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Organization of the Instruction Book
The instruction book is divided into three sections:

(1) The Genera Instructions describing overall report-
ing requirements.

(2) The Line Item Instructions for each schedule of
the report for the consolidated bank holding com-

pany.

(3) The Glossary presenting, in alphabetical order, defi-
nitions and discussions of accounting treatments
under generally accepted accounting principles
(GAAP) and other topics that require more extensive
treatment than is practical to include in the line item
instructions or that are relevant to severa line items
or to the overall preparation of these reports.

In determining the required treatment of particular trans-
actions or portfolio items or in determining the defini-
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tions and scope of the various items, the General Instruc-
tions, the line item instructions, and the Glossary (all of
which are extensively cross-referenced) must be used
jointly. A single section does not necessarily give the
complete instructions for completing all the items of the
reports. The instructions and definitions in section (2) are
not necessarily self-contained; reference to more detailed
treatments in the Glossary may be needed. However, the
Glossary is not, and is not intended to be, a com-
prehensive discussion of accounting principles or

reporting.

Additional copiesof thisinstruction book may be obtained
from the Federal Reserve Bank in the district where the
reporting bank holding company submits its FR Y-9C
reports, or may be found on the Federal Reserve Board's
public website (www.federareserve.gov).
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INSTRUCTIONS FOR PREPARATION OF

Financial Statements

for Bank Holding Companies

FR Y-OC

GENERAL INSTRUCTIONS
Who Must Report
A. Reporting Criteria

All bank holding companies, regardless of size, are
required to submit financia statements to the Federal
Reserve, unless specifically exempted (see description of
exemptions below).

The specific reporting requirements for each bank hold-
ing company depend upon the size of the holding com-
pany, or other specific factors as determined by the
appropriate Federal Reserve Bank. Bank holding compa-
nies must file the appropriate forms as described below:

(1) Bank Holding Companies with Total Consoli-
dated Assets of $500 Million or More. Bank hold-
ing companies with total consolidated assets of
$500 million or more (the top tier of a multi-tiered
holding company, when applicable) must file:

(a) the Consolidated Financial Statements for Bank
Holding Companies (FR Y-9C) quarterly, as of
the last calendar day of March, June, September,
and December.

(b) the Parent Company Only Financial Statements
for Large Bank Holding Companies (FR Y-9LP)
guarterly, as of the last calendar day of March,
June, September, and December.

Each bank holding company that filesthe FRY-9C
must submit the FR Y -OL Pfor its parent company.

For tiered bank holding companies. When bank
holding companies with total consolidated assets of
$500 million, or more, own or control, or are owned
or controlled by, other bank holding companies (i.e.,
are tiered bank holding companies), only the top-tier
holding company must file the FR Y-9C for the
consolidated bank holding company organization

FR Y9C
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unless the top-tier holding company is exempt from
reporting the FR Y -9C. If atop-tier holding company
is exempt from reporting the FR Y-9C, then the
lower-tier holding company (with total consoli-
dated assets of $500 million or more) must file the
FRY-9C.

In addition, such tiered bank holding companies,
regardless of the size of the subsidiary bank holding
company, must also submit, or have the bank holding
company subsidiary submit, a separate FR Y-9LP for
each lower-tier bank holding company.

(2) Bank Holding Companiesthat are Employee Stock
Ownership Plans. Bank holding companies that are
employee stock ownership plans (ESOPs) as of the
last calendar day of the calendar year must file the
Financial Satements for Employee Stock Ownership
Plan Bank Holding Companies (FR Y-9ES) on an
annua basis, as of December 31. No other FR Y-9
series form is required. However, bank holding
companiesthat are subsidiaries of ESOP bank holding
companies (i.e., atiered bank holding company) must
submit the appropriate FR Y-9 series in accordance
with bank holding company reporting requirements.

(3) Bank Holding Companies with Total Consoli-
dated Assets of Less Than $500 Million. Bank
holding companies with total consolidated assets of
less than $500 million must file the Parent Company
Only Financial Statements for Small Bank Holding
Companies (FR Y-9SP) on a semiannual basis, as of
the last calendar day of June and December.t

1. The Reserve Bank with whom the reporting bank holding company
files its reports may require that a bank holding company with total
consolidated assets of less than $500 million submit the FR Y-9C and the
FR Y-9LP reports to meet supervisory needs. Reserve Banks will consider
such criteria including, but not limited to, whether the holding company
(1) isengaged in significant nonbanking activities either directly or through
a nonbank subsidiary; (2) conducts significant off-balance-sheet activities,
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For tiered bank holding companies. When bank
holding companies with total consolidated assets of
less than $500 million, own or control, or are owned
or controlled by, other bank holding companies (i.e.,
are tiered bank holding companies), the top-tier
holding company must file the FR Y-9SP for the
top-tier parent company of the bank holding com-
pany. In addition, such tiered bank holding compa
nies must also submit, or have the bank holding
company subsidiary submit, a separate FR Y-9SP for
each lower-tier bank holding company.

When a bank holding company that has total consoli-
dated assets of less than $500 million is a subsidiary
of a bank holding company that files the FR Y-9C,
the bank holding company that has total consolidated
assets of less than $500 million would report on the
FR Y-9LP rather than the FR Y-9SP.

The instructions for the FR Y-9LP, FR Y-9ES, and the
FR Y-9SP are not included in this booklet but may be
obtained from the Federa Reserve Bank in the district
where the bank holding company files its reports, or may
be found on the Federal Reserve Board's public website
(www .federalreserve.gov/boarddocs/reportforms).

B. Exemptions from Reporting the
Bank Holding Company Financial
Statements

The following bank holding companies do not have to
file bank holding company financial statements:

(1) a bank holding company that has been granted an
exemption under Section 4(d) of the Bank Holding
Company Act; or

(2) a**qualified foreign banking organization” as defined
by Section 211.23(a) of Regulation K (12 CFR
211.23(a)) that controls a U.S. subsidiary bank.

including securitizations or managing or administering assets for third
parties, either directly or through a nonbank subsidiary; or (3) has a
material amount of debt or equity securities (other than trust preferred
securities) outstanding that are registered with the Securities and Exchange
Commission.

In addition, any bank holding company that is not subject to the Federal
Reserve's Capital Adequacy Guidelines, but nonetheless elects to comply
with the guidelines, are required to file acomplete FR Y-9C and FR Y-9LP
report, and generally would not be permitted to revert back to filing the FR
Y -9SP report in any subsequent periods.
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Bank holding companies that are not required to file
under the above criteriamay be required to file this report
by the Federal Reserve Bank of the district in which they
are registered.

C. Shiftsin Reporting Status

A top-tier bank holding company that reaches $500 mil-
lion or more in total consolidated assets as of June 30 of
the preceding year must begin reporting the FR Y-9C and
the FR Y-9LP in March of the current year, and any
lower-tier bank holding companies must begin reporting
the FR Y-9LP in March of the current year. If a top-tier
bank holding company reaches $500 million or more in
total consolidated assets due to a business combination, a
reorganization, or a branch acquisition that is not a
business combination, then the bank holding company
must begin reporting the FR Y-9C and the FR Y-9LP
with the first quarterly report date following the effective
date of the business combination, reorganization, or
branch acquisition, and any lower-tier bank holding
companies must begin reporting the FR Y-9LP with the
first quarterly report date following the effective date. In
general, once abank holding company reaches or exceeds
$500 million in total consolidated assets and beginsfiling
the FR Y-9C and FR Y-9LP, it should file a complete FR
Y-9C and FR Y-9LP going forward (and any lower-tier
bank holding companies should file a complete FR
Y -9LP going forward). If abank holding company’ stotal
consolidated assets should subsequently fall to less than
$500 million for four consecutive quarters, then the bank
holding company may revert to filing the FR Y-9SP (and
any lower-tier bank holding companies may revert to
filing the FR Y-9SP).

Where to Submit the Reports
Electronic Submission

All bank holding companies must submit their completed
reports electronically. Bank holding companies should
contact their district Reserve Bank or go to www.report-
ingandreserves.org for procedures for electronic submis-
sion.

When to Submit the Reports

The Consolidated Financial Satements for Bank Holding
Companies (FR Y-9C) are required to be submitted as of
March 31, June 30, September 30, and December 31. The

FR Y9C
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submission date for bank holding companiesis 40 calen-
dar days after the March 31, June 30, and September 30 as
of dates unless that day falls on a weekend or holiday
(subject to timely filing provisions). The submission date
for bank holding companies is 45 calendar days after the
December 31 as of date. For example, the June 30 report
must bereceived by August 9, and the December 31 report
by February 14.

The term *“‘submission date”’ is defined as the date by
which the Federal Reserve must receive the bank holding
company’s FR Y-9C.

If the submission deadline falls on aweekend 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 and is encouraged. No extensions of time for
submitting reports are granted.

The reports are due by the end of the reporting day on
the submission date (5:00 PM. at each district Reserve
Bank).

How to Prepare the Reports

A. Applicability of GAAP, Consolidation
Rules and SEC Consistency

Bank holding companies are required to prepare and file
the Consolidated Financial Statements for Bank Hold-
ing Companies in accordance with generaly accepted
accounting principles (GAAP) and these instructions. All
reports shall be prepared in a consistent manner. The
bank holding company’s financial records shall be main-
tained in such amanner and scope so asto ensure that the
Consolidated Financial Statements for Bank Holding
Companies can be prepared and filed in accordance with
these instructions and reflect a fair presentation of the
bank holding company’s financial condition and results
of operations.

Bank holding companies should retain workpapers and
other records used in the preparation of these reports.

Scope of the *consolidated bank holding
company” to be reported in the submitted
reports

For purposes of this report, the bank holding company

should consolidate its subsidiaries on the same basis as it
does for its annual reports to the SEC or, for those bank

FR Y9C
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holding companies that do not file reports with the SEC,
on the same basis as described in generally accepted
accounting principles (GAAP). Generdly, under therules
for consolidation established by the SEC and by GAAPR,
bank holding companies should consolidate any com-
pany in which it owns more than 50 percent of the
outstanding voting stock.

Each bank holding company shall account for any invest-
ments in unconsolidated subsidiaries, associated compa:
nies, and those corporate joint ventures over which the
bank holding company exercises significant influence
according to the equity method of accounting, as pre-
scribed by GAAP. The equity method of accounting is
described in Schedule HC, item 8. (Refer to the Glossary
entry for “subsidiaries’ for the definitions of the terms
subsidiary, associated company, and corporate joint
venture.)

Rules of consolidation

For purposes of these reports, all offices (i.e., branches
and subsidiaries) that are within the scope of the consoli-
dated bank holding company as defined above are to be
reported on a consolidated basis. Unless the report form
captions or the line item instructions specifically state
otherwise, this consolidation shall be on a line-by-line
basis, according to the caption shown. As part of the
consolidation process, the results of al transactions and
al intercompany balances (e.g., outstanding asset/debt
relationships) between offices, subsidiaries, and other
entities included in the scope of the consolidated bank
holding company are to be eliminated in the consolida-
tion and must be excluded from the Consolidated Finan-
cial Satements for Bank Holding Companies. (For
example, eliminate in the consolidation: (1) loans made
by the bank holding company to a consolidated subsid-
iary and the corresponding liability of the subsidiary to
the bank holding company, (2) a consolidated subsid-
iary’s deposits in another consolidated bank holding
company subsidiary and the corresponding cash or
interest-bearing asset balance of the subsidiary, and
(3) the intercompany interest income and expense related
to such loans and deposits of the bank holding company
and its consolidated subsidiaries.)

Subsidiaries of Subsidiaries. For a subsidiary of a bank
holding company that isin turn the parent of one or more
subsidiaries:
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(1) Each subsidiary shall consolidate its majority-owned
subsidiaries in accordance with the consolidation
regquirements set forth above.

(2) Each subsidiary shall account for any investmentsin
unconsolidated subsidiaries, corporate joint ventures
over which the bank holding company exercises
significant influence, and associated companies
according to the equity method of accounting.

Minority Interests. A minority interest arises when the
reporting bank holding company owns less than 100 per-
cent of the stock of a consolidated subsidiary. The
minority interest consists of the shares of stock not
owned by the reporting bank holding company. Report
minority interests in the reporting bank holding compa-
ny’'s consolidated subsidiaries in Schedule HC, item 22,
“Minority interest in consolidated subsidiaries and simi-
lar items.” Report income (or loss) associated with such
minority interests in item 10, “Minority interest” in
Schedule HI, ** Consolidated Report of Income.”

Reporting by type of office
(for bank holding companies
with foreign offices)

Some information in the Consolidated Financial State-
ments for Bank Holding Companies are to be reported by
type of office (e.g., for domestic offices or for foreign
offices) as well as for the consolidated bank holding
company. Where information is caled for by type of
office, the information reported shall be the office com-
ponent of the consolidated item unless otherwise speci-
fiedinthelineiteminstructions. That is, asageneral rule,
the office information shall be reported at the same level
of consolidation as the fully consolidated statement, shall
reflect only transactions with parties outside the scope
of the consolidated bank holding company, and shall
exclude al transactions between offices of the consoli-
dated bank holding company as defined above. See the
Glossary entries for ““domestic office” and *‘foreign
office” for the definitions of these terms.

Exclusions from coverage of the
consolidated report

Equity securities acquired for debts previously con-
tracted. For purposes of this report, the equity securities
of an unaffiliated bank, bank holding company, or any
other unaffiliated company acquired by the reporting
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bank holding company or its consolidated subsidiaries
for debts previously contracted should be reported on the
balance sheet as third party transactions in the appropri-
ate line item(s). These unaffiliated companies should not
be reported as an investment in a subsidiary nor should
they be consolidated, for purposes of this report, even
when the equity securities represent a majority of the
outstanding stock of the company.

Subsidiaries held on a temporary basis. If control of a
majority-owned subsidiary by the bank holding company
is likely to be temporary or does not rest with the bank
holding company because of lega or other reasons (e.g.,
the subsidiary is in bankruptcy), the subsidiary is not
required to be consolidated for purposes of the report.
Thus, the bank holding company’s investments in such
subsidiaries are not eliminated in consolidation but will
be reflected in the reports in the balance sheet item for
“Investments in unconsolidated subsidiaries and associ-
ated companies” (Schedule HC, item 8) and other trans-
actions of the bank holding company with such subsidiar-
ieswill be reflected in the appropriate items of the reports
in the same manner as transactions with unrelated outside
parties. Additional guidance on this topic is provided in
accounting standards, including Financial Accounting
Standards Board Statement No. 94 and SEC Staff Ac-
counting Bulletin No. 92.

Custody accounts. All custody and safekeeping activities
(i.e., the holding of securities, jewelry, coin collections,
and other valuables in custody or in safekeeping for
customers) should not to be reflected on any basis in the
balance sheet of the Consolidated Financial Statements
for Bank Holding Companies unless cash funds held by
the bank in safekeeping for customers are commingled
with the general assets of the reporting bank holding
company. In such cases, the commingled funds would be
reported in the Consolidated Financial Statements for
Bank Holding Companies as deposit liabilities of the
bank holding company.

For bank holding companies that file financial statements
with the Securities and Exchange Commission (SEC),
major classifications including total assets, total liabili-
ties, total equity capital and net income should generaly
be the same between the FR Y-9C report filed with the
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Federal Reserve and the financial statements filed with
the SEC.

B. Report Form Captions, Non-applicable
Items and Instructional Detail

No caption on the report forms shall be changed in any
way. An amount or a zero should be entered for all items
except in those cases where (1) the reporting bank hold-
ing company does not have any foreign offices; (2) the
reporting company does not have any depository institu-
tions that are subsidiaries other than commercia banks;
or (3) the reporting bank holding company has no con-
solidated subsidiaries that render services in any fidu-
ciary capacity and its subsidiary banks have no trust
departments. If the reporting bank holding company has
only domestic offices, Schedule HC, items 13(b)(1) and
13(b)(2), and Schedule HI, items 1(a)(2) and 2(a)(2)
should be left blank. If the reporting company does not
have any depository institutions that are subsidiaries
other than commercia banks, then Schedule HC-E, items
2(a) through 2(e) should be left blank. If the reporting
company does not have any trust activities, then
Schedule HI, item 5(a) should be left blank. Bank hold-
ing company should leave blank memorandum items
9(a) through 9(d) of Schedule HI if the reporting bank
holding company does not have average trading assets of
$2 million or more (reported on Schedule HC-K, item
4(a)) as of the March 31st report date of the current
calendar year.

In addition, bank holding companies who are not
required to report Schedule HC-D or Schedule HC-Q
may |eave these schedules blank.

There may be areas in which a bank holding company
wishes more technical detail on the application of
accounting standards and procedures to the requirements
of these instructions. Such information may often be
found in the appropriate entriesin the Glossary section of
these instructions or, in more detail, in the GAAP stan-
dards. Selected sections of the GAAP standards are
referenced in the instructions where appropriate. The
accounting entries in the Glossary are intended to serve
as an aid in specific reporting situations rather than a
comprehensive statement on accounting for bank holding
companies.

Questions and requests for interpretations of matters
appearing in any part of these instructions should be
addressed to the appropriate Federal Reserve Bank (that
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is, the Federal Reserve Bank in the district where the
bank holding company submits this report).

C. Rounding

For bank holding companies with total assets of less than
$10 billion, al dollar amounts must be reported in
thousands, with the figures rounded to the nearest thou-
sand. Items less than $500 will be reported as zero. For
bank holding companies with total assets of $10 billion
or more, al dollar amounts may be reported in thousands,
but each bank holding company, at its option, may round
the figures reported to the nearest million, with zeros
reported in the thousands column. For bank holding
companies exercising this option, amounts less than
$500,000 will be reported as zero.

Rounding could result in details not adding to their stated
totals. However, to ensure consistent reporting, the
rounded detail items should be adjusted so that the totals
and the sums of their components are identical.

On the Consolidated Financial Statements for Bank
Holding Companies, “‘Total assets’ (Schedule HC,
item 12) and “Tota liabilities, minority interest, and
equity capital” (Schedule HC, item 29), which must be
equal, must be derived from unrounded numbers and
then rounded to ensure that these two items are equal as
reported.

D. Negative Entries

Except for the items listed below, negative entries are
generally not appropriate on the FR Y-9C and should 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. Items for which
negative entries may be made, include:

(1) Schedule HI, memorandum item 6, *Other non-
interest income (itemize and describe the three
largest amounts that exceed 1 percent of the sum of
Schedule HI, item 1(h) and 5(m)).”

(2) Schedule HI, memorandum item 7 ‘“Other non-
interest expense (itemize and describe the three
largest amounts that exceed 1 percent of Schedule
HI, items 1(h) and 5(m)).”

(3) Schedule HI, item 5(€), * Venture capital revenue.”
(4) Schedule HI, item 5(f), ““ Net servicing fees.”

(5) Schedule HI, item 5(g), ‘‘Net securitization in-
come.’
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(6) Schedule HI-A, item 12, “Other comprehensive
income.”

(7) Schedule HC, item 8, “Investments in unconsoli-
dated subsidiaries and associated companies.”

(8) Schedule HC, item 26(a), *“ Retained earnings.”

(9) Schedule HC, item 26(b), “Accumulated other
comprehensive income.”

(10) Schedule HC, item 27, “Other equity capita
components. "

(11) Schedule HC, item 28, ““ Total equity capital.”

(12) Schedule HC-C, items 10, 10(a), and 10(b), on
“Lease financing receivables (net of unearned
income).”

(13) Schedule HC-B, items 5(a) and 5(b), on *“ Noninter-
est income for the quarter from the sale, securitiza-
tion, and servicing of 14 family residential mort-
gage loans .”

(14) Schedule HC-Q, item 7, ““Loan commitments (not
accounted for as derivatives).”

(15) Schedule HC-R, item 1, ** Total equity capital.”

(16) Schedule HC-R, item 2, “Net unrealized gains
(losses) on available-for-sale securities.”

(17) Schedule HC-R, item 4, “Accumulated net gains
(losses) on cash flow hedges.”

(18) Schedule HC-R, item 7(b), “LESS: Cummulative
change in fair value of al financia liabilities
accounted for under a fair value option that is
included in retained earnings and is attributable to
changes in the bank holding company’s own cred-
itworthiness.”

(19) Schedule HC-R, item 8, ** Subtotal

(20) Schedule HC-R, item 10, “Other additions to
(deductions from) Tier 1 capital.”

(21) Schedule HC-R, item 11, “ Tier 1 capital.”
(22) ScheduleHC-R, item 21, ** Total risk-based capital .”

(23) Schedule HC-R, Column B, “‘Items Not Subject
to Risk-Weighting,” for asset categoriesin items 34
through 43.

When negative entries do occur in one or more of these

GEN-6

items, they shall be recorded with a minus (=) sign rather
than in parenthesis.

On the Consolidated Report of Income (Schedule HI),
negative entries may appear as appropriate. Incomeitems
with a debit balance and expense items with a credit
balance must be reported with a minus (=) sign.

E. Confidentiality

The completed version of this report generdly is avail-
able to the public upon request on an individual basis.
However, areporting bank holding company may request
confidential treatment for the Consolidated Financial
Satements for Bank Holding Companies (FR Y-9C) if
the bank holding company is of the opinion that disclo-
sure of specific commercia or financia information in
the report would likely result in substantial harm to its
competitive position, or that disclosure of the submitted
information would result in unwarranted invasion of
personal privacy.

A request for confidential treatment must be submitted in
writing prior to the eectronic submission of the report.
The request must discuss in writing the justification for
which confidentiaity is requested and must demonstrate
the specific nature of the harm that would result from
public release of the information. Merely stating that
competitive harm would result or that information is
personal is not sufficient.

Information for which confidential treatment is requested
may subsequently be released by the Federal Reserve
System if the Board of Governors determines that the
disclosure of such information is in the public interest.

F. Verification and Signatures

Verification. All addition and subtraction should be
double-checked before reports are submitted. Totals and
subtotalsin supporting materials should be cross-checked
to corresponding items elsewhere in the reports. Before a
report is submitted, all amounts should be compared with
the corresponding amountsin the previous report. If there
are any unusua changes from the previous report, a brief
explanation of the changes should be provided to the
appropriate Reserve Bank.

Signatures.

The Consolidated Financial Statements for Bank Hold-
ing Companies must be signed by the Chief Financial
Officer of the bank holding company (or by the indi-
vidual performing this equivalent function).
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Bank holding companies must maintain in their files a
manually signed and attested printout of the data submit-
ted. The cover page of the Reserve Bank-supplied,
holding company’s software, or from the Federal
Reserve's website report form should be used to fulfill
the signature and attestation requirement and this page
should be attached to the printout placed in the bank
holding company’ s files.

G. Amended Reports

When the Federal Reserve' sinterpretation of how GAAP
or these instructions should be applied to a specified
event or transaction (or series of related events or trans-
actions) differs from the reporting bank holding compa-
ny’s interpretation, the Federal Reserve may require the
bank holding company to reflect the event(s) or trans-
action(s) in its FR Y-9C in accordance with the Federal
Reserve' sinterpretation and to amend previously submit-
ted reports. The Federal Reserve will consider the mate-
riality of such event(s) or transaction(s) in making a
determination about requiring the bank holding company
to apply the Federal Reserve' sinterpretation and to amend
previously submitted reports. Materiality is a qualitative
characteristic of accounting information which is defined
in FASB Concepts No. 2 as ‘““the magnitude of an
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omission or misstatement of accounting information that,
in the light of surrounding circumstances, make it prob-
able that the judgment of a reasonable person relying on
the information would have been changed or influenced
by the omission or misstatement.”

The Federal Reserve may require the filing of amended
Consolidated Financial Statements for Bank Holding
Companies if reports as previously submitted contain
significant errors. In addition, a bank holding company
should file an amended report when internal or externa
auditors make audit adjustments that result in a restate-
ment of financial statements previously submitted to the
Federal Reserve.

The Federal Reserve also requests that bank holding
companies that have restated their prior period financia
statements as a result of an acquisition submit revised
reports for the prior year-ends. While information to
complete all schedules to the FR Y-9C may not be
available, bank holding companies are requested to pro-
vide the Consolidated Balance Sheet (Schedule HC) and
the Consolidated Report of Income (Schedule HI) for the
prior year-ends. In the event that certain of the required
data are not available, bank holding companies should
contact the appropriate Reserve Bank for information on
submitting revised reports.
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LINE ITEM INSTRUCTIONS FOR

Consolidated Report of Income

Schedule HI

The line item instructions should be read in conjunction with the Glossary and
other sections of these instructions. See the discussion of the Organization of the

Instruction Books in the General Instructions.

General Instructions

Report in accordance with these instructions all income
and expense of the consolidated bank holding company
for the calendar year-to-date. Include adjustments of
accruals and other accounting estimates made shortly
after the end of a reporting period which relate to the
income and expense of the reporting period.

Bank holding companies that began operating during the
reporting period should report in the appropriate items of
Schedule HI &l income earned and expense incurred
since commencing operations. The bank holding com-
pany should report pre-opening income earned and
expenses incurred from inception until the date opera-
tions commenced using one of the two methods described
in the Glossary entry for ““ start-up activities.”

If the bank holding company entered into a business
combination which became effective during the reporting
period and which has been accounted for as a pooling of
interests, report the income and expense of the combined
business for the entire year-to-date. If the bank holding
company entered into a business combination which
became effective during the reporting period and which
has been accounted for as a purchase, report the income
and expense of the acquired bank or business only after
its acquisition. Refer to the Glossary entry for ** business
combinations” for further information.

Assets and liabilities accounted under the fair value
option — Under U.S. generally accepted accounting
principles (GAAP) (i.e., FASB Statement No. 159, “The
Fair Value Option for Financial Assets and Financial
Liabilities” (FAS 159); FASB Statement No. 155, “Ac-
counting for Certain Hybrid Financial Instruments’ (FAS
155); and FASB Statement No. 156, “Accounting for
Servicing of Financia Assets’ (FAS 156)), the bank
holding company may elect to report certain assets and
liahilities at fair value with changes in fair value recog-
nized in earnings. This election is generally referred to as
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the fair value option. If the bank holding company has
elected to apply the fair value option to interest-bearing
financial assetsand liabilities, it should report the interest
income on these financia assets (except any that are in
nonaccrual status) and the interest expense on these
financial liabilities for the year-to-date in the appropriate
interest income and interest expense items on Schedule
HI, not as part of the reported change in fair value of
these assets and liabilities for the year-to-date. The bank
holding company 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 recognized on the balance
sheet. Although the use of the contractual interest rate is
an acceptable method under GAAP, when a financid
asset or liability has a significant premium or discount
upon initial recognition, the measurement of interest
income or interest expense under the effective yield
method more accurately portrays the economic substance
of the transaction. In addition, in some cases, GAAP
requires a particular method of interest income recogni-
tion when the fair value option is elected. For example,
when the fair value option has been applied to a benefi-
cia interest in securitized financial assets within the
scope of Emerging Issues Task Force Issue No. 99-20,
“Recognition of Interest Income and Impairment on
Purchased and Retained Beneficial Interests in Securi-
tized Financial Assets,” interest income should be mea-
sured in accordance with the consensus in this Issue.
Similarly, when the fair value option has been applied to
a purchased impaired loan or debt security accounted for
under 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 Statement of
Position when accrual of income is appropriate. For
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further information, see the Glossary entry for “Pur-
chased Impaired Loans and Debt Securities.”

Revaluation adjustments, excluding amounts reported as
interest income and interest expense, to the carrying
value of al assets and liabilities reported in Schedule HC
at fair value under a fair value option (excluding servic-
ing assets and liabilities reported in Schedule HC, item
10(b), “Other intangible assets,” and Schedule HC, item
20, “Other lighilities,” respectively, and assets and liabili-
ties reported in Schedule HC, item 5, * Trading assets,”
and Schedule HC, item 15, “ Trading liabilities,” respec-
tively) resulting from the periodic marking of such assets
and liabilities to fair value should be reported as “ Other
noninterest income” in Schedule HI, item 5(1).

Lineltem 1 Interest income.

Line ltem 1(a) Interest and fee income on loans.

Report in the appropriate subitem all interest, fees, and
similar charges levied against or associated with all
assets reportable as loans in Schedule HC-C, items 1
through 9.

Deduct interest rebated to customers on loans paid before
maturity from gross interest earned on loans, do not
report as an expense.

Include as interest and fee income on loans:

(1) Interest on all assets reportable as loans extended
directly, purchased from others, sold under agree-
ments to repurchase, or pledged as collateral for any
purpose.

(2) Loan origination fees, direct loan origination costs,
and purchase premiums and discounts on loans held
for investment, al of which should be deferred and
recognized over the life of the related loan as an
adjustment of yield under FASB Statement No. 91 as
described in the Glossary entry for "loan fees." See
exclusion (3) below.

(3) Loan commitment fees (net of direct loan origination
costs) that must be deferred over the commitment
period and recognized over the life of the related loan
as an adjustment of yield under FASB Statement No.
91 as described in the Glossary entry for "loan fees."

(4) Investigation and service charges, fees representing a
reimbursement of loan processing costs, renewal and
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past-due charges, prepayment penalties, and fees
charged for the execution of mortgages or agree-
ments securing the bank holding company’s loans.

(5) Charges levied against overdrawn accounts based on
the length of time the account has been overdrawn,
the magnitude of the overdrawn balance, or which
are otherwise equivalent to interest. See exclusion (6)
below.

(6) The contractual amount of interest income earned on
loans that are reported at fair value under afair value
option.

Exclude from interest and fee income on loans:

(1) Fees for servicing real estate mortgages or other
loans that are not assets of the bank holding company
(report in Schedule HI, item 5(f), "Net servicing
fees").

(2) Charges to merchants for the bank holding compa-
ny’s handling of credit card or charge sales when the
bank holding company does not carry the related loan
accounts on its books (report as "Other noninterest
income" in Schedule HI, item 5(1)). Bank holding
companies may report thisincome net of the expenses
(except salaries) related to the handling of these
credit card or charge sales.

(3) Loan origination fees, direct loan origination costs,
and purchase premiums and discounts on loans held
for sale, all of which should be deferred until the loan
is sold (rather than amortized). The net fees or costs
and purchase premium or discount are part of the
recorded investment in the loan. When the loan is
sold, the difference between the sales price and the
recorded investment in the loan is the gain or loss on
the sale of the loan. See exclusion (4) below.

(4) Net gains (losses) from the sale of al assets report-
able as loans (report in Schedule HI, item 5(i), "Net
gains (losses) on sales of loans and leases"). Refer to
the Glossary entry for "transfers of financial assets.”

(5) Reimbursementsfor out-of-pocket expenditures (e.g.,
for the purchase of fire insurance on real estate
securing a loan) made by the bank holding company
for the account of its customers. If the bank holding
company’s expense accounts were charged with the
amount of such expenditures, the reimbursements
should be credited to the same expense accounts.

FRY-9C

Schedule HI  March 2008



Schedule HI

(6) Transaction or per item charges|evied against deposit
accounts for the processing of checks drawn against
insufficient funds that the bank holding company
assesses regardless of whether it decides to pay,
return, or hold the check, so-called "NSF check
charges' (report as "Service charges on deposit
accounts (in domestic offices)," in Schedule HI, item
5(b), or, if levied against deposit accounts in foreign
offices, as "Other noninterest income" in Schedule
HI, item 5(1)). See inclusion (5) above.

(7) Interchange fees earned from credit card transactions
(report as "Other noninterest income" in Schedule
HI, item 5(1)).

Line Item 1(a)(1) Interest and fee income on loans

in domestic offices.

Report al interest, fees, and similar charges levied
against or associated with al loans in domestic offices
reportable in Schedule HC-C, items 1 through 9, col-
umn B for bank holding companies with foreign offices
and reportable in Schedule HC-C, items 1 through 9, for
bank holding companies with domestic offices only.

Line Item 1(a)(1)(a) Interest and fee income on
loans secured by 1-4 family residential properties.

Report al interest, fees, and similar charges levied
against or associated with all loans secured by 1-4 family
residential properties (in domestic offices) reportable in
Schedule HC-C, item 1(c), column B.

Line Item 1(a)(1)(b) Interest and fee income on all
other loans secured by real estate.

Report al interest, fees, and similar charges levied
against or associated with all loans secured by real estate
(in domestic offices) reportable in Schedule HC-C, items
1(a), 1(b), 1(d), and 1(e), column B, excluding those
secured by 1-4 family residentia properties.

Line Item 1(a)(1)(c) Interest and fee income on all

other loans.

Report al interest, fees, and similar charges levied
against or associated with al other loans (in domestic
offices) (other than loans secured by real estate in domes-
tic offices) reportable in Schedule HC-C, items 2 through
9, column B.
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Line Item 1(a)(2) Interest and fee income on loans
in foreign offices, Edge and Agreement subsidiaries,
and IBFs.

Report all interest, fees, and similar charges levied
against or associated with al loans in foreign offices,
Edge and Agreement subsidiaries, and IBFs reportablein
Schedule HC-C, column A, items 1 through 9.

Line Item 1(b)
receivables.

Income from lease financing

Report income from direct financing and leveraged leases
reportable in Schedule HC-C, item 10, ** Lease financing
receivables (net of unearned income).” (See Glossary
entry for “*lease accounting.”)

Exclude:

(1) Any investment tax credit associated with leased
property (include in Schedule HI, item 9, “Appli-
cable income taxes.”)

(2) Provision for possible losses on leases (report in
Schedule HI, item 4, *Provision for loan and lease
losses’).

(3) Rental fees applicable to operating leases for furni-
ture and equipment rented to others (report in Sched-
ule HI, item 5(1), * Other noninterest income”).

Line Item 1(c) Interest income on balances due
from depository institutions.

Report al income on assets reportable in Schedule HC,
item 1(b), "Interest-bearing balances due from depository
institutions.” Include the contractual amount of interest
income earned on interest-bearing balances due from
depository institutions that are reported at fair value
under afair value option.

Line Item 1(d) Interest and dividend income on

securities.

Report in the appropriate subitem all income on assets
that are reportable in Schedule HC-B, Securities. Include
accretion of discount on securities for the current period.
Deduct current amortization of premium on securi-
ties. (Refer to the Glossary entry for *‘premiums and
discounts.”)

Include interest and dividends on securities held in the
consolidated bank holding company’s portfolio, loaned,

HI-3



Schedule HI

sold subject to repurchase, or pledged as collateral for
any purpose.

Include interest received at the sale of securities to the
extent that such interest had not already been accrued on
the consolidated bank holding company’s books.

Do not deduct accrued interest included in the purchase
price of securities from income on securities and do not
charge to expense. Record such interest in a separate
asset account (to be reported in Schedule HC, item 11,
““Other assets’) to be offset upon collection of the next
interest payment.

Report income from detached U.S. Government security
coupons and ex-coupon U.S. Government securities not
held for trading in item 1(d)(3) as interest and dividend
income on “All other securities.” Refer to the Glossary
entry for ‘“‘coupon stripping, Treasury receipts, and
STRIPS.”

Exclude from interest and dividend income on securites;

(1) Realized gains (losses) on held-to-maturity securities
and on available-for-sale securities (report in Sched-
ule HI, items 6(a) and 6(b), respectively).

(2) Net unrealized holding gains (losses) on available-
for-sale securities (include the amount of such net
unrealized holding gains (losses) in Schedule HC,
item 26(b), “Accumulated other comprehensive in-
come,” and the calendar year-to-date change in such
net unrealized holding gains (losses) in Schedule
HI-A, item 10, * Other comprehensive income)” .

(3) Income from advancesto, or obligations of, mgjority-
owned subsidiaries not consolidated, associated com-
panies, and those corporate joint ventures over which
the consolidated bank holding company exercises
significant influence (report as ** Noninterest income”
in the appropriate subitem of Schedule HI, item 5).

Line Item 1(d)(1) U.S Treasury securities and U.S.
government agency obligations (excluding
mortgage-backed securities).

Report income from all securities reportable in Sched-
uleHC-B, item 1, ““U.S. Treasury securities,” and item 2,
“U.S. government agency obligations.” Include accretion
of discount on U.S. Treasury hills.

Line Item 1(d)(2) Mortgage-backed securities.

Report all income from securities reportable in Sched-
ule HC-B, item 4, ** Mortgage-backed securities.”
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Line Item 1(d)(3) All other securities.

Report in the appropriate subitem income from all other
debt securities and from all equity securities of com-
panies domiciled in the U.S. that are reportable in
Schedule HC-B, item 3, ** Securities issued by states and
political subdivisionsinthe U.S.,” item 5, “‘Asset-backed
securities (ABS),” item 6, “*Other debt securities,” and
item 7, “Investments in mutua funds and other equity
securities with readily determinable fair values.”

Exclude from interest and dividend income on all other
securities:

(1) Income from equity securities that do not have
readily determinable fair values (report as **Other
interest income” in Schedule HI, item 1(g)).

(2) The consolidated bank holding company’s propor-
tionate share of the net income or loss from its
common stock investments in domestic unconsoli-
dated subsidiaries, associated companies, and those
corporate joint ventures over which the consoli-
dated bank holding company exercises significant
influence (report income or loss before extraordi-
nary items and other adjustments in the appropriate
subitem of item 5 and report extraordinary items, net
of applicable taxes and minority interest, in Sched-
ule HI, item 12).

Line Item 1(e)
assets.

Interest income from trading

Report the interest income earned on assets reportable in
Schedule HC, item 5, *“ Trading assets.”

Include accretion of discount on assets held in trading
accounts that have been issued on a discount basis, such
as U.S. Treasury bills and commercia paper.

Exclude gains (losses) and fees from trading assets,
which should be reported in Schedule HI, item 5(c),
“Trading revenue.” Also exclude revaluation adjust-
ments from the periodic marking to market of derivative
contracts held for trading purposes, which should be
reported as trading revenue in Schedule HI, item 5(c).
The effect of the periodic net settlements on these
derivative contracts should be included as part of the
revaluation adjustments from the periodic marking to
market of the contracts.
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Line Item 1(f) Interest income on federal funds
sold and securities purchased under agreements to
resell.

Report the gross revenue from assets reportable in Sched-
ule HC, item 3, "Federal funds sold and securities
purchased under agreements to resell." Include the con-
tractual amount of interest income earned on federal
funds sold and securities purchased under agreements to
resell that are reported at fair value under a fair value
option.

Lineltem 1(g) Other interest income.

Report al interest income not properly reported in
items 1(a) through 1(f) above. Other interest income
includes, but is not limited to:

(1) Interest income on real estate sales contracts report-
able in Schedule HC, item 7, “Other rea estate
owned.”

(2) Interest income from advances to, or obligations of,
majority-owned subsidiaries not consolidated on this
report, associated companies, and those corporate
joint ventures over which the consolidated bank
holding company exercises significant influence.

Exclude the consolidated bank holding company’s
proportionate share of the income or loss before
extraordinary items and other adjustments from its
common stock investments in unconsolidated sub-
sidiaries, associated companies, and those corporate
joint ventures over which the bank holding company
exercises significant influence (report in item 5(1),
““Other noninterest income”) and the consolidated
bank holding company’ s proportionate share of mate-
rial extraordinary items and other adjustments of
these entities (report in item 12, “Extraordinary
items net of applicable taxes and minority interest”).

(3) Interest received on other assets not specified above.

Line Item 1(h) Total interest income.

Report the sum of items 1(a) through 1(g).

Lineltem 2 Interest expense.

Line Item 2(a) Interest on deposits.

Report in the appropriate subitem all interest expense,
including amortization of the cost of merchandise or
property offered in lieu of interest payments, on deposits
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reportable in Schedule HC, item 13(a)(2), "Interest-
bearing deposits in domestic offices," and Schedule HC,
item 13(b)(2), "Interest-bearing deposits in foreign of-
fices, Edge and Agreement subsidiaries, and IBFs."

Exclude the cost of gifts or premiums (whether in the
form of merchandise, credit, or cash) given to depositors
at the time of the opening of anew account or an addition
to, or renewal of, an existing account (report in Schedule
HI, item 7(d), "Other noninterest expense'").

Include asinterest expense on the appropriate category of
deposits finders' fees and brokers fees that represent an
adjustment to the interest rate paid on deposits the
reporting bank holding company acquires through bro-
kers. If material, such fees should be capitalized and
amortized over the term of the related deposits. However,
exclude fees levied by brokers that are, in substance,
retainer fees or that otherwise do not represent an adjust-
ment to the interest rate paid on brokered deposits (report
in Schedule HI, item 7(d), "Other noninterest expense").

Also include as interest expense the contractual amount
of interest expense incurred on deposits that are reported
at fair value under a fair value option. Deposits with
demand features (e.g., demand and savings deposits in
domestic offices) are generally not eligible for the fair
value option.

Deduct from the gross interest expense of the appropriate
category of time deposits penalties for early withdrawals,
or portions of such penalties, that represent the forfeiture
of interest accrued or paid to the date of withdrawal. If
material, portions of penalties for early withdrawals that
exceed the interest accrued or paid to the date of with-
drawal should not be treated as a reduction of interest
expense but should be included in "Other noninterest
income" in Schedule HI, item 5(1).

Line Item 2(a)(1)
offices.

Interest on depositsin domestic

Line Item 2(a)(1)(a)
$100,000 or more,

Interest on time deposits of

Report interest expense on all time deposits reportable
in Schedule HC-E, items 1(€) and 2(€), ““ Time deposits
of $100,000 or more” in domestic offices of commer-
cia banks and in domestic offices of other depository
institutions.

HI-5



Schedule HI

Line Item 2(a)(1)(b)
less than $100,000.

Report in this item al interest expense reportable in
Schedule HC-E, items 1(d) and 2(d), ** Time deposits of
less than $100,000” in domestic offices of subsidiary
commercia banks and in domestic offices of other sub-
sidiary depository institutions.

Interest on time deposits of

Line Item 2(a)(1)(c)

Report interest expense on all deposits reportable in
Schedule HC, item 13(a)(2), ‘“Interest-bearing deposits
in domestic offices,” excluding interest on time deposits
in domestic offices of subsidiary commercia banks and
in domestic offices of other subsidiary depository insti-
tutions, which are reportable in items 2(a)(1)(a) or
2(a)(1)(b) above.

Interest on other deposits.

Line Item 2(a)(2) Interest on depositsin foreign
offices, Edge and Agreement subsidiaries, and I BFs.

Report interest expense on all deposits in foreign offices
reportable in Schedule HC, item 13(b)(2), ‘‘Interest-
bearing deposits in foreign offices, Edge and Agreement
subsidiaries, and IBFs.”

Line Item 2(b) Expense of federal funds
purchased and securities sold under agreements to
repurchase.

Report the gross expense of all liabilities reportable in
Schedule HC, item 14, "Federal funds purchased and
securities sold under agreements to repurchase.” Include
the contractual amount of interest expense incurred on
federal funds purchased and securities sold under agree-
ments to repurchase that are reported at fair value under a
fair value option.

Report the income of federal funds sold and securities
purchased under agreements to resell in Schedule HI,
item 1(f); do not deduct from the gross expense reported
in thisitem. However, if amounts recognized as payables
under repurchase agreements have been offset against
amounts recognized as receivables under reverse repur-
chase agreements and reported as a net amount in
Schedule HC, Balance Sheet, in accordance with FASB
Interpretation No. 41, the income and expense from these
agreements may be reported on a net basis in Schedule
HI, Income Statement.
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Line Item 2(c) Interest on trading liabilities and
other borrowed money.

Report the interest expense on all liabilities reportable in
Schedule HC, item 15, "Trading liabilities," and item 16,
"Other borrowed money." Include the contractual amount
of interest expense incurred on other borrowed money
reported at fair value under afair value option.

Line ltem 2(d) Interest on subordinated notes and

debentures.

Report the interest expense on all liabilities reportable in
Schedule HC, item 19(a), " Subordinated notes and deben-
tures." Include the contractual amount of interest expense
incurred on subordinated notes and debentures reported
at fair value under a fair value option.

Include the interest expense of mandatory convertible
securities associated with gross equity contract notes and
gross equity commitment notes.

Include amortization of expensesincurred in the issuance
of subordinated notes and debentures. Capitalize such
expenses, if material, and amortize them over the life of
the related notes and debentures (unless the notes and
debentures are reported at fair value under a fair value
option, in which case issuance costs should be expensed
as incurred).

Exclude from this item interest on any reportable notes
payable to unconsolidated special purpose entities that
issue trust preferred securities (included in Schedule HC,
item 19(b), "Subordinated notes payable to unconsoli-
dated trusts issuing trust preferred securities, and trust
preferred securities issued by consolidated special pur-
pose entities'). Report this interest expense in Schedule
HI, item 2(e), "Other interest expense.”

Exclude from this item the amortization of expenses
incurred in the issuance of these notes payable. Capital-
ize such expenses, if material, and amortize them over
the life of the related notes payable. Report these amor-
tized issuance costs in Schedule HI, item 2(e).

Exclude dividends declared or paid on limited-life pre-
ferred stock (report dividends declared in Schedule HI-A,
item 10).

Line Item 2(e) Other interest expense.

Report in this item the interest expense on al other
liabilities not reported in Schedule HI, items 2(a) through
2(d) above.
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Line Item 2(f) Total interest expense.
Report the sum of Schedule HI, items 2(a) through 2(e).

Lineltem 3 Net interest income.

Report the difference between item 1(h), ““ Total interest
income” and item 2(f), “ Total interest expense.” If the
amount is negative, enclose it in parentheses.

Lineltem 4 Provision for loan and lease |osses.

Report the amount needed to make the allowance for loan
and lease losses, as reported in Schedule HC, item 4(c),
adequate to absorb estimated credit losses, based upon
management’ s evaluation of the loans and leases that the
reporting bank holding company has the intent and
ability to hold for the foreseeable future or until maturity
or payoff. Also include in this item any provision for
allocated transfer risk related to loans and leases. The
amount reported in this item must equal Schedule HI-B,
Part 11, item 5, “‘Provision for loan and lease losses.”
Enclose negative amounts in parentheses.

Exclude any provision for credit losses on off-balance
sheet credit exposures which should be reported in
Schedule HI, item 7(d), *“ Other noninterest expense.”

The amount reported here may differ from the bad debt
expense deduction taken for federal income tax purposes.
(Refer to the Glossary entry for **alowance for loan and
lease losses” for additional information.)

Lineltem 5 Noninterest income;

Line ltem 5(a) Income from fiduciary activities.

Report gross income from services rendered by the trust
departments of the bank holding company’s banking
subsidiaries or by any of the bank holding company’s
consolidated subsidiaries acting in any fiduciary capacity.
Include commissions and fees on the sales of annuities by
these entities that are executed in afiduciary capacity.

Exclude commissions and fees received for the accumu-
lation or disbursement of funds deposited to Individual
Retirement Accounts (IRAs) or Keogh Plan accounts
when they are not handled by the trust departments
of the holding company’s subsidiary banks (report in
item 5(b), “Service charges on deposit accounts in
domestic offices”).

Leave this item blank if the subsidiary banks of the
reporting bank holding company have no trust depart-
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ments and the bank holding company has no consolidated
subsidiaries that render servicesin any fiduciary capacity.

Line Item 5(b) Service charges on deposit
accounts in domestic offices.

Report in thisitem amounts charged depositorsin domes-
tic offices:

(1) For the maintenance of their deposit accounts with
the bank holding company or its consolidated sub-
sidiaries, so-called ** maintenance charges.”

(2) For their failure to maintain specified minimum
deposit balances.

(3) Based on the number of checks drawn on and
deposits made in their deposit accounts.

(4) For checks drawn on so-called *“no minimum bal-
ance”’ deposit accounts.

(5) For withdrawals from nontransaction deposit ac-
counts.

(6) For the closing of savings accounts before a speci-
fied minimum period of time has elapsed.

(7) For accounts which have remained inactive for
extended periods of time or which have become
dormant.

(8) For deposits to or withdrawals from deposit ac-
counts through the use of automated teller machines
or remote service units.

(9) For the processing of checks drawn against insuffi-
cient funds, so-called *“NSF check charges,” that
the subsidiary banks of the bank holding company
assess regardless of whether it decides to pay,
return, or hold the check. Exclude subsequent
charges levied against overdrawn accounts based
on the length of time the account has been over-
drawn, the magnitude of the overdrawn balance, or
which are otherwise equivalent to interest (report in
the appropriate subitem of item 1(a)(1), ““Interest
and fee income on loans in domestic offices).

(10) For issuing stop payment orders.
(11) For certifying checks.

(12) For the accumulation or disbursement of funds
deposited to Individual Retirement Accounts (IRAS)
or Keogh Plan accounts when not handled by the
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trust departments of subsidiary banks of the report-
ing bank holding company.

Report such commissions and fees received for
accounts handled by the trust departments of the
holding company’ s banking subsidiaries or by other
consolidated subsidiaries in item 5(a), ‘“‘Income
from fiduciary activities.”

Exclude penalties paid by depositors for the early
withdrawal of time deposits (report in item 5(1),
“Other noninterest income,” or deduct from the
interest expense of the related category of time
deposits, as appropriate).

Line Item 5(c) Trading revenue.

Report the net gain or loss from trading cash instruments
and off-balance-sheet derivative contracts (including
commodity contracts) that has been recognized during
the calendar year-to-date. The amount reported in this
item must equa the sum of Schedule HI, Memoranda
item 9(a) through 9(d).

Include as trading revenue:

(1) Revauation adjustmentsto the carrying value of cash
instruments reportable in Schedule HC, item 5,
“Trading assets,” and Schedule HC, item 15, * Trad-
ing liabilities,” resulting from the periodic marking
to market of such instruments.

(2) Revaluation adjustments from the periodic marking
to market of interest rate, foreign exchange rate,
commodity, and equity derivative contracts report-
ablein Schedule HC-L, item 12, ** Total gross notional
amount of derivative contracts held for trading,” and
credit derivative contracts reportable in Schedule
HC-L, item 7, ' Credit derivatives,” that are held for
trading purposes. The effect of the periodic net
settlements on derivative contracts held for trading
purposes should be included as part of the revalua
tion adjustments from the periodic marking to market
of these contracts.

(3) Incidental income and expense related to the pur-
chase and sale of assets and liabilities reportable
in Schedule HC, item 5, “Trading assets,” and
Schedule HC, item 15, “Trading liabilities,” and
off-balance-sheet derivative contracts reportable in
Schedule HC-L, item 12, “Total gross amount of
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derivative contracts held for trading,” and credit
derivatives contracts reportable in Schedule HC-L,
item 7, that are held for trading purposes.

If the amount to be reported in this item is a net loss,
enclose it in parentheses.

Line Item 5(d)(1) Fees and commissions from
securities broker age.

Report fees and commissions from securities brokerage
activities, from the sale and servicing of mutual funds,
from the purchase and sale of securities and money
market instruments where the bank holding company is
acting as agent for other banking institutions or custom-
ers, and from the lending of securities owned by the bank
holding company or by bank holding company customers
(if these fees and commissions are not included in
Schedule HI, item 5(a), "Income from fiduciary activi-
ties," or item 5(c), "Trading revenue"). However, exclude
fees and commissions from the sale of annuities (fixed,
variable, and other) to bank holding company customers
by the bank holding company or any securities brokerage
subsidiary (report such income in Schedule HI, item
5(d)(3), "Fees and commissions from annuity sales").

Also include the bank holding company’s proportionate
share of the income or loss before extraordinary items
and other adjustments from its investments in equity
method investees that are principally engaged in securi-
ties brokerage activities. Equity method investeesinclude
unconsolidated subsidiaries; associated companies; and
corporate joint ventures, unincorporated joint ventures,
general partnerships, and limited partnerships over which
the bank holding company exercises significant influ-
ence.

Line Item 5(d)(2) Investment banking, advisory,
and underwriting fees and commissions.

Report fees and commissions from underwriting (or
participating in the underwriting of) securities, private
placements of securities, investment advisory and man-
agement services, merger and acquisition services, and
other related consulting fees. Include fees and commis-
sions from the placement of commercial paper, both for
transactions issued in the bank holding company’s name
and transactions in which the bank holding company acts
as an agent for athird party issuer.

Also include the bank holding company’s proportionate
share of the income or loss before extraordinary items
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and other adjustments from its investments in equity
method investees that are principaly engaged in invest-
ment banking, advisory, or securities underwriting activi-
ties. Equity method investees include unconsolidated
subsidiaries; associated companies; and corporate joint
ventures, unincorporated joint ventures, general partner-
ships, and limited partnerships over which the bank
holding company exercises significant influence.

Line Item 5(d)(3) Fees and commissions from
annuity sales.

Report fees and commissions from sales of annuities
(fixed, variable, and other) by the bank holding company
and any subsidiary of the bank holding company and fees
earned from customer referrals for annuities to insurance
companies and insurance agencies external to the consoli-
dated bank holding company. Also include management
fees earned from annuities.

However, exclude fees and commissions from sales of
annuities by the trust departments of the holding compa-
ny’'s subsidiary banks (or by a consolidated trust com-
pany subsidiary) that are executed in afiduciary capacity
(report in Schedule HI, item 5(a), "Income from fiduciary
activities").

Also include the bank holding company’s proportionate
share of the income or loss before extraordinary items
and other adjustments from its investments in equity
method investees that are principally engaged in annuity
sales. Equity method investees include unconsolidated
subsidiaries; associated companies; and corporate joint
ventures, unincorporated joint ventures, general partner-
ships, and limited partnerships over which the bank
holding company exercises significant influence.

Line Item 5(d)(4) Underwriting income from
insurance and reinsurance activities.

Report the amount of premiums earned by bank holding
company subsidiaries engaged in insurance underwriting
or reinsurance activities. Include earned premiums from
(a) lifeand health insurance and (b) property and casualty
insurance, whether (direct) underwritten business or
ceded or assumed (reinsured) business. Insurance premi-
ums should be reported net of any premiums transferred
to other insurance underwriters/reinsurers in conjunction
with reinsurance contracts.

Also include the bank holding company’s proportionate
share of the income or loss before extraordinary items
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and other adjustments from its investments in equity
method investees that are principally engaged in insur-
ance underwriting or reinsurance activities. Equity method
investees include unconsolidated subsidiaries; associated
companies; and corporate joint ventures, unincorporated
joint ventures, general partnerships, and limited partner-
ships over which the bank holding company exercises
significant influence.

Exclude income from sales and referrals involving insur-
ance products and annuities (see the instructions for
Schedule HI, items 5(d)(5) and 5(d)(3), respectively, for
information on reporting such income).

Line Item 5(d)(5) Income from other insurance
activities.

Report income from insurance product sales and refer-
rals, including:

(1) Service charges, commissions, and fees earned from
insurance sales, including credit, life, health, prop-
erty, casualty, and title insurance products.

(2) Fees earned from customer referrals for insurance
products to insurance companies and insurance agen-
cies external to the consolidated bank holding com-

pany.

Also include management fees earned from separate
accounts and universal life products.

Exclude income from annuity sales and referrals (see the
instructions for Schedule HI, item 5(d)(3), above, for
information on reporting such income).

Also include the bank holding company’s proportionate
share of the income or loss before extraordinary items
and other adjustments from its investments in equity
method investees that are principally engaged in insur-
ance product sales and referrals. Equity method investees
include unconsolidated subsidiaries, associated compa-
nies; and corporate joint ventures, unincorporated joint
ventures, general partnerships, and limited partnerships
over which the bank holding company exercises signifi-
cant influence.

Line Item 5(e) Venture capital revenue.

In general, venture capital activities involve the provid-
ing of funds, whether in the form of loans or equity, and
technical and management assistance, when needed and
reguested, to start-up or high-risk companies specializing
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in new technologies, ideas, products, or processes. The
primary objective of these investments is capital growth.

Report as venture capital revenue market value adjust-
ments, interest, dividends, gains, and losses (including
impairment |osses) on venture capital investments (loans
and securities). Include any fee income from venture
capital activities that is not reported in one of the
preceding items of Schedule HI—Income Statement.

Also include the bank holding company’s proportionate
share of the income or loss before extraordinary items
and other adjustments from its investments in:

(1) Unconsolidated subsidiaries,
(2) Associated companies, and

(3) Corporate joint ventures, unincorporated joint ven-
tures, general partnerships, and limited partnerships
over which the bank holding company exercises
significant influence that are principally engaged in
venture capital activities.

Line Item 5(f) Net servicing fees.

Report income from servicing real estate mortgages,
credit cards, and other financial assets held by others.
Report any premiums received in lieu of regular servic-
ing fees on such loans only as earned over the life of the
loans. For servicing assets and liabilities measured under
the amortization method, bank holding companies should
report servicing income net of the related servicing
assets' amortization expense, include impairments recog-
nized on servicing assets, and also include increases in
servicing liabilities recognized when subsequent events
have increased the fair value of the liability above its
carrying amount. For servicing assets and liabilities
remeasured at fair value under the fair value option,
include changesin the fair value of these servicing assets
and liabilities. For further information on servicing, see
the Glossary entry for "servicing assets and liabilities."

Line Item 5(g) Net securitization income.

Report net gains (losses) on assets sold in the bank
holding company’s own securitization transactions, i.e.,
net of transaction costs. Include unrealized losses (and
recoveries of unrealized losses) on loans and |leases held
for sale in the bank holding company’s own securitiza-
tion transactions. Report fee income from securitizations,
securitization conduits, and structured finance vehicles,
including fees for providing administrative support,
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liquidity support, interest rate risk management, credit
enhancement support, and any additional support func-
tions as an administrative agent, liquidity agent, hedging
agent, or credit enhancement agent. Include all other fees
(other than servicing fees and commercial paper place-
ment fees) earned from the bank holding company’s
securitization and structured finance transactions.

Exclude income from servicing securitized assets (report
in item 5(f), above), fee income from the placement of
commercial paper (report in item 5(d), above), and
income from seller's interests and residual interests
retained by the bank holding company (report in the
appropriate subitem of item 1, “*Interest income”). Also
exclude net gains (losses) on loans sold to—and unreal-
ized losses (and recoveries of unrealized losses) on loans
and leases held for sde to—a government-sponsored
agency or ancther institution that in turn securitizes the
loans (report in item 5(i), *“ Net gains (losses) on sales of
loans and leases”).

Line Item 5(h) Not applicable.

Line Item 5(i) Net gains (losses) on sales of loans
and leases.

Report the amount of net gains (losses) on sales and other
disposals of loans and leases (reportable in Schedule HC-
C), including unrealized losses (and subseguent recover-
ies of such net unrealized losses) on loans and leases held
for sale. Exclude net gains (losses) on loans and leases
sold in the bank holding company’s own securitization
transactions and unrealized losses (and recoveries of
unrealized losses) on loans and leases held for sale in the
bank holding company’s own securitization transactions
(report these gains (losses) in Schedule HI, item 5(g),
“Net securitization income™).

Line Item 5(j) Net gains (losses) on sales of other
real estate owned.

Report the amount of net gains (losses) on sales and other
disposals of other real estate owned (reportable in Sched-
ule HC, item 7), increases and decreases in the valuation
allowance for foreclosed real estate, and write-downs of
other real estate owned subsequent to acquisition (or
physical possession) charged to expense. Do not include
as aloss on other real estate owned any amount charged
to the alowance for loan and lease losses at the time of
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foreclosure (actual or physical possession) for the differ-
ence between the carrying value of a loan and the fair
value less cost to sell of the foreclosed real estate.

Line Item 5(k) Net gains (losses) on sales of other
assets (excluding securities).

Report the amount of net gains (losses) on sales and other
disposals of assets not required to be reported elsewhere
in the income statement (Schedule HI). Include net gains
(losses) on sales and other disposals of premises and
fixed assets; persona property acquired for debts previ-
ously contracted (such as automobiles, boats, equipment,
and appliances); and coins, art, and other similar assets.
Do not include net gains (losses) on sales and other
disposals of loans and leases (either directly or through
securitization), other real estate owned, securities, and
trading assets (report these net gains (losses) in the
appropriate items of Schedule HI).

Line Item 5(I) Other noninterest income.

Report al operating income of the bank holding com-
pany for the calendar year to date not required to be
reported elsewhere in Schedule HI. Disclose in Sched-
ule HI, Memoranda items 6(a) through 6(j), each compo-
nent of other noninterest income, and the dollar amount
of such component, that is greater than $25,000 and
exceeds 3 percent of the other noninterest income
reported in this item. Preprinted captions have been
provided in Memoranda items 6(a) through 6(g) for
reporting the following components of other noninterest
income if the component exceeds this disclosure thresh-
old: income and fees from the printing and sale of checks,
earnings on/increase in value of cash surrender value of
life insurance, income and fees from automated teller
machines (ATMS), rent and other income from other real
estate owned, safe deposit box rent, net change in the fair
values of financial instruments accounted for under afair
value option, and bank card and credit card interchange
fees. For each component of other noninterest income
that exceeds this disclosure threshold for which a pre-
printed caption has not been provided describe the com-
ponent with a clear but concise caption in Schedule HI,
Memoranda items 6(h) through 6(j). These descriptions
should not exceed 50 characters in length (including
spacing between words).

Include as other noninterest income:
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(1) Service charges, commissions, and fees for such

2

services as.
(a) Therental of safe deposit boxes.

(b) The safekeeping of securities for other deposi-
tory ingtitutions (if the income for such safe-
keeping services is not included in Sched-
ule HI, item 5(a), “Income from fiduciary
activities”).

(c) The sale of bank drafts, money orders, cashiers
checks, and travelers' checks.

(d) The callection of utility hills, checks, notes,
bond coupons, and hills of exchange.

(e) The redemption of U.S. savings bonds.

(f) The handling of food stamps and the U.S.
Treasury Tax and Loan Account, including fees
recieved in connection with the issuance of
interest-bearing demand notes by a depository
institution that is a consolidated subsidiary of
the reporting bank holding company.

(g) The execution of acceptances and the issuance
of commercia letters of credit, standby letters
of credit, defered payment letters of credit, and
letters of credit issued for cash or its equivalent.
Exclude income on bankers acceptances and
trade acceptances (report such income in the
appropriate subitem of Schedule HI, item 1(a),
“Interest and fee income on loans” or in
Schedule HI, item 1(e), *‘ Interest income from
trading assets,” as appropriate).

(h) The notarizing of forms and documents.

(i) The negotiation or management of loans from
other lenders for customers or correspondents.

(i) The providing of consulting and advisory ser-
vices to others. Exclude income from invest-
ment advisory services, which is to be reported
in Schedule HI, item 5(d).

(k) The use of the bank holding company subsid-
iary bank’ s automated teller machines or remote
service units by depositors of other depository
ingtitutions.

Income and fees from the sale and printing of
checks.
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©)

(4)

©®)

(6)

()

®)

9)

(10)

(11)

(12)

Gross rentals and other income from all real estate
reportable in Schedule HC, item 7, “Other real
estate owned.”

Earnings on or other increases in the value of the
cash surrender vaues of life insurance policies
owned by the bank holding company’s subsidiary
bank(s).

Annua or other periodic fees paid by holders of
credit cardsissued by the bank holding company or
its consolidated subsidairies. Fees that are periodi-
cally charged to cardholders shall be deferred and
recognized on a straight-line basis over the period
the fee entitles the cardholder to use the card.

Charges to merchants for the bank’s handling of
credit card or charge sales when the bank holding
company does not carry the related loan accounts
on its books. Bank holding companies may report
this income net of the expenses (except salaries)
related to the handling of these credit card sales.

Interchange fees earned from credit card

transactions.

Grossincome received for performing data process-
ing services for others. Do not deduct the expense
of performing such servicesfor others (report in the
appropriate items of noninterest expense).

Loan commitment fees that are recognized during
the commitment period (i.e., fees retrospectively
determined and fees for commitments where exer-
cise is remote) or included in income when the
commitment expires and loan syndication fees that
are not required to be deferred. Refer to the Glos
sary entry for “‘loan fees”’ for further information.

Service charges on deposit accounts in foreign
offices.

Net tellers overages (shortages), net recoveries
(losses) on forged checks, net recoveries (losses) on
payment of checks over stop payment orders, and
similar recurring operating gains (losses) of this
type. Bank holding companies should consistently
report these gains (losses) either in this item or in
Schedule HI, item 7(d).

Net gains (losses) from the sale or other disposal of
branches (i.e., where the reporting bank holding
company sells a branch’s assets to another deposi-

HI-12

(13)

(14)

(15)
(16)

(17)
(18)

(19)

tory institution, which assumes the deposit liabili-
ties of the branch). Bank holding companies should
consistently report these net gains (losses) either in
thisitem or in Schedule HI, item 7(d).

Net gains (losses) from al transactions involving
foreign currency or foreign exchange other than
trading transactions. Bank holding companies
should consistently report these net gains (losses)
either in thisitem or in Schedule HI, item 7(d).

Rental fees applicable to operating leases for furni-
ture and eguipment rented to others.

Interest recieved on tax refunds.

Life insurance proceeds on palicies for which the
bank holding company or its subsidiaries are the
beneficiary.

Credits resulting from litigation or other claims.

Portions of penalties for early withdrawals of time
deposits that exceed the interest accrued or paid on
the deposit to the date of withdrawal, if material.
Penalties for early withdrawals, or portions of such
penalties, that represent the forfeiture of interest
accrued or paid to the date of withdrawal are a
reduction of interest expense and should be deducted
from the gross interest expense of the appropriate
category of time depositsin Schedule HI, item 2(a),
“Interest on deposits.”

Interest income from advances to, or obligations of,
and the bank holding company’s proportionate
share of the income or loss before extraordinary
items and other adjustments from its investments
in:

(a) Unconsolidated subsidiaries,
(b) Associated companies, and

(c) Corporate joint ventures, unincorporated joint
ventures, general partnerships, and limited part-
nerships over which the bank holding company
exercises significant influence,

other than those that are principally engaged in
investment banking, advisory, brokerage, or secu-
rites underwriting activities; venture capital activi-
ties; insurance and reinsurance underwriting activi-
ties; or insurance and annunity sales activities (the
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income from which should be reported in Sched-
ule HI, items 5(d)(1) through 5(d)(5) and 5(e), as
appropriate. Exclude the bank holding company’s
proportionate share of material extraordinary items
and other adjustments of these entities (report in
Schedule HI, item 12, *“Extraordinary items and
other adjustments, net of income taxes’).

(20) Net gains (losses) on nonhedging derivative instru-
ments held for purposes other than trading. Bank
holding companies should consistently report these
net gains (losses) either in thisitem or in Schedule
HI, item 7(d). For further information, see the
Glossary entry for ““ derivative contracts.”

(21) Grossincome generated by securities contributed to
charitable contribution Clifford Trusts.

(22) Income from ground rents and air rights.

(23) Revaluation adjustmentsto the carrying value of all
assets and liabilitiesreported in Schedule HC at fair
value under afair value option (excluding servicing
assets and liabilities reported in Schedule HC, item
10(b), "Other intangible assets," and Schedule HC,
item 20, "Other liabilities," respectively, and assets
and liabilities reported in Schedule HC, item 5,
"Trading assets," and Schedule HC, item 15, "Trad-
ing liabilities," respectively) resulting from the
periodic marking of such assets and liabilities to
fair value. Exclude the contractua amounts of
interest income earned and interest expense in-
curred on financial assets and liabilities reported at
fair value under a fair value option, which should
be reported in the appropriate interest income or
interest expense items on Schedule HI.

Line Item 5(m) Total noninterest income.
Report the sum of items 5(a) through 5(1).

Line Item 6(a) Realized gains (losses) on
held-to-maturity securities.

Report the net gain or loss realized during the calendar
year-to-date from the sale, exchange, redemption, or
retirement of all securities reportable in Schedule HC,
item 2(a), ‘“Held-to-maturity securities.” The realized
gain or loss is the difference between the sales price
(excluding interest at the coupon rate accrued since the
last interest payment date, if any) and the amortized cost.
Alsoincludein thisitem the write-downs of the cost basis
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of individual held-to-maturity securities for other-than-
temporary impairments. If the amount to be reported in
thisitem is a net loss, enclose it in parentheses.

Do not adjust for applicable income taxes (income taxes
applicable to gains (losses) on held-to-maturity securities
areto beincluded in the applicable income taxes reported
in item 9 below).

Exclude:

(1) Realized gains (losses) on available-for-sale securi-
ties (report in Schedule HI, item 6(b) below) and
trading securities (report in Schedule HI, item 5(c)
above).

(2) Net gains (losses) from the sale of detached securities
coupons and the sale of ex-coupon securities (report
initem 5(1), ** Other noninterestincome,” or item 7(d),
“*Other noninterest expense,” as appropriate). (Refer
to the Glossary entry for “coupon stripping” for
further information.)

Line Item 6(b) Realized gains (losses) on
available-for-sale securities.

Report the net gain or loss realized during the calendar
year-to-date from the sale, exchange, redemption, or
retirement of all securities reportable in Schedule HC,
item 2(b), “Available-for-sale securities”” The realized
gain or loss is the difference between the sales price
(excluding interest at the coupon rate accrued since the
last interest payment date, if any) and the amortized cost.
Also includein thisitem write-downs of the cost basis of
individual available-for-sale securities for other-than-
temporary impairments. If the amount to be reported in
thisitem is a net loss, enclose it in parentheses.

Do not adjust for applicable income taxes (income taxes
applicable to gains (losses) on available-for-sale securi-
ties are to be included in the applicable income taxes
reported in item 9 below).

Exclude;

(1) The change in net unrealized holding gains (losses)
on available-for-sale securities during the calendar
year to date (report in Schedule HI-A, item 12).

(2) Realized gains (losses) on held-to-maturity securities
(report in Schedule HI, item 6(a) above) and on
trading securities (report in Schedule HI, item 5(c)
above).

HI-13



Schedule HI

(3) Net gains (losses) from the sale of detached securities
coupons and the sale of ex-coupon securities (report
initem 5(1), ** Other noninterest income,” or item 7(d),
““Other noninterest expense,” as appropriate). (Refer
to the Glossary entry for “‘coupon stripping” for
further information.)

Lineltem 7 Noninterest expense:

Line ltem 7(a) Salaries and employee benefits.

Report salaries and benefits of all officers and employees
of the bank holding company and its consolidated subsid-
iaries including guards and contracted guards, temporary
office help, dining room and cafeteria employees, and
building department officers and employees (including
maintenance personnel). Include as salaries and employee
benefits:

(1) Gross salaries, wages, overtime, bonuses, incentive
compensation, and extra compensation.

(2) Socia security taxes and state and federal unem-
ployment taxes paid by the consolidated bank hold-
ing company.

(3) Contributions to the consolidated bank holding
company’s retirement plan, pension fund, profit-
sharing plan, employee stock ownership plan, em-
ployee stock purchase plan, and employee savings
plan.

(4) Premiums (net of dividends received) on health and
accident, hospitalization, dental, disability, and life
insurance policies for which the consolidated bank
holding company is not the beneficiary.

(5) Cost of office temporaries whether hired directly by
the bank holding company or its consolidated sub-
sidiaries or through an outside agency.

(6) Workmen's compensation insurance premiums.

(7) The net cost to the bank holding company or its
consolidated subsidiaries for employee dining
rooms, restaurants, and cafeterias.

(8) Accrued vacation pay earned by employees during
the calendar year-to-date.

(9) The cost of medical or health services, relocation
programs and reimbursements of moving expenses,
tuition reimbursement programs, and other so-
called fringe benefits for officers and employees.
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(10) Compensation expense (service component and
interest component) related to deferred compensa-
tion agreements.

Exclude from salaries and employee benefits (report in
item 7(d), ** Other noninterest expense”):

(1) Amounts paid to attorneys, accountants, manage-
ment consultants, investment counselors, and other
professionals who are not salaried officers or
employees of the bank holding company or its
consolidated subsidiaries.

(2) The cost of bank holding company or consolidated
subsidiary newspapers and magazines prepared for
distribution to bank holding company or its consoli-
dated subsidiaries’ officers and employees.

(3) Premiums on life insurance policies for which the
bank holding company or its consolidated subsid-
iaries are the beneficiary.

(4) Dues, fees, and other expenses associated with
memberships in country clubs, socia or private
clubs, civic organizations, and similar clubs and
organizations.

Line Item 7(b) Expenses of premises and fixed
assets.

Report al noninterest expenses related to the use of
premises, equipment, furniture, and fixtures, net of rental
income, that are reportable in Schedule HC, item 6,
“Premises and fixed assets.” I this net amount is a credit
balance, enclose it in parentheses.

Deduct rental income from gross premises and fixed asset
expense. Rental income includes al rentals charged for
the use of buildings not incident to their use by the
reporting bank holding company or its consolidated
subsidiaries, including rentals by regular tenants of the
bank holding company’s or its consolidated subsidiaries’
buildings, income received from short-term rentals of
other facilities of the bank holding company or its
consolidated subsidiaries, and income from sub-leases.
Also deduct income from assets that indirectly represent
premises, equipment, furniture, or fixtures reportable in
Schedule HC, item 6, *“ Premises and fixed assets.”

Include as expenses of premises and fixed assets.e
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(1) Normal and recurring depreciation and amortiza-
tion charges against assets reportable in Sched-
uleHC, item 6, ** Premises and fixed assets,” includ-
ing capital lease assets, which are applicable to the
calendar year-to-date, whether they represent direct
reductions in the carrying value of the assets or
additions to accumulated depreciation or amortiza-
tion accounts. Any method of depreciation or amor-
tization conforming to accounting principles that
are generaly acceptable for financial reporting
purposes may be used. However, depreciation for
premises and fixed assets may be based on the
Accelerated Cost Recovery System (ACRS) used
for federal income tax purposesif the results would
not be materially different from depreciation based
on the asset’s estimated useful life.

(2) All operating lease payments made by the bank
holding company or its consolidated subsidiaries
on premises (including parking lots), equipment
(including data processing equipment), furniture,
and fixtures.

(3) Cost of ordinary repairs to premises (including
leasehold improvements), equipment, furniture, and
fixtures.

(4) Cost of service or maintenance contracts for equip-
ment, furniture, and fixtures.

(5) Cost of leasehold improvements, equipment, furni-
ture, and fixtures charged directly to expense and
not placed on the consolidated bank holding com-
pany’s books as assets.

(6) Insurance expense related to the use of premises,
equipment, furniture, and fixtures including such
coverages as fire, multi-peril, boiler, plate glass,
flood, and public liability.

(7) All property tax and other tax expense related to
premises (including leasehold improvements),
equipment, furniture, and fixtures, including defi-
ciency payments, net of all rebates, refunds, or
credits.

(8) Any portion of capital lease payments representing
executory costs such as insurance, maintenance,
and taxes.

(9) Cost of heat, electricity, water, and other utilities
connected with the use of premises and fixed assets.
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(10) Cost of janitorial supplies and outside janitorial
services.

(11) Fuel, maintenance, and other expenses related to
the use of bank holding company- or consolidated
subsidiary-owned automobiles, airplanes, and other
vehicles for bank holding company or consolidated
subsidiaries’ business.

Exclude from expenses of premises and fixed assets:

(1) Salaries and employee benefits (report such expenses
for al officers and employees of the bank holding
company and its consolidated subsidiariesinitem 7(a),
“ Salaries and employee benefits”).

(2) Interest on mortgages, liens, or other encumbrances
on premises or equipment owned, including the
portion of capital lease payments representing inter-
est expense (report in item 2(c), “ Interest on trading
liahilities and other borrowed money™).

(3) All expenses associated with other real estate owned
(report in item 7(d), *“ Other noninterest expense”).

(4) Gross rentals from other real estate owned and fees
charged for the use of parking lots properly reported
as other real estate owned, aswell as safe deposit box
rentals and rental fees applicable to operating leases
for furniture and equipment rented to others (report
in item 5(1), ** Other noninterest income’™”).

Line Item 7(c)(1) Goodwill impairment losses.

Report any impairment losses recognized during the
period on goodwill (as defined for Schedule HC,
item 10(a)). Exclude the amortization expense of and any
impairment losses on any unidentifiable intangible assets
recorded in accordance with FASB Statement No. 72
(report such amortization expense in Schedule HI,
item 7(c)(2)). Also exclude goodwill impairment losses
associated with discontinued operations (report such
losses on a net-of-tax basis in Schedule HI, item 12,
“ Extraordinary items, net of applicable taxes and minor-
ity interest”).

Impairment losses on goodwill should be tested at the
consolidated bank holding company level in accordance
with FASB Statement No. 142, Goodwill and Other
Intangible Assets, if there is impairment losses at a
subsidiary level using the subsidiary’s reporting units. If
goodwill impairment loss is recognized at a subsidiary
level, then goodwill of the reporting unit or units (at the
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higher consolidated level) in which the subsidiary’s
reporting unit with impaired goodwill resides must be
tested for impairment if the events or conditionsthat gave
rise to the loss at the subsidiary level would more likely
than not reduce the fair value of the reporting unit (at the
higher consolidated level) below its carrying amount.
Only if goodwill at that higher-level reporting unit is
impaired would a goodwill impairment loss be recog-
nized at the consolidated level.

