for
investments in equity securities.
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Line Item 8(c) Income (loss) before applicable income
taxes and discontinued operations (sum of items 8.a and
8.b).

Report the institution's pretax income from continuing
operations as the sum of Schedule RI, item 8.a,
“Income (loss) before unrealized holding gains (losses)
on equity securities not held for trading, applicable
income taxes, and discontinued operations,” and
Schedule R1, item 8.b, “Unrealized holding gains
(losses) on equity securities not held for trading.” If the
amount is negative, report it with a minus (-) sign.

Line Item 9 Applicable income taxes (on Item 8.c).

Report the total estimated federal, state, local and for-
eign income tax expense applicable to Item 8.c,
“Income (loss) before applicable income taxes and dis-
continued operations.” Include both the current and
deferred portions of these income taxes. If the amount
is a tax benefit rather than a tax expense, enclose it in
parentheses. Also include the tax benefit of an operat-
ing loss carryforward or carryback for which the
source of the income or loss in the current year is
reported in item 8 “Income (loss) before applicable
income taxes and discontinued operations.”

Exclude the estimated income taxes applicable to for-
eign currency translation adjustments included in
Schedule H, Item 1(e).

Line Item 10 Income (loss) before discontinued
operations.

Enter the amount shown in Item 8.c, plus or minus the
amount shown in Item 9. If the amount is a loss,
enclose it in parentheses.

Line Item 11 Discontinued operations, net of
applicable income taxes.

Report the results of discontinued operations, if any,
net of applicable income taxes, as determined in accor-
dance with the provisions of ASC Subtopic 205-20,
Presentation of Financial Statements — Discontinued
Operations (formerly FASB Statement No. 144,
“Accounting for the Impairment of Long-Lived
Assets”). If the amount reported in this item is a net
loss, report it with a minus (—) sign.

Line Item 12 Net income (loss).

This item represents the total of Item 10, “income
(loss) before discontinued operations,” plus or minus
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Item 11, “discontinued operations, net of applicable
income taxes”. If the amount is negative, enclose it in
parentheses. Also report this on Schedule RI-A,
Item 2.

Memorandum to Income Statement:

Memorandum item 1 is to be completed by all Edge and
agreement corporations that have elected to account for
financial instruments or servicing assets and liabilities at

Sfair value under a fair value option.

Memoranda item 1 is to be completed by all Edge and
agreement corporations that have adopted ASC Topic
820, Fair Value Measurements and Disclosures (for-
merly FASB Statement No. 157, Fair Value Measure-
ments), and have elected to report certain assets and
liabilities at fair value with changes in fair value recog-
nized in earnings in accordance with U.S. generally
accepted accounting principles (GAAP) (i.e., ASC
Subtopic 82510, Financial Instruments — Overall (for-
merly FASB Statement No. 159, The Fair Value Option
for Financial Assets and Financial Liabilities); ASC
Subtopic 815-15, Derivatives and Hedging — Embed-
ded Derivatives (formerly FASB Statement No. 155,
Accounting for Certain Hybrid Financial Instruments);
and ASC Subtopic 86050, Transfers and Servicing —
Servicing Assets and Liabilities (formerly FASB State-
ment No. 156, Accounting for Servicing of Financial
Assets)). This election is generally referred to as the fair
value option.

If the Edge or agreement corporation has elected to
apply the fair value option to interest-bearing financial
assets and liabilities, it should report the interest
income on these financial assets (except any that are in
nonaccrual status) and the interest expense on these
financial liabilities for the year-to-date in the appropri-
ate interest income and interest expense items on
Schedule RI, not as part of the reported change in fair
value of these assets and liabilities for the year-to-date.
The Edge or agreement corporation should measure
the interest income or interest expense on a financial
asset or liability to which the fair value option has been
applied using either the contractual interest rate on the
asset or liability or the effective yield method based on
the amount at which the asset or liability was first rec-
ognized on the balance sheet. Although the use of the
contractual interest rate is an acceptable method under
GAAP, when a financial asset or liability has a

RI-7
December 2020



Schedule R1

significant premium or discount upon initial recogni-
tion, the measurement of interest income or interest
expense under the effective yield method more accu-
rately portrays the economic substance of the transac-
tion. In addition, in some cases, GAAP requires a par-
ticular method of interest income recognition when the
fair value option is elected. For example, when the fair
value option has been applied to a beneficial interest in
securitized financial assets within the scope of ASC
Subtopic 325-40, Investments-Other — Beneficial Inter-
ests in Securitized Financial Assets (formerly Emerging
Issues Task Force Issue No. 99-20, Recognition of
Interest Income and Impairment on Purchased and
Retained Beneficial Interests in Securitized Financial
Assets), interest income should be measured in accor-
dance with the consensus in this Subtopic. Similarly,
when the fair value option has been applied to a pur-
chased impaired loan or debt security accounted for
under ASC Subtopic 310-30, Receivables — Loans and
Debt Securities Acquired with Deteriorated Credit
Quality (formerly AICPA Statement of Position 03-3,
Accounting for Certain Loans or Debt Securities
Acquired in a Transfer), interest income on the loan or
debt security should be measured in accordance with
this Subtopic when accrual of income is appropriate.