Goodwill is considered impaired when the amount of
goodwill exceeds its implied fair value at the reporting
unit level. If the carrying amount of reporting unit
goodwill exceeds its implied fair value, an impairment
loss must be recognized in earnings in an amount equal to
that excess and reported in this item. The loss recognized
cannot exceed the carrying amount of the reporting unit’s
goodwill. After a goodwill impairment loss is recog-
nized, the adjusted carrying amount of goodwill shall be
its new accounting basis. Subsequent reversal of a previ-
ously recognized goodwill impairment loss is prohibited
once the measurement of that loss is completed.

Goodwill of a reporting unit must be tested for impair-
ment annually and between annual tests if an event
occurs or circumstances change that would more likely
than not reduce the fair value of areporting unit below its
carrying amount. Examples of such events or circum-
stances include a significant adverse change in the busi-
ness climate, unanticipated competition, a loss of key
personnel, and an expectation that a reporting unit or a
significant portion of a reporting unit will be sold or
otherwise disposed of. In addition, goodwill must be
tested for impairment after aportion of goodwill has been
allocated to a business to be disposed of.

When a reporting unit is to be disposed of in its entirety,
goodwill of that reporting unit must be included in the
carrying amount of the reporting unit in determining the
gain or loss on disposal. When a portion of a reporting
unit that constitutes a business is to be disposed of,
goodwill associated with that business must be included
in the carrying amount of the businessin determining the
gain or loss on disposal. Otherwise, a bank holding
company may hot remove goodwill from its balance
sheet, for example, by “selling” or *“dividending” this
asset to its parent holding company or another affiliate.

Until interpretive guidance concerning the application of
the purchase method of accounting for business combina
tions between two or more mutual institutions is issued
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by the FASB and takes effect, mutual institutions must
continue to amortize goodwill and test goodwill for
impairment in accordance with APB Opinion No. 17.
Mutual institutions should report this goodwill amortiza-
tion expense and any goodwill impairment losses in this
item.

Line Item 7(c)(2) Amortization expense and
impairment losses for other intangible assets.

Report the amortization expense of and any impairment
losses on “ Other intangible assets” (as defined for Sched-
ule HC, item 10(b)). Under FASB Statement No. 142,
intangible assets that have indefinite useful lives should
not be amortized but must be tested at least annually for
impairment. Intangible assets that have finite useful lives
must be amortized over their useful lives and must be
reviewed for impairment in accordance with FASB State-
ment No. 144.

Include in this item the amortization expense of and any
impairment losses on any unidentifiable intangible assets
recorded in accordance with FASB Statement No. 72.
However, exclude the amortization expense of and any
impairment losses on servicing assets, which should be
netted against the servicing income reported in Sched-
ule HI, item 5(f), ““ Net servicing fees,” above.

Line Item 7(d) Other noninterest expense.

Report all operating expenses of the bank holding com-
pany for the calendar year-to-date not required to be
reported elsewhere in Schedule HI. Disclose in Schedule
HI, Memorandaitems 7(a) through 7(n), each component
of other noninterest expense, and the dollar amount of
such component, that is greater that $25,000 and exceeds
3 percent of the other noninterest expense reported in this
item. Preprinted captions have been provided in Memo-
randaitems 7(a) through 7(k) for reporting the following
components of other noninterest expense if the compo-
nent exceeds this disclosure threshold: data processing
expenses; advertising and marketing expenses; directors
fees; printing, stationery, and supplies; postage; legal fees
and expenses, FDIC deposit insurance assessments;
accounting and auditing expenses; consulting and advi-
sory expenses; automated teller machine (ATM) and
interchange expenses; and tel ecommunications expenses.
For each component of other noninterest expense that
exceeds this disclosure threshold for which a preprinted
caption has not been provided describe the component
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with a clear but concise caption in Schedule HI, Memo-
randa items 7(1) through 7(n). These descriptions should
not exceed 50 characters in length (including spacing
between words).

For disclosure purposes in Schedule HI, memoranda
items 7(a) through 7(k), when components of “Other
noninterest expense” reflect a single charge for separate
“bundled services’ provided by third party vendors,
disclose such amounts in the item with the preprinted
caption that most closely describes the predominant type
of expense incurred, and this categorization should be
used consistently over time.

Include as other noninterest expense:

(1) Fees paid to directors and advisory directors for
attendance at board of directors or committee meet-
ings (including travel and expense allowances).

(2) Premiums on fidelity insurance (blanket bond,
excess employee dishonesty bond), directors and
officers’ liability insurance, and life insurance poli-
cies for which the bank holding company or its
consolidated subsidiaries are the beneficiary.

(3) Federal deposit insurance and Comptroller of the
Currency assessment expense net of all assessment
credits during the period.

(4) Legal feesand other direct costsincurred in connec-
tion with foreclosures and subsequent noninterest
expenses related to holdings of real estate owned
other than bank holding company (or its consoli-
dated subsidiaries) premises (including deprecia-
tion charges or other write-downs if prescribed
by law or by regulatory agencies or if otherwise
appropriate).

(5) Sales taxes, taxes based on the number of shares
of bank holding company stock outstanding, taxes
based on the consolidated bank holding company’s
total assets or total deposits, taxes based on the
bank’s gross revenues or gross receipts, capita
stock taxes, and other taxes not included in other
categories of expense. Exclude any foreign, state,
and local taxes based on a net amount of revenues
less expenses (report as applicable income taxes in
item 9 or include as applicable income taxes on
extraordinary itemsin item 12, as appropriate).

(6) Cost of data processing services performed for the
consolidated bank holding company by others.
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(7)

(8)

9

(10)

(11)

(12)
(13)

(14)

(15)
(16)

(17)

(18)

Advertising, promotional, public relations, and
business development expenses. Also include the
cost of athletic activities in which officers and
employees participate when the purpose may be
construed to be for public relations with employee
benefits only incidental to the activities.

Costs of gifts or premiums (whether in the form
of merchandise, credit, or cash) given to depositors
at the time of the opening of a new account or an
addition to, or renewa of, an existing account.

Fees levied by deposit brokers that are, in sub-
stance, retainer fees or that otherwise do not repre-
sent an adjustment to the interest rate paid on
deposits the reporting bank acquires through bro-
kers. However, report as interest expense on the
appropriate category of deposits those finders' fees
and brokers' fees that do represent an adjustment to
the interest rate paid on brokered deposits.

Research and development costs and costs incurred
in the internal development of computer software.

Net losses (gains) from al transactions involving
foreign currency or foreign exchange other than
trading transactions. Bank holding companies
should consistently report these net losses (gains)
either in this item or in Schedule HI, item 5(1)
above.

Charges resulting from litigation or other claims.

Charitable contributions including donations by
Clifford Trusts.

Retainer fees, legal fees, and other feesand expenses
paid to attorneys who are not officers or employees
of the bank holding company or its consolidated
subsidiaries.

Office supplies purchased, printing, and postage.

Telecommunications expenses, including any
expenses associated with telephone, telegraph,
cable, and internet services (including web page
maintenance).

Examination and other fees levied by the Federd
Reserve.

Net tellers’ shortages, forged check losses, losses
on payment of checks over stop payment orders,
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(19)

(20)

(21)

(22)
(23)

(24)

(25)

(26)

(27)
(28)

(29)

losses from counterfeit money, and similar recur-
ring operating losses of this type.

Losses from robberies, defalcations, and other
criminal acts not covered by the consolidated bank
holding company’s blanket bond.

Travel and entertainment expenses, including costs
incurred by officers and employees of the bank
holding company or its consolidated subsidiaries
for attending meetings and conventions.

Dues, fees, and other expenses associated with
memberships in country clubs, social or private
clubs, civic organizations, and similar clubs and
organizations.

Civil money penalties and fines.

All service charges, commissions, and fees levied
by others for the repossession of assets and the
collection of the consolidated bank holding compa-
ny’s loans or other assets, including charged-off
loans or other charged-off assets.

Expenses (except salaries) related to handling credit
card or charge sales received from merchants when
the bank holding company or its consolidated sub-
sidiaries do not carry the related loan accounts on
its books. Bank holding companies are also permit-
ted to net these expenses against their charges to
merchants for the bank holding company’s han-
dling of these sales reported in item 5(1) above.

The cost of newspapers and magazines of the bank
holding company or its consolidated subsidiaries
prepared for distribution to bank officers and
employees or to others.

Depreciation expense of furniture and equipment
rented to others under operating |eases.

Cost of checks provided to depositors.

Amortization expense of purchased computer soft-
ware and of the costs of computer software to be
sold, leased, or otherwise marketed capitalized in
accordance with the provision of FASB Statement
No. 86.

Net losses (gains) on nonhedging derivative instru-
ments held for purposes other than trading. Bank
holding companies should consistently report these
net losses (gains) either in this item or in Sched-
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ule HI, item 5(1). For further information, see the
Glossary entry for “ derivative contracts.”

(30) Net tellers' shortages (overages), net losses (recov-
eries) on forged checks, net losses (recoveries) on
payment of checks over stop payment orders, and
similar recurring operating losses (gains) of this
type. Bank holding companies should consistently
report these losses (gains) either in this item or in
Schedule HI, item 5(1).

(31) Benefit, losses and expenses from insurance-rel ated
activities. (Also report separately in Schedule HI,
memorandum item 12(c)).

(32) Provision for credit losses on off-balance sheet
credit exposures.

(33) Net losses (gains) from the extinguishment of
liabilities (debt), including losses resulting from the
payment of prepayment penalties on borrowings
such as Federal Home Loan Bank advances. How-
ever, if abank holding company’s debt extinguish-
ments normally result in net gains over time, then
the bank should consistently report its net gains
(losses) in Schedule HI, item 5(1), ** Other noninter-
est income.”

(34) Fees for accounting, auditing, and attestation ser-
vices, retainer fees, and other fees and expenses
paid to accountants and auditors who are not bank
holding company officers or employees.

(35) Fees for consulting and advisory services, retainer
fees, and other fees and expenses paid to manage-
ment consultants, investment advisors, and other
professionals (other than attorneys providing legal
services and accountants providing accounting,
auditing, and attestation services) who are not bank
holding company officers or employees.

(36) Automated teller machine (ATM) and interchange
expenses from bank card and credit card transac-
tions.

Exclude from other noninterest expense:

(1) Material expenses incurred in the issuance of sub-
ordinated notes and debentures (capitalize such
expenses and amortize them over the life of the
related notes and debentures and report the expense
in item 2(d) “Interest on subordinated notes
and debentures and on mandatory convertible
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securities”), and material expenses incurred in the
issuance of notes payable to unconsolidated special
purpose entities that issue trust preferred securities
(capitalize such expenses and amortize them over the
life of the related notes payable and report the
expense in item 2(e), * Other interest expense’).

(2) Expenses incurred in the sale of preferred and com-
mon stock. (Deduct such expenses from the sade
proceeds and credit the net amount to the appropriate
stock account. For perpetual preferred and common
stock only, report the net sales proceeds in Sched-
ule HI-A, item 5(a), “Sale of perpetual preferred
stock, gross” and item 6(a), ** Sale of common stock,
gross’ as appropriate.)

(3) Depreciation and other expenses related to the use of
automobiles owned by the bank holding company
or its consolidated subsidiaries, airplanes, and other
vehicles for bank holding company (or its consoli-
dated subsidiaries) business (report in item 7(b),
““ Expenses on premises and fixed assets, net of rental
income”).

(4) Write-downs of the cost basis of individual held-
to-maturity and available-for-sale securities for
other than temporary impairments (report in Sched-
ule HI, item 6(a), ““ Realized gains (losses) on held-
to-maturity securities,’ and item 6(b), ““Realized
gains (losses) on available-for-sale securities,”
respectively).

(5) Revaluation adjustments to the carrying value of all
assets and liabilities reported in Schedule HC at fair
value under afair value option. Bank holding compa-
nies should report these net decreases (increases) in
fair value on trading assets and liabilities in Schedule
HI, item 5(c); on servicing assets and liabilities in
Schedule HI, item 5(f); and on other financial assets
and liabilities in Schedule HI, item 5(1). Contractual
amounts of interest income earned and interest
expense incurred on these financia assets and liabili-
ties should be excluded from the net decreases
(increases) in fair value and reported in the appropri-
ate interest income or interest expense items on
Schedule HI.

Line ltem 7(e) Total noninterest expense.

Report the sum of items 7(a) through 7(d).
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Line Item 8 Income (loss) before income taxes,
extraordinary items, and other adjustments.

Report the consolidated bank holding company’s pretax
operating income. This amount will generaly be deter-
mined by taking item 3, ““Net interest income,” minus
item 4, “Provision for loan and lease losses,’ plus
item 5(m), “Total noninterest income,” plus or minus
item 6(a), “‘Realized gains (losses) on held-to-maturity
securities,” plus or minus item 6(b), ‘“Realized gains
(losses) on available-for-sale securities,” minusitem 7(e),
“Total noninterest expense”” If the result is negative,
enclose it in parentheses.

Lineltem 9 Applicable income taxes (on item 8).

Report the total estimated federal, state and local, and
foreign income tax expense applicable to item 8, “In-
come (loss) before income taxes and extraordinary items
and other adjustments,” including the tax effects of gains
(losses) on securities not held in trading accounts (i.e.,
available-for-sale securities and held-to-maturity securi-
ties). Include both the current and deferred portions of
these income taxes. If the amount is a tax benefit rather
than tax expense, enclose it in parentheses.

Include as applicable income taxes al taxes based on a
net amount of taxable revenues less deductible expenses.
Exclude from applicable income taxes all taxes based on
gross revenues or gross receipts (report such taxes in
item 7(d), * Other noninterest expense”).

Include income tax effects of changesin tax laws or rates.
Also include the effect of changes in the valuation
allowance related to deferred tax assets resulting from a
change in estimate of the realizability of deferred tax
assets, excluding the effect of any valuation allowance
changes related to unrealized holding gains (losses) on
available-for-sale securities that are charged or credited
directly to the separate component of equity capital for
“Accumulated other comprehensive income” (Sched-
ule HC, item 26(b)).

Include tax benefits from operating loss carrybacks real-
ized during the reporting period. If the consolidated
bank holding company has realized tax benefits from
operating loss carryforwards during the reporting period,
do not net the dollar amount of these benefits against
the income taxes which would be applicable to item 8,
“Income (loss) before income taxes and extraordinary
items and other adjustments.” Report the dollar amount
of income taxes applicable to item 8 in this item and
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report the realized tax benefits of operating loss carry-
forwards gross in item 12, ** Extraordinary items, net of
applicable taxes and minority interest.”

Also include the dollar amount of any material adjust-
ments or settlements reached with a taxing authority
(whether negotiated or adjudicated) relating to disputed
income taxes of prior years.

Exclude the estimated federal, state and local, and for-
eign income taxes applicable to:

(D) Item 12, “Extraordinary items, net of applicable
income taxes and minority interest.”

(2) Schedule HI-A, item 2, * Restatements due to correc-
tions of materia accounting errors and changes in
accounting principles.”

(3) Schedule HI-A, item 12, “Other comprehensive
income.”

Lineltem 10 Minority interest.

Report the minority interests in the net income or loss
of the reporting bank holding company’s consolidated
subsidiaries.

Lineltem 11 Income (loss) before extraordinary
items and other adjustments.

Report the difference between item 8, *Income (loss)
before income taxes and extraordinary items and other
adjustments’ and the sum of item 9, “*Applicable income
taxes (on item 8),” and item 10, “Minority interest.” If
the amount is negative, enclose it in parentheses.

Line ltem 12 Extraordinary items, net of
applicable income taxes and minority interest.

Report the total of the transactions listed below, if any,
net of any applicable income taxes (including federal,
state and local, and foreign taxes). If the amount reported
in thisitem is anet loss, enclose it in parentheses.

Include as extraordinary items and other adjustments:

(1) The material effects of any extraordinary items.
Extraordinary items are very rare and the criteria
which must be satisfied in order for an event or
transaction to be reported as an extraordinary item
are discussed in the Glossary entry for ‘“extraordi-
nary items.”
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(2) Material aggregate gains on troubled debt restructur-
ings of the consolidated bank holding company’s
own debt, as determined in accordance with the
provisions of FASB Statement No. 15.

(3) The cumulative effect of all changes in accounting
principles except those required to be reported in
Schedule HI-A, item 2, ** Restatements due to correc-
tions of material accounting errors and changes in
accounting principles” Refer to the Glossary entry
for **accounting changes” for further discussion of
changes in accounting principles.

(4) The results of discontinued operations as determined
in accordance with the provisions of FASB Statement
No. 144.

Exclude from extraordinary items and other adjustments:
(1) Net gains or losses on sales or other disposals of:

(a) All assets reportable asloans and leasesin Sched-
ule HC-C.

(b) Premises and fixed assets.
(c) Other real estate owned.

(d) Personal property acquired for debts previously
contracted (such as automobiles, boats, equip-
ment and appliances).

(e) Coins, art, and other similar assets.

(f) Branches (i.e., where the consolidated bank hold-
ing company sells a branch’'s assets to another
depository institution which assumes the deposit
liabilities of the branch).

For the first five categories above, bank holding
companies should report net gains (losses) in the
appropriate category of *Noninterest income” in
Schedule HI, item 5. For the final category above,
bank holding companies should consistently re-
port net gains (losses) from branch sales as
““Other noninterest income” in Schedule HI, item
5(1), or as ** Other noninterest expense’” in Sched-
ule HI, item 7(d).

(2) Write-downs of the cost basis of individual held-
to-maturity and available-for-sale securities for
other than temporary impairments (report in Sched-
ule HI, item 6(a), “Realized gains (losses) on
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held-to-maturity securities,” and item 6(b), “*Real-
ized gains (losses) on available-for-sale securities,”
respectively).

Line ltem 13 Net income (l0ss).

Report the sum of items 11, and 12. Thisitem must equal
Schedule HI-A, item 4, “Net income (loss).” If this
amount is a net loss, enclose it in parentheses.

Memor anda

Lineltem M1 Net interest income (item 3 above)
on a fully taxable equivalent basis.

Report net interest income (Schedule HI, item 3 above)
on afully taxable equivalent basis. The amount reported
in thisitem should reflect what net interest income of the
reporting bank holding company would be if al its
interest income was subject to federal and state income
taxes.

The following accounts on which the interest income is
fully or partialy tax-exempt, should be adjusted to a
“taxable equivalent” basis in order that the holding
company can compute its net interest income on a fully
taxable equivalent basis:

(1) interest income on tax-exempt obligations (other than
securities) of states and political subdivisions in the
U.S. (included in Schedule HI, item 1(a));

(2) income on tax-exempt securities issued by states and
political subdivisionsin the U.S. (included in Sched-
ule HI, item 1(d)(3));

(3) income on lease financing receivables that is tax-
exempt (included in Schedule HI, item 1(b)); and

(4) any other interest income (such as interest income
earned on loans to an Employee Stock Ownership
Plan), which under state or federal lawsis partially or
in its entirety exempt from income taxes.

The changes to the 1986 Tax Reform Act must be taken
into consideration when computing net interest income
on a fully taxable equivalent basis. The 1986 Act, in
general, disallowed 100% of the interest expense alo-
cable to tax-exempt obligations acquired after August 7,
1986. Previousto that date, and after December 31, 1982,
the disallowance percentage was 20%; previous to De-
cember 31, 1982, the disallowance was 0%.
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Line ltem M2 Net income before income taxes,
extraordinary items, and other adjustments (item 8
above) on a fully taxable equivalent basis.

Report net income before income taxes, extraordinary
items, and other adjustments (item 8 above) on a fully
taxable equivalent basis. The amount reported in this
item should reflect what net income of the reporting bank
holding company would be if al its income was subject
to federal and state income taxes. For purposes of this
item, include net interest income on a fully taxable
equivalent basis as reported in memoranda item 1 above
plus all other income and expense adjusted to reflect the
holding company’s net income on a fully taxable equiva-
lent basis.

Line ltem M3 Income on tax-exempt loans and
leases to states and political subdivisionsin the U.S.
(included in items 1(a) and 1(b) above).

Report the bank holding company’s best estimate of the
income from all tax-exempt loans and leases extended
to states and political subdivisions in the U.S. that is
included in items 1(a) and 1(b) above.

Tax-exempt loans and |eases are those |oans and leases to
states and political subdivisionsin the U.S. whoseincome
is excludable from gross income for federal income tax
purposes, regardless of whether the income from the loan
or lease must be included in the bank holding company’s
aternative minimum taxable income and regardless of
the federal income tax treatment of the expense incurred
to carry the loan or lease.

Line Iltem M4 Income on tax-exempt securities
issued by states and political subdivisionsin the U.S.
(included in item 1(d)(3) above).

Report the bank holding company’s best estimate of the
income from all tax-exempt securities issued by states
and political subdivisions in the U.S. that is included in
item 1(d)(3) above.

Line Iltem M5 Number of full-time equivalent
employees at end of current period.

Report the number of full-time equivalent employees on
the payroll of the bank holding company and its consoli-
dated subsidiaries as of the report date.

To convert the number of part-time employees to full-
time equivaent employees, add the total number of hours
all part-time and temporary employees worked during the
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quarter ending on the report date and divide this amount
by the number of hours a full-time employee would have
been expected to work during the quarter. Round the
result to the nearest whole number and add it to the
number of full-time employees. (A full-time employee
may be expected to work more or less than 40 hours each
week, depending on the policies of the reporting bank
holding company.)

Lineltem M6 Other noninterest income (only
report amounts greater than $25,000 that exceed
3% of Schedule HI, item 5(1)).

Disclose in memoranda items 6(a) through 6(j) each
component of Schedule HI, item 5(1), “Other noninterest
income,” and the dollar amount of such component, that
is greater than $25,000 and exceeds 3 percent of the
“Other noninterest income.”

Preprinted captions have been provided for the following
categories of “Other noninterest income”:

» M6(a), “Income and fees from the printing and sale of
checks,”

» M6(b), “Earnings on/increase in value of cash surren-
der value of life insurance,”

* M6(c), “Income and fees from automated teller ma-
chines (ATMs),”

» M6(d), “Rent and other income from other real estate
owned,”

» M6(e), “ Safe deposit box rent,”

* M6(f), “Net change in the fair values of financia
instruments accounted for under a fair value option,”
and

» M6(g), “Bank card and credit card interchange fees.”

For other components of “ Other noninterest income” that
exceed the disclosure threshold, list and briefly describe
these components in memoranda items 6(h) through 6(j).

If losses have been reported in Schedule HI, item 5(1),
use the absolute value of such losses to determine
whether the amount of the losses exceeds three percent of
the amount reported in item 5(1) and whether such losses
should be reported in this memorandum item. (The
absolute value refers to the magnitude of the dollar
amount without regard to whether the amount is a net
gain or loss.) If losses are reported in this memorandum
item, enclose in parentheses. A sample of the types of
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items that may require disclosure has been included in
the instructions to item 5(1) above. The description of
each item reported in memoranda items 6(h) through 6(j)
should be reported in the area marked as *“text” on the
report form in a clear and concise manner and limited
to 132 characters per item (including punctuation and
spaces). Do not use words such as ‘‘miscellaneous” or
“other” to describe these items. The dollar amount
should be reported in the adjacent column on the right.
If there are no reportable amounts for memoranda
items 6(h) through 6(j), then these items should be left
blank.

Line ltem M7 Other noninterest expense (only
report amounts greater than $25,000 that exceed
3% of the sum of Schedule HI, item 7(d)).

Disclose in memoranda items 7(a) through 7(n) each
component of Schedule HI, item 7(d), “ Other noninterest
expense,” and the dollar amount of such component, that
is greater than $25,000 and exceeds 3 percent of the
*“ Other noninterest expense.”

Preprinted captions have been provided for the following
categories of “Other noninterest expense”:

« M7(a), “Data processing expenses,”

* M7(b), “Advertising and marketing expenses,”
* M7(c), “Directors' fees,”

o M7(d), “Printing, stationery, and supplies,”

* M7(e), “Postage,”

o M7(f), “Legal fees and expenses,”

* M7(g), “FDIC deposit insurance assessments,”
» M7(h), “Accounting and auditing expenses,”

* M7(i), “Consulting and advisory expenses,”

* M7(j), “Automated teller machine (ATM) and inter-
change expenses,” and

o M7(k), “Telecommunications expenses.”

Include in “Telecommunications expenses’ any expenses
associated with telephone, cable, and internet services
(including web page maintenance).

For other components of “Other noninterest expense’
that exceed the disclosure threshold, list and briefly
describe these components in memoranda items 7(1)
through 7(n).
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For components of “Other noninterest expense” that
reflect a single charge for separate “bundled services’
provided by third-party vendors, disclose such amounts
in the item that most closely describes the predominant
type of expense incurred, and this categorization should
be used consistently over time.

Do not itemize ‘‘Benefits, losses, and expenses from
insurance-related activities.” These amounts are reported
separately in Schedule HI, memorandum item 12(c).

If gains have been reported in Schedule HI, item 7(d), use
the absolute value of such gains to determine whether the
amount of the gains exceeds three percent of the amount
reported in item 7(d) and whether such gains should be
reported in this memorandum item. (The absolute value
refers to the magnitude of the dollar amount without
regard to whether the amount is a net gain or loss.) If
gains are reported in this memorandum item, enclose in
parentheses. A sample of the types of items that may
require disclosure has been included in the instructions to
item 7(d) above. The description of each item reported in
memoranda items 7(I) through 7(n) should be reported in
the area marked as ‘““text” on the report form in a clear
and concise manner and limited to 132 characters per
item (including punctuation and spaces). Do not use
words such as ‘‘miscellaneous”’ or “other” to describe
these items. The dollar amount should be reported in the
adjacent column on the right. If there are no reportable
amounts for memoranda items 7(I) through 7(n), then
these items should be left blank.

Line ltem M8 Extraordinary items and other
adjustments.

List and briefly describe in items M8(a) through M8(c)
below each extraordinary item or adjustment included in
item 12, “* Extraordinary items, net of applicable income
taxes and minority interest” below. However, each item
should be reported separately, gross of income taxes and
the income tax effect separately reported, as indicated.

If an extraordinary item or other adjustment is a loss or
otherwise reduces the bank holding company’s income,
enclose the dollar amount reported in parentheses. If an
applicable income tax effect is a tax benefit (rather than
a tax expense), enclose the dollar amount reported in
parentheses.

Line ltem M9 Trading revenue (from cash
instruments and derivative instruments).

Memorandum items 9(a) through 9(e) are to be com-
pleted by bank holding companies that reported average
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trading assets (in Schedule HC-K, item 4(a)) of $2 mil-
lion or more for any quarter of the preceding calendar
year.

Report, in the appropriate item below, a breakdown of
trading revenue that has been included in the body of the
income statement in Schedule HI, item 5(c). For each of
the five types of underlying risk exposure, report the
combined revenue (net gains and losses) from trading
cash instruments and derivative instruments. For pur-
poses of Memorandum item 9, the reporting bank hold-
ing company should determine the underlying risk expo-
sure category in which to report the trading revenue from
cash instruments and derivative instruments in the same
manner that the bank holding company makes this deter-
mination for other financia reporting purposes. The sum
of Memorandum items 9(a) through 9(e) must equa
Schedule HI, item 5(c).

Line Item M9(a)

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

Interest rate exposures.

Exclude trading revenue on contracts involving the
exchange of foreign currencies (e.g., cross-currency
swaps and currency options) that the reporting bank
holding company manages as foreign exchange expo-
sures. Report such trading revenue in Memorandum
item 9(b).

Line Item M9(b) Foreign exchange expaosures.

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

Line Iltem M9(c) Equity security and index
EXpOsUres.

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

Line Iltem M9(d) Commaodity and other exposures.

Report in this item net gains (losses) from trading cash
instruments and derivative contracts that the reporting
bank holding company manages as commodity or other
exposures. Commodity or other exposures may arise
from commodities and commodity and other derivative
contracts not reported as interest rate, foreign exchange,
equity, or credit derivative contracts. Commodity and
other contracts are contracts that have a return, or a
portion of their return, linked to the price or to an index
of precious metals, petroleum, lumber, agricultural prod-
ucts, etc. Commaodity and other contracts aso include
any other contracts that are not reportable asinterest rate,
foreign exchange, equity, or credit derivative contracts.

Line ltem M9(e) Credit exposures.

Report in this item net gains (losses) from trading cash
instruments and derivative contracts that the reporting
bank holding company manages as credit exposures.
Credit exposures may arise from cash debt instruments
(e.g., debt securities) and credit derivative contracts. In
general, credit derivative contracts are arrangements that
alow one party (the "beneficiary") to transfer the credit
risk of a"reference asset” or "reference entity" to another
party (the "guarantor"). Credit derivative contracts in-
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clude credit default swaps, total return swaps, credit
options, and other credit derivatives.

Line ltem M10 Net gains (losses) recognized in
earnings on credit derivatives that economically
hedge credit exposures held outside the trading

account.

Report in the appropriate subitem the net gains (losses)
recognized in earnings on credit derivatives that eco-
nomically hedge credit exposures held outside the trading
account, regardiess of whether the credit derivative is
designated as and qualifies as a hedging instrument under
generally accepted accounting principles. Credit expo-
sures held outside the trading account include, for
example, nontrading assets (such as available-for-sale
securities and loans held for investment) and unused lines
of credit.

Line Iltem M10(a) Net gains (losses) on credit
derivatives held for trading.

Report the net gains (losses) recognized in earnings on
credit derivatives held for trading (and reportable as
trading assets or trading liabilities, as appropriate, in
Schedule HC, item 5 or item 15, respectively) that
economically hedge credit exposures held outside the
trading account. The net gains (losses) on credit deriva-
tives reported in thisitem will also have been included as
trading revenue in Schedule HI, Memorandum item 9(e),
"Credit exposures.”

Line Item M10(b) Net gains (losses) on credit
derivatives held for purposes other than trading.

Report the net gains (losses) recognized in earnings on
credit derivatives held for purposes other than trading
(and reportable as other assets or other liabilities, as
appropriate, in Schedule HC, item 11 or item 20, respec-
tively) that economically hedge credit exposures held
outside the trading account. Net gains (losses) on credit
derivatives held for purposes other than trading should
not be reported as trading revenue in Schedule HI, item
5(c).

Lineltem M11 Credit losses on derivatives.

Report the consolidated bank holding company’ s year-to-
date credit losses incurred on derivative contracts (as
defined for Schedule HC-L, items 7 and 11), net of
recoveries (e.g., net charge-offs). The amount reported in
this item should include all credit losses regardiess of
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whether the consolidated bank holding company charged
such losses directly to income (e.g., trading revenue) or
to another account (e.g., alowance for credit losses on
derivatives).

Line Iltem M12(a) Income from the sale and
servicing of mutual funds and annuities (in
domestic offices).

Report the amount of income earned by the reporting
bank holding company during the calendar year to date-
from the sale and servicing of mutual funds and annuities
(in domestic offices).

Include in this item:

(1) Income earned in connection with mutua funds
and annuities that are sold on the premises of the
reporting bank holding company or its subsidiaries,
or that are sold by the reporting bank holding com-
pany, a subsidiary, or by &ffiliated or unaffiliated
entities from whom the reporting bank holding com-
pany reports income on a consolidated basis in the
FR Y-9C. Thisincome may be in the form of fees or
sales commissions at the time of the sale or fees,
including a share of another entity’s fees, that are
earned over the duration of the account (e.g., annual
fees, Rule 12b-1 fees or “trailer fees,’ and redemp-
tion fees). Commissions should be reported as in-
come as earned at the time of the sale (i.e, on an
accrua basis), but may be reported as income when
payment is received if the results would not differ
materially from those obtained using an accrua
basis.

(2) Income that is reported on a consolidated basisin the
FR Y-9C from leasing arrangements with affiliated
and unaffiliated entities who lease space in offices
of the reporting bank holding company or its sub-
sidiaries for use in selling mutual funds and annu-
ities. Income from leasing arrangements should be
reported as income as earned (i.e, on an accrua
basis), but may be reported as income when payment
is received if the results would not differ materially
from those obtained using an accrual basis.

(3) Fees for providing investment advisory services for
mutual funds and annuities.

(4) Fees for providing securities custody, transfer agent,
and other operationa and ancillary servicesto mutual
funds and annuities that are sold on the premises of
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the reporting bank holding company, or sold by the
reporting bank holding company or its subsidiaries,
through a subsidiary, or by affiliated or unaffiliated
entities from whom the bank holding company
reportsincomeon aconsolidated basisinthe FR Y-9C
at the time of the sale or over the duration of the
account.

Also include income from sales conducted through the
reporting bank holding company’s trust department that
are not executed in a fiduciary capacity (e.g., trustee,
executor, administrator, conservator) but exclude income
from sales conducted by the trust department that are
executed in afiduciary capacity.

In general, this income will have been included in
Schedule HI, item 5(d)(1), ‘‘ Fees and commissions from
securitiesbrokerage’” (for mutual funds) and item 5(d)(3),
“Fees and commissions from annuity sales.”” However,
income from leasing arrangements, or the portion thereof,
that is fixed in amount and does not vary based on sales
volume may have been reported as a deduction from
Schedule HI, item 7(b), ** Expenses of premises and fixed
assets, net of rental income.”” Thus, the income to be
included in this item should be reported gross rather than
net of expenses incurred by the reporting bank holding
company or a consolidated subsidiary.

Exclude fees earned for providing securities custody,
transfer agent, and other operational and ancillary ser-
vices to third party mutual funds and annuities that are
not sold on the premises of the reporting bank holding
company or its consolidated subsidiaries and are not
otherwise sold by the reporting bank holding company,
through a subsidiary, or by affiliated or unaffiliated
entities from whom the reporting bank holding company
receives income at the time of the sale or over the
duration of the account.

Line ltem M12(b) Premiums.

Report in memoranda items 12(b)(1) and 12(b)(2) pre-
mium revenues from the insurance and reinsurance
underwriting operations of the bank holding company
and its affiliates. Do not include any commission and fee
income from the sale of insurance products.

Line Item M12(b)(1) Premiums on insurance
related to the extension of credit.

Report the amount of premiums from insurance and
reinsurance underwriting reported in item 5(d)(4) above
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that were recognized on property, casualty, life, health,
accident, involuntary unemployment and other insurance
coverage related to an extension of credit or lease
financing, e.g., credit life and mortgage insurance. In-
clude title insurance premiums, forced placed coverage,
collateral protection, and private mortgage insurance
premiums in this line item. Exclude al insurance and
annuity sales and referral fee revenue (reported in Sched-
ule HI, line item 5(d)(5)).

Line Item M12(b)(2) All other insurance
premiums.

Report the amount of insurance premiums from insur-
ance and reinsurance underwriting reported initem 5(d)(4)
above other than the credit-related insurance premiums
reported in item M12(b)(1) above. Exclude all insurance
and annuity sales and referral fee revenue (reported in
Schedule HI, line item 5(d)(5)).

Line Item M12(c) Benéfits, losses, and expenses
from insurance-related activities.

Report for insurance and reinsurance underwriting activi-
ties current and future insurance benefits, interest cred-
ited to contractholders, policyholder dividends, amortiza-
tion of deferred acquisition cost, claims and claims
adjustment expenses and any other operating expenses,
excluding salaries and overhead expense (except salaries
and benefits expense included in claims adjustment
expense), which should be reported in item 7(a) above.

Line ltem M13 Does the reporting bank holding
company have a Subchapter S election in effect for
federal income tax purposes for the current tax
year? (Enter “1” for yes, enter 0" for no.)

Indicate whether the bank holding company has elected,
for federal income tax purposes, an “S corporation”
status, as defined in Internal Revenue Code Section 1361
as of the report date. Enter 1" for yes; enter **0’” for no.
In order to be an S corporation, the bank holding com-
pany must have a valid election with the Internal Reve-
nue Service and obtain the consent of all of its sharehold-
ers. In addition, the bank holding company must meet
specific criteria for federal income tax purposes at all
times during which the election remains in effect. These
specific criteria include, for example, having no more
than 100 qualifying shareholders and having only one
class of stock outstanding.
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Memorandum item 14 is to be completed by bank
holding companies that have elected to account for
assets and liabilities under a fair value option.

Line ltem M14 Net gains (losses) recognized in
earnings on assets and liabilities that are reported
at fair value under a fair value option.

Report in the appropriate subitem the total amount of
pretax gains (losses) from fair value changes included in
earnings during the calendar year to date for al assets
and liabilities accounted for at fair value under a fair
value option. If the amount to be reported is a net loss,
enclose it in parentheses. Disclosure of such gains
(losses) is also required by FASB Statement No. 159,
paragraph 19 and C7(b), and FASB Statement No. 156,

paragraph 4(f)(1)(d).
Line Item M14(a) Net gains (losses) on assets.

Report the total amount of pretax gains (losses) from fair
value changes included in earnings during the calendar
year to date for al assets, including hybrid financial
instruments and servicing assets, accounted for under a
fair value option. This amount will reflect the reported
interest included in total interest income in Schedule HI,
item 1(h), and revaluation adjustments included in nonin-
terest income in Schedule HI, items 5(c), 5(f), and 5(1).
Exclude gains and losses for other items measured at fair
value, such asitemsrequired to be measured at fair value.

Line Iltem M14(a)(1) Estimated net gains (losses)
on loans attributable to changes in
instrument-specific credit risk.

For loans reported at fair value under afair value option,
report the estimated portion of the change in fair value
included in earnings attributabl e to changesin instrument-
specific credit risk. Include all such loans reported in
Schedule HC, items 4(a), 4(b), and 5.

Line Item M14(b) Net gains (losses) on liabilities.

Report the total amounts of pretax gains (losses) from
fair value changes included in earnings during the calen-
dar year to date for all liabilities, including hybrid
financia instruments and servicing liabilities, accounted
for under afair value option. This amount will reflect the
reported interest included in total interest expense in
Schedule HI, item 2(e), and revaluation adjustments
included in noninterest income in Schedule HI, items
5(c), 5(f), and 5(1). Exclude gains and losses for other
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items measured at fair value, such asitems required to be
measured at fair value.

Line Item 14(b)(1) Estimated net gains (losses) on
liabilities attributable to changes in
instrument-specific credit risk.

For liabilities reported at fair value under a fair vaue
option, report the estimated portion of the change in fair
value included in earnings attributable to changes in
instrument-specific credit risk.

Lineltem M15 Stock-based employee
compensation expense (net of tax effects) calculated
for all awards under the fair value method.

Report the stock-based empl oyee compensation cost, that
isincluded in Schedule HI, item 7(€), net of related tax
effects. This compensation cost includes employee stock
options expense, calculated using the fair value method
applied to all awards in conformity with FASB State-
ment No. 123(R), Shared-Based Payment. Stock-based
employee compensation plans include all arrangements
by which employees receive shares of stock or other
equity instruments of the employer or the employer
incurs liabilities to employees in amounts based on the
price of the employer’s stock. Examples are stock pur-
chase plans, stock options, restricted stock, and stock
appreciation rights.
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For purposes of reporting in this item, all awards refers
to awards granted, modified, or settled in fiscal periods
beginning after December 15, 1994.

Memorandum item 16 is to be completed by bank
holding companiesthat are required to complete Sched-
ule HC-C, Memorandum items 6(b) and 6(c).

Lineltem 16 Noncash income from negative
amortization on closed-end loans secured by 1-4
family residential properties.

Report the amount of noncash income from negative
amortization on closed-end loans secured by 1-4 family
residential properties (i.e., interest income accrued and
uncollected that has been added to principal) included in
interest and fee income on loans in domestic offices
(Schedule HI, item 1(a)(1)).

Negative amortization refers to a method in which aloan
is structured so that the borrower’ s minimum monthly (or
other periodic) payment is contractually permitted to be
less than the full amount of interest owed to the lender,
with the unpaid interest added to the loan’s principal
balance. The contractual terms of the loan provide that if
the borrower alows the principal balance to rise to a
pre-specified amount or maximum cap, the loan pay-
ments are then recast to a fully amortizing schedule.
Negative amortization features may be applied to either
adjustable rate mortgages or fixed rate mortgages, the
latter commonly referred to as graduated payment mort-
gages (GPMs).
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LINE ITEM INSTRUCTIONS FOR

Changes in Equity Capital

Schedule HI-A

General Instructions

Total equity capital includes perpetual preferred stock,
common stock, capital surplus, retained earnings, accu-
mulated other comprehensive income and other equity
capital components such as treasury stock and unearned
Employee Stock Ownership Plan Shares. All amountsin
Schedule HI-A, other than those reported in items 1, 3,
and 12, should represent net aggregate changes for the
caendar year-to-date. Enclose al net decreases and
losses (net reductions of equity capital) in parentheses.

Lineltem 1 Equity capital most recently reported
for the end of previous calendar year.

Report the consolidated bank holding company’s total
equity capital balance most recently reported for the
previous calendar year-end after the effect of al correc-
tions and adjustments to total equity capital that were
made in any amended report(s) for the previous calendar
year-end.

Do not enter the consolidated bank holding company’s
total equity capital ending balance from the Report of
Income for the preceding quarter when preparing the
June 30, September 30, or December 31 report.

For bank holding companies opened since January 1 of
the current calendar year, report the word ““none’” in this
item. Report the consolidated bank holding company’s
opening (original) total equity capital initems5(a), *“ Sale
of perpetual preferred stock, gross’ or 6(a), ‘‘Sale of
common stock, gross’ as appropriate.

Pre-opening income earned and expenses incurred from
the bank holding company’s inception until the date the
bank holding company commenced operations should be
reported in Schedule HI using one of the two following
methods, consistent with the manner in which the bank
holding company reports pre-opening income and ex-
penses for other financial reporting purposes:

FR Y-9C
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(1) The net amount of pre-opening income and expenses
for the entire period from the bank holding compa
ny’s inception until the date the bank holding com-
pany commenced operations should be reported in
the appropriate items of Schedule HI, each quarter
during the calendar year in which operations com-
menced; or

(2) Pre-opening income and expenses for the period
from the bank holding company’ s inception until the
beginning of the calendar year in which the bank
holding company commenced operations should be
included, along with the bank holding company’s
opening (original) equity capital, in thisitem. The net
amount of these pre-opening income and expenses
should be identified and described in ‘“Notes to the
Income Statement.” Pre-opening income earned and
expenses incurred during the calendar year in which
the bank holding company commenced operations
should be reported in the appropriate items of Sched-
ule HI, each quarter during the calendar year in
which operations commenced.

Line ltem 2 Restatements due to corrections
of material accounting errors and changesin
accounting principles.

Report the sum of al corrections, net of applicable
income taxes, resulting from material accounting errors
which were made in prior years Consolidated Financial
Statements for Bank Holding Companies and not cor-
rected by thefiling of an amended report for the period in
which the error was made. Include only those corrections
which result from:

(1) Mathematical mistakes.
(2) Mistakes in applying accounting principles.

(3) Improper use of information which existed when the
prior Consolidated Financial Statements for Bank
Holding Companies were prepared.
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(4) A change from an accounting principle that is neither
accepted nor sanctioned by the Federa Reserve to
one that is acceptable to the Federal Reserve.

The effect of accounting errors differs from the effect of
changes in accounting estimates. Changes in accounting
estimates are an inherent part of the accrual accounting
process. Report the effect of any changes in accounting
estimates in the appropriate line items of Schedule HI,
Consolidated Income Statement. For further information
on corrections of errors and changesin estimates, refer to
the Glossary entry for ** accounting changes.”

Also report the cumulative effect, net of applicable
income taxes, of those changes in accounting principles
which are properly accounted for by restating prior years
financial statements.

The cumulative effect of achangein accounting principle
is the difference between (1) the balance in the retained
earnings account at the beginning of the year in which the
change is made and (2) the balance in the retained
earnings account that would have been reported at the
beginning of the year had the newly adopted accounting
principle been applied in all prior periods.

The cumulative effect of al other changes in accounting
principles adopted during the calendar year-to-date must
be reported in Schedule HI, item 12, **Extraordinary
items, net of applicable taxes and minority interest.”

Refer to the Glossary entry for ** accounting changes” for
information on how to determine the amount of the
cumulative effect of a change in accounting principle.

Line ltem 3 Balance end of previous calendar year
as restated.

Report the sum of items 1 and 2.

Lineltem 4 Net income (l0ss).

Report the net income (loss) for the calendar year-to-date
asreported in Schedule HI, item 13, *“ Net income (l0ss).”

Lineltem 5 Sale of perpetual preferred stock.

Report the changes in the consolidated bank holding
company’s total equity capital resulting from the sale of
the bank holding company’s perpetual preferred stock.
Limited-life preferred stock is not included in equity
capital; any proceeds from the sale of limited-life pre-
ferred stock during the calendar year-to-date are not to be
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reported in thisitem. (Include limited-life preferred stock
in Schedule HC, item 19(a)).

Line Item 5(a) Sale of perpetual preferred stock,
gross.

Report in this item the total amount of new perpetual
preferred stock issued, net of any expenses associated
with the issuance of the stock.

Exclude the conversion of convertible debt and limited-
life preferred stock into perpetua preferred stock, as well
as the exercise of stock options (report in item 5(b)).

Line Item 5(b) Conversion or retirement of
perpetual preferred stock.

Report in this item the changes in the consolidated bank
holding company’s total equity capital resulting from:

(1) The conversion of convertible debt or limited-life
preferred stock into perpetua preferred stock.

(2) Exercise of stock options, including:

(&) Any income tax benefits to the consolidated bank
holding company resulting from the sale of the
bank holding company’s own stock acquired
under a qualified stock option within three years
of its purchase by the employee who had been
granted the option.

(b) Any tax benefits to the consolidated bank holding
company resulting from the exercise (or grant-
ing) of nonqualified stock options (on the bank
holding company’ s stock) based on the difference
between the option price and the fair market
value of the stock at the date of exercise (or
grant).

(3) Retirement of perpetual preferred stock.

(4) The awarding of share-based employee compensa-
tion classified as equity. Under FASB Statement No.
123 (Revised 2004), the compensation cost for such
an award must be recognized over the requisite
service period with a corresponding credit to equity.
Thisreporting treatment appliesregardless of whether
the shares awarded to an employee are shares of bank
holding company stock or shares of stock of the bank
holding company’ s subsidiary bank.
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Include:

(1) The net decreasein equity capital which occurs when
cash is distributed in lieu of fractional shares in a
stock dividend.

(2) The net increase in equity capital when a stockholder
who receives afractional share from astock dividend
purchases the additional fraction necessary to make a
whole share.

Lineltem 6 Sale of common stock.

Report the changes in the consolidated bank holding
company’s total equity capital resulting from the sale of
the bank holding company’s common stock.

Line Item 6(a) Sale of common stock, gross.

Report the total amount of new common stock issued
by the consolidated bank holding company, net of any
expenses associated with the issuance of such stock.

In the event of the formation of a new bank holding
company over an existing bank that has been accounted
for as areorganization, report the bank holding company
sharesissued in thislineitem. See also the Glossary entry
for ““business combinations—reorganizations’ for fur-
ther information

Line Item 6(b) Conversion or retirement of
common stock.

Report in this item the changes in the consolidated bank
holding company’s total equity capital resulting from:

(1) the conversion of convertible debt, limited-life pre-
ferred stock, or perpetua preferred stock into com-
mon stock.

(2) Exercise of stock options, including:

(&) Any income tax benefits to the consolidated bank
holding company resulting from the sale of the
bank holding company’s own stock acquired
under a qualified stock option within three years
of its purchase by the employee who had been
granted the option.

(b) Any tax benefitsto the consolidated bank holding
company resulting from the exercise (or grant-
ing) of nonqualified stock options (on the bank
holding company’ s stock) based on the difference
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between the option price and the fair market
value of the stock at the date of exercise (or
grant).

(3) Retirement of common stock.

(4) The awarding of share-based employee compensa-
tion classified as equity. Under FASB Statement No.
123 (Revised 2004), the compensation cost for such
an award must be recognized over the requisite
service period with a corresponding credit to equity.
Thisreporting treatment appliesregardless of whether
the shares awarded to an employee are shares of bank
holding company stock or shares of stock of the bank
holding company’s subsidiary bank.

Include;

(1) The net decreasein equity capital which occurs when
cash is distributed in lieu of fractiona shares in a
stock dividend.

(2) The net increase in equity capital when a stockholder
who receives a fractiona share from a stock divi-
dend. Do not include dividends declared during the
previous calendar year but paid in the current period.

Refer to the Glossary entry for “dividends’ for further
information on cash dividends.

Line ltem 7 Sale of treasury stock.

Report the resale or other disposal of the bank holding
company’s own perpetual preferred stock or common
stock, i.e., treasury stock transactions (see the Glossary
entry for ““treasury stock’).

Lineltem 8 LESS: Purchase of treasury stock.

Report the acquisition (without retirement) of the bank
holding company’s own perpetual preferred stock or
common stock, i.e., treasury stock transactions (see the
Glossary entry for ““treasury stock’). Report the amount
as an absolute value; do not enclose the amount in
parentheses or use aminus (=) sign.

Lineltem 9 Changes incident to business
combinations, net.

If the bank holding company has entered into a business
combination which became effective during the reporting
period and which has been accounted for as a pooling of
interests, report the historical equity capital balances of
the consolidated bank holding company or other business
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acquired as of the end of the previous calendar year. For
further information on poolings of interests, refer to the
Glossary entry for ‘‘ business combinations.”

If the consolidated bank holding company purchased
another bank or business during the reporting period,
report the fair value of any perpetual preferred or com-
mon shares issued (less the direct cost of issuing the
shares) less any goodwill charged against undivided
profits. If for any reason goodwill is charged off, a net
reduction of equity capital may result. Exclude the fair
value of limited-life preferred stock issued in connection
with purchase acquisitions. Refer to the Glossary entry
for *‘business combinations” for further information on
purchase acquisitions.

Include any retroactive adjustments that result from the
realization of income tax benefits of preacquisition oper-
ating loss carryforwards of purchased subsidiaries and
other purchased businesses.

Lineltem 10 LESS: Cash dividends declared on
preferred stock.

Report all cash dividends declared on preferred stock
(including limited-life preferred stock) during the calen-
dar year-to-date, including dividends not payable until
after the report date. Report the amount as an absolute
value; do not enclose the amount in parentheses or use a
minus (=) sign.

Do not include dividends declared during the previous
calendar year but paid in the current period.

Refer to the Glossary entry for “dividends” for further
information on cash dividends.

Lineltem 11 LESS: Cash dividends declared on
common stock.

Report all cash dividends declared on common stock
during the calendar year-to-date, including dividends not
payable until after the report date. Report the amount as
an absolute value; do not enclose the amount in parenthe-
Ses or use aminus (-) sign.

Do not include dividends declared during the previous
calendar year but paid in the current period.

For further information on cash dividends, see the Glos-
sary entry for ““dividends.”
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Line ltem 12 Other comprehensive income.

Report the bank holding company’ s other comprehensive
income for the calendar year-to-date. If the amount to be
reported represents a reduction in the bank holding
company’s 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 the bank holding
company’s available-for-sale securities.

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

(3) Theincrease or decrease during the calendar year-to-
date in the bank holding company’s cumulative
foreign currency trandation adjustments and qualify-
ing foreign currency transaction gains or losses, net
of applicable income taxes, if any. Refer to the
Glossary entry for “foreign currency transactions
and trandlation” for further information on account-
ing for foreign currency translation.

(4) The change during the calendar year-to-date in any
minimum pension liability adjustment recognized in
accordance with FASB Statement No. 87, Employ-
ers’ Accounting for Pensions.

Line Item 13 Change in the offsetting debit

to the liability for Employee Stock Ownership Plan
(ESOP) debt guaranteed by the bank holding
company.

Report an amount in this item only if the consolidated
bank holding company has guaranteed the debt of its
ESOP. The amount reported in this item should reflect
any changes during the calendar year-to-date to the
offsetting debit to the liability recorded by the bank
holding company in connection with ESOP debt guaran-
teed by the reporting company (that is, the equity contra
account). The changes in this account result either:
(1) from the booking of an offsetting debit to any new
ESOP debt guaranteed by the consolidated bank holding
company; or (2) from any reduction in the equity contra
account as existing guaranteed ESOP debt is amortized.

As the ESOP's debt is amortized, the equity contra
account is reduced, thereby increasing the total amount
of equity capita reported as outstanding by the reporting
bank holding company. As the ESOP borrows more
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funds that are guaranteed by the reporting bank holding
company, the offsetting debit increases the equity contra
account, thereby reducing the total amount of equity
capital reported as outstanding.

When the net impact of these changes to the equity contra
account results in an overall decrease to that account, the
amount of that decrease should be reported in thisitem as
an increase in the total amount of equity capita by
adding that amount when calculating *‘ changes in equity
capital” for this schedule. When the net impact of these
changes to the equity contra account resultsin an overal
increase to that account, the amount of that increase
should be reported in this item as a decrease in the total
amount of equity capital by placing that amount in
parenthesis and subtracting it when calculating ‘“ changes
in equity capital” for this schedule.
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Line ltem 14 Other adjustments to equity capital
(not included above).

Report in thisitem all other adjustments to equity capital
that are not properly reported in items 1 through 13.
Included are contributions of capital made to the holding
company when the company is a partnership.

Line Item 15 Total equity capital end of current
period.

Report the sum of items 3, 4, 5, 6, 7, 9, 12, 13, and 14,

less items 8, 10, and 11. This item must equal Sched-
ule HC, item 28.
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LINE ITEM INSTRUCTIONS FOR

Charge-Offs and Recoveries on Loans
and Leases and Changes in Allowance
for Loan and Lease L0sses

Schedule HI-B

Part I. Charge-Offs and Recoveries on
Loans and L eases

General Instructions

This part has two columns. In column A report loans and
leases charged off during the current calendar year-to-
date. Also includein column A write-downsto fair value
on loans (and leases) transferred to the held-for-sale
account during the calendar year to date that occurred
when (1) the reporting bank holding company decided to
sell loans that were not originated or otherwise acquired
with the intent to sell and (2) the fair value of those loans
had declined for any reason other than a change in the
general market level of interest or foreign exchange rates.
In column B report amounts recovered during the current
calendar year-to-date on loans and leases previously
charged off. For those bank holding companies or con-
solidated subsidiaries required to establish and maintain
an alocated transfer risk reserve, as specified in Section
905(a) of the International Lending Supervision Act of
1983, in the agency regulations implementing the Act
(Subpart D of Federal Reserve Regulation K) and in any
guidelines, or instructions issued by the Federal Reserve,
columns A and B of part | include loans and leases
charged off against and amounts recovered, respectively,
through the allocated transfer risk reserve.

These instructions should be read in conjunction with
the Glossary entries for “‘alowance for loan and lease
losses” and *‘domicile.”

Lineltem 1 Loans secured by real estate.

Report in the appropriate subitem and column loans
secured by rea estate (as defined in Schedule HC-C,
item 1) charged off and recovered.

Lineltem 1(a) Construction, land development,
and other land loans (in domestic offices).

Report in the appropriate subitem and column construc-
tion, land development, and other land loans (as defined
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for Schedule HC-C, item 1(a), column B) charged off and
recovered.

Line ltem 1(a)(1) 1-4 family residential
construction loans.

Report in columns A and B, as appropriate, 1-4 family
residential construction loans (as defined for Schedule
HC-C, item 1(a)(1), column B) charged off and recov-
ered.

Line Item 1(a)(2) Other construction loans and all
land development and other land loans.

Report in columns A and B, as appropriate, other con-
struction loans and all land development and other land
loans (as defined for Schedule HC-C, item 1(a)(2),
column B) charged off and recovered.

Line Item 1(b) Secured by farmland in domestic
offices.

Report in columns A and B, as appropriate, loans secured
by farmland in domestic offices (as defined for Sched-
ule HC-C, item 1(b), *“ Secured by farmland’).

Line Item 1(c) Secured by 1-4 family residential
properties in domestic offices.

Report in columns A and B, as appropriate, in the
subitems below, loans secured by 1-4 family residentia
properties in domestic offices (as defined for Sched-
ule HC-C, item 1(c), * Secured by 1-4 family residential
properties”).

Line Item 1(c)(1) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report in columns A and B, as appropriate, al revolving,
open-end loansin domestic offices secured by 1-4 family
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residential properties and extended under lines of credit.
Corresponds to Schedule HC-C, item 1(c)(1).

Line Item 1(c)(2) Closed-end loans secured by
1-4 family residential propertiesin domestic offices.

Report in the appropriate subitem and column closed-end
loans in domestic offices secured by 1-4 family residen-
tial properties charged off and recovered.

Line Item 1(c)(2)(a) Secured by first liens.

Report in columns A and B, as appropriate, closed-
end loans secured by first liens on 1-4 family resi-
dential properties (as defined for Schedule HC-C,
item 1(c)(2)(a), column B) charged off and recovered.

Line Item 1(c)(2)(b) Secured by junior liens.

Report in columns A and B, as appropriate, closed-
end loans secured by junior liens on 1-4 family resi-
dential properties (as defined for Schedule HC-C,
item 1(c)(2)(b), column B) charged off and recovered.
Include loans secured by junior liensin this item even if
the bank holding company also holds aloan secured by a
first lien on the same 1-4 family residential property and
there are no intervening junior liens.

Line Item 1(d) Secured by multifamily (5 or more)
residential propertiesin domestic offices.

Report in columns A and B, as appropriate, |oans secured
by multifamily (5 or more) residentia properties in
domestic offices (as defined for Schedule HC-C,
item 1(d), * Secured by multifamily (5 or more) residential
properties”).

Line Item 1(e) Secured by nonfarm nonresidential
properties (in domestic offices).

Report in the appropriate subitem and column loans
secured by nonfarm nonresidential properties (as defined
for Schedule HC-C, item 1(e), column B) charged off and
recovered.

Line Item 1(e)(1) Loans secured by
owner-occupied nonfarm nonresidential properties.

Report in columns A and B, as appropriate, loans secured
by owner-occupied nonfarm nonresidential properties (as
defined for Schedule HC-C, item 1(e)(1), column B)
charged off and recovered.
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Line Item 1(e)(2) Loans secured by other nonfarm
nonresidential properties.

Report in columns A and B, as appropriate, loans secured
by other nonfarm nonresidential properties (as defined
for Schedule HC-C, item 1(e)(2), column B) charged off
and recovered.

Line Item 1(f) In foreign offices.

Report in columns A and B, as appropriate, |oans secured
by real estate in foreign offices.

Line ltem 2 Loans to depository institutions and
acceptances of other banks.

Report in columns A and B, in the appropriate subitem,
loans to depository institutions and acceptances of other
banks (as defined for Schedule HC-C, item 2).

Line Item 2(a) To U.S. banks and other U.S.
depository institutions.

Corresponds to Schedule HC-C, item 2(a).

Line Item 2(b) To foreign banks.
Corresponds to Schedule HC-C, item 2(b).

Line ltem 3 Loans to finance agricultural
production and other loans to farmers.

Report in columns A and B, as appropriate, agricultural
loans (as defined for Schedule HC-C, item 3, *Loans
to finance agricultural production and other loans to
farmers”).

Lineltem 4 Commercial and industrial loans.
Lineltem 4(a) To U.S. addressees.

Report in columns A and B, as appropriate, commercial
and industrial loans (as defined for Schedule HC-C,
item 4(a), “Commercial and industrial loans to U.S.
addressees’”).

Line Item 4(b) To non-U.S. addressees.

Report in columns A and B, as appropriate, commercial
and industrial loans (as defined for Schedule HC-C,
item 4(b), “ Commercial and industrial loans to non-U.S.
addressees’”).

FR Y-9C
Schedule HI-B March 2008




Schedule HI-B

Lineltem 5 Loansto individuals for household,
family, and other personal expenditures.

Report in columns A and B, as appropriate, all extensions
of credit under credit cards and related plans and all other
loans to individuals for household, family, and other
persona expenditures (as defined for Schedule HC-C,
item 6, “‘Loans to individuals for household, family, and
other personal expenditures”).

Report in item 5(a) credit cards, and in item 5(b) related
plans and al other loans to individuals for household,
family, and other personal expenditures.

Line Item 5(a) Credit cards.
Corresponds to Schedule HC-C, item 6(a).

Line Item 5(b) Other (includes single payment,
installment, all student loans, and revolving credit
plans other than credit cards).

Corresponds to Schedule HC-C, items 6(b) and 6(c).

Lineltem 6 Loansto foreign governments and
official ingtitutions.

Report in columns A and B, as appropriate, all loans
to foreign governments and official institutions (as de-
fined for Schedule HC-C, item 7, *Loans to foreign
governments and official institutions”).

Lineltem 7 All other loans.

Report in columns A and B, as appropriate, other loans as
defined for Schedule HC-C, item 9, “All other loans.”

Line ltem 8 Lease financing receivables.

Report in columns A and B, as appropriate, all lease
financing receivables (as defined for Schedule HC-C,
item 10) charged off and recovered.

Line Item 8(a) Leases to individuals for household,
family, and other personal expenditures.

Report in columns A and B, as appropriate, all leases to
individuals for household, family, and other personal
expenditures (as defined for Schedule HC-C, item 10(a),
column A) charged off and recovered.
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Line Item 8(b) All other leases.

Report in columns A and B, as appropriate, all other
leases (as defined for Schedule HC-C, item 10(b), col-
umn A) charged off and recovered.

Lineltem 9 Total.

Report in columns A and B the sum of items 1 through 8.
The amount reported in column A must equal part I,
item 3, * Charge-offs,” plus part |1, item 4, “ write-downs
arising from transfers of loansto a held-for-sale account,”
below, and the amount reported in column B must equal
part I1, item 2, **Recoveries,” below.

Memoranda

Lineltem M1 Loans to finance commercial real
estate, construction, and land development activities
(not secured by real estate) included in items 4 and
7 above.

Report in columns A and B, as appropriate, loans to
finance commercial real estate, construction, and land
development activities not secured by real estate (as
defined for Schedule HC-C, Memorandum item 2). Such
loans will have been included in items 4 and 7 of
Schedule HI-B, part |, above. Exclude from this item all
loans secured by real estate included in item 1 of
Schedule HI-B, part I, above.

Lineltem M2 Loans secured by real estate to
non-U.S. addressees (domicile).

Report in columns A and B, as appropriate, loans secured
by rea estate to non-U.S. addressees (as defined for
Schedule HC-C, Memorandum item 3) included in
Schedule HI-B, part I, item 1, above.

Line Item M3 Uncollectible retail credit card fees
and finance charges reversed against income (i.e.,
not included in charge-offs against the allowance
for loan and lease |osses).

Thisitemis to be completed by (1) bank holding compa-
nies that, together with affiliated institutions, have out-
standing credit card receivables that exceed $500 million
as of the report date or (2) bank holding companies that
on a consolidated basis are credit card specialty holding
companies.

Outstanding credit card receivables are the sum of:
(a) Schedule HC-C, item 6(a), column A;

HI-B-3



Schedule HI-B

(b) Schedule HC-S item 1, column C; and
(c) Schedule HC-S item 6(a), column C.

Credit card specialty bank holding companies are defined
as those bank holding companies that on a consolidated
basis exceed 50 percent for the following two criteria:

(a) the sum of credit card loans (Schedule HC-C,
item 6(a), column A) plus securitized and sold
credit card receivables (Schedule HC-S item 1,
column C) divided by the sum of total loans
(Schedule HC-C, item 12, column A) plus securi-
tized and sold credit card receivables (Schedule
HC-S item 1, column C); and

(b) the sum of total loans (Schedule HC-C, item 12,
column A) plus securitized and sold credit card
receivables (Schedule HC-S, item 1, column C)
divided by the sum of total assets (Schedule HC,
item 12) plus securitized and sold credit card
receivables (Schedule HC-S, item 1, column C).

Report the amount of fees and finance charges on credit
cards (as defined for Schedule HC-C, item 6(a) that the
bank holding company reversed against either interest
and fee income or a separate contra-asset account during
the calendar year-to-date. Report the amount of fees and
finance charges that have been reversed on a gross basis,
i.e, do not reduce the amount of reversed fees and
finance charges by recoveries of these reversed fees and
finance charges. Exclude from this item credit card fees
and finance charges reported as charge-offs against the
allowance for loan and lease losses in Schedule HI-B,
part 1, item 5(a), column A.

Part I1. Allowance for Loan and Lease

L osses
General Instructions

Report the reconcilement of the allowance for loan and
lease losses on a calendar year-to-date basis.

For those bank holding companies required to establish
and maintain an allocated transfer risk reserve as speci-
fied in Section 905(a) of the International Lending Super-
vision Act of 1983, in the agency regulations implement-
ing the Act (Subpart D of Federal Reserve Regulation K)
and in any guidelines, or instructions issued by the
Federal Reserve, the reconcilement should include the
activity in the allocated transfer risk reserve during the
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calendar year-to-date that relates to loans and leases. For
reporting during 2003, the balance of any allocated
transfer risk reserve reported in the FR Y-9C for Decem-
ber 31, 2002, that relates to loans and leases should be
included in Schedule HI-B, part I, item 1, “Balance
most recently reported at end of previous year.”

Exclude the balances of the allowance for credit losses on
off-balance sheet credit exposures reported in Schedule
HC-G, item 3, and any capital reserves included in
Schedule HC, item 26(a), ‘‘ Retained earnings,” and the
effect of any transactions therein.

Refer to the Glossary entry for the ““allowance for loan
and lease losses” for further information.

If the consolidated bank holding company has entered
into a business combination that became effective during
the reporting period which has been accounted for as a
pooling of interests, include the recoveries, losses, and
provisions of the combined bank holding company or
other business for the caendar year-to-date. Report the
balance as of the end of the previous calendar year of the
allowance for loan and lease losses of the bank or other
business acquired in the pooling in item 6, “Adjust-
ments.”

If the consolidated bank holding company purchased
another bank or business during the reporting period,
include the recoveries, losses, and provisions of the
combined bank or other business only after its acquisi-
tion. Report the amount of the allowance for loan and
lease losses of the bank or other business acquired as of
the effective date of the business combination in item 6,
“Adjustments.” (Refer to the Glossary entry for ““busi-
ness combinations” for further information.)

Lineltem 1 Balance most recently reported at end
of previous calendar year.

Report the balance in the allowance for loan and lease
losses from the Consolidated Financial Statements for
Bank Holding Companies most recently reported at the
previous calendar year-end after the effect of all correc-
tions and adjustments to the allowance for loan and lease
losses that were made in any amended report(s) for the
previous calendar year-end. For reporting during 2003,
the balance of any alocated transfer risk reserve reported
in the FR Y-9C for December 31, 2002, that relates to
loans and leases should be included in Schedule HI-B,
part Il, item 1.
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Lineltem 2 Recoveries.

Report the amount credited to the allowance for loan and
lease losses for recoveries during the calendar year-to-
date on amounts previously charged against the allow-
ance for loan and lease |osses. The amount reported must
equal part I, item 9, column B.

Lineltem 3 LESS: Charge-offs.

Report the amount of all loans and leases charged against
the alowance for loan and lease losses during the
calendar year-to-date. The amount reported in this item
must equal Schedule HI-B, part I, item 9, column A,
“Total” charge-offs, less Schedule HI-B, part Il, item 4,
“LESS: Write-downs arising from transfers of loansto a
held-for-sale account.”

Lineltem 4 LESS. Write-downs arising from
transfers of loans to a held-for-sale account.

Report the amount of write-downs to fair value charged
against the alowance for loan and lease losses result-
ing from transfers of loans and leases to a held-for-sale
account during the calendar year-to-date that occurred
when:

(1) the reporting bank holding company decided to sell
loans and leases that were not originated or otherwise
acquired with the intent to sell, and

(2) the fair value of those loans and leases had declined
for any reason other than a change in the genera
market level of interest or foreign exchange rates.

Lineltem 5 Provision for loan and lease |osses.

Report the amount expensed as the provision for loan and
lease losses during the calendar year-to-date. The provi-
sion for loan and lease losses represents the amount
needed to make the allowance for loan and lease losses
adequate to absorb estimated loan and lease |osses based
upon management’ s evaluation of the bank holding com-
pany’s current loan and lease exposures. The amount
reported must equal Schedule HI, item 4. If an amount is
negative, enclose it in parentheses.

Lineltem 6 Adjustments.

Report the net cumulative effect of al corrections and
adjustments made to the amount originally reported as
the ending balances of the allowance for loan and lease
losses as of the previous calendar year-end.
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Report the net cumulative effect of al changes in the
allowance for loan and lease losses of a bank or other
business acquired in a business combination during the
reporting period. Determine those amountsin accordance
with the Genera Instructions at the beginning of this part.

For bank holding companies with foreign offices, report
any increases or decreases resulting from the translation
into dollars of any portions of the allowance for loan and
lease losses that are denominated in aforeign currency.

Report all other allowable adjustments made during the
reporting period.

If the amount reported in this item is negative, enclose it
in parentheses.

Lineltem 7 Balance at end of current period.

Report the sum of item 1, 2, 5, and 6 less items 3 and 4
(must equal Schedule HC, item 4(c)).

Memoranda

Lineltem M1 Allocated transfer risk reserve
included in Schedule HI-B, part I, item 7.

Report the amount of any allocated transfer risk reserve
related to loans and | eases that the reporting bank holding
company is required to establish and maintain that the
bank holding company has included in the end-of-period
balance of the alowance for loan and lease losses
reported in Schedule HI-B, part Il, item 7, and in
Schedule HC, item 4(c).

Line Iltem M2 Separate valuation allowance for
uncollectibleretail credit card feesand financechar ges.

Thisitemisto be completed by (1) bank holding compa-
nies that, together with affiliated institutions, have out-
standing credit card receivables that exceed $500 million
asof thereport date or (2) bank holding companiesthat on
a consolidated basis are credit card specialty holding
companies.

Outstanding credit card receivables are the sum of:
() Schedule HC-C, item 6(a), column A,
(b) Schedule HC-S item 1, column C; and
(c) Schedule HC-S, item 6(a), column C.

Credit card specialty bank holding companies are defined
as those bank holding companies that on a consolidated
basis exceed 50 percent for the following two criteria:
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(a) the sum of credit card loans (Schedule HC-C,
item 6(a), column A) plus securitized and sold
credit card receivables (Schedule HC-S item 1,
column C) divided by the sum of total loans
(Schedule HC-C, item 12, column A) plus securi-
tized and sold credit card receivables (Schedule
HC-S item 1, column C); and

(b) the sum of total loans (Schedule HC-C, item 12,
column A) plus securitized and sold credit card
receivables (Schedule HC-S, item 1, column C)
divided by the sum of total assets (Schedule HC,
item 12) plus securitized and sold credit card
receivables (Schedule HC-S item 1, column C).

Report the amount of any valuation allowance or contra-
asset account that the bank holding company maintains
separate from the alowance for loan and lease losses to
account for uncollectible fees and finance charges on
credit cards (as defined for Schedule HC-C, item 6(a).
This memorandum item is only applicable to those bank
holding companies that maintain an allowance or contra-
asset account separate from the alowance for loan and
lease losses. Do not include in this item the amount of
any valuation alowance established for impairment in
retained interests in accrued interest receivable related to
securitized credit cards.

Line ltem M3 Amount of allowance for loan and
lease losses attributable to retail credit card fees
and finance charges.

Thisitemisto be completed by (1) bank holding compa-
nies that, together with affiliated institutions, have out-
standing credit card receivables that exceed $500 million
as of the report date or (2) bank holding companies that
on a consolidated basis are credit card specialty holding
companies.

Outstanding credit card receivables are the sum of:
(a) Schedule HC-C, item 6(a), column A;
(b) Schedule HC-S item 1, column C; and
(c) Schedule HC-S, item 6(a), column C.

Credit card specialty bank holding companies are defined
as those bank holding companies that on a consolidated
basis exceed 50 percent for the following two criteria:

(a) the sum of credit card loans (Schedule HC-C,
item 6(a), column A) plus securitized and sold
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credit card receivables (Schedule HC-S, item 1,
column C) divided by the sum of total loans
(Schedule HC-C, item 12, column A) plus securi-
tized and sold credit card receivables (Schedule
HC-S item 1, column C); and

(b) the sum of total loans (Schedule HC-C, item 12,
column A) plus securitized and sold credit card
receivables (Schedule HC-S item 1, column C)
divided by the sum of total assets (Schedule HC,
item 12) plus securitized and sold credit card
receivables (Schedule HC-S, item 1, column C).

Report in this item the amount of the allowance for loan
and lease losses that is attributable to outstanding fees
and finance charges on credit cards (as defined for
Schedule HC-C, item 6(a). This amount is a component
of the amount reported in Schedule HC, item 4(c), and
Schedule HI-B, part I1, item 7. Do not include in thisitem
the amount of any valuation allowance established for
impairment in retained interests in accrued interest
receivable related to securitized credit cards.

Lineltem M4 Amount of allowance for
post-acquisition losses on purchased impaired loans
accounted for in accordance with AICPA Statement
of Position 03-3.

Thisitemisto be completed by all bank holding compa-
nies.

Report in this item the amount of any valuation allow-
ances established after acquisition for decreases in cash
flows expected to be collected on purchased impaired
loans reported as held for investment in Schedule HC,
item 4(b), and accounted for in accordance with AICPA
Statement of Position 03-3. These post-acquisition allow-
ances should be included in the bank holding company’s
allowance for loan and lease losses as reported in Sched-
ule HC, item 4(c), and Schedule HI-B, part Il, item 7.
Under Statement of Position 03-3, if, upon evaluation
subsequent to acquisition, based on current information
and events, it is probable that the bank holding company
is unable to collect all cash flows expected at acquisition
(plus additional cash flows expected to be collected
arising from changes in estimate after acquisition) on a
purchased impaired loan held for investment (and not
accounted for as a debt security), the loan should be
considered impaired for purposes of establishing an
allowance pursuant to FASB Statement No. 5 or No. 114,
as appropriate.
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LINE ITEM INSTRUCTIONS FOR

Notes to the Income Statement
Predecessor Financial ltems

General Instructions

This one-time reporting schedule is event-driven. An
event for reporting the income statement items below is
defined as a business combination that occurred during
the quarter (that is, the BHC consummated a merger or
acquisition within the quarter). Complete this schedule
only if the combined assets of the acquired entity(ies) are
at least equal to $10 hillion or 5 percent of the reporting
bank holding company’s total consolidated assets at the
previous quarter-end, whichever is less.

Report in accordance with these instructions the selected
income statement information for any acquired compa-
ny(ies), the predecessor, as described above. The infor-
mation should be reported year to date of acquisition, that
is, from January 1 of the current year to the last day prior
to the acquisition date.

Only a single schedule should be completed with aggre-
gated information for all entities acquired during the
quarter. The combined assets of these firms should at
least equal $10 hillion or 5 percent of the respondent’s
total consolidated assets at the previous quarter-end,
whichever isless.

The reporting BHC may report the items below, net of
merger-related adjustments, if any.

In the unlikely event that only a portion of a firm was
purchased and actual financial statementsfor the acquired
operations are not readily available, the reporting BHC
may provide estimates in lieu of inaccessible actual data.

If a single transaction business combination occurred
where the acquiree was another BHC that filed the
FR Y-9C in the preceding quarter, and the combination
occurred on the first day of the quarter, that event is
exempt from being reported on this schedule. This
exemption also appliesif all entities acquired on the first
day of the quarter were FR Y-9C filers as of the prior
quarter.

FRY-9C
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The line item instructions should be read in conjunction
with the instructions for Schedule HI, **Consolidated
Report of Income.”

Lineltem 1 Total interest income.

Report the total interest income of the acquired company
for the year to date of acquisition.

Include as interest income:
(1) Interest and fee income on loans,
(2) Income from lease financing receivables,

(3) Interest income on balances due from depository
institutions;

(4) Interest and dividend income on securities;
(5) Interest income from trading assets; and

(6) All other interest income.

Line ltem 1(a) Interest income on loans and

|eases.
Report the amount of interest income on loans and | eases.
Include as interest income on loans and |eases.

(1) All interest, fees, and similar charges levied against
or associated with all assets reportable as loans as
defined in Schedule HC-C, items 1 through 9; and

(2) Income from direct financing and leveraging leases
as defined in Schedule HC-C, item 10.

Line Item 1(b) Interest income on investment

securities.

Report all income on assets that are reportable as securi-
ties as defined in Schedule HC-B.
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Notes to the Income Statement—Predecessor Financial ltems

Include as interest income on investment securities:

(1) Income from U.S. Treasury securities and U.S. gov-
ernment agency obligations;

(2) Income from mortgage-backed securities; and

(3) Income from all other securities.

Lineltem 2 Total interest expense.

Report the total interest expense of the acquired company
for the year to date of acquisition.

Include as interest expense:
(1) Interest on deposits;

(2) Expense on federal funds purchased and securities
sold under agreements to repurchase;

(3) Interest on trading liabilities and other borrowed
money;

(4) Interest on subordinated notes and debentures and on
mandatory convertible securities; and

(5) All other interest expense.

Line Item 2(a) Interest expense on deposits.

Report al interest expense, including amortization of the
cost of merchandise or property offered in lieu of interest
payments, on deposits as defined in Schedule HC, item
13(8)(2) and 13(b)(2).

Include as interest expense on deposits:

(1) Interest on deposits in domestic offices including
interest on time deposits and al other deposits; and

(2) Interest on deposits in foreign offices, Edge and
Agreement subsidiaries, and IBFs.

Lineltem 3 Net interest income.

Report the difference between item 1, “Tota interest
income” and item 2, “Tota interest expense.” If the
amount is negative, enclose it in parentheses.

Lineltem 4 Provision for loan and lease |osses.

Report the amount the acquired company needed to make
the allowance for loan and lease losses, as defined in
Schedule HC, item 4(c), adequate to absorb expected
loan and lease losses, based upon management’ s evalua-
tion of the consolidated bank holding company’s loan
and lease portfolio. Also include in this item any provi-
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sion for allocated transfer risk related to loans and |eases.
Enclose negative amounts in parentheses.

Exclude provision for credit losses on off-balance sheet
credit exposures.

The amount reported here may differ from the bad debt
expense deduction taken for federal income tax purposes.
Lineltem 5 Total noninterest income.

Report the total noninterest income of the acquired
company for the year to date of acquisition.

Include as noninterest income:
(1) Income from fiduciary activities,

(2) Service charges on deposit accounts in domestic
offices;

(3) Trading revenue;

(4) Investment banking, advisory, brokerage and under-
writing fees and commissions,

(5) Venture capital revenue;

(6) Net servicing fees;

(7) Net securitization income;

(8) Insurance commissions and fees,

(9) Net gains (losses) on sales of loans and |eases;

(10) Net gains (losses) on sdles of other real estate
owned;

(11) Net gains (losses) on sales of other assets (exclud-
ing securities); and

(12) Other noninterest income.

Line Item 5(a) Income from fiduciary activities.

Report gross income from services rendered by the trust
departments of the acquired company’s banking subsidi-
aries or by any of the acquired company’s consolidated
subsidiaries acting in any fiduciary capacity. Include
commissions and fees on the sales of annuities by these
entities that were executed in a fiduciary capacity.

Exclude commissions and fees received for the accumu-
lation or disbursement of funds deposited to Individua
Retirement Accounts (IRAs) or Keogh Plan accounts
when they were not handled by the trust departments of
the acquired entity’s subsidiary banks.

FRY-9C
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Notes to the Income Statement—Predecessor Financial ltems

Leave this item blank if the subsidiary banks of the
acquired company had no trust departments and the
acquired company had no consolidated subsidiaries that
rendered services in any fiduciary capacity.

Line Item 5(b) Trading revenue.

Report the net gain or loss from trading cash instruments
and off-balance-sheet derivative contracts (including
commodity contracts) that was recognized during the
year to date of acquisition.

Include as trading revenue:

(1) Revaluation adjustments to the carrying value of
trading assets and liabilities as defined in Schedule
HC, items 5 and 15, resulting from the periodic
marking to market of such assets and liahilities;

(2) Revaluation adjustments from the periodic marking
to market interest rate, foreign exchange, equity
derivative, and commodity and other contracts as
defined in Schedule HC-L, item 12; and

(3) Incidental income and expense related to the pur-
chase and sale of trading assets and liabilities as
defined in Schedule HC, items 5 and 15, and off-
bal ance-sheet derivative contracts as defined in Sched-
ule HC-L, item 12.

If the amount to be reported in this item is a net loss,
enclose it in parentheses.

Line Item 5(c) Investment banking, advisory,
brokerage and underwriting fees and commissions.

Report fees and commissions from underwriting (or
participating in the underwriting of) securities, invest-
ment advisory and management services, merger and
acquisition services, and other related consulting fees.
Include fees and commissions from securities brokerage
activities, from the sale and servicing of mutual funds,
from the sale of annuities to the acquired company’s
customers by securities brokerage firms, from the pur-
chase and sale of securities and money market instru-
ments where the acquired company was acting as agent
for other banking institutions or customers and from the
lending of securities owned by the predecessor company
or its customers (if these fees and commissions are not
included in Notes to the Income Statement - Predecessor
Financia Items, item 5(a), ** Income from fiduciary activi-
ties,” or item 5(b), * Trading revenue’™).

FRY-9C

Notes to the Income Statement—~Predecessor Financia Items March 2007

Also include the acquired company’ s proportionate share
of the income or loss before extraordinary items and
other adjustments from its investment in:

(1) Unconsolidated subsidiaries,
(2) Associated companies, and

(3) Corporate joint ventures, unincorporated joint ven-
tures, general partnerships, and limited partnerships
over which the acquired company exercised signifi-
cant influence that were principally engaged in
investment banking, advisory, brokerage or securities
underwriting activities.

Line Item 5(d) Venture capital revenue.

Report as venture capital revenue market value adjust-
ments, interest, dividends, gains, and losses (including
impairment losses) on venture capital investments (loans
and securities).

Also include the acquired company’ s proportionate share
of the income or loss before extraordinary items and
other adjustments from its investment in:

(1) Unconsolidated subsidiaries,
(2) Associated companies, and

(3) Corporate joint ventures, unincorporated joint ven-
tures, general partnerships, and limited partnerships
over which the acquired company exercised signifi-
cant influence that were principally engaged in ven-
ture capital activities.

In general, venture capital activities involve the provid-
ing of funds, whether in the form of loans or equity, and
technical and management assistance, when needed and
reguested, to start-up or high-risk companies specializing
in new technologies, ideas, products, or processes. The
primary objective of these investments is capital growth.

Line Item 5(e) Net securitization income.

Report net gains (losses) on assets sold in securitization
transactions, (i.e., net of transaction costs). Include fees
(other than servicing fees) earned from the acquired
company’s securitization transactions and unrealized
losses (and recoveries or unrealized losses) on loans and
leases held for sale in securitization transactions. Exclude
income from servicing securitized assets and seller's
interests and residua interests retained by the acquired
company.
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Line Item 5(f) Insurance commissions and fees.

Report the amount of premiums earned by bank holding
company subsidiaries engaged in insurance underwriting
and reinsurance activities, and income from insurance
product sales and referrals, as defined in Schedule HI,
items 5(d)(4) and 5(d)(5).

Lineltem 6 Realized gains (losses) on
held-to-maturity and available-for-sale securities.

Report the net gain or loss realized during the year to date
of acquisition from the sale, exchange, redemption, or
retirement of all securities as defined in Schedule HC,
items 2(a) and 2(b). The redized gain or loss is the
difference between the sales price (excluding interest at
the coupon rate accrued since the last interest payment
date, if any) and the amortized cost. Also include in this
item the write-downs of the cost basis of individua
held-to-maturity or available-for-sale securities for other-
than-temporary impairments. If the amount to be reported
in thisitem isanet loss, enclose it in parentheses.

Do not adjust for applicable income taxes (income taxes
applicable to gains (losses) on held-to-maturity or
available-for-sale securities are to be reported in item 9,
“Applicable income taxes (on item 8),” below).

Exclude from this item:

(1) Net gains (losses) from the sale of detached securities
coupons and the sale of ex-coupon securities (report
in item 5, “Total noninterest income,”” or item 7,
“Total noninterest expense,”’ as appropriate); and

(2) The change in net unrealized holding gains (losses)
on available-for-sale securities during the year to
date of acquisition.

Lineltem 7 Total noninterest expense.

Report the total noninterest expense of the acquired
company for the year to date of acquisition.

Include as noninterest expense:

(1) Saaries and employee benefits;

(2) Expenses of premises and fixed assets;
(3) Goodwill impairment |osses;

(4) Amortization expense and impairment losses for
other intangible assets; and

(5) Other noninterest expense.
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Lineltem 7(a) Salaries and employee benéfits.

Report salaries and benefits of al officers and employees
of the acquired company and its consolidated subsidiaries
including guards and contracted guards, temporary office
help, dining room and cafeteria employees, and building
department officers and employees (including mainte-
nance personnel).

Include as salaries and employee benefits:

(1) Gross salaries, wages, overtime, bonuses, incentive
compensation, and extra compensation;

(2) Social security taxes and state and federal unemploy-
ment taxes paid by the consolidated acquired com-

pany;

(3) Contributions to the consolidated acquired compa-
ny's retirement plan, pension fund, profit-sharing
plan, employee stock ownership plan, employee
stock purchase plan, and employee savings plan;

(4) Premiums (net of dividends received) on health and
accident, hospitalization, dental, disability, and life
insurance policies for which the consolidated ac-
quired company was not the beneficiary;

(5) Cost of office temporaries whether hired directly by
the acquired company or its consolidated subsidiaries
or through an outside agency;

(6) Worker's compensation insurance premiums;

(7) The net cost to the acquired company or its consoli-
dated subsidiaries for employee dining rooms, restau-
rants, and cafeterias,

(8) Accrued vacation pay earned by employees during
the year to date of acquisition; and

(9) The cost of medical or health services, relocation
programs and reimbursement programs, and other
so-called fringe benefits for officers and employees.

Line Item 7(b) Goodwill impairment losses.

Report any impairment losses recognized during the year
to date of acquisition on goodwill (as defined for Sched-
ule HC, item 10(a)). See Schedule HI, item 7(c)(1) for
further guidance.

Line Item 8 Income (loss) before income taxes,
extraordinary items, and other adjustments.

Report the consolidated acquired company’ s pretax oper-
ating income. This amount will generally be determined
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by taking item 1, minus the sum of item 2 and item 4,
plus item 5, plus or minus item 6, minus item 7. If the
result is negative, enclose it in parentheses.

Lineltem 9 Applicable income taxes.

Report the total estimated federal, state and local, and
foreign income tax expense applicable to item 8, “In-
come (loss) before income taxes, extraordinary items,
and other adjustments,” including the tax effects of gains
(losses) on securities not held in trading accounts (i.e.,
held-to-maturity and available-for-sale securities). In-
clude both the current and deferred portions of these
incometaxes. If the amount is atax benefit rather than tax
expense, enclose it in parentheses.

Include as applicable income taxes all taxes based on a
net amount of taxable revenues less deductible expenses.
Exclude from applicable income taxes al taxes based on
Qross revenues or gross receipts.

Include income tax effects of changesin tax laws or rates.
Also include the effect of changes in the vauation
allowance related to deferred tax assets resulting from a
change in estimate of the realizability of deferred tax
assets, excluding the effect of any valuation allowance
changes related to unrealized holding gains (losses) on
available-for-sale securities that are charged or credited
directly to the separate component of equity capital for
“Accumulated other comprehensive income.”

Include tax benefits from operating loss carrybacks real -
ized during the reporting period up to acquisition date. If
the consolidated acquired company had realized tax
benefits from operating loss carryforwards during this
period, do not net the dollar amount of these benefits
against the income taxes which would be applicable to
item 8. Report the dollar amount of income taxes appli-
cable to item 8 in this item and report the realized tax
benefits of operating loss carryforwards grossin item 11,
“ Extraordinary items, net of applicable income taxes and
minority interest.”

Also include the dollar amount of any material adjust-
ments or settlements reached with a taxing authority
(whether negotiated or adjudicated) relating to disputed
income taxes of prior years (report in noninterest income
or noninterest expense, as appropriate).

Exclude the estimated federal, state and local, and for-
eign income taxes applicable to:
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(1) Item 11, “Extraordinary items, net of applicable
income taxes and minority interest”;

(2) Any restatements due to corrections of materia
accounting errors and changes in accounting prin-
ciples; and

(3) Other comprehensive income.

Line ltem 10 Minority interest.

Report the minority interest in the net income or loss of
the acquired company’s consolidated subsidiaries.

Line ltem 11 Extraordinary items, net of
applicable income taxes and minority interest.

Report the total of the transactions listed below, if any,
net of any applicable income taxes (including federal,
state and local, and foreign taxes). If the amount reported
in thisitem is anet loss, enclose it in parentheses.

Include as extraordinary items and other adjustments:

(1) The material effects of any extraordinary items.
Extraordinary items are very rare and the criteria
which must be satisfied in order for an event or
transaction to be reported as an extraordinary item
are discussed in the Glossary entry for “*extraordi-
nary items.”

(2) Material aggregate gains on troubled debt restructur-
ings of the consolidated acquired company’s own
debt, as determined in accordance with the provi-
sions of FASB Statement No. 15.

(3) The cumulative effect of all changes in accounting
principles except those required to be reported in
restatements due to corrections of material account-
ing errors and changes in accounting principles.
Refer to the Glossary entry for ** accounting changes”
for further discussion of changes in accounting
principles.

(4) The results of discontinued operations as determined
in accordance with the provisions of FASB Statement
No. 144.

Exclude from extraordinary items and other adjustments:
(1) Net gains or losses on sales or other disposals of:

(a) All assets reportable asloans and leasesin Sched-
ule HC-C;

(b) Premises and fixed assets,
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(c) Other real estate owned;

(d) Personal property acquired for debts previously
contracted (such as automobiles, boats, equip-
ment and appliances);

(e) Coins, art, and other similar assets; and

(f) Branches (i.e., where the consolidated acquired
company sold abranch’ s assetsto another deposi-
tory institution which assumes the deposit liabili-
ties of the branch).

Report these items in noninterest income or noninterest
expense, as appropriate, above.

(2) Write-downs of the cost basis of individua held-to-
maturity and available-for-sale securities for other
than temporary impairments (report in item 6).

Lineltem 12 Net income (l0ss).

Report the difference between item 8 and the sum of item
9, item 10, and item 11. If the amount is negative, enclose
it in parentheses.

Line Item 13 Cash dividends declared.

Report all cash dividends declared on common and
preferred stock (including limited-life preferred stock)
during the year to date of acquisition, including divi-
dends not payable until after the acquisition date.

Do not include dividends declared during the previous
calendar year but paid in the current period.

For further information on cash dividends, refer to the
Glossary entry for “dividends.”

Line ltem 14 Net charge-offs.

Report in this item the difference between gross charge-
offs (loans and leases charged by the acquired company
against the allowance) and recoveries (amounts credited
to the alowance for recoveries on loans and leases
previously charged against the allowance) from January
1 to the last business day prior to the date of the BHC's
merger with the acquired entity. Include in charged off
loans and |eases write-downs to fair value on loans and
leases transferred to the held-for-sale account during the
year to date of acquisition that occurred when (1) the
acquired company decided to sell loans that were not
originated or otherwise acquired with the intent to sell
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and (2) the fair value of those loans had declined for any
reason other than a change in the general market level of
interest or foreign exchange rates.

Lineltem 15 Net interest income (item 3 above)
on a fully taxable equivalent basis.

Report net interest income (Notes to the Income State-
ment - Predecessor Financial ltems, item 3, *‘ Net interest
income,” above) on afully taxable equivalent basis. The
amount reported in this item should reflect what net
interest income of the acquired company would have
been if al its interest income were subject to federal and
state income taxes.

The following accounts, on which the interest income is
fully or partially tax-exempt, should be adjusted to a
"taxable equivalent" basis in order that the acquired
company’s interest income can be computed on a fully
taxable equivalent basis:

(1) Interest income on tax-exempt obligations (other
than securities) of states and political subdivisionsin
the U.S. (included in Notes to the Income Statement -
Predecessor Financia Items, item 1(a), “Interest
income on loans and leases’);

(2) Income on lease financing receivables that is tax-
exempt (included in Notes to the Income Statement -
Predecessor Financia Items, item 1(a), “‘Interest
income on loans and leases’);

(3) Income on tax-exempt securities issued by states and
political subdivisions in the U.S. (included in Notes
to the Income Statement - Predecessor Financial
Items, item 1(b), "Interest income on investment
securities"); and

(4) Any other interest income (such as interest income
earned on loans to an Employee Stock Ownership
Plan), which under state or federal lawsis partially or
in its entirety exempt from income taxes.

The changes to the 1986 Tax Reform Act must be taken
into consideration when computing net interest income
on a fully taxable equivalent basis. The 1986 Act, in
general, disallowed 100% of the interest expense allo-
cable to tax-exempt obligations acquired after August 7,
1986. Previous to that date, and after December 31, 1982,
the disallowance percentage was 20%; previousto Decem-
ber 31, 1982, the disallowance was 0%.
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LINE ITEM INSTRUCTIONS FOR

Notes to the Income Statement
Other

This section has been provided to allow bank holding companies that so wish
to explain the content of specific items in the income statement. The reporting
bank holding company should include any transactions reported on Sched-
ules HI through HI-B that it wishes to explain or that have been separately
disclosed in the bank holding company’s quarterly reports to its shareholders,
in its press releases, or on its quarterly reports to the Securities and Exchange
Commission (SEC).

Exclude, however, any transactions that have been separately disclosed under
the reporting requirements specified in Memoranda items 6 through 8 to
Schedule HI, the Consolidated Income Statement.

Also include any transactions which previously would have appeared as
footnotes to Schedules HI through HI-B.

Report in the space provided the schedule and line item for which the holding
company is specifying additional information, a description of the transaction
and, in the column provided, the dollar amount associated with the transaction
being disclosed.
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LINE ITEM INSTRUCTIONS FOR

Consolidated Balance Sheet
for Bank Holding Companies

Schedule HC

The line item instructions should be read in conjunction with the Glossary and other
sections of these instructions. See the discussion of the Organization of the Instruction

Book in the General Instructions.

Assets

Lineltem 1 Cash and balances due from
depository institutions.

Report in item 1(a) noninterest-bearing balances due
from depository institutions and currency and coin and in
item 1(b) interest-bearing balances due from depository
institutions.

Depository ingtitutions cover the following
(1) Depository ingtitutions in the U.S,, i.e,,

(@ U.S. branches and agencies of foreign banks
(refer to the Glossary entry for *banks, U.S. and
foreign” for the definition of this term);

(b) U.S. branches of U.S. banks (refer to the Glossary
entry for *‘banks, U.S. and foreign™);

(c) savings or building and loan associations, home-
stead associations, and cooperative banks;

(d) mutual and stock savings banks; and
(e) credit unions.
(2) Banksin foreign countries, i.e.,

(a) foreign-domiciled branches of other U.S. banks;
and

(b) foreign-domiciled branches of foreign banks.

See the Glossary entry for ** banks, U.S. and foreign”
for a description of banks in foreign countries.

(3) Foreign central banks, i.e.,
(a) foreign central banks in foreign countries;

(b) departments of foreign central governments that
have, as an important part of their functions,
activities similar to those of a central bank;
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(c) nationalized banksand banking institutions owned
by central governments that have, as an impor-
tant part of their functions, activities similar to
those of a central bank; and

(d) the Bank for International Settlements (BIS).

Balances due from such institutions cover al interest-
bearing and noninterest-bearing balances whether in the
form of demand, savings, or time balances, including
certificates of deposit, but excluding any balances held
in the consolidated bank holding company’s trading
accounts. Balances with foreign central banks should
include all balances with such entities, including reserve,
operating, and investment balances. Balances should
include ““placements and redeposits’ between foreign
offices of the banking subsidiaries of the reporting bank
holding company and foreign offices of other banks.

Treatment of reciprocal balances with depository institu-
tions. Reciprocal balances arise when two depository
institutions maintain balances with each other, i.e., each
institution has both a**duefrom” and a‘*dueto” balance
with the other ingtitution. For purposes of reporting on
this schedule and on Schedule HC-E, Deposit Liabilities,
reciprocal balances should be reported in accordance
with generally accepted accounting principles.

For purposes of these reports, deposit accounts ‘““due
from” other depository institutions that are overdrawn
areto bereported as borrowingsin Schedule HC, item 16.
For further information, refer to the Glossary entry for
“overdraft.’

Exclude from items 1(a) and 1(b) the following

(1) All intracompany transactions, i.e., al transactions
between any offices of the consolidated bank holding
company.

(2) Claims on banks or other depository institutions held
in the consolidated bank holding company’s trading
accounts.
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(3) Deposit accounts “due to” other depository institu-
tions that are overdrawn (report in Schedule HC-C,
item 2, “‘Loans to depository institutions and accep-
tances of other banks).

(4) Loans to depository ingtitutions (report in Sched-
ule HC-C, item 2).

(5) Unavailable balances due from closed or liquidating
banks or other depository institutions (report in
Schedule HC, item 11, ** Other assets”).

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

Report the total of all noninterest-bearing balances due
from depository ingtitutions, currency and coin, cash
items in process of collection, and unposted debits.

For purposes of this report, the consolidated bank hold-
ing company’s overdrafts on deposit accounts it holds
with other depository ingtitutions that are not consoli-
dated on the reporting bank holding company’s FR Y-9C
(i.e, its “due from” accounts) are to be reported as
borrowings in Schedule HC, item 16, except overdrafts
arising in connection with checks or drafts drawn by
subsidiary depository institutions of the reporting bank
holding company and drawn on, or payable at or through,
another depository ingtitution 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 draftsis remitted to the other
depository institution (in which case, report the funds
received or held in connection with such checks or
drafts as deposits in Schedule HC-E until the funds are
remitted).

Noninterest-bearing balances include the following

(1) Cash items in process of collection. Cash items in
process of collection include the following:

(a) Checks or drafts in process of collection that are
drawn on another depository institution (or on
a Federal Reserve Bank) and that are payable
immediately upon presentation in the country
where the reporting bank holding company’s
office that is clearing or collecting the check or
draft is located. This includes checks or drafts
drawn on other institutions that have aready
been forwarded for collection but for which the
reporting bank has not yet been given credit
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(*cash letters’) and checks or drafts on hand that
will be presented for payment or forwarded for
collection on the following business day.

(b) Government checks drawn on the Treasurer of
the United States or any other government agency
that are payable immediately upon presentation
and that are in process of collection.

(c) Such other items in process of collection that are
payable immediately upon presentation and that
are customarily cleared or collected as cash items
by depository institutions in the country where
the reporting bank holding company’s office
whichisclearing or collecting theitem islocated.

(2) Unposted debits, which are cash itemsin asubsidiary
depository institution’s possession, drawn on itself,
that are immediately chargeable, but that have not
been charged to the general ledger deposit control
account at the close of business on the report date.

(3) Noninterest-bearing balances with depository institu-
tions, i.e., whether in the form of demand, time, or
savings balances, provided that the accounts pay no
interest.

(4) Balances due from Federal Reserve Banks as shown
by the subsidiary depository institutions on its books.
This amount includes reserves and other balances.

(5) Currency and coin. Include both U.S. and foreign
currency and coin owned and held in all offices of the
consolidated bank holding company; currency and
coin in transit to a Federal Reserve Bank or to any
other depository institution for which the reporting
bank holding company’s subsidiaries have not yet
received credit; and currency and coin in transit from
a Federa Reserve Bank or from any other depository
institution for which the accounts of the subsidiaries
of the reporting bank holding company have aready
been charged. Foreign currency and coin should be
converted into U.S. dollar equivalents as of the report
date.

Exclude from this item the following

(1) Credit or debit card sales dlips in process of col-
lection (report as noncash items in Schedule HC,
item 11, “ Other assets’). However, when the report-
ing bank holding company or its consolidated subsid-
iaries have been notified that they have been given
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credit, the amount of such sales dips should be
reported in this item.

(2) Cash items not conforming to the definition of in
process of collection, whether or not cleared through
Federal Reserve Banks (report in Schedule HC,
item 11, ““ Other assets”’).

(3) Commaodity or bill-of-lading drafts (including arrival
drafts) not yet payable (because the merchandise
against which the draft was drawn has not yet
arrived), whether or not deposit credit has been
given. (If deposit credit has been given, report as
loans in the appropriate item of Schedule HC-C; if
the drafts were received on a collection basis, they
should be excluded entirely from the consolidated
bank holding company’ s balance sheet, Schedule HC,
until the funds have actually been collected.)

Line Item 1(b)

Report the total of al interest-bearing balances due from
depository institutions and foreign central banks that are
held in offices of the bank holding company or its
consolidated subsidiaries.

I nterest-bearing balances.

Line Item 1(b)(1)

Report the total of al interest-bearing balances due from
depository institutions and foreign central banks that are
held in offices of the bank holding company or its
consolidated subsidiaries located in the fifty states of the
United States and the District of Columbia. NOTE: This
item should include balances due from unaffiliated U.S.
and foreign banks and central banks wherever those
institutions are located, provided that such balances are
booked as assets in domestic offices of the bank holding
company or of its consolidated subsidiaries.

In U.S. offices.

Exclude balances held in Edge and Agreement subsidi-
aries or in internationa banking facilities (IBFs) of the
reporting bank holding company, which are considered
foreign offices of the bank holding company for purposes
of this report. Such balances are to be reported in
item 1(b)(2) below.

Line Item 1(b)(2) In foreign offices, Edge and
Agreement subsidiaries, and | BFs.

This item is to be reported only by bank holding com-
panies that have foreign offices or Edge or Agreement
subsidiaries or whose consolidated subsidiaries have
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foreign offices, Edge or Agreement subsidiaries, or Inter-
national Banking Facilities.

Report the total of al interest-bearing balances due from
depository institutions, wherever located, provided that
the reporting bank holding company or its consolidated
subsidiaries book such balances as assets of offices that
are located outside the fifty states of the United States
and the District of Columbia. Also report all interest-
bearing balances held in International Banking Facili-
ties (IBFs) and in Edge and Agreement corporations of
the reporting bank holding company or its consolidated
subsidiaries.

Lineltem 2 Securities.

Line Item 2(a) Held-to-maturity securities.

Report the amount from Schedule HC-B, item 8, col-
umn A, “Total amortized cost.”

Line Item 2(b) Available-for-sale securities.

Report the amount from Schedule HC-B, item 8, col-
umn D, “Tota fair value.”

Lineltem 3 Federal funds sold and securities
purchased under agreementsto resell.

Line Item 3(a) Federal funds sold in domestic
offices.

Report the outstanding amount of federal funds sold,
i.e.,, immediately available fundslent (in domestic offices)
under agreements or contracts that have an original
maturity of one business day or roll over under a
continuing contract, excluding such funds lent in the
form of securities purchased under agreements to resell
(which should be reported in Schedule HC, item 3(b))
and overnight lending for commercia and industria
purposes (which generally should be reported in Sched-
ule HC, item 4(b)). Transactions that are to be reported as
federal funds sold may be secured or unsecured or may
involve an agreement to resell loans or other instruments
that are not securities.

Immediately available funds are funds that the purchas-
ing bank holding company can either use or dispose of on
the same business day that the transaction giving rise to
the receipt or disposal of the funds is executed. A
continuing contract, regardless of the terminology used,
is an agreement that remains in effect for more than one
business day, but has no specified maturity and does not

HC-3



Schedule HC

require advance notice of the lender or the borrower to
terminate.

Report federa funds sold on agross basis, i.e., do not net
them against federa funds purchased, except to the
extent permitted under FASB Interpretation No. 39.

Also exclude from federal funds sold

(1) Salesof so-called ““term federal funds” (asdefined in
the Glossary entry for *‘federal funds transactions’)
(report in Schedule HC, item 4(b), “Loans and
leases, net of unearned income™).

(2) Securities resale agreements that have an original
maturity of one business day or roll over under a
continuing contract, if the agreement requires the
bank holding company to resell the identical security
purchased or a security that meets the definition of
substantially the same in the case of a dollar roll
(report in Schedule HC, item 3(b), ** Securities pur-
chased under agreements to resell’”).

(3) Deposit balances due from a Federal Home Loan
Bank (report as balances due from depository insti-
tutions in Schedule HC, item 1(a) or 1(b), as
appropriate).

(4) Lending transactions in foreign offices involving
immediately available funds with an original matu-
rity of one business day or under a continuing
contract that are not securities resale agreements
(report in Schedule RC, item 4(b), “Loans and
leases, net of unearned income’).

For further information, see the Glossary entry for *‘fed-
eral funds transactions.”

Line Item 3(b) Securities purchased under
agreements to resell.

Report the outstanding amount of

(1) Securities resale agreements, regardless of maturity,
if the agreement requires the bank holding company
to resell the identical security purchased or a security
that meets the definition of substantially the same in
the case of adollar roll.

(2) Purchases of participations in pools of securities,
regardless of maturity.

Report securities purchased under agreementsto resell on
agross basis, i.e., do not net them against securities sold
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under agreements to repurchase, except to the extent
permitted under FASB Interpretation No. 41.

Exclude from this item

(1) Resale agreements involving assets other than secu-
rities (report in Schedule HC, item 3(a), ‘‘ Federa
funds sold,” or item 4(b), “‘Loans and leases, net of
unearned income,” as appropriate, depending on the
maturity and office location of the transaction).

(2) Due bills representing purchases of securities or
other assets by the reporting bank holding company
that have not yet been delivered and similar instru-
ments, whether collateralized or uncollateralized
(report in Schedule HC, item 4(b)). See the Glossary
entry for “due hills.”

(3) So-called yield maintenance dollar repurchase agree-
ments (see the Glossary entry for * repurchase/resale
agreements”).

For further information, see the Glossary entry for
“repurchase/resale agreements.”

Lineltem 4 Loans and lease financing receivables.

Report in the appropriate subitem loans and leases held
for sale and loans and leases that the reporting bank
holding company has the intent and ability to hold for the
foreseeable future or until maturity or payoff, i.e., held
for investment.

Line Item 4(a) Loans and leases held for sale.

Report the amount of loans and leases held for sale at the
lower of cost or fair value. The amount by which cost
exceeds fair value, if any, shall be accounted for as a
valuation allowance. Therefore, no alowance for loan
and lease losses should be established for loans and
leases held for sale. These loans and leases are included
by loan category in Schedule HC-C.

Line Item 4(b) Loans and leases, net of unear ned
income.

Report the amount of loans and leases that the reporting
bank holding company has the intent and ability to hold
for the foreseeabl e future or until maturity or payoff, i.e.,
held for investment.

This item must equal Schedule HC-C item 12, col-
umn A, excluding the amount of loans and leases held for
sale, which should be reported separately in item 4(a)
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above. Loans and leases reported in line item 4(b) should
be net of unearned income.

Line Item 4(c) LESS: Allowance for loan and lease
losses.

Report the allowance for loan and lease losses as deter-
mined in accordance with generally accepted accounting
principles (GAAP) (and described in the Glossary entry
for **allowance for loan and lease losses’). Also include
in this item any allocated transfer risk reserve related to
loans and leases held for investment that the reporting
bank holding company is required to establish and main-
tain as specified in Section 905(a) of the International
Lending Supervision Act of 1983, in the agency regula-
tions implementing the Act (Subpart D of Federal
Reserve Regulation K), and in any guidelines, or instruc-
tionsissued by the Federal Reserve. Thisitem must equal
Schedule HI-B, part I1, item 7.

Line Item 4(d) Loansand leases, net of unearned
income and allowance for loan and lease |osses.

Report the amount derived by subtracting item 4(c) from
item 4(b).

Lineltem 5 Trading assets.

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

Do not include in this item the carrying value of any
available-for-sale securities or of any loans or leases
that are held for sale. Available-for-sale securities are
reported in Schedule HC, item 2(b) and in Sched-
ule HC-B, columns C and D. Loans and leases held for
sale should be reported in Schedule HC, item 4(a),
*“Loans and leases held for sale,” and in Schedule HC-C.

Trading assets include but are not limited to U.S. Trea
sury securities, U.S. Government agency obligations,
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securities issued by states and political subdivisions in
the U.S,, other bonds, notes, and debentures, certificates
of deposit, commercia paper, and bankers acceptances.
Trading assets aso include the amount of revaluation
gans (i.e., assets) from the “marking to market” of
interest rate, foreign exchange rate, commodity, equity,
and credit derivative contracts held for trading purposes.
Revaluation gains and losses (i.e., assets and liabilities)
from the “marking to market” of the reporting bank
holding company’s interest rate, foreign exchange rate,
and other commodity and equity derivative contracts
with the same counterparty that meet the criteria for a
valid right of setoff contained in FASB Interpretation
No. 39 (eg., those contracts subject to a qualifying
master netting agreement) may be reported on a net basis
using this item and Schedule HC, item 15, “Trading
liabilities,” as appropriate. (See the Glossary entry for
“offsetting.””)

For those bank holding companies that must complete
Schedule HC-D, this item must equal Schedule HC-D,
item 12, “ Total trading assets.”

Lineltem 6 Premises and fixed assets.

Report the book value, less accumulated depreciation or
amortization, of all premises, equipment, furniture, and
fixtures purchased directly or acquired by means of
a capital lease. The method of depreciation or amortiza-
tion should conform to generally accepted accounting
principles.

Do not deduct mortgages or other liens on such property
(report in Schedule HC, item 16, ‘‘Other borrowed
money’’).

Include the following as premises and fixed assets

(1) Premisesthat are actually owned and occupied (or to
be occupied, if under construction) by the bank
holding company, its consolidated subsidiaries, or
their branches.

(2) Leasehold improvements, vaults, and fixed machin-
ery and equipment.

(3) Remodeling costs to existing premises.

(4) Red estate acquired and intended to be used for
future expansion.

(5) Parking lotsthat are used by customers or employees
of the bank holding company, its consolidated subsid-
iaries, and their branches.
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(6) Furniture, fixtures, and movable equipment of the
bank holding company, its consolidated subsidiaries,
and their branches.

(7) Automohiles, airplanes, and other vehicles owned by
the bank holding company or its consolidated subsid-
iaries and used in the conduct of its business.

(8) The amount of capital lease property (with the bank
holding company or its consolidated subsidiaries as
lessee)—premises, furniture, fixtures, and equip-
ment. See the discussion of accounting with bank
holding company as lessee in the Glossary entry for
“‘lease accounting.”’

(9) Stocks and bonds issued by nonmajority-owned cor-
porations whose principal activity isthe ownership of
land, buildings, equipment, furniture, or fixtures
occupied or used (or to be occupied or used) by the
bank holding company, its consolidated subsidiaries,
or their branches.

Property formerly but no longer used for banking or
nonbanking activities may be reported in this item as
“Premises and fixed assets’ or in item 7, ** Other rea
estate owned.”

Exclude from premises and fixed assets

(1) Original paintings, antiques, and similar valuable
objects (report in item 11, ““ Other assets’);

(2) Favorable leasehold rights (report in item 10(b),
““Other intangible assets’); and

(3) Loans and advances, whether secured or unsecured,
to individuals, partnerships, and nonmajority-owned
corporations for the purpose of purchasing or holding
land, buildings, or fixtures occupied or used (or to be
occupied or used) by the bank holding company, its
consolidated subsidiaries, or their branches (report in
item 4(b) “Loans and leases, net of unearned
income”).

Lineltem 7 Other real estate owned.

Report the total amount of other real estate owned from
Schedule HC-M, item 13(c). For further information on
other real estate owned, see the instructions to Sched-
ule HC-M, item 13, and the Glossary entry for “‘fore-
closed assets.”

Lineltem 8 Investmentsin unconsolidated
subsidiaries and associated companies.

Report the amount of the bank holding company’ sinvest-
ments in the stock of al subsidiaries that have not been
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consolidated, associated companies, and those corporate
joint ventures over which the reporting bank holding
company exercises significant influence (collectively
referred to as “‘investees’). Special purpose entities
issuing trust preferred securities that a bank holding
company deconsolidates under GAAP generaly are con-
sidered unconsolidated subsidiaries for regulatory report-
ing and other regulatory purposes. Include such invest-
ments in unconsolidated special purpose entities that
issue trust preferred securities. Also include loans and
advances to investees and holdings of their bonds, notes,
and debentures.

Investments in the common stock of investees shall be
reported using the equity method of accounting in accor-
dance with GAAP. Under the equity method, the carrying
value of the bank holding company’s investment in the
common stock of an investee is originaly recorded at
cost but is adjusted periodicaly to record as income
the bank holding company’s proportionate share of the
investee’ s earnings or losses and decreased by the amount
of any cash dividends received from the investee and
amortization of goodwill.

Unconsolidated subsidiaries include al subsidiaries of
the reporting bank holding company that are 50 percent
or less owned (i.e., less than majority-owned) by the
reporting bank holding company or, for some reason
under GAAP, are not consolidated on the reporting bank
holding company’s consolidated financial statements.
Refer to the General Instructions section of this book for
amore detailed discussion of consolidation. See aso the
Glossary entry for “subsidiaries” for definitions of sub-
sidiary, associated companies, and joint ventures.

Lineltem 9 Not applicable.

Line Item 10 Intangible assets.

Report in the appropriate subitem the amount of intan-
gible assets. Such intangibles may arise from the
following:

(1) business combinations accounted for under the pur-
chase method in accordance with generally accepted
accounting principles, and

(2) acquisitions of portions or segments of another insti-
tution’s business, such as branch offices, mortgage
servicing portfolios, and credit card portfolios.

Line Item 10(a) Goodwill.

Report the carrying amount of goodwill. Goodwill repre-
sents the excess of the cost of a company over the sum of
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the fair values of the tangible assets and identifiable
intangible assets acquired less the fair value of liabilities
assumed in a business combination accounted for as a
purchase.

Goodwill should not be amortized, but must be tested for
impairment as described in the instructions to Schedule
HI, item 7(c)(1), “Goodwill impairment losses.” How-
ever, until interpretive guidance concerning the applica-
tion of the purchase method of accounting for business
combinations between two or more mutual ingtitutions is
issued by the FASB and takes effect, goodwill acquired
in acombination between two or more mutual enterprises
must continue to be amortized over its estimated useful
life, generaly not to exceed 25 years, and tested for
impairment in accordance with APB Opinion No. 17.

Exclude unidentifiable intangible assets recorded in
accordance with FASB Statement No. 72 (report such
intangible assets in Schedule HC, item 10(b), ** Other
intangible assets.”)

Line Item 10(b) Other intangible assets.

Report the total amount of other intangible assets from
Schedule HC-M, line item 12(d). For further information
on other intangible assets, see the instructions to Sched-
ule HC-M, line items 12(a) through 12(c).

Lineltem 11 Other assets.

Report the total amount of other assets from Sched-
ule HC-F, line item 7. For further information, see the
instructions for Schedule HC-F, line items 1 through 6.

Line ltem 12 Total assets.

Report the sum of items 1 through 11. This item must
equal item 29, “Tota liabilities, minority interest, and
equity capital.”

Liabilities
Lineltem 13 Deposits.
(For a discussion of noninterest-bearing and interest-

bearing deposits, see the Glossary entry for *“ deposits.””)

Line Item 13(a) In domestic offices.

Report the total of al deposits that are booked at
domestic offices of depository institutions that are con-
solidated subsidiaries of the reporting bank holding com-
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pany. This item must equal the sum of Schedule HC-E,
items 1(a) through 1(e) and 2(a) through 2(e).

Line Item 13(a)(1) Noninterest-bearing.

Report the total of all noninterest-bearing deposits in
domestic offices of depository institutions that are con-
solidated subsidiaries of the reporting bank holding com-
pany included in Schedule HC-E, Deposit Liabilities.

Line Item 13(a)(2)

Report the total of al interest-bearing deposits in domes-
tic offices of depository ingtitutions that are consolidated
subsidiaries of the reporting bank holding company
included in Schedule HC-E, Deposit Liabilities.

Interest-bearing.

Line Item 13(b) In foreign offices, Edge and
Agreement subsidiaries, and | BFs.

NOTE: Thisitem is to be reported only by bank holding
companies that have foreign offices or Edge or Agree-
ment subsidiaries or whose consolidated subsidiaries
have foreign offices, Edge or Agreement subsidiaries, or
International Banking Facilities.

Report the total of al deposits booked at foreign offices
of depository institutions that are consolidated subsidi-
aries of the reporting bank holding company, their Edge
and Agreement subsidiaries, and their IBFs.

Line Item 13(b)(1) Noninterest-bearing.

Report the total of all noninterest-bearing deposits in
foreign offices of depository institutions that are con-
solidated subsidiaries of the reporting bank holding
company.

Line Item 13(b)(2)

Report the total of all interest-bearing depositsin foreign
offices of depository ingtitutions that are consolidated
subsidiaries of the reporting bank holding company.

I nterest-bearing.

Line ltem 14 Federal funds purchased and
securities sold under agreements to repurchase.

Line Item 14(a) Federal funds purchased in
domestic offices.

Report the outstanding amount of federal funds pur-
chased, i.e., immediately available funds borrowed (in
domestic offices) under agreements or contracts that have
an original maturity of one business day or roll over
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under a continuing contract, excluding such funds bor-
rowed in the form of securities sold under agreements to
repurchase (which should be reported in Schedule HC,
item 14(b)) and Federal Home Loan Bank advances
(which should be reported in Schedule HC, item 16).
Transactions that are to be reported as federal funds
purchased may be secured or unsecured or may involve
an agreement to repurchase loans or other instruments
that are not securities.

Immediately available funds are funds that the purchas-
ing institution can either use or dispose of on the same
business day that the transaction giving rise to the receipt
or disposal of the funds is executed. A continuing
contract, regardless of the terminology used, is an agree-
ment that remains in effect for more than one business
day, but has no specified maturity and does not require
advance notice of the lender or the borrower to terminate.

Report federal funds purchased on a gross basis, i.e., do
not net them against federal funds sold, except to the
extent permitted under FASB Interpretation No. 39.

Also exclude from federal funds purchased

(1) Purchases of so-caled “‘term federal funds’ (as
defined in the Glossary entry for “‘federal funds
transactions”’) (report in Schedule HC, item 16,
* Other borrowed money™).

(2) Securities repurchase agreements that have an origi-
nal maturity of one business day or roll over under a
continuing contract, if the agreement requires the
bank holding company to repurchase the identical
security sold or a security that meets the definition of
substantially the same in the case of a dollar roll
(report in Schedule HC, item 14(b), ‘“ Securities sold
under agreements to repurchase’).

(3) Borrowings from a Federa Home Loan Bank or a
Federal Reserve Bank (report those in the form of
securities repurchase agreements in Schedule HC,
item 14(b), and all other borrowings in Schedule HC,
item 16).

(4) Borrowing transactions in foreign offices involving
immediately available funds with an original matu-
rity of one business day or under a continuing
contract that are not securities repurchase agreements
(report in Schedule HC, item 16).

For further information, see the Glossary entry for **fed-
eral funds transactions.”
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Line Item 14(b) Securities sold under agreements
to repurchase.

Report the outstanding amount of

(1) Securities repurchase agreements, regardless of
maturity, if the agreement requires the bank holding
company to repurchase the identical security sold or
a security that meets the definition of substantially
the same in the case of adollar roll.

(2) Sales of participations in pools of securities, regard-
less of maturity.

Report securities sold under agreements to repurchase
on a gross basis, i.e., do not net them against securities
purchased under agreements to resell, except to the
extent permitted under FASB Interpretation No. 41.

Exclude from this item

(1) Repurchase agreements involving assets other than
securities (report in Schedule HC, item 14(a), ** Fed-
eral funds purchased,” or item 16, ‘* Other borrowed
money,” as appropriate, depending on the maturity
and office location of the transaction).

(2) Borrowings from a Federa Home Loan Bank or a
Federal Reserve Bank other than in the form of
securities repurchase agreements (report in Sched-
ule HC, item 16).

(3) Obligations under due bills that resulted when the
bank holding company sold securities or other assets
and received payment, but has not yet delivered the
assets, and similar obligations, whether collateralized
or uncollateralized (report in Schedule HC, item 16).
See the Glossary entry for * due bills.”

(4) So-called yield maintenance dollar repurchase agree-
ments (see the Glossary entry for * repurchase/resale
agreements’”).

For further information, see the Glossary entry for
“‘repurchase/resale agreements.”

Line ltem 15 Trading liabilities.

Report the amount of liabilities from the reporting bank
holding company’s trading activities. Include liabilities
resulting from the sales of assets that the reporting bank
holding company does not own (see Glossary entry for
““short position”) and revauation losses from *‘marking
to market” derivative contracts into which the reporting
bank holding company has entered for trading, dealer,
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customer accommodation, and similar purposes. For
bank holding companies that must complete Sched-
ule HC-D, “Trading Assets and Liabilites,” the amount
reported in thisitem must equal Schedule HC-D, item 15.

Line ltem 16 Other borrowed money.

Report the total amount of other borrowed money from
Schedule HC-M, line item 14(d). For further information
on other borrowed money, see the instructions to Sched-
ule HC-M, line items 14(a) through 14(c).

Line ltem 17 Not applicable.
Line ltem 18 Not applicable.

Lineitem 19(a) Subordinated notes and
debentures.

Report the amount of subordinated debt of the consoli-
dated bank holding company. Include the amount of
outstanding notes and debentures that are subordinated
to the deposits of the subsidiary depository institutions
(see the Glossary entry for ‘““subordinated notes and
debentures’) and any other debt that is designated as
subordinated in its indenture agreement.

Include in this line item the total amount of outstanding
equity contract notes and equity commitment notes that
qualify as capital, as defined by the Federal Reserve
Board' s capital adequacy guidelines, 12 C.F.R., Part 225,
Appendix B.

Also include perpetual debt securities that are sub-
ordinated.

For purposes of this item, report the amount of any
outstanding limited-life preferred stock including any
amounts received in excess of its par or stated value. (See
the Glossary entry for “preferred stock” for the defini-
tion of limited-life preferred stock.)

For purposes of this report, do not include instruments
generaly referred to as trust preferred securities in this
item. Such securities of consolidated special purpose
entities should be reported in line item 19(b), ** Subordi-
nated notes payable to unconsolidated trusts issuing trust
preferred securities, and trust preferred securities issued
by consolidated special purpose entities. "’

Also do not include reportable notes payable to uncon-
solidated specia purpose entities that issue trust pre-
ferred securities. Report such notes payable in line item
19(b).
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Line Item 19(b) Subordinated notes payable to
unconsolidated trusts issuing trust preferred
securities, and trust preferred securities issued by
consolidated special purpose entities.

Report the amount of subordinated notes payable to
unconsolidated special purpose entities (trusts) that issue
trust preferred securities. If the bank holding company
consolidates special purpose entities that issue trust
preferred securities, report the amount of the trust pre-
ferred securities issued by the special purpose entity. For
further information, see the glossary entry for “Trust
preferred securities issued.”

Lineltem 20 Other liabilities.

Report the total amount of other liabilities from Sched-
ule HC-G, line item 5. For further information see the
instructions for Schedule HC-G, line items 2 through 4.

Lineltem 21 Total liabilities.
Report the sum of items 13 through 20.

Line ltem 22 Minority interest in consolidated
subsidiaries and similar items.

Report the portion of the equity capital accounts of al
consolidated subsidiaries of the reporting bank holding
company that must be allocated to minority shareholders
of such subsidiaries. For purposes of this item, do not
report the outstanding amount of instruments generally
referred to as trust preferred securities. Such securities
should be reported in line item 19(b), ** Subordinated
notes payable to unconsolidated trusts issuing trust pre-
ferred securities, and trust preferred securities issued by
consolidated special purpose entities.” For further infor-
mation, see the Glossary entry for “trust preferred secu-
rities.”

Also do not include reportable notes payable to uncon-
solidated special purpose entities that issue trust pre-
ferred securities. Report such notes payable in line item
19(b).

Equity Capital

Line Item 23 Perpetual preferred stock and
related surplus.

Report the amount of perpetua preferred stock issued,
including any amounts received in excess of its par
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or stated value. (See the Glossary entry for *‘preferred
stock™ for the definition of perpetual preferred stock.)

Line ltem 24 Common stock (par value).

Report the aggregate par or stated value of common stock
issued.

Line Item 25 Surplus (exclude all surplus related
to preferred stock).

Report the net amount formally transferred to the surplus
account, including capital contributions, and any amount
received for common stock in excess of its par or stated
value on or before the report date.

Do not include any portion of the proceeds received from
the sale of limited-life preferred stock in excess of its par
or stated value (report in Schedule HC, item 19(a)) or any
portion of the proceeds received from the sale of per-
petual preferred stock in excess of its par or stated value
(report in Schedule HC, item 23).

Line Item 26(a) Retained earnings.

Report the amount of retained earnings (including capi-
tal reserves) as of the report date. The amount of the
retained earnings should reflect the transfer of net
income, declaration of dividends, transfers to surplus,
and any other appropriate entries.

Adjustments of accruals and other accounting estimates
made shortly after the report date that relate to the
income and expenses of the year-to-date period ended as
of the report date must be reported in the appropriate
items of Schedule HI, Income Statement, for that year-to-
date period.

Capital reserves are segregations of retained earnings and
are not to be reported as liability accounts or as reduc-
tions of asset balances. Capital reserves may be estab-
lished for such purposes as follows:

(1) Reserve for undeclared stock dividends—includes
amounts set aside to provide for stock dividends (not
cash dividends) not yet declared.

(2) Reserve for undeclared cash dividends—includes
amounts set aside for cash dividends on common and
preferred stock not yet declared. (Cash dividends
declared but not yet payable should be included in
item 20, “* Other liabilities,” of this schedule.)

HC-10

(3) Retirement account (for limited-life preferred stock
or notes and debentures subordinated to deposits)—
includes amounts allocated under the plan for retire-
ment of limited-life preferred stock or notes and
debentures subordinated to deposits contained in the
bank holding company’s articles of association or in
the agreement under which such stock or notes and
debentures were issued.

(4) Reservefor contingencies includes amounts set aside
for possible unforeseen or indeterminate liabilities
not otherwise reflected on the bank holding com-
pany’s books and not covered by insurance. This
reserve may include, for example, reserves set up
to provide for possible losses that bank holding
company may sustain because of lawsuits, the deduct-
ible amount under the bank holding company’s blan-
ket bond, defaults on obligations for which the bank
holding company is contingently liable, or other
claims against the bank holding company. A reserve
for contingencies represents a segregation of retained
earnings. It should not include any element of known
losses or of any probable losses the amount of which
can be estimated with reasonable accuracy (see the
Glossary entry for “loss contingencies’ for addi-
tional information).

Exclude the following from retained earnings:

(1) Theamount of the cumulative foreign currency trans-
lation adjustment (report in item 26(b)).

(2) Any portion of the proceeds received from the sale of
perpetual preferred stock and common stock in
excess of its par or stated value (report surplus
related to perpetual preferred stock in item 23 and
surplus related to common stock in item 25 except
where required by state law or regulation).

(3) Any portion of the proceeds received from the sale of
limited-life preferred stock in excess of its par or
stated value (report in Schedule HC, item 19(a)).

(4) “Reserves’ that reduce the related asset balances
such as vauation alowances (e.g., alowance for
loan and lease losses), reserves for depreciation, and
reserves for bond premiums.

Line Item 26(b) Accumulated other comprehensive
income.

Report in this item the amount of other comprehensive
income in conformity with the requirements of FASB
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Statement No. 130, Reporting Comprehensive Income.
Accumulated other comprehensive income includes net
unrealized holding gains (losses) on available-for-sale
securities, accumulated net gains (losses) on cash flow
hedges, foreign currency trandation adjustments, and
minimum pension liability adjustments. Net unrealized
holding gains (losses) on available-for-sale securities is
the difference between the amortized cost and fair value
of the reporting bank holding company and its consoli-
dated subsidiaries available-for-sale securities, net of tax
effects, as of the report date. For most bank holding
companies, al ‘“securities,’ as the term is defined in
FASB Statement No. 115, that are designated as
“available-for-sale” will be reported as ““available-for-
sale securities’ in Schedule HC, item 2(b), and in
Schedule HC-B, columns C and D. However, a bank
holding company may have certain assets that fall within
the definition of *“ securities” in FASB Statement No. 115
(e.g., commercial paper, nonrated industrial devel opment
obligations) that the bank holding company has desig-
nated as ‘‘available-for-sale’ which are reported for
purposes of the FR Y-9C in a baance sheet category
other than ** securities” (e.g., ‘‘loans and lease financing
receivables’). These available-for-sale”’ assets must be
carried on the FR Y -9C balance sheet at fair value rather
than amortized cost and the difference between these two
amounts, net of tax effects, must be included in thisitem.

Also include in this item the unamortized amount of the
unrealized holding gain or loss at the date of transfer of
any debt security transferred into the held-to-maturity
category from the available-for-sale category. When a
debt security is transferred from available-for-sale to
held-to-maturity, the unrealized holding gain or loss at
the date of transfer continues to be reported in this equity
capital account, but must be amortized over the remain-
ing life of the security as an adjustment of yield in a
manner consistent with the amortization of any premium
or discount.

Accumulated net gains (losses) on cash flow hedgest is

1. Generaly, the objective of acash flow hedgeisto link aderivative to
an existing recognized asset or liability or a forecasted transaction with
exposure to variability in expected future cash flows, e.g., the future
interest payments (receipts) on a variable-rate liability (asset) or a fore-
casted purchase (sale). The changes in cash flows of the derivative are
expected to offset changes in cash flows of the hedged item or transaction.
To achieve the matching of cash flows, FASB Statement No. 133 requires
that changes in fair value of properly designated and qualifying derivatives
initially be reported in a separate component of equity (accumulated other
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the effective portion2 of the accumulated change in fair
value (gain or loss) on derivatives designated and quali-
fying as cash flow hedges in accordance with FASB
Statement No. 133, Accounting for Derivative Instru-
ments and Hedging Activities.

Under Statement No. 133, a bank holding company that
elects to apply hedge accounting must exclude from net
income the effective portion of the changein fair value of
aderivative designated as a cash flow hedge and record it
on the balance sheet in a separate component of equity
capital (referred to as ** accumulated other comprehensive
income” in the accounting standard). The ineffective
portion of the cash flow hedge must be reported in
earnings. The equity capital component (i.e., the accumu-
lated other comprehensive income) associated with a
hedged transaction should be adjusted each reporting
period to a balance that reflects the lesser (in absolute
amounts) of:

(1) the cumulative gain or loss on the derivative from
inception of the hedge, less (a) amounts excluded
consistent with the bank holding company’s defined
risk management strategy, and (b) the derivative's
gains or losses previously reclassified from accumu-
lated other comprehensive income into earnings to
offset the hedged transaction, or

(2) The portion of the cumulative gain or loss on the
derivative necessary to offset the cumulative change
in expected future cash flows on the hedged transac-
tion from inception of the hedge less the derivative's
gains or losses previously reclassified from accumu-
lated other comprehensive income into earnings.

Accordingly, the amount reported in this item should
reflect the sum of the adjusted balance (as described
above) of the cumulative gain or loss for each derivative
designated and qualifying as a cash flow hedge. These
amounts will be reclassified into earnings in the same
period or periods during which the hedged transactions
affects earnings (for example, when a hedged variable-
rate interest receipt on a loan is accrued or when a
forecasted sale occurs).

comprehensive income) and reclassified into earnings in the same period
that the hedged transaction affects earnings.

2. The effective portion of a cash flow hedge can be described as a
change in fair value of the derivative that offsets the change in expected
future cash flows being hedged. Refer to FASB Statement No. 133,
Appendix A, Section 2, for further information.
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Include in this item the sum of the bank holding compa-
ny’s foreign currency trandation adjustments accumu-
lated in accordance with FASB No. 52. A net debit
balance should be reported as a reduction of the total
amount reported in this item (See the Glossary entry for
“foreign currency transactions and trandlation” for fur-
ther information.) For additiona information, refer to
FASB Statement No. 130, Reporting Comprehensive
Income.

Report any minimum pension liability adjustment rec-
ognized in accordance with FASB Statement No. 87,
Employers’ Accounting for Pensions. Under Statement
No. 87, an employer must report in a separate component
of equity capital, net of any applicable tax benefits, the
excess of additional pension liability over unrecognized
prior service cost.

Line Item 27 Other equity capital components.

Report in this item all other equity capital components
including the total carrying value (at cost) of treasury
stock and unearned Employee Stock Ownership Plan
(ESOP) shares as of the report date. (See the Glossary
entry for ““treasury stock” for further information.)

NOTE: When the reporting bank holding company has
included in item 16 above the ESOP's long-term debt
that it has explicitly or implicitly guaranteed, include in
this item the dollar amount of the offsetting debit to the
liahility recorded by the reporting bank holding company
in connection with that debt. The amount of unearned
ESOP shares should be reduced as the debt is amortized.
Report a total net debit balance for this line item in
parentheses.

Lineltem 28 Total equity capital.

Report the sum of items 23 through 27. This item must
equal Report of Income Schedule HI-A, item 15, * Tota
equity capital end of current period.”

Line Item 29 Total liabilities, minority interest and
equity capital.

Report the sum of items 21, 22 and 28. This item must
equal item 12, “ Total assets.”

HC-12

Memoranda

Lineltem M1 Has the bank holding company
engaged in a full-scope independent external audit
at any time during the calendar year?

Enter a ““1” for yes if the bank holding company has
engaged in a full-scope independent externa audit (in
which an opinion is rendered on their financial state-
ments) at any time during the calendar year as of the
December 31 report date. Also enter a““1” for yesif the
bank holding company has engaged or begun afull-scope
independent external audit by December 31 that has not
yet concluded. Enter a “0" if the response to this
guestion is no. If the response to this question is yes, the
bank holding company must complete all of Memoranda
item 2 below. If the response to this question is no, skip
Memoranda item 2.

Lineltem M2 If the response to Memoranda item
1isyes, indicate below the name and address of the
bank holding company’s independent external
auditing firm, and the name and e-mail address of
the auditing firm’s engagement partner.

Report in memoranda item 2(a) the name and address
(city, U.S. Postal Service abbreviation for state, zip code)
of the bank holding company’s independent externa
auditing firm. An independent auditing firm is a company
that provides full-scope auditing services to the bank
holding company in which an opinion is rendered on
their financial statements. Bank holding companies that
do not have afull-scope audit conducted of their financial
statements do not need to complete this item.

Report in memoranda item 2(b) the name and e-mail
address of the independent external auditing firm's
engagement partner (partner in charge of the audit). This
contact information is for the confidential use of the
Federal Reserve and will not be released to the public.
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LINE ITEM INSTRUCTIONS FOR
Securities
Schedule HC-B

General Instructions

This schedule has four columns for information on
securities, two columns for held-to-maturity securities
and two columns for available-for-sale securities. Report
the amortized cost and the current fair (market) value of
held-to-maturity securities in columns A and B, respec-
tively. Report the amortized cost and the current fair
(market) value of available-for-sale debt securities in
columns C and D, respectively. Information on equity
securitiesisreported in the columnsfor available-for-sale
securities only (columns C and D). For equity securities
with readily determinable fair values, historical cost (not
amortized cost) is reported in column C and fair value is
reported in column D. Seethe Glossary entry for *“ market
value of securities for adiscussion of acceptable valua-
tion methods. Equity securities that do not have readily
determinable fair value should be reported in in Sched-
ule HC-F, " Other Assets.”

Amortized cost must include amortization of premium
and accretion of discount on securities purchased at other
than par or face value (including U.S. Treasury bills). The
preferred method for reporting purchases and sales of
securities is as of trade date. However, settlement date
accounting is acceptable if the reported amounts would
not be materialy different. (See the Glossary entry for
“trade date and settlement date accounting.”’)

For purposes of this schedule, the following events and
transactions shall be treated in the following manner:

(1) Purchases of securities under agreements to resell
and sales of securities under agreements to
repurchase—T hese transactions are not to be treated
as purchases or sales of securities but as lending
or borrowing (i.e., financing) transactions collateral-
ized by these securities if the agreements meet the
criteria for a borrowing as set forth in FASB State-
ment No. 140, Accounting for Transfers and Servic-
ing of Financial Assets and Extinguishments of
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Liabilities. For further information, see the Glos-
sary entry for “transfers of financial assets’ and
““repurchase/resale agreements.”

(2) Purchases and sales of participations in pools of
securities—Similarly, these transactions are not to be
treated as purchases or sales of the securities in the
pool but as lending or borrowing (i.e., financing)
transactions collateralized by the pooled securities if
the participation agreements meet the criteria for a
borrowing set forth in FASB Statement No. 140,
Accounting for Transfers and Servicing of Finan-
cial Assets and Extinguishments of Liabilities. For
further information, seethe Glossary entry for * trans-
fersof financial assets”’ and *‘ repurchase/resal e agree-
ments.”

(3) Pledged securities—Pledge securities that have not
been transferred to the secured party should continue
to be included in the pledging bank holding compa-
ny’s holdings of securitiesthat are reported in Sched-
ule HC-B. If the reporting bank holding company has
transferred pledged securities to the secured party,
the reporting bank holding company should account
for the pledged securities in accordance with FASB
Statement No. 140.

(4) Securities borrowed and lent—Securities borrowed
and lent shall be reported on the balance sheet
of either the borrowing or lending bank holding
company or its consolidated subsidiaries in accor-
dance with Statement No. 140, Accounting for
Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities. For further infor-
mation, see the Glossary entries for “‘transfers of
financial assets” and ‘‘ securities borrowing/lending
transactions.”

(5) Short sales of securities—Such transactions are to be
reported as described in the Glossary entry for ** short
position.”
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(6) Futures, forward, and standby contracts—Such open
contractsto buy or sell in the future are to be reported
as derivatives in Schedule HC-L, item 11).

Lineltem 1 U.S. Treasury securities.

Report in the appropriate columns the amortized cost and
fair value of all U.S. Treasury securities not held in
trading accounts. Include al bills, certificates of indebt-
edness, notes, and bonds, including those issued under
the Separate Trading of Registered Interest and Princi-
pal of Securities (STRIPS) program and those that are
“inflation indexed.”

Exclude al obligations of U.S. government agencies and
corporations. Also exclude detached Treasury security
coupons and ex-coupon Treasury securities held as the
result of either their purchase or the bank’s stripping of
such securities and Treasury receipts such as CATS,
TIGRs, COUGARS, LIONs, and ETRs (report in item 6).
(Refer to the Glossary entry for ““coupon stripping”” for
additional information.)

Lineltem 2 U.S. government agency obligations
(exclude mortgage-backed securities).

Report in the appropriate columns of the appropriate
subitem the amortized cost and fair value of al U.S.
government agency and obligations (excluding mortgage-
backed securities) not held in trading accounts.

For purposes of this line item, exclude from U.S. govern-
ment agency obligations:

(1) Loans to the Export Import Bank and to federally-
sponsored lending agencies (report in “All other
loans,” Schedule HC-C, item 9). Refer to the Glos
sary entry for federally-sponsored lending agency for
the definition of this term.

(2) All holdingsof U.S. government-issued or -guaranteed
mortgage pass-through securities (report in item 4(a)
below).

(3) Collateralized mortgage obligations (CMOs), rea
estate mortgage investments conduits (REMICs),
CMO and REMIC residuals, and stripped mortgage-
backed securities (such as interest-only strips (10s),
principal-only strips (POs) and similar instruments)
issued by U.S. government agencies and corporations
(report in item 4(b) below).

HC-B-2

(4) Perticipations in pools of Federa Housing Adminis-
tration (FHA) Title | loans, which generally consist
of junior lien home improvement loans.

Line Item 2(a)
agencies.

Issued by U.S. government

Report in the appropriate columns the amortized cost and
fair value of al obligations not held in trading accounts
that have been issued by U.S. government agencies. For
purposes of this item, a U.S. government agency is
defined as an instrumentality of the U.S. government
whose debt obligations are fully and explicitly guaran-
teed as to the timely payment of principal and interest by
the full faith and credit of the U.S. government.

Include, among others, debt securities (but not mortgage-
backed securities) of the following U.S. government
agencies.

(1) Export—Import Bank (Ex-Im Bank)
(2) Federal Housing Administration (FHA)

(3) Government National Mortgage Association
(GNMA)

(4) Maritime Administration
(5) Small Business Administration (SBA)
Include such obligations as:

(1) Small Business Administration (SBA) * Guaranteed
Loan Pool Certificates,” which represent an undi-
vided interest in a pool of SBA-guaranteed portion of
loans for which the SBA has further guaranteed the
timely payment of scheduled principal and interest
payments.

(2) Participation certificates issued by the Export— mport
Bank and the General Services Administration.

(3) Notes issued by the Farmers Home Administration
(FmHA) and instruments (certificates of beneficial
ownership and insured note insurance contracts) rep-
resenting an interest in FMHA-insured notes.

Line Item 2(b) Issued by U.S. government-
sponsored agencies.

Report in the appropriate column the amortized cost
and fair value of all obligations not held in trading
accounts that have been issued by U.S. government-
sponsored agencies. For purposes of the FR Y-9C, U.S.
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government-sponsored agencies are defined as agencies
originally established or chartered by the U.S. govern-
ment to serve public purposes specified by the U.S.
Congress but whose debt obligations are not explicitly
guaranteed by the full faith and credit of the U.S.
government.

Include, among others, debt securities (but not mortgage-
backed securities) of the following government-
sponsored agencies:

(1) Federal Agricultural Mortgage Corporation
(Farmer Mac)

(2) Federal Farm Credit Banks
(3) Federal Home Loan Banks (FHLBS)

(4) Federal Home Loan Mortgage Corporation
(FHLMC or Freddie Mac)

(5) Federal Land Banks (FLBSs)

(6) Federal Nationa Mortgage Association (FNMA or
Fannie Mae)

(7) Financing Corporation (FICO)
(8) Resolution Funding Corporation (REFCORP)

(9) Student Loan Marketing Association (SLMA or
Sdllie Mae)

(10) Tennessee Valley Authority (TVA)
(11) U.S. Postal Service

Exclude debt securities issued by SLM Corporation, the
private-sector corporation that is the successor to the
Student Loan Marketing Association (report in Schedule
HC-B, item 6(a), ‘‘Other domestic debt securities,”
below), and securitized student loans issued by SLM
Corporation (or its affiliates) (report in Schedule HC-B,
item 5, ““Asset-backed securities,” below).

Lineltem 3 Securitiesissued by states and
political subdivisionsin the U.S.

Report amortized cost and fair value of all securities
issued by states and political subdivisions in the United
States not held in trading accounts.

States and political subdivisionsin the U.S,, for purposes
of this report, include:

(1) thefifty states of the United States and the District of
Columbia and their counties, municipalities, school
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districts, irrigation districts, and drainage and sewer
districts; and

(2) the governments of Puerto Rico and of the U.S.
territories and possessions and their political
subdivisions.

Securities issued by states and political subdivisions
include:

(1) Genera obligations, which are securities whose prin-
cipal and interest will be paid from the general tax
receipts of the state or political subdivision.

(2) Revenue obligations, are securities whose debt ser-
vice is paid solely from the revenues of the projects
financed by the securities rather than from genera
tax funds.

(3) Industrial development and similar obligations.

Treatment of industrial development bonds (IDBs).
IDBs, sometimes referred to as “‘industrial revenue
bonds,” are typically issued by local industrial develop-
ment authorities to benefit private commercial and indus-
trial development. For purposes of this report, al IDBs
should reported as securities in this item or as loans in
Schedule HC-C, (item 9) consistent with the asset cat-
egory in which the bank holding company reports its
IDBs on its balance sheet for other financial reporting
purposes. Regardless of whether they are reported as
securities in Schedule HC-B or as loans in Sched-
ule HC-C, all IDBs that meet the definition of a *‘ secu-
rity” in FASB Statement No. 115 must be measured in
accordance with Statement No. 115.

Treatment of other obligations of state and political
subdivisionsin the U.S In addition to those IDBs that are
reported as securities in accordance with the preceding
paragraph, also include in thisitem as securitiesissued by
states and political subdivisions in the U.S,, al obliga-
tions other than IDBs that meet any of the following
criteria
(1) Nonrated obligations of states and political subdivi-
sions in the U.S, other than those specifically ex-
cluded below, that the bank holding company
considers securities for other financial reporting
purposes.

(2) Notes, bonds, and debentures (including tax warrants
and tax-anticipation notes) that are rated by a
nationally-recognized rating service.

HC-B-3



Schedule HC-B

(3) Obligations of state and local governments that
are guaranteed by the U.S. government (excluding
mortgage-backed securities).

Exclude from item 3:

(1) All overdrafts of states and political subdivisions in
the U.S. (report as loans in Schedule HC, item 4(b),
and Schedule HC-C, item 9).

(2) All lease financing receivables of states and political
subdivisions in the U.S. (report as leases in Sched-
ule HC, item 4(b), and Schedule HC-C, item 10).

(3) All IDBs that are to be reported as loans in accor-
dance with the reporting treatment described above
(report as loans in Schedule HC, item 4(b), and
Schedule HC-C; item 9).

(4) All other nonrated obligations of states and political
subdivisions in the U.S. that the bank holding com-
pany considers loans for other financia reporting
purposes (report as loans in Schedule HC, item 4(b),
and Schedule HC-C, item 9).

(5) All mortgage pass-through securities issued by state
and local housing authorities in the U.S. (report in
Schedule HC-B, item 4(a) below).

(6) Collateralized mortgage obligations (CMOs), red
estate mortgage investments conduits (REMICs),
CMO and REMIC residuals, and stripped mortgage-
backed securities (such as interest-only strips (10s),
principal-only strips (POs), and similar instruments)
issued by state and local housing authorities in the
U.S. (report in Schedule HC-B, item 4(b) below).

(7) All obligations of states and political subdivisionsin
the U.S. held by the reporting bank holding company
or its consolidated subsidiaries in trading accounts
(report in Schedule HC, item 5).

Line ltem 4 Mortgage-backed securities.

Report in the appropriate columns of the appropriate
subitemstheamortized cost and fair value of all mortgage-
backed securities including mortgage pass-through secu-
rities, collateralized mortgage obligations (CMOs), real
estate mortgage investment conduits (REMICs), CMO
and REMIC residuals, stripped mortgage-backed securi-
ties (such as interest-only strips (10s), principal-only

HC-B-4

strips (POs), and similar instruments), and mortgage-
backed commercial paper not held for trading.

Exclude from mortgage-backed-securities:

(1) Securities backed by loans extended under home
equity lines, i.e., revolving open-end lines of credit
secured by 1-4 family residential properties (report
as asset-backed securities in Schedule HC-B, item 5,
and if applicable, in Schedule HC-B, Memorandum
item 5(b), *‘Home equity lines’).

(2) Bonds issued by the Federal Nationa Mortgage
Association (FNMA) and the Federal Home Loan
Mortgage Corporation (FHLMC) that are collateral-
ized by mortgages i.e.,, mortgage-backed bonds.
(report in Schedule HC-B, item 2(b), Obligations
“lssued by U.S. Government-sponsored agencies’)
and mortgage-backed bonds issued by non-U.S. gov-
ernment issuers (report in Schedule HC-B, item 6(a),
“*Other domestic debt securities.”

(3) Participation certificates issued by the Export— mport
Bank and the General Services Administration (report
in Schedule HC-B, item 2(b), Obligations *‘ I ssued by
U.S. Government-sponsored agencies’).

(4) Participation certificates issued by a Federal Interme-
diate Credit Bank (report in Schedule HC-F, item 4,
““Equity securities that do not have readily determin-
able fair values”).

Line Item 4(a) Pass-through securities.

Report in the appropriate columns of the appropriate
subitem the amortized cost and fair value of all holdings
of mortgage pass-through securities. In general, a mort-
gage pass-through security represents an undivided inter-
est in apool that provides the holder with a pro rata share
of al principal and interest payments on the residentia
mortgages in the pool and includes certificates of partici-
pation in pools of residential mortgages.

Include certificates of participation in pools of residential
mortgages even though the reporting bank holding com-
pany was the original holder of the mortgages underlying
the pool and holds the instruments covering that pool, as
may be the case with GNMA certificates issued by the
bank and swaps with FNMA and FHLMC. Also include
U.S. government-issued participation certificates (PCs)
that represent a pro rata share of all principal and interest
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payments on a pool of resecuritized participation certifi-
cates that, in turn, are backed by residential mortgages,
e.g., FHLMC Giant PCs.

Exclude all collateralized mortgage obligations (CMOs),
real estate mortgage investment conduits (REMICs),
CMO and REMIC residuals, stripped mortgage-backed
securities (such as interest-only strips (10s), principal-
only strips (POs), and similar instruments), and mortgage-
backed commercial paper (report in Schedule HC-B,
item 4(b) below).

Lineltem 4(a)(1) Guaranteed by GNMA.

Report in the appropriate columns the amortized cost and
fair value of al holdings of mortgage pass-through
securities guaranteed by the Government National Mort-
gage Association (GNMA) that are not held in trading
accounts. Exclude mortgage pass-through securities is-
sued by FNMA and FHLMC (report in Schedule HC-B,
item 4(a)(2) below).

Line Item 4(a)(2) Issued by FNMA and FHLMC.

Report in the appropriate columns the amortized cost and
fair value of al holdings of mortgage pass-through
securities issued by the Federal National Mortgage Asso-
ciation (FNMA) and the Federal Home Loan Mortgage
Corporation (FHLMC) that are not held in trading
accounts. Exclude mortgage pass-through securities that
are guaranteed by the Government National Mortgage
Association (GNMA) (report in Schedule HC-B,
item 4(a)(1) above).

Line Item 4(a)(3) Other pass-through securities.

Report in the appropriate columns the amortized cost and
fair value of al holdings of mortgage pass-through
securities issued by others (e.g., other depository institu-
tions or insurance companies, state and local housing
authorities) that are not guaranteed by the U.S. govern-
ment and are not held in trading accounts.

If the reporting bank holding company has issued private
certificates of participation in apool of its own residential
mortgages in a transaction that is not reported as a
financing in accordance with the Glossary entry for
“participations in pools of residential mortgages,” any
unsold private certificates of participation are to be
reported in this item.
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Line Item 4(b) Other mortgage-backed securities.

Report in the appropriate columns of the appropriate
subitemsthe amortized cost and fair value of all mortgage-
backed securities other than pass-through securities that
are not held for trading.

Other mortgage-backed securities include:

(1) All classes of collateralized mortgage obligations
(CMOs) and rea estate mortgage investments con-
duits (REMICs).

(2) CMO and REMIC residuals and similar interests.

(3) Stripped mortgage-backed securities (such asinterest-
only strips (10s), and principal-only strips (POs), and
similar instruments).

(4) Mortgage-backed commercia paper.

Line Item 4(b)(1) Issued or guaranteed by FNMA,
FHLMC or GNMA.

Report in the appropriate columns the amortized cost and
fair value of all classes of CMOs and REMICs, CMO and
REMIC residuals, and stripped mortgage-backed securi-
tiesissued by the Federal National M ortgage Association
(FNMA) or the Federal Home Loan Mortgage Corpora-
tion (FHLMC) or guaranteed by the Government Na-
tional Mortgage Association (GNMA). For purposes of
this item, aso include REMICs issued by the U.S.
Department of Veterans Affairs (VA).

Line Item 4(b)(2) Collateralized by MBS issued or
guaranteed by FNMA, FHLMC, or GNMA.

Report in the appropriate columns the amortized cost and
fair value of al classes of CMOs, REMICs, CMO and
REMIC residuals, and stripped mortgage-backed securi-
ties issued by non-U.S. government issuers (e.g., other
depository institutions, insurance companies, state and
local housing authorities in the U.S) for which the
collateral consists of GNMA (Ginnie Mae) pass-
throughs, FNMA (Fannie Mage) pass-throughs, FHLMC
(Freddie Mac) participation certificates, or other
mortgage-backed securities (i.e., classes of CMOs or
REMICs, CMO or REMIC residuals, and stripped
mortgage-backed securities) issued or guaranteed by
FNMA, FHLMC, GNMA, or VA.

Line Item 4(b)(3) All other mortgage-backed
Securities.

Report in the appropriate columns the amortized cost and
fair value of al CMOs, REMICs, CMO and REMIC
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residuals, stripped mortgage-backed securities and
mortgage-backed commercia paper issued by non-U.S.
Government issuers (e.g., other depository institutions,
insurance companies, state and local housing authorities
in the U.S) for which the collateral does not consist of
GNMA (Ginnie Mag) pass-throughs, FNMA (Fannie
Mag) pass-throughs, FHLM C (Freddie M ac) participation
certificates or other mortgage-backed securities (i.e.,
classes of CMOs or REMICs, CMO and REMIC residu-
as, and stripped mortgage-backed securities) issued or
guaranteed by FNMA, FHLMC, GNMA, or VA.

Lineltem 5 Asset-backed securities (ABS).

Report in the appropriate columns the amortized cost and
fair value of all asset-backed securities (other than
mortgage-backed securities), including asset-backed com-
mercial paper, not held for trading. For bank holding
companies with foreign offices or with $1 billion or more
in total assets, thisitem must equal Schedule HC-B, sum
of Memorandum items 5(a) through 5(f).

Lineltem 6 Other debt securities.

Report in the appropriate columns the amortized cost and
fair value of al other debt securities that are not held
for trading that cannot properly be reported in Sched-
ule HC-B, items 1 through 5 above.

Exclude from other debt securities:

(1) All holdings of certificates of participation in pools
of residential mortgages, collateralized mortgage
obligations (CMOs), red estate mortgage investment
conduits (REMICs), CMO and REMIC residuas,
and stripped mortgage-backed securities (such as
interest-only strips (10s), principal-only strips (POs),
and similar instruments) (report in Schedule HC-B,
item 4 above).

(2) Holdings of bankers acceptances, and certificates of
deposit, which are not classified as securities for
purposes of this report.