Revaluation adjustments, excluding amounts reported
as interest income and interest expense, to the carrying
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value of all assets and liabilities reported in Sched-
ule RC at fair value under a fair value option (exclud-
ing servicing assets and liabilities reported in Sched-
ule RC, item 8, “Other assets,” and Schedule RC,
item 18, “Other liabilities,” respectively, and trading
assets and trading liabilities reported in Schedule RC,
item 5, “Trading assets,” and Schedule RC, item 14,
“Trading liabilities,” respectively) resulting from the
periodic marking of such assets and liabilities to fair
value should be reported as “Noninterest income:
Other” in Schedule R1, item 5(a)(6).

Line item M1 Net change in fair values of financial
instruments accounted for under a fair value option.

Report the net change in fair values of all financial
instruments that the Edge or agreement corporation
has elected to account for under the fair value option
that is included in items 5(a)(4), “Noninterest income:
Gains (losses) and fees from trading assets and liabili-
ties,” 5(a)(5), “Noninterest income: Other commis-
sions, fees, etc.,” 5(a)(6), “Noninterest income: Other,”
and 5(b), “From related organizations.”
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LINE ITEM INSTRUCTIONS FOR

Changes in Equity Capital

Schedule RI-A

General Instructions

This schedule must be completed by all Edge corpora-
tions and all agreement corporations.

Line Item Instructions

Total Equity capital:

Line Item 1 Balance most recently reported for end of
previous calendar year.

Enter the ending balance most recently reported as of
the previous year-end for total equity capital. The
amount must reflect the effect of all corrections and
adjustment to total equity capital that were made in
any amended report(s) for the previous calendar
year-end.

Line Item 2 Net income (loss).

Enter the amount reported on Schedule RI, Item 12,
“Net income (loss).”

Line Item 3 Sale, conversion, acquisition, or retirement
of capital stock, net.

Enter the net effect on total equity capital of any
changes in the capital account resulting from the sale of
preferred or common stock, exercise of stock options,
conversion of convertible debt or preferred stock into
common stock, redemption of preferred stock, retire-
ment of capital stock and any other capital stock trans-
actions not relating to business combinations and
stock dividends.

Line Item 4 Less: Cash dividends declared.

Enter the amount of all cash dividends declared during
the reporting period, including dividends on preferred
stock, if any. Dividends declared but not yet paid

FR 2886b

should be included in Schedule RC, Item 18, “Other
liabilities.”

Line Item 5 Other comprehensive income.

Report the other comprehensive income for the calen-
dar year-to-date. If the amount to be reported repre-
sents a reduction to equity capital, enclose it in
parentheses.

Other comprehensive income includes:

(1) The change during the calendar year-to-date in
net unrealized holding gains (losses) on available-
for-sale debt securities.

(2) The change during the calendar year-to-date in
accumulated net gains (losses) on cash flow
hedges.

(3) The increase or decrease during the calendar year-
to-date in cumulative foreign currency translation
adjustments and qualifying foreign currency
transaction gains and losses, net of applicable
income taxes, if any. Refer to the
FFIEC 031 Glossary entry for “foreign currency
transactions and translation” for further informa-
tion on accounting for foreign currency
translation.

(4) The change during the calendar year-to-date in
any minimum pension liability adjustment recog-
nized in accordance with ASC Topic 715, Com-
pensation Retirement Benefits (formerly FASB
Statement No. 87, Employers’ Accounting for Pen-
sions).

Line Item 6 Other adjustments.

Report any changes in the capital accounts resulting
from capital stock transactions not reflected on other
items of this schedule. This item should include the net
changes incident to mergers and absorptions, or the
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conversion of previously separate corporations into
branches.

Line Item 7 Balance at the end of period.

Enter the total of Items 1 through 6. This total amount
must equal the amount reported in Schedule RC,

Item 26, “Total equity capital.”

RI-A-2
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LINE ITEM INSTRUCTIONS FOR

Changes in Allowances

for Credit Losses
Schedule RI-B

General Instructions

This schedule must be completed by all Edge corpora-
tions and all agreement corporations.

This schedule has four columns for information on the
allowances for credit losses, one for each of the follow-
ing: (1) loans and leases (Column A), (2) held-to-matu-
rity debt securities (Column B), (3) available-for-sale
debt securities (Column C), and (4) allocated transfer
risk reserve (Column D).

Institutions should report changes in allowances for
credit losses, and complete all columns.