Lineltem 6(a) Other domestic debt securities.
Include in this item:

(1) Bonds, notes, debenture, equipment trust certificates,
and commercial paper issued by U.S.-chartered cor-
porations and other U.S. issuers and not reportable
elsewhere in Schedule HC-B.
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(2) Preferred stock of U.S.-chartered corporations and
business trusts that by its terms either must be
redeemed by the issuing corporation or trust or is
redeemabl e at the option of the holder, including trust
preferred securities subject to mandatory redemption.

(3) Detached U.S. government security coupons and
ex-coupon U.S. government securities held as the
result of either their purchase or the bank holding
company’s stripping of such securities and Treasury
receipts such as CATs, TIGRs, COUGARSs, LIONs,
and ETRs. (Refer to the Glossary entry for ** coupon
stripping, Treasury receipts, and STRIPS” for addi-
tional information.)

Line Item 6(b) Foreign debt securities.

Report in this item the amortized cost and fair value of
foreing debt securities not held for trading issued by
non-U.S.-chartered corporations, foreign governments, or
special international organizations.

Include in this item as foreign debt securities the
following:

(1) Bonds, notes, debentures, equipment trust certifi-
cates, and commercial paper issued by non-U.S-
chartered corporations.

(2) Debt securitiesissued by foreign governmental units.

(3) Debt securities issued by international organizations
such as the International Bank for Reconstruction
and Development (World Bank), Inter-American
Development Bank, and Asian Development Bank.

(4) Preferred stock of non-U.S.-chartered corporations
that by its terms either must be redeemed by the
issuing enterprise or is redeemable at the option of
the investor.

Lineltem 7 Investmentsin mutual funds and
other equity securities with readily determinable
fair values.

Report in columns C and D the historical cost and fair
value, respectively, of al investments in mutual funds
and other equity securities with readily determinable fair
values. Such securities include, but are not limited to,
money market mutual funds, mutual funds that invest
solely in U.S. government securities, common stock of
the Federal National Mortgage Association (Fannie Mag),
common stock of the Federa Home Loan Mortgage
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Corporation (Freddie Mac), Class A voting and Class C
non-voting common stock of the Federal Agricultura
Mortgage Corporation (Farmer Mac), and common and
preferred stock of SLM Corporation (the private-sector
successor to the Student Loan Marketing Association).

The fair value of an equity security is readily determin-
able if sales or bid-and-asked quotations are currently
available on a securities exchange registered with the
Securities and Exchange Commission (SEC) or in the
over-the-counter market, provided that those prices or
quotations for the over-the-counter market are publicly
reported by the National Association of Securities Deal-
ers Automated Quotations systems or by the Nationd
Quotation Bureau. (‘“‘Restricted stock,” as defined In
FASB Statement No. 115, does not meet this definition.
For the definition of this term, see the instructions to
Schedule HC-F, item 4). The fair value of an equity
security traded only in aforeign market is readily deter-
minable if that foreign market is of a breadth and scope
comparable to one of the U.S. markets referred to above.

Investments in mutual funds and other equity securities
with readily determinable fair values may have been
purchased by the reporting bank holding company or
acquired for debts previously contracted.

Exclude from investments in mutual funds and other
equity securities with readily determinable fair values:

(1) Paid-in stock of a Federal Reserve Bank (report as an
equity security that does not have areadily determin-
able fair value in Schedule HC-F, item 4).

(2) Stock of a Federal Home Loan Bank (report as an
equity security that does not have areadily determin-
able fair value in Schedule HC-F, item 4).

(3) Common and preferred stocks that do not have
readily determinable fair values, such as stock of
bankers' banks and Class B voting common stock of
the Federal Agricultural Mortgage Corporation
(Farmer Mac) (report in Schedule HC-F, item 4).

(4) Preferred stock that by its terms either must be
redeemed by the issuing enterprise or is redeemable
at the option of the investor (report such preferred
stock as an other debt security in Schedule HC-B,
item 6, above).

(5) “Restricted stock,” as defined in FASB Statement
No. 115, i.e, equity securities for which sale is
restricted by governmental or contractual require-

FR Y-9C
Schedule HC-B March 2008

ment (other than in connection with being pledged as
collateral), except if that requirement terminates
within one year or if the holder has the power by
contract or otherwise to cause the requirement to be
met within one year (report *“restricted stock™™ as an
equity security that does not have areadily determin-
able fair value in Schedule HC-F, item 4).

(6) Participation certificates issued by a Federa Inter-
mediate Credit Bank, which represent nonvoting
stock in the bank (report as an equity security that
does not have a readily determinable fair value in
Schedule HC-F, item 4).

(7) Minority interests held by the reporting bank holding
company in any companies not meeting the definition
of associated company (report as equity securities
that do not have a readily determinable fair value in
Schedule HC-F, item 4), except minority holdings
that indirectly represent bank holding company pre-
mises (report in Schedule HC, item 6) or other real
estate owned (report in Schedule HC, item 7), pro-
vided that the fair value of any capital stock repre-
senting the minority interest is not readily determin-
able. (See the Glossary entry for *subsidiaries’ for
the definition of associated company.)

(8) Equity holdings in those corporate joint ventures
over which the reporting bank holding company does
not exercise significant influence (report as equity
securities that do not have areadily determinable fair
value in Schedule HC-F, item 4), except equity
holdings that indirectly represent bank holding com-
pany premises (report in schedule HC, item 6) or
other real estate owned (report in Schedule HC,
item 7). (See the Glossary entry for “subsidiaries”
for the definition of corporate joint venture.)

(9) Holding of capital stock of and investments in
unconsolidated subsidiaries, associated companies,
and those corporate joint ventures over which the
reporting bank holding company exercises signifi-
cant influence (report in Schedule HC, item 8,
“Investments in unconsolidated subsidiaries and
associated companies”).

Lineltem 8 Total.

Report the sum of items 1 through 7. The total of col-
umn A for this item must equal Schedul HC, item 2(a),
““Held-to-maturity securities.”” The total for column D
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must equal Schedule HC, item 2(b), “Available-for-sale
securities.”

Lineltem M1 Pledged securities.

Report the amortized cost of all held-to-maturity securi-
ties and the fair value of all available-for-sale securities
included in this schedule that are pledged to secure
deposits, repurchase transactions, or other borrowings
(regardless of the balance of the deposits or other liabili-
ties against which the securities are pledged), as perfor-
mance bonds under futures or forward contracts, or for
any other purpose. Include as pledged securities any
held-to-maturity and available-for-sale securities that
have been ‘“loaned” in securities borrowing/lending
transactions that do not qualify as sales under FASB
Statement No. 140.

Also include in this item securities owned by consoli-
dated insurance subsidiaries and held in custodial trusts
(that are reported as held-to-maturity securities or
available-for-sale securities in Schedule HC-B) that are
pledged to insurance companies external to the consoli-
dated bank holding company.

Line ltem M2 Remaining maturity or next
repricing date of debt securities.

Report in memorandum items 2(a) through 2(c) below
the remaining maturity or next repricing date of debt
securities held by the consolidated bank holding com-
pany that are included in items 1 through 6 above. Report
the amortized cost of held-to-maturity securities and the
fair value of available-for-sale securities as reported in
columns A and D above in the appropriate subitems.

Exclude from memorandum item 2 the bank holding
company’s holdings of equity securities with readily
determinable fair values (reported in Schedule HC-B,
item 7, above) (e.g., investments in mutual funds, com-
mon stock, preferred stock). Also exclude those debt
securities that are reported as ** nonaccrual” in Schedule
HC-N, item 9, column C.

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

Remaining maturity is the amount of time remaining
from the report date until the final contractual maturity of
the instrument without regard to the instrument’ s repay-
ment schedule, if any.
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A fixed interest rate is a rate that is specified at the
origination of the transaction, is fixed and invariable
during the term of the debt security, and is known to both
the borrower and the lender. Also treated as a fixed
interest rate is a predetermined interest rate which is a
rate that changes during the term of the debt security on a
predetermined basis, with the exact rate of interest over
the life of the debt security known with certainty to both
the borrower and the lender when the debt security is
acquired.

A floating rate isarate that varies, or can vary, in relation
to an index, to some other interest rate such asthe rate on
certain U.S. Government securities or the * prime rate,”
or to some other variable criterion the exact value of
which cannot be known in advance. Therefore, the exact
rate the debt security carries at any subsequent time
cannot be known at the time of origination.

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

Next repricing date is the date the interest rate on a
floating rate debt security can next change in accordance
with the terms of the contract (without regard to the
security’s repayment schedule, if any, or expected pre-
payments) or the contractual maturity date of the secu-
rity, whichever is earlier.

Bank holding companies whose records or information
systems provide data on the final contractual maturities,
next repricing dates, and expected average lives of their
debt securities for time periods that closely approximate
the maturity periods specified in Memorandum items 2(a)
through 2(c) (e.g., 359 or 360 days rather than 1 year)
may use these dates to complete Memorandum items 2(a)
through 2(c).

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

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

Fixed rate mortgage pass-through securities (such as
those guaranteed by the Government National Mortgage
Association (GNMA) or issued by the Federa Home
Loan Mortgage Corporation (FHLMC), the Federa
National Mortgage Association (FNMA), and certain
banks, savings associations, and securities dealers) and
fixed rate Small Business Administration (SBA) ‘“ Guar-
anteed Loan Pool Certificates” should be reported on the
basis of the time remaining until their final contractual
maturity without regard to either expected prepayments
or scheduled contractual payments. Floating rate mort-
gage pass-through securities and SBA ** Guaranteed Loan
Pool Certificates” should be reported on the basis of their
next repricing date.

Fixed rate debt securities that provide the reporting bank
holding company with the option to redeem them at one
or more specified dates prior to their contractual maturity
date, so-called “‘put bonds,” should be reported on the
basis of the time remaining until the next “put” date.
Floating rate * put bonds” should be reported on the basis
of their next repricing date without regard to *‘ put” dates
if the bank holding company has not exercised the put. If
a‘'put” has been exercised but the security has not yet
been repaid, the ““put” bond should be reported based on
the earlier of its next repricing date or its scheduled
repayment date.

Zero coupon debt securities, including U.S. Treasury
bills, should be treated as fixed rate debt securities for
purposes of this Memorandum item.

Line ltem M2(a) 1 year and less.

Report in thisitem all securities held by the consolidated
bank holding company with a remaining maturity or
amount of time remaining until next repricing date of one
year or less.

Line ltem M2(b) Over 1 year to 5 years.

Report in thisitem all securities held by the consolidated
bank holding company with a remaining maturity or
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amount of time remaining until next repricing date over
one year but less than five years.

Line ltem M2(c) Over 5 years.

Report in thisitem all securities held by the consolidated
bank holding company with a remaining maturity or
amount of time remaining until next repricing date of
over five years.

Line ltem M3 Amortized cost of held-to-maturity
securities sold or transferred to available-for-sale or
trading securities during the calendar year-to-date.

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

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

Lineltem M4 Structured notes.

Report in this item al structured notes included in the
held-to-maturity and available-for-sale accounts and
reported in Schedule HC-B. In general, structured notes
aredebt securitieswhose cash flow characteristics (coupon
rate, redemption amount, or stated maturity) depend upon
one or more indices and/or that have embedded forwards
or options or are otherwise commonly known as * struc-
tured notes.” Include as structured notes any asset-
backed securities (other than mortgage-backed securities)
which possess the aforementioned characteristics.

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

(1) Floating rate debt securities whose payment of inter-
est is based upon:
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(a) asingle index of a Constant Maturity Treasury
(CMT) rate or a Cost of Funds Index (COFI), or

(b) changes in the Consumer Price Index (CPI).
However, exclude from structured notes all U.S.
Treasury Inflation-Protected Securities (TIPS).

(2) Step-up Bonds.  Step-up securities initialy pay the
investor an above-market yield for a short noncall
period and then, if not called, ““step up” to a higher
coupon rate (which will be below current market
rates). The investor initialy receives a higher yield
because of having implicitly sold one or more call
options. A step-up bond may continue to contain call
options even after the bond has stepped up to the
higher coupon rate. A multistep bond has a series of
fixed and successively higher coupons over its life.
At each call date, if the bond is not called, the coupon
rate increases.

(3) Index Amortizing Notes (IANs). |ANs repay prin-
cipal according to a predetermined amortization
schedule that islinked to the level of a specific index
(usually the London Interbank Offered Rate—
LIBOR—or a specified prepayment rate). As market
interest ratesincrease (or prepayment rates decrease),
the maturity of an IAN extends, similar to that of a
collateralized mortgage obligation. When the princi-
pal payments on these notes are indexed to the
prepayment performance of areference pool of mort-
gages or a reference mortgage-backed security, but
the notes themselves are not collateralized by the
mortgages or the mortgage-backed security, the notes
are sometimes marketed as Prepayment-Linked Notes.

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

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

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

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

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

Generaly, municipal and corporate securities that have
periodic call options should not be reported as structured
notes. Although many of these securities have features
similar to those found in some structured notes (e.g.,
step-ups, which generally remain callable after a step-up
date), they are not commonly known as structured notes.
Examples of such callable securities that should not be
reported as structured notes include:

(1) Calable municipa and corporate bonds which have
single (or multiple) explicit call dates and then can be
called on any interest payment date after the last ex-
plicit call date (i.e., they are continuously callable).

(2) Calable federal agency securities that have continu-
ous cal features after an explicit cal date, except
step-up bonds (which are structured notes).
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The mere existence of simple caps and floors does not
necessarily make a security a structured note. Securities
with adjusting caps or floors (i.e., caps or floors that
change over time), however, are structured notes. There-
fore, the following types of securities should not be
reported as structured notes:

(1) Variable rate securities, including Small Business
Administration ** Guaranteed L oan Pool Certificates,”
unless they have features of securities which are
commonly known as structured notes (i.e., they are
inverse, range, or de-leveraged floaters, index amor-
tizing notes, dual index or variable principal redemp-
tion or step-up bonds), or have adjusting caps or
floors.

(2) Mortgage-backed securities.

Line ltem M4(a) Amortized cost of structured
notes.

Report the amortized cost of all structured notes included
in the held-to-maturity and available-for-sale accounts.
The amortized cost of these securities should also be
reported in columns A and C of the body of Sched-
ule HC-B.

Line Item M4(b) Fair value of structured notes.

Report the fair (market) value of structured notes reported
in memorandum item 4(a) above. The fair value of these
securities should also be reported in columns B and D of
the body of Schedule HC-B. Do not combine or other-
wise net the fair value of any structured note with the fair
or book value of any related asset, liability, or off-
balance-sheet derivative instrument.

Line ltem M5 Asset-backed securities.

Memorandum items 5(a) through 5(f) are to be com-
pleted by bank holding companies with foreign offices
or with $1 billion or more in total assets.t

Report in the appropriate columns of the appropriate
subitems the amortized cost and fair value of all asset-
backed securities (other than mortgage-backed securi-
ties), including asset-backed commercial paper, not

1. Thisasset sizetest is determined based on the total assets reported in
the previous year's June 30 FR Y-9C report. Once a bank holding com-
pany surpasses the $1 billion total asset threshold, it must continue to
report these memorandum items regardless of subsequent changes in its
total assets.
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held for trading. For each column, the sum of Memoran-
dum items 5(a) through 5(f) must equal Schedule HC-B,
item 5.

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

Line Iltem M5(a) Credit card receivables.

Report in the appropriate columns the amortized cost and
fair value of all asset-backed securities collateralized by
credit card receivables, i.e., extensions of credit to indi-
viduals for household, family, and other personal expen-
ditures arising from credit cards as defined for Schedule
HC-C, item 6(a).

Line Item M5(b) Home equity lines.

Report in the appropriate columns the amortized cost and
fair value of al asset-backed securities collateralized by
home equity lines of credit, i.e., revolving, open-end
lines of credit secured by 1-to-4 family residential prop-
erties as defined for Schedule HC-C, item 1(c)(2).

Line Iltem M5(c) Automobile loans.

Report in the appropriate columns the amortized cost and
fair value of al asset-backed securities collateralized by
automobile loans, i.e., loans to individuas for the pur-
pose of purchasing private passenger vehicles, including
minivans, vans, sport-utility vehicles, pickup trucks, and
similar light trucks for personal use. Such loans are a
subset of ““ Other consumer loans,” as defined for Sched-
ule HC-C, item 6(c).

Line Iltem M5(d) Other consumer loans.

Report in the appropriate columns the amortized cost and
fair value of all asset-backed securities collateralized by
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other consumer loans, i.e., loansto individuals for house-
hold, family, and other personal expenditures as defined
for Schedule HC-C, items 6(b) and 6(c), excluding
automobile loans as described in Schedule HC-B, Memo-
randum item 5(c), above.

Line Item M5(e) Commercial and industrial loans.

Report in the appropriate columns the amortized cost and
fair value of all asset-backed securities collateralized by
commercial and industrial loans, i.e., loans for commer-
cial and industrial purposes to sole proprietorships, part-
nerships, corporations, and other business enterprises,
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whether secured (other than by real estate) or unsecured,
single-payment or installment, as defined for Schedule
HC-C, item 4.

Line Item M5(f) Other.

Report in the appropriate columns the amortized cost and
fair value of al asset-backed securities collateralized by
non-mortgage loans other than those described in Sched-
ule HC-B, Memorandum items 5(a) through 5(€), above,
i.e., loans as defined for Schedule HC-C, items 2, 3, and 7
through 9; lease financing receivables as defined for
Schedule RC-C, item 10; and all other assets.
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LINE ITEM INSTRUCTIONS FOR

Loan and Lease Financing Recelvables

Schedule HC-C

General Instructions

Loans and lease financing receivables are extensions of
credit resulting from either direct negotiation between the
bank holding company or its consolidated subsidiaries
and its customers or the purchase of such assets from
others. (See the Glossary entries for “‘loan” and for
““lease accounting” for further information.)

All reporting bank holding companies must complete this
schedule regardless of whether or not it has foreign or
domestic offices. This schedule has two columns for
information on loans and lease financing receivables.
Column A provides loan and lease detail for the fully
consolidated bank holding company and column B pro-
vides detail on loans and leases held by the domestic
offices of the reporting bank holding company. (See the
Glossary entry for ** domestic office” for the definition of
this term.)

Report all loans and leases that the bank holding com-
pany has the intent and ability to hold for the foreseeable
future or until maturity or payoff, i.e., loans and leases
held for investment, in Schedule HC-C. Also report in
Schedule HC-C all loans and leases held for sale as part
of the consolidated bank holding company’s mortgage
banking activities or activities of asimilar nature involv-
ing other types of loans. Include thefair value of all loans
held for investment and all loans held for sale that the
bank holding company has elected to report at fair value
under afair value option. Loans reported at fair value in
Schedule HC-C should include only the fair value of the
funded portion of the loan. If the unfunded portion of the
loan, if any, isreported at fair value, thisfair value should
be reported as an “ Other asset” or an “ Other liability,” as
appropriate, in Schedule HC, item 11 or item 20, respec-
tively.

Exclude from Schedule HC-C all loans and leases classi-
fied as trading (report in Schedule HC, item 5, ““ Trading
assets,” and, in the appropriate items of Schedule HC-D,
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Trading Assets and Liabilities, and Schedule HC-Q, Fi-
nancial Assets and Liabilities Measured at Fair Value, if
applicable).

When a loan is acquired (through origination or pur-
chase) with the intent or expectation that it may or will be
sold at some indefinite date in the future, the loan should
be reported as held for sale or held for investment, based
on facts and circumstances, in accordance with generaly
accepted accounting principles and related supervisory
guidance. In addition, a loan acquired and held for
securitization purposes should be reported as a loan held
for sale, provided the securitization transaction will be
accounted for as a sale under FASB Statement No. 140,
“Accounting for Transfers and Servicing of Financia
Assets and Extinguishments of Liabilities.” Notwith-
standing the above, bank holding companies may classify
loans as trading if the bank holding company applies fair
value accounting, with changes in fair value reported in
current earnings, and manages these assets and liabilities
as trading positions, subject to the controls and appli-
cable regulatory guidance related to trading activities.
For example, a bank holding company would generally
not classify a loan that meets these criteria as a trading
asset unless the bank holding company holds the loan for
one of the following purposes: (a) for market making
activities, including such activities as accumulating loans
for sale or securitization; (b) to benefit from actual or
expected price movements; or (c) to lock in arbitrage
profits.

Loansheldfor sale (not classified astrading in accordance
with the preceding instruction) shall be reported in Sched-
ule HC-C at the lower of cost or fair value as of the report
date, except for those that the bank holding company has
elected to account for at fair value under a fair value
option. For loansheld for salethat arereported at thelower
of cost or fair value, the amount by which cost exceedsfair
value, if any, shall be accounted for as a vauation allow-
ance. For further information, see FASB Statement No.
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65, “Accounting for Certain Mortgage Banking Activi-
ties,” AICPA Statement of Position 01-6, ‘‘Accounting by
Certain Entities (Including Entities With Trade Receiv-
ables) That Lend to or Finance the Activities of Others,”
and the March 26, 2001, Interagency Guidance on Certain
Loans Held for Sale.

Report loans and leases held for investment in this
schedule without any deduction for loss allowances for
loans and leases or allocated transfer risk reservesrelated
to loans and leases, which are to be reported in Schedule
HC, item 4(c), “Allowance for loan and lease losses.”
Each item in this schedule should be reported net
of (1) unearned income (to the extent possible) and (2) de-
posits accumulated for the payment of persona loans
(hypothecated deposits). Net unamortized loan fees rep-
resent an adjustment of the loan yield, and shall be
reported in this schedule in the same manner as unearned
income on loans, i.e.,, deducted from the related loan
balances (to the extent possible) or deducted from total
loans in Schedule HC-C, item 11, “LESS: Any unearned
income on loans reflected in items 1-9 above” Net
unamortized direct loan origination costs shall be added
to the related loan balances in each item in this schedule.
(See the Glossary entry for “loan fees’ for further
information.)

“Purchased impaired loans”’ are loans accounted for in
accordance with AICPA Statement of Position 03-3,
“Accounting for Certain Loans or Debt Securities
Acquired in a Transfer,” that a bank holding company
has purchased, including those acquired in a purchase
business combination, wherethere is evidence of deterio-
ration of credit quality since the origination of the loan
and it is probable, at the purchase date, that the bank
holding company will be unable to collect al contractu-
aly required payments receivable. Neither the accretable
yield nor the nonaccretable difference associated with
purchased impaired loans should be reported as unearned
income in Schedule HC-C, item 11. In addition, the
nonaccretable difference, must not be recognized as an
adjustment of yield, loss accrual, or valuation allowance.

If, as a result of a change in circumstances, the bank
holding company regains control of a loan previously
accounted for appropriately as having been sold because
one or more of the conditions for sale accounting in
FASB Statement No. 140, “‘Accounting for Transfers and
Servicing of Financial Assets and Extinguishments of
Liabilities,” are no longer met, such a change should be
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accounted for in the same manner as a purchase of the
loan from the former transferee (purchaser) in exchange
for liabilities assumed. The rebooked loan must be
reported as aloan asset in Schedule HC-C either asaloan
held for sale or aloan held for investment, based on facts
and circumstances, in accordance with generally accepted
accounting principles. This accounting and reporting
treatment applies, for example, to U.S. Government-
guaranteed or insured residential mortgage |oans backing
Government National Mortgage Association (GNMA)
mortgage-backed securities that a bank holding company
services after it has securitized the loans in a transfer
accounted for asasale. If and when individual loans later
meet delinquency criteria specified by GNMA, the loans
are eligible for repurchase, the bank holding company is
deemed to have regained effective control over these
loans, and the delinquent loans must be brought back
onto the bank holding company’s books as loan assets.

Exclude all intracompany (i.e., between subsidiaries of
the consolidated bank holding company) transactions and
all loans and leases held for trading purposes.

All loans are classified according to security, borrower, or
purpose. Loans covering two or more classifications are
sometimes difficult to classify. In such instances, classify
the entire loan according to the major criterion.

Report in this schedule all loans that the reporting bank
holding company or its consolidated subsidiaries have
sold under repurchase agreements. Also report al loans
and leases on the books of the reporting bank holding
company even if on the report date they are past due and
collection is doubtful. Exclude any loans or leases the
bank holding company has sold or charged off. Also
exclude the fair value of any assets received in full or
partial satisfaction of a loan or lease (unless the asset
receivedisitself reportableasaloan or lease) and any loans
for which the bank holding company has obtained physi-
cal possession of the underlying collateral regardiess of
whether formal foreclosure or repossession proceedings
have been ingtituted against the borrower. Refer to the
Glossary entries for *““troubled debt restructurings” and
“foreclosed assets”’ for further discussions of thesetopics.

Exclude, for purposes of this schedule, the following:

(1) Federal funds sold (in domestic offices), i.e., al loans
of immediately available funds (in domestic offices)
that mature in one business day or roll over under a
continuing contract, excluding funds lent in the form
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of securities purchased under agreements to resell.
Report federal funds sold (in domestic offices) in
Schedule HC, item 3(a). However, report overnight
lending for commercial and industrial purposes as
loans in this schedule. Also report lending transac-
tions in foreign offices involving immediately avail-
able funds with an original maturity of one business
day or under a continuing contract that are not
securities resale agreements as loansin this schedule.

(2) Lending transactions in the form of securities pur-
chased under agreementsto resell (report in Schedule
HC, item 3(b), ** Securities purchased under agree-
ments to resell’).

(3) Contracts of sale or other loans indirectly represent-
ing other real estate (report in Schedule HC, item 7,
““Other real estate owned”).

(4) Undisbursed loan funds, sometimes referred to as
incomplete loans or loans in process, unless the
borrower isliable for and pays the interest thereon. If
interest is being paid by the borrower on the undis-
bursed 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; see
Schedule HC-L, item 1).

(5) All holdings of commercia paper (report in Schedule
HC, item 5, if held for trading; report in Schedule
HC-B, item 4(b), “Other mortgage-backed securi-
ties” item 5, “Asset-backed securities,” or item 6,
“Other debt securities,” as appropriate, if held for
purposes other than trading).

Lineltem 1 Loans secured by real estate.

Report al loans (other than those to states and political
subdivisions in the U.S), regardless of purpose and
regardiess of whether originated by the bank holding
company or its consolidated subsidiaries or purchased
from others, that are secured by real estate as evidenced
by mortgages, deeds of trust, land contracts, or other
instruments, whether first or junior liens (e.g., equity
loans, second mortgages) on real estate. (See the Glos-
sary entry for ‘“‘loans secured by real estate” for the
definition of this term.)

For bank holding companies with domestic offices
only: Report loans secured by real estate as a single total
in column A for the consolidated bank holding company.
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Report in column B within the appropriate subitem below
loans for construction, land development, and other land
loans when they are secured by real estate, loans secured
by farmland, by 1-4 family residential properties, by
multifamily properties, and by nonfarm nonresidential
properties. The total of the subitems in column B should
equal the consolidated total reported in column A.

For bank holding companies with domestic and for-
eign offices. Report loans secured by real estate as a
single total in column A for the consolidated bank
holding company and by type of real estate collatera in
the appropriate subitem below in column B.

Include all loans (other than those to states and political
subdivisions in the U.S), regardless of purpose and
regardless of whether originated by the bank holding
company or purchased from others, that are secured by
real estate as evidenced by mortgages, deeds of trust,
land contracts, or other instruments, whether first or
junior liens (e.g., equity loans, second mortgages) on real
estate. See the Glossary entry for ““loan secured by red
estate” for the definition of this term.

Include as loans secured by real estate:

(1) Loans secured by residential properties that are
guaranteed by the Farmers Home Administration
(FmHA) and extended, collected, and serviced by a
party other than the FmHA.

(2) Loans secured by properties and guaranteed by gov-
ernmental entities in foreign countries.

(3) Participations in pools of Federa Housing Adminis-
tration (FHA) Title | improvement loans that are
secured by liens (generally, junior liens) on residen-
tial properties.

Exclude the following from loans secured by real estate:

(1) Obligations (other than securities) of states and
political subdivisions in the U.S. secured by real
estate (report in item 9 below).

(2) All loans and sales contracts indirectly representing
other rea estate (report in Schedule HC, item 7,
“Other real estate owned”).

(3) Loansto real estate companies, real estate investment
trusts, mortgage lenders, and foreign non-
governmental entities that specialize in mortgage
loan originations and that service mortgages for other
lending institutions when the real estate mortgages or
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similar liens on real estate are not sold to the
bank holding company but are merely pledged as
collateral (report below in item 2, **Loans to deposi-
tory institutions and acceptances of other banks,” or
as al other loans in item 9, “All other loans,” as

appropriate).

(4) Notes issued and insured by the Farmers Home
Administration and instruments (certificates of
beneficial ownership and insured note insurance
contracts) representing an interest in Farmers
Home Administration-insured notes (report in Sched-
ule HC-B, item 2, " U.S. government agency obliga-
tions”).

(5) Bonds issued by the Federal Nationa Mortgage
Association or by the Federal Home Loan Mortgage
Corporation that are collateralized by residentia
mortgages (report in Schedule HC-B, item 2).

(6) Pooled residential mortgages for which participation
certificates have been issued or guaranteed by the
Government National Mortgage Association, the
Federal National Mortgage Association, or the Fed-
eral Home Loan Mortgage Corporation (report in
Schedule HC-B, item 4(a)). However, if the reporting
bank holding company is the seller-servicer of the
residential mortgages backing such securities and, as
aresult of a change in circumstances, it must rebook
any of these mortgages because one or more of the
conditions for sale accounting in FASB Statement
No. 140 are no longer met, the rebooked mortgages
should be included in Schedule HC-C as loans
secured by real estate.

Lineltem 1(a) Construction, land development,
and other land loans.

Report in the appropriate subitem of column B loans
secured by real estate made to finance (@) land devel op-
ment (i.e., the process of improving land — laying sewers,
water pipes, etc.) preparatory to erecting new structuresor
(b) the on-site construction of industrial, commercial,
residential, or farm buildings. For purposes of thisitem,
“construction” includes not only construction of new
structures, but also additions or alterations to existing
structures and the demoalition of existing structures to
make way for new structures.

Also include in this item:
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(1) Loans secured by vacant land, except land known to
be used or usable for agricultural purposes, such as
crop and livestock production (which should be
reported in Schedule HC-C, item 1(b), below, as
loans secured by farmland).

(2) Loans secured by rea estate the proceeds of which
are to be used to acquire and improve developed and
undevel oped property.

(3) Loans made under Title | or Title X of the Nationa
Housing Act that conform to the definition of con-
struction stated above and that are secured by red
estate.

Exclude loans to finance construction and land develop-
ment that are not secured by real estate (report in other
items of Schedule HC-C, as appropriate).

Lineltem 1(a)(1) 1-4 family residential construc-
tion loans.

Report in column B the amount outstanding of 1-4 family
residential constructionloans, i.e., loansfor the purpose of
constructing 1-4 family residential properties, which will
secure the loan. The term “1-4 family residential proper-
ties” is defined in Schedule HC-C, item 1(c), below. “1-4
family residential construction loans’ include:

« Construction loans to developers secured by tracts of
land on which 1-4 family residential properties, includ-
ing townhouses, are being constructed.

* Construction loans secured by individual parcelsof land
on which single 1-4 family residential properties are
being constructed.

 Construction loans secured by single-family dwelling
units in detached or semidetached structures, including
manufactured housing.

« Construction loans secured by duplex units and town-
houses, excluding garden apartment projects where the
total number of units that will secure the permanent
mortgage is greater than four.

» Combination land and construction loans on 1-4 family
residential properties, regardless of the current stage of
construction or development.

» Combination construction-permanent loans on 1-4 fam-
ily residential properties until construction is com-
pleted or principal amortization payments begin, which-
ever comes first.
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* Bridge loans to developers on 1-4 family residential
properties where the buyer will not assume the same
loan, even if construction is completed or principal
amortization payments have begun.

Line Item 1(a)(2) Other construction loans and all
land development and other land loans.

Report in column B the amount outstanding of al
construction loans for purposes other than constructing
1-4 family residential properties, all land development
loans, and all other land loans. Include loans for the
development of building lots and loans secured by vacant
land, unless the same loan finances the construction of
1-4 family residential properties on the property.

Line Item 1(b) Secured by farmland.

Report in this item loans secured by farmland and
improvements thereon, as evidenced by mortgages or
other liens. Farmland includes al land known to be used
or usable for agricultural purposes, such as crop and
livestock production. Farmland includes grazing or pas-
ture land, whether tillable or not and whether wooded or
not.

Include loans secured by residential properties that are
guaranteed by the Farmers Home Administration (FmHA)
and extended, collected, and serviced by a party other
than the FmHA.

Exclude, however, loans extended, serviced, collected,
and insured by FmHA (report in Schedule HC-B, item 2,
“U.S. government agency obligations.”) Also exclude
loans for farm property construction and land develop-
ment purpose (report in Schedule HC-C, item 1(a)
above).

Line Item 1(c) Secured by 1-4 family residential
properties.

Report in this item open-end and closed-end loans
secured by real estate as evidenced by mortgages (FHA,
FmHA, VA, or conventional) or other liens on the
following:

(1) Nonfarm property containing 1 to 4 dwelling units
(including vacation homes) or more than 4 dwelling
units if each is separated from other units by divid-
ing walls that extend from ground to roof (e.g., row
houses, townhouses, or the like).
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(2) Mobile homes where (a) state laws define the pur-
chase or holding of amobile home as the purchase or
holding of real property and where (b) the loan to
purchase the mobile home is secured by that mobile
home as evidenced by a mortgage or other instrument
on real property.

(3) Individual condominium dwelling units and loans
secured by an interest in individual cooperative hous-
ing units, even if in a building with five or more
dwelling units.

(4) Housekeeping dwellings with commercial units com-
bined where use is primarily residential and where
only 1 to 4 family dwelling units are involved.

Exclude loans for 1-to-4 family residential property
construction and land development purposes (report in
Schedule HC-C, item 1(a)). Also, exclude loans secured
by vacant lots in established single-family residential
sections or in areas set aside primarily for 1-to-4 family
homes (report in Schedule HC-C, item 1(a)).

Reverse 1-4 family residential mortgages should be
reported in the appropriate subitem based on whether
they are closed-end or open-end mortgages. A reverse
mortgage is an arrangement in which a homeowner
borrows against the equity in his’her home and receives
cash either in alump sum or through periodic payments.
However, unlike atraditional mortgage loan, no payment
isrequired until the borrower no longer uses the home as
his or her principal residence. Cash payments to the
borrower after closing, if any, and accrued interest are
added to the principal balance. These loans may have
caps on their maximum principal balance or they may
have clauses that permit the cap on the maximum princi-
pal balance to be increased under certain circumstances.
Homeowners generally have one of the following options
for receiving tax free loan proceeds from a reverse
mortgage: (1) onelump sum payment; (2) aline of credit;
(3) fixed monthly payments to homeowner either for a
specified term or for as long as the homeowner lives in
the home; or (4) a combination of the above. Reverse
mortgages that provide for a lump sum payment to the
borrower at closing, with no ability for the borrower to
receive additional funds under the mortgage at a later
date, should be reported as closed-end loans in Schedule
HC-C, item 1(c)(2). Normally, closed-end reverse mort-
gages are first liens and would be reported in Schedule
HC-C, item 1(c)(2)(a). Reverse mortgages that are struc-
tured like home equity lines of credit in that they provide
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the borrower with additional funds after closing (either as
fixed monthly payments, under a line of credit, or both)
should be reported as open-end loans in Schedule HC-C,
item 1(c)(1). Open-end reverse mortgages also are nor-
mally first liens. Where there is a combination of both a
lump sum payment to the borrower at closing and
payments after the closing of the loan, the reverse
mortgage should be reported as an open-end loan in
Schedule HC-C, item 1(c)(1).

Line Item 1(c)(1) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

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

Line Item 1(c)(2) Closed-end loans secured by
1-4 family residential properties.

Report in the appropriate subitem the amount of al
closed-end loans secured by 1 to 4 family residentia
properties.

Line Item 1(c)(2)(a) Secured by first liens.

Report the amount of all closed-end loans secured by first
lienson 1 to 4 family residentia properties.

Line Item 1(c)(2)(b) Secured by junior liens.

Report the amount of all closed-end loans secured by
junior (i.e.,, other than first) liens on 1 to 4 family
residential properties.

Line Item 1(d) Secured by multifamily (5 or more)
residential properties.

Report in this item all other nonfarm residential loans
secured by real estate as evidenced by mortgages (FHA
and conventional) or other liens. Specifically, include
loans on the following:

(1) Nonfarm properties with 5 or more dwelling unitsin
structures (including apartment buildings and apart-
ment hotels) used primarily to accommodate house-
holds on a more or less permanent basis.

(2) 5or more unit housekeeping dwellings with commer-
cial unitscombined whereuseisprimarily residential.
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(3) Cooperative-type apartment buildings containing 5 or
more dwelling units.

Exclude loans for multifamily residential property con-
struction and land development purposes (report in
item 1(a)). Also exclude loans secured by nonfarm
nonresidential properties (report in item 1(€)).

Line Item 1(e) Secured by nonfarm nonresidential
properties.

Report in the appropriate subitem of column B loans
secured by real estate as evidenced by mortgages or other
liens on nonfarm nonresidential properties, including
business and industrial properties, hotels, motels,
churches, hospitals, educational and charitable institu-
tions, dormitories, clubs, lodges, association buildings,
““homes” for aged persons and orphans, golf courses,
recreational facilities, and similar properties.

Exclude loans for nonfarm nonresidential property con-
struction and land development purposes (report in
Schedule HC-C, item 1(a)).

For purposes of reporting loans in Schedule HC-C, items
1(e)(1) and 1(e)(2), below, the determination as to
whether a nonfarm nonresidential property is considered
“owner-occupied” should be made upon acquisition
(origination or purchase) of the loan. Once a bank
holding company determines whether a loan should be
reported as “owner-occupied” or not, this determination
need not be reviewed thereafter.

Line Item 1(e)(1) Loans secured by
owner-occupied nonfarm nonresidential properties.

Report in column B the amount of loans secured by
owner-occupied nonfarm nonresidential properties.

“Loans secured by owner-occupied nonfarm nonresiden-
tial properties’ are those nonfarm nonresidentia property
loans for which the primary source of repayment is the
cash flow from the ongoing operations and activities
conducted by the party, or an affiliate of the party, who
owns the property. Thus, for loans secured by owner-
occupied nonfarm nonresidential properties, the primary
source of repayment is not derived from third party,
nonaffiliated, rental income associated with the property
(i.e., any such rental incomeis less than 50 percent of the
source of repayment) or the proceeds of the sale, refi-
nancing, or permanent financing of the property. Include
loans secured by hospitals, golf courses, recreational
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facilities, and car washes unless the property is owned by
an investor who leases the property to the operator who,
in turn, is not related to or affiliated with the investor (in
which case, the loan should be reported in Schedule
HC-C, item 1(e)(2), below). Also include loans secured
by churches unless the property is owned by an investor
who leases the property to the congregation (in which
case, the loan should be reported in Schedule HC-C, item
1(e)(2), below).

Line Item 1(e)(2) Loans secured by other nonfarm
nonresidential properties.

Report in column B the amount of nonfarm nonresiden-
tial real estate loans that are not secured by owner-
occupied nonfarm nonresidential properties.

“Loans secured by other nonfarm nonresidential proper-
ties” are those nonfarm nonresidential property loans
where the primary source of repayment is derived from
rental income associated with the property (i.e., loans for
which 50 percent or more of the source of repayment
comes from third party, nonaffiliated, rental income) or
the proceeds of the sde, refinancing, or permanent
financing of the property. Include loans secured by
hotels, motels, dormitories, nursing homes, assisted-
living facilities, mini-storage warehouse facilities, and
similar properties in this item as loans secured by other
nonfarm nonresidential properites.

Lineltem 2 Loans to depository institutions and
acceptances of other banks.

For bank holding companies with only domestic
offices: Report in column A in the appropriate subitem
loans to U.S. addressees and loans to non-U.S. address-
ees. Report the total in column B.

For bank holding companies with domestic and for-
eign offices: Report in column B the total of loans to
depository ingtitutions in the domestic offices of the
reporting consolidated bank holding companies. Report
in column A, on a fully consolidated basis, the break-
down between loans to U.S. addressees and loans to
non-U.S. addressees.

Report al loans (other than those secured by real estate),
including overdrafts to banks, other depository institu-
tions, and other associations, companies, and financial
intermediaries whose primary business is to accept
deposits and to extend credit for business or for personal
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expenditure purposes and holdings at al bankers accep-
tances accepted by other banks and not held for trading.

Depository institutions cover:
(1) Commercial banksin the U.S,, including:

(a) U.S. branches and agencies of foreign banks, U.S.
branches and agencies of foreign official banking
ingtitutions, and investment companies that are
chartered under Article XIl of the New York
State banking law and are majority-owned by one
more foreign banks; and

(b) al other commercial banksin the U.S, i.e, U.S.
branches of U.S. banks;

(2) Depository insitutions in the U.S., other than com-
mercial banks, including:

(a) credit unions;

(b) mutua or stock savings banks;

(c) savings or building and loan associations;

(d) cooperative banks; and

(e) other similar depository institutions; and
(3) Banks in foreign countries, including:

(a) foreign-domiciled branches of other U.S. banks;
and

(b) foreign-domiciled branches of foreign banks.

See the Glossary entry for *“banks, U.S. and
foreign” and *“ depository institutionsin the U.S.”
for further discussion of these terms.

Include the following as loans to depository institutions
and acceptances of other banks:

(1) Loans to depository institutions for the purpose of
purchasing or carrying securities.

(2) Loans to depository ingtitutions for which the collat-
eral is a mortgage instrument and not the underlying
real property. Report loans to depository institutions
where the collateral is the real estate itself, as evi-
denced by mortgages or similar liens, initem 1.

(3) Purchases of mortgages and other loans under agree-
ments to resell that do not involve the lending of
immediately available funds or that mature in more
than one business day, if acquired from depository
institutions.
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(4) Loan participations aquired from depository
ingtitutions that must be treated as secured borrow-
ings rather than sales in accordance with generally
accepted accounting principles. (See the Glossary
entry for “transfers of financial assets’ for further
information.)

(5) The acceptances of the consolidated subsidiary banks
of the reporting bank holding company discounted
and held in their portfolios when the account party is
another depository institution.

(6) Any borrowing or lending of immediately available
funds that matures in more than one business day,
other than security repurchase and resale agreements.
Such transactions are sometimes referred to as *‘term
federal funds.”

Exclude the following from loans to depository
institutions:

(1) All transactions reported in Schedule HC, item 3,
““Federal funds sold and securities purchased under
agreements to resell.”

(2) Loans secured by real estate, even if extended to
depository institutions (report in item 1).

(3) Loans to holding companies of depository institu-
tions not owned or controlled by the reporting bank
holding company (report as al other loans in
item 9).

(4) Loansto rea estate investment trusts and to mort-
gage companies that specialize in mortgage loan
originations and warehousing or in mortgage loan
servicing (report as all other loansin item 9).

(5) Loans to finance companies and insurance compa-
nies (report as al other loansin item 9).

(6) Loans to brokers and dealers in securities, invest-
ment companies, and mutual funds (report as loans
for purchasing or carrying securities in item 9).

(7) Loans to Small Business Investment Companies
(report as all other loans in item 9).

(8) Loans to lenders other than brokers, deders, and
banks whose principal business is to extend credit
for the purpose of purchasing or carrying securities
(as described in Federal Reserve Regulation U)
and loans to ““plan lenders” (as defined in Federal
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Reserve Regulation G) (report asloans for purchas-
ing or carrying securitiesin item 9).

(9) Loans to federally sponsored lending agencies
(report as al other loans in item 9). (Refer to the
Glossary entry for “‘federally sponsored lending
agency” for the definition of this term.)

(10) Dollar exchange acceptances created by foreign
governments and official institutions (report in
Schedule HC-C, item 7).

(11) Loans to foreign governments and official institu-
tions, including foreign central banks (report in
Schedule HC-C, item 7). See the Glossary entry for
“foreign governments and official ingtitutions” for
the definition of this term.

(12) Acceptances accepted by the reporting bank hold-
ing company, discounted, and held in its portfo-
lio, when the account party is not another deposi-
tory ingtitution. Report such acceptances in other
items of Schedule HC-C, according to the account

party.
Line ltem 2(a) To U.S. banks and other U.S.
depository institutions.

Report in this item for the fully consolidated bank
holding company all loans and acceptances and all other
instruments evidencing loans (except those secured by
real estate) to depository institutions chartered and head-
quartered in the U.S. (including U.S.-chartered banks
owned by foreigners), but excluding U.S. branches and
agencies of foreign banks. Include in this item loans to
both the U.S. and foreign branches of U.S. banks. U.S.
depository institutions cover the following:

(1) U.S. commercial banks and their branches, wherever
located; and

(2) other depository institutions in the U.S,, i.e.,
(a) credit unions;
(b) mutual or stock savings banks;
(c) savings or building and loan associations;
(d) cooperative banks; and
(e) other similar depository institutions.
Line Item 2(b) To foreign banks.

Report in this item all loans and acceptances and other
instruments evidencing loans to both the U.S. and foreign
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branches of banks chartered and headquartered in a
foreign country. Foreign banks cover the following:

(1) U.S. branches and agencies of foreign banks and
(2) foreign-domiciled branches of foreign banks.

For purposes of these reports, U.S. branches and agencies
of foreign banks include U.S. branches and agencies
of foreign official banking institutions and investment
companies that are chartered under Article XII of the
New York State banking law and that are majority-owned
by one or more foreign banks.

(Seethe Glossary entry for “‘banks, U.S. and foreign™ for
further discussion of these terms.)

Exclude the following from this item:

(1) dollar exchange acceptances created by foreign gov-
ernments and officia institutions (report in item 7);
and

(2) loansto foreign governments and official institutions,
including foreign central banks (report in item 7).

(See the Glossary entry for “‘foreign governments and
official institutions” for the definition of this term.)

Also report in this item the bank holding company’s
holdings of all bankers acceptances accepted by other
banks (both U.S. and non-U.S. banks) and not held in
trading accounts. Acceptances accepted by other banks
may be purchased in the open market or discounted by
the reporting bank holding company or its consolidated
subsidiaries. (For further information, see the Glossary
entry for *‘bankers acceptances.”)

Exclude acceptances accepted by the consolidated subsid-
iary banks of the reporting bank holding company,
discounted, and held in their portfolios. Such acceptances
are to be reported in other items of this schedule accord-
ing to the account party.

Lineltem 3 Loansto finance agricultural
production and other loans to farmers.

Report in columns A and B, as appropriate, loans for the
purpose of financing agricultural production. Include
such loans whether secured (other than by real estate) or
unsecured and whether made to farm and ranch owners
and operators (including tenants) or to nonfarmers. All
other loans to farmers, other than those excluded below,
should also be reported in thisitem.
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Include the following as loans to finance agricultural
production and other loans to farmers:

(1) Loansand advances madefor the purpose of financing
agricultural production, including the growing and
storing of crops, the marketing or carrying of agricul-
tura products by the growers thereof, and the breed-
ing, raising, fattening, or marketing of livestock.

(2) Loansand advancesmadefor the purpose of financing
fisheries and forestries, including loans to commer-
cia fishermen.

(3) Agricultural notes and other notes of farmers that the
bank holding company has discounted for, or pur-
chased from, merchants and dealers, either with or
without recourse to the seller.

(4) Loans to farmers that are guaranteed by the Farmers
Home Administration (FmHA) or by the Small Busi-
ness Administration (SBA) and that are extended,
serviced, and collected by a party other than the
FmHA or SBA.

(5) Loans and advances to farmers for purchases of farm
machinery, equipment, and implements.

(6) Loans and advances to farmers for al other purposes
associated with the maintenance or operations of the
farm, including the following:

(a) purchases of private passenger automobiles and
other retail consumer goods; and

(b) provisions for the living expenses of farmers or
ranchers and their families.

Loans to farmers for household, family, and other per-
sonal expenditures (including credit cards and related
plans) that are not readily identifiable as being made to
farmers need not be broken out of item 6 for inclusion in
this item.

Exclude the following from loans to finance agricultural
production and other loans to farmers:

(1) Loans secured by real estate (report in item 1).

(2) Loans to farmers for commercial and industria pur-
poses, e.g., when a farmer is operating a business
enterprise as well as afarm (report in item 4).

(3) Loans to farmers for the purpose of purchasing or
carrying stocks, bonds, and other securities (report as
loans for purchasing or carrying securitiesin item 9).
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(4) Loansto farmers secured by oil or mining production
payments (report in item 4).

(5) Notes insured by the Farmers Home Administration
(FmHA) and instruments (certificates of beneficia
ownership, insured note insurance contracts) repre-
senting an interest in FmHA-insured notes (report
in Schedule HC-B, item 2, ** U.S. government agency
obligations”). Such notes and instruments are backed
by loans made, serviced, and collected by the FmHA
and were issued prior to January 1, 1975.

Lineltem 4 Commercial and industrial loans.

For bank holding companies with domestic offices
only: Report in column A in the appropriate subitem
loans to U.S. addressees and loans to non-U.S. address-
ees. Report the total in column B.

For bank holding companies with domestic and for-
eign offices: Report in column B the total of commercial
and industrial loans for the domestic offices only of the
reporting consolidated bank holding companies. Report
in column A, on a fully consolidated basis, the break-
down between loans to U.S. addressees and loans to
non-U.S. addressees.

Report loans for commercial and industrial purposes to
sole proprietorships, partnerships, corporations, and other
business enterprises, whether secured (other than by real
estate) or unsecured, single-payment, or installment.
These loans may take the form of direct or purchased
loans.

Include the acceptances of the consolidated banking
subsidiaries of the reporting bank holding company that
they hold in their portfolio when the account party is a
commercial or industrial enterprise. Also include loansto
individuals for commercial, industrial, and professional
purposes but not for investment or personal expenditure.
Exclude all commercial and industria loans held in
trading accounts.

Include loans of the types listed below. These descrip-
tions may overlap and are not all inclusive.

(1) Loans for commercial, industrial, and professional
purposes to

(a) mining, oil- and gas-producing, and quarrying
companies,
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©)

(4)

©)

(6)

()

(8)

9)
(10)

(b) manufacturing companies of al kinds, in-
cluding those that process agricultural
commodities;

(c) construction companies;

(d) transportation and communications companies
and public utilities;

(e) wholesale and retail trade enterprises and other
dealers in commodities;

(f) cooperative associations including farmers
cooperatives,

(g) service enterprises such as hotels, motels, laun-
dries, automotive service stations, and nursing
homes and hospitals operated for profit;

(h) insurance agents; and

(i) practitioners of law, medicine, and public
accounting.

Loans for the purpose of financing capital expendi-
tures and current operations.

Loans to business enterprises guaranteed by the
Small Business Administration.

Loans to farmers for commercia and industria
purposes (when farmers operate a business enter-
prise as well as a farm).

L oans supported by letters of commitment from the
Agency for International Development.

Loans made to finance construction that are not
secured by real estate.

Loans to merchants or dealers on their own prom-
issory notes secured by the pledge of their own
installment paper.

L oans extended under credit cards and related plans
that are readily identifiable as being issued in the
name of a commercial or industrial enterprise.

Dealer flooring or floor-plan loans.

Loans collateralized by production payments (e.g.,
oil or mining production payments). Treat as aloan
to the origina seller of the production payment
rather than to the holder of the production payment.
For example, report in this item, as aloan to an ail
company, a loan made to a nonprofit organization
collateralized by an oil production payment; do not
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include in item 9 as a loan to the nonprofit
organization.

(11) Loansand participationsin loans secured by condi-
tional sales contracts made to finance the purchase
of commercial transportation equipment.

(12) Commercia and industrial loans guaranteed by
foreign governmental institutions.

(13) Overnight lending for commercial and industrial
purposes.

Exclude the following from commercial and industria
loans:

(1) Loans secured by real estate, even if for commer-
cia and industrial purposes (report in item 1).

(2) Loansto depository institutions (report in item 2).

(3) Loans to nondepository financial institutions such
as red estate investment trusts, mortgage compa-
nies, and insurance companies (report as all other
loansin item 9).

(4) Loans for the purpose of purchasing or carrying
securities (report in item 9).

(5) Loans for the purpose of financing agricultural
production, whether made to farmers or to non-
agricultural businesses (report in item 3).

(6) Loans to nonprofit organizations, such as hospitals
or educationa institutions (report as all other loans
in item 9), except those for which oil or mining
production payments serve as collateral that are to
be reported in this item.

(7) Holdings of acceptances accepted by other banks,
i.e., that are not consolidated on this report by the
reporting bank holding company (report in item 2).

(8) Holdings of acceptances of banking subsidiaries of
the consolidated bank holding company when the
account party is another bank (report initem 2) or a
foreign government or official institution (report in
item 7).

(9) Equipment trust certificates (report in Sched-
ule HC-B, item 7, or HC-F item 4, as appropriate).

(10) Any commercial or industrial loans and bankers
acceptances, held in the bank holding company’s
trading accounts (report in Schedule HC, item 5,
“Trading assets’).

FRY-9C
Schedule HC-C ~ March 2008

(11) Commercial paper (report in Schedule HC-B or
Schedule HC-D, as appropriate).

Line Item 4(a) To U.S. addressees (domicile).

Report in column A, as appropriate, all commercial and
industrial loansto U.S. addressees. (For a detailed discus-
sion of U.S. and non-U.S. addressees, see the Glossary
entry for “domicile.”)

Line Item 4(b) To non-U.S. addressees (domicile).

Report in column A, as appropriate, all commercial and
industrial loans to non-U.S. addressees. (For a detailed
discusson of U.S and non-U.S. addressees, see the
Glossary entry for **domicile.”)

Lineltem 5 Not applicable.

Lineltem 6 Loans to individuals for household,
family, and other personal expenditures (i.e.,
consumer loans) (includes purchased paper).

For bank holding companies with foreign offices, report
the amount outstanding of loans to individuals for house-
hold, family, and persona expenditures in domestic
offices in column B. Report in column A, on a fully
consolidated basis, the breakdown between credit cards,
other revolving credit plans, and other consumer loans.

For bank holding companies with domestic offices only,
report in column A in the appropriate subitem below
credit cards, other revolving credit plans, and other
consumer loans. Report the total in column B.

Report in the appropriate subitem all credit cards, other
revolving credit plans, and other loans to individuals for
household, family, and personal expenditures. Include
al loans to individuals for household, family, and other
personal expenditures that are not secured by real estate,
whether direct loans or purchased paper. Exclude loansto
individuals for the purpose of purchasing or carrying
securities (report in item 9 below).

Deposits accumulated by borrowers for the payment of
persona loans (i.e.,, hypothecated deposits) should be
netted against the related loans.

Line Item 6(a) Credit cards.

Report all extensions of credit to individuals for house-
hold, family, and other personal expenditures arising
from credit cards. Report the total amount outstanding of
al funds advanced under these credit cards regardless
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of whether there is a period before interest charges are
made. Report the total amount outstanding of al funds
advanced under these credit card plans, regardiess of
whether there is a period before interest charges are
made. Report only amounts carried on the books of the
reporting bank holding company as loans that are out-
standing on the report date, even if the plan is shared with
other organizations and even if accounting and billing are
done by a correspondent bank or the accounting center of
a plan administered by others.

If the reporting bank holding company has securitized
credit cards and has retained a seller’ s interest that is not
in the form of a security, the carrying value of the seller’s
interest should be reported as credit card loans in this
item. For purposes of these reports, the term “seller’s
interest” means the reporting bank holding company’s
ownership interest in loans that have been securitized,
except an interest that is a form of recourse or other
seller-provided credit enhancement. Seller’s interests
differ from the securities issued to investors by the
securitization structure. The principal amount of a sell-
er's interest is generally equal to the total principa
amount of the pool of assetsincluded in the securitization
structure less the principal amount of those assets attrib-
utable to investors, i.e., in the form of securities issued to
investors.

Do not net credit balances resulting from overpayment
of account bal ances on credit cards. Report credit balances
in Schedule HC-E, items 1(a) or 2(a), as appropriate.

Exclude from credit cards:

(1) Credit extended under credit plans to business enter-
prises (report in Schedule HC-C, item 4, *“ Commer-
cial and industria loans”).

(2) All credit extended to individuals through credit
cards secured by real estate (report in Sched-
ule HC-C, item 1).

(3) All credit extended to individuals for household,
family, and other personal expenditures under pre-
arranged overdraft plans (report in Schedule HC-C,
item 6(b)).

If the bank holding company acts only as agent or
correspondent for the other banks or nonbank corpora-
tions and carries no credit card or related plan assets on
its books, enter a *‘zero.” Bank holding companies that
do not participate in any such plan should aso enter a
zero.
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Line Item 6(b) Other revolving credit plans.

Report all extensions of credit to individuals for house-
hold, family, and other personal expenditures arising
from prearranged overdraft plans and other revolving
credit plans not accessed by credit cards. Report the total
amount outstanding of all funds advanced under these
revolving credit plans, regardliess of whether there is a
period before interest charges are made.

Do not net balances resulting from overpayment of
account balances on revolving credit plans. Report credit
balances in Schedule HC-E, items 1(a) and 2(a) as

appropriate.
Exclude from other revolving credit plans:

(1) All ordinary (unplanned) overdrafts on transaction
accounts not associated with check credit or revolv-
ing credit operations (report in other items of Sched-
ule HC-C as appropriate).

(2) Credit extended to individuals for household, family,
and other personal expenditures arising from credit
cards (report in Schedule HC-C, item 6(a)).

Line Item 6(c) Other consumer loans (includes
single payment, installment, and all student loans).

Report in this item other loans to individuals for house-
hold, family, and other personal expenditures (other than
those secured by real estate and other than those for
purchasing or carrying securities). This item includes:

(1) purchases of private passenger automobiles, pickup
trucks, household appliances, furniture, trailers, or
boats;

(2) repairs or improvements to the borrower’ s residence
(not secured by real estate);

(3) educational expenses, including student loans;
(4) medical expenses,

(5) personal taxes;

(6) vacations;

(7) consolidation of personal (nonbusiness) debts;

(8) purchases of real estate or mobile homes (not secured
by rea estate) to be used as a residence by the
borrower’s family; and

(9) other personal expenditures.
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Such loans may take the following form:

(1) Installment loans, demand loans, single payment
time loans, and hire purchase contracts, and should
be reported as other loans to individuals for house-
hold, family, and other persona expenditures
regardless of size or maturity and regardless of
whether the loans are made by the consumer loan
department or by any other department of the bank
holding company.

(2) Retail installment sales paper purchased by the bank
holding company from merchants or dealers, finance
companies, and others.

Exclude from other loans to individuals for household,
family, and other personal expenditures:

(1) All direct and purchased loans, regardless of purpose,
secured by red estate as evidenced by mortgages,
deeds of trust, land contracts, or other instruments,
whether first or junior liens (e.g., equity loans, sec-
ond mortgages), on real estate (report in Sched-
ule HC-C, item 1).

(2) Loansto individuals not secured by real estate for the
purpose of investing in rea estate when the real
estate is not to be used as a residence or vacation
home by the borrower or by members of the bor-
rower’s family (report as all other loans in Sched-
ule HC-C, item 9).

(3) Loans to individuals for commercial, industrial, and
professional purposes and for *“floor plan” or whole-
sale financing (report in Schedule HC-C, item 4).

(4) Loans to individuals for the purpose of purchasing
or carrying securities (report in Schedule HC-C,
item 9).

(5) Loansto individuals for investment (as distinct from
commercial, industrial, or professional) purposes
other than those for purchasing or carrying securities
(report as all other loans in Schedule HC-C, item 9).

(6) Loans to merchants, automobile dealers, and finance
companies on their own promissory notes, secured
by the pledge of installment paper or similar instru-
ments (report in Schedule HC-C, item 4, or as dl
other loansin Schedule HC-C, item 9, as appropriate).

(7) Loansto farmers, regardless of purpose (to the extent
they can be readily identified, report in Sched-
ule HC-C, item 3).
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(8) All credit extended to individuals for household,
family, and other personal expenditures arising from:

(a) Credit cards;

(b) Prearranged overdraft plans (report in Sched-
ule HC-C, item 6(b)).

Line ltem 7 Loansto foreign governments and
official institutions.

Report (in columns A and B when appropriate) all loans
(other than those secured by rea estate), including
planned and unplanned overdrafts, to governments in
foreign countries, to their official institutions, and to
international and regional institutions. (See the Glossary
entry for “‘foreign governments and official institutions”
for the definition of thisterm.)

Include bankers acceptances accepted by the subsidiary
banks of the reporting bank holding company and held in
their portfolio when the account party is a foreign
government or official institution, including such accep-
tances for the purpose of financing dollar exchange.
Exclude acceptances that are held in trading accounts.

Include loans to foreign governments, official institu-
tions, and international and regional institutions (other
than those secured by real estate), including planned and
unplanned overdrafts.

Exclude the following from loans to foreign governments
and officia institutions:

(1) Loans to nationalized banks and other banking insti-
tutions owned by foreign governments and not
functioning as central banks, banks of issue, or
development banks (report in item 2 above).

(2) Loans to U.S. branches and agencies of foreign
official banking institutions (report as a loan to a
commercia bank in the U.S. in item 2).

(3) Loans to foreign-government-owned nonbank cor-
porations and enterprises (report in item 4 or 9, as

appropriate).
Line ltem 8 Not applicable.
Line ltem 9 All other loans.

Report in columns A and B, as appropriate, all loans that
cannot be properly classified in items 1 through 8 above.

Include in this item the following:
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(1) Loans for purchasing and carrying securities (as
described below).

(2) Obligations (other than securities) of states and
political subdivisionsin the U.S.

(3) Unplanned overdrafts of deposit accounts (except
overdrafts of depository institutions and foreign
governments and official institutions, which are to
be reported in items 2 and 7 above, respectively).

(4) Loans (other than those secured by rea estate) to
nonprofit organizations (e.g., churches, hospitals,
educational and charitable institutions, clubs, and
similar associations) except those collateralized by
production payments where the proceeds ultimately
go to a commercial or industrial organization
(report in item 4).

(5) Loans to individuals for investment purposes (as
distinct from commercial, industrial, or profes-
sional purposes), other than those secured by real
estate.

(6) Loans (other than those secured by rea estate) to
real estate investment trusts and to mortgage com-
panies that specialize in mortgage |oan originations
and warehousing or in mortgage loan servicing.
(Exclude outright purchases of mortgages or simi-
lar instruments by the bank holding company from
such companies, which areto be reported initem 1.)

(7) Loans to holding companies of depository institu-
tions (other than subsidiary holding companies of
the reporting bank holding company).

(8) Loans to insurance companies.

(9) Loansto finance companies, mortgage finance com-
panies, factors and other financial intermediaries,
short-term business credit ingtitutions that extend
credit to finance inventories or carry accounts
receivable, and institutions whose functions are
predominantly to finance personal expenditures
(exclude loans to financia corporations whose sole
function is to borrow money and relend it to its
affiliated companies or a corporate joint venture in
which an affiliated company is ajoint venturer).

(10) Loansto federally sponsored lending agencies (see
the Glossary entry for ““federally sponsored lending
agency” for the definition of this term).

(11) Loansto investment banks.
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(12) Loansto other domestic and foreign financial inter-
mediaries whose functions are predominantly the
extending of credit for business purposes, such as
investment companies that hold stock of operat-
ing companies for management or development
purposes.

(13) Loansto Small Business Investment Companies.

Exclude from al other loans the following:

(1) Loans to banks in foreign countries that act as
brokers and dealers in securities (report in item 2).

(2) Loans to depository institutions for the purpose of
purchasing or carrying securities (report in item 2).

(3) Transactions reportable in Schedule HC, item 3,
“Federal funds sold and securities purchased under
agreements to resell.”

(4) Loans secured by real estate (report in item 1).

(5) Extensions of credit initially made in the form of
planned or ‘‘advance agreement” overdrafts other
than those made to borrowers of the types whose
obligations are specificaly reportable in this item
(report in other items, as appropriate). For example,
report advances to banks in foreign countries in
the form of ** advance agreement” overdrafts asloans
to banksin foreign countriesin item 2 and overdrafts
under consumer credit card and check—credit plans as
loans to individuals in item 6. Report both planned
and unplanned overdrafts from ‘‘due to” deposit
accounts of depository institutionsin item 2.

Loans for purchasing or carrying securities include the
following:

(1) All loans to brokers and dedlers in securities (other
than those secured by real estate and those to deposi-
tory ingtitutions).

(2) All loans, whether secured (other than by real estate)
or unsecured, to any other borrower for the purpose
of purchasing or carrying securities (debt or equity),
such as the following:

(a) Loans made to provide funds to pay for the
purchase of securities at settlement date.

(b) Loans made to provide funds to repay indebted-
ness incurred in purchasing securities.
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(c) Loans that represent the renewa of loans to
purchase or carry securities.

(d) Loansto investment companies (other than Small
Business Investment Companies) and mutual
funds.

(e) Loans to “plan lenders’ as defined in Section
221.4(a) of Federal Reserve Regulation U and to
ESOPs.

(f) Loans to lenders other than brokers, dealers, and
banks whose principal business is to extend
credit for the purpose of purchasing or carrying
securities.

Obligations (other than securities) of states and political
subdivisions in the U.S. include obligations of states and
political subdivisions in the United States (including
those secured by real estate), other than those obligations
reported as securities issued by such entities in Sched-
ule HC-B, item 3, “Securities issued by states and
political subdivisions in the U.S” Exclude al such
obligations held in trading accounts.

States and political subdivisions in the U.S. include the
following:

(1) thefifty states of the United States and the District of
Columbia and their counties, municipalities, school
districts, irrigation districts, and drainage and sewer
districts; and

(2) the governments of Puerto Rico and of the U.S.
territories and possessions and their political
subdivisions.

Treatment of industrial development bonds (IDBs).
Industrial development bonds (IDBs), sometimes referred
to as ““industrial revenue bonds,” are typically issued by
local industrial development authorities to benefit private
commercia and industrial development. For purposes of
this report, all IDBs should be reported as securities
issued by states and political subdivisions in the U.S. in
Schedule HC-B, item 3, or as loans in this item, consis-
tent with the asset category in which the bank holding
company reports IDBs on its balance sheet for other
financial reporting purposes. Regardless of whether they
arereported as securitiesin Schedule HC-B or asloansin
Schedule HC-C, all IDBs that meet the definition of a
“security” in FASB Statement No. 115 must be mea-
sured in accordance with Statement No. 115.
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Treatment of other obligations of states and political
subdivisionsin the U.S In addition to those IDBs that are
reported in this item in accordance with the preceding
paragraph, aso include in thisitem al obligations (other
than securities) of states and political subdivisionsin the
U.S,, except those that meet any of the following criteria:

(1) Industria development bonds (IDBs) that are reported
as securities in accordance with the reporting treat-
ment described above (report as securities in Sched-
ule HC, item 2, and Schedule HC-B, item 3).

(2) Notes, bonds, and debentures (including tax warrants
and tax-anticipation notes) that are rated by a nation-
ally recognized rating service (report as securitiesin
Schedule HC, item 2, and Schedule HC-B, item 3).

(3) Mortgage-backed securities issued by state and local

housing authorities (report as securities in Sched-
ule HC, item 2, and Schedule HC-B, item 3).

(4) Obligations of state and local governments that are
guaranteed by the U.S. government (report as securi-
ties in Schedule HC, item 2, and Schedule HC-B,
item 3).

(5) Nonrated obligations of states and political subdivi-
sions in the U.S. that the bank holding company
considers securities for other financial reporting pur-
poses (report as securities in Schedule HC, item 2,
and Schedule HC-B, item 3).

(6) Lease financing receivables of states and political
subdivisions in the U.S. (report as leases in item 10
below).

(7) Obligations of states and political subdivisionsin the
U.S. held by the reporting bank holding company in
trading accounts (report in Schedule HC, item 5).

Line Item 9(a) Loans for purchasing or carrying
securities (secured or unsecured).

Report in columns A and B, as appropriate, all loans for
purchasing or carrying securities (secured or unsecured)
as described above.

Line Item 9(b) All other loans.

Report in columns A and B, as appropriate, al other
loans as described above.

Line Item 10 Lease financing receivables (net of
unear ned income).

Report all outstanding balances relating to direct financ-
ing and leveraged leases on property acquired by the
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bank holding company for leasing purposes. Report the
total amount of these leases in domestic officesin column
B and a breakdown of these leases for the fully consoli-
dated bank holding company between leases to individu-
als for household, family, and other personal expendi-
tures and all other leases. These balances should include
the estimated residual value of leased property and must
be net of unearned income. For further discussion of
leases where the bank holding company is the lessor,
refer to the Glossary entry for “lease accounting.”

Include all leases to states and political subdivisions in
the U.S. in this item.

Line Item 10(a) Leasesto individuals for
household, family, and other personal expenditures.

Report in column A all outstanding balances relating to
direct financing and leveraged leases on property ac-
quired by the fully consolidated bank holding company
for leasing to individuals for household, family, and other
personal expenditures (i.e., consumer leases). For further
information on extending credit to individuals for con-
sumer purposes, refer to the instructions for Schedule
HC-C, item 6(c), “Other consumer loans.”

Line Item 10(b) All other leases.

Report in column A all outstanding balances relating to
al other direct financing and leveraged leases on prop-
erty acquired by the fully consolidated bank holding
company for leasing to lessees other than for household,
family, and other personal expenditure purposes.

Lineltem 11 LESS: Any unearned income on
loans reflected in items 1-9 above.

To the extent possible, report the specific loan categories
net of unearned income. A reporting bank holding com-
pany should enter in columns A and B of this item, as
appropriate, unearned income only to the extent that it is
included in (i.e., not deducted from) the various loan
items (items 1 through 9) of this schedule. If a consoli-
dated bank holding company reports each loan item net
of unearned income, enter a zero. Report the amount
as an absolute value; do not enclose the amount in
parentheses or use a minus (=) sign.

Do not include unearned income on lease financing
receivables in this item (deduct from item 10).
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Line ltem 12 Total loans and leases, net of
unearned income.

Report in columns A and B, as appropriate, the sum of
items 1 through 10 less the amount reported in item 11.
The total of column A must equal Schedule HC, sum of
items 4(a) and 4(b).

Memoranda

Lineltem M1 Loans and leases restructured and
in compliance with modified terms.

Report in the appropriate subitem loans and leases that
have been restructured and are in compliance with their
modified terms. However, exclude from this item all
restructured loans to individuals for household, family,
and other personal expenditures (as defined for Schedule
HC-C, item 6).

For purposes of this item, restructured loans and leases
are those loans and leases whose terms have been
modified, because of a deterioration in the financial
condition of the borrower, to provide for a reduction of
either interest or principal, regardless of whether such
loans and leases are secured or unsecured, regardless of
whether such credits are guaranteed by the government
or others, and (except as noted in the following para-
graph) regardless of the effective interest rate on such
credits.

Once an abligation has been restructured because of such
credit problems, it continues to be considered restruc-
tured until paid in full. However, a restructured obliga-
tion that is in compliance with its modified terms and
yields a market rate (i.e., the recorded amount of the
obligation bears an effective interest rate that at the time
of the restructuring is greater than or equal to the rate that
the institution is willing to accept for a new extension of
credit with comparable risk) need not continue to be
reported as atroubled debt restructuring in this Memoran-
dum item in the calendar years after the year in which the
restructuring took place. A loan extended or renewed at a
stated interest rate equal to the current interest rate for
new debt with similar risk is not considered a restruc-
tured loan. Also aloan to apurchaser of ““ other real estate
owned” by the reporting institution for the purpose of
facilitating the disposal of such real estate is not consid-
ered a restructured loan. For further information, see the
Glossary entry for **troubled debt restructuring.”
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Include in the appropriate subitem al restructured loans
and leases as defined above that are in compliance with
their modified terms, that is, restructured loans and leases
(1) on which no contractual payments of principal or
interest scheduled under that modified repayment terms
are due and unpaid or (2) on which contractual payments
of both principal and interest scheduled under the modi-
fied repayment terms are less than 30 days past due.

Exclude from this item (1) those restructured loans and
leases on which under the modified repayment terms
either principal or interest is 30 days or more past due
(report in Schedule HC-N, column A or B, as appropri-
ate) and (2) those restructured loans and leases that are in
nonaccrual status under the modified repayment terms
(report in Schedule HC-N, column C).

L oan amounts should be reported net of unearned income
to the extent that they are reported net of unearned
income in Schedule HC-C above. All lease amounts must
be reported net of unearned income.

Line ltem M1(a) Loans secured by 1-4 family
residential properties (in domestic offices).

Report al restructured loans secured by 1-4 family
residential properties (in domestic offices) (as defined for
Schedule HC-C, item 1(c), column B) that are in compli-
ance with their modified terms. Exclude from this item
restructured loans secured by 1-4 family residential prop-
ertiesthat, under their modified repayment terms, are past
due 30 days or more or arein nonaccrual status (report in
Schedule HC-N).

Line Item M1(b) Other loans and all leases.

Report all other restructured loans and leases that are in
compliance with their modified terms. Exclude from this
item all restructured loans to individuals for household,
family, and other personal expenditures (as defined for
Schedule HC-C, item 6). Also, exclude from this item
those restructured loans that, under their modified repay-
ment terms, are past due 30 days or more or are in
nonaccrual status (report in Schedule HC-N).

Lineltem M2 Loans to finance commercial
real estate, construction, and land development
activities (not secured by real estate) included
in Schedule HC-C, items 4 and 9 above.

Report in this item loans to finance commercial and
residential rea estate activities, e.g., acquiring, devel-
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oping and renovating commercia and residential red
estate, that are reported in Schedule HC-C, item 4,
“Commercial and industrial loans,” and item 9, “All
other loans,” column A.

Such loans generally may include:

(1) loans made for the express purpose of financing red
estate ventures as evidenced by loan documentation
or other circumstances connected with the loan; or

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

Exclude from this item all loans secured by real estate
that are reported in Schedule HC-C, item 1, above. Also
exclude loans to commercia and industria firms where
the sole purpose for the loan is to construct a factory or
office building to house the company’s operations or
employees.

Line ltem M3 Loans secured by real estate
to non-U.S. addressees (domicile) (included
in Schedule HC-C, item 1, column A)

Report the amount of loans secured by red estate to
non-U.S. addressees included in Schedule HC-C, item 1.
For a detailed discussion of U.S. and non-U.S. address-
ees, see the Glossary entry for “domicile.”

Line Iltem M4 Outstanding credit card fees and
finance charges.

Thisitemis to be completed by (1) bank holding compa-
nies that, together with affiliated institutions, have out-
standing credit card receivables that exceed $500 million
as of the report date or (2) bank holding companies that
on a consolidated basis are credit card specialty holding
companies.

Outstanding credit card receivables are the sum of:
(a) Schedule HC-C, item 6(a), column A;
(b) Schedule HC-S, item 1, column C; and
(c) Schedule HC-S, item 6(a), column C.

Credit card specialty bank holding companies are defined
as those bank holding companies that on a consolidated
basis exceed 50 percent for the following two criteria:

(a) the sum of credit card loans (Schedule HC-C,
item 6(a), column A) plus securitized and sold
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credit card receivables (Schedule HC-S item 1,
column C) divided by the sum of total loans
(Schedule HC-C, item 12, column A) plus securi-
tized and sold credit card receivables (Schedule
HC-S item 1, column C); and

(b) the sum of total loans (Schedule HC-C, item 12,
column A) plus securitized and sold credit card
receivables (Schedule HC-S, item 1, column C)
divided by the sum of total assets (Schedule HC,
item 12) plus securitized and sold credit card
receivables (Schedule HC-S, item 1, column C).

Report the amount of fees and finance charges included
in the amount of credit card receivables reported in
Schedule HC-C, item 6(a), column A.

Lineltem M5 Purchased impaired loans held for
investment accounted for in accordance with AICPA
Statement of Position 03-3.

Memoranda items 5(a) and 5(b) are to be completed by
all bank holding companies.

Report in the appropriate subitem the outstanding bal-
ance and carrying amount of ** purchased impaired loans”
reported as held for investment in Schedule HC-C, items
1 through 9, and accounted for in accordance with
AICPA Statement of Position 03-3. Purchased impaired
loans are loans that a bank holding company has pur-
chased, including those acquired in a purchase business
combination, where there is evidence of deterioration of
credit quality since the origination of the loan and it is
probable, at the purchase date, that the bank holding
company will be unable to collect al contractualy
required payments receivable. Loans held for investment
are those that the bank holding company has the intent
and ability to hold for the foreseeable future or until
maturity or payoff.

Line Iltem M5(a) Outstanding balance.

Report the outstanding balance of all purchased impaired
loans reported as held for investment in Schedule HC-C,
items 1 through 9. The outstanding balance is the undis-
counted sum of all amounts, including amounts deemed
principal, interest, fees, penalties, and other under the
loan, owed to the bank holding company at the report
date, whether or not currently due and whether or not any
such amounts have been charged off. However, the
outstanding bal ance does not include amounts that would
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be accrued under the contract as interest, fees, penalties,
and other after the report date.

Line Item M5(b) Carrying amount included in
Schedule HC-C, items 1 through 9.

Report the carrying amount (before any allowances
established after acquisition for decreases in cash flows
expected to be collected) of, i.e., the recorded investment
in, al purchased impaired loans reported as held for
investment. The recorded investment in these loans will
have been included in Schedule HC-C, items 1 through 9.

Line ltem M6 Closed-end loans with negative
amortization features secured by 1-4 family
residential properties in domestic offices.

Report in the appropriate subitem the carrying amount of
closed-end loans with negative amortization features
secured by 1-4 family residential properties and, if
certain criteria are met, the maximum remaining amount
of negative amortization contractually permitted on these
loans and the total amount of negative amortization
included in the carrying amount of these loans. Negative
amortization refers to a method in which a loan is
structured so that the borrower’s minimum monthly (or
other periodic) payment is contractually permitted to be
less than the full amount of interest owed to the lender,
with the unpaid interest added to the loan's principal
balance. The contractua terms of the loan provide that if
the borrower alows the principal balance to rise to a
pre-specified amount or maximum cap, the loan pay-
ments are then recast to a fully amortizing schedule.
Negative amortization features may be applied to either
adjustable rate mortgages or fixed rate mortgages, the
latter commonly referred to as graduated payment mort-
gages (GPMs).

Line Iltem M6(a) Total carrying amount of
closed-end loans with negative amortization features
secured by 1-4 family residential properties
(included in Schedule HC-C, items 1.c.(2)(a) and
(b))

This item is to be completed by all bank holding
companies.

Report the total carrying amount (before any loan loss
allowances) of, i.e., the recorded investment in, closed-
end loans secured by 1-4 family residential properties
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whose terms allow for negative amortization. The carry-
ing amounts included in this item will also have been
reported in Schedule HC-C, items 1(c)(2)(a) and (b).

Memorandum items 6(b) and 6(c) are to be completed
by bank holding companies that had closed-end loans
with negative amortization features secured by 1-4
family residential properties (reported in Schedule
HC-C, Memorandum item 6(a)) as of the previous
December 31 report date, with a carrying amount
(before any loan loss allowances) that exceedsthe lesser
of $100 million or 5 percent of total loans and leases,
net of unearned income, in domestic offices (asreported
in Schedule HC-C item 12, column B), as of the
previous December 31 report date.

Lineltem M6(b) Total maximum remaining
amount of negative amortization contractually
permitted on closed-end loans secured by 1-4 family
residential properties.

For all closed-end loans secured by 1-4 family residential
properties whose terms alow for negative amortization
(that were reported in Schedule HC-C, Memorandum
item 6(a), report the total maximum remaining amount of
negative amortization permitted under the terms of the
loan contract (i.e., the maximum loan principal balance
permitted under the negative amortization cap less the
principal balance of the loan as of the quarter-end report
date).

Line ltem M6(c) Total amount of negative
amortization on closed-end loans secured by 1-4
family residential properties included in the
carrying amount reported in Memorandum item
6(a) above.

For all closed-end loans secured by 1-4 family residential
properties whose terms allow for negative amortization,
report the total amount of negative amortization included
in the carrying amount (i.e., the total amount of interest
added to the origina loan principal balance that has not
yet been repaid) reported in Schedule HC-C, Memoran-
dum item 6(a) above. Once a loan reaches its maximum
principal balance, the amount of negative amortization
included in the carrying amount should continue to be
reported until the principal balance of the loan has been
reduced through cash payments below the original prin-
cipal balance of the loan.
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Line ltem M7 Not applicable.
Line Iltem M8 Not applicable.

Line Item M9 Loans secured by 1-4 family
residential properties (in domestic offices) in process
of foreclosure.

Report the total unpaid principal balance of loans secured
by 1-4 family residential properties (in domestic offices)
included in Schedule HC-C, item 1(c), column B, for
which formal foreclosure proceedings to seize the real
estate collateral have started and are ongoing as of
quarter-end, regardless of the date the foreclosure proce-
dure was initiated. Loans should be classified as in
process of foreclosure according to local requirements. If
a loan is dready in process of foreclosure and the
mortgagor files a bankruptcy petition, the loan should
continue to be reported as in process of foreclosure until
the bankruptcy is resolved. Exclude loans where the
foreclosure process has been completed and the bank
holding company reports the real estate collateral as
“Other real estate owned” in Schedule HC, item 7. This
item should include both closed-end and open-end 1-4
family residential mortgage loans that are in process of
foreclosure.

Lineltem M10 Loans measured at fair value.

Report in the appropriate subitem the total fair value of
all loans held for sale and held for investment measured
at fair value under a fair value option and included in
Schedule HC-C.

Line ltem M10(a) Loans secured by real estate.

Report the total fair value of loans secured by real estate
included in Schedule HC-C, item 1, measured at fair
value under afair value option for the fully consolidated
bank holding company in column A, but with a break-
down of these loans into seven categories for domestic
officesin column B.

Line Item M10(a)(1) Construction, land
development, and other land loans.

Report the total fair value of construction, land develop-
ment, and other land loans (in domestic offices) included
in Schedule HC-C, items 1(a)(1) and (2), column B,
measured at fair value under a fair value option.
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Line Iltem M10(a)(2) Secured by farmland.

Report the total fair value of loans secured by farmland
(in domestic offices) included in Schedule HC-C, item
1(b), column B, measured at fair value under afair value
option.

Line Item M10(a)(3) Secured by 1-4 family
residential properties.

Report in the appropriate subitem the total fair value of
all open-end and closed-end loans secured by 1-4 family
residential properties (in domestic offices) included in
Schedule HC-C, item 1(c), column B, measured at fair
value under afair value option.

Line Item M10(a)(3)(a) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report the total fair value of revolving, open-end loans
secured by 1-4 family residentia properties and extended
under lines of credit (in domestic offices) included in
Schedule HC-C, item 1(c)(1), column B, measured at fair
value under afair value option.

Line Item M10(a)(3)(b) Closed-end loans secured
by 1-4 family residential properties.

Report in the appropriate subitem the total fair value of
all closed-end loans secured by 1-4 family residential
properties (in domestic offices) included in Schedule
HC-C, item 1(c)(2), column B, measured at fair vaue
under afair value option.

Line Item M10(a)(3)(b)(1) Secured by first liens.

Report the total fair value of closed-end loans secured by
first liens on 1-4 family residential properties (in domes-
tic offices) included in Schedule HC-C, item 1(c)(2)(a),
column B, measured at fair value under a fair value
option.

Line Item M10(a)(3)(b)(2) Secured by junior liens.

Report the total fair value of closed-end loans secured by
junior liens on 1-4 family residential properties (in
domestic offices) included in Schedule HC-C, item
1(c)(2)(b), column B, measured at fair value under afair
value option.

HC-C-20

Line Iltem M10(a)(4) Secured by multifamily (5 or
more) residential properties.

Report the total fair value of loans secured by multifam-
ily (5 or more) residential properties (in domestic offices)
included in Schedule HC-C, item 1(d), column B, mea-
sured at fair value under afair value option.

Line Iltem M10(a)(5) Secured by nonfarm
nonresidential properties.

Report the total fair value of loans secured by nonfarm
nonresidential properties (in domestic offices) included in
Schedule HC-C, items 1(e)(1) and (2), column B, mea
sured at fair value under afair value option.

Line Item M10(b) Commercial and industrial
loans.

Report the total fair value of commercial and industrial
loans included in Schedule HC-C, item 4, measured at
fair value under afair value option.

Line ltem M10(c) Loansto individuals for
household, family, and other personal expenditures.

Report in the appropriate subitem the total fair value of
al loans to individuals for household, family, and other
personal expenditures (as defined for Schedule HC-C,
item 6) measured at fair value under afair value option.

Line Iltem M10(c)(1) Credit cards.

Report the total fair value of all extensions of credit to
individuals for household, family, and other personal
expenditures arising from credit cards included in Sched-
ule HC-C, item 6(a), measured at fair value under a fair
value option.

Line Iltem M10(c)(2) Other revolving credit plans.

Report the total fair value of all extensions of credit to
individuals for household, family, and other personal
expenditures arising from prearranged overdraft plans
and other revolving credit plans not accessed by credit
cardsincluded in Schedule HC-C, item 6(b), measured at
fair value under afair value option.

Line Item M10(c)(3) Other consumer loans.

Report the total fair value of all other loansto individuals
for household, family, and other personal expenditures
included in Schedule HC-C, item 6(c), measured at fair
value under afair value option.
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Line Item M10(d) Other loans.

Report the total fair value of al other loans measured at
fair value under a fair value option that cannot properly
be reported in one of the preceding subitems of this
Memorandum item 10. Such loans include “Loans to
depository institutions and acceptances of other banks,”
“Loansto finance agricultural production and other loans
to farmers,” “Loans to foreign governments and official
ingtitutions,” “Obligations (other than securities and
leases) of states and political subdivisions in the U.S.”
and “Other loans’ (as defined for Schedule HC-C, items
2,3,7,8 and 9).

Line ltem M11 Unpaid principal balance of loans
measured at fair value (reported in Memorandum
item 10).

Report in the appropriate subitem the total unpaid princi-
pa balance outstanding for all loans measured at fair
value reported in Schedule HC-C, Memorandum item 10.

Line ltem M11(a) Loans secured by real estate.

Report the total unpaid principal balance outstanding for
al loans secured by real estate reported in Schedule
HC-C, Memorandum item 10(a), for the fully consoli-
dated bank holding company in column A, but with a
breakdown of these loans into seven categories for
domestic offices in column B.

Line ltem M11(a)(1) Construction, land
development, and other land loans.

Report the total unpaid principal balance outstanding for
all construction, land development, and other loans
reported in Schedule HC-C, Memorandum item 10(a)(1).

Line Iltem M11(a)(2) Secured by farmland.

Report the total unpaid principal balance outstanding for
al loans secured by farmland reported in Schedule
HC-C, Memorandum item 10(a)(2).

Line Iltem M11(a)(3) Secured by 1-4 family
residential properties.

Report in the appropriate subitem the total unpaid princi-
pal balance outstanding for al loans secured by 1-4
family residential properties reported in Schedule HC-C,
Memorandum item 10(a)(3).
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Line Item M11(a)(3)(a) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report the total unpaid principa balance outstanding for
al revolving, open-end loans secured by 1-4 family
residential properties and extended under lines of credit
reported in Schedule HC-C, Memorandum item
10(a)(3)(a).

Line Item M11(a)(3)(b) Closed-end loans secured
by 1-4 family residential properties.

Report in the appropriate subitem the total unpaid princi-
pa balance outstanding for all closed-end loans secured
by 1-4 family residential properties reported in Schedule
HC-C, Memorandum item 10(a)(3)(b).

Line Item M11(a)(3)(b)(1) Secured by first liens.

Report the total unpaid principal balance outstanding for
al closed-end loans secured by first liens on 1-4 family
residential properties reported in Schedule HC-C, Memo-
randum item 10(a)(3)(b)(2).

Line Item M11(a)(3)(b)(2) Secured by junior liens.

Report the total unpaid principa balance outstanding for
al closed-end loans secured by junior liens on 1-4 family
residential properties reported in Schedule HC-C, Memo-
randum item 10(a)(3)(b)(2).

Line Iltem M11(a)(4) Secured by multifamily (5 or
more) residential properties.

Report the total unpaid principa balance outstanding for
al loans secured by multifamily (5 or more) residentia
properties reported in Schedule HC-C, Memorandum
item 10(a)(4).

Line Item M11(a)(5) Secured by nonfarm
nonresidential properties.

Report the total unpaid principa balance outstanding for
al loans secured by nonfarm nonresidential properties
reported in Schedule HC-C, Memorandum item 10(a)(5).

Line Item M11(b) Commercial and industrial
loans.

Report the total unpaid principa balance outstanding for
al commercia and industrial loans reported in Schedule
HC-C, Memorandum item 10(b).
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Line ltem M11(c) Loans to individuals for
household, family, and other personal expenditures.

Report in the appropriate subitem the total unpaid princi-
pal balance outstanding for all loans to individuals for
household, family, and other persona expenditures re-
ported in Schedule HC-C, Memorandum item 10(c).

Line Iltem M11(c)(1) Credit cards.

Report the total unpaid principal balance outstanding for
al extensions of credit to individuals for household,
family, and other personal expenditures arising from
credit cards reported in Schedule HC-C, Memorandum
item 10(c)(1).

Line Item M11(c)(2) Other revolving credit plans.

Report the total unpaid principal balance outstanding for
al extensions of credit to individuals for household,
family, and other personal expenditures arising from
prearranged overdraft plans and other revolving credit
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plans not accessed by credit cards reported in Schedule
HC-C, Memorandum item 10(c)(2).

Line Item M11(c)(3) Other consumer loans.

Report the total unpaid principa balance outstanding for
al other loans to individuals for household, family, and
other personal expenditures reported in Schedule HC-C,
Memorandum item 10(c)(3).

Line ltem M11(d) Other loans.

Report the total unpaid principa balance outstanding for
al loans reported in Schedule HC-C, Memorandum item
10(d). Such loans include “Loans to depository institu-
tions and acceptances of other banks,” “Loans to finance
agricultural production and other loans to farmers,”
“Loans to foreign governments and official institutions,”
“Obligations (other than securities and leases) of states
and political subdivisionsin the U.S.,” and “ Other loans’
(as defined for Schedule HC-C, items 2, 3, 7, 8, and 9).
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LINE ITEM INSTRUCTIONS FOR

Trading Assets and Liabilities

Schedule HC-D

General Instructions

Schedule HC-D is to be completed by bank holding
companies that reported a quarterly average for
trading assets of $2 million or more in Schedule
HC-K, item 4(a), for any of the four preceding quar-
terly reports. Memorandum items 4 through 10 areto
be completed by bank holding companies that re-
ported a quarterly average for trading assets of $1
billion or more in Schedule HC-K, item 4(a), for any
of the four preceding quarterly reports.

Trading activities typically include (&) regularly under-
writing or dealing in securities; interest rate, foreign
exchange rate, commodity, equity, and credit derivative
contracts; other financial instruments; and other assets for
resale, (b) acquiring or taking positions in such items
principally for the purpose of selling in the near term or
otherwise with the intent to resell in order to profit from
short-term price movements, and (c) acquiring or taking
positions in such items as an accommodation to custom-
ers or for other trading purposes.

Pursuant to FASB Statement No. 159, “The Fair Vaue
Option for Financial Assets and Financia Liabilities,” all
securities within the scope of FASB Statement No. 115,
“Accounting for Certain Investments in Debt and Equity
Securities,” that a bank holding company has elected to
report at fair value under afair value option with changes
in fair value reported in current earnings should be
classified as trading securities. In addition, for purposes
of this report, bank holding companies may classify
assets (other than securities within the scope of FASB
Statement No. 115) and liabilities as trading if the bank
holding company applies fair value accounting, with
changes in fair value reported in current earnings, and
manages these assets and liabilities as trading positions,
subject to the controls and applicable regulatory guidance
related to trading activities. For example, a bank holding
company would generally not classify aloan to which it
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has applied the fair value option as a trading asset unless
the bank holding company holds the loan, which it
manages as a trading position, for one of the following
purposes. (a) for market making activities, including
such activities as accumulating loans for sale or securiti-
zation; (b) to benefit from actual or expected price
movements; or (c) to lock in arbitrage profits. When
reporting loans classified as trading in Schedule HC-D,
bank holding companies should include only the fair
value of the funded portion of the loan in item 6 of this
schedule. If the unfunded portion of the loan, if any, is
classified astrading (and does not meet the definition of a
derivative), the fair value of the commitment to lend
should be reported as an “Other trading asset” or an
“Other trading liability,” as appropriate, in Schedule
HC-D, item 9 or item 13(b), respectively.

Assets, liabilities, and other financial instruments classi-
fied as trading shall be consistently valued at fair value.

Exclude from this schedule all available-for-sale securi-
tiesand all loans and leases that do not satisfy the criteria
for classification as trading as described above. (Also see
the Glossary entry for “ Trading Account.”) Available-for-
sale securities are generally reported in Schedule HC,
item 2(b), and in Schedule HC-B, columns C and D.
However, a bank holding company may have certain
assets that fall within the definition of **securities” in
FASB Statement No. 115 (e.g., nonrated industrial devel-
opment obligations) that the bank holding company has
designated as ‘“ avail able-for-sale” which are reported for
purposes of this report in a balance sheet category other
than *‘Securities’ (e.g., “‘Loans and lease financing
receivables’). Loans and leases that do not satisfy the
criteria for the trading account should be reported in
Schedule HC, item 4(a) or item 4(b), and in Schedule
HC-C.

This schedule has two columns: column A provides
trading asset and liability detail for the fully consolidated

HC-D-1




Schedule HC-D

bank holding company and column B provides detail on
trading assets and liabilities held by the domestic offices
of the reporting bank holding company. (See the Glos-
sary entry for “‘domestic office”” for the definition of this
term.)

ASSETS

Lineltem 1 U.S. Treasury securities.

Report the total fair value of securities issued by the U.S.
Treasury (as defined for Schedule HC-B, item 1, “U.S.
Treasury securities”) held for trading.

Lineltem 2 U.S. Government agency obligations.

Report the total fair value of all obligations of U.S.
Government agencies (as defined for Schedule HC-B,
item 2, U.S. “*Government agency obligations”) held for
trading. Exclude mortgage-backed securities.

Line ltem 3) Securitiesissued by states and
political subdivisionsin the U.S.

Report thetotal fair value of al securitiesissued by states
and political subdivisionsin the United States (as defined
for Schedule HC-B, item 3, * Securities issued by states
and political subdivisionsin the U.S.”) held for trading.

Lineltem 4 Mortgage-backed securities.

Report in the appropriate subitem the total fair value of
all mortgage-backed securities held for trading.

Line ltem 4(a) Pass-through securities issued or
guaranteed by FNMA, FHLMC, or GNMA.

Report the total fair value of al pass-through securities
issued or guaranteed by FNMA, FHLMC, or GNMA (as
defined for Schedule HC-B, item 4(a)(1), Pass-through
securities ““Guaranteed by GNMA,” and item 4(a)(2),
Pass-through securities** 1ssued by FNMA and FHLMC"")
held for trading.

Line Item 4(b) Other mortgage-backed securities
issued or guaranteed by FNMA, FHLMC, or
GNMA.

Report the total fair value of all other mortgage-backed
securities issued by FNMA, FHLMC, or GNMA (as
defined for Schedule HC-B, item 4.b.(1), Other mortgage-
backed securities “Issued or guaranteed by FNMA,
FHLMC, or GNMA") held for trading.
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Line Item 4(c) All other mortgage-backed
Securities.

Report the total fair value of al other mortgage-backed
securities (as defined for Schedule HC-B, item 4(a)(3),
“Other pass-through securities,” item 4(b)(2), Other
mortgage-backed securities ‘' Collateralized by MBS
issued or guaranteed by FNMA, FHLMC, or GNMA,"
and item 4(b)(3), “All other mortgage-backed securi-
ties’) held for trading.

Lineltem 5 Other debt securities.

Report the total fair value of all other debt securities (as
defined for Schedule HC-B, item 5, * Asset-backed secu-
rities,” and item 6, *“Other debt securities’) held for
trading.

Lineltem 6 Loans.

Report in the appropriate subitem the total fair value of
al loans held for trading. See the Glossary entry for
“loan”” for further information.

Line Item 6(a) Loans secured by real estate.

Report the total fair value of loans secured by real estate
(as defined for Schedule HC-C, item 1) held for trading
for the fully consolidated bank holding company in
column A, but with a breakdown of these loans into
seven categories for domestic offices in column B.

Line Item 6(a)(1) Construction, land development,
and other land loans.

Report the total fair value of construction, land develop-
ment, and other land loans (as defined for Schedule
HC-C, item 1(a)) held for trading.

Line Item 6(a)(2) Secured by farmland.

Report the total fair value of loans secured by farmland
(as defined for Schedule HC-C, item 1(b)) held for
trading.

Line Item 6(a)(3) Secured by 1-4 family residential
properties.

Report in the appropriate subitem the total fair value of
al open-end and closed-end loans secured by red estate
(as defined for Schedule HC-C, item 1(c)) held for
trading.
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Line Item 6(a)(3)(a) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report the total fair value of revolving, open-end loans
secured by 1-4 family residentia properties and extended
under lines of credit (as defined for Schedule HC-C, item
1(c)(1)) held for trading.

Line Item 6(a)(3)(b) Closed-end loans secured by
1-4 family residential properties.

Report in the appropriate subitem the total fair value of
all closed-end loans secured by real estate (as defined for
Schedule HC-C, item 1(c)(2)) held for trading.

Line Item 6(a)(3)(b)(1) Secured by first liens.

Report the total fair value of closed-end loans secured by
first liens on 1-4 family residentia properties (as defined
for Schedule HC-C, item 1(c)(2)(a)) held for trading.

Line Item 6(a)(3)(b)(2) Secured by junior liens.

Report the total fair value of closed-end loans secured by
junior liens on 1-4 family residential properties (as
defined for Schedule HC-C, item 1(c)(2)(b)) held for
trading.

Line Item 6(a)(4) Secured by multifamily (5 or
more) residential properties.

Report the total fair value of loans secured by multifam-
ily (5 or more) residential properties (as defined for
Schedule HC-C, item 1(d)) held for trading.

Line Item 6(a)(5) Secured by nonfarm
nonresidential properties.

Report the total fair value of loans secured by nonfarm
nonresidential properties (as defined for Schedule HC-C,
item 1(e)) held for trading.

Line Item 6(b) Commercial and industrial loans.

Report the total fair value of commercial and industrial
loans (as defined for Schedule HC-C, item 4) held for
trading.

Line Item 6(c) Loans to individuals for household,
family, and other personal expenditures.

Report in the appropriate subitem the total fair value of
all loans to individuals for household, family, and other
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persona expenditures (as defined for Schedule HC-C,
item 6) held for trading.

Line Item 6(c)(1) Credit cards.

Report the total fair value of all extensions of credit to
individuals for household, family, and other persona
expenditures arising from credit cards (as defined for
Schedule HC-C, item 6(a)) held for trading.

Line Item 6(c)(2) Other revolving credit plans.

Report the total fair value of all extensions of credit to
individuals for household, family, and other personal
expenditures arising from prearranged overdraft plans
and other revolving credit plans not accessed by credit
cards (as defined for Schedule HC-C, item 6(b)) held for
trading.

Line Item 6(c)(3) Other consumer loans.

Report the total fair value of all other loansto individuals
for household, family, and other personal expenditures
(as defined for Schedule HC-C, item 6.c) held for trading.

Line Item 6(d) Other loans.

Report the total fair value of al other loans held for
trading that cannot properly be reported in one of the
preceding subitems of this item 6. Such loans include
“Loans to depository institutions and acceptances of
other banks,” “Loans to finance agricultural production
and other loans to farmers,” “Loans to foreign govern-
ments and official institutions,” “Obligations (other than
securities and leases) of states and political subdivisions
in the U.S.,” and “Other loans’ (as defined for Schedule
HC-C, items 2, 3, 7, 8, and 9).

Line Items 7-8 Not applicable.

Lineltem 9 Other trading assets.

Report the total fair value of al trading assets that cannot
properly be reported in items 1 through 6. Exclude
revaluation gains on interest rate, foreign exchange rate,
commodity, equity, and credit derivative contracts (report
initem 11 below).
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Lineltem 10 Not applicable.
Lineltem 11 Derivatives with a positive fair value.

Report the amount of revaluation gains (i.e., assets) from
the “marking to market” of interest rate, foreign ex-
change rate, commodity, equity, and credit derivative
contracts held for trading purposes. Revaluation gains
and losses (i.e., assets and liabilities) from the ** marking
to market” of the reporting bank holding company’s
derivative contracts executed with the same counterparty
that meet the criteriafor a valid right of setoff contained
in FASB Interpretation No. 39 (e.g., those contracts
subject to a qualifying master netting arrangement) may
be reported on a net basis using this item and item 14
below, as appropriate. (For further information, see the
Glossary entry for * offsetting.””)

Lineltem 12 Total trading assets.

Report the sum of items 1 through 11. The amount in
column A for thisitem must equal Schedule HC, item 5,
“Trading assets.”

LIABILITIES
Line Item 13(a) Liability for short positions.

Report the total fair value of the reporting bank holding
company’s liabilities resulting from sales of assets that
the reporting bank holding company does not own (see
the Glossary entry for * short position™).

Line Item 13(b) All other trading liabilities.

Report the total fair value of all trading liabilities other
than the reporting bank holding company’s liability for
short positions. Exclude revaluation losses on interest
rate, foreign exchange rate, commaodity, equity, and credit
derivative contracts (report in item 14 below).

Line Item 14 Derivatives with a negative fair
value.

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

Lineltem 15 Total trading liabilities.

Report the sum of items 13(a), 13(b), and 14. The amount
in column A for this item must equal Schedule HC, item
15, “Trading liabilities.”

Memor anda

Lineltem M1 Unpaid principal balance of loans
measured at fair value.

Report in the appropriate subitem the total unpaid princi-
pa baance outstanding for all loans held for trading
reported in Schedule HC-D, item 6.

Line ltem M1(a) Loans secured by real estate.

Report the total unpaid principa balance outstanding for
al loans secured by real estate held for trading reported
in Schedule HC-D, item 6(a), for the fully consolidated
bank holding company in column A, but with a break-
down of these loans into seven categories for domestic
offices in column B.

Line Iltem M1(a)(1) Construction, land
development, and other land loans.

Report the total unpaid principa balance outstanding for
al construction, land development, and other land loans
held for trading reported in Schedule HC-D, item 6(a)(1).

Line Iltem M1(a)(2) Secured by farmland.

Report the total unpaid principa balance outstanding for
all loans secured by farmland held for trading reported in
Schedule HC-D, item 6(a)(2).

Line Iltem M1(a)(3) Secured by 1-4 family
residential properties.

Report in the appropriate subitem the total unpaid princi-
pa balance outstanding for al loans secured by 1-4
family residential properties held for trading reported in
Schedule HC-D, item 6(a)(3).

FR Y-9C
Schedule HC-D  March 2008




Schedule HC-D

Line Item M1(a)(3)(a) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report the total unpaid principal balance outstanding for
al revolving, open-end loans secured by 1-4 family
residential properties and extended under lines of credit
held for trading reported in Schedule HC-D, item

6(a)(3)(a).

Line Item M1(a)(3)(b) Closed-end loans secured
by 1-4 family residential properties.

Report in the appropriate subitem the total unpaid princi-
pal balance outstanding for al closed-end loans secured
by 1-4 family residential properties held for trading
reported in Schedule HC-D, item 6(a)(3)(b).

Line Item M1(a)(3)(b)(1) Secured by first liens.

Report the total unpaid principa balance outstanding for
al closed-end loans secured by first liens on 1-4 family
residential properties held for trading reported in Sched-
ule HC-D, item 6(&)(3)(b)(1).

Line Item M1(a)(3)(b)(2) Secured by junior liens.

Report the total unpaid principal balance outstanding for
all closed-end loans secured by junior liens on 1-4 family
residential properties held for trading reported in Sched-
ule HC-D, item 6(a)(3)(b)(2).

Line Iltem M1(a)(4) Secured by multifamily (5 or
more) residential properties.

Report the total unpaid principal balance outstanding for
al loans secured by multifamily (5 or more) residential
properties held for trading reported in Schedule HC-D,
item 6(a)(4).

Line ltem M1(a)(5) Secured by nonfarm
nonresidential properties.

Report the total unpaid principal balance outstanding for
al loans secured by nonfarm nonresidential properties
held for trading reported in Schedule HC-D, item 6(a)(5).

Line ltem M1(b) Commercial and industrial loans.

Report the total unpaid principal balance outstanding for
all commercia and industrial loans held for trading
reported in Schedule HC-D, item 6(b).
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Line ltem M1(c) Loans to individuals for
household, family, and other personal expenditures.

Report in the appropriate subitem the total unpaid princi-
pal balance outstanding for all loans to individuals for
household, family, and other personal expenditures held
for trading reported in Schedule HC-D, item 6(c).

Line Iltem M1(c)(1) Credit cards.

Report the total unpaid principa balance outstanding for
al extensions of credit to individuals for household,
family, and other personal expenditures arising from
credit cards held for trading reported in Schedule HC-D,
item 6(c)(1).

Line Item M1(c)(2) Other revolving credit plans.

Report the total unpaid principa balance outstanding for
all extensions of credit to individuals for household,
family, and other persona expenditures arising from
prearranged overdraft plans and other revolving credit
plans not accessed by credit cards held for trading
reported in Schedule HC-D, item 6(c)(2).

Line Item M1(c)(3) Other consumer loans.

Report the total unpaid principal balance outstanding for
al other loans to individuals for household, family, and
other personal expenditures held for trading reported in
Schedule HC-D, item 6(c)(3).

Line ltem M1(d) Other loans.

Report the total unpaid principal balance outstanding for
al loans held for trading reported in Schedule HC-D,
item 6(d). Such loans include “Loans to depository
institutions and acceptances of other banks,” “Loans to
finance agricultural production and other loans to farm-
ers,” “Loans to foreign governments and official institu-
tions,” “Obligations (other than securities and leases) of
states and political subdivisions in the U.S.,” and “ Other
loans” (as defined for Schedule HC-C, items 2, 3, 7, 8,
and 9).

Lineltem M2 Not applicable.

Line Iltem M3 Loans measured at fair value that
are past due 90 days or more.

Report in the appropriate subitem the total fair value and
unpaid principal balance of al loans held for trading

HC-D-5




Schedule HC-D

included in Schedule HC-D, items 6(a) through 6(d), that
are past due 90 days or more as of the report date.

NOTE: Completion of Memorandum items 3(a) and
3(b) of Schedule HC-D is optional for the March 31,
2008, report date only. These items must be completed
by all bank holding companies that complete Schedule
HC-D beginning June 30, 2008.

Line ltem M3(a) Fair value.

Report the total fair value of all loans held for trading
included in Schedule HC-D, items 6(a) through 6(d), that
are past due 90 days or more as of the report date.

Line Iltem M3(b) Unpaid principal balance.

Report in the appropriate column the total unpaid princi-
pal balance of all loans held for trading included in
Schedule HC-D, items 6(a) through 6(d), that are past
due 90 days or more as of the report date.

NOTE: Memorandum items 4 through 10 are appli-
cable only to bank holding companies that reported a
guarterly average for trading assets of $1 hillion or
more in Schedule HC-K, item 4(a), for any of the four
preceding quarterly reports.

NOTE: Completion of Memorandum items 4 through
10 of Schedule HC-D is optional for the March 31,
2008, report date only. These items must be completed
by all bank holding companies that complete Schedule
HC-D and meet the $1 billion reporting threshold
beginning June 30, 2008.

Line ltem M4 Asset-backed securities.

Report in the appropriate subitem the total fair value of
all asset-backed securities, including asset-backed com-
mercial paper, held for trading reported in Schedule
HC-D, items 4 and 5. For purposes of categorizing
asset-backed securities in Schedule HC-D, Memorandum
items 4(a) through 4(h), below, each individual asset-
backed security should be included in the item that most
closely describes the predominant type of asset that
collateralizes the security and this categorization should
be used consistently over time. For example, an asset-
backed security may be collateralized by automobile
loans to both individuals and business enterprises. If the
prospectus for this asset-backed security or other avail-
able information indicates that these automobile loans are
predominantly loans to individuals, the security should
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be reported in Schedule HC-D, Memorandum item 4(e),
as being collateralized by automobile loans.

Line Iltem M4(a) Residential mortgage-backed
securities.

Report the total fair value of all asset-backed securities
collateralized by 1-4 family residential mortgages, includ-
ing mortgage pass-through securities, collateralized mort-
gage obligations (CMOs), rea estate mortgage invest-
ment conduits (REMICs), CMO and REMIC residuals,
stripped mortgage-backed securities (such as interest-
only strips (10s), principa-only strips (POs), and similar
instruments), and mortgage-backed commercia paper.

Line Item M4(b) Commercial mortgage-backed
Securities.

Report the total fair value of all asset-backed securities
collateralized by mortgages other than 1-4 family resi-
dentia mortgages, including mortgage pass-through se-
curities, collateralized mortgage obligations (CMOs),
real estate mortgage investment conduits (REMICs),
CMO and REMIC residuals, stripped mortgage-backed
securities (such as interest-only strips (10s), principal-
only strips (POs), and similar instruments), and mortgage-
backed commercial paper.

Line Item M4(c) Credit card receivables.

Report the total fair value of all asset-backed securities
collateralized by credit card receivables, i.e., extensions
of credit to individuals for household, family, and other
personal expenditures arising from credit cards as defined
for Schedule HC-C, item 6(a).

Line Iltem M4(d) Home equity lines.

Report the total fair value of al asset-backed securities
collateralized by home equity lines of credit, i.e., revolv-
ing, open-end lines of credit secured by 1-to-4 family
residential properties as defined for Schedule HC-C, item
1(c)(D).

Line Iltem M4(e) Automobile loans.

Report the total fair value of all asset-backed securities
collateralized by automobile loans, i.e., loansto individu-
as for the purpose of purchasing private passenger
vehicles, including minivans, vans, sport-utility vehicles,
pickup trucks, and similar light trucks for personal use.
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Such loans are a subset of “Other consumer loans,” as
defined for Schedule HC-C, item 6(c).

Line Item M4(f) Other consumer loans.

Report the total fair value of all asset-backed securities
collateralized by other consumer loans, i.e., loans to
individuals for household, family, and other personal
expenditures as defined for Schedule HC-C, items 6(b)
and 6(c), excluding automobile loans as described in
Schedule HC-D, Memorandum item 4(e), above.

Line Iltem M4(g) Commercial and industrial loans.

Report the total fair value of all asset-backed securities
collateralized by commercial and industrial loans, i.e.,
loans for commercial and industrial purposes to sole
proprietorships, partnerships, corporations, and other
business enterprises, whether secured (other than by real
estate) or unsecured, single-payment or installment, as
defined for Schedule HC-C, item 4.

Line Item M4(h) Other.

Report the total fair value of all asset-backed securities
collateralized by loans other than those included in
Schedule HC-D, Memorandum items 4(a) through 4(g),
above, i.e., loans as defined for Schedule HC-C, items 2,
3, and 7 through 9 and lease financing receivables as
defined for Schedule HC-C, item 10.

Line ltem M5 Collateralized debt obligations.

Report in the appropriate subitem the total fair value of
al collateralized debt obligations (CDOs) held for trad-
ing. For purposes of thisitem, CDOs are defined as debt
securities backed by bonds, investments, receivables,
credit derivatives, and other assets. Exclude asset-backed
securities that are backed by mortgage loans, non-
mortgage loans, and lease financing receivables included
in Schedule HC-D, Memorandum items 4(a) through
4(h), above.

Line Iltem M5(a) Synthetic.

Report the fair value of all collateralized debt obligations
(CDOs) that are backed by credit derivatives referencing
specific obligors and/or instruments as opposed to being
backed by specific reference assets other than credit
derivatives.
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Line Item M5(b) Other.

Report the fair value of all collateralized debt obligations
(CDOs) that do not meet the definition of a Synthetic
CDO in Schedule HC-D, Memorandum item 5(a), above.

Lineltem M6 Retained beneficial interestsin
securitizations (first-loss or equity tranches).

Report the total fair value of assets held for trading that
represent interests that continue to be held by the bank
holding company following a securitization (as defined
by FASB Statement No. 140, Accounting for Transfers
and Servicing of Financial Assets and Extinguishments
of Liabilities) to the extent that such interests will absorb
losses resulting from the underlying assets before those
losses affect outside investors. Examples of such items
include credit-enhancing interest-only strips (as defined
in the instructions for Schedule HC-R, item 10) and
residual interestsin securitization trusts (as defined in the
instructions for Schedule HC-R, item 50).

Lineltem M7 Equity securities.

Report in the appropriate subitem the total fair value of
al equity securities held for trading. Include equity
securities classified as trading with readily determinable
fair values as defined by FASB Statement No. 115,
Accounting for Certain Investments in Debt and Equity
Securities, and those equity securities that are outside the
scope of Statement No. 115.

Line ltem M7(a) Readily determinable fair values.

Report the total fair value of al equity securities held for
trading that are within the scope of FASB Statement No.
115.

Line ltem M7(b) Other.

Report the total fair value of all equity securities held for
trading other than those included in Schedule HC-D,
Memorandum item 7(a), above.

Line Iltem M8 Loans pending securitization.

Report the total fair value of al loans included in
Schedule HC-D, items 6(a) through 6(d), that are held for
securitization purposes. Report such loans in this item
only if the bank holding company expects the securitiza-
tion transaction to be accounted for as a sale under FASB
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Statement No. 140, Accounting for Transfers and Servic-
ing of Financial Assets and Extinguishments of Liabili-
ties.

Lineltem M9 Other trading assets.

Disclose in Memorandum items 9(a) through 9(c) each
component of Schedule HC-D, item 9, “Other trading
assets,” and the fair value of such component, that is
greater than $25,000 and exceeds 25 percent of the
amount reported for this item. For each component of
other trading assets that exceeds this disclosure thresh-
old, describe the component with a clear but concise
caption in Memorandum items 9(a) through 9(c). These
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descriptions should not exceed 50 characters in length
(including spacing between words).

Line ltem M10 Other trading liabilities.

Disclose in Memorandum items 10(a) through 10(c) each
component of Schedule HC-D, item 13(b), “Other trad-
ing liabilities,” and the fair value of such component, that
is greater than $25,000 and exceeds 25 percent of the
amount reported for this item. For each component of
other trading liabilities that exceeds this disclosure
threshold, describe the component with a clear but con-
cise caption in Memorandum items 10(a) through 10(c).
These descriptions should not exceed 50 characters in
length (including spacing between words).
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LINE ITEM INSTRUCTIONS FOR
Deposit Liabilities
Schedule HC-E

General Instructions

A complete discussion of deposits is included in the
Glossary entry entitled “‘deposits”” That discussion
addresses the following topics and types of deposits in
detail:

(1) FDI Act definition of deposits;

(2) demand deposits;

(3) savings deposits;

(4) time deposits;

(5) time certificates of deposit;

(6) time deposits, open account;

(7) transaction accounts,

(8) nontransaction accounts,

(99 NOW accounts;
(10) ATS accounts;
(12) telephone or preauthorized transfer accounts;
(12) money market deposit accounts (MMDAS);
(13) interest-bearing accounts; and
(14) noninterest-bearing accounts.

Additional discussions pertaining to deposits are aso
found under separate Glossary entries for the following:

(1) borrowings and deposits in foreign offices;
(2) brokered deposits;

(3) dedler reserve accounts,

(4) hypothecated deposits;

(5) letters of credit (for letters of credit sold for cash and
travelers' letters of credit);

(6) overdrafts;
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(7) pass-through reserve balances;
(8) placements and takings; and

(9) reciprocal balances.

NOTE: For purposes of this report, IBFs of subsidiary
depository institutions of the reporting bank holding
company are to be treated as foreign offices and their
deposit liabilities should be excluded from this schedule.

Definitions

The term *deposits” is defined in the Glossary and
follows the definition of deposits used in the Federal
Deposit Insurance Act. Reciprocal demand deposits
between the domestic offices of the reporting bank
holding company and the domestic offices of other
depository institutions that are not consolidated on this
report may be reported net when permitted by generally
accepted accounting principles (GAAP). (See the Glos-
sary entry for *“*reciprocal balances.”)

The following are not reported as deposits:

(1) Deposits received in one office of a depository
ingtitution for deposit in another office of the same
depository institution.

(2) Outstanding drafts (including advices or authoriza-
tions to charge the depository institution’s balance in
another depository institution) drawn in the regular
course of business by the reporting depository insti-
tution on other depository ingtitutions, including
so-called ** suspense depository accounts’ (report as
a deduction from the related ** due from” account).

(3) Trust funds held in the bank’s own trust department
that the bank keeps segregated and apart from its
general assets and does not use in the conduct of its
business.
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(4) Deposits accumulated for the payment of personal
loans (i.e., hypothecated deposits), which should be
netted against loans in Schedule HC-C, Loans and
Lease Financing Receivables.

(5) All obligations arising from assets sold under agree-
ments to repurchase.

(6) Overdrafts in deposit accounts. Overdrafts are to be
reported as loans in Schedule HC-C, and not as
negative deposits. Overdrafts in a single type of
related transaction accounts (e.g., related demand
deposits or related NOW accounts, but not a combi-
nation of demand deposit accounts and NOW ac-
counts) of a single legal entity that are established
under a bona fide cash management arrangement
by this legal entity are not to be classified as loans
unlessthere isanet overdraft position in the accounts
taken as awhole. Such accounts are regarded as, and
function as, one account rather than as multiple
separate accounts.

(7) Time deposits sold (issued) by a subsidiary bank of
the consolidated bank holding company that have
been purchased subsequently by a holding company
subsidiary in the secondary market (typicaly as a
result of the holding company’s trading activities)
and have not resold as of the report date. For
purposes of these reports, a holding company (or its
subsidiaries) that purchases a time deposit a subsid-
iary has issued is regarded as having paid the time
deposit prior to maturity. The effect of the transaction
is that the consolidated bank holding company has
cancelled aliability as opposed to having acquired an
asset for its portfolio.

The following are reported as deposits:

(1) Deposits of trust funds standing to the credit of other
banks and all trust funds held or deposited in any
department of a subsidiary depository institution of
the reporting bank holding company other than the
trust department.

(2) Escrow funds.

(3) Payments collected by a depository institution sub-
sidiary on loans secured by real estate and other loans
serviced for others that have not yet been remitted to
the owners of the loans.

(4) Credit balances resulting from customers’ overpay-
ments of account balances on credit cards and related
plans.
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(5) Funds received or held in connection with checks or
drafts drawn by a subsidiary depository institution of
the reporting bank holding company and drawn on,
or payable at or through, another depository insti-
tution either on a zero-balance account or on an
account that is not routinely maintained with suffi-
cient balances to cover checks drawn in the normal
course of business (including accounts where funds
are remitted by a subsidiary depository institution of
the reporting bank holding company only when it has
been advised that the checks or drafts have been
presented).

(6) Funds received or held in connection with traveler's
checks and money orders sold (but not drawn) by a
subsidiary depository institution of the reporting
bank holding company, until the proceeds of the sale
are remitted to another party, and funds received or
held in connection with other such checks used (but
not drawn) by a subsidiary depository institution of
the reporting bank holding company, until the amount
of the checks is remitted to another party.

(7) Checks drawn by a subsidiary depository institution
of the reporting bank holding company on, or pay-
able a or through, a Federa Reserve Bank or a
Federal Home Loan Bank.

(8) Refundable loan commitment fees received or held
by a subsidiary depository institution of the reporting
bank holding company prior to loan closing.

(9) Refundable stock subscription payments received or
held by the reporting bank holding company prior to
the issuance of the stock. (Report nonrefundable
stock subscription paymentsin Schedule HC-G, item
4, ““Other” liahilities.)

In addition, the gross amount of debit items (**throw-
outs,” ‘‘bookkeepers cutbacks,” or “rejects’) that can-
not be posted to the individual deposit accounts without
creating overdrafts or for some other reason, but which
have been charged to the control accounts of the various
deposit categories on the general ledger, should be cred-
ited to (added back to) the appropriate deposit control
totals and reported in Schedule HC, item 11, * Other
assets”’

Lineltem 1 Deposits held in domestic offices of
commercial bank subsidiaries of the reporting bank
holding company.

Report in items 1(a) through 1(e) below deposits held
in domestic offices of the commercial bank subsidiaries
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of the reporting bank holding company that are consoli-
dated by the holding company on this report.

For purposes of this item, commercial bank subsidiaries
cover al banks that file the commercial bank Consoli-
dated Reports of Condition and Income (FFIEC 031,
041). See the Glossary entry for **Domestic Office’” for
the definition of this term.

If the reporting bank holding company consolidates a
subsidiary foreign bank on this report, items 1(a) through
1(e) must also include deposits held in the U.S. offices of
such foreign bank subsidiaries.

Lineltem 1(a) Demand deposits.

Report all demand deposits, including any matured time
deposits that have not automatically been renewed, as
defined in the Glossary entry for ** deposits.”

Include the following:

(1) Noninterest-bearing deposits that are payable imme-
diately on demand or issued with an original maturity
of less than seven days, or that are payable with less
than seven days notice, or for which the bank subsid-
iary does not reserve the right to require at least
seven days written notice of an intended withdrawal.

(2) Unpaid depositors' checks that have been certified.

(3) Cashiers' checks, money orders, or other officers
checks issued for any purpose including those issued
in payment for services, dividends, or purchases that
are drawn on a consolidated bank subsidiary of the
reporting bank holding company by any of its duly
authorized officers and that are outstanding on the
report date.

(4) Outstanding travelers' checks, travelers' letters of
credit, or other letters of credit (less any outstanding
drafts accepted thereunder) sold for cash or its
equivalent by the consolidated bank holding com-
pany organization or its agents.

(5) Outstanding drafts and bills of exchange accepted by
the consolidated bank holding company organization
or its agents for money or its equivalent, including
drafts accepted against a letter of credit issued for
money or its equivalent.

(6) Checks or drafts drawn by, or on behaf of, a
non-U.S. office of a subsidiary bank of the reporting
bank holding company on an account maintained at a
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U.S. office of the bank subsidiary. Such drafts are, for
the Consolidated Financial Statements for Bank
Holding Companies, the same as officers checks.
This would include **London checks,” **Eurodollar
bills payable checks,” and any other credit items that
the domestic bank issues in connection with such
transactions.

Line Item 1(b) NOW, ATS, and other transaction
accounts.

Report in this item all accounts subject to negotiable
orders of withdrawal (i.e, NOW accounts), al ATS
accounts (that is, accounts subject to automatic transfer
from savings accounts), and all other transaction ac-
counts, excluding demand deposits.

Other transaction accounts include the following:

(1) Accounts (other than MMDAS) that permit third
party payments through automated teller machines
(ATMs) or remote service units (RSUs).

(2) Accounts (other than MMDAS) that permit third
party payments through the use of checks, drafts,
negotiable instruments, debit cards, or other similar
items.

(3) Accounts (other than MMDAS) if more than six of
the following transactions per calendar month are
permitted to be made by telephone or preauthorized
order or instruction:

(a) payments or transfers to third parties;

(b) transfers to another account of the depositor at
the same institution; and

(c) transfers to an account at another depository
institution.

Line Item 1(c) Money market deposit accounts
and other savings accounts.

Report in this item all savings deposits held in the
subsidiary commercia banks consolidated in this report
by the reporting bank holding company, other than NOW
accounts, ATS accounts, or other transaction accounts
that are in the form of savings deposits.

Include the following in this item:

(1) Money market deposit accounts (MMDAS).
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(2) Savings deposits subject to telephone and preautho-
rized transfers where the depositor is not permitted or
authorized to make more than six withdrawals per
month for purposes of transferring funds to another
account or for making a payment to a third party
by means of preauthorized or telephone agreement,
order, or instruction.

(3) Savingsdeposits subject to no more than six transfers
per month for purposes of covering overdrafts (i.e.,
overdraft protection plan accounts).

(4) All other savings deposits that are not classified as
transaction accounts (e.g., regular savings and pass-
book savings accounts).

(5) Interest paid by crediting the savings deposit ac-
counts defined by paragraphs (1) through (4) in this
item.

Exclude the following from this item:

(1) NOW accounts (including ““ Super NOWS") and ATS
accounts (report in item 1(b) above).

(2) Overdraft protection plan accounts that permit more
than six transfers per month (report in item 1(a) as a
demand deposit).

(3) Savings deposits subject to telephone or preautho-
rized transfer (report in item 1(b) above), unless the
depositor is not permitted or not authorized to make
more than six withdrawals per month for purposes of
transferring funds to another account or for making a
payment to a third party by means of preauthorized
or telephone agreement, order, or instruction.

(4) Special passbook or statement accounts, such as
““90-day notice accounts,” ‘‘golden passbook ac-
counts,” or deposits labeled as ** savings certificates,”
that have a specified original maturity of seven days
or more (report as time deposits in item 1(d) or 1(e)
below).

(5) Interest accrued on savings deposits but not yet paid
or credited to a deposit account (exclude from this
schedule and report in Schedule HC, item 20, ** Other
liabilities™).

Line Item 1(d) Time deposits of less than

$100,000.

Report in thisitem all time deposits with balances of less
than $100,000 that are held in domestic offices of the
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commercial bank subsidiaries of the reporting bank hold-
ing company. This item includes both time certificates
of deposit and open-account time deposits with balances
of less than $100,000, regardliess of negatiability or
transferability.

Include the following:

(1) Time deposits (as defined in the Glossary entry for
“deposits’), which are deposits with original maturi-
ties of seven days or more, that are not classified as
transaction accounts and that have balances of less
than $100,000.

(2) Interest paid by crediting nontransaction time deposit
accounts with balances of less than $100,000.

(3) Time deposits issued to deposit brokers in the form
of large ($100,000 or more) certificates of deposit
that have been participated out by the broker in
shares of less than $100,000. In addition, if the bank
subsidiary hasissued a master certificate of deposit to
adeposit broker in an amount that exceeds $100,000
and under which brokered certificates of deposit are
issued in $1,000 amounts (so-called "retail brokered
deposits'), individual depositors who purchase mul-
tiple certificates issued by the bank subsidiary nor-
mally do not exceed the applicable deposit insurance
limit (either $100,000 or $250,000). Under current
deposit insurance rules the deposit broker is not
required to provide information routinely on these
purchasers and their account ownership capacity to
the bank subsidiary issuing the deposits. If this
information is not readily available to the issuing
bank subsidiary, these brokered certificates of deposit
in $1,000 amounts should be reported in this item as
time deposits of less than $100,000.

Exclude from this item all time deposits with balances of
$100,000 or more (report in item 1(e) below).

Line Iltem 1(e) Time deposits of $100,000 or more.

Report in this item al time deposits, including time
certificates of deposit and open-account time deposits
with balances of $100,000 or more, regardless of nego-
tiability or transferability that are held in the commercial
bank subsidiaries of the reporting bank holding company.

Include the following:
(1) Time deposits (as defined in the Glossary entry for

““deposits’), which are deposits with original maturi-
ties of seven days or more, that are not classified
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astransaction accounts and that have bal ances of $100,000
or more.

(1) Interest paid by crediting nontransaction time deposit
accounts with balances of $100,000 or more.

Exclude the following:

(1) All time deposits issued to deposit brokers in the
form of large ($100,000 or more) certificates of
deposit that have been participated out by the broker
in shares of less than $100,000 (report in item 1(d)).

(2) All time deposits with balances of less than $100,000
(report in item 1(d)),

NOTE: Bank holding companies should include as time
deposits of their commercial bank subsidiaries of
$100,000 or more those time deposits originally issued in
denominations of less than $100,000 but that, because of
interest paid or credited, or because of additional depos-
its, now have a balance of $100,000 or more.

Lineltem 2 Deposits held in domestic offices of
other depository institutions that are subsidiaries of
the reporting bank holding company.

NOTE: Items 2(a) through 2(e) are to be completed only
by bank holding companies that have depository institu-
tions other than banks as subsidiaries.

Report in items 2(a) through 2(e) below deposits held in
domestic offices of other depository institutions that are
subsidiaries of the reporting bank holding company and
that are consolidated by the holding company on this
report.

For purposes of this item, other depository institutions
cover depository institutions other than commercial
banks (as defined in item 1 of this schedule) that are
consolidated subsidiaries of the reporting bank holding
company. Such depository institutions may include sav-
ings and loan or building and loan associations, deposi-
tory trust companies, or other institutions that accept
deposits that do not submit the commercial bank Reports
of Condition and Income (FFIEC 031, 041).

Exclude Edge and Agreement Corporations from the
coverage of “other depository institutions” for purposes
of this item. Domestic offices are those offices located in
the fifty states of the United States and the District of
Columbia
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Line Item 2(a) Noninterest-bearing balances.

Report al noninterest-bearing deposits, including any
matured time or savings deposits that have not automati-
cally been renewed, as defined in the Glossary entry for
“deposits,’ that are held in domestic offices of *‘other
depository institutions’ that are subsidiaries consolidated
on the reporting bank holding company’s financial state-
ments. Include any deposit account on which the issuing
depository institution pays no compensation.

Line Item 2(b) NOW, ATS, and other transaction
accounts.

Report in this item all accounts subject to negotiable
orders of withdrawal (i.e., NOW accounts), al ATS
accounts (that is, accounts subject to automatic transfer
from savings accounts), and all other transaction accounts
that are held in domestic offices of the * other depository
ingtitution” subsidiaries of the reporting bank holding
company.

Other transaction accounts include the following:

(1) Accounts (other than MMDAS) that permit third
party payments through automated teller machines
(ATMs) or remote service units (RSUS).

(2) Accounts (other than MMDAS) that permit third
party payments through the use of checks, drafts,
negotiable instruments, debit cards, or other similar
items.

(3) Accounts (other than MMDAYS) if more than six of
the following transactions per calendar month are
permitted to be made by telephone or preauthorized
order or instruction:

(a) payments or transfers to third parties;

(b) transfers to another account of the depositor at
the same institution; and

(c) transfers to an account at another depository
institution.

Line Item 2(c) Money market deposit accounts
and other savings accounts.

Report in this item all savings deposits held in the
subsidiary depository institutions (other than commercial
banks) consolidated in this report by the reporting bank
holding company, other than NOW accounts, ATS
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accounts, or other transaction accounts that are in the
form of savings deposits.

Include in this item the following:

(1) Savings deposits subject to telephone and preautho-
rized transfers where the depositor is not permitted or
authorized to make more than six withdrawals per
month for purposes of transferring funds to another
account or for making a payment to a third party
by means of preauthorized or telephone agreement,
order, or instruction.

(2) Savings deposits subject to no morethan six transfers
per month for purposes of covering overdrafts (i.e.,
overdraft protection plan accounts).

(3) All other savings deposits that are not classified as
transaction accounts (e.g., regular savings and pass-
book savings accounts).

(4) Interest paid by crediting the savings deposit ac-
counts defined by paragraphs (1) through (4) in this
item.

Exclude from this item the following:

(1) NOW accounts and AT S accounts (report in item 2(b)
above).

(2) Overdraft protection plan accounts that permit more
than six transfers per month (report in item 2(a) as
noninterest-bearing balances).

(3) Savings deposits subject to telephone or preautho-
rized transfer (report in item 2(b) above), unless the
depositor is not permitted or not authorized to make
more than six withdrawals per month for purposes of
transferring funds to another account or for making a
payment to a third party by means of preauthorized
or telephone agreement, order, or instruction.

(4) Interest accrued on savings deposits but not yet paid
or credited to a deposit account (exclude from this
schedule and report in Schedule HC, item 20, ** Other
liabilities™).

Line ltem 2(d) Time deposits of less than
$100,000.

Report in thisitem all time deposits with balances of less
than $100,000 that are held in domestic offices of *“ other
depository institutions” (other than commercial banks),
as defined in item 2 above that are subsidiaries of the
reporting bank holding company. Thisitem includes both
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time certificates of deposit and open-account time depos-
its with balances of less than $100,000, regardiess of
negotiability or transferability.

Include the following:

(1) Time deposits (as defined in the Glossary entry for
““deposits’), which are deposits with original maturi-
ties of seven days or more, that are not classified as
transaction accounts and that have balances of less
than $100,000.

(2) Interest paid by crediting nontransaction time deposit
accounts with balances of less than $100,000.

(3) Time deposits issued to deposit brokers in the form
of large ($100,000 or more) certificates of deposit
that have been participated out by the broker in
shares of less than $100,000. In addition, if the
depository institution has issued a master certificate
of deposit to a deposit broker in an amount that
exceeds $100,000 and under which brokered certifi-
cates of deposit are issued in $1,000 amounts (so-
called "retail brokered deposits'), individual deposi-
tors who purchase multiple certificates issued by the
depository institution normally do not exceed the
applicable deposit insurance limit (either $100,000 or
$250,000). Under current deposit insurance rules the
deposit broker is not required to provide information
routinely on these purchasers and their account own-
ership capacity to the depository institution issuing
the deposits. If this information is not readily avail-
able to the issuing depository institution, these bro-
kered certificates of deposit in $1,000 amounts
should be reported in this item as time deposits of
less than $100,000.

Exclude from thisitem all time deposits with balances of
$100,000 or more (report in item 2(e) below).

Line Item 2(e) Time deposits of $100,000 or more.

Report in this item al time deposits, including time
certificates of deposit and open-account time deposits
with balances of $100,000 or more, regardless of nego-
tiability or transferability that are held in depository
ingtitutions (other than commercial banks) that are sub-
sidiaries of the reporting bank holding company.

Include the following:

(1) Time deposits (as defined in the Glossary entry for
“deposits’), which are deposits with original maturi-
ties of seven days or more, that are not classified as
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transaction accounts and that have balances of $100,000
or more.

(1) Interest paid by crediting nontransaction time deposit
accounts with balances of $100,000 or more.

Exclude the following:

(1) All time deposits issued to deposit brokers in the
form of large ($100,000 or more) certificates of
deposit that have been participated out by the broker
in shares of less than $100,000 (report in item 2(d)).

(2) All time deposits with balances of less than $100,000
(report in item 2(d)),

NOTE: Bank holding companies should include as time
deposits held in their depository institution subsidiaries
(other than commercial banks) with balances of $100,000
or more, those time deposits originally issued in denomi-
nations of less than $100,000 but that, because of interest
paid or credited, or because of additional deposits, now
have a balance of $100,000 or more.

Memoranda

Lineltem M1 Brokered deposits less than
$100,000 with a remaining maturity of one year or
less.

Report in this item those brokered time deposits included
initems 1 or 2 above that are issued in denominations of
less than $100,000 with a remaining maturity of one year
or less and are held in domestic offices of commercial
banks or other depository institutions that are subsidiaries
of the reporting bank holding company. Remaining matu-
rity is the amount of time remaining from the report date
until the final contractual maturity of a brokered deposit.
Include in this item time deposits issued to deposit
brokers in the form of large ($100,000 or more) certifi-
cates of deposit that have been participated out by the
broker in shares of less than $100,000. Also report in this
item al brokered demand and savings deposits with
balances of less than $100,000. See the Glossary entries
for *Brokered deposits’ and * Brokered retail deposits’
for additional information.
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Lineltem M2 Brokered deposits less than
$100,000 with a remaining maturity of more than
one year.

Report in thisitem those brokered time deposits included
initems 1 or 2 above that are issued in denominations of
less than $100,000 with a remaining maturity of more
than one year and are held in domestic offices of commer-
cial banks or other depository institutions that are subsid-
iaries of the reporting bank holding company. Remaining
maturity is the amount of time remaining from the report
date until the final contractual maturity of a brokered
deposit. Include in this item time deposits issued to
deposit brokers in the form of large ($100,000 or more)
certificates of deposit that have been participated out by
the broker in shares of less than $100,000. See the
Glossary entries for ** Brokered deposits”’ and ** Brokered
retail deposits” for additional information.

Line Item M3 Time deposits of $100,000 or more
with a remaining maturity of one year or less.

Report in this item time deposits included in items 1(€)
and 2(e) above that are issued in denominations of
$100,000 or more with a remaining maturity of one year
or less. Remaining maturity is the amount of time
remaining from the report date until the final contractual
maturity of a time deposit. Exclude from this item time
deposits issued to deposit brokers in the form of large
($100,000 or more) certificates of deposit that have been
participated out by the broker in shares of less than
$100,000.

Line Item M4 Foreign office time deposits with a
remaining maturity of one year or less.

Report al time depositsin foreign offices with remaining
maturities of one year or less. Remaining maturity is the
amount of time remaining from the report date until the
final contractual maturity of a time deposit. The time
deposits included in this item will also have been
included in Schedule HC, item 13(b).
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LINE ITEM INSTRUCTIONS FOR

Other Assets
Schedule HC-F

General Instructions

Complete this schedule for the fully consolidated bank
holding company. Eliminate al intercompany balances
between offices, subsidiaries, and other entities included
in the scope of the consolidated bank holding company.

Lineltem 1 Accrued interest receivable.

Report the amount of interest earned or accrued on
earning assets and applicable to current or prior periods
that has not yet been collected. Accrued interest on
securities purchased may be reported in this item, or in
item 5 below, if accounted for separately from ** accrued
interest receivable” in the bank holding company’s
records.

Exclude retained interest in accrued interest receivable
related to securitized credit cards (report in Schedule
HC-F, item 6).

Lineltem 2 Net deferred tax assets.

Report the net amount after offsetting deferred tax assets
(net of valuation allowance) and deferred tax liabilities
measured at the report date for a particular tax jurisdic-
tion if the net result is a debit balance. If the result for a
particular tax jurisdiction is a net credit balance, report
the amount in Schedule HC-G, item 2, ““ Net deferred tax
liabilities.” If the result for each tax jurisdiction is a
net credit balance, enter azero or theword **none” inthis
item. (A bank holding company may report a net deferred
tax debit, or asset, for one tax jurisdiction, such as for
federal income tax purposes, and also report at the same
time a net deferred tax credit, or liability, for another tax
jurisdiction, such as for state or local income tax pur-
poses.)

For further information on calculating deferred taxes for
different tax jurisdictions, see the Glossary entry for
“income taxes.”
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Line ltem 3 Interest-only strips receivable (not in
the form of a security) on:

As defined in FASB Statement No. 140, “‘Accounting for
Transfers and Servicing of Financial Assets and Extin-
guishments of Liabilities,” an interest-only strip receiv-
able is the contractual right to receive some or all of the
interest due on a bond, mortgage loan, collateralized
mortgage obligation, or other interest-bearing financial
asset. This includes, for example, contractua rights to
future interest cash flows that exceed contractually speci-
fied servicing fees on financial assets that have been sold.
Report in the appropriate subitem interest-only strips
receivable not in the form of a security that are measured
a fair value like available-for-sale securities.r Report
unrealized gains (losses) on these interest-only strips
receivable in Schedule HC, item 26(b), **‘Accumulated
other comprehensive income.”

Exclude from this item interest-only strips receivable in
the form of a security, which should be reported as
available-for-sale securities in Schedule HC, item 2(b),
or as trading assets in Schedule HC, item 5, as appropri-
ate. Also exclude interest-only strips not in the form of
a security that are held for trading, which should be
reported in Schedule HC, item 5.

Line Item 3(a) Mortgage loans.
Report the fair value of interest-only strips receivable
(not in the form of a security) on mortgage loans.

Line Item 3(b) Other financial assets.

Report the fair value of interest-only strips receivable
(not in the form of a security) on financial assets other
than mortgage loans.

1. Aninterest-only strip receivableis not in the form of a security if the
strip does not meet the definition of a security in FASB Statement No. 115,
“Accounting for Certain Investments in Debt and Equity Securities.”
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Lineltem 4 Equity securities that do not have
readily determinable fair values.

Report the historical cost of equity securities without
readily determinable fair values. These equity securities
are outside the scope of FASB Statement No. 115,
“Accounting for Certain Investments in Debt and Equity
Securities” An equity security does not have a readily
determinable fair value if sales or bid-and-asked quota-
tions are not currently available on a securities exchange
registered with the Securities and Exchange Commission
(SEC) and are not publicly reported by the Nationa
Association of Securities Dealers Automated Quotations
systems or the National Quotation Bureau. The fair value
of an equity security traded only in a foreign market is
not of a breadth and scope comparable to one of the U.S.
markets referenced above.

Equity securities that do not have readily determinable
fair values may have been purchased by the reporting
bank holding company or acquired for debts previously
contracted.

Include in thisitem:
(1) Paid-in stock of a Federal Reserve Bank.

(2) Common and preferred stocks that do not have
readily determinable fair values, such as stock of
bankers' banks and Class B voting common stock of
the Federal Agricultural Mortgage Corporation
(Farmer Mac).

(3) Stock of a Federal Home Loan Bank.

(4) “Redtricted stock,” as defined in FASB Statement
No. 115, i.e, equity securities for which sale is
restricted by governmental or contractual require-
ment (other than in connection with being pledged as
collateral), except if that reguirement terminates
within one year or if the holder has the power by
contract or otherwise to cause the requirement to be
met within one year.

(5) Participation certificatesissued by a Federal Interme-
diate Credit Bank, which represent nonvoting stock
of the bank.

(6) Minority interests held by the reporting bank holding
company in any company not meeting the definition
of associated company, except minority holdings that
indirectly represent premises of the bank holding
company (report in Schedule HC, item 6) or other
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real estate owned (report in Schedule HC, item 7),
provided that the fair value of any capital stock
representing the minority interest is not readily deter-
minable. (See the Glossary entry for “subsidiaries”
for the definition of associated company.)

(7) Equity holdings in those corporate ventures over
which the reporting bank does not exercise signifi-
cant influence, except equity holdings that indirectly
represent premises of the bank holding company
(report in Schedule HC, item 6) or other real estate
owned (report in Schedule HC, item 7). (See the
Glossary entry for ““ subsidiaries’ for the definition of
corporate joint venture.)

Exclude from this item:

(1) Holdings of capital stock of and investments in
unconsolidated subsidiaries, associated companies,
and those corporate joint ventures over which the
reporting bank holding company exercises signifi-
cant influence (report in Schedule HC, item 8,
“Investments in unconsolidated subsidiaries and
associated companies”).

(2) Preferred stock that by its terms either must be
redeemed by the issuing enterprise or is redeemable
at the option of the investor (report in Sched-
ule HC-B, item 6, ' Other debt securities”).

Lineltem 5 Lifeinsurance assets.

Report the amount of the bank holding company’s hold-
ings of life insurance assets. Include the cash surrender
value of life insurance reported by the insurance carrier,
less any applicable surrender charges not reflected by the
carrier in this reported value, on al forms of permanent
life insurance policies owned by the bank holding com-
pany, its consolidated subsidiaries, and grantor (rabbi)
trusts established by the bank subsidiary or its consoli-
dated subsidiaries, regardless of the purposes for acquir-
ing the insurance and regardless of whether the insurance
isagenera account obligation of theinsurer or a separate
account obligation of the insurer. Permanent life insur-
ance refers to whole and universal life insurance, includ-
ing variable universal life insurance. Purposes for which
insurance may be acquired include offsetting pre- and
post-retirement costs for employee compensation and
benefit plans, protecting against the loss of key persons,
and providing retirement and death benefits to employ-
ees. Include as life insurance assets the bank holding
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company’s interest in insurance policies under split-
dollar life insurance arrangements with directors, offi-
cers, and employees under both the endorsement and
collateral assignment methods.

Lineltem 6 Other.

Report the amount of all other assets (other than those
reported in Schedule HC-F, items 1, 2, 3, 4, and 5 above)
which cannot properly be reported in Schedule HC,
items 1 through 10.

Include as all other assets:

(1) Prepaid expenses i.e., those applicable as a charge
against operations in future periods.

(2) Cost of issuing subordinated notes and debentures
and the cost of issuing notes payable to unconsoli-
dated special purpose entities that issue trust pre-
ferred securities, net of accumulated amortization.

(3) Automobiles, boats, equipment, appliances, and
similar personal property repossessed or otherwise
acquired for debts previously contracted.

(4) Derivative instruments that have a positive fair
value that the bank holding company holds for
purposes other than trading. For further informa
tion, see Glossary entry for *“ derivative contracts.”

(5) Accrued interest on securities purchased (or in line
item 1 above).

(6) Cash items not conforming to the definition of
*“Cash items in process of collection” found in the
instruction to Schedule HC, item 1(a).

(7) Credit or debit card sales slipsin process of collec-
tion until the reporting bank holding company has
been notified that it has been given credit (report
thereafter in Schedule HC, item 1(a), *“ Noninterest-
bearing balances and currency and coin™).

(8) Purchased computer software, net of accumulated
amortization, and unamortized costs of computer
software to be sold, leased, or otherwise marketed
capitalized in accordance with the provisions of
FASB Statement No. 86.

(9) Bullion (e.g., gold or silver) not held for trading
purposes.

(10) Origina art objects, including paintings, antique
objects, and similar valuable decorative articles
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(report at cost unless there has been a decline in
value, judged to be other than temporary, in which
case the object should be written down to its fair
value).

(11) Securities or other assets held in charitable trusts
(e.g., Clifford Trusts).

(12) The full amount (with the exceptions noted below)
of customers’ liability to the reporting bank holding
company on drafts and bills of exchange that have
been accepted by the reporting bank holding com-
pany, or by othersfor its account, and are outstand-
ing. The amount of customers liability to the
reporting bank holding company on its acceptances
that have not yet matured should be reduced only
when: (a) the customer anticipatesitsliability to the
reporting bank holding company on an outstanding
acceptance by making a payment to the bank
holding company in advance of the acceptance's
maturity that immediately reduces the customer’s
indebtedness to the bank holding company on such
an acceptance; or (b) the reporting bank holding
company acquires and holds its own acceptance.
See the Glossary entry for *‘bankers acceptances’
for further information.

(13) Furniture and equipment rented to others under
operating leases, net of accumulated depreciation.

(14) Ground rents.

(15) Customers liability for deferred payment letters of
credit.

(16) Reinsurance recoverables of insurance subsidiaries
from unaffiliated reinsurers only. (Also report, as
appropriate, in Schedule HC-I).

(17) “Separate account assets’ of insurance subsidi-
aries. (Also report, as appropriate, in Schedule
HC-I).

Exclude from all other assets:

(1) Redeemed U.S. savings bonds and food stamps
(report in Schedule HC, item 1(a), ‘‘Noninterest-
bearing balances and currency and coin”).

(2) Real estate owned or leasehold improvements to
property intended for future use as premises of the
bank holding company (report in Schedule HC,
item 6, *“ Premises and fixed assets”).
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(3) Accounts identified as **building accounts,” ‘‘con-
struction accounts,” or *‘ remodeling accounts” (report
in ScheduleHC, item 6, *“ Premises and fixed assets”).

(4) Redl estate acquired in any manner for debts previ-
oudly contracted (including, but not limited to, rea
estate acquired through foreclosure and rea estate
acquired by deed in lieu of foreclosure), even if the
bank holding company has not yet received title to
the property, and real estate collateral underlying a
loan when the bank holding company has obtained
physical possession of the collateral, regardless of
whether formal foreclosure proceedings have been
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ingtituted against the borrower (report as “‘All other
real estate owned’ in Schedule HC-M, item 13(b)).

(5) Due bills representing purchases of securities or
other assets by the reporting bank that have not yet
been delivered (report as loans in Schedule HC-C).

(6) Factored accounts receivable (report as loans in
Schedule HC-C).

Lineltem 7 Total.

Report the sum of items 1 through 6. This amount must
equal Schedule HC, item 11, *“ Other assets.”
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LINE ITEM INSTRUCTIONS FOR
Other Liabilities
Schedule HC-G

General Instructions

Complete this schedule for the fully consolidated bank
holding company. Eliminate al intercompany balances
between offices, subsidiaries, and other entities included
in the scope of the consolidated bank holding company.

Lineltem 1 Not applicable.
Lineltem 2 Net deferred tax liabilities.

Report the net amount after offsetting deferred tax assets
(net of valuation allowance) and deferred tax liabilities
measured at the report date for a particular tax jurisdic-
tion if the net result is a credit balance. If the result for a
particular tax jurisdiction is a net debit balance, report the
amount in Schedule HC-F, item 2, “Net deferred tax
assets.” If the result for each tax jurisdiction is anet debit
balance, enter a zero in this item. (A bank holding
company may report a net deferred tax debit, or asset, for
one tax jurisdiction, such as for federal income tax
purposes, and also report at the same time a net deferred
tax credit, or liability, for another tax jurisdiction, such as
for state or local income tax purposes.)

For further information on calculating deferred taxes for
different tax jurisdictions, see the Glossary entry for
“income taxes.”

Lineltem 3 Allowance for credit losses on
off-balance sheet credit exposures.

Report the amount of any allowance for credit 1osses on
off-balance sheet exposures established in accordance
with generally accepted accounting principles.

Lineltem 4 Other.

Report the amount of all other liabilities (other than those
reported in Schedule HC-G, items 2 and 3 above) that
cannot properly be reported in Schedule HC, items 13
through 19. Report the amount of interest on deposits,
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income taxes, interest on nondeposit liabilities, and other
expenses accrued through charges to expense during the
current or prior periods, but not yet paid or credited to a
deposit account.

Include as al other liabilities:
(1) Accounts payable.
(2) Deferred compensation liahilities.

(3) Dividends declared but not yet payable—Include
the amount of cash dividends declared on limited-
life preferred, perpetua preferred, and common
stock on or before the report date but not pay-
able until after the report date. (Report dividend
checks outstanding as deposit liabilities in Sched-
ule HC-E).

(4) Derivative instruments that have a negative fair
value that the reporting bank holding company
holds for purposes other than trading. For further
information, see Glossary entry for ‘‘derivative
contracts.”

(5) Deferred gains from sale-{easeback transactions.

(6) Unamortized loan fees, other than those that repre-
sent an adjustment of the interest yield, if material
(refer to the Glossary entry for “loan fees” for
further information).

(7) Bank holding company’s liability for deferred pay-
ment letters of credit.

(8) Recourseliability accounts arising from asset trans-
fers with recourse that are reported as sales.

(9) Claims and claims adjustment expense reserves of
insurance subsidiaries. (Also report, as appropriate,
in Schedule HC-1).

(10) Unearned premiumsof insurance subsidiaries. (Also
report, as appropriate, in Schedule HC-I).

HC-G-1



Schedule HC-G

(11) Policyholder benefits and contractholder funds of
insurance subsidiaries. (Also report, as appropriate,
on Schedule HC-1).

(12) **Separate account liahilities” of insurance sub-
sidiaries (Also report, as appropriate, in Sched-
ule HC-I).

(13) The full amount (except as noted below) of the
liability represented by drafts and bills of exchange
that have been accepted by the reporting bank
holding company, or by others for its account, and
that are outstanding. The bank holding company’s
liability on acceptances executed and outstanding
should be reduced prior to the maturity of such
acceptances only when the reporting bank holding
company acquires and holds its own acceptances,
i.e., only when the acceptances are not outstanding.
See the Glossary entry for *‘bankers acceptances’
for further information.

Exclude from al other liabilities (report in Schedule HC,
item 19(b), ““ Subordinated notes payable to unconsoli-
dated trusts issuing trust preferred securities, and trust
preferred securities issued by consolidated specia pur-
pose entities”):

(1) Instruments generally referred to as trust preferred
securities that areissued out of consolidated special
purpose entities. For further information, see the
Glossary entry for “Trust preferred securities
issued.”

(2) Notes payable to unconsolidated specia purpose
entities that issue trust preferred securities.

Exclude from all other liabilities (report in appropriate
items of Schedule HC-E, Deposit Liabilities):
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(1) Proceeds from sales of U.S. savings bonds.

(2) Withheld taxes, social security taxes, sales taxes, and
similar items.

(3) Mortgageand other escrow funds(e.g., fundsreceived
for payment of taxes or insurance), sometimes de-
scribed as mortgagors deposits or mortgage credit
balances.

(4) Undisbursed loan funds for which borrowers are
liable and on which they pay interest. The amounts of
such undisbursed funds should be included in both
loans and deposits.

(5) Funds held as dealer reserves (see the Glossary entry
for “deder reserve accounts’ for the definition of
this term).

(6) Payments collected by the bank holding company on
loans secured by real estate and other loans serviced
for others that have not yet been remitted to the
owners of the loans.

(7) Credit balances on credit cards and other revolving
credit plans as a result of customers’ overpayments.

Also exclude from al other liabilities due bills or similar
instruments representing the bank holding company’s
receipt of payment and the bank holding company’s
liability on capital lease obligations (report in Sched-
ule HC, item 16, * Other borrowed money”).

Lineltem 5 Total.

Report the sum of items 1 through 4. This amount must
equal Schedule HC, item 20, * Other liaghilities.”
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LINE INSTRUCTIONS FOR

Interest Sensitivity
Schedule HC-H

General Instructions

Schedule HC-H requests information related to interest
rate sensitivity.

Information for only selected assets and liabilities is
requested in this schedule. The schedule does not pro-
vide, nor isit intended to provide, a comprehensive view
of the interest rate sensitivity position of the reporting
bank holding company.