Line Item Instructions

Allowance for credit losses: This part has four columns.

Report in column A the reconcilement of the allow-
ance for credit losses, Schedule RC, Item 4(b). Report
in columns B and C the allowance for credit losses on
held-for-maturity debt securities and available-for-sale
debt securities, respectively. Those banking corpora-
tions which have Value Impaired exposures that
require it to establish and maintain an allocated trans-
fer risk reserve, as specified in Section 905(a) of the
International Lending Supervision Act of 1983, in
Subpart D of Federal Reserve Regulation K, and in
any guidelines, letters, or instructions issued by the
Federal Reserve, must report the reconcilement of this
reserve in column D. Corporations which have no
Value Impaired exposures that require them to estab-
lish and maintain an allocated transfer risk reserve
shall report zeros or the word “none” in column D.

All changes in the allowance accounts are to be
reported on a year-to-date basis. When the reporting
corporation maintains an allowance for credit losses or
an allocated transfer risk reserve, all related transac-
tions are to be reported and reconciled, beginning with
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the balance reported at the end of the previous year, to
the balances shown in Schedule RC, Items 4(b) as of
the end of the current period. The corresponding pro-
vision expenses reported herein should correspond to
the amounts reported in Item 4 of Schedule RI. Trans-
actions pertaining to reserves carried in capital
accounts, such as reserves for contingencies which rep-
resent a segregation of undivided profits, are not to be
reported here. Corporations which do not maintain an
allowance for credit losses should report gross recover-
ies and gross charge-offs on financial assets and the
amount of provision for such losses reported in Item 4
of Schedule RI against the appropriate items below.
The amount of difference between gross charge-ofts
and gross recoveries reported herein should reconcile
to the amount of provision for credit losses reported in
Schedule RI, Item 4. The beginning and ending bal-
ances reported in Schedule RI-B by these corporations
should be zero.

Line Item 1 Balance most recently reported for end of
previous calendar year.

Include the ending balances most recently reported for
the prior year-end in the four allowance accounts. The
amount must reflect the effect of all corrections and
adjustment to the allowance for credit losses that were
made in any amended report(s) for the previous calen-
dar year-end.

Line Item 2 Recoveries.

Include recoveries of amounts previously charged off
against the four allowance accounts.

Line Item 3 Provisions.

This item corresponds with provisions, Items 4(a) and
4(b) of Schedule RI. If any amount is negative, enclose
it in parentheses.
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Schedule RI-B

Line Item 4 Adjustments, net.

Report the net cumulative effect of all corrections and
adjustments made in any amended report(s) to the
amount originally reported as the ending balance of
the allowances in this report for the previous year-end
period. Such adjustments would include changes to the
reserves caused by mergers or acquisitions and any
transfers between the four reserves authorized by Sub-
part D of Federal Reserve Regulation K and any
related guidelines, letters, instructions issued by the
Federal Reserve, or any additional allowances required
upon or subsequent to the adoption of ASU 2016-13.

Line Item 5 Less: charge-offs.

Enter in the appropriate column the amount of gross
charge-offs on financial assets and for transfer risk
purposes during the period.

Line Item 6 Balance at end of current period.

Report the sum of items 1, 2, 3, and 4, minus item 5.
The amount reported in column A must equal the
amount reported in Schedule RC, item 4(b).

Memoranda

Line Item M1 Provisions for credit losses on other
financial assets measured at amortized cost (not
included in item 3 above).

Report in this line item provisions related to allowances
for credit losses on financial assets measured at amor-
tized cost, included in Schedule R1, item 4(a), other
than loans, leases, held-to-maturity debt securities, and
available-for-sale debt securities.

Line Item M2 Allowances for credit losses on other
financial assets measured at amortized cost (not
included in item 6 above).

Report in this line item total allowances related to
credit losses on financial assets measured at amortized
cost other than loans, leases, held-to-maturity debt
securities, and available-for-sale debt securities that are
associated with the provisions reported in Memoran-
dum item 1, above.
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Line Item M3 Provisions for credit losses on
off-balance-sheet credit exposures.

Report in this item the year-to-date amount of provi-
sions for credit losses (or reversals of provisions) on off
balance- sheet credit exposures included in the amount
reported in Schedule R1, item 4(a). Provisions for
credit losses (or reversals of provisions) on off-balance-
sheet credit exposures represent the amounts necessary
to adjust the related allowance for credit losses at the
quarter-end report date for management’s current esti-
mate of expected credit losses on these exposures.

Line Item M4 Estimated amount of expected
recoveries of amounts previously written off included
within the allowance for credit losses on loans and
leases held for investment (included in item 6, column A,
“Balance at end of current period”).

Report in this item the estimated amount of expected
recoveries of amounts previously written off" included
within the allowance for credit losses on loans and
leases held for investment. This item applies to loans
and leases held for investment, including purchased
credit deteriorated loans held for investment, and does
not apply to held-to-maturity debt securities or
available-for-sale debt securities.