The information reported on this schedule must be
consolidated on the same basis as the rest of the Consoli-
dated Financial Statements for Bank Holding Compa-
nies. However, bank holding companies that have foreign
subsidiaries or subsidiaries with more than one office
in foreign countries (including offices of consolidated
foreign subsidiaries but excluding “shell” branches,
excluding offices in Puerto Rico or U.S. territories and
possessions, and excluding IBFs) have the option of
excluding the smallest of such non-U.S. offices from
coverage in this schedule. Such bank holding companies
may exclude the smallest of their offices in foreign
countries (other than *‘shell” branches) when arrayed
by total assets provided that the assets of the excluded
offices do not exceed 50 percent of the total assets of the
bank holding company’s offices (excluding “shells’) in
foreign countries and do not exceed 10 percent of the
total consolidated assets of the reporting bank holding
company as of the report date. (Note: In determining the
total assets of offices in foreign countries eligible for
exclusion from this schedule, bank holding companies
should exclude not only **shell”” branches but also offices
in Puerto Rico and U.S. territories and possessions,
domestic offices of Edge and Agreement subsidiaries,
and |BFs even though these are sometimes referred to as
“foreign” offices. Also, the asset totals for al officesin
foreign countries should be the component of the total
consolidated assets, i.e., should exclude all intracompany
transactions.)
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The assets and liabilitiesincluded in this schedule should
be reported without regard to the instruments’ repayment
schedules, by remaining maturity for transactions with
fixed or predetermined rates, and by repricing frequency
for transactions with floating or adjustable rates. (See
definitions of terms below.)

Alternatively, the bank holding company may, at its
option:

(1) continue to report its floating rate transactions by
the earliest repricing opportunity if its records pro-
vide repricing data on the length of time between the
report date and the date the rate can next change; and

(2) continue to report its multipayment transactions on
the basis of the scheduled contractual paymentsif its
records provide repricing data on the basis of these
scheduled contractual payments.

However, the reporting bank holding company must
apply either the first procedure in reporting this schedule
or the alternate procedure but it must apply one proce-
dure consistently for every transaction reported on this
schedule.

Definitions

A fixed interest rate is a rate that is specified at the
origination of the transaction, is fixed and invariable
during the term of the instrument, and is known to both
the borrower and the lender.

A predetermined interest rate is a rate that changes
during the term of the instrument on a predetermined
basis, with the exact rate of interest over the life of the
instrument known with certainty to both the borrower
and the lender when the instrument is acquired. Examples
of predetermined-rate transactions are as follows:

HC-H-1



Schedule HC-H

(1) Loansthat carry a specified interest rate, for, say, six
months and thereafter carry arate equal to a specific
percentage over the initia rate.

(2) Loans that carry a specified interest rate while the
loan amount is below a certain threshold amount but
carry a different specified rate above that threshold
(eg., aline of credit where the interest rate is 14%
when the unpaid balance of amounts advanced is
$100,000 or less, and 12% when the unpaid balance
is more than $100,000).

A floating or adjustable interest rate is arate that varies,
or can vary, in relation to an index, to some other interest
rate, such as the rate on certain U.S. government securi-
ties or the bank’s * prime rate,” or to some other variable
criterion the exact value of which cannot be known in
advance. Therefore, the exact rate the instrument carries
at any subsequent time cannot be known at the time of
origination. If the interest rate can float or be adjusted
daily, therate is considered immediately adjustable, even
if the rateis not, in fact, changed.

For purposes of this schedule, when the rate on an
instrument with afloating or adjustable rate can no longer
float because it has reached a floor or ceiling level, the
instrument is to be treated as *‘fixed rate”” rather than as
“floating rate”” until the rate is again free to float.

Remaining maturity is the amount of time remaining
from the report date until the final contractual maturity of
the instrument without regard to the instruments repay-
ment schedule, if any.

Repricing frequency is how often the contract permits the
interest rate on an instrument to be changed (e.g., daily,
monthly, quarterly, semiannually, annually) without re-
gard to the length of time between the report date and the
date the rate can next change.

Lineltem 1 Earning assets that are repriceable
within one year or mature within one year.

Report all assets that the consolidated bank holding
company considers earning assets that have a remaining
maturity of less than one year or where the repricing
frequency is less than one year.

Earning assets generaly include interest-bearing bal-
ances due from depository ingtitutions, securities, federal
funds sold and securities purchased under agreements to
resell, and loans and leases. Assets in these categories
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that are in nonaccrua status should be excluded from
earning assets.

Exclude trading account assets and equity securities.

Report in this item the following:

(1) Earning assets that have a fixed or predetermined
interest rate and that have a remaining maturity of
less than one year.

Note, however, bank holding companies with multi-
payment fixed rate earning assets may continue to
report the dollar amount of scheduled contractual
payments that are to berepaid in less than one year in
this item even though the remaining maturity of the
assets is one year or more provided all multipayment
transactions are reported in this manner. (See genera
instructions for this schedule.)

(2) Earning assets that have a floating or variable rate
contract that permits the interest rate on the asset to
change more often than once a year, i.e, has a
repricing frequency of less than one year (even
though the remaining maturity on the assets may be
one year or more).

Note, however, bank holding companies whose
records provide repricing data on the length of time
between the report date and the date the rate can next
change (i.e., by earliest repricing opportunity) may
continue to report in this item the dollar amount of
floating rate earning assets with an earliest repricing
opportunity of less than one year, even though the
repricing frequency is one year or more, provided
al floating rate transactions are reported on this
schedule in this manner. If a bank holding company
chooses to report its floating rate earning assets by
the earliest repricing opportunity, it should report in
this item the dollar amount of the contractual pay-
ments on its multipayment floating rate earning
assets that are scheduled to be repaid within one year
even if the earliest repricing opportunity and the
repricing frequency is one year or more. (See general
instructions for this schedule.)

Included in this item, if the repricing frequency or
remaining maturity are less than one year, are the
following:

(1) Leases, net of unearned income, as fixed rate
instruments.
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Note, however, bank holding companies may con-
tinue to report the change in the book value of the
lease payments that are to be repaid in less than one
year, net of unearned income provided they are
reporting on this schedule using the aternate pro-
cedure described in the general instructions to this
schedule. Any estimated residual value included in
the net book value should be reported if the fina
lease payment is scheduled to be made in less than
one year.

(2) All demand loans made solely on a demand basis
(i.e., without an aternate maturity date or without
repayment terms).

(3) Demand loans that have an aternate maturity date
or repayment terms, as fixed or floating rate instru-
ments, on the basis of the alternate maturity date.

(4) Credit cards and related plans with floating or
adjustable rates (e.g., where the rate varies, or can
vary, each hilling cycle). Where the bank holding
company in its contract with the borrower simply
reserves the right to change the interest rate on a
credit card or related plan, the plan should not be
considered to have a floating or adjustable rate.

Credit cards and related plans with fixed or prede-
termined rates are to be excluded from this item.

(5) Amortizing fixed rate mortgage loans that implic-
itly permit rate adjustments by having the note
mature at the end of an interval shorter than the
term of the amortization schedule unless the hold-
ing company made no promise to refinance the
loan, as a floating rate instrument.

(6) Student loans whose interest rate is adjusted peri-
odicaly by the U.S. government by means of
interest payments that include an amount of ** addi-
tional interest,” as floating rate instruments.

(7) Loans secured by rea estate that are held by the
holding company or its subsidiaries for sale and
delivery to the Federal National Mortgage Associa-
tion or other secondary market participants under
the terms of a binding commitment, on the basis of
the delivery date specified in the commitment.

(8) Floating rate loans on which the borrower has the
option at each repricing date to choose the next
repricing date, in accordance with the repricing
option currently in effect as of the report date.
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(9) Debt securities, without regard to their call date
unless the security has actually been called. When
fixed rate debt securities have been called, they
should be reported on the basis of the time remain-
ing until the call date.

(10) Mortgage pass-through certificates (such as those
issued by the Government National Mortgage
Association (GNMA), the Federa Home Loan
Mortgage Corporation (FHLMC), certain banks
and savings and loan associations, and securities
dealers) and al Small Business Administration
(SBA) * Guaranteed Loan Pool Certificates.”

(11) Fixed rate collateralized mortgage obligations
(CMOs) and similar instruments on the basis of the
time remaining until the stated final maturity of the
instrument, not the projected final maturity or
weighted average life of the instrument.

(12) Debt securities that provide the consolidated bank
holding company with the option to redeem them at
one or more specified dates prior to their contrac-
tual maturity date, so-called “‘put bonds,” on the
basis of earliest “put’” date for bonds.

(13) Zero coupon debt securities, as fixed rate debt
securities.

Lineltem 2 Interest-bearing deposit liabilities that
reprice within one year or mature within one year.

Report in this item al interest-bearing deposit liabilities
that have a time remaining to maturity of less than one
year and any other interest-bearing deposit liabilities that
have a repricing frequency of less than one year (regard-
less of the remaining maturity), without regard to sched-
uled contractual payments on deposits with multiple
maturities. The amount reported in this item should
be included in Schedule HC, item 13(a)(2), ‘‘Interest-
bearing deposits in domestic offices,” and item 13(b)(2),
“Interest-bearing deposits in foreign offices, Edge and
agreement subsidiaries, and IBFs.’

Do not report deposits in domestic offices classified as
demand or savings accounts (including money market
deposit accounts and all NOW accounts).

Note, however, bank holding companies choosing to
continue to report their multi-maturity deposits on the
basis of their scheduled contractual payments and their
floating rate deposits by earliest repricing opportunity
should report in this item the following:
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(1) the dollar amount of floating or variable rate deposits
that can be repriced in less than one year even if few,
if any, of the contractual payments are scheduled to
be repaid within one year. If the deposits have
multiple maturities and have some contractual pay-
ments scheduled to be repaid within one year, but
cannot be repriced for one year or more, include the
dollar amount of the contractual payments to be
repaid within one year. (See general instructions for
this schedule.)

(2) the dollar amount of the scheduled contractual pay-
ments that are to be repaid in less than one year if the
deposits have fixed or predetermined rates. (See
general instructions for this schedule.)

Lineltem 3 Long-term debt with a remaining
maturity of more than one year but reprices
within one year included in items 16 and 19(a) on
Schedule HC, Balance Shest.

Report debt issued by the consolidated bank holding
company that has a remaining maturity of more than one
year but that has arepricing frequency of lessthan ayear.

Include as long-term debt the following:

(1) Other borrowed money with aremaining maturity of
more than one year reported in Schedule HC, item 16
(excluding mortgage indebtedness and obligations
under capitalized leases reported on Schedule HC,
item 16);

(2) Mandatory convertible securities (included in Sched-
ule HC, item 19(a)); and

(3) Subordinated notes and debentures reported in Sched-
ule HC, item 19(a) (excluding limited-life preferred
stock and related surplus reported in Schedule HC,
item 19(a)).

Note, however, bank holding companies choosing to
continue to report their long-term debt that can be repaid
in more than one payment on the basis of their scheduled
contractual payments and their floating rate long-term
debt by earliest repricing opportunity should report the
following in this item:

(1) the dollar amount of floating or variable rate long-
term debt that can be repriced in less than one year
even if few, if any, of the contractual payments are
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scheduled to be repaid within one year. If the multi-
payment debt has some contractual payments sched-
uled to be repaid within one year, but cannot be
repriced for one year or more, include the dollar
amount of the contractual payments to be repaid
within one year. (See generd instructions for this
schedule.)

(2) the dollar amount of the scheduled contractual pay-
ments that are to be repaid in less than one year if the
long-term debt has fixed or predetermined rates. (See
general instructions for this schedule.)

Exclude from this item commercia paper, demand notes
issued to the U.S. Treasury, and other borrowings that
had a remaining maturity of one year or less, mortgage
indebtedness and obligations under capitalized leases
with a remaining maturity of more than one year that is
reported in Schedule HC, item 16, and limited-life pre-
ferred stock reported in Schedule HC, item 19(a).

Line ltem 4 Variable rate preferred stock
(includes both limited-life and perpetual preferred
stock).

Report the total amount outstanding of both limited-life
(reported in Schedule HC, item 19(a)), and perpetual
preferred stock that has a floating or adjustable rate (as
defined above).

(See the Glossary entry for “preferred stock,” for a
definition of limited-life or perpetual preferred stock.)

Lineltem 5 Long-term debt reported in
Schedule HC, item 19(a) on the Balance Sheet that
is scheduled to mature within one year.

Report all debt issued by the consolidated bank holding
company and reported in Schedule HC, item 19(a),
““ Subordinated notes and debentures,” that is scheduled
to mature within one year, regardiess whether the debt
has fixed or floating rates.

Include in this item the amount of such debt issued by the
consolidated bank holding company that is redeemable at
the option of the holder within one year, even when the
debt is scheduled to mature in more than one year.
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LINE ITEM INSTRUCTIONS FOR

Insurance-Related Underwriting Activities
(Including Reinsurance)

Schedule HC-

General Instructions

Schedule HC-I, Insurance-Related Underwriting Activi-
ties (Including Reinsurance), must be submitted by all
bank holding companies on a consolidated basis. Report
al items in this schedule in accordance with generally
accepted accounting principles (GAAP). Include all
insurance enterprises subject to FAS 60.

The term “subsidiary,” as defined in Section 225.2 of
Federal Reserve Regulation Y, generally includes compa
nies that are 25 percent or more owned or controlled by
another company. However, for purposes of reporting
“Total Assets’ in part |, item 2 and part 11, item 3, only
include the consolidated assets of those insurance under-
writing and reinsurance subsidiaries that are consolidated
for financial reporting purposes under GAAP and the net
investments in unconsolidated subsidiaries and associ-
ated companies that are accounted for under the equity
method of accounting. For purposes of reporting ‘“ Total
Equity” in part I, item 5 and part 1, item 6, include the
equity of subsidiaries that are fully consolidated under
GAAP. In addition, *“Net Income” in part I, item 6 and
Part I1, item 7, should include the net income of subsidi-
ariesthat are consolidated under GAAP and the reporting
bank holding company’s proportionate share of the net
income of unconsolidated subsidiaries and associated
companies that are accounted for under the equity method
of accounting.

See the Glossary entries for additional information on the
following terms: (1) Contractholder, (2) Insurance Com-
missions, (3) Insurance Underwriting, (4) Policyholder,
(5) Insurance Premiums, (6) Reinsurance, (7) Reinsur-
ance Recoverables, and (8) Separate Accounts.

Part I.
Assets

Property and Casualty
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Lineltem 1 Rensurance recoverables.

Report reinsurance recoverables from unaffiliated prop-
erty casualty reinsurers only.

Lineitem 2 Total assets.

Report the amount of total consolidated assets that are
specific to property casualty insurance underwriting
activities of the bank holding company. Include in total
assets the assets of all legal entities that are considered to
be an integral part of the company’s property casualty
insurance underwriting activities.

Liabilities

Lineitem 3 Claims and claims adjustment expense
I eser ves.

Report the liability for unpaid claims and claims adjust-
ment expense reserves, which represents the estimated
ultimate cost of settling claims, net of estimated recover-
ies, and including all costs expected to be incurred in
connection with the settlement of unpaid claims. Such
costs are accrued when an insured event occurs.

Lineitem 4 Unearned premiums.

Report the reserve for unearned premiums. Unearned
premiums represent the policy premiums associated with
the unexpired portion of the term of coverage.

Lineitem 5 Total equity.

Report the total equity capital of property casualty under-
writing subsidiaries that are consolidated under GAAP.
Lineitem 6 Net income.

Report the consolidated net income attributable to prop-
erty casualty insurance underwriting related activities of
the bank holding company. Include the net income of all
legal entities that are considered to be an integral part of
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the bank holding company’ s property and casualty insur-
ance underwriting activities.

Part Il1. Lifeand Health

Assets

Lineltem 1 Reinsurance recoverables.

Report reinsurance recoverables from unaffiliated life
and health reinsurers only.

Lineitem 2 Separate account assets.

Report al assets qualifying for separate account sum-
mary total presentation in the insurer’s balance sheet.
Include assets related to products in which the con-
tractholder and not the insurer retains all or most of the
investment and/or interest rate risk.

Lineitem 3 Total assets.

Report the amount of total consolidated assets that are
specific to life and health insurance underwriting activi-
ties of the bank holding company. Include in total assets
the assets of all legal entities that are considered to be an
integral part of the company’s life and health insurance
underwriting activities.

HC-1-2

Liabilities
Lineitem 4 Policyholder benefits and
contractholder funds.

Report the liability for future policy benefits, which
represents the present value of future policy benefits to
be paid to or on behalf of policyholders and related
expenses less the present value of future net premiums.
Also include contractholder funds that represent receipts
from the issuance of universal life, corporate owned life
insurance, pension investment and certain deferred annu-
ity contracts.

Lineitem 5 Separate account liabilities.

Report all liabilities qualifying for separate account
summary presentation in the insurer’ s balance sheet.

Lineitem 6 Total equity.

Report the equity capital of life and health underwriting
subsidiaries that are consolidated under GAAP.

Lineitem 7 Net income.

Report the consolidated net income attributable to life
and health insurance underwriting related activities of the
bank holding company. Include the net income of all
legal entities that are considered to be an integral part of
the bank holding company’s life and health insurance
underwriting activities.
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LINE ITEM INSTRUCTIONS FOR

Quarterly Averages
Schedule HC-K

General Instructions

Report for the items on this schedule the average of the
balances as of the close of business for each day for the
calendar quarter or an average of the balances as of the
close of business on each Wednesday during the calendar
quarter. For days that the bank holding company (or any
of its consolidated subsidiaries or branches) is closed
(e.g., Saturdays, Sundays, or holidays), use the amount
outstanding from the previous business day. An office is
considered closed if there are no transactions posted to
the general ledger as of that date.

ASsets
Lineltem 1 Securities.

Report the quarterly average for the fully consolidated
bank holding company’s holdings of securities. When
calculating quarterly averages for securities (not held for
trading) for purposes of this schedule, report the quar-
terly average amortized cost (or historical cost for equity
securities) for both held-to-maturity and available-for-
sale securities. Securities consist of U.S. Treasury and
U.S. Government agency obligations (as defined for
Schedule HC-B, items 1 and 2), state and local securities
(as defined Schedule HC-B, item 3), mortgage-backed
securities (MBS) (as defined for Schedule HC-B, item 4),
asset-backed securities (ABS) (as defined for Sche-
dule HC-B, item 5), other domestic debt securities (as
defined for Schedule HC-B, item 6(a)), foreign debt
securities (as defined for Schedule HC-B, item 6(b)), and
investments in mutual funds and other equity securities
with readily determinable fair values (as defined for
Schedule HC-B, item 7).

Lineltem 2 Federal funds sold and securities
purchased under agreements to resell.

Report the quarterly average for federa funds sold and
securities purchased under agreements to resell (as
defined in Schedule HC, item 3).
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Lineltem 3 Loans and leases.

Report the quarterly average for all loans and leases, net
of unearned income, in both domestic and foreign offices
of the reporting bank holding company (as defined for
Schedule HC-C, items 1 through 11).

Line Item 3(a) Loans secured by 1-4 family
residential properties in domestic offices.

Report the quarterly average for loans secured by 1-4
family residential properties (in domestic offices) (as
defined in Schedule HC-C, item 1(c), column B).

Line Item 3(b) All other loans secured by real
estate in domestic offices.

Report the quarterly average for all loans secured by real
estate, excluding those secured by 1-4 family residentia
properties (in domestic offices) (as defined in Schedule
HC-C, items 1(a), 1(b), 1(d), and 1(e), column B).

Line Item 3(c) All other loans in domestic offices.

Report the quarterly average for al other loans (in
domestic offices) (other than loans secured by real estate
in domestic offices) (as defined in Schedule HC-C, items
2 through 9, column B).

Line Item 4(a) Trading assets.

Report the quarterly average for the fully consolidated
bank holding company for trading assets (as defined for
Schedule HC, item 5). Trading assets include derivatives
with positive fair values.

Line Item 4(b) Other earning assets.

Report the quarterly average for those other assets that
the bank holding company considers earning assets.

HC-K-1
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Lineltem 5 Total consolidated assets.

Report the quarterly average for the fully consolidated
bank holding company’s total assets (as defined for
Schedule HC, item 12, ““ Total assets). When calculating
the quarterly average total consolidated assets for pur-
poses of this schedule, reflect all debt securities (not held
for trading) at amortized cost, available-for-sale equity
securities with readily determinable fair values at the
lower of cost or fair value, and equity securities without
readily determinable fair values at historical cost. In
addition, to the extent that net deferred tax assetsincluded
in the bank holding company’s total assets, if any,
include the deferred tax effects of any unrealized holding
gains and losses on available-for-sale debt securities,
these deferred tax effects may be excluded from the
determination of the quarterly average for total
consolidated assets. If these deferred tax effects are
excluded, this treatment must be followed consistently
over time.

This item is not the sum of items 1 through 4(b).

Liabilities
Lineltem 6 Interest-bearing deposits (domestic).

Report the quarterly average for al interest-bearing
deposits held in domestic offices of depository institu-
tions that are consolidated subsidiaries of the bank
holding company or of its subsidiaries. Include al time
and savings deposits in domestic offices (as defined for
Schedule HC-E, items 1(b) through 1(e) and items 2(b)
through 2(e)).

HC-K-2

Line ltem 7 Interest-bearing deposits (foreign).

Report the quarterly average for interest- bearing depos-
its in foreign offices of depository institutions that are
consolidated subsidiaries of the reporting bank holding
company, Edge and Agreement subsidiaries, and IBFs (as
defined for Schedule HC, item 13(b)(2), ‘‘Interest-
bearing").

Line ltem 8 Federal funds purchased and
securities sold under agreements to repurchase.

Report the quarterly average for federal funds purchased
and securities sold under agreements to repurchase (as
defined in Schedule HC, item 14).

Lineltem 9 All other borrowed money.

Report the quarterly average for the fully consolidated
bank holding company’'s other borrowed money (as
defined for Schedule HC, item 16).

Included are commercia paper and al other borrowed
money regardless of maturity.

Line ltem 10 Not applicable.

Lineltem 11 Equity capital (excludes limited-life
preferred stock).

Report the quarterly average for the fully consolidated
bank holding company’s equity capital (as defined for
Schedule HC, item 28). For purposes of this schedule,
include net unrealized losses on marketable equity secu-
rities, other net unrealized gains and losses on available-
for-sale securities, and accumulated net gains (losses) on
cash flow hedges when calculating average equity
capital.
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LINE ITEM INSTRUCTIONS FOR

Derivatives and Off-Balance-Sheet Items

Schedule HC-L

General Instructions

Report on a fully consolidated basis the following
selected commitments, contingencies, and other off-
balance sheet items. Exclude from this schedule contin-
gencies arising in connection with litigation. For those
asset-backed commercial paper program conduits that the
reporting bank holding company consolidates onto its
balance sheet (Schedule HC) in accordance with FASB
Interpretation No. 46 (Revised), any credit enhancements
and liquidity facilities the bank holding company pro-
vides to the programs should not be reported in Sched-
ule HC-L. In contrast, for conduits that the reporting
bank holding company does not consolidate, the bank
holding company should report the credit enhancements
and liquidity facilities it provides to the programs in the
appropriate items of Schedule HC-L.

Lineltem 1 Unused commitments.

Report in the appropriate subitem the unused portions of
commitments to make or purchase extensions of credit in
the form of loans or participations in loans, lease financ-
ing receivables, or similar transactions. Exclude commit-
ments that meet the definition of a derivative and must be
accounted for in accordance with FASB Statement No.
133, which should be reported in Schedule HC-L, item
11. Include loan commitments that do not meet the
definition of a derivative that the bank holding company
has elected to report at fair value under a fair value
option.

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

If the bank holding company offers an overdraft protec-
tion program and it advises account holders of the
available amount of overdraft protection, for example,
when accounts are opened or on depositors account
statements or ATM receipts, report the available amount
of overdraft protection on depositors’ accounts in item
1(e).

Include loan proceeds that the bank holding company is
obligated to advance, such as loan draws, construction
progress payments, seasona or living advances to farm-
ers under prearranged lines of credit, rotating or revolv-
ing credit arrangements, including retail credit cards, or
similar transactions. Forward agreements and commit-
ments to issue a commitment at some point in the future
are to be reported in this item.

For purposes of reporting the unused portions of revolv-
ing asset-based lending commitments, the legally binding
commitment is defined as the amount a bank holding
company is obligated to fund — as of the report date —
based on the contractually agreed upon terms. In the case
of revolving asset-based lending, the unused portions of
such legally binding commitments should be measured as
the difference between (@) the lesser of the contractual
borrowing base (i.e., eligible collateral times the advance
rate) or the note commitment limit, and (b) the sum of
outstanding loans and letters of credit under the commit-
ment. The note commitment limit is the overall maxi-
mum loan amount beyond which the bank holding com-
pany will not advance funds regardless of the amount of
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collateral posted. This definition of “legally binding
commitment” is applicable only to revolving asset-based
lending, which isaspecialized form of secured lending in
which a borrower uses current assets (e.g., accounts
receivable and inventory) as collateral for a loan. The
loan is structured so that the amount of credit is limited
by the value of the collateral.

In addition, include revolving underwriting facilities
(RUFs), note issuance facilities (NIFs), and other similar
arrangements. These are facilities under which a bor-
rower can issue on arevolving basis short-term paper in
its own name, but for which the underwriting bank
holding companies have a legally binding commitment
either to purchase any notes the borrower is unable to sell
by the rollover date or to advance funds to the borrower.

Line Item 1(a) Revolving, open-end loans secured
by 1-4 family residential properties, e.g., home
equity lines.

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

Line Item 1(b) Credit card lines.

Report the unused portion of all commitments to extend
credit both to individuals for household, family, and other
personal expenditures and to commercial or industrial
enterprises through credit cards. Exclude home equity
lines accessible through credit cards. Bank holding com-
panies may report unused credit card lines as of the end
of their customers’ last monthly billing cycle prior to the
report date or as of the report date.

Line Item 1(c)(1) Commitmentsto fund
commercial real estate, construction, and land
development loans secured by real estate.

Report in the appropriate subitem the unused portion of
commitments to extend credit for the specific purpose of
financing commercial and multifamily residential proper-
ties (e.g., business and industrial properties, hotels,
motels, churches, hospitals, and apartment buildings),
provided that such commitments, when funded, would be
reportable as either |oans secured by multifamily residen-
tial properties in Schedule HC-C, item 1(d), or loans
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secured by nonfarm nonresidential propertiesin Schedule
HC-C, item 1(e).

Also include the unused portions of commitments to
extend credit for the specific purpose of (a) financing
land development (i.e., the process of improving land—
laying sewers, water pipes, etc.) preparatory to erecting
new structures or (b) the on-site construction of indus-
trial, commercial, residential, or farm buildings, provided
that such commitments, when funded, would be report-
able as loans secured by real estate in Schedule HC-C,
item 1(a). For thisitem, * construction” includes not only
construction of new structures, but also additions or
aterations to existing structures and the demolition of
existing structures to make way for new structures. Also,
include in this item loan proceeds the bank holding
company is obligated to advance as construction progress
payments.

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

The sum of items 1(c)(1)(a) and 1(c)(1)(b), below, must
equal Schedule HC-L, item 1(c)(2).

Line Item 1(c)())(a) 1-4 family residential
construction loan commitments.

Report the unused portions of commitments to extend
credit for the specific purpose of constructing 1-4 family
residential properties, provided that such commitments,
when funded, would be reportable as loans secured by
real estate in Schedule HC-C, item 1(a)(1), “1-4 family
residential construction loans.”

Line Item 1(c)(1)(b) Commercial real estate, other
construction loan, and land development loan
commitments.

Report the unused portions of all other commitments to
fund commercial real estate, construction, and land devel -
opment loans secured by rea estate (as defined for
Schedule HC-L, item 1(c)(1)) other than commitments to
fund 1-4 family residential construction (as defined for
Schedule HC-L, item 1(c)(1)(a)).

Line Item 1(c)(2) Commitments to fund
commercial real estate, construction, and land
development loans NOT secured by real estate.

Report in this item the unused portions of all commit-
ments to extend credit for the specific purpose of financ-
ing commercia and residential real estate activities, e.g.,
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acquiring, developing and renovating commercial and
residential real estate provided that when funded they
would be reported in Schedule HC-C, items 2 through 9.
Include in this item loan proceeds that the bank holding
company or its consolidated subsidiaries are obligated to
advance as construction progresses.

Such commitments generally may include:

(1) commitmentsto extend credit for the express purpose
of financing real estate ventures as evidenced by
underlying commitment documentation or other cir-
cumstances connected with the commitment; or

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

Exclude any commitments that when funded would be
reported in Schedule HC-C, item 1. Also exclude com-
mitments made to commercial and industrial firmswhere
the sole purpose for the financing isto construct a factory
or office building to house the company’s operations or
employees.

Line Item 1(d) Securities underwriting.

Report the unsold portion of the reporting bank holding
company’s own takedown in securities underwriting
transactions on a consolidated basis. Include NIFs and
RUFsin this item.

Lineltem 1(e) Other unused commitments.

Report the unused portion of al other commitments not
reportable above. Include commitments to extend credit
through overdraft facilities or commercial lines of credit,
retail check credit and related plans, and those overdraft
protection programs in which the bank holding company
advises account holders of the available amount of
protection. Also include commitments to extend credit
secured by 14 family residential properties, except (a)
revolving, open-end lines of credit secured by 1-4 family
residential properties (e.g., home equity lines) which
should be reported in Schedule HC-L, item 1(a), above,
(b) commitments for 1-4 family residential construction
and land development loans (that are secured by such
properties) which should be reported in Schedule HC-L,
item 1(c)(1) above, and (c) commitments that meet the
definition of a derivative and must be accounted for in
accordance with FASB Statement No. 133, which should
be reported in Schedule HC-L, item 11.
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Lineltems2 and 3 General Instructions for
Standby Letters of Credit.

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

For syndicated standby letters of credit where each bank
holding company has a direct obligation to the benefi-
ciary, each institution must report only its share in the
syndication. Similarly, if several organizations partici-
pate in the issuance of a standby letter of credit under a
bonafide binding agreement that providesthat (a) regard-
less of any event, each participant shall be liable only up
to a certain percentage or to a certain amount and (b) the
beneficiary is advised and has agreed that each participat-
ing organization is only liable for a certain portion of the
entire amount, each bank holding company shall report
only its proportional share of the total standby letter of
credit.

For a financial or performance standby letter of credit
that is in turn backed by a financia standby letter of
credit issued by another ingtitution, each bank holding
company must report the entire amount of the standby
letter of credit it hasissued in either item 2 or 3 below, as
appropriate. The amount of the reporting bank holding
company’s financial or performance standby letter of
credit that is backed by the other institution’s financia
standby letter of credit must be included in either
item 2(a) or 3(a) as appropriate, since the backing of
standby letters of credit has substantially the same effect
as the conveying of participations in standby letters of
credit.

Also, include all financial and performance guarantees
issued by foreign offices of the reporting bank holding
company pursuant to Section 211.4(a)(1) of Federd
Reserve Regulation K or Section 347.3(c)(1) of the FDIC
Rules and Regulations.
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Lineltem 2 Financial standby letters of credit and
foreign office guarantees.

Report the amount outstanding and unused as of the
report date of all financial standby letters of credit (and
all legally binding commitmentsto issuefinancial standby
letters of credit) issued by any office of the bank holding
company or its consolidated subsidiaries. A financia
standby letter of credit irrevocably obligates the bank
holding company to pay athird-party beneficiary when a
customer (account party) fails to repay an outstanding
loan or debt instrument. (See the Glossary entry for
*“letter of credit” for further information).

Exclude from financia standby letters of credit the
following:

(1) Financia standby letters of credit where the benefi-
ciary isaconsolidated subsidiary of the bank holding
company.

(2) Performance standby letters of credit.

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

Lineltem 2(a) Amount of financial standby letters
of credit conveyed to others.

Report that portion of the consolidated bank holding
company’ s total contingent liability for financial standby
letters of credit reported in item 2 that the holding
company has conveyed to others. Also, include that
portion of the reporting bank holding company’s finan-
cia standby letters of credit that are backed by other
organizations' financia standby letters of credit, as well
as the portion that participating bank holding companies
have reparticipated to others. Participations and backings
may be for any part or all of a given obligation.

Line ltem 3 Performance standby letters of credit
and foreign office guarantees.

Report the amount outstanding and unused as of the
report date of all performance standby letters of credit
(and al legaly binding commitments to issue perfor-
mance standby letters of credit) issued by any office of
the bank holding company or its consolidated subsidiar-
ies. A performance standby letter of credit irrevocably
obligates the bank holding company to pay athird-party
beneficiary when a customer (account party) fails to
perform some contractual non-financial obligation. (See
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the Glossary entry for “letter of credit” for further
information).

Exclude from performance standby letters of credit the
following:

(1) Performance standby letters of credit where the ben-
eficiary is a consolidated subsidiary of the bank
holding company.

(2) Financia standby letters of credit.

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

Line Item 3(a) Amount of performance standby
letters of credit conveyed to others.

Report that portion of the consolidated bank holding
company’s total contingent liability for performance
standby letters of credit reported in item 3 that the
holding company has conveyed to others. Also, include
that portion of the reporting bank holding company’s
performance standby letters of credit that are backed by
other organizations' financial standby letters of credit, as
well as the portion that participating bank holding com-
panies have reparticipated to others. Participations and
backings may be for any part or al of agiven obligation.

Lineltem 4 Commercial and similar letters of
credit.

Report the amount outstanding and unused as of the
report date of issued or confirmed commercia letters
of credit, travelers' letters of credit not issued for money
or its equivaent, and al similar letters of credit, but
excluding standby letters of credit (which are to be
reported in item 2 and 3 above). (See the Glossary entry
for “letter of credit.””) Legally binding commitments to
issue commercia letters of credit are to be reported in
thisitem.

Travelers letters of credit or other letters of credit issued
for money or its equivalent by the reporting bank holding
company or its agents should be reported as demand
deposit liabilities in Schedule HC-E.

Lineltem 5 Not applicable.
Line ltem 6 Securities lent.

Report the appropriate amount of all securities lent
against collateral or on an uncollateralized basis. Report
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the book value of bank holding company-owned securi-
ties that have been lent. In addition, for customers who
have been indemnified against any losses by the reporting
bank holding company or its consolidated subsidiaries,
report the market value as of the report date of such
customers securities, including customers securities
held in the reporting bank holding company’s trust
department, that have been lent. If the reporting bank
holding company or its consolidated subsidiaries have
indemnified their customers against any losses on their
securities that have been lent by the company or its
subsidiaries, the commitment to indemnify—either
through a standby letter of credit or other means—should
not be reported in any other item on Schedule HC-L.

Lineltem 7 Credit derivatives.

Report in the appropriate subitem and column the
notional amount and fair value of all credit derivatives. In
general, credit derivatives are arrangements that allow
one party (the ““beneficiary’) to transfer the credit risk of
a‘‘reference asset” or ‘‘reference entity” to another party
(the ““guarantor’”). Report the notional amounts of credit
derivatives by type of instrument in Schedule HC-L,
items 7(a)(1) through 7(a)(4). Report the gross positive
and negative fair values of all credit derivatives in
Schedule HC-L, items 7(b)(1) and 7(b)(2). For both the
notional amounts and gross fair values, report credit
derivatives for which the bank holding company is the
guarantor in column A and those on which the bank
holding company is the beneficiary in column B.

All credit derivative transactions within the consolidated
bank holding company should be reported on a net basis,
i.e., intracompany transactions should not be reported in
this item. No other netting of contracts is permitted for
purposes of this item. Therefore, do not net the notional
amounts or fair values of: (1) credit derivatives with third
parties on which the reporting bank holding company is
the beneficiary against credit derivatives with third par-
ties on which the reporting bank holding company is the
guarantor, or (2) contracts subject to bilateral netting
agreements. The notional amount of credit derivatives
should not be included in Schedule HC-L, items 11
through 13, and the fair value of credit derivatives should
not be included in Schedule HC-L, item 14.

Line Item 7(a) Notional amounts.

Report in the appropriate subitem and column the
notional amount (stated in U.S. dollars) of al credit
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derivatives. For tranched credit derivative transctions
that relate to an index, e.g., the Dow Jones CDX NA
index, report as the notional amount the dollar amount of
the tranche upon which the reporting bank holding
company’s credit derivative cash flows are based.

Line Item 7(a)(1) Credit default swaps.

Report in the appropriate column the notional amount of
all credit default swaps. A credit default swap is a
contract in which a guarantor (risk taker), for a fee,
agrees to reimburse a beneficiary (risk hedger) for any
losses that occur due to a credit event on a particular
entity, called the * reference entity.” If there is no credit
default event (as defined by the derivative contract), then
the guarantor makes no payments to the beneficiary and
receives only the contractually specified fee. Under stan-
dard industry definitions, a credit event is normally
defined to include bankruptcy, failure to pay, and restruc-
turing. Other potential credit events include obligation
acceleration, obligation default, and repudiation/
moratorium.

Lineitem 7(a)(2) Total return swaps.

Report in the appropriate column the notional amount of
all total return swaps. A total return swap transfers the
total economic performance of a reference asset, which
includes all associated cash flows, as well as capital
appreciation or depreciation. The protection buyer
receives afloating rate of interest and any depreciation on
the reference asset from the protection seller. The protec-
tion seller (guarantor) has the opposite profile. The
guarantor receives cash flows on the reference asset, plus
any appreciation, and it pays any depreciation to the
beneficiary, plus a floating interest rate. A tota return
swap may terminate upon a default of the reference asset.

Line Item 7(a)(3) Credit options.

Report in the appropriate column the notional amount of
al credit options. A credit option is a structure that
allows investors to trade or hedge changes in the credit
quality of the reference asset. For example, in a credit
spread option, the option writer (guarantor) assumes the
obligation to purchase or sell the reference asset at a
specified “strike” spread level. The option purchaser
(beneficiary) buys the right to sell the reference asset to,
or purchase it from, the option writer at the strike spread
level.
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Line Item 7(a)(4) Other credit derivatives.

Report in the appropriate column the notional amount of
all other credit derivatives. Other credit derivatives con-
sist of any credit derivatives not reportable as a credit
default swap, a total return swap, or a credit option.
Credit linked notes are cash securities and should not be
reported as other credit derivatives.

Line Item 7(b) Gross fair values.

Report in the appropriate subitem and column the gross
fair values of all credit derivatives.

As defined in FASB Statement No. 133, fair value is the
amount at which an asset (liability) could be bought
(incurred) or sold (settled) in a current transaction
between willing parties, that is, other than in aforced or
liquidation sale. Quoted market prices in active markets
are the best evidence of fair value and should be used as
the basis for the measurement, if available. If a quoted
market price is available, the fair value is the product of
the number of trading units times that market price. If a
guoted market price is not available, the estimate of fair
value should be based on the best information available
in the circumstances. The estimate of fair value should
consider prices for similar assets or similar liabilities and
the results of valuation techniques to the extent available
in the circumstances. For purposes of this item, the
reporting bank holding company should determine the
fair value of its credit derivative contracts in the same
manner that it determines the fair value of these contracts
for other financial reporting purposes.

Line Item 7(b)(1) Gross positive fair value.

Report in the appropriate column the total fair value of
those credit derivatives reported in Schedule HC-L, items
7(a)(1) through 7(a)(4), above, with positive fair values.

Line Item 7(b)(2) Gross negative fair value.

Report in the appropriate column the total fair value of
those credit derivatives reported in Schedule HC-L, items
7(a)(1) through 7(a)(4), above, with negative fair values.
Report the total fair value as an absolute value; do not
enclose the total fair value in parentheses or use a minus

(-) sign.
Line ltem 8 Spot foreign exchange contracts.

Report the gross amount (stated in U.S. dollars) of al
spot contracts committing the reporting bank holding
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company to purchase foreign (non-U.S)) currencies and
U.S. dollar exchange that are outstanding as of the report
date. All transactions within the bank holding company
should be reported on a consolidated basis.

A spot contract is an agreement for the immediate
delivery, usually within two business days, of a foreign
currency at the prevailing cash market rate. Spot con-
tracts are considered outstanding (i.e., open) until they
have been cancelled by acquisition or delivery of the
underlying currencies.

Only one side of a spot foreign exchange contract isto be
reported. In those transactions where foreign (non-U.S))
currencies are bought or sold against U.S. dollars, report
only that side of the transaction that involves the foreign
(non-U.S)) currency. For example, if the reporting bank
holding company enters into a spot contract which
obligates the bank holding company to purchase U.S.
dollar exchange against which it sells Japanese yen, then
the bank holding company would report (in U.S. dollar
equivalent values) the amount of Japanese yen sold in
thisitem. In cross-currency spot foreign exchange trans-
actions, which involve the purchase and sale of two
non-U.S. currencies, only the purchase side is to be
reported (in U.S. dollar equivalent values).

Lineltem 9 All other off-balance-sheet items
(exclude derivatives).

With the exceptions listed below, report all significant
types of off-balance-sheet items not covered in other
items of this schedule. Exclude off-balance-sheet deriva-
tive contracts that are reported elsewhere in Sched-
ule HC-L.

Report only the aggregate amount of those types of
““ other off-balance sheet items” that individually exceed
10 percent of the bank holding company’s total equity
capital reported in Schedule HC, item 28. If the bank
holding company has no types of ‘‘other off-balance
sheet items” that individually exceed 10 percent of total
equity capital, report a zero or the word *“ none.”

Disclose in items 9(a) through 9(g) each type of ““other
off-balance sheet items” reportable in this item, and the
dollar amount of the off-balance sheet item, that individu-
aly exceeds 25 percent of the bank holding company’s
total equity capital reported in Schedule HC, item 28. For
each type of off-balance sheet item that exceeds this
disclosure threshold for which a preprinted caption has
not been provided, describe the item with a clear but
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concise caption in items 9(d) through 9(g). These descrip-
tions should not exceed 50 charactersin length (including
spacing between words).

Include the following as other off-balance-sheet items:

(1) Securities borrowed against collateral (other than
cash), or on an uncollateralized basis, for such pur-
poses as a pledge against deposit liabilities or deliv-
ery against short sales. Report borrowed securities
that are fully collateralized by similar securities of
equivaent value at market value at the time they
were borrowed. For other borrowed securities, report
their market value as of the report date. (Report the
amount of securities borrowed in Schedule HC-L,
item 9(a), if this amount exceeds 25 percent of the
bank holding company’ s total equity capital reported
in Schedule HC, item 28.)

(2) Contracts for the purchase and sale of when-issued
securities that are excluded from the requirements of
FASB Statement No. 133, as amended (and therefore
not reported as forward contracts in Schedule HC-L,
item 11(b), below), and accounted for on asettlement-
date basis. (Report the amount of these commitments
in Schedule HC-L, item 9(b) or item 9(c), if this
amount exceeds 25 percent of the bank holding
company’s total equity capital reported in Schedule
HC, item 28.)

(3) Standby letters of credit issued by a Federa Home
Loan Bank on behaf of the reporting bank holding
company or its subsidiaries, which is the account
party on the letters of credit and therefore obligated
to reimburse the issuing Federal Home Loan Bank
for al payments made under the standby letters of
credit.

(4) Financial guarantee insurance that insures the timely
payment of principal and interest on bond issues.

(5) Letters of indemnity other than those issued in
connection with the replacement of lost or stolen
official checks.

(6) Shipside or dockside guarantees or similar guaran-
tees relating to missing hills of lading or title docu-
ments and other document guarantees that facilitate
the replacement of lost or destroyed documents and
negotiable instruments.

Excludethefollowing from other off-bal ance-sheet items:
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(1) All items that are required to be reported on the
balance sheet of the Consolidated Financia State-
ments for Bank Holding Companies, such as repur-
chase and resale agreements.

(2) Commitments to purchase property being acquired
for lease to others (report in item 1 above).

(3) Contingent liabilities arising in connection with liti-
gation in which the reporting bank holding company
isinvolved.

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

Lineitem 10 Not applicable.

Lineitem 11 Gross amounts (e.g., notional
amounts) of derivatives contracts.

Report in the appropriate column and subitem the gross
par value (stated in U.S. dollars) (e.g., futures, forwards,
and option contracts) or the notional amount (stated in
U.S. dollars) (e.g., forward rate agreements and swaps),
as appropriate, of all contracts that meet the definition of
a derivative and must be accounted for in accordance
with FASB Statement No. 133. Include both freestanding
derivative contracts and embedded derivatives that must
be accounted for separately from their host contract
under Statement No. 133. Report each contract according
to its underlying risk exposure: interest rate, foreign
exchange, equity, and commodity and other. Contracts
with multiple risk characteristics should be classified
based upon the predominant risk characteristics at the
origination of the derivative. However, exclude from
Schedule HC-L, items 11 through 14, al credit deriva-
tives, which should be reported in Schedule HC-L , item 7
above.

The notional amount or par value to be reported for a
derivative contract with a multiplier component is the
contract’s effective notional amount or par value. For
example, a swap contract with a stated notional amount
of $1,000,000 whose terms called for quarterly settle-
ment of the difference between 5% and LIBOR muilti-
plied by 10 has an effective notional amount of
$10,000,000.

All transactions within the bank holding company should
be reported on a consolidated basis (i.e., intercompany
transactions should be eliminated). No other netting of
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contracts is permitted for purposes of this item. There-
fore, do not net: (1) obligations of the reporting bank
holding company to purchase from third parties against
the bank holding company’s obligations to sell to third
parties, (2) written options against purchased options, or
(3) contracts subject to bilateral netting agreements.

For each column, the sum of Schedule HC-L, items 11(a)
through 11(e) must equal the sum of Schedule HC-L,
items 12 and 13.

Column Instructions
Column A Interest Rate Contracts

Interest rate contracts are contracts related to an interest-
bearing financial instrument or whose cash flows are
determined by referencing interest rates or another inter-
est rate contract (e.g., an option on a futures contract to
purchase a Treasury bill). These contracts are generally
used to adjust the bank holding company’s interest rate
exposure or, if the bank holding company is an inter-
mediary, the interest rate exposure of others. Interest rate
contracts include single currency interest rate swaps,
basis swaps, forward rate agreements, and interest rate
options, including caps, floors, callars, and corridors.

Exclude contracts involving the exchange of one or more
foreign currencies (e.g., cross-currency swaps and cur-
rency options) and other contracts whose predominant
risk characteristic is foreign exchange risk, which are to
be reported in column B as foreign exchange contracts.

Unsettled securities transactions that exceed regular way
settlement time limit that is customary in each relevant
market must be reported as forward contractsin Schedule
HC-L, item 11(b).

Column B Foreign Exchange Contracts

Foreign exchange contracts are contracts to purchase
foreign (non-U.S)) currencies and U.S. dollar exchangein
the forward market, i.e., on an organized exchange or
in an over-the-counter market. A purchase of U.S. dollar
exchange is equivalent to a sale of foreign currency.
Foreign exchange contracts include cross-currency inter-
est rate swaps where there is an exchange of principal,
forward foreign exchange contracts (usually settling three
or more business days from trade date), and currency
futures and currency options. Exclude spot foreign
exchange contracts which are to be reported in Sched-
ule HC-L, item 8.
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Only one side of a foreign currency transaction is to be
reported. In those transactions where foreign (non-U.S.)
currencies are bought or sold against U.S. dollars, report
only that side of the transaction that involves the foreign
(non-U.S.) currency. For example, if the reporting bank
holding company enters into a futures contract which
obligates the bank holding company to purchase U.S.
dollar exchange against which it sells Japanese yen, then
the bank holding company would report (in U.S. dollar
equivalent values) the amount of Japanese yen sold in
Schedule HC-L, item 11(a). In cross-currency trans-
actions, which involve the purchase and sde of two
non-U.S. currencies, only the purchase side is to be
reported.

All amountsin column B are to be reported in U.S. dollar
equivalent values.

Column C Equity Derivative Contracts

Equity derivative contracts are contracts that have a
return, or aportion of their return, linked to the price of a
particular equity or to an index of equity prices, such as
the Standard and Poor’ s 500.

The contract amount to be reported for equity derivative
contracts is the quantity, e.g., number of units, of the
equity instrument or equity index contracted for purchase
or sale multiplied by the contract price of a unit.

Column D Commaodity and Other Contracts

Commaodity contracts are contracts that have a return, or
a portion of their return, linked to the price of or to an
index of precious metals, petroleum, lumber, agricultural
products, etc. Commodity and other contracts also in-
clude any other contracts that are not reportable as
interest rate, foreign exchange, or equity derivative
contracts.

The contract amount to be reported for commodity and
other contracts is the quantity, e.g., number of units, of
the commodity or product contracted for purchase or sale
multiplied by the contract price of a unit.

The notional amount to be reported for commodity
contracts with multiple exchanges of principa is the
contractual amount multiplied by the number of remain-
ing payments (i.e., exchanges of principal) in the con-
tract.

FRY-9C

Schedule HC-L ~ March 2007



Schedule HC-L

Line Item Instructions

Line Item 11(a) Futures contracts.

Futures contracts represent agreements for delayed deliv-
ery of financial instruments or commodities in which the
buyer agrees to purchase and the seller agrees to deliver,
at a specified future date, a specified instrument at a
specified price or yield. Futures contracts are standard-
ized and are traded on organized exchanges that act asthe
counterparty to each contract.

Report, in the appropriate column, the aggregate par
value of futures contracts that have been entered into by
the reporting bank holding company and are outstanding
(i.e., open contracts) as of the report date. Do not report
the par value of financial instruments intended to be
delivered under such contracts if this par value differs
from the par value of the contracts themselves.

Contracts are outstanding (i.e., open) until they have
been cancelled by acquisition or delivery of the underly-
ing financial instruments or by offset. Offset is the
liquidating of a purchase of futures through the sale of an
equal number of contracts of the same delivery month
on the same underlying instrument, or the covering of a
short sale of futures through the purchase of an equal
number of contracts of the same delivery month on the
same underlying instrument on the same exchange.

Column A, Interest Rate Futures. Report futures
contracts committing the reporting bank holding com-
pany to purchase or sell financial instruments and whose
predominant risk characteristic is interest rate risk. Some
of the more common interest rate futures include futures
on 90-day U.S. Treasury bills; 12-year GNMA pass-
through securities;, and 2-, 4-, 6-, and 10-year U.S.
Treasury notes.

Column B, Foreign Exchange Futures. Report the
gross amount (stated in U.S. dollars) of al futures
contracts committing the reporting bank holding com-
pany to purchase foreign (non-U.S.) currencies and U.S.
dollar exchange and whose predominant risk characteris-
tic is foreign exchange risk.

A currency futures contract is a standardized agreement
for delayed delivery of a foreign (non-U.S.) currency or
U.S. dollar exchange in which the buyer agrees to
purchase and the seller agrees to deliver, at a specified
future date, a specified amount at a specified exchange
rate.
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Column C, Equity Derivative Futures. Report futures
contracts committing the reporting bank holding com-
pany to purchase or sell equity securities or instruments
based on equity indexes such as the Standard and Poor’s
500, or the Nikkei.

Column D, Commodity and Other Futures. Report
the contract amount for all futures contracts committing
the reporting bank holding company to purchase or sell
commodities such as agricultural products (e.g., wheat,
coffee), precious metals (e.g., gold, platinum), and non-
ferrous metals (e.g., copper, zinc). Include any other
futures contract that is not reportable as an interest rate,
foreign exchange, or equity derivative contract in col-
umn A, B, or C.

Line Item 11(b) Forward contracts.

Forward contracts represent agreements for delayed
delivery of financial instruments or commoditiesin which
the buyer agrees to purchase and the seller agrees to
deliver, at a specified future date, a specified instrument
or commodity at a specified price or yield. Forward
contracts are not traded on organized exchanges and their
contractual terms are not standardized.

Report the notional value of forward contracts that
have been entered into by the reporting bank holding
company and are outstanding (i.e., open contracts) as
of the report date. Do not report financia instruments
intended to be delivered under such contracts if this
notional value differs from the notiona vaue of the
contracts themselves.

Contracts are outstanding (i.e., open) until they have
been cancelled by acquisition or delivery of the underly-
ing financia instruments or settled in cash. Such con-
tracts can only be terminated, other than by receipt of the
underlying asset, by agreement of both buyer and seller.

Include as forward contracts in thisitem contracts for the
purchase and sale of when-issued securities that are not
excluded from the requirements of FASB Statement
No. 133, as amended. Report contracts for the purchase
and sale of when-issued securities that are excluded from
therequirementsof FASB Statement No. 133, asamended,
and accounted for on a settlement-date basis as ‘' Other
off-balance-sheet items’ in Schedule HC-L, item 9,
subject to the existing reporting threshold for this item.
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Column A, Interest Rate Forwards. Report forward
contracts committing the reporting bank holding com-
pany to purchase or sell financial instruments and whose
predominant risk characteristic is interest rate risk.
Include in this item firm commitments (i.e.,, commit-
ments that have a specific interest rate, selling date, and
dollar amount) to sell loans secured by 1-to-4 family
residential properties that meet the definition of a
derivative contract under FASB Statement No. 133.

Column B, Foreign Exchange Forwards. Report the
gross amount (stated in U.S. dollars) of al forward
contracts committing the reporting bank holding com-
pany to purchase foreign (non-U.S)) currencies and U.S.
dollar exchange and whose predominant risk characteris-
tic is foreign exchange risk.

A forward foreign exchange contract is an agreement for
delayed delivery of aforeign (non-U.S.) currency or U.S.
dollar exchange in which the buyer agrees to purchase
and the seller agrees to deliver, at a specified future date,
a specified amount at a specified exchange rate.

Column C, Equity Derivative Forwards. Report for-
ward contracts committing the reporting bank holding
company to purchase or sell equity instruments.

Column D, Commodity and Other Forwards. Report
the contract amount for all forward contracts committing
the reporting bank holding company to purchase or sell
commodities such as agricultural products (e.g., whest,
coffee), precious metals (e.g., gold, platinum), and non-
ferrous metals (e.g., copper, zinc). Include any other
forward contract that is not reportable as an interest rate,
foreign exchange, or equity derivative contract in column
A, B, or C.

Line Item 11(c) Exchange-traded option contracts.

Option contracts convey either the right or the obligation,
depending upon whether the reporting bank holding
company is the purchaser or the writer, respectively,
to buy or sdl afinancial instrument or commodity at a
specified price by a specified future date. Some options
are traded on organized exchanges.

The buyer of an option contract has, for compensation
(such as afee or premium), acquired the right (or option)
to sell to, or purchase from, another party some financial
instrument or commodity at a stated price on a specified
future date. The seller of the contract has, for such
compensation, become obligated to purchase or sell the
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financial instrument or commodity at the option of the
buyer of the contract. A put option contract obligates
the seller of the contract to purchase some financial
instrument or commodity at the option of the buyer of the
contract. A call option contract obligates the seller of the
contract to sell some financia instrument or commodity
at the option of the buyer of the contract.

Line Item 11(c)(1) Written options.

Report in this item the aggregate par value of the
financial instruments or commodities that the reporting
bank holding company has, for compensation (such as a
fee or premium), obligated itself to either purchase or sell
under exchange-traded option contracts that are outstand-
ing as of the report date.

Column A, Written Exchange-Traded Interest Rate
Options. For exchange-traded option contracts obligat-
ing the reporting bank holding company to either pur-
chase or sell an interest rate futures contract and whose
predominant risk characteristic isinterest rate risk, report
the par vaue of the financial instrument underlying the
futures contract. An example of such a contract is a
Chicago Board Options Exchange option on the 13-week
Treasury hill rate.

Column B, Written Exchange-Traded Foreign Ex-
change Options. Report in this item the gross amount
(stated in U.S. dallars) of foreign (non-U.S.) currency and
U.S. dollar exchange that the reporting bank holding
company has, for compensation, obligated itself to either
purchase or sell under exchange-traded option contracts
whose predominant risk characteristic is foreign ex-
change risk. In the case of option contracts obligating the
reporting bank holding company to either purchase or
sell aforeign exchange futures contract, report the gross
amount (stated in U.S. dollars) of the foreign (non-U.S.)
currency underlying the futures contract. Exchange-
traded options on mgjor currencies such as the Japanese
Yen and British Pound Sterling and options on futures
contracts of maor currencies are examples of such
contracts.

Column C, Written Exchange-Traded Equity Deriva-
tive Options. Report the contract amount for those
exchange-traded option contracts where the reporting
bank holding company has obligated itself, for compen-
sation, to purchase or sell an equity instrument or equity
index.
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Column D, Written Commodity and Other Exchange-
Traded Options. Report the contract amount for those
exchange-traded option contracts where the reporting
bank holding company has obligated itself, for compen-
sation, to purchase or sell a commodity or product.
Include any other written, exchange-traded option that is
not reportable as an interest rate, foreign exchange, or
equity derivative contract in columns A, B, or C.

Line Item 11(c)(2) Purchased options.

Report in this item the aggregate par value of the
financial instruments or commodities that the reporting
bank holding company has, for a fee or premium, pur-
chased theright to either purchase or sell under exchange-
traded option contracts that are outstanding as of the
report date.

Column A, Purchased Exchange-Traded | nterest Rate
Options. For exchange-traded option contracts giving
the reporting bank holding company the right to either
purchase or sell an interest rate futures contract and
whose predominant risk characteristic isinterest raterisk,
report the par value of the financial instrument underly-
ing the futures contract. An example of such acontract is
a Chicago Board Options Exchange option on the 13-
week Treasury bill rate.

Column B, Purchased Exchange-Traded Foreign Ex-
change Options. Report in this item the gross amount
(stated in U.S. dollars) of foreign (hon-U.S.) currency and
U.S. dollar exchange that the reporting bank holding
company has, for a fee, purchased the right to either
purchase or sell under exchange-traded option contracts
whose predominant risk characteristic is foreign ex-
change risk. In the case of option contracts giving the
reporting bank holding company the right to either
purchase or sell a currency futures contract, report the
gross amount (stated in U.S. dollars) of the foreign
(non-U.S)) currency underlying the futures contract.
Exchange-traded options on major currencies such as the
Japanese Yen and British Pound Sterling and options on
futures contracts of major currencies are examples of
such contracts.

Column C, Purchased Exchange-Traded Equity
Derivative Options. Report the contract amount of
those exchange-traded option contracts where the report-
ing bank holding company has, for a fee, purchased the
right to purchase or sell an equity instrument or equity
index.
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Column D, Purchased Commodity and Other
Exchange-Traded Options. Report the contract amount
for those exchange-traded option contracts where the
reporting bank holding company has, for a fee, or
premium, purchased the right to purchase or sell a
commodity or product. Include any other purchased,
exchange-traded option that is not reportable as an
interest rate, foreign exchange, or equity derivative con-
tract in column A, B, or C.

Line Item 11(d) Over-the-counter option contracts.

Option contracts convey either the right or the obligation,
depending upon whether the reporting bank holding
company is the purchaser or the writer, respectively, to
buy or sell a financia instrument or commodity at a
specified price by a specified future date. Options can be
written to meet the speciaized needs of the counterpar-
ties to the transaction. These customized option contracts
are known as over-the-counter (OTC) options. Thus,
over-the-counter option contracts include al option con-
tracts not traded on an organized exchange.

The buyer of an option contract has, for compensation
(such as afee or premium), acquired the right (or option)
to sell to, or purchase from, another party some financial
instrument or commodity at a stated price on a specified
future date. The seller of the contract has, for such
compensation, become obligated to purchase or sell the
financial instrument or commodity at the option of the
buyer of the contract. A put option contract obligates the
seller of the contract to purchase some financial instru-
ment or commodity at the option of the buyer of the
contract. A call option contract obligates the seller of the
contract to sell some financia instrument or commodity
at the option of the buyer of the contract.

In addition, swaptions, i.e., options to enter into a swap-
contract, and contracts known as caps, floors, collars, and
corridorst should be reported as options.

1. A cap isacontract under which the purchaser has, for compensation
(such as a fee or premium), acquired the right to receive a payment from
the seller if a specified index rate, e.g., LIBOR, rises above a designated
strike rate. Payments are based on the principal amount or notional amount
of the cap, athough no exchange of principal takes place. A floor is similar
to a cap except that the purchaser has, for compensation (such as a fee or
premium), acquired the right to receive a payment from the seller if the
specified index rate falls below the strike rate. A collar is the simultaneous
purchase of a cap (with a strike rate at one index rate) and sale of a floor
(with astrike rate at alower index rate), designed to maintain interest rates
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Commitments to lend that meet the definition of a
derivative and must be accounted for in accordance with
FASB Statement No. 133 are considered options for
purposes of Schedule HC-L, item 11. All other commit-
ments to lend should be reported in Schedule HC-L,
item 1.

Line Item 11(d)(1) Written options.

Report in this item the aggregate par value of the
financial instruments or commaodities that the reporting
bank holding company has, for compensation (such as a
fee or premium), obligated itself to either purchase or sell
under OTC option contracts that are outstanding as of the
report date. Also report the aggregate notional amount of
written caps, floors, and swaptions and for the written
portion of collars and corridors.

Column A, Written OTC Interest Rate Options.
Interest rate options include options to purchase and sell
interest-bearing financial instruments and whose pre-
dominant risk characteristic isinterest rate risk aswell as
contracts known as caps, floors, collars, corridors, and
swaptions. Include in this item the notional amount for
interest rate caps and floors that the reporting bank
holding company sells. For interest rate collars and
corridors, report anotional amount for the written portion
of the contract in Schedule HC-L, item 11(d)(1), column
A, and for the purchased portion of the contract in Sched-
ule HC-L, item 11(d)(2), column A.

Column B, Written OTC Foreign Exchange Options.
A written currency option contract conveys the obliga
tion to exchange two different currencies at a specified
exchange rate. Report in this item the gross amount
(stated in U.S. dallars) of foreign (non-U.S.) currency and
U.S. dollar exchange that the reporting bank holding
company has, for compensation, obligated itself to either
purchase or sell under OTC option contracts whose
predominant risk characteristic is foreign exchange risk.

Column C, Written OTC Equity Derivative Options.
Report the contract amount for those OTC option con-
tracts where the reporting bank holding company has

within a specified range. The premium income from the sale of the floor
reduces or offsets the cost of buying the cap. A corridor is the simultaneous
purchase of a cap (with a strike rate at one index rate) and sale of a cap
(with a strike rate at a higher index rate), designed to reduce the cost of the
lower strike cap. The premium income from the sale of one cap reduces or
offsets the cost of buying the other cap.
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obligated itself, for compensation, to purchase or sell an
equity instrument or equity index.

Column D, Written Commodity and Other OTC
Options. Report the contract amount for those OTC
option contracts where the reporting bank holding com-
pany has obligated itself, for compensation, to purchase
or sell a commodity or product. Include any other
written, OTC option that is not reportable as an interest
rate, foreign exchange, or equity derivative contract in
column A, B, or C.

Line Item 11(d)(2) Purchased options.

Report in this item the aggregate par value of the
financial instruments or commodities that the reporting
bank holding company has, for a fee or premium, pur-
chased the right to either purchase or sell under OTC
option contracts that are outstanding as of the report date.
Also report the aggregate notional amount for purchased
caps, floors, and swaptions and for the purchased portion
of collars and corridors.

Column A, Purchased OTC Interest Rate Options.
Interest rate options include options to purchase and sell
interest-bearing financial instruments and whose pre-
dominant risk characteristic isinterest rate risk aswell as
contracts known as caps, floors, collars, corridors, and
swaptions. Include in this item the notional amount for
interest rate caps and floors that the reporting bank
holding company purchases. For interest rate collars and
corridors, report anotional amount for the written portion
of the contract in Schedule HC-L, item 11(d)(1), column
A, and for the purchased portion of the contract in
Schedule HC-L, item 11(d)(2), column A.

Column B, Purchased OTC Foreign Exchange
Options. Report in this item the gross amount (stated
in U.S. dollars) of foreign (non-U.S)) currency and U.S.
dollar exchange that the reporting bank holding company
has, for a fee or premium, purchased the right to either
purchase or sell under option contracts whose predomi-
nant risk characteristic is foreign exchange risk.

Column C, Purchased OTC Equity Derivative
Options. Report the notional amount of those OTC
option contracts where the reporting bank holding com-
pany has, for a fee or premium, purchased the right to
purchase or sell an equity instrument or equity index.

Column D, Purchased Commodity and Other OTC
Options. Report the contract amount for those option
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contracts where the reporting bank holding company
has, for afee or premium, purchased the right to purchase
or sell a commaodity or product. Include any other
purchased OTC option that is not reportable as an interest
rate, foreign exchange or equity derivative contract in
column A, B, or C.

Line Item 11(e) Swaps.

Swaps are contracts in which two parties agree to
exchange payment streams based on a specified notional
amount for a specified period. Forward starting swap
contracts should be reported as swaps. The notional
amount of a swap is the underlying principal amount
upon which the exchange of interest, foreign exchange or
other income or expense is based. The notional amount
reported for a swap contract with a multiplier component
isthe contract’ s effective notional amount. In those cases
where the reporting bank holding company is acting asan
intermediary, both sides of the transaction are to be
reported.

Column A, Interest Rate Swaps. Report the notional
amount of all outstanding interest rate and basis swaps
whose predominant risk characteristic isinterest rate risk.

Column B, Foreign Exchange Swaps. Report the
notional principal amount (stated in U.S. dollars) of al
outstanding cross-currency interest rate swaps.

A cross-currency interest rate swap is a contract in which
two parties agree to exchange principal amounts of
different currencies, usually at the prevailing spot rate, at
the inception of an agreement which lasts for a certain
number of years. At defined intervals over the life of the
swap, the counterparti es exchange paymentsin the differ-
ent currencies based on specified rates of interest. When
the agreement matures, the principa amounts will be
re-exchanged at the same spot rate. The notional amount
of a cross-currency interest rate swap is generaly the
underlying principal amount upon which the exchangeis
based

Column C, Equity Swaps. Report the notional amount
of all outstanding equity or equity index swaps.

Column D, Commodity and Other Swaps. Report the
notional principal amount of all other swap contracts that
are not reportable as either interest rate, foreign exchange,
or equity derivative contractsin column A, B, or C. The
notional amount to be reported for commodity contracts
with multiple exchanges of principal is the contractual
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amount multiplied by the number of remaining payments
(or exchanges of principal) in the contract.

Line ltem 12 Total gross notional amount of
derivative contracts held for trading.

Report in the appropriate column, the total notional
amount or par value of those off-balance- sheet derivative
contracts in Schedule HC-L, item 11 above that are held
for trading purposes. Contracts held for trading purposes
include those used in dealing and other trading activities
accounted for at fair value with gains and losses recog-
nized in earnings. Derivative instruments used to hedge
trading activities should also be reported in this item.

Derivative trading activities include (a) regularly dealing
in interest rate contracts, foreign exchange contracts,
equity derivative contracts, and other off-balance-sheet
commodity contracts, (b) acquiring or taking positions
in such items principaly for the purpose of selling in
the near term or otherwise with the intent to resell (or
repurchase) in order to profit from short-term price
movements, or (C) acquiring or taking positions in such
items as an accommodation to customers.

The trading department of a bank holding company or its
subsidiaries may have entered into a derivative contract
with another department or business unit within the
consolidated bank holding company (and which has been
reported on a consolidated basis in accordance with the
instructions to Schedule HC-L, item 11 above). If the
trading department has also entered into a matching
contract with a counterparty outside the consolidated
bank holding company, the contract with the outside
counterparty should be designated as held for trading or
as held for purposes other than trading consistent with the
contract’s designation for other financial reporting pur-
poses.

Line ltem 13  Total gross notional amount of
derivative contracts held for purposes other than
trading.

Report in the appropriate column, the total notional
amount or par value of those contractsin Schedule HC-L,
item 11 above that are held for purposes other than
trading.

Lineltem 14 Gross fair values of derivative
contr acts.

Report in the appropriate column and subitem below the
fair (or market) value of all derivative contracts reported
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in Schedule HC-L, items 12 and 13 above. For each of
the four types of underlying risk exposure in columns A
through D, the gross positive and gross negative fair
values will be reported separately below for contracts
held for trading (item 14(a)), and contracts held for
purposes other than trading (item 14(b)). Guidance for
reporting by type of underlying risk exposureis provided
in Schedule HC-L, item 11 above. Guidance for reporting
by purpose and accounting methodology is provided
in the instructions for Schedule HC-L, items 12 and 13
above.

All transactions within the bank holding company should
be reported on a consolidated basis. For purposes of this
item, do not net (1) obligations of the reporting bank
holding company to buy against the bank holding compa-
ny’s obligations to sell, (2) written options against pur-
chased options, (3) positive fair values against negative
fair values, or (4) contracts subject to bilateral netting
agreements.

As defined in FASB Statement No. 133, fair value is the
amount at which an asset (liability) could be bought
(incurred) or sold (settled) in a current transaction
between willing parties, that is, other than in aforced or
liquidation sale. Quoted market prices in active markets
is the best evidence of fair value and should be used as
the basis for the measurement, if available. If a quoted
market price is available, the fair value is the product of
the number of trading units times that market price. If a
guoted market price is not available, the estimate of fair
value should be based on the best information available
in the circumstances. The estimate of fair value should
consider prices for similar assets or liabilities and the
results of valuation techniques to the extent available in
the circumstances. For purposes of item 14, the reporting
bank holding company should determine the fair value
of its derivative contracts in the same manner that it
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determines the fair value of these contracts for other
financial reporting purposes.

Line Item 14(a) Contracts held for trading.

Report in the appropriate column and subitem the gross
positive and gross negative fair values of those contracts
held for trading reported in Schedule HC-L, item 12
above.

Line Item 14(a)(1) Gross positive fair value.

Report in the appropriate column the total fair value of
those contracts in Schedule HC-L, item 12 above with
positive fair values.

Line Item 14(a)(2) Gross negative fair value.

Report in the appropriate column the total fair value of
those contracts in Schedule HC-L, item 12 above with
negative fair values. Report the total fair value as an
absolute value, do not enclose the total fair value in
parentheses or use a minus (=) sign.

Line Item 14(b) Contracts held for purposes other
than trading.

Report in the appropriate column and subitem the gross
positive and gross negative fair values of those contract-
sheld for purposes other than trading that are reported in
Schedule HC-L, item 13 above.

Line Item 14(b)(1) Gross positive fair value.

Report in the appropriate column the total fair value of
those contracts in Schedule HC-L, item 13 above with
positive fair values.

Line Item 14(b)(2) Gross negative fair value.

Report in the appropriate column the total fair value of
those contracts in Schedule HC-L, item 13 above with
negative fair values. Report the total fair value as an
absolute value, do not enclose the total fair value in
parentheses or use a minus (=) sign.
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Schedule HC-L ~ March 2007



LINE ITEM INSTRUCTIONS FOR

Memoranda
Schedule HC-M

Lineltem 1 Total number of bank holding
company common shares outstanding.

Report in this item the total number of common stock
outstanding by the consolidated bank holding company
as of the report date. Do not round this number. Tota
outstanding shares equal s total sharesissued less treasury
stock.

Line ltem 2 Debt maturing in one year or less that
isissued to unrelated third parties by bank
subsidiaries.

Report in this item all debt maturing in one year or less
included in Schedule HC, items 16 and 19(a) that is
issued to unrelated third parties by any direct or indirect
bank subsidiary of the reporting bank holding company.
Include in this item the amount of such debt that is
redeemable at the option of the holder within one year,
even when the debt is scheduled to mature in more than
one year.

“Unrelated third parties” coversall individuals and those
partnerships and corporations that are not majority-
owned or controlled, directly or indirectly, by the respon-
dent holding company or any of its subsidiaries.

Lineltem 3 Debt maturing in more than one year
that isissued to unrelated third parties by bank
subsidiaries.

Report in this item all debt maturing in more than one
year included in Schedule HC, items 16 and 19(a) that is
issued to unrelated third parties by any direct or indirect
bank subsidiary of the reporting bank holding company.

Exclude from this item the amount of such debt that is
redeemable at the option of the holder within one year,
even when the debt is scheduled to mature in more than
one year.

FR Y-9C
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“Unrelated third parties” coversall individuals and those
partnerships and corporations that are not majority-
owned or controlled, directly or indirectly, by the respon-
dent holding company or any of its subsidiaries.

Line ltem 4 Other assets acquired in satisfaction
of debts previously contracted.

Report in thisitem all assets (other than other real estate
owned) that have been acquired in satisfaction of debts
previously contracted (DPC). Include assets, such as
securities, loans, and equipment, that have been acquired
in satisfaction of DPC.

Lineltem 5 Securities purchased under
agreements to resell offset against securities sold
under agreements to repurchase on Schedule HC.

Report in this item the amount of securities purchased
under agreements to resell that have been offset (where
the “right of setoff” exists) by securities sold under
agreements to repurchase (i.e., assets removed from
Schedule HC). For further information, see the Glossary
entry for “offsetting” and FASB Interpretation No. 41,
Offsetting of Amounts Related to Certain Repurchase and
Reverse Repurchase Agreements.

Lineltem 6 Investmentsin real estate.

This item is to be reported only by bank holding
companies that have been authorized by the Federal
Reserve to have real estate investments.

Report in thisitem equity investments, funded loans, and
committed loans in real estate projects in which the bank
holding company or its subsidiaries have an equity
investment.

Include the following as investments in real estate
ventures:
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(1) Any redl estate acquired, directly or indirectly, by the
bank holding company or a consolidated subsidiary
and held for development, resale, or other investment
purposes.

NOTE: Exclude any real estate acquired in satisfac-
tion of debt previoudly contracted, including, but not
limited to, real estate acquired through foreclosure or
acquired by deed in lieu of foreclosure.

(2) Any debt or equity investments by the bank holding
company in unconsolidated subsidiaries, associated
companies, and corporate joint ventures, unincor-
porated joint ventures, and general and limited
partnerships over which the bank holding company
or its subsidiaries exercise significant influence (al
of which are commonly referred to as *‘ investees”) if
such investees are primarily engaged in the
holding of rea estate for development, resale, or
other investment purposes. Investments by the
bank holding company in these investees, which
are also reported in Schedule HC, item 8, *Invest-
ments in unconsolidated subsidiaries and associated
companies,” may be in the form of common or
preferred stock, partnership interests, loans or other
advances, bonds, notes, or debentures. Such invest-
ments shall be reported using the equity method of
accounting as described in the instruction to Sched-
ule HC, item 8.

(3) Redl estate acquisition, development, or construction
(ADC) arrangements that are accounted for as direct
investments in real estate or as real estate joint
ventures in accordance with guidance prepared by
the American Ingtitute of Certified Public Accoun-
tants (AICPA) in Notices to Practitioners issued in
November 1983, November 1984, and February
1986.

(4) Any other loans secured by real estate and advanced
for real estate acquisition, development, or invest-
ment purposes if the reporting bank holding company
in substance has virtually the same risks and potential
rewards as an investor in the borrower’s real estate
venture.

Exclude from this item any property necessary for the
conduct of banking business that has been reported in
Schedule HC, item 6, ““Premises and fixed assets,” and
any property not specifically held for real estate develop-
ment or other investment purposes.

HC-M-2

Item 7 Not applicable.

Line ltem 8 Has the bank holding company
entered into a business combination during the
calendar year that was accounted for by the
purchase method of accounting?

Enter a “1” for yes if the respondent bank holding
company consummated the acquisition of another com-
pany during the calendar year that was accounted for by
the purchase method of accounting. Enter *“0” for no
if the respondent bank holding company consummated
no business combinations during the calendar year.

Lineltem 9 Has the bank holding company
restated its financial statements during the last
quarter as a result of new or revised Statements of
Financial Accounting Standards?

Enter a “1” for yes if the respondent bank holding
company has restated its financial statements during the
quarter ending with the report date because a new or
revised Statement of Financial Accounting Standards
(SFAS) was implemented. Enter a 0" if no financial
statements were revised as aresult of the implementation
of anew or revised SFAS.

If the responseto thisquestionis‘‘yes,” restated financial
statements that reflect those changes in accounting stan-
dards should be submitted to the appropriate Federa
Reserve District Bank as soon as possible.

Line ltem 10 Not applicable.

Lineltem 11 Have all changes in investments and
activities been reported to the Federal Reserve on
the Bank Holding Company Report of Changes in
Organizational Structure (FR Y-10)?

Enter a 1" for yes if the bank holding company has
submitted all changes, if any, in its investments and
activities on the FR Y-10. If the bank holding com-
pany had no changes in investments and activities and
therefore was not required to file a FR Y-10, also enter a
“1” in this item. Enter a 0" for no if it has not yet
submitted all changes to investments and activities on the
FRY-10. (If theanswer to thisquestion isno, the bank
holding company must complete the FR Y-10 report.)
The name of the holding company official responsible for
verifying that the FR Y-10 has been completed should be
typed or printed on the line provided whether the answer
is “yes” or “no.” In addition, enter the area code and
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phone number of the official responsible for verifying the
FR Y-10.

Line ltem 12 Intangible assets other than goodwill.

Report in the appropriate subitem the carrying amount of
intangible assets other than goodwill. Intangible assets
primarily result from business combinations accounted
for under the purchase method in accordance with FASB
Statement No. 141, Business Combinations, from acqui-
sitions of portions or segments of another institution’s
business such as branch offices, mortgage servicing
portfolios, and credit card portfolios, and from the sale or
securitization of financial assets with servicing retained.

An intangible asset with a finite life (other than a
servicing asset) should be amortized over its estimated
useful life and should be reviewed at least quarterly to
determine whether events or changes in circumstances
indicate that its carrying amount may not be recoverable.
If this review indicates that the carrying amount may not
be recoverable, the intangible asset should be tested for
recoverability (impairment) in accordance with FASB
Statement No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets. An impairment loss shall
be recognized if the carrying amount of the intangible
asset is not recoverable and this amount exceeds the
asset’ sfair value. The carrying amount is not recoverable
if it exceeds the sum of the undiscounted expected future
cash flows from the intangible asset. An impairment loss
is recognized by writing the intangible asset down to its
fair value (which becomes the new accounting basis of
the intangible asset), with a corresponding charge to
expense (which should be reported in Schedule HI, item
7(c)(2)). Subsequent reversal of a previously recognized
impairment loss is prohibited.

An intangible asset with an indefinite useful life should
not be amortized, but should be tested for impairment at
least annually in accordance with FASB Statement No.
142, Goodwill and Other Intangible Assets.

Lineltem 12(a) Mortgage servicing assets.

Report the carrying amount of mortgage servicing assets,
i.e., the cost of acquiring contracts to service loans
secured by real estate (as defined for Schedule HC-C,
item 1, and in the Glossary entry for *‘Loans secured by
real estate’’) that have been securitized or are owned by
another party, net of any related valuation allowances.
Servicing assets resulting from contracts to service finan-
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cial assets other than loans secured by rea estate should
be reported in line item 12(b). For further information,
see the Glossary entry for ‘“servicing assets and
liabilities.”

Line Item 12(a)(1) Estimated fair value of
mortgage servicing assets.

Report the estimated fair value of the capitalized mort-
gage servicing assets reported in Schedule HC-M,
item 12(a) above.

According to FASB Statement No. 140, the fair value of
mortgage servicing assets is the amount at which the
assets could be bought or sold in a current transaction
between willing parties, that is, other than in a forced or
liquidation sale. Quoted market prices in active markets
are the best evidence of the fair value of an asset and
should be used to measure fair value if available. If
quoted market prices are not available, the estimate of
fair value should be based on the best information
available in the circumstances, considering prices for
similar assets and the results of valuation techniques such
as the present value of estimated expected future cash
flows using a discount rate commensurate with the risks
involved. Valuation techniques for measuring servicing
assets should be consistent with the objective of measur-
ing fair value and should incorporate assumptions that
market participants would use. Estimates of expected
future cash flows, if used to estimate fair value, should be
the best estimate based on reasonable and supportable
assumptions and projections.

For purposes of this item, the reporting bank holding
company should determine the fair value of mortgage
servicing assets in the same manner that it determines the
fair value of these assets for other financial reporting
purposes, consistent with the guidance in FASB State-
ment No. 140.

Line Item 12(b) Purchased credit card
relationships and nonmortgage servicing assets.

Report the carrying amount of purchased credit card
relationships (PCCRs) plus the carrying value of non-
mortgage servicing assets.

PCCRs represent the right to conduct ongoing credit card
business dealings with the cardholders. In general,
PCCRs are an amount paid in excess of the value of the
purchased credit card receivables. Such relationships
arise when a banking organization purchases existing

HC-M-3



Schedule HC-M

credit card receivables and also has the right to provide
credit card services to those customers. PCCRs may also
be acquired when the reporting bank holding company
acquires an entire depository institution.

Purchased credit card relationships shall be carried at
amortized cost. Management of the ingtitution shall
review the carrying amount at least quarterly, adequately
document this review, and adjust the carrying amount as
necessary. This review should determine whether unan-
ticipated acceleration or deceleration of cardholder pay-
ments, account attrition, changes in fees or finance
charges, or other events or changes in circumstances
indicate that the carrying amount of the purchased credit
card relationships may not be recoverable. If this review
indicates that the carrying amount may not be recover-
able, the intangible asset should be tested for recoverabil-
ity, and any impairment loss should be recognized, as
described in the instruction for Schedule HC-M, item 12.

The carrying value of nonmortgage servicing assetsisthe
unamortized cost of acquiring contracts to service finan-
cial assets, other than loans secured by rea estate (as
defined for Schedule HC-C, item 1), that have been
securitized by another party, net of any related valuation
allowances. For further information, see the Glossary
entry for ** servicing assets and liabilities.”

Line ltem 12(c) All other identifiable intangible
assets.

Report the carrying amount of all other specifically
identifiable intangible assets such as core deposit intan-
gibles and favorable leasehold rights. Also include the
unamortized amount of any unidentifiable intangible
assets recorded in accordance with FASB Statement
No. 72, Accounting for Certain Combinations of a Bank-
ing or Thrift Institution. Exclude goodwill, which should
be reported in Schedule HC, item 10(a).

Line Item 12(d) Total.

Report the sum of items 12(a), 12(b) and 12(c). This
amount must equal Schedule HC, item 10(b), ““ Other
intangible assets.”

Line Item 13 Other real estate owned.

Report the book value (not to exceed fair value), less
accumulated depreciation, if any, of al rea estate other
than premises actually owned by the bank holding com-
pany or its consolidated subsidiaries. Do not deduct
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mortgages or other liens on such property (report in
Schedule HC, item 16, “ Other borrowed money’). Also
report in the appropriate subitem certain receivables
resulting from sales of other rea estate owned as
described. This item should be reported net of any
valuation alowance applicable to ‘“Other rea estate
owned.”

Report in item 13(a) real estate acquired in satisfaction of
debts previously contracted. Report in item 13(b) red
estate acquired and held for investment and property
originaly acquired for future expansion but no longer
intended to be used for that purpose.

Exclude any property necessary for the conduct of bank-
ing business (report in Schedule HC, item 6, *‘ Premises
and fixed assets”).

Line Item 13(a) Real estate acquired in
satisfaction of debts previoudy contracted.

Include the following as real estate acquired in satisfac-
tion of debts previously contracted:

(1) Real estate acquired in any manner for debts pre-
viously contracted, (including, but not limited to, red
estate acquired through foreclosure and real estate
acquired by deed in lieu of foreclosure), even if the
bank holding company or its consolidated subsidi-
aries has not yet received title to the property.

(2) Real estate collateral underlying a loan when the
bank holding company has obtained physical posses-
sion of the collateral, regardless of whether formal
foreclosure proceedings have been instituted against
the borrower.

Foreclosed real estate received in full or partia
satisfaction of a loan should be recorded at the fair
value less cost to sell the property at the time of
foreclosure. The fair value of the asset less cost to
sell the property at the time of foreclosure becomes
the““cost” of the asset. When foreclosed real estateis
received in full satisfaction of aloan, the amount, if
any, by which the recorded amount of the loan
exceeds the fair value less cost to sell the property is
a loss which must be charged to the allowance for
loan and lease losses at the time of foreclosure. Any
amount of senior debt to which foreclosed real estate
is subject at the time of foreclosure must be reported
as a liability in Schedule HC, item 16, *‘Other
borrowed money.”
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After foreclosure, each individual foreclosed real
estate asset must be carried at the lower of (1) thefair
value of the asset minus estimated costs to sell the
asset as of the reporting date or (2) the “cost™ of the
asset as defined in the preceding paragraph. This
determination must be made on an asset-by-asset
basis. If the fair value of aforeclosed real estate asset
minus the estimated costs to sell the asset isless than
the asset’s cost, the deficiency must be recognized
as a vauation alowance against the asset which
is created through a charge to expense. The valua-
tion alowance should thereafter be increased or
decreased (but not below zero) through charges or
creditsto expense for changesin the asset’ sfair value
or estimated selling costs. For further information,
see the glossary entries for *foreclosed assets” and
“troubled debt restructurings.”

(3) Foreclosed real estate sold under contract and
accounted for under the deposit method of account-
ing in accordance with FASB Statement No. 66,
“Accounting for Sales of Rea Estate”” Under this
method, the seller does not record notes receivable,
but continues to report the real estate and any related
existing debt on its balance sheet. The deposit
method is used when a sale has not been consum-
mated and is commonly used when the recovery of
the carrying value of the property is not reasonably
assured. If the full accrual, installment, cost recovery,
reduced profit, or percentage-of-completion method
of accounting under FASB Statement No. 66 is being
used to account for the sale, the receivable resulting
from the sale of the foreclosed real estate should be
reported asaloan in Schedule HC-C, and any gain on
the sale should be recognized in accordance with
FASB Statement No. 66. For further information, see
the Glossary entry for *“foreclosed assets.”

(4) Foreclosed real estate arising from mortgage loans
insured by the Federal Housing Administration (FHA)
or the Farmers Home Administration (FmHA) or
guaranteed by the Veterans Administration (VA) that
back Government National Mortgage Association
(GNMA) securities, i.e., “GNMA loans.”

Line item 13(b) Other real estate owned.

Report in thisitem all real estate acquired and held by the
consolidated bank holding company for investment pur-
poses. Property formerly but no longer used for banking
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or nonbanking activities may be reported in this item as
“ Other real estate owned” or initem 6, as** Premises and
fixed assets.”

Include in this item the following:

(1) Any red estate acquired, directly or indirectly, by the
bank holding company or a consolidated subsidiary
and held for development or other investment pur-
poses. (Do not include real estate acquired in any
manner for debts previously contracted, which are to
be reported in item 13(a) above.)

(2) Redl estate acquisition, development, or construction
(ADC) arrangements that are accounted for asinvest-
ments in real estate in accordance with guidance
prepared by the American Institute of Certified Pub-
lic Accountants (AICPA) in Notices to Practitioners
issued in November 1983, November 1984, and
February 1986.

(3) Readl estate acquired and held for investment by the
consolidated holding company or a consolidated
subsidiary that has been sold under contract and
accounted for under the deposit method in accor-
dance with FASB Statement No. 66, ‘“‘Accounting for
Sales of Rea Estate” Under this method, the seller
does not record notes receivable, but continues to
report the real estate and any related existing debt on
its balance sheet. The deposit method is used when a
sale has not been consummated and is commonly
used when the recovery of the carrying value of the
property is not reasonably assured. Once the criteria
for sale treatment under FASB Statement No. 66
have been met, the receivable resulting from the sale
of the foreclosed real estate should continue to be
reported in this item or should be reported as aloan
in Schedule HC-C, and any gain on the sale should
be recognized in accordance with FASB Statement
No. 66.

(4) Any other loans secured by real estate and advanced
for real estate acquisition, development, or invest-
ment purposes if the reporting bank in substance has
virtualy the same risks and potential rewards as an
investor in the borrower’s real estate venture.

(5) Investments in corporate joint ventures, unincorpo-
rated joint ventures, and general or limited partner-
shipsthat are primarily engaged in the holding of rea
estate for development, resale, or other investment
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purposes and over which the bank does not exercise
significant influence.

(6) Property originally acquired for future expansion but
no longer intended to be used for that purpose.

Line Item 13(c) Total.

Report the sum of items 13(a) and 13(b). This amount
must equal Schedule HC, item 7, “Other real estate
owned.”

Lineltem 14 Other borrowed money.

Report in the appropriate subitem the amount borrowed
by the consolidated bank holding company.

Line Item 14(a) Commercial paper.

Report the total amount outstanding of commercial paper
issued by the reporting bank holding company or its
subsidiaries.

(See the Glossary entry for ““commercial paper” for a
description of commercial paper.)

Line Item 14(b) Other borrowed money with a
remaining maturity of one year or less.

Report the total amount of money borrowed by the
consolidated bank holding company with a remaining
maturity of one year or less. For purposes of this item,
remaining maturity isthe amount of time remaining from
the report date until final contractual maturity of a
borrowing without regard to the borrowing's repayment
schedule, if any.

Report the dollar amount outstanding of all interest-
bearing demand notes issued to the U.S. Treasury by the
depository institutions that are consolidated subsidiaries
of the reporting bank holding company. If the depository
institution subsidiary participatesin the Treasury Tax and
Loan note program, funds received for credit to the U.S.
government are demand deposits on the day received and
become note balances on the following business day.

Report in this item mortgage indebtedness and obliga-
tions under capitalized leases with a remaining maturity
of one year or less. Report the amount of mortgages,
liens, or other encumbrances on premises and fixed assets
and on other real estate owned for which the bank
holding company or its consolidated subsidiaries are
liable.

HC-M-6

If the bank holding company is the lessee on capitalized
lease property, include the bank holding company’s
liability for capitalized |ease payments. (See the Glossary
entry for *‘lease accounting” for a discussion of account-
ing with bank holding company as lessee.)

Report the total amount of money borrowed with a
remaining maturity of one year or less:

(1) on its promissory notes,

(2) onnotesand bills rediscounted (including commod-
ity drafts rediscounted);

(3) onfinancial assets (other than securities) sold under
repurchase agreements that have an original matu-
rity of more than one business day and sales of
participationsin pools of loans that have an original
maturity of more than one business day;

(4) by transferring financial assetsin exchange for cash
or other consideration (other than beneficial inter-
ests in the transferred assets) in transactions that do
not satisfy the criteria for sale treatment under
FASB Statement No. 140 (see the Glossary entry
for “transfers of financial assets’ for further
information);

(5) by the creation of due hills representing the bank
holding company’s receipt of payment and similar
instruments, whether collateralized or uncollateral-
ized (see the Glossary entry for *“due bills”);

(6) from Federal Reserve Banks;

(7) by overdrawing ‘‘due from” balances with deposi-
tory institutions, except overdrafts arising in con-
nection with checks or drafts drawn by subsidiary
depository institutions of the reporting bank hold-
ing company 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 deposi-
tory ingtitution (in which case, report the funds
received or held in connection with such checks or
drafts as deposits in Schedule HC-E until the funds
are remitted).
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(8) on purchases of ““term federal funds” (as defined in
the Glossary entry for “federal funds transac-
tions”); and

(9) by borrowing immediately available funds in for-
eign offices that have an origina maturity of one
business day or roll over under a continuing con-
trast that are not securities repurchase agreements.

(10) on any other obligation for the purpose of borrow-
ing money that has a remaining maturity of one
year or less and that is not reported elsewhere.

(For adiscussion of borrowingsin foreign offices, seethe
Glossary entry for **borrowings and deposits in foreign
offices.”)

Exclude from this item the following:

(1) Federa funds purchased (in domestic offices) and
securities sold under agreementsto repurchase (report
in Schedule HC, items 14(a) and 14(b), respectively);

(2) Liabilities resulting from the sales of assets that the
reporting bank holding company or its consolidated
subsidiaries does not own (see Glossary entry for
““short position’) (report in Schedule HC, item 15);
and

(3) Subordinated notes and debentures (report in Sched-
ule HC, item 19(a)).

Line Item 14(c) Other borrowed money with a
remaining maturity of more than one year.

For purposes of this item, remaining maturity is the
amount of time remaining from the report date until final
contractual maturity of a borrowing without regard to the
borrowing's repayment schedule, if any.

Report in this item mortgage indebtedness and obliga-
tions under capitalized leases with a remaining maturity
of more than year. Report the amount of mortgages, liens,
or other encumbrances on premises and fixed assets and
on other real estate owned for which the bank holding
company or its consolidated subsidiaries are liable.

If the bank holding company is the lessee on capitalized
lease property, include the bank holding company’s
liability for capitalized lease payments. (See the Glossary
entry for *“lease accounting” for a discussion of account-
ing with bank holding company as lessee.)
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Report the total amount of money borrowed by the
consolidated bank holding company with a remaining
maturity of more than one year:

(1) on its promissory notes;

(2) in the form of perpetual debt securities that are
unsecured and not subordinated;

(3) on notes and hills rediscounted (including commod-
ity drafts rediscounted);

(4) on loans sold under repurchase agreements that
mature in more than one business day; and

(5) on any other obligation with a remaining maturity of
more than one year for the purpose of borrowing
money that is not reported elsewhere.

NOTE: When the reporting bank holding company has
explicitly or implicitly guaranteed the long-term debt of
its Employee Stock Ownership Plan (ESOP), report in
this item the dollar amount outstanding of the long-term
debt guaranteed.

For adiscussion of borrowings in foreign offices, see the
Glossary entry for **borrowings and deposits in foreign
offices.”

Exclude from this item the following:

(1) federal funds purchased (in domestic offices) and
securities sold under agreementsto repurchase (report
in Schedule HC, items 14(a) and 14(b), respectively);

(2) liabilities resulting from the sales of assets that the
reporting bank holding company or its consolidated
subsidiaries do not own (see Glossary entry for
*“short position””) (report in Schedule HC, item 15);
and

(3) subordinated notes and debentures (report in Sched-
ule HC, item 19(a)).

Line Item 14(d) Total.

Report the sum of items 14(a), 14(b) and 14(c). This
amount must equal Schedule HC, item 16, ** Other bor-
rowed money.”

Lineltem 15 Does the holding company sell
private label or third party mutual funds and
annuities?

Indicate whether the reporting bank holding company
currently sells private label or third party mutual funds
and annuities.
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Place 1" for yes if the bank holding company, a bank
holding company subsidiary or other affiliate, or an
unaffiliated entity sells private label or third party mutual
funds and annuities:

(1) on premises of the bank holding company;

(2) from which the bank holding company receives
income at the time of the sale or over the duration of
the account (e.g., annual fees, Rule 12b-1 fees or
“trailer fees,” and redemption fees); or

(3) through the reporting bank holding company’s trust
department in transactions that are not executed in a
fiduciary capacity (e.g., trustee, executor, administra-
tor, conservator).

Otherwise, enter ‘0" for no.

Mutual fund is the common name for an open-end
investment company whose shares are sold to the invest-
ing public. An annuity is an investment product, typically
underwritten by an insurance company, that pays either a
fixed or variable payment stream over a specified period
of time. Both proprietary and private label mutual funds
and annuities are established in order to be marketed
primarily to a banking organization’s customers. A pro-
prietary product is a product for which the reporting bank
holding company or a subsidiary or other &ffiliate of the
reporting bank holding company acts as investment
adviser and may perform additional support services. Ina
private label product, an unaffiliated entity acts as the
investment adviser. The identity of the investment adviser
isnormally disclosed in the prospectus for a mutual fund
or annuity. Mutual funds and annuities that are not
proprietary or private label products are considered third
party products. For example, third party mutual funds
and annuities include products that are widely marketed
by numerous parties to the investing public and have
investment advisersthat are not affiliated with the report-
ing bank holding company.

Lineltem 16 Assets under 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 bank holding company or a subsidi-
ary of the bank holding company acts as investment
adviser.

A general description of a proprietary product isincluded
in the instruction to Schedule HC-M, item 15, above.
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Proprietary mutual funds and annuities are typically
created by large banking organizations and offered to
customers of the banking organization’ ssubsidiary banks.
Therefore, small, independent banks do not normally act
as investment advisers for mutual funds and annuities.

If neither the bank holding company nor any subsidiary
of the bank holding company acts as investment adviser
for a mutual fund or annuity, the bank holding company
should report a zero in this item.

Information related to the filing of the
FR Y-12 report (Line Items 17, 18, 19(a),
19(b))

Line items 17 and 18 will be used to determine if the
reporting bank holding company must complete the
Consolidated Bank Holding Company Report of Equity
Investments in Nonfinancial Companies (FR Y-12). In a
multi-tiered organization with one or more bank holding
companies (BHCs), only the top-tier BHC should com-
plete items 17 and 18 on a consolidated basis. However,
if a lower-tier BHC is functioning as the consolidated
top-tier reporter for other financial reports (for example,
when the top-tier is a non-U.S. BHC, ESOR, or limited
partnership), this lower-tier BHC should complete
items 17 and 18 on a consolidated basis.

Items 19(a) and 19(b) are to be completed by all
bank holding companies that are not required to file the
FRY-12.

Line Item 17 Does the bank holding company
hold, either directly or indirectly through a
subsidiary or affiliate, any nonfinancial equity
investments within a Small Business | nvestment
Company (SBIC) structure, or under section 4(c)(6)
or 4(c)(7) of the Bank Holding Company Act, or
pursuant to the merchant banking authority of
section 4(k)4(H) of the Bank Holding Company Act,
or pursuant to the investment authority granted by
Regulation K?

Enter a1 if the answer to this question is yes. Enter a
“0" if the response to this question is no. If the answer to
this question is no, your organization does not need to
complete the FR Y-12. Skip items 18 and proceed to items
19(a) and 19(b). If the answer to this question is yes,
proceed to item 18 below.
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For purposes of this question, an equity investment refers
to common stock, partnership interests, convertible pre-
ferred stock, convertible debt, and warrants, options, and
other rights that give the holder the right to acquire
common stock or instruments convertible into common
stock. An equity investment does not include any posi-
tion or security held in a trading account in accordance
with applicable accounting principles and as part of an
underwriting, market making or dealing activity.

A nonfinancial equity investment means an equity invest-
ment made by the BHC or any of its subsidiaries
(including al U.S. offices, International Banking Facili-
ties, foreign branches, branches in Puerto Rico and U.S.
territories and possessions, and majority-owned bank and
nonbank domestic and foreign subsidiaries, including
Edge and agreement subsidiaries, domestic non-
bankingsubsidiaries, and small business investment
companies (SBICs)):

* pursuant to the merchant banking authority of section
4(k)(4)(H) of the BHC Act (12 U.S.C. 1843(k)(4)(H))
and subpart J of the Board’s Regulation Y,

» under section 4(c)(6) or 4(c)(7) of the BHC Act
(12 U.S.C. 1843(c)(6) and (c)(7)) in a nonfinancial
company (as defined below) or in a company that
makes investments in nonfinancial companies,

* investments made through a SBIC that is consolidated
with the BHC or subsidiary, or in an SBIC that is not
consolidated, under section 302(b) of the Small Busi-
ness Investment Act of 1958,

« in a nonfinancial company under the portfolio invest-
ment provisions of the Board’s Regulation K (12 CFR
211.8(c)(3), or

e in a nonfinancial company under section 24 of the
Federal Deposit Insurance Act (12 U.S.C. 18314).

This question does not apply to equity investments that a
BHC or any of its subsidiaries may make under other
legal authorities. For example, this question does not
apply to nonfinancial investments made by an insurance
company subsidiary of a financial holding company
under section 4(k)(4)(1) of the BHC Act (12 U.S.C.
1843(k)(4)(1)). Also, this question does not apply to DPC
investments.

A nonfinancial company is a company that is engaged in
any activity that has not been determined to be financia
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in nature or incidental to a financial activity under
section 4(k) of the BHC Act (12 U.S.C. 1843(k)).

Line Item 18 Do your aggregate nonfinancial
equity investments equal or exceed the lesser of
$100 million (on an acquisition cost basis) or

10 percent of the BHC'’s consolidated Tier 1 capital
as of the report date?

Enter a1 if the answer to this question is yes. Enter a
“0" if the response to this question is no. If the answer to
both item 17 and item 18 is yes, your organization must
complete the FR Y-12. Skip items 19.a and 19.b, and
proceed to item 20 below. If the answer to either item 17
or item 18 is no, your organization does not need to
complete the FR Y-12. Proceed to items 19(a) and 19(b)
below.

See the instructions for item 17 above for the definition
of nonfinancial equity investment.

Acquisition cost is the amount paid by the BHC for the
nonfinancial equity investment when it was acquired.

Tier 1 capital is the amount reported in Schedule HC- R,
Regulatory Capital, item 11.

Items 19(a) and 19(b) are to be completed by all bank
holding companies that are not required to file the
FR Y-12.

Line Item 19(a) Has the bank holding company sold
or otherwise liquidated its holding of any
nonfinancial equity investment since the previous
reporting period?

Enter a1 if the answer to this question is yes. Enter a
“0” if the response to this question is no. See the
instructions for item 17 above for the definition of
nonfinancial equity investment.

Line item 19(b) Does the bank holding company
manage any nonfinancial equity investments for the
benefit of others?

Enter a** 1" if the answer to this question is yes. Enter a
“0"” if the response to this question is no.

This item applies to all bank holding companies that do
not file the FR Y-12 report that manage nonfinancial
equity investments for others by serving as a generd
partner in a limited partnership or performing a similar
function in a private equity fund. These investments are
not owned by the bank holding company and are not
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consolidated in the bank holding company’s financia
statements. Exclude investments managed through a bank
trust department in a fiduciary capacity. See the instruc-
tions for item 17 above for the definition of nonfinancial
equity investment.

Line Item 20 Balances of broker—dealer
subsidiaries engaged in underwriting or dealing
securities pursuant to Section 4(k)(4)(E) of the Bank
Holding Company Act as amended by the
Gramm-L each-Bliley Act.

These items are to be completed only by top-tier finan-
cial holding companies. A financial holding company is
a US. bank holding company that has submitted a
declaration to become a financial holding company with
the appropriate Federal Reserve Bank and whose decla-
ration has been determined to be effective as of the
reporting period (e.g., March 31, June 30, September 30,
or December 31).

Line ltem 20(a) Net Assets.

Report the total net assets of all broker—dealer subsidi-
aries engaged in underwriting or dealing securities pursu-
ant to Section 4(k)4(E) of the Bank Holding Company
Act as amended by the Gramm-Leach-Bliley Act. The
definition of assets generally corresponds to Schedule
HC, Baance Sheet, line 12. Include both domestic and
foreign subsidiaries that are owned by the financial
holding company. Exclude from this item intercompany
assets and claims on affiliates that are eliminated when
preparing consolidated financial statements for the finan-
cia holding company. Report intercompany assets and
clams in items 20(b) and 20(c), respectively. Also
exclude any subsidiaries that are held through a U.S.
depository institution.

Line Item 20(b) Balances due from related
institutions.

Report intercompany transaction balances due from the
parent company, subsidiary banks and their subsidiaries,
and nonbank subsidiaries of the parent bank holding
company. This may include cash, receivables and all
other amounts due from operating the underwriting sub-
sidiary. All amounts are reported gross.

Line Item 20(b)(1) Due from bank holding
company (parent company only), gross.

Report intercompany transaction balances due from the
reporting parent bank holding company. This may include
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receivables and amounts owed from operating the subsid-
iary or providing services to the parent company.

Line Item 20(b)(2) Due from subsidiary banks of
the bank holding company, gross.

Report intercompany transaction balances due from sub-
sidiary banks and their subsidiaries of the bank holding
company. This may include cash due from subsidiary
banks or amounts owed for services provided.

Line Item 20(b)(3) Due from nonbank subsidiaries
of the bank holding company, gross.

Report intercompany transaction balances due from non-
bank subsidiaries of the bank holding company.

Line Item 20(c) Balances due to related
institutions.

Line items 20(c)(1) through 20(c)(3) include intercom-
pany liabilities that are owed to affiliates or are derived
from subordinated debt agreement(s) with affiliates that
are considered capital under the SEC's net capital rule
(Rule 15¢3-1). The aggregate amount of that subordi-
nated debt is reported in line 20(d).

Line Item 20(c)(1) Due to bank holding company
(parent company only), gross.

Report the amount of all intercompany liabilities that are
owed to the reporting parent bank holding company.
Such liabilities may consist of administrative service
agreements, utilized lines of credit, management fees,
advances or any other amounts due to the bank holding
company parent.

Line Item 20(c)(2) Due to subsidiary banks of the
bank holding company, gross.

Report the amounts of all intercompany liabilities owed
to the subsidiary banks and their subsidiaries of the bank
holding company. Such liabilities may consist of short-
term loans and transaction processing fees.

Line Item 20(c)(3) Due to the nonbank
subsidiaries of the bank holding company, gross.

Report the amount of all intercompany liabilities owed to
the nonbank subsidiaries of the bank holding company.

FR Y-9C
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Line ltem 20(d) Intercompany liabilities reported
in items 20.c¢(1), 20.¢(2), and 20.c(3) above that
qualify as liabilities subordinated to claims of
general creditors.

Report the amount of intercompany liabilities that are
derived from subordinated debt agreement(s) that are
considered capital under SEC net capital rules (Rule
15¢3-1).

Line ltem 21 Net assets of subsidiaries engaged in
insurance or reinsurance underwriting pursuant to
Section 4(k)(4)(B) of the Bank Holding Company
Act as amended by the Gramm—L each—Bliley Act.

This item is to be completed only by the top-tier finan-
cial holding company in a multi-tiered organization
(and single-tiered financial holding companies), and
includes only newly authorized insurance underwriting
activities permitted under the Gramm-Leach-Bliley
Act. A financial holding company is a U.S. bank holding
company that has submitted a declaration to become a
financial holding company with the appropriate Federal
Reserve Bank and whose declaration has been deter-
mined to be effective as of the reporting period (e.g.,
March 31, June 30, September 30, or December 31).
Report the total net assets for subsidiaries engaged in
insurance or reinsurance underwriting pursuant to Sec-
tion 4(k)(4)(B) of the Bank Holding Company Act as
amended by the Gramm—Leach—Bliley Act. The defi-
nition of assets generally corresponds to Schedule HC,
Balance Shest, line 12. Include both domestic and for-
eign subsidiaries that are owned by the financial holding
company. Exclude from this item:

(2) intercompany assets and claims on affiliates that are
eliminated when preparing consolidated financial
statements for the financial holding company,

(2) subsidiariesthat engage solely in underwriting credit-
related insurance that was permissible for bank hold-
ing companies to engage in prior to the Gramm—
Leach-Bliley Act under Section 225.28(b)(11)(i) of
Regulation Y, and

(3) subsidiaries that are principally engaged in insurance
agency activities.
Lineltem 22 Address (URL) for the reporting

bank holding company’s web page that displays risk
disclosures, including credit and market risks.

(Thisitem is to be reported by bank holding companies
with total assets of $30 billion or more.)
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Report the bank holding company’ s nternet Web address,
also known as the Uniform Resource Locator (URL), that
the public enters into Internet browser software in order
to access the bank holding company’s risk disclosure
information. Bank holding companies should provide the
URL that links directly to the risk disclosure information
on the bank holding company’s web site or to atable that
cross-references to the location of the disclosures on the
web site. The risk disclosure information should include
the information as outlined in SR letter 01-6. This risk
information would typically be found in the manage-
ment’s discussion and analysis (MD&A) of Form 10-K
and Form 10-Q filed with the SEC.

Each bank holding company should ensure that it accu-
rately reports its URL. Do not provide an e-mail address
in the space for the Web address. The URL reported in
this item will be publicly available. Examples of URLs
are www.bhc.com/riskdisclosure and www.bhc.com/fin/;
do not preface with http:// because thisis already included
on the form.

Line ltem 23 Secured liabilities.

(This item is to be completed by all bank holding
companies.)

Report in the appropriate subitem the carrying amount of
federal funds purchased (in domestic offices) and ** Other
borrowings” that are secured, i.e., the carrying amount of
these types of liabilities for which the bank holding
company (or a consolidated subsidiary) has pledged
securities, loans, or other assets as collateral.

Line Item 23(a) Amount of *Federal funds
purchased (in domestic offices)” that are secured.

Report the carrying amount of federal funds purchased
(in domestic offices) (as defined for Schedule HC, item
14(a)) that are secured.

Line Item 23(b) Amount of “Other borrowings’
that are secured.

Report the carrying amount of ** Other borrowings’ (as
defined for Schedule HC-M, item 14(d)) that are secured.
Secured ** Other borrowings’ include, but are not limited
to, transfers of financia assets accounted for as financing
transactions because they do not satisfy thecriteriafor sale
accounting under FASB Statement No. 140, mortgages
payable on bank holding company premisesand other real
estate owned, and obligations under capitalized leases.
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LINE ITEM INSTRUCTIONS FOR

Past Due and Nonaccrua Loans, Leases,

and Other Assets
Schedule HC-N

General Instructions

Report on a fully consolidated basis al loans including
loans held for sale, leases, debt securities, and other
assets that are past due or are in nonaccrual status,
regardless of whether such credits are guaranteed or
secured or by the U.S. Government or by others. Loan
amounts should be reported net of unearned income to
the extent that they are reported net of unearned income
in Schedule HC-C. All lease, debt security, and other
asset amounts must be reported net of unearned income.
Report the full recorded investment in assets that are past
due or in nonaccrual status, as reported for purposes of
Schedule HC, Balance Sheet, not simply the delingquent
payments.

When a bank holding company services residential mort-
gage loans insured by the Federal Housing Administra-
tion (FHA) or the Farmers Home Administration (FmHA)
or guaranteed by the Veterans Administration (VA) that
back Government National Mortgage Association
(GNMA) securities, i.e., “GNMA loans,” after it has
securitized the loansin atransfer accounted for asa sale,
FASB Statement No. 140 requires the bank holding
company to bring individual delinquent GNMA loans
that it previoudy accounted for as sold back onto its
books as |oan assets when, under the GNMA Mortgage-
Backed Securities Guide, the loan meets GNMA' s speci-
fied delinquency criteria and is eligible for repurchase.
This rebooking of GNMA loansis required regardless of
whether the bank holding company, as seller-servicer,
intends to exercise the repurchase (buy-back) option. A
seller-servicer must report al delinquent rebooked GNMA
loans that have been repurchased or are eligible for
repurchase as past due in Schedule HC-N in accordance
with their contractual repayment terms. In addition, if a
bank holding company services GNMA loans, but was
not the transferor of the loans that were securitized, and
purchases individual delinquent loans out of the GNMA
securitization, the bank holding company must report the
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purchased loans as past due in Schedule HC-N in accor-
dance with their contractual repayment terms even
though the bank holding company was not required to
record the delinquent GNMA loans as assets prior to
purchasing the loans. Such delinquent GNMA loans
should be reported in items 1(c), 11, and 11(b) of
Schedule RC-N.

Definitions

Past Due—The past due status of a loan or other asset
should be determined in accordance with its contractua
repayment terms. For purposes of this schedule, grace
periods allowed by the bank holding company after a
loan or other asset technically has become past due but
before the imposition of late charges are not to be taken
into account in determining past due status. Furthermore,
loans, leases, debt securities, and other assets are to be
reported as past due when either interest or principa is
unpaid in the following circumstances:

(1) Closed-end installment loans, amortizing loans
secured by real estate, and any other loans and lease
financing receivables with payments scheduled
monthly are to be reported as past due when the
borrower is in arrears two or more monthly pay-
ments. (At a bank holding company’s option, loans
and leases with payments scheduled monthly may be
reported as past due when one scheduled payment is
due and unpaid for 30 days or more.) Other multipay-
ment obligations with payments scheduled other than
monthly are to be reported as past due when one
scheduled payment is due and unpaid for 30 days or
more.

(2) Open-end credit such as charge-card plans, check
credit, and other revolving credit plans are to be
reported as past due when the customer has not made
the minimum payment for two or more billing cycles.
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(3) Single payment and demand notes, debt securities,
and other assets providing for the payment of interest
at stated intervals are to be reported as past due after
one interest payment is due and unpaid for 30 days or
more.

(4) Single payment notes, debt securities, and other
assets providing for the payment of interest at matu-
rity are to be reported as past due after maturity if
interest or principal remains unpaid for 30 days or
more.

(5) Unplanned overdrafts are to be reported as past due if
the account remains continuously overdrawn for
30 days or more.

For purposes of this schedule, a full payment in comput-
ing past due status for consumer installment loans (both
closed-end and open-end) is defined to include a partia
payment equivalent to 90 percent or more of the contrac-
tual payment.

NOTE: The time period used for reporting past due
status as indicated above may not in al instances con-
form to those utilized by federal bank regulators in bank
examinations.

Nonaccrual—For purposes of this schedule, an asset is
to be reported as being in nonaccrual status if: (1) it is
maintained on a cash basis because of deterioration in the
financial condition of the borrower, (2) payment in full of
principal or interest is not expected, or (3) principal or
interest has been in default for a period of 90 days or
more unless the asset is both well secured and in the
process of collection.

An asset is “well secured” if it is secured (1) by
collateral in the form of liens on or pledges of rea or
personal property, including securities, that have arealiz-
able value sufficient to discharge the debt (including
accrued interest) in full, or (2) by the guarantee of a
financially responsible party. An asset is ““in the process
of collection” if collection of the asset is proceeding in
due course either (1) through lega action, including
judgment enforcement procedures, or, (2) in appropriate
circumstances, through collection efforts not involving
legal action which are reasonably expected to result in
repayment of the debt or in its restoration to a current
status in the near future.

For purposes of applying the third test for nonaccrual
status listed above, the date on which an asset reaches
nonaccrual status is determined by its contractua terms.
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If the principa or interest on an asset becomes due and
unpaid for 90 days or more on a date that falls between
report dates, the asset should be placed in nonaccrual
status as of the date it becomes 90 days past due and
itshould remain in nonaccrual status until it meets the
criteriafor restoration to accrual status described below.

In the following situations, an asset need not be placed in
nonaccrual status:

(1) The criteria for accrua of income under the interest
method specified in AICPA Statement of Position
03-3, “Accounting for Certain Loans or Debt Securi-
ties Acquired in a Transfer,” are met for a purchased
impaired loan or debt security accounted for in
accordance with that Statement of Position, regard-
less of whether the loan or debt security had been
maintained in nonaccrua status by its seller. For
further information, see the Glossary entry for “pur-
chased impaired loans and debt securities.”

(2) The criteria for amortization (i.e., accretion of dis-
count) specified in AICPA Practice Bulletin No. 6,
“Amortization of Discounts on Certain Acquired
Loans,” are met with respect to aloan or other debt
instrument accounted for in accordance with that
Practice Bulletin that was acquired at a discount
(because there is uncertainty as to the amounts or
timing of future cash flows) from an unaffiliated third
party (such as another ingtitution or the receiver of a
failed institution), including those that the seller had
maintained in nonaccrual status.

(3) The asset upon which principal or interest is due and
unpaid for 90 days or more is a consumer loan (as
defined for Schedule HC-C, item 6, *‘Loans to indi-
viduals for household, family, and other persona
expenditures”) or a loan secured by a 1-to-4 family
residential property (as defined for Schedule HC-C,
item 1(c), Loans " Secured by 1-4 family residential
properties’). Nevertheless, such loans should be
subject to other alternative methods of evaluation to
assure that the bank holding company’ s net incomeis
not materially overstated. To the extent that the bank
holding company has elected to carry such aloan in
nonaccrual status on its books, the loan must be
reported as nonaccrual in this schedule.

As a genera rule, a nonaccrua asset may be restored to
accrua status when:
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(1) None of its principal and interest is due and unpaid,
and the bank holding company expects repayment of
the remaining contractual principal and interest, or

(2) When it otherwise becomes well secured and in the
process of collection.

For purposes of meeting the first test for restoration to
accrual status, the bank holding company must have
received repayment of the past due principal and interest
unless, as discussed in the Glossary entry for ““nonac-
crua status,”

(1) The asset has been formally restructured and quali-
fies for accrual status,

(2) The asset is a purchased impaired loan or debt
security accounted for in accordance with AICPA
Statement of Position 03-3 and it meets the criteria
for accrual of income under the interest method
specified in that Statement of Position,

(3) The asset has been acquired at a discount (because
there is uncertainty as to the amounts or timing of
future cash flows) from an unaffiliated third party, is
accounted for in accordance with AICPA Practice
Bulletin No. 6, and meets the criteriafor amortization
(i.e., accretion of discount) specified in that Practice
Bulletin, or

(4) The borrower has resumed paying the full amount of
the scheduled contractual interest and principa pay-
ments on a loan that is past due and in nonaccrual
status, even though the loan has not been brought
fully current, and certain repayment criteria are met.

For further information, see the Glossary entry for *‘ non-
accrua status.”

Restructured—~For purposes of this schedule, restruc-
tured loans and leases are those loans and leases whose
terms have been modified, because of a deterioration in
the financia condition of the borrower, to provide for a
reduction of either interest or principal. Once an obliga-
tion has been restructured because of such credit prob-
lems, it continues to be considered restructured until paid
in full or, if the obligation yields a market rate, until the
year subseguent to the year in which the restructuring
takes place. A loan extended or renewed at a stated
interest rate equal to the current interest rate for new debt
with similar risk is not considered a restructured loan.
Also, aloan to a purchaser of “other rea estate owned”
by the reporting bank holding company for the purpose
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of facilitating the disposal of such rea estate is not
considered a restructured loan.

For further information, see the Glossary entry for
“troubled debt restructurings.”

Column Instructions

The columns of Schedule HC-N are mutually exclusive.
Any given loan, lease, debt security, or other asset should
be reported in only one of columns A, B, and C.
Information reported for any given off-balance sheet
contract should be reported in only column A or col-
umn B.

Report in columns A and B of Schedule HC-N (except for
Memorandum item 6) the recorded investments (not just
delinquent payments) of loans, leases, debt securities,
and other assets that are past due and upon which the
bank continues to accrue interest, as follows:

(1) In column A, report closed-end monthly installment
loans, amortizing loans secured by real estate, lease
financing receivables, and open-end credit in arrears
two or three monthly payments; other multipayment
obligations with payments scheduled other than
monthly when one scheduled payment is due and
unpaid for 30 through 89 days; single payment and
demand notes, debt securities, and other assets pro-
viding for payment of interest at stated intervals
after one interest payment is due and unpaid for
30 through 89 days, single payment notes, debt
securities, and other assets providing for payment of
interest at maturity, on which interest or principa
remains unpaid for 30 through 89 days after maturity;
unplanned overdrafts, whether or not the bank hold
company is accruing interest on them, if the account
remains continuously overdrawn for 30 through
89 days.

(2) In column B, report the loans, lease financing receiv-
ables, debt securities, and other assets as specified
above on which payment is due and unpaid for
90 days or more.

Include in columns A and B, as appropriate (except for
Memorandum item 6), al loans, leases, debt securities,
and other assets which, subsequent to their restructur-
ing by means of a modification of terms, have become
30 days or more past due and upon which the bank
holding company continues to accrue interest. Exclude
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from columns A and B all loans, leases, debt securities,
and other assets that are in nonaccrua status.

Report in columns A and B of Memorandum item 6 the
fair value, if positive, of all interest rate, foreign exchange
rate, equity and commodity and other derivative con-
tracts on which a required payment by the bank holding
company’s counterparty is due and unpaid for 30 through
89 days and due and unpaid for 90 days or more,
respectively.

Report in column C the recorded investments in loans,
leases, debt securities, and other assets that are in nonac-
crual status. Include all restructured loans, leases, debt
securities, and other assets that are in nonaccrual status.
However, restructured loans, leases, debt securities, and
other assets with a zero percent effective interest rate are
not to be reported in this column as nonaccrual assets.

[tem Instructions

The loan category definitions used in Schedule HC-N
correspond with the loan category definitions found in
Schedule HC-C. Consistent with Schedule HC-C, the
category-by-category breakdown of loans and leases in
Schedule HC-N includes (1) loans and leases held for
sale and (2) loans and leases that the reporting bank
holding company has the intent and ability to hold for the
foreseeable future or until maturity or payoff.

Lineltem 1 Loans secured by real estate.

Report in the appropriate subitem and column al past
due and nonaccrual loans secured by rea estate included
in Schedule HC-C, item 1. In addition, report initem 1(f),
“In foreign offices” past due and nonaccrua loans and
leases secured by real estate in foreign offices.

Line ltem 1(a) Construction, land development,
and other land loans (in domestic offices).

Report in the appropriate subitem and column the amount
of al construction, land development, and other land
loans (in domestic offices) included in Schedule HC-C,
item 1(a), column B, that are past due 30 days or more or
are in nonaccrua status as of the report date.

Line Item 1(a)(1) 1-4 family residential
construction loans.

Report in the appropriate column the amount of all 1-4
family residential construction loans (in domestic offices)
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included in Schedule HC-C, item 1(a)(1), column B, that
are past due 30 days or more or are in nonaccrua status
as of the report date.

Line Item 1(a)(2) Other construction loans and all
land development and other land loans.

Report in the appropriate column the amount of all other
construction loans and al land development and other
land loans (in domestic offices) included in Schedule
HC-C, item 1(a)(2), column B, that are past due 30 days
or more or are in nonaccrua status as of the report date.

Line Item 1(b) Secured by farmland in domestic
offices.

Report in the appropriate column &l past due and non-
accrual loansin domestic offices secured by farmland and
improvements thereon, included in Schedule HC-C,
item 1(b).

Line Item 1(c) Secured by 1-4 family residential
properties in domestic offices.

Report in the appropriate column all past due and non-
accrual loans in domestic offices secured by 1-4 family
residential properties included in Schedule HC-C,
item 1(c).

Line Item 1(c)(1) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report in the appropriate column all past due and non-
accrua loans secured by revolving, open-end lines of
credit secured by 1-to-4 family residential properties,
included in Schedule HC-C, item 1(c)(1).

Line Item 1(c)(2) Closed-end loans secured by
1-4 family residential properties.

Report in the appropriate subitem and column the amount
of all closed-end loans secured by 1-4 family residential
properties (in domestic offices), included for Sched-
ule HC-C, item 1(c)(2), column B, that are past due
30 days or more or are in nonaccrual status as of the
report date.

Line Item 1(c)(2)(a) Secured by first liens.

Report in the appropriate column the amount of all
closed-end loans secured by first liens on 1-4 family
residential properties (in domestic offices), included for
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Schedule HC-C, item 1(c)(2)(a), column B, that are past
due 30 days or more or are in nonaccrual status as of the
report date.

Line Item 1(c)(2)(b) Secured by junior liens.

Report in the appropriate column the amount of all
closed-end loans secured by junior liens on 1-4 family
residential properties (in domestic offices), included for
Schedule HC-C, item 1(c)(2)(b), column B, that are past
due 30 days or more or are in nonaccrua status as of the
report date. Include loans secured by junior liens in this
item even if the bank holding company also holds a loan
secured by afirst lien on the same 1-4 family residential
property and there are no intervening junior liens.

Line Item 1(d) Secured by multifamily (5 or more)
residential propertiesin domestic offices.

Report in the appropriate column all past due and non-
accrual loans secured by (5 or more) residentia proper-
ties (in domestic offices) included in Schedule HC-C,
item 1(d).

Line Item 1(e) Secured by nonfarm nonresidential
properties (in domestic offices).

Report in the appropriate subitem and column the amount
of all loans secured by nonfarm residential properties (in
domestic offices) included in Schedule HC-C, item 1(e),
column B, that are past due 30 days or more or are in
nonaccrual status as of the report date.

Line Item 1(e)(1) Loans secured by
owner-occupied nonfarm nonresidential properties.

Report in the appropriate column the amount of loans
secured by owner-occupied nonfarm nonresidential prop-
erties (in domestic offices) included in Schedule HC-C,
item 1(e)(1), column B, that are past due 30 days or more
or are in nonaccrual status as of the report date.

Line Item 1(e)(2) Loans secured by other nonfarm
nonresidential properties.

Report in the appropriate column the amount of loans
secured by other nonfarm nonresidential properties (in
domestic offices) included in Schedule HC-C, item
1(e)(2), column B, that are past due 30 days or more or
are in nonaccrua status as of the report date.
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Line Item 1(f) Secured by loans in foreign offices.

Report in the appropriate column &l past due and non-
accrual loans secured by real estate in foreign offices
included in Schedule HC-C, item 1, column A.

Line ltem 2 Loans to depository institutions and
acceptances of other banks.

Report in the appropriate column al past due and non-
accrua loans and acceptances of other banks included in
Schedule HC-C, item 2.

Line ltem 2(a) U.S. banks and other U.S.
depository institutions.

Report in the appropriate column all past due and non-
accrua loans to and acceptances of U.S. banks and other
depository institutions included on Schedule HC-C,
item 2(a).

Line Item 2(b) Foreign banks.

Report in the appropriate column all past due and non-
accrua loans to and acceptances of foreign banks in-
cluded in Schedule HC-C, item 2(b).

Line ltem 3 Loans to finance agricultural
production and other loans to farmers.

Report in the appropriate column &l past due and non-
accrua loans to finance agricultural production and other
loans to farms included in Schedule HC-C, item 3.

Lineltem 4 Commercial and industrial loans.

Report in the appropriate column all past due and non-
accrual commercial and industrial loans included in
Schedule HC-C, item 4.

Lineltem 5 Loansto individuals for household,
family, and other personal expenditures.

Report in the appropriate column &l past due and non-
accrua loans to individuas for household, family, and
other personal expenditures included in Schedule HC-C,
item 6, column A.

Line Item 5(a) Credit cards.

Report in the appropriate column al past due and non-
accrua loans arising from credit cards included in Sched-
ule HC-C, item 6(a).
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Line Item 5(b) Other (includes single payment,
installment, all student loans, and revolving credit
plans other than credit cards).

Report in the appropriate column all other past due and
nonaccrual loans to individuals for household, family,
and other persona expenditures included in Sched-
ule HC-C, items 6(b) and 6(c).

Lineltem 6 Loansto foreign governments and
official institutions.

Report in the appropriate column al past due and non-
accrual loans to foreign governments and official institu-
tions included in Schedule HC-C, item 7.

Lineltem 7 All other loans.

Report in the appropriate column all other past due and
nonaccrual loans included in Schedule HC-C, item 9.

Line ltem 8 Lease financing receivables (net of
unearned income).

Report in the appropriate subitem and column the amount
of all lease financing receivables (net of unearned
income) included in Schedule HC-C, item 10, that are
past due 30 days or more or are in nonaccrual status as of
the report date.

Line Item 8(a) Leasesto individuals for household,
family, and other personal expenditures.

Report in the appropriate column the amount of all leases
(net of unearned income) to individuals for household,
family, and other personal expenditures included in
Schedule HC-C, item 10(a), column A, that are past due
30 days or more or are in nonaccrua status as of the
report date.

Line Item 8(b) All other leases.

Report in the appropriate column the amount of all other
leases (net of unearned income) included in Schedule
HC-C, item 10(b), column A, that are past due 30 days or
more or are in nonaccrual status as of the report date.

Lineltem 9 Debt securities and other assets
(exclude other real estate owned and other
repossessed assets).

Report in the appropriate column all assets other than
loans and leases reportable in Schedule HC that are past
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due 30 days or more or are in nonaccrua status as of
the report date. Include such assets as debt securities
and interest-bearing balances due from depository
ingtitutions. Also include operating lease paymentsreceiv-
able that have been recorded as assets in Schedule HC,
item 11, when the operating lease is past due 30 days or
more or in nonaccrual status. Exclude other real estate
owned reportable in Schedule HC, item 7, and other
repossessed assets reportable in Schedule HC, item 11,
such as automobiles, boats, equipment, appliances, and
similar personal property.

Lineltem 10 Total.
Report the sum of items 1 through 9.

Lineltem 11 Loans and leases reported in
items 1 through 8 above which are wholly or
partially guaranteed by the U.S. Government.

Report in the appropriate column the aggregate recorded
investment in al loans and leases reported in items 1
through 8 above for which repayment of principa is
wholly or partially guaranteed or insured by the U.S.
Government, including its agencies and its government-
sponsored agencies. Examples include loans guaranteed
by the FDIC (through loss-sharing arrangements in
FDIC-assisted acquisitions), the Small Business Admin-
istration, and the Federal Housing Administration.

Exclude from thisitem loans and |eases guaranteed by or
insured by state or local governments, state or local
government agencies, foreign (non-U.S.) governments,
and private agencies or organizations. Also exclude loans
and leases collateralized by securities issued by the U.S.
Government, including its agencies and its government-
sponsored agencies. Amounts need not be reported in this
item and in item 11(a) below if they are considered
immaterial.

Line Item 11(a) Guaranteed portion of loans and
leases (exclude rebooked 'GNMA loans') included in
item 11 above.

Report in the appropriate column the maximum amount
recoverable from the U.S. Government, including its
agencies and its government-sponsored agencies, under
the guarantee or insurance provisions applicable to the
loans and leases included in Schedule HC-N, item 11,
above.
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Seller-servicers of GNMA loans should exclude all delin-
guent rebooked GNMA loans that have been repurchased
or are eligible for repurchase from this item (report such
rebooked GNMA loans in item 11(b) below). Servicers
of GNMA loans should exclude individual delinquent
loans (for which they were not the transferor) that they
have purchased out of GNMA securitizations from this
item (report such purchased GNMA loans in item 11(b)
below).

Line item 11(b) Rebooked “GNMA loans” that have
been repurchased or are eligible for repurchase
included in item 11 above.

Report in the appropriate column the recorded invest-
ment in:

(1) Delinquent rebooked GNMA loans that have been
repurchased or are eligible for repurchase by seller-
servicers of GNMA loans; and

(2) Delinquent loans that have been purchased out of
GNMA securitizations by servicers of GNMA loans
that were not the transferors of the loans.

Memor anda

Lineltem M1 Restructured loans and leases
included in Schedule HC-N, item 1 through 8,
above (and not reported in Schedule HC-C,
memoranda item 1).

Report in the appropriate subitem and column the amount
of restructured loans and leases (as defined above) that
under their modified repayment terms are past due 30
days or more or are in nonaccrual status as of the report
date. Such loans and leases will have been included in
one or more of the loan categoriesin items 1 through 8 of
this schedule. However, exclude from this item all
restructured loans to individuals for household, family,
and other persona expenditures (included in Schedule
HC-N, items 5(a) and 5(b)).

Lineltem M1(a) Loans secured by 1-4 family
residential propertiesin domestic offices.

Report in the appropriate column al restructured loans
secured by 1-4 family residential properties (in domestic
offices) included initems 1(c)(1), 1(c)(2)(a), and 1(c)(2)(b)
of this schedule that, under their modified repayment
terms, are past due 30 days or more or are in nonaccrual
status as of the report date.
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Line Iltem M1(b) Other loans and all leases.

Report in the appropriate column al other restructured
loans and leases that, under their modified repayment
terms, are past due 30 days or more or are in nonaccrual
status as of the report date. Exclude from this item all
restructured loans to individuals for household, family,
and other personal expenditures.

Lineltem M2 Loansto finance commercial real
estate, construction, and land development activities
included (not secured by real estate) in

Schedule HC-N, items 4 and 7, above.

Report the amount of loans to finance commercial real
estate, construction, and land development activities not
secured by real estate that are past due 30 days or more
or are in nonaccrual status as of the report date. Such
loans will have been included in items 4 and 7 of
Schedule HC-N above. Exclude from this item all loans
secured by real estate included in item 1 of Sched-
ule HC-N above. Thisitem corresponds with the amounts
reported in memorandaitem 2 of Schedule HC-C.

Lineltem M3 Loans and leases included in
Schedule HC-N, items 1, 2, 4, 5, 6, 7, and 8
extended to non-U.S. addresses.

Report the total amount of past due and nonaccrual loans
and leases extended to customers domiciled in a foreign
country.

See the Glossary entry for “domicile’” for the definition
of non-U.S. addressee.

Line Iltem M4 Not applicable.

Line ltem M5 Loans and leases held for sale and
loans measured at fair value.

Report in the appropriate subitem and column the amount
of al loans and leases held for sale, whether measured at
the lower of cost or fair value or at fair value under afair
value option, and al loans held for investment measured
at fair value under afair value option that are past due 30
days or more or are in nonaccrual status as of the report
date. Such loans and leases will have been included in
one or more of the loan and lease categories in items 1
through 8 of Schedule HC-N above and would, therefore,
exclude any loans classified as trading assets and in-
cluded in Schedule HC, item 5.
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Line ltem M5(a) Loans and leases held for sale.

Report in the appropriate column the carrying amount of
all loans and leases classified as held for sale included in
Schedule HC, item 4(a), which are reported at the lower
of cost or fair value or at fair value under a fair value
option, that are past due 30 days or more or are in
nonaccrual status as of the report date.

Line Item M5(b) Loans measured at fair value.

Report in the appropriate subitem and column the total
fair value and unpaid principal balance of al loans held
for investment that are measured at fair value under afair
value option included in Schedule HC, item 4(b), that are
past due 30 days or more or are in nonaccrual status as of
the report date.

NOTE: Completion of Memorandum items 5.b.(1) and
(2) of Schedule HC-N is optional for the March 31,
2008, report date only. These items must be completed
by all bank holding companies beginning June 30,
2008.

Line Item M5(b)(1) Fair value.

Report in the appropriate column the total fair value of all
loans held for investment that are measured at fair value
under afair value option included in Schedule HC, item
4(b), that are past due 30 days or more or are in
nonaccrual status as of the report date.

Line Item M5(b)(2) Unpaid principal balance.

Report in the appropriate column the total unpaid princi-
pal balance of all loans held for investment that are
measured at fair value under afair value option included
in Schedule HC, item 4(b), that are past due 30 days or
more or are in nonaccrual status as of the report date.

Line ltem M6 Interest rate, foreign exchange rate,
and other commodity and equity contracts: Fair
value of amounts carried as assets.

Report in the appropriate column the fair value for al
interest rate, foreign exchange rate, and other derivative
contracts commodity and equity contracts (as defined for
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Schedule HC-L, item 11) on which a required payment
by the bank holding company’s counterparty is past due
30 days or more as of the report date.

Line ltem M7 Additions to nonaccrual assets
during the quarter.

Report the aggregate amount of all loans, leases, debt
securities, and other assets (net of unearned income) that
have been placed in nonaccrua status during the calendar
quarter ending on the report date. Include those assets
placed in nonaccrual status during the quarter that are
included as of the quarter-end report date in Schedule
HC-N, column C, items 1 through 9. Also include those
assets placed in nonaccrua status during the quarter that,
before the current quarter-end, have been sold, paid off,
charged-off, settled through foreclosure or concession of
collateral (or any other disposition of the nonaccrua
asset) or have been returned to accrua status. In other
words, the aggregate amount of assets placed in nonac-
crual status since the prior quarter-end that should be
reported in this item should not be reduced, for example,
by any charge-offs or sales of such nonaccrual assets. If a
given asset is placed in nonaccrual status more than once
during the quarter, report the amount of the asset only
once.

Line Iltem M8 Nonaccrual assets sold during the
quarter.

Report the total of the outstanding balances of all loans,
leases, debt securities, and other assets held in nonaccrual
status (i.e., reportable in Schedule HC-N, column C,
items 1 through 9) that were sold during the calendar
guarter ending on the report date. The amount to be
included in this item is the outstanding balance (net of
unearned income) of each nonaccrual asset at the time of
its sale. Do not report the sales price of the nonaccrual
assets and do not include any gains or losses from the
sale. For purposes of this item, only include those
transfers of nonaccrual assets that meet the criteria for a
sale as set forth in FASB Statement No. 140. For further
information, see the Glossary entry for “ Transfers of
financial assets.”
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LINE ITEM INSTRUCTIONS FOR

1-4 Family Residential
Mortgage Banking Activities

Schedule HC-P

General Instructions

Schedule HC-Pisto be completed by (1) all bank holding
companies with $1 billion or more in total assets and (2)
those bank holding companieswith lessthan $1 billionin
total assets where any of the following residential mort-
gage banking activities (in domestic offices) exceeds $10
million for two consecutive quarters:

(a) Closed-end and open-end first lien and junior lien 1-4
family residential mortgage loan originations and pur-
chases for resale from all sources during a calendar
quarter; or

b) Closed-end and open-end first lien and junior lien 1-4
family residential mortgage loan sales during a calendar
quarter; or

¢) Closed-end and open-end first lien and junior lien 1-4
family residential mortgage loans held for sale at calen-
dar quarter-end.

For a bank holding company with less than $1 billion in
total assets, the bank holding company must complete
Schedule HC-P beginning the second quarter in which
the $10 million threshold is exceeded and continue to
complete the schedule through the end of the calendar
year. Open-end mortgage banking activities should be
measured using the “total commitment under the lines of
credit” as defined below. For example, if the bank
holding company’s closed-end and open-end first and
junior lien 1-4 family residential mortgage loan origina
tions and purchases for resale from all sources exceeded
$10 million during the quarter ended June 30, 2008, and
the bank holding company’ s sales of such loans exceeded
$10 million during the quarter ended September 30,
2008, the bank holding company would be required to
complete Schedule HC-P in its September 30 and Decem-
ber 31, 2008, reports. If its total assets remain less than
$1 hillion, the level of this bank holding company’s
mortgage bank activities during the fourth quarter of
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2008 and the first quarter of 009 would determine
whether it would need to complete Schedule HC-P each
quarter during 2009 beginning March 31, 20009.

For purposes of Schedule HC-P, closed-end 1-4 family
residential mortgage |oans are defined in Schedule HC-C,
item 1(c)(2), *“Closed-end loans secured by 1-4 family
residential properties.”” All closed-end 1-4 family residen-
tial mortgage loans secured by junior (i.e., other than
first) liens should be reported as junior liens in Schedule
HC-P even if the bank holding company has also origi-
nated or purchased a loan secured by a first lien on the
same 1-4 family residential property and there are no
intervening junior liens. Open-end 1-4 family residential
mortgage loans are defined in Schedule HC-C, item
1(c)(2), “Revolving, open-end loans secured by 1-4
family residential properties and extended under lines of
credit.”

For purposes of reporting on open-end loans extended
under lines of credit in Schedule HC-P, the “total commit-
ment under the lines of credit” is defined as the total
amount of the lines of credit granted to customers at the
time the open-end credits were originated. For retail and
wholesale originations of such open-end loans, the “prin-
cipal amount funded under the lines of credit” is defined
as the initial fundings made to customers on newly
established lines of credit. For open-end loans purchased,
sold, held for sale, and repurchased or indemnified, the
“principal amount funded under the lines of credit” is
defined as the principal balance outstanding of loans
extended under lines of credit at the transaction date or at
quarter-end, as appropriate.

NOTE: Completion of items 1(c)(1) and (2), 2(c)(1) and
(2), 3(c)(1) and (2), 4(c)(1) and (2), 5(b), and 6(c)(1)
and (2) of Schedule HC-P is optional for the March 31,
2008, report date only. These items must be completed
by all bank holding companies required to complete
Schedule HC-P beginning June 30, 2008.
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Lineltem 1 Retail originations during the quarter
of 1-4 family residential mortgage loans for sale.

Report in the appropriate subitem retail originations of
closed-end and open-end 1-4 family residential mortgage
loans for resale during the calendar quarter ending on the
report date. Include as retail originations those closed-
end and open-end 1-4 family residential mortgage loans
for which the origination and underwriting process was
handled exclusively by the bank holding company or a
consolidated subsidiary of the bank holding company.
However, if the reporting bank holding company is
acting merely as a broker or agent and forwards loan
applications and supporting documentation to another
party who closes or funds the loans in its name (even if
the reporting bank holding company has some involve-
ment in processing and underwriting the loans), the
reporting bank holding company should not report these
loans as originations or purchases in this schedule.

Exclude closed-end and open-end 1-4 family residential
mortgage loans originated or purchased for the reporting
bank holding company’s own loan portfolio.

Line ltem 1(a) Closed-end first liens.

Report the principal amount of retail originations of
closed-end first lien 1-4 family residential mortgage
loans for resale during the calendar quarter.

Line Item 1(b) Closed-end junior liens.

Report the principal amount of retail originations of
closed-end junior lien 1-4 family residential mortgage
loans for resale during the calendar quarter.

Line Item 1(c) Open-end loans extended under
lines of credit:

Line Item 1(c)(1) Total commitment under the
lines of credit.

Report the total amount of open-end commitments under
retail originations of revolving, open-end lines of credit
secured by 1-4 family residential properties for resale
during the calendar quarter.

Line Item 1(c)(2) Principal amount funded under
the lines of credit.

Report the total principal amount funded under open-end
commitments arising from the retail originations of
revolving, open-end lines of credit secured by 1-4 family
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residential properties for resale during the calendar quar-
ter reported in item 1(c)(1) above.

Line ltem 2 Wholesale originations and purchases
during the quarter of 1-4 family residential
mortgage loans for sale.

Report in the appropriate subitem wholesale originations
and purchases of closed-end and open-end 1-4 family
residential mortgage loans for resale during the calendar
quarter ending on the report date. Include as wholesale
originations and purchases those closed-end and open-
end 1-4 family residential mortgage loans for resale for
which the origination and underwriting process was
handled in whole or in part by another party, such as a
correspondent or mortgage broker, even if the loan was
closed in the name of the bank holding company or a
consolidated subsidiary of the bank holding company
(often referred to as “table funding arrangements’). Also
include acquisitions of closed-end and open-end 1-4
family residential mortgage loans for resale that were
closed in the name of a party other than the bank holding
company or a consolidated subsidiary of the bank hold-
ing company. However, if the reporting bank holding
company is acting merely as a broker or agent and
forwards loan applications and supporting documentation
to another party who closes or funds the loansin its name
(even if the reporting bank holding company has some
involvement in processing and underwriting the loans),
the reporting bank holding company should not report
these loans as originations or purchases in this schedule.

Exclude closed-end and open-end 1-4 family residential
mortgage loans originated or purchased for the reporting
bank holding company’s own loan portfolio.

Line ltem 2(a) Closed-end first liens.

Report the principal amount of wholesale originations
and purchases of closed-end first lien 1-4 family residen-
tial mortgage loans for resale during the calendar quarter.

Line Item 2(b) Closed-end junior liens.

Report the principal amount of wholesale originations
and purchases of closed-end junior lien 1-4 family resi-
dential mortgage loans for resale during the calendar
quarter.
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Line Item 2(c) Open-end loans extended under
lines of credit:

Line Item 2(c)(1) Total commitment under the lines
of credit.

Report the total amount of open-end commitments under
whol esal e originations and purchases of revolving, open-
end lines of credit secured by 1-4 family residential
properties for resale during the calendar quarter.

Line Item 2(c)(2) Principal amount funded under
the lines of credit.

Report the total principal amount funded under open-end
commitments arising from the wholesale originations of
revolving, open-end lines of credit secured by 1-4 family
residential properties for resale during the calendar quar-
ter reported in item 2(c)(1) above.

Line ltem 3 1-4 family residential mortgage loans
sold during the quarter.

Report in the appropriate subitem closed-end and open-
end 1-4 family residential mortgage loans sold during the
caendar quarter ending on the report date. Include
transfers of closed-end and open-end 1-4 family residen-
tial mortgage loans originated or purchased for resale
from retail or wholesale sources that have been accounted
for as salesin accordance with FASB Statement No. 140,
i.e., those transfers where the loans are no longer included
in the bank holding company’ s consolidated total assets.
Also include al sales during the quarter of closed-end
and open-end 1-4 family residential mortgage loans
directly from the bank holding company’s loan portfolio.
For further information, see the Glossary entry for “trans-
fers of financial assets.”

LineItem 3(a) Closed-end first liens.

Report the principal amount of closed-end first lien 1-4
family residential mortgage loans sold during the calen-
dar quarter.

Line Item 3(b) Closed-end junior liens.

Report the principal amount of closed-end junior lien 1-4
family residential mortgage loans sold during the calen-
dar quarter.
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Line Item 3(c) Open-end loans extended under
lines of credit:

Line Item 3(c)(1) Total commitment under the
lines of credit.

Report the total amount of open-end commitments under
revolving, open-end lines of credit secured by 1-4 family
residential properties sold during the calendar quarter.

Line Item 3(c)(2) Principal amount funded under
the lines of credit.

Report the total principal amount funded under open-end
commitments associated with the revolving, open-end
lines of credit secured by 1-4 family residentia proper-
ties sold during the calendar quarter reported in item
3(c)(1) above.

Line ltem 4 1-4 family residential mortgage loans
held for sale at quarter-end.

Report in the appropriate subitem closed-end and open-
end 1-4 family residential mortgages held for sale as of
the quarter-end report date and included in Schedule HC,
item 4(a), “Loans and leases held for sale.” Loans held
for sale should be reported at the lower of cost or fair
value consistent with their presentation in the balance
sheet (Schedule HC, item 4(a)). Closed-end and open-
end 1-4 family residential mortgage loans held for sale at
quarter-end include any mortgage loans transferred at
any time from the bank holding company’sloan portfolio
to a held-for-sale account that have not been sold by
quarter-end.

Line Item 4(a) Closed-end first liens.

Report the carrying amount of closed-end first lien 1-4
family residential mortgage loans held for sale at quarter-
end.

Line Item 4(b) Closed-end junior liens.

Report the carrying amount of closed-end junior lien 1-4
family residential mortgage loans held for sale at quarter-
end.

Line Item 4(c) Open-end loans extended under
lines of credit:

Line Item 4(c)(1) Total commitment under the
lines of credit.

Report the total amount of open-end commitments under
revolving, open-end lines of credit secured by 1-4 family
residential properties held for sale at quarter-end.
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Line Item 4(c)(2) Principal amount funded under
the lines of credit.

Report the total principal amount funded under open-end
commitments associated with the revolving, open-end
lines of credit secured by 1-4 family residential proper-
ties held for sale at quarter-end reported in item 4(c)(1)
above.

Lineltem 5 Noninterest income for the quarter
from the sale, securitization, and servicing of 1-4
family residential mortgage loans.

Report in the appropriate subitem the noninterest income
earned during the calendar quarter ending on the report
date from mortgage banking activities involving closed-
end and open-end 1-4 family residential mortgage loans.
Include the portion of the consolidated bank holding
company’s “Net servicing fees,” “Net securitization
income,” and “Net gains (losses) on sales of loans and
leases” (items 5(f), 5(g), and 5(i) of Schedule HI) earned
during the quarter that is attributable to closed-end and
open-end 1-4 family residential mortgage loans.

Line Item 5(a) Closed-end 1-4 family residential
mortgage loans.

Report the noninterest income earned during the calendar
guarter ending on the report date from the sale, securiti-
zation, and servicing of closed-end 1-4 family residential
mortgage loans.

Line Item 5(b) Open-end 1-4 family residential
mortgage loans extended under lines of credit.

Report the noninterest income earned during the calendar
guarter ending on the report date from the sale, securiti-
zation, and servicing of revolving, open-end lines of
credit secured by 1-4 family residential properties.

Line ltem 6 Repurchases and indemnifications of
1-4 family residential mortgage loans during the
quarter.

Asaresult of its 1-4 family residential mortgage banking
activities, a bank holding company may be obligated to
repurchase mortgage loans that it has sold or otherwise
indemnify the loan purchaser against loss because of
borrower defaults, loan defects, other breaches of repre-
sentations and warranties, or for other reasons. Report in
the appropriate subitem all 1-4 family residential mort-
gage loans previously sold by the bank holding company
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or a consolidated subsidiary that have been repurchased
or indemnified during the calendar quarter ending on the
report date.

Repurchased 1-4 family residential mortgage loans in-
clude loans that the bank holding company (or a consoli-
dated subsidiary) had sold but subsequently repurchased
under provisions of the sales agreement because of a
delinquency, noncompliance with the sellers’ representa-
tions and warranties, fraud or misrepresentation, or any
other repurchase requirement. Indemnifications of 1-4
family residential mortgage loans are limited to reim-
bursements to loan purchasers or other third parties for
credit losses on loans that the bank holding company (or
a consolidated subsidiary) has sold. Include reimburse-
ments made on loans where the bank holding company
has agreed with the purchaser or other third party not to
repurchase the loan as required under the sales agree-
ment, but rather to guarantee that no credit loss is
sustained. Indemnifications also include loans for which
payments have been made by the bank holding company
(or aconsolidated subsidiary) to purchasers or other third
parties as reimbursements for deficiency balances arising
from sales of real estate collateral (whether or not
foreclosed) on loans that the bank holding company (or a
consolidated subsidiary) has sold. Exclude indemnifica-
tion arrangements that are limited to reimbursements of
legal fees or administrative costs.

Line Item 6(a) Closed-end first liens.

Report the total principal amount outstanding as of the
date of repurchase or indemnification of closed-end first
lien 1-4 family residential mortgage loans previously
sold by the bank holding company or a consolidated
subsidiary that have been repurchased or indemnified
during the calendar quarter ending on the report date.

Line Item 6(b) Closed-end junior liens.

Report the total principal amount outstanding as of the
date of repurchase or indemnification of closed-end
junior lien 1-4 family residential mortgage loans previ-
ously sold by the bank holding company or a consoli-
dated subsidiary that have been repurchased or indemni-
fied during the calendar quarter ending on the report date.

Line Item 6(c) Open-end loans extended under
lines of credit:
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Line Item 6(c)(1) Total commitment under the
lines of credit.

Report the total amount of open-end commitments under
revolving, open-end lines of credit secured by 1-4 family
residential properties that have been repurchased or
indemnified during the calendar quarter ending on the
report date.

Line Item 6(c)(2) Principal amount funded under
the lines of credit.

Report the total principal amount funded under open-end
commitments associated with the revolving, open-end
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lines of credit secured by 1-4 family residential proper-
ties reported in item 6(c)(1) above that have been repur-
chased or indemnified during the calendar quarter ending

on the report date.
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LINE ITEM INSTRUCTIONS FOR

Financial Assets and Liabilities
Measured at Fair Value

Schedule HC-Q

General Instructions

Schedule HC-Q is to be completed by bank holding
companies that have adopted FASB Statement No. 157,
“Fair Value Measurements’ (FAS 157), and either:

(1) Have elected to report certain assets and liabilities at
fair value with changes in fair value recognized in
earnings in accordance with U.S. generally accepted
accounting principles (GAAP) (i.e., FASB Statement
No. 159, “The Fair Value Option for Financial Assets
and Financia Liabilities’ (FAS 159); FASB State-
ment No. 155, “Accounting for Certain Hybrid
Financia Instruments’ (FAS 155); and FASB State-
ment No. 156, “Accounting for Servicing of Finan-
cia Assets’ (FAS 156)). This election is generally
referred to as the fair value option.

OR

(1) Are required to complete Schedule HC-D, Trading
Assets and Liabilities.

For purposes of thisreport, bank holding companies must
adopt FAS 157 in accordance with its effective date.
Except for bank holding companies that have issued
financial statements and filed FR Y-9C reports that
include the adoption of FAS 157 in its entirety, bank
holding companies must adopt FAS 157 for al financia
assets and financial liabilities and for nonfinancial assets
and nonfinancial liabilities that are recognized or dis-
closed at fair value in the financial statements on a
recurring basis (at least annually) in thefirst fiscal quarter
of their first fiscal year beginning after November 15,
2007. Bank holding companies must adopt FAS 157 for
all other nonfinancial assets and nonfinancial liabilitiesin
the first fiscal quarter of their first fiscal year beginning
after November 15, 2008. Thus, bank holding companies
with a calendar year fiscal year that did not early adopt
FAS 157 must adopt this accounting standard for al
financial assets and financia liabilities and for nonfinan-
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cial assets and nonfinancia liabilities that are recognized
or disclosed at fair value on a recurring basis as of
January 1, 2008, and for all other nonfinancial assets and
nonfinancial liabilities as of January 1, 2009.

Column Instructions
Column A, Total Fair Value Reported on Schedule HC

For items 1, 2(a), 3, 4, 6, and 7, include in Column A the
total fair value of those assets and liabilities reported on
Schedule HC, Balance Sheet, that the bank holding
company has elected to report at fair value under a fair
value option. For items 2 and 5, include in Column A the
total amount of trading assets and trading liabilities,
including items accounted for under a fair value option
that are designated as trading, reported in Schedule HC,
item 5 and item 15, respectively.

Columns B through E, Fair Value Measurements and
Netting Adjustments

For items reported in Column A, report in Columns C, D,
and E thefair value amountswhich fall in their entirety in
Levels], 2, and 3, respectively. Thelevel inthefair value
hierarchy within which a fair value measurement in its
entirety falls should be determined based on the lowest
level input that is significant to the fair value measure-
ment in its entirety. Thus, for example, if the fair value of
an asset or liability has elements of both Level 2 and
Level 3 measurement inputs, report the entire fair value
of the asset or liability in Column D or Column E based
on the lowest level measurement input with the most
significance to the fair value of the asset or liability inits
entirety as described in FAS 157. For assets and liabilities
that the bank holding company has netted under legally
enforceable master netting agreements in accordance
with FASB Interpretation No. 39, “ Offsetting of Amounts
Related to Certain Contracts,” or FASB Interpretation
No. 41, “Offsetting of Amounts Related to Certain
Repurchase and Reverse Repurchase Agreements,” report
the gross amountsin Columns C, D, and E and the related
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netting adjustment in Column B. For more information
on Level 1, 2, and 3 measurement inputs, see the
Glossary entry for “fair value.”

For each item in Schedule HC-Q, the sum of columns C,
D, and E less column B must equal column A.

Lineltem 1 Loans and leases.

Report in the appropriate column the total fair value of
those loans reported in Schedule HC-C that the bank
holding company has elected to report under the fair
value option; the fair values determined using Level 1,
Level 2, and Level 3 measurement inputs, and any
netting adjustments. Loans held for sale that the bank
holding company has elected to report under the fair
value option are included in Schedule HC-C and Sched-
ule HC, item 4(a). Loans held for investment that the
bank holding company has elected to report under the fair
value option are included in Schedule HC-C and Sched-
ule HC, item 4(b). Leases are generally not eligible for
the fair value option. Exclude loans held for sale that are
reported at the lower of cost or fair valuein Schedule HC,
item 4(a), and loans that have been reported as trading
assets in Schedule HC, item 5.

Lineltem 2 Trading assets.