Expected recoveries of amounts previously written off
shall be included in the allowance for credit losses and
shall not exceed the aggregate of amounts previously
written off and expected to be written off by an institu-
tion. However, exclude from this item the estimated
amount of expected recoveries of amounts expected to
be written off included in the allowance for credit
losses.

In accordance with ASU 2016-13, estimated expected
recoveries are a component of management’s estima-
tion of the net amount expected to be collected for a
financial asset or a pool of financial assets if an institu-
tion can support an estimate of expected recoveries for
a pool of unsecured loans, each of which was deemed
uncollectible and fully written off on an individual
asset basis, the institution reduces the allowance for
credit losses by the institution’s estimate of recoveries
expected on a pool basis.

1. The term "written off" as used in ASU 2016-13 and in the instruc-
tions for this item is used interchangeably with the term "charged off,"
which is used elsewhere in the FR Y-9C instructions.
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LINE ITEM INSTRUCTIONS FOR

Balance Sheet for Edge and Agreement

Corporations
Schedule RC

Assets

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.

Line Item 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
institutions and central banks, (Schedule RC-A,

Item 5). Refer to the instructions for Schedule RC-A
for further guidance.

Line Item 1(a) Noninterest-bearing balances and
currency and coin.

Report the total of all noninterest-bearing balances
due from depository institutions, currency and coin,
cash items in process of collection, and unposted deb-
its. For purposes of this report, the consolidated cor-
poration’s overdrafts on deposit accounts it holds with
other depository institutions that are not consolidated
on the reporting corporation’s FR 2886b (i.e., its “due
from” accounts) are to be reported as borrowings in
Schedule RC, item 15, except overdrafts arising in con-
nection with checks or drafts drawn by subsidiary
depository institutions of the reporting corporation
and drawn on, or payable at or through, another
depository institution either on a zero-balance account
or on an account that is not routinely maintained with
sufficient balances to cover checks or drafts drawn in
the normal course of business during the period until
the amount of the checks or drafts is remitted to the
other depository institution (in which case, report the
funds received or held in connection with such checks

FR 2886b

or drafts as deposits in Schedule RC-E until the funds
are remitted).

Line Item 1(b) Interest-bearing balances.

Report the total of all interest-bearing balances due
from depository institutions and foreign central banks
that are held in offices of the corporation or its consoli-
dated subsidiaries. Include balances due from Federal
Reserve Banks (including reserve, excess, and clearing
balances), commercial banks in the U.S., other deposi-
tory institutions in the U.S., Federal Home Loan
Banks, banks in foreign countries, and foreign central
banks. Include the fair value of interest-bearing bal-
ances due from depository institutions that are
accounted for at fair value under a fair value option.

Line Item 2 Securities:

Line Item 2(a) Held-to-maturity securities, net of
allowance for credit losses.

Report the amortized cost net of allowance for credit
losses. The amount reported in this item must equal the
amount reported in Schedule RC-B, item 4, column A,
“Total Amortized Cost” less the amount of the allow-
ances for credit losses reported in Schedule RI-B,

item 6, column B, the balance end of current period for
“Held-to-maturity debt securities.”

Line Item 2(b) Available-for-sale debt securities not
held for trading.

Institutions must report the amount from Sched-
ule RC-B, item 4, column D, “Total Fair Value.”

Line Item 2(c) Equity securities with readily
determinable fair values not held for trading.

Report the fair value of all investments in mutual funds
and other equity securities (as defined in ASC Topic
321, Investments-Equity Securities) with readily deter-
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Schedule RC

minable fair values that are not held for trading. Such
securities include, but are not limited to, money market
mutual funds, mutual funds that invest solely in U.S.
Government securities, common stock, and perpetual
preferred stock. Perpetual preferred stock does not
have a stated maturity date and cannot be redeemed at
the option of the investor, although it may be redeem-
able at the option of the issuer.

According to ASC Topic 321, the fair value of an
equity security is readily determinable if sales prices or
bid-and-asked quotations are currently available on a
securities exchange registered with the U.S. Securities
and Exchange Commission (SEC) or in the over-the-
counter market, provided that those prices or quota-
tions for the over-the-counter market are publicly
reported by the National Association of Securities
Dealers Automated Quotations systems or by OTC
Markets Group Inc. (“Restricted stock™ meets that
definition if the restriction terminates within one year.)
The fair value of an equity security traded only in a
foreign market is readily determinable if that foreign
market is of a breadth and scope comparable to one of
the U.S. markets referred to above. The fair value of an
investment in a mutual fund (or in a structure similar
to a mutual fund, i.e., a limited partnership or a ven-
ture capital entity) is readily determinable if the fair
value per share (unit) is determined and published and
is the basis for current