Report in the appropriate column the total fair vaue of
trading assets as reported in Schedule HC, item 5; the fair
values determined using Level 1, Level 2, and Level 3
measurement inputs, including loans that have been
reported as trading; and any netting adjustments.

Line Item 2(a) Nontrading securities at fair value
with changes in fair value reported in current
earnings.

Report in the appropriate column the total fair value of
those securities the bank holding company has elected to
report under the fair value option that is included in
Schedule HC-Q, item 2 above; the fair values determined
using Level 1, Level 2, and Level 3 measurement inputs;
and any netting adjustments. Securities that the bank
holding company has elected to report at fair value under
the fair value option are reported as trading securities
pursuant to FAS 159 even though management did not
acquire the securities principally for the purpose of
trading.

HC-Q-2

Lineltem 3 All other financial assets and
servicing assets.

Report in the appropriate column the total fair value of al
other assets (except loan commitments reported in Sched-
ule HC-Q, item 7 below) the bank holding company has
elected to report under the fair value option that is
included in Schedule HC, Balance Sheet, and is not
reported in Schedule HC-Q, items 1 and 2 above; the fair
values determined using Level 1, Level 2, and Level 3
measurement inputs; and any netting adjustments.

Exclude assets required to be measured at fair value for
which the fair value option would not be applicable, such
as derivative assets held for purposes other than trading
and interest-only strips receivable (not in the form of a
security). Because these categories of assets are required
to be reported at fair value on the balance sheet under
applicable accounting standards, the fair value option
cannot be applied to them.

Line ltem 4 Deposits.

Report in the appropriate column the total fair value of
those deposits the bank holding company has elected to
report under the fair value option that is included in
Schedule HC, items 13(a) and 13(b); the fair values
determined using Level 1, Level 2, and Level 3 measure-
ment inputs; and any netting adjustments. Deposits with-
drawable on demand (e.g., demand and savings deposits
in domestic offices) are generally not eligible for the fair
value option.

Lineltem 5 Trading liabilities.

Report in the appropriate column the total fair value of
trading liabilities as reported in Schedule HC, item 15;
the fair values determined using Level 1, Leve 2, and
Level 3 measurement inputs; and any netting adjust-
ments.

Line Item 6 All other financial liabilities and
servicing liabilities.

Report in the appropriate column the total fair value of all
other liabilities (except loan commitments reported in
Schedule HC-Q, item 7 below) the bank holding com-
pany has elected to report under the fair value option that
is included in Schedule HC, Baance Sheet, and is not
reported in Schedule HC-Q, items 4 and 5 above; the fair
values determined using Level 1, Level 2, and Level 3
measurement inputs; and any netting adjustments.

FR Y-9C
Schedule HC-Q  March 2008




Schedule HC-Q

Exclude liabilities required to be measured at fair value
for which the fair value option would not be applicable,
such as derivative liabilities held for purposes other than
trading. Because these liabilities are required to be
reported at fair value on the balance sheet under appli-
cable accounting standards, the fair value option cannot
be applied to them.

Lineltem 7 Loan commitments (not accounted for
as derivatives).

Report in the appropriate column the total fair value of
those unused loan commitments the bank holding com-
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pany has elected to report under the fair value option that
is included in Schedule HC, Balance Sheet; the fair
values determined using Level 1, Level 2, and Level 3
measurement inputs; and any netting adjustments. Ex-
clude unused loan commitments that meet the definition
of a derivative under GAAP. For purposes of this item,
report the net fair value of unused loan commitments
reported as assets and those reported as ligbilities. If the
net fair value is aliability, report it as a negative number.
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LINE ITEM INSTRUCTIONS FOR

Regulatory Capital
Schedule HC-R

General Instructions

The instructions for Schedule HC-R should be read in
conjunction with the capital guidelines issued by the
Federal Reserve. Under the Federal Reserve's risk-based
capital guidelines, assets and credit equivalent amounts
of derivatives and off-balance sheet items are assigned to
one of severa broad risk categories according to the
obligor, or, if relevant, the guarantor or the nature of the
collateral. The aggregate dollar amount in each risk cate-
gory isthen multiplied by the risk weight associated with
that category. The resulting weighted values from each of
the risk categories are added together, and generally this
sum is the bank holding company’s total risk weighted
assets which comprises the denominator of the risk-based
capital ratio.

Risk weights for derivative contracts and off-balance
sheet items are determined by a two-step process. First,
the ** credit equivalent amount’ is determined. In the case
of derivative contracts, the credit equivalent amount is
the sum of the current credit exposure (fair value of the
contract, if positive) and the potential future exposure.
In the case of most off-balance sheet items, the credit
equivalent amount is determined by multiplying the face
value or notional amount of the off-balance sheet item by
a credit conversion factor. Second, the credit equivalent
amount is treated like a balance sheet asset and generally
is assigned to the appropriate risk category according to
the obligor or, if relevant, the guarantor or the nature of
the collateral. A summary of the credit conversion factors
for off-balance sheet items is presented below.

In genera, if a particular asset, derivative contract, or
off-balance sheet item has features that could place it in
more than one risk category, it is assigned to the category
that has the lowest risk weight. For example, a holding
of aU.S. municipal revenue bond that is fully guaranteed
by a U.S. bank would be assigned the 20 percent risk
weight appropriate to claims guaranteed by U.S. banks,
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rather than the 50 percent risk weight appropriate to U.S.
municipal revenue bonds.

At each bank holding company’s option, assets and
the credit equivalent amounts of derivative contracts
and off-balance sheet itemsthat are assigned to arisk
weight category of less than 100 percent may be
included in the amount reported for a higher risk
weight category (e.g., the 100 percent category) than
the risk weight category to which the asset or credit
equivalent amount of the off-balance sheet item would
otherwise be assigned.

For risk-based capital purposes, the term *claim” refers
to loans to, securities issued by, balances due from,
accrued interest receivable from, and al other claims
against the various entities with which the reporting bank
holding company conducts its business.

If areporting bank holding company has conveyed risk
participations in bankers acceptances, standby letters of
credit, and commitments, it may segregate the amounts
conveyed from the total outstanding amount. The bank
holding company may then risk weight the amounts
conveyed according to the guarantors (i.e., the parties
that have acquired the conveyances) separately from the
amounts retained if this resultsin alower risk weight for
the amounts conveyed.

When assets have been transferred with recourse, the
amount of risk-based capital required to be maintained to
support this exposure may not exceed the maximum
amount of recourse for which the transferring institution
is contractually liable under the recourse agreement. This
rule applies to recourse transactions in which a bank
holding company contractualy limits its recourse expo-
sure to less than the full effective minimum risk-based
capital requirement for the assets transferred—generally,
four percent for first lien residential mortgage loans and
eight percent for most other assets. These types of asset
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transfers are referred to as low level recourse trans-
actions and should be reported in Schedule HC-R,
item 50, column A.

Credit Conversion Factors for Off-Balance Sheet
Items—A summary of the credit conversion factors fol-
lows. For further information on these factors, refer to the
risk-based capital guidelines.

Off-balance sheet items subject to a 100 percent conver-
sion factor:

(1) Direct credit substitutes, including general guaran-
tees of indebtedness and guarantee-type instruments,
such as financial standby letters of credit.

(2) Risk participations acquired in bankers acceptances
and in direct credit substitutes such as financia
standby letters of credit.

(3) Sale and repurchase agreements and assets sold with
recourse, if not included on the balance sheet, except
low level recourse transactions and small business
obligations transferred with recourse under Sec-
tion 208 of the Riegle Community Development and
Regulatory Improvement Act of 1994, each of which
is discussed below.

(4) Forward agreements/contingent obligations to pur-
chase assets with drawdown certain. (Exclude for-
ward agreements that are reported as derivative
contracts.)

(5) Securities lent, if the lending bank holding company
is exposed to risk of loss.

Off-balance sheet items subject to a 50 percent conver-
sion factor:

(1) Transaction-related contingencies, including perfor-
mance standby letters of credit, shipside guarantees,
bid bonds, performance bonds, and warranties.

(2) Unused portions of commitments with an origina
maturity exceeding one year, including underwriting
commitments and commercial credit lines.

(3) Revolving underwriting facilities (RUFs), note issu-
ance facilities (NIFs), and other similar arrange-
ments, regardless of maturity.

Off-balance sheet items subject to a 20 percent conver-
sion factor:

(1) Short-term, self-liquidating, trade-related contingen-
cies, including commercia letters of credit.

HC-R-2

Off-balance sheet items subject to a zero percent conver-
sion factor:

(1) Unused portions of commitments with an origina
maturity of one year or less.

(2) Unused portions of commitments (regardiess of
maturity) which are unconditionally cancellable at
any time, provided a separate credit decision is made
before each drawing.

Tier 1 Capital
Lineitem 1 Total equity capital.

Report the amount of the bank holding company’s total
equity capital as reported in Schedule HC, item 28.

Lineitem 2 LESS. Net unrealized gains (losses) on
available-for-sale securities (if a gain, report as a
positive value; if a loss, report as a negative value).

Report the amount of net unrealized holding gains
(losses) on available-for-sale securities that isincluded in
Schedule HC, item 26(b), “Accumulated other compre-
hensive income.” If the amount is a net unreslized
holding gain, report it as a positive value in this item. If
the amount is a net unrealized holding loss, report it as a
negative value in this item.

Lineitem 3 LESS: Net unrealized loss on
available-for-sale equity securities (report loss as a
positive value).

Report as a positive value the amount of any net unreal-
ized holding loss on available-for-sale equity securities
that is included in Schedule HC, item 26(b), **Accumu-
lated other comprehensive income.”

Lineitem 4 LESS. Accumulated net gains (losses)
on cash flow hedges (if a gain, report as a positive
value; if a loss, report as a negative value).

Report the amount of accumulated net gains (losses)
on cash flow hedges that is included in Schedule HC,
item 26(b), *‘Accumulated other comprehensive income.”
If the amount is an accumulated net gain, report it as a
positive value in this item. If the amount is an accumu-
lated net loss, report it as a negative value in thisitem.
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Lineitem 5 LESS: Nonqualifying perpetual
preferred stock.

Report the portion of perpetual preferred stock (and any
related surplus) included in Schedule HC, item 23, that
does not qualify for inclusion in Tier 1 capital based on
the Federal Reserve's capital guidelines for bank holding
companies. For bank holding companies, both cumula-
tive and noncumulative perpetual preferred stock quali-
fies for inclusion in Tier 1 capital. However, the aggre-
gate amount of cumulative preferred stock that may be
included in a bank holding company’s Tier 1 capita is
limited to one-third of the sum of (1) common stockhold-
ers’ equity, (2) qualifying noncumulative preferred stock
(including related surplus), and (3) minority interest in
the equity accounts of consolidated subsidiaries. Cumu-
lative perpetual preferred stock in excess of this limit
should be reported as nonqualifying perpetual preferred
stock in this item. Although the amount reported in this
item is not eligible for Tier 1 capital, it may be eligible
for inclusionin Tier 2 capital in Schedule HC-R, item 13.

NOTE: For assistance in determining the amounts to be
reported in items 5, 6(a) and 6(b), see the examples
presented at the end of Schedule HC-R instructions.

Lineitem 6(a) Qualifying minority interestsin
consolidated subsidiaries and similar items.

Report the portion of minority interests in consolidated
subsidiaries included in Schedule HC, item 22, that is
included in Tier 1 capital based on the capital guidelines.
Generally, bank holding companies may include minority
interests in equity capital accounts (both common and
noncumulative perpetual preferred stocks) of consoli-
dated subsidiaries unless such accounts would not other-
wise qualify for inclusion in Tier 1 capital. For example,
a bank holding company may not include minority
interests representing cumulative preferred stock in con-
solidated subsidiaries since such preferred stock, if issued
directly by the bank holding company, would not be
eligible for inclusion in Tier 1 capital.

Exclude any minority interests in consolidated asset-
backed commercial paper conduits if the consolidated
program assets are excluded from risk-weighted assets.

Line item 6(b) Qualifying trust preferred
securities.

Report instruments generally known as trust preferred
securities that are issued by consolidated special purpose
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entities and reported in Schedule HC, item 19(b), that are
included in Tier 1 capital and are within the limits for
cumulative preferred stock as described in the risk-based
capital guidelines. For specia purpose entities that issue
trust preferred securities and the entity is not consoli-
dated, bank holding companies can include in Tier 1
capital the amount of the notes payable to the unconsoli-
dated subsidiary, net of the bank holding company’s
investment in the special purpose entity, up to the limits
for cumulative preferred stock as described in the risk-
based capital guidelines. The amount of trust preferred
stock (or notes payabl e to unconsolidated specia purpose
entities that issue trust preferred securities, net of invest-
ment in the entity) included in Tier 1 capital and reported
in thisitem is limited together with cumulative perpetual
preferred stock as described for Schedule HC-R, item 5
above. Amounts in excess of these limits should be
reported in Schedule HC-R, item 16 below. For further
information, see the glossary for ** Trust preferred securi-
ties issued.”

NOTE: For assistance in determining the amounts to be
reported in items 5, 6(a) and 6(b), see the examples
presented at the end of Schedule HC-R instructions.

Lineitem 7(a) LESS: Disallowed goodwill and
other disallowed intangible assets.

Report the portion of goodwill included in Schedule HC,
item 10(a), and the portion of other identifiableintangible
assets included in Schedule HC-M, item 12(c), that does
not qualify for inclusion in Tier 1 capital based on the
capital guidelines. Generally, al goodwill reported in
Schedule HC, item 10(a), and all other identifiable
intangible assets reported in Schedule HC-M, item 12(c),
do not qualify for Tier 1 capital and should be included in
this item.

However, if the bank holding company has a deferred tax
liability that is specifically related to an intangible asset
(other than servicing assets and purchased credit card
relationships) acquired in a nontaxabl e purchase business
combination that it chooses to net against the intangible
asset for regulatory capital purposes, the amount of
disalowed intangibles to be reported in this item should
be reduced by the amount of this deferred tax liability.
However, a deferred tax liability that the bank holding
company chooses to net against the related intangible
asset for purposes of this item may not also be netted
against deferred tax assets when the bank holding com-
pany determines the amount of deferred tax assets that
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are dependent upon future taxable income and calcul ates
the maximum allowable amount of such deferred tax
assets for regulatory capital purposes.

If the amount reported for other identifiable intangible
assetsin Schedule HC-M, item 12(c), includes intangible
assets that were recorded on the reporting bank holding
company’ s balance sheet on or before February 19, 1992,
the remaining book value as of the report date of these
intangible assets may be excluded from this item.

Line ltem 7(b) LESS: Cumulative change in fair
value of all financial liabilities accounted for under
a fair value option that is included in retained
earnings and is attributable to changes in the bank
holding company’s own creditworthiness.

When determining the fair value of a financial liability
reported on Schedule HC — Balance Sheet, that is
accounted for under a fair value option, bank holding
companies should consider the effect of a change in their
own creditworthiness on the fair value of the liability.
The Federal Reserve has determined that bank holding
companies should exclude from Tier 1 capita the cumu-
lative change in the fair value of financial liabilities
accounted for under afair value option that isincluded in
retained earnings (Schedule HC, item 26(a)) and is
attributable to changes in the bank holding company’s
own creditworthiness. Bank holding companies should
report in this item the amount of this cumulative change,
net of applicable taxes.

If the amount of the cumulative change is a net gain,
report it as a positive value in thisitem. If the amount of
the cumulative change is anet loss, report it as a negative
valuein thisitem.

Lineitem 8 Subtotal.

Report the sum of Schedule HC-R, items 1, 6(a) and 6(b),
less items 2, 3, 4, 5, and 7(a) and 7(b). The amount
reported in this item should be used to determine the
limitations on servicing assets and purchased credit card
relationships for Schedule HC-R, item 9(a); deferred tax
assets for Schedule HC-R, item 9(b); and credit-
enhancing interest-only strips and nonfinancial equity
investments for Schedule HC-R, item 10, below.

Lineitem 9(a) LESS: Disallowed servicing assets
and purchased credit card relationships.

Report the portion of servicing assets and purchased
credit card relationships included in Schedule HC-M,
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items 12(a) and 12(b), that does not qualify for inclusion
in Tier 1 capital based on the capital guidelines. Gener-
aly, servicing assets and purchased credit card rela-
tionships (PCCRs) are limited to 100 percent of Tier 1
capital. In addition, nonmortgage servicing assets and
PCCRs are subject to a separate sublimit of 25 percent
of Tier 1 capital. Bank holding companies may use the
following approach to determine the amount of dis
allowed servicing assets and PCCRs.

Disallowed Mortgage Servicing Assets, Nonmortgage
Servicing Assets, and PCCRs Calculation

(a) Enter the amount from Schedule HC-R,
tem 8. .o

(b) Enter 25% of the amount in (a) above ..... -

(c) Enter the amount of nonmortgage
servicing assets and PCCRs reported in
Schedule HC-M, item 12(b) ................ -

(d) Enter 90% of the fair value of the
nonmortgage servicing assets and PCCRs
reported in () above..................ooel -

(e) Enter the lesser of (b), (c), or (d)........... -

(f) Minimun amount of nonmortgage
servicing assets and PCCRs to be deducted
from Tier 1 capital: subtract (€) from (c);
enter O if the result is a negative amount...

(g) Enter the amount of mortgage servicing
assets reported in Schedule HC-M,
emM 12(8) ..vveieie -

(h) Enter 90% of the estimated fair value of
mortgage servicing assets reported in
Schedule HC-M, item 12(a)(1).............. -

(i) Enter the lesser of (a), (g), or (h)........... -

(1) Minimum amount of mortgage servicing
assets to be deducted from Tier 1 capital:
subtract (i) from (g); enter O if the result is
anegativeamount .................ccinnn.
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(k) Excess honmortgage servicing assets,
PCCRs, and mortgage servicing assets
(i.e., the combined amount exceeding
100 percent of Tier 1 capital): sum of (€)
and (i) minus (a); enter O if the result is a
negative amount ............ooovvvieeiiiinnn. -

(I) Disalowed nonmortgage servicing assets,
PCCRs, and mortgage servicing assets:
enter the sum of (f), (j), and (K) ............

Bank holding companies are permitted, but not required,
to deduct disallowed servicing assets on abasisthat is net
of a proportional amount of any associated deferred tax
liability recorded on the balance sheet. Any deferred tax
liability used in this manner would not be available for
the bank holding company to use in determining the
amount of disallowed deferred tax assets in Schedule
HC-R, item 9(b), below.

Lineitem 9(b) LESS: Disallowed deferred tax assets.

Report the portion of net deferred tax assets included
in Schedule HC-F, item 2, that does not qualify for
inclusionin Tier 1 capital based on the capital guidelines.
Generally, deferred tax assets that are dependent upon
future taxable income are limited to the lesser of: (i) the
amount of such deferred tax assets that the bank holding
company expects to readlize within one year of the
calendar quarter-end date, based on its projected future
taxable income for that year or (ii) 10% of the amount of
the bank holding company’s Tier 1 capital. A bank
holding company may calculate one overall limit on
deferred tax assets that covers al tax jurisdictions in
which the bank holding company operates.

Deferred tax assets that are dependent upon future tax-
able income are (a) deferred tax assets arising from
deductible temporary differences that exceed the amount
of taxes previously paid that a bank holding company
could recover through loss carrybacks if the bank holding
company’s temporary differences (both deduct-
ible and taxable) fully reverse at the report date and

(b) deferred tax assets arising from operating loss and tax
credit carryforwards. Therefore, for purposes of this
item, al temporary differences should be assumed to
fully reverse at the report date.

A bank holding company may use its future taxable
income projection for its current fiscal year (adjusted
for any significant changes that have occurred or are
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expected to occur) when determining the regulatory
capital limit for its deferred tax assets at an interim
calendar quarter-end date rather than preparing a new
projection each quarter. Projected future taxable income
should not include net operating loss carryforwards
expected to be used within one year of the quarter-end
report date or the amount of existing temporary differ-
ences expected to reverse within that year, but should
include the estimated effect of tax planning strategies that
are expected to be implemented to realize carryforwards
that will otherwise expire during that year.

Deferred tax assets which can be realized from taxes paid
in prior carryback years and from future reversals of
existing taxable temporary differences should generaly
not be reported in this item.

Treatment of deferred tax assets relating to available-for-
sale securities: In accordance with FASB Statement
No. 115, Accounting for Certain Investments in Debt
and Equity Securities, available-for-sale securities are
reported on the balance sheet at fair value, with unreal-
ized holding gains and losses on such securities, net of
tax effects, included in a separate component of equity
capital. These tax effects may increase or decrease the
reported amount of a bank holding company’s deferred
tax assets. The Federal Reserve excludes from regulatory
capital the amount of net unrealized holding gains and
losses on available-for-sale securities (except net
unrealized holding losses on available-for-sale equity
securities with readily determinable fair values). When
determining the regulatory capital limit for deferred tax
assets, a bank holding company may, but is not required
to, adjust the amount of its deferred tax assets for any
deferred tax assets and liabilities arising from marking-
to-market available-for-sale debt securities for purposes
of these reports. A bank holding company must follow a
consistent approach with respect to such adjustments.

Bank holding companies may use the following approach
to determine the amount of disallowed deferred tax assets.

Disallowed Deferred Tax Assets Calculation

(a) Enter the amount from Schedule HC-R,
emM 8. -

(b) Enter 10% of the amount in (a) above ..... -

(c) Enter the amount of deferred tax assets
reported in Schedule HC-F, item 2 ......... -
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(d) Enter the amount of taxes previously paid
that the bank holding company could
recover through loss carrybacks if the bank
holding company’s temporary differences
(both deductible and taxable) fully reverse
atthereportdate ................cconnnnn. -

(e) Amount of deferred tax assets that is
dependent upon future taxable income:
subtract (d) from (c); enter -0- if the result
isanegativeamount ........................

(f) Enter the portion of (e) that the bank
holding company could realize within the
next 12 months based on its projected
future taxable income. Future taxable
income should not include net operating
loss carryforwards to be used during the
next 12 months or existing temporary
differences that are expected to reverse
over thenext 122 months ................... -

(9) Enter the lesser of (b) and (f) ..............

(h) Disallowed net deferred tax assets: subtract
(g) from (e); enter O if the result is a
negative amount............ccoevvieeiiiinin. -

Lineitem 10 Other additionsto (deductions from)
Tier 1 capital.

Report the amount of any additionsto or deductionsfrom
Tier 1 capital based on the Federal Reserve's capital
guidelines for bank holding companies that are not
included in Schedule HC-R, items 1 through 9(b), above.

For example, include the portion of credit-enhancing
interest-only strips included in the bank holding compa:
ny’s total assets that does not qualify for inclusion in
Tier 1 capita based on the Federa Reserve's capital
guidelines. A credit-enhancing interest-only strip is
defined in the capital guidelines as ** an on-balance sheet
asset that, in form or in substance: (i) represents the
contractual right to receive some or all of the interest due
on transferred assets; and (ii) exposes the bank holding
company to credit risk directly or indirectly associated
with the transferred assets that exceeds a pro rata share of
the bank holding company’s claim on the assets, whether
through subordination provisions or other credit enhance-
ment techniques.” Credit-enhancing interest-only strips

HC-R-6

include other similar ““spread” assets and can be either
retained or purchased. In general, credit-enhancing
interest-only strips are limited to 25 percent of Tier 1
capital. Bank holding companies may use the following
approach to determine the amount of disallowed credit-
enhancing interest-only strips.

Disallowed Credit-Enhancing Interest-Only Strips
Calculation

(a) Enter the amount from Schedule HC-R,
EM 8 Lo

(b) Enter 25% of the amount in (a) above ..... -

(c) Retained credit-enhancing interest-only
strips from Schedule HC-S, items 2(a) and
12:; enter the fair value of those strips
included in Schedule HC, item 5, *“ Trading
assets,’ and the amortized cost of those
strips not held for trading® ................. -

(d) Purchased credit-enhancing interest-only
strips included in Schedule HC-S, item 9:2
enter the fair value of those strips included
in Schedule HC, item 5, “ Trading assets,”’
and the amortized cost of those strips not
held for trading® ...l -

(e) Total credit-enhancing interest-only strips:
enter thesumof (c)and (d) ................ -

(f) Enter the lesser of (b) and (€) .............. -
(g) Disallowed credit-enhancing interest-only

strips: subtract (f) from (e); enter O if the
result is a negative amount .................

If the bank holding company has disallowed credit-
enhancing interest-only strips, i.e., line (g) in the preced-
ing calculation is a positive amount, include this amount
as a deduction from Tier 1 capita in this item. Bank
holding companies are permitted, but not required, to

1. While credit-enhancing interest-only strips not held for trading are
reported at fair value in Schedule HC-S, the amortized cost of these strips
should be used in this calculation.

2. Also include any purchased interest-only strips that act as credit
enhancements for assets that have not been securitized because these strips
are not reported in Schedule HC-S, item 9.

3. Seefootnote 1 above.
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deduct disallowed credit-enhancing interest-only strips,
i.e., the amount from line (g) above, on abasisthat is net
of a proportional amount of any associated deferred tax
liability recorded on the balance sheet. Any deferred tax
liability used in this manner would not be available for
the bank holding company to use in determining the
amount of disallowed deferred tax assets in Sched-
ule HC-R, item 9(b), above.

If a bank holding company has nonfinancial equity
investments that are subject to Tier 1 capital deductions,

these deductions should be reported in this item. Under the

Federal Reserve’'s capital rules on nonfinancia equity

investments, which were published on January 25, 2002, a
nonfinancial equity investment isany equity investment that

abank holding company holdsin anonfinancial company: 4

e under the merchant banking authority of sec-
tion 4(k)(4)(H) of the Bank Holding Company Act and
subpart J of Federal Reserve Regulation Y,

« under the authority to acquire up to 5 percent of the
voting shares of any company under section 4(c)(6) or
(7) of the Bank Holding Company Act,

« through a small business investment company (SBIC)
under section 302(b) of the Small Business Investment
Act of 1958 (15 U.S.C. 682(b)),

* under the portfolio investment provisions of Federal
Reserve Regulation K (12 CFR 211.8(c)(3)), or

 under section 24 of the Federal Deposit Insurance Act
(12 U.SC. 1831a). However, investments made by
state banks under section 24(f) of the Federal Deposit
Insurance Act are exempt from these capita rules and
are not subject to any Tier 1 capital deductions.

4. Generally, this capital calculation does not apply to investments in
nonconvertible senior or subordinated debt, equity investments in a
company that engages only in activities that are permissible for a bank
holding company to conduct, equity investments in community develop-
ment corporations under 12 U.S.C. 24(Eleventh) that promote the public
welfare, equity securities acquired in satisfaction of a debt previously
contracted that are held and divested in accordance with applicable law,
unexercised warrants acquired by a bank holding company as additional
consideration for making aloan that are not held under the legal authorities
covered by this rule, equity investments made by an insurance underwrit-
ing affiliate, equity investments held by a securities broker or dealer as part
of an underwriting/market making/dealing activity, or equity instruments
held as a hedge of an equity derivative transaction.

5. An equity investment made under section 302(b) of the Small Busi-
ness Investment Act of 1958 in an SBIC that is not consolidated with the
bank holding company is treated as a nonfinancial equity investment.

FR Y-9C
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The capital guidelines impose Tier 1 capital deductions
on nonfinancial equity investments that increase as the
aggregate amount of nonfinancial equity investments
held by a bank holding company increases. These mar-
ginal capital charges are based on the adjusted carrying
value of the investments as a percent of the bank holding
company’s Tier 1 capita as calculated in item 8 of
Schedule HC-R. The total adjusted carrying value of a
nonfinancial equity investment that is subject to the
Tier 1 deduction is excluded from risk-weighted assets
for purposes of computing the bank holding company’s
risk-based capital ratio and from average assets for
purposes of computing the Tier 1 leverage ratio. The
adjusted carrying value is the value at which the invest-
ment is recorded on the balance sheet of the banking
organization, reduced by (i) any net unrealized gains that
are included in the carrying value but that have not been
included in Tier 1 capital and (ii) any associated deferred
tax liabilities.

The following table details the margina capital charges
for nonfinancial equity investments:

Deduction for Nonfinancial Equity | nvestments

Deduction from
Tier 1 capital asa
percentage of the
adjusted carrying

Aggregate adjusted carrying value
of all nonfinancial equity investments
held directly or indirectly
by the bank holding company

(as a percentage of Tier 1 capital value of the
as reported in Schedule HC-R, item 8) investment
Lessthan 15% .........ccvivevnnnn.. 8%
Greater than or equal to 15%

but lessthan25% ................. 12%
Greater than or equal t0 25% ........ 25%

NOTE: *“High concentrations’ (generally more than
50% of Tier 1 capital) of nonfinancial equity investments
will be monitored and may be subject to heightened
supervision and a higher minimum capital requirement.

These deductions are applied on a marginal basis to the
portions of the adjusted carrying value of nonfinancial
equity investments that fall within the specified ranges
of Tier 1 capital. For example, if the adjusted carrying
value of al nonfinancial equity investments held by a
bank holding company equals 20 percent of the bank
holding company’s Tier 1 capital, then the amount of
thededuction would be 8 percent of the adjusted carrying
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value of al investments up to 15 percent of Tier 1 capital,
and 12 percent of the adjusted carrying value of al
investments in excess of 15 percent of Tier 1 capital.

Nonfinancial equity investments that are covered by
the agencies capita rules, but which are not subject to
any Tier 1 capita deductions, generaly include the
following:

BIC investments. Nonfinancia equity investments held
by a bank holding company through one or more SBICs
under section 302(b) of the Small Business Investment
Act are not subject to the marginal capital charges to the
extent that the aggregate adjusted carrying value of al
such investments does not exceed 15% of Tier 1 capital.
The adjusted carrying value of all SBIC investments,
however, must be included in the total amount of nonfi-
nancial equity investments held by the bank holding
company when determining the total amount of these
investments in relation to Tier 1 capital for purposes of
computing the bank holding company’s marginal capital
charge.

Nonfinancia equity investments that are held through or
in SBICs and are not required to be deducted from Tier 1
capital continue to be included in average total assets
for the leverage ratio calculation and in risk-weighted
assets (at a 100% risk weight) for the risk-based capital
calculations.

Grandfathered nonfinancial equity investments. Non-
financial equity investments made by a bank holding
company prior to March 13, 2000, or that were made by a
bank holding company after that date pursuant to a bind-
ing written commitment entered into prior to March 13,
2000, are not subject to the marginal capital charge. The
adjusted carrying value of these grandfathered assets,
however, must be included in the total amount of nonfi-
nancial equity investments held by the bank holding
company when determining the total amount of these
investments in relation to Tier 1 capital for purposes of
computing the bank holding company’s margina capital
charge.

Grandfathered nonfinancial equity investments continue
to be included in average total assets for the leverage
ratio calculation and in risk-weighted assets (at a 100%
risk weight) for the risk-based capital calculations.

In addition, for purposes of the item, bank holding
companies areto report as a deduction from Tier 1 capital
50 percent of the aggregate amount of its investmentsin

HC-R-8

banking and finance subsidiaries that are not consolidated
for accounting or regulatory reporting purposes. For
further information, refer to the capital guidelines.

If the amount to be reported is a net deduction, enclose
the amount in parentheses.

NOTE: Investmentsin ‘‘ financial subsidiaries,” asdefined
by the Gramm-L each-Bliley Act, that are deducted from
banks' regulatory capital on the Reports of Condition and
Income (FFIEC 031 and 041 reports) should not be
deducted by bank holding companies when determining
the consolidated regulatory capital for bank holding
companies.

Lineitem 11 Tier 1 capital.

Report the sum of Schedule HC-R, items 8 and 10, less
items 9(a) and 9(b). The amount reported in this item is
the numerator of the bank holding company’s Tier 1
risk-based capital ratio and its Tier 1 leverage ratio.

Tier 2 Capital

Lineitem 12 Qualifying subordinated debt and
redeemable preferred stock.

Report the portion of the bank holding company’s quali-
fying limited-life capital instruments that is includible
in Tier 2 capital based on the capital guidelines. This
amount is the sum of:

(1) the portion of qualifying subordinated debt and
intermediate-term preferred stock includiblein Tier 2
capital, and

(2) the portion of qualifying other limited-life capital
instruments includible in Tier 2 capital.

The portion of limited-life capital instruments that is
includible in Tier 2 capital is the amount that remains
after discounting those instruments, if any, with five
years or less until maturity and then applying any appli-
cable percentage of a Tier 1 capital limit. For limited-
life capital instruments with serial maturities or with
sinking fund provisions, the amount associated with
each maturity date is to be treated as a separate issue
and discounted on an individua basis. If the holder of
the reporting bank holding company’s subordinated
debt or intermediate-term or long-term preferred stock
has the right to require the bank holding company to
redeem, repay, or repurchase the instrument prior to the
origina stated maturity, then maturity would be defined
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as the earliest possible date on which the holder can
put the instrument back to the issuing bank holding
company.

Qualifying term subordinated debt and intermediate-term
preferred stock (including any related surplus) must have
an origina weighted average maturity of at least five
years. Intermediate-term preferred stock includes those
issues of preferred stock with an original maturity of less
than 20 years. Mandatory convertible debt, i.e., equity

contract notes, is not considered a limited-life capita
instrument for risk-based capital purposes and should be
excluded from this item.

The portion of qualifying term subordinated debt and
intermediate-term preferred stock that remains after dis-
counting and is includible in Tier 2 capitd is limited to
50 percent of Tier 1 capital. This portion is calculated as
follows:

(A1) Amount of subordinated debt and intermediate-term preferred stock

with aremaining maturity of morethan fiveyears................oooiiiiiiiiiine. . _ x100%=___
(A2) Amount of subordinated debt and intermediate-term preferred stock

with a remaining maturity of more than four years, but lessthan fiveyears ........... _ x 80%=___
(A3) Amount of subordinated debt and intermediate-term preferred stock

with aremaining maturity of more than three years, but less than four years ......... _ x 60%=___
(A4) Amount of subordinated debt and intermediate-term preferred stock

with aremaining maturity of more than two years, but less than threeyears .......... _ x 40%=___
(A5) Amount of subordinated debt and intermediate-term preferred stock

with aremaining maturity of more than one year, but less than two years ............ _ x 20%=___
(A6) Amount of subordinated debt and intermediate-term preferred stock

with aremaining maturity of oneyear or €SS .........ooovviiiiiiii e x 0%=___

(A7) Qualifying subordinated debt and intermediate-term preferred stock

(sum of discounted amounts of lines (A1) through (AB)) ........covvviiiiiieennnnnnns
(A8) Tier 1 capital (from Schedule HC-R, item 11) .........ccoviiiiiiiii e iiiiiiiineeeenn,
(A9) Multiplied by 50 PEICENT .. ... ...

(A20) Limit for qualifying subordinated debt and intermediate-term preferred stock

(line (A8) multiplied by 50 PErCENt) ..........euuee e

(A11) Portion of qualifying subordinated debt and intermediate-term preferred stock

includible in Tier 2 capital (lesser of lines (A7) and (A10)) ......ovvvvvviiiiiinnnn...

FR Y-9C
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The entire amount of qualifying other limited-life capital discounting is includible in Tier 2 capital. This portion is
instruments, such as long-term preferred stock with an calculated as follows:
original maturity of 20 years or more, that remains after

(B1) Amount of other limited-life capital instruments with a remaining

maturity of more tharfive years. ....... ... x 100% =
(B2) Amount of other limited-life capital instruments with a remaining

maturity of more than four years, but lesstfare years.............................. . x 80%=___
(B3) Amount of other limited-life capital instruments with a remaining

maturity of more than three years, but less than fouryears........................ x 60%=__
(B4) Amount of other limited-life capital instruments with a remaining

maturity of more than two year, but less than three years.......................... x 40%=___
(B5) Amount of other limited-life capital instruments with a remaining

maturity of more than one year, but less thantwoyears........................... . x 20%=___
(B6) Amount of other limited-life capital instruments with a remaining

Maturity Of ONE Year OF €SS ... .t e x 0% =

(B7) Portion of qualifying other limited-life capital instruments
(sum of discounted amounts of lines (B1) through (B6))..............cccooiin..

Report the sum of the amounts from lines (A11) and (B7) weighted assets. For risk-based capital purposes, the

above in Schedule HC-R, item 12. allowance for loan and lease losses is the sum of Sched-
ule HC, item 4(c),'Allowance for loan and lease lossks,

Line item 13 Cumulative perpetual preferred stock less Schedule HI-B, part Il, memorandum item 1,

includible in Tier 2 capital. “Allocated transfer risk reserve included in Schedule

HI-B, part Il item 7 plus Schedule HC-G, item 3,
“Allowance for credit losses on off-balance sheet credit
exposures.

Report the amount of outstanding cumulative perpetual
preferred stock, including any amounts received in excess
of its par or stated value, that is included in Schedule HC,
item 23. Include cumulative perpetual preferred stock Gross risk-weighted assets is reported in Schedule HC-R,
that exceed the limits for Tier | capital, and, therefore, item 59. If the bank holding company has any low-
was excluded from Tier 1 capital. Also include perpetual levelexposure transactions or residual interests and
preferred stock issues that were excluded from Tier 1 chooses to use tHadirect reduction methodfor report-
capital such as noncumulative perpetual preferred whereing these transactions in Schedule HC-R, refer to the
the dividend is reset periodically based, in whole or in discussion of this subject in the instructions for Sched-
part, upon the bank holding company’s current credit ule HC-R, item 50,“Recourse and direct credit substi-
standing (including, but not limited to, auction rate, tutes (other thanfinancial standby letters of credit)

money market, and remarketable preferred stock). subject to the low level exposure rule and residual
interests subject to a dollar-for-dollar capital require-

Lineitem 14 Allowance for loan and lease losses ment, for guidance on determining the limit on the

includible in Tier 2 capital. allowance for loan and lease losses for Tier 2 capital
purposes.

Report the portion of the bank holding compasgllow-
ance for loan and lease losses that is includible in Tier 2
capital. (None of the bank holding company’s allocated
transfer risk reserve, if any, is includible in Tier 2
capital.) The amount reported in this item cannot exceed Report the pretax net unrealized holding gain (i.e., the
1.25 percent of the bank holding compasgross risk-  excess of fair value as reported in Schedule HC-B,

Lineitem 15 Unrealized gains on available-for-sale
equity securities includible in Tier 2 capital.
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item 7, column D, over historical cost as reported in Lineitem 19 Tier 3 capital allocated for market
Schedule HC-B, item 7, column C), if any, on available- risk.

for-sale equity securities that is includible in Tier 2 Report the amount of the bank holding companier 3
capital subject to the limits spdimd by the capital  capital allocated for market risk. This item is only
guidelines. The amount reported in this item cannot applicable to bank holding companies that are subject to
exceed 45 percent of the bank holding comparpretax  the market risk capital guidelines. The amount reported
net unrealized holding gain on available-for-sale equity in this item may only be used to satisfy the bank holding
securities with readily determinable fair values. company’s market risk capital requirement and may not
be used to support credit risk. The sum of the amount
reported in this item and the amount reported in Sched-
ule HC-R, item 18;‘Allowable Tier 2 capital, must be
less than or equal to the amount reported in Sched-
ule HC-R, item 11, Tier 1 capital! In addition, Tier 3
capital allocated for market risk plus Tier 2 capital
allocated for market risk are limited to 71.4 percent of a
bank holding company’s measure for market risk.

Lineitem 16 Other Tier 2 capital components.

Report the amount of any items that qualify for inclusion

in Tier 2 capital based on the capital guidelines that are
not included in Schedule HC-R, items 12 through 15,

above. Include mandatory convertible debt, i.e., equity
contract notes, which is a form of subordinated debt that
obligates the holder to take the common or perpetual Line item 20 LESS: Deductions for total
preferred stock of the issuer in lieu of cash for repayment risk-based capital.

of p“_”_c'p"?"- Also include amounts OT trust preferre_o_l Report the amount of any intentional reciprocal cross-
securities issued by consolidated special purpose ent't'esholdings of banking organizationgapital instruments,

(or notes payable to unconsolidated special purposeang any other deductions for total risk-based capital

entities th_at issue trust _preferred s_ecurities,_ net of theas determined by the Federal Reserve or the capital
bank holding company’s investment in the entity) that are guidelines.

in excess of the limits for cumulative preferred stock that I . e .
NOTE: Investments ififinancial subsidiaries as defined

can be included in Tier 1 capital. For purposes of this X
item, bank holding companies are to report as a deductionY the Gramm-Leach-Bliley Act, that are deducted from

from Tier 2 capital 50 percent of the aggregate amount of banks’regulatory capital on the Reports of Condition and
its investments in banking arfihance subsidiaries that Ncome (FFIEC 031 and 041 reports) should not be
are not consolidated for accounting or regulatory report- deducted by bank holding companies when determining
ing purposes. For further information, refer to the capital the consolidated regulatory capital for bank holding
guidelines. companies.

If the amount to be reported is a net deduction, enclosel‘me item 21 Total risk-based capital.
the amount in parentheses. Report the sum of Schedule HC-R, items 11, 18, and 19,

less item 20. The amount reported in this item is the
numerator of the bank holding company’s total risk-
Lineitem 17 Tier 2 capital. based capital ratio.

Report the sum of Schedule HC-R, items 12 through 16. ]
Total assets for leverage ratio

Lineitem 22 Average total assets.

Report the bank holding company’s average total assets
Report the amount of the bank holding compagilow- as reported in Schedule HC-K, item 5.
able Tier 2 capital. The maximum amount of Tier 2 = | ) )
capital that is allowable in a bank holding compsy Lineitem 23 LESS: Disallowed goodwill and other
qualifying total capital is 100 percent of Tier 1 capital. disallowed intangible assets.
The amount reported in this item must be the lesser of Report the amount of any disallowed goodwill and other
Schedule HC-R, item 11;Tier 1 capital, and item 17, disallowed intangible assets from Schedule HC-R, item 7,
“Tier 2 capital! above.

Lineitem 18 Allowable Tier 2 capital.
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Lineitem 24 LESS: Disallowed servicing assets Lineitem 33 Total risk-based capital ratio.

and purchased credit card relationships. Report the bank holding company’s total risk-based

Report the amount of any disallowed servicing assets andcapital ratio as a percentage, rounded to two decimal
purchased credit card relationships from Schedule HC-R,places. The ratio is determined by dividing Sched-
item 9(a), above. ule HC-R, item 21, by Schedule HC-R, item 62.

Lineitem 25 LESS: Disallowed deferred tax assets. Risk-Weighted Assets

Report the amount of any disallowed deferred tax assetsThe instructions for Schedule HC-R, items 34 through 54

from Schedule HC-R, item 9(b), above. provide general directions for the allocation of bank
holding company balance sheet assets and credit equiva-

Lineitem 26 LESS: Other deductions from assets lent amounts of derivatives and off-balance sheet items to

for leverage capital purposes. the risk weight categories in columns C through F and,

Report the amount of any other assets that are deductedr items 34 through 43 only, to the items not subject to
in determining Tier 1 capital in accordance with the TiSk-weighting in column B. These instructions should
capital standards. Include the amount of any disallowed Provide suficient guidance for most bank holding com-
credit-enhancing interest-only strips from Sched- Panies for risk-weighting their balance sheet assets and
ule HC-R, item 10, above. Also include the adjusted Credit equivalent amounts. However, these instructions

carrying value of any nonfinancial equity investments for may not identify every asset and other bank holding
which a Tier 1 capital deduction is included on Sched- €ompany transactions that qualify for a risk weight lower
ule HC-R, item 10 above. than the maximum risk weight. For further information

. . ~on allocating assets and off-balance sheet transactions to
In addition, for purposes of the item, bank holding the proper risk weight category, bank holding companies
companies are to report as a deduction from Tier 1 capital should consult the risk-based capital guidelines.
50 percent of the aggregate amount of its investments in i .
banking andinance subsidiaries that are not consolidated !N order to save time and reduce burden, a bank holding
for accounting or regulatory reporting purposes. For cOmpany may decide not to determine every asset or

further information, refer to the capital guidelines. off-balance sheet transaction that is accorded a risk
weight lower than 100%(50% for derivative contracts).

Lineitem 27 Average total assets for leverage Accordingly, at its option, a bank holding company

capital purposes. may risk-weight any asset or credit equivalent amount

) ] at a higher risk weight than the risk weight that
o ) lent amount, e.g., an asset that qualifiesfor a 20% risk
Lineitems 28-30 Not applicable. weight may be assigned a 100% risk weight.

. . For items 34 through 43 of Schedule HC-R, column B
Capital Ratios should include the amount of the reporting bank holding
Lineitem 31 Tier 1 leverage ratio. company’s on-balance sheet assets that are deducted or
excluded (not risk weighted) in the determination of
risk-weighted assets. Column B should include assets
Shat are deducted from capital such as goodwill, dis-
allowed deferred tax assets, disallowed servicing assets
and PCCRs, disallowed credit-enhancing interest-only
Lineitem 32 Tier 1 risk-based capital ratio. strips,_ int_ent,ional reciprocal cross—holdings of bankirjg
organization’s capital instruments, the adjusted carrying
Report the bank holding company’s Tier 1 risk-based value of nonfinancial equity investments subject to a
capital ratio as a percentage, rounded to two decimalTier 1 capital deduction, and any other assets that must be
places. The ratio is determined by dividing Sched- deducted in accordance with the requirements of the
ule HC-R, item 11, by Schedule HC-R, item 62. Federal Reserve’s capital guidelines. Column B should

Report the bank holding company’s Tier 1 leverage ratio
as a percentage, rounded to two decimal places. The rati
is determined by dividing Schedule HC-R, item 11, by
Schedule HC-R, item 27.
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also include items that are excluded from the calculation issued or guaranteed by the U.S. Government, other
of risk-weighted assets such as the allowance for loan =~ OECD central governments, or U.S. Government
and lease losses, allocated transfer risk reserves, invest- agencies (refer to the risk-based capital guidelines for
ments in unconsolidated special purpose entities that the collateral and qualifying securitifism criteria).
issue trust preferred securities, and certain on-balance o _
sheet asset amounts associated with derivative contractgolumn D 20% column:

that are included in the calculation of their credit equiva- (1) The portion of claims that are conditionally guaran-
lent amounts. For items 34 through 43 of Schedule HC-R,  teed by the U.S. Government, other OECD central
the sum of columns B through F must equal the balance  governments, or U.S. Government agencies.

sheet asset amount reported in column A. . . .
P (2) The portion of claims that are collateralized by cash

For items 44 through 54 of Schedule HC-R, column B on deposit in the bank holding company or by
should include the credit equivalent amounts of the securities issued or guaranteed by the U.S. Govern-
reporting bank holding company’s derivative contracts ment, other OECD central governments, or U.S.
and off-balance sheet items that are covered by the  Government agencies that are not included in the
risk-based capital standards. For off-balance sheet items,  zero percent column.

the credit equivalent amount to be reported in column B
is calculated by multiplying the face or notional amount
in column A by the appropriate credit conversion factor.
The credit equivalent amounts in column B are to be risk
weighted in columns C through F. For items 44 through
54 of Schedule HC-R, the sum of columns C through F (4) General obligation claims on, or portions of claims
must equal the credit equivalent amount reported in guaranteed by the full faith and credit of, states or
column B. other political subdivisions of the U.S.

(3) The portion of local currency securities that are
conditionally guaranteed by non-OECD central gov-
ernments (to the extent that the bank holding com-
pany has liabilities booked in that currency).

The following are some of the most common excep- (5) Claims on, and the portions of claims guaranteed
tions to the risk weight category assignments that are by, multilateral lending institutions or regional devel-
described below in the instructions for items 34 through opment banks in which the U.S. Government is a
54. These exceptions enable a bank holding comgainy, shareholder or contributing member.

its option, to assign assets, derivatives, and off-balance
sheet items to lower risk weight categories than under the
instructions for each of these items.

(6) Claims on, or guaranteed by, qualifying securities
firms incorporated in the U.S. or in other OECD
countries provided thdirm meets certain rating

Column C 0% column: criteria, the claim is guaranteed by tfiem’s parent

company and that company meets the rating criteria,

or the claim is a repurchase/resale agreement or a

securities lending/borrowing transaction that is col-

lateralized and meets certain criteria (refer to the
risk-based capital guidelines for the rating, collateral,
and qualifying securitieérm criteria).

(1) All claims (defined broadly to include securities,
loans, and leases) that are direct claims on, or the
portion of claims that are directly and unconditionally
guaranteed by, the U.S. Government, other OECD
central governments, or U.S. Government agencies.

(2) For national and state member banks, claims that ar
collateralized by cash on deposit in the bank or by
securities issued or guaranteed by the U.S. Gov-
ernment, other OECD central governments, or U.S.
Government agencies (refer to the risk-based capital
guidelines for the collateral criteria).

®The risk-based capital guidelines include a ratings-based
approach that sets the risk-based capital requirements for
asset-backed and mortgage-backed securities and other
positions in securitization transactions (except credit-
enhancing interest-only strips) according to their relative
risk using credit ratings from nationally recognized sta-
(3) For state nonmember banks, claims on, or guaranteedistical rating organizations, i.e., rating agencies, to mea-
by, qualifying securitiedfirms incorporated in the sure the level of risk. (The ratings-based approach does
U.S. or in other OECD countries that are collateral- not apply to corporate bonds, municipal bonds, or other
ized by cash on deposit in the bank or by securities debt securities that have been rated by a rating agency.)
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In general, under the ratings-based approach, the risk-externally rated may use the credit rating for the position
based capital requirement for a position in a securitiza- under one of three alternative standards to determine the
tion is computed by multiplying the face amount of the risk weight for the position. These alternatives are inter-
position by the risk weight appropriate for the external nal risk ratings for direct credit substitutes (but not
credit rating of the position. The risk weights for long- purchased credit-enhancing interest-only strips) support-
term and short-term external ratings are as follows: ing asset-backed commercial paper programs and pro-
gram ratings and credit assessment computer programs
for credit enhancements (but not residual interests) sup-
porting structuredinance programs. Under these alterna-
tives, a position receiving an investment grade rating is
assigned a 100% risk weight and a position receiving a
rating one category below investment grade is assigned a

Long-Term Rating Category  Examples  Risk Weight

Highest or second highest AAA or AA 20%
investment grade

Third highest investment A 50% or i .
grade 200% risk weight.
Lowest investment grade BBB 100% The extent to whlc_h qualifying securities are rec_ognlzed
as collateral for risk-based capital purposes is deter-
One category below BB 200% mined by their current market value. If a claim is partially

investment grade

More than one category B or unrated Not eligible

below investment grade, for ratings-
or unrated based
approach

Short-Term Rating Category Examples  Risk Weight

Highest investment grade A-1, P-1 20%

Second highest investment  A-2, P-2 50%
grade

Lowest investment grade A-3, P-3 100%

Below investment grade,
or unrated

B or unrated Not eligible
for ratings-
based
approach

secured, that is, the market value of the pledged securities
is less than the face amount of an asset or
off-balance sheet item, only the portion that is covered by
the market value of the collateral is to be reported in this
item. The face amount of a claim secured by two types of
qualifying collateral is to be reported in the items appro-
priate to the collateral types, apportioned according to the
market value of each of the two types of collateral.

If a claim is partially guaranteed or covered by two types
of guarantees, then the preceding discussion on the
treatment of claims that are collateralized is applicable. A
guarantee is conditional if its validity is dependent upon
some dirmative action by the bank holding company or
a third party (e.g., servicing requirements).

NOTE: Claims collateralized by deposits in other deposi-
tory institutions (e.g., certificates of deposit issued by
other banks) do not qualify for a 20 percent risk weight.
Such collateralized claims are to be reported in the

Under the ratings-based approach, a position in a securi-50 percent or 100 percent risk weight category in col-
tization that is a'‘traded positior’, as defined in the  umns E or F of Schedule HC-R, as appropriate, according
risk-based capital guidelines, must receive at least oneto the obligor or, if relevant, the guarantor or the nature of
external rating. If a traded position receives more than any other collateral.

one external ratings, the lowest rating will apply. For a
position in a securitization that is not a traded position to

be eligible for the ratings-based approach, the position 4 Devel t The followi i b
must receive at least two publicly available external and bevelopment. The folowing countries are members

ratings that are based on the same criteria used to ra‘[é’]c the OECD: Australia, Austria, Belgium, Canada, the

traded positions. The lowest external rating will deter- Czech Republic, Denmark, Finland, France, Germany,

. ; : o Greece, Hungary, Iceland, Ireland, Italy, Japan, Korea
mine the risk weight category for the position. ' ' ! ' ' ' '
9 gory P Luxembourg, Mexico, the Netherlands, New Zealand,

In addition, a position (other than a residual interest) in a Norway, Poland, Portugal, Slovak Republic, Spain,
securitization or structureinance program that is not Sweden, Switzerland, Turkey, the United Kingdom, and

These instructions contain several references to the
OECD, i.e., the Organization for Economic Cooperation

FR Y-9C
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the United States. In addition, Saudi Arabia should be Balance Sheet Asset Categories
treated as an OECD country. All other countries should .
be treated as non-OECD countries. Assets Sold with Recourse and Purchased

Credit-Enhancing Interest-Only Strips

Bank holding companies that are subject to When an on-balance sheet asset that is a position in an

the market risk capital guidelines asset securitization quéiks for the ratings-based

) , ) _approach, the asset should be reported in the appropriate
The risk-based capital standards require all bank holding 55set category in Schedule HC-R (items 34 to 42) and
companies with significant market risk to measure their rjsk-weighted 20%, 50%, 100%, or 200% according to its

market risk exposure and hold 8uafent capital to miti- rating. (See the paragraph below for further information
gate this exposure. In general, a bank holding company isgpy gssets subject to a 200% risk weight.)
subject to the market risk capital guidelines if its consoli-

dated trading activity, defined as the sum of trading assetsOtherwise, in an asset sale with recourse in which a bank
and liabilities as reported in its FR Y-9C for the previous holding company has retained on-balance sheet assets
quarter, equals: (1) 10 percent or more of the bank thatactas credit enhancements (including retained credit-
holding company’s total assets as reported inits FR Y-9C enhancing interest-only strips) that do not qualify for the
for the previous quarter, or (2) $1 billion or more. ratings-based approach, these assets should be reported
However, the Federal Reserve may exempt or include ain column B,“Items Not Subject to Risk-Weightirigpf

bank holding company if necessary or appropriate for the appropriate Schedule HC-R asset category (items 34
safe and sound banking practicesl to 42) Slmllarly, pUrChased Credit'enhanCing interest-

. . . _ . only strips should be reported in column B. Depending
A bank holding company that is subject to the market risk o the nature of the individual recourse transactions, the
capital guidelines must hold capital to support its €xpo- (jsk-weighting of these transactions will take place in
sure to general market risk arising frofhuctuations in Schedule HC-R, item 49°Retained recourse on small
interest rates, equity prices, foreign exchange rates, andyysiness obligations sold with recourséem 50, “ Re-
commodity prices and its exposure to sffiectisk asso-  coyrse and direct credit substitutes (other tfiaancial
ciated with certain debt and equity positions. Covered giandhy letters of credit) subject to the low level exposure
po'smons.mclude all positions in a bank holding compa- e and residual interests subject to a dollar-for-dollar
ny’s trading account and foreign exchange and commod-capital requiremerit, or item 51, “All other financial
ity positions, whether or not in the trading account. 4ssets sold with recour&ePurchased credit-enhancing
Covered positions generally_ should not be r|sk-we_|ghted interest-only strips are to be risk-weighted in Sched-
as part of the bank holding compasygross risk-  je HC-R, item 50. However, exclude disallowed credit-

weighted assets. However, foreign exchange positionsgnhancing interest-only strips that have been deducted
that are outside of the trading account and all over-the- fom Tier 1 capital and assets from Schedule HC-R,
counter (OTC) derivatives continue to have a counter- jtams 49, 50, and 51.

party credit risk capital charge. Those positions are

included in both gross risk-weighted assets for credit risk Assets Subject to a 200% Risk Weight

and the bank holding comparsycovered positions for

market risk. Asset-backed and mortgage-backed securities and other
on-balance sheet positions in asset securitizations that are
rated one category below investment grade (e.g., BB) by
a rating agency are subject to a 200% risk weight.
Because Schedule HC-R does not have a column for the

For a bank holding company that is subject to the market
risk capital guidelines, positions in the trading account
arising from asset securitizations, including recourse
’ . S pitat purp should be reported in the following manner in Sched-
accordance with those guidelines. However, the bank )
. . . . _ule HC-R:
holding company remains subject to the concentration

limit for credit-enhancing interest-only strips (see the < If a 200% risk-weighted asset is reported on the

instructions for Schedule HC-R, item 100ther addi- balance sheet (Schedule HC) at amortized cost, e.g., in
tions to (deductions from) Tier 1 capitgl” “Held-to-maturity securitie’s, report (1) the asset's
FR Y-9C HC-R-15
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amortized cost multiplied by 2 in column—+100% program assets from its risk-weighted asset base when it
risk weight, and (2) the asset’'s amortized cost as acalculates its risk-based capital ratios. In this situation,
negative number in column B. the sponsoring bank holding company should include the
consolidated assets in the appropriate balance sheet asset
categories when completing items 34 through 43, column
A, in Schedule HC-R. The amounts of these consolidated
assets should also be reported in items 34 through 43,
column B," Items not Subject to Risk-Weightingunless
the bank holding company has chosen to consolidate the
ABCP program assets onto its balance sheet for risk-
based capital purposes, as permitted under the Federal
Reserve’s risk-based capital standards, and risk weights
them accordingly. However, unless this consolidation
option has been chosen, a sponsoring bank holding
company must continue to hold risk-based capital against
« If a 200% risk-weighted asset is reported on the all exposures arising in connection with its ABCP pro-
balance sheet (Schedule HC) like*arading asset, gram, whether or not the program is consolidated for
i.e., at fair value with unrealized gains (losses) included accounting purposes, including direct credit substitutes,
in current earnings, report (1) the asset’s fair value recourse obligations, residual interests, and loans. These
multiplied by 2 in column F—100% risk weight, and exposures should be reported in the appropriate items of
(2) the asset’'s fair value as a negative number in Schedule HC-R. In addition, any minority interests in

« If a 200% risk-weighted asset is reported on the
balance sheet (Schedule HC) like aAvailable-for-
sale debt security,i.e., at fair value with unrealized
gains (losses) reported ihOther comprehensive in-
come, report (1) the difference between the asset’s
fair value and amortized cost in column B as a positive
number if fair value exceeds cost or as a negative
number if cost exceeds fair value, (2) the asset's
amortized cost multiplied by 2 in column—+100%
risk weight, and (3) the asset's amortized cost as a
negative number in column B.

column B. consolidated ABCP programs are not eligible for inclu-
sion in Tier 1 capital (or total risk-based capital) and
Treatment of Embedded Derivatives should not be included in Schedule HC-R, item 6(a),

““Qualifying minority interests in consolidated subsidiar-
If a bank holding company has a hybrid contract contain- jes and similar item$, if the bank holding company
ing an embedded derivative that must be separated fromexcludes the consolidated ABCP program assets from
the host contract and accounted for as a derivative instru-risk-weighted assets as permitted by the Federal Re-
ment under FASB Statement No. 133, then the hostserve’s risk-based capital standards.
contract and embedded derivative should be treated sepa-
rately for risk-based capital purposes. When the fair value A|located Transfer Risk Reserves (ATRRS)
of the embedded derivative has been reported as part of the ) ) ) )
bank holding companyg assets on Schedule H®Balance ~ |f the reporting bank holding company is required to
Sheet, that fair value (whether positive or negative) should €stablish and maintain an ATRR as specified in Sec-
be reported (as a positive or negative number) in column B tion 905(a) of the International Lending Supervision Act
of the Corresponding asset cate gory item in Sched_of 1983, in the Federal Reserve's I‘egu|atI0n |mp|ement'
ule HC-R (items 34 to 42). The host contract, if an asset, INg the Act (Subpart D of Federal Reserve Regulation K),

should be risk weighted according to the obligor or, if @nd in any guidelines, letters, or instructions issued by
relevant, the guarantor or the nature of the collateral. ~ the Federal Reserve, the ATRR should be reported in

Schedule HC-R, item 61. The ATRR is not eligible for

. inclusion in either Tier 1 or Tier 2 capital.
Treatment of Asset-Backed Commercial ,
Any ATRR related to loans and leases held for invest-

Paper Conduits ment is included on the balance sheet in Schedule HC,
If a bank holding company that sponsors an asset-backedtem 4(c), “Allowance for loan and lease lossesand
commercial paper (ABCP) program is required to con- separately disclosed in Sechedule HI-B, part Il, memo-
solidate the ABCP conduit in accordance with FASB randum item 1. However, if the bank holding company
Interpretation No. 46 (Revisedi;onsolidation of Vari- must maintain an ATRR for any asset other than a loan or
able Interest Entities, the sponsoring bank holding com- lease held for investment, the balance sheet category for
pany is permitted to exclude the consolidated ABCP that asset should be reported net of the ATRR on
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Schedule HC. In this situation, the ATRR should be backed securitie¢s,and item 5, column A/Asset-backed
reported as a negative number (i.e., in parentheses) insecurities, that are rated one category below investment
column B, “Items Not Subject to Risk-Weightirig,of grade, e.g., BB.

the corresponding asset category in Schedule HC-R, ) ) i

items 34 through 38, 41, and 42. The amount to be /N column C—0% risk weight, include the amounts
risk-weighted for this asset in column C, D, E, or F, as eported in Schedule HC-B, column A, for item“L).S.
appropriate, would be its net carrying value plus the Treasury securiti€s, item _Z(a), Sgcurltles‘lssued by
ATRR. For example, a bank holding company has a U-S. Government agenciésand item 4(a)(1), Pass-
held-to-maturity security issued by a foreign commercial through securitiesGuaranteed by GNMA. Also include-
company against which it has established an ATRR of the portion of Schedule HC-B, item 4(b)(1), column A,
$20. The security, net of the ATRR, is included in Other mortgage-backed securitielssued or guaranteed
Schedule HC, item 2(a):Held-to-maturity securities, ~ PY FNMA, FHLMC, or GNMA," that represents the
at $80. The security should be included in Schedule @mortized cost of GNMA securities.

HC-R, item 35, column A, at $80. The bank holding
company should include $(20) in Schedule HC-R, item
35, column B, and $100 in item 35, column F.

In column D—20% risk weight, include the amounts
reported in Schedule HC-B, column A, for item 2(b),
Securities'Issued by U.S. Government-sponsored agen-
. cies; and item 4(a)(2), Pass-through securitigdssued
;Iegisl,itt?)rpygiisti?ﬁn?d balances due from by FNMA and FHLMC'' Include the portion of Sched-
ule HC-B, item 3, column A Securities issued by states
Report in column A the amount of cash and balances dueand political subdivisions in the U.S.that represents the
from depository institutions reported in Schedule HC, amortized cost of general obligation securities and the
sum of items 1(a) and 1(b). portion of Schedule HC-B, item 4(b)(1), column A,
In column C—0% risk weight, include the amount of  Other mortgage-backed securitieissued or guaranteed
currency and coin plus any balances due from FederalPy FNMA, FHLMC, or GNMA," that represents the
Reserve Banks reported in Schedule HC, item 1(a) and@mortized cost of FHLMC and FNMA securities
any balances due from central banks in other OECD (€xcluding interest-only strips that are not credit-

countries reported in Schedule HC, items 1(a) and 1(b). €nhancing and principal-only strips, which must be
o i , assigned a 100 percent risk weight). Also include the
In column F—100% risk weight, include balances due portion of Schedule HC-B, item 4(b)(2), column A,

from non-OECD depository institutions with remaining  other mortgage-backed securitiéCollateralized by
maturities of over one yeatr, all non-local currency clalms MBS issued or guaranteed by FNMA, FHLMC, or
on non-OECD central banks, and local currency claims GNMA," that represents the amortized cost of senior
on non-OECD central banks that exceed the local cur-jnterests in such securities (excluding interest-only strips
rency liability held by the bank holding company. that are not credit-enhancing and principal-only strips,
In column D—20% risk weight, include all other amounts ~ which must be assigned a 100 percent risk weight). Also

that are not reported in column C or F. include the portions of Schedule HC-B, item 4(a)(3),
o _ N column A, Other pass-through securitiéstem 4(b)(2),
Lineitem 35 Held-to-maturity securities. column A, Other mortgage-backed securitigSollater-

Report in column A the amortized cost of held-to- &lizéd by MBS issued or guaranteed by FNMA, FHLMC,
maturity (HTM) securities reported in Schedule HC, ©F GNMA,” item 4(b)(3), column A;All other mortgage-
item 2(a). backe_q securities,and item 5, cqumn_/—\‘,‘Asset—baCked _

) ) ) securities, that represents the amortized cost of securi-
In column B, include as a negative number the amortized tjes that are rated in the highest or second highest
cost of those mortgage-backed and asset-backed securinyesiment grade, e.g., AAA or AA, in the case of
ties reported in Schedule HC-B, item 4(a)(3), column A, |ong-term ratings, or in the highest rating category, e.g.,

Other mortgage-backed securitiesCollateralized by

MBS issued or guaranteed by FNMA, FHLMC, or In column E—50% risk weight, include the portion of
GNMA,” item 4(b)(3), column A,*All other mortgage-  Schedule HC-B, item 3, column A Securities issued by
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states and political subdivisions in the UShat repre- cost exceeds fair value, report the difference as a negative
sents the amortized cost of revenue obligation securi- number (i.e., in parentheses) in Schedule HC-R, item 36,
ties. Also include the portions of Schedule HC-B, column B. If AFS equity securities with readily determin-
item 4(a)(3), column A’ Other pass-through securities, able fair values have a net unrealized gain (i.e., Sched-
item 4(b)(2), column A, Other mortgage-backed securi- ule HC-B, item 7, column D, exceeds item 7, column C),
ties ““Collateralized by MBS issued or guaranteed by the portion of the net unrealized gain (55 percent or
FNMA, FHLMC, or GNMA,” item 4(b)(3), column A, more) not included in Tier 2 capital should be included in
“All other mortgage-backed securitiésand item 5, Schedule HC-R, item 36, column B. The portion that is
column A, “Asset-backed securiti@sthat represents the not included in Tier 2 capital equals Schedule HC-B,
amortized cost of securities that are rated in the third item 7, column D minus column C, minus Schedule
highest investment grade, e.g., A, in the case of long-termHC-R, item 15.

ratings, or in the second highest rating category, e.g., A-2 ) , )

or P-2, in the case of short-term ratings (excluding Also |_nclude in column B as a negative number the
interest-only strips that are not credit-enhancing and prin- @mortized cost of those mortgage-backed and asset-

cipal-only strips, which must be assigned a 100 percent backed securities reported in Schedule HC-B, item 4(a)(3),
risk weight). column C," Other pass-through securitiéstem 4(b)(2),

) ] ) ) column C, Other mortgage-backed securiti€ollateral-
In column F—100% risk weight, include the amortized  jzeq by MBS issued or guaranteed by FNMA, FHLMC,
cost of all other HTM securities reported in Schedule HC, or GNMA,” item 4(b)(3), column C;All other mortgage-
item 2(a), that are not included in columns C through E. packed securities,and item 5, column C‘Asset-backed

However, for those mortgage-backed and asset-backedsecyrities; that are rated one category below investment
securities reported in Schedule HC-B, item 4(a)(3), col- grade, e.g., BB.

umn A, “Other pass-through securitiéstem 4(b)(2),

column A, Other mortgage-backed securiti€ollateral- In column C—0% risk weight, include the amounts
ized by MBS issued or guaranteed by FNMA, FHLMC, or reported in Schedule HC-B, column C, for item'1).S.
GNMA,” item 4(b)(3), column A,‘All other mortgage-  Treasury securiti€s, item 2(a), Securities'Issued by
backed securitigs,and item 5, column AfAsset-backed  U.S. Government agenciésand item 4(a)(1), Pass-
securities; that are rated one category below investment through securities Guaranteed by GNMA. Also include
grade, e.g., BB, include in column F the amortized cost of the portion of Schedule HC-B, item 4(b)(1), column C,

these securities multiplied by 2. Other mortgage-backed securitielssued or guaranteed
o _ - by FNMA, FHLMC, or GNMA,” that represents the
Lineitem 36 Available-for-sale securities. amortized cost of GNMA securities.

Report in column A the fair value of available-for-sale
(AFS) securities reported in Schedule HC, item 2(b). For
regulatory capital purposes, however, AFS debt securities
are risk weighted at their amortized cost. In addition,
When AFS equity securities Wi.th readily determinablle by FNMA and FHLMC” Include the portion of Sched-
fair values have a net unrealized loss, they are risk

iahted at their fai I wWh h i i ule HC-B, item 3, column C; Securities issued by states
weighted at their fair vaiue. €n such equity Securties o, political subdivisions in the U.S.that represents

Eg\tlgriezzgfct:gsntreﬁjlsZ?r?ega(I)rrlt’ig:\egfe‘:L%rtljsnkr(\al\gilggéeda?; t(r:]e'rthe amortized cost of general obligation securities and the
to 45 percent) Fi)ncludedpin Tier 2 capital. This un?ealizeg portion of Schedule HC-B, item 4(b)(1), column C, Other
S . L mortgage-backed securitiedssued or guaranteed by

gain is reported in Schedule HC-R, item 15. FNMA, FHLMC, or GNMA," that represents the amor-
In column B, include the difference between the fair tized cost of FHLMC and FNMA securities (excluding
value and amortized cost of AFS debt securities. This interest-only strips that are not credit-enhancing and
difference equals Schedule HC-B, items 1 through 6, principal-only strips, which must be assigned a 100 per-
column D, minus items 1 through 6, column C. When fair cent risk weight). Also include the portion of Sched-
value exceeds cost, report the difference as a positiveule HC-B, item 4(b)(2), column C, Other mortgage-
number in Schedule HC-R, item 36, column B. When backed securities’ Collateralized by MBS issued or

In column D—20% risk weight, include the amounts
reported in Schedule HC-B, column C, for item 2(b),
Securities*Issued by U.S. Government-sponsored agen-
cies, and item 4(a)(2), Pass-through securitidssued
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guaranteed by FNMA, FHLMC, or GNMA that repre- In addition, for AFS equity securities with readily deter-
sents the amortized cost of senior interests in suchminable fair values reported in Schedule HC-B, item 7,
securities (excluding interest-only strips that are not include the fair value of these equity securities (as
credit-enhancing and principal-only strips, which must reported in Schedule HC-B, item 7, column D) if they
be assigned a 100 percent risk weight). Also include the have a net unrealized loss. If these equity securities
portions of Schedule HC-B, item 4(a)(3), column C, have a net unrealized gain, include their historical cost
“Other pass-through securitiestem 4(b)(2), column C,  (as reported in Schedule HC-B, item 7, column C) plus
Other mortgage-backed securiti€sCollateralized by  the portion of the unrealized gain (up to 45 percent)
MBS issued or guaranteed by FNMA, FHLMC, or included in Tier 2 capital (as reported in Schedule
GNMA,” item 4(b)(3), column C;'All other mortgage- HC-R, item 15). (NOTE: Certain investments in mutual
backed securitie€s,and item 5, column C;Asset-backed  funds reported in Schedule HC-B, item 7, may qualify for
securities; that represents the amortized cost of securi- less than a 100 percent risk weight. For further informa-
ties that are rated in the highest or second highesttion, refer to the risk-based capital standards.)
investment grade, e.g., AAA or AA, in the case of

long-term ratings, or in the highest rating category, e.g., Lineitem 37 Federal funds sold and securities

A-1 or P-1, in the case of short-term ratings. purchased under agreements to resell.

In column E—50% risk weight, include the portion of ~ Report in column A the amount of federal funds sold and
Schedule HC-B, item 3, column C.Securities issued Securities purchased under agreements to resell reported
by states and political subdivisions in the U:Sthat  in Schedule HC, item 3.

represents the amortized cost of revenue obligation |y column C—0% risk weight, include the portion of
securities. Also include the portions of Schedule HC-B, schedule HC, item 3, that is directly and unconditionally

item 4(a)(3), column C, Other pass-through securities,  guaranteed by U.S. Government agencies or OECD
item 4(b)(2), column C, Other mortgage-backed securi- central governments.

ties “Collateralized by MBS issued or guaranteed by ) ) ]

FNMA, FHLMC, or GNMA," item 4(b)(3), column C, ~ |n column D—20% risk weight, include the amount of
“All other mortgage-backed securiti¢sand item 5, ~ federal funds sold and securities resale agreements
column C,“Asset-backed securitiésthat represents the ~ reported in Schedule HC, item 3, that are not included in
amortized cost of securities that are rated in the third columns C and F.

highestinvestment grade, e.g., A, in the case of long-term|n column F—100% risk weight, include claims on
ratings, or in the second highest rating category, .., A-2 nondepository institution counterparties that lack qualify-
or P-2, in the case of short-term ratings (excluding ing collateral (refer to the risk based capital guidelines
interest-only strips that are not credit-enhancing and for specific criteria) and claims on non-OECD depository
principal-only strips, which must be assigned a 100 per- jnstitutions with maturities of over one year.

cent risk weight).

In column F—100% risk weight, include the amortized Lineitem 38 Loans and leases held for sale.

cost of all other AFS debt securities reported in Sched- Reportin column A the carrying value of loans and leases
ule HC-B, column C, that are not included in columns B held for sale (HFS) reported in Schedule HC, item 4(a).
through E. However, for those mortgage-backed and
asset-backed securities reported in Schedule HC-B,
item 4(a)(3), column C; Other pass-through securities,
item 4(b)(2), column C, Other mortgage-backed securi-
ties “Collateralized by MBS issued or guaranteed by
FNMA, FHLMC, or GNMA,” item 4(b)(3), column C,
“All other mortgage-backed securitiesand item 5,
column C,"Asset-backed securiti€sthat are rated one In column D—20% risk weight, include the carrying
category below investment grade, e.g., BB, include in value of HFS loans to and acceptances of other deposi-
column F the amortized cost of these securities multi- tory institutions that are reported in Schedule HC-C,
plied by 2. item 2, (excluding the carrying value of any long-term

In column C—0% risk weight, include the carrying value

of the guaranteed portion of HFS SBA loans purchased in
the secondary market that are included in Sched-
ule HC-C, items 3} Loans tdfinance agricultural produc-
tion and other loans to farmetsand 4, Commercial
and industrial loans.
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claims on non-OECD banks that are HFS), plus the
carrying value of the guaranteed portion of HFS FHA
and VA mortgage loans included in Schedule HC-C,
item 1(c)(2)(a), the carrying value of the guaranteed
portion of HFS SBA loans originated and held by the
reporting bank holding company included in Sched-
ule HC-C, items 3 and 4, and the carrying value of
the portion of HFS student loans reinsured by the U.S.
Department of Education included in Schedule HC-C,
item 6(c)," Other consumer loaris.

In column E—50% risk weight, include the carrying
value of HFS loans secured by 4-family residential
properties and by multifamily residential properties
included in Schedule HC-C, items 1(c)(2)(a) and 1(d),
respectively, that are prudently underwritten, are fully
secured byfirst liens on 14 family or multifamily

In column E—50% risk weight, include the carrying
value of loans secured by 4-family residential proper-
ties and by multifamily residential properties included in
Schedule HC-C, items 1(c)(2)(a) and 1(d), respectively,
that are prudently underwritten, are fully securedilogt
liens on 14 family or multifamily residential properties,
are not 90 days or more past due or in nonaccrual status,
and meet other requirements specified in the risk-based
capital guidelines.

In column F—100% risk weight, include the carrying
value of loans reported in Schedule HC, item 4(b), that is
not included in columns B through E.

Lineitem 40 LESS: Allowance for loan and lease
| osses.

residential properties, are not 90 days or more past due oReport in columns A and B the balance of the allowance
in nonaccrual status, and meet other requirements specifor loan and lease losses reported in Schedule HC,

fied in the risk-based capital guidelines.

In column F—100% risk weight, include the carrying
value of HFS loans reported in Schedule HC, item 4(a),
that is not included in columns B through E.

Lineitem 39 Loans and leases, net of unear ned
income.

Report in column A the amount of loans and leases, net
of unearned income, reported in Schedule HC, item 4(b).

In column C—0% risk weight, include the carrying value

of the guaranteed portion of SBA loans purchased in the
secondary market that are included in Schedule HC-C,
items 3,“Loans tofinance agricultural production and
other loans to farmers,and 4, Commercial and indus-
trial loans’

In column D—20% risk weight, include the carrying

value of loans to and acceptances of other depository

institutions that are reported in Schedule HC-C, item 2,
(excluding the carrying value of any long-term claims on
non-OECD banks), plus the carrying value of the guaran-
teed portion of FHA and VA mortgage loans included in
Schedule HC-C, item 1(c)(2)(a), the carrying value of the
guaranteed portion of SBA loans originated and held by
the reporting bank holding company included in Sched-
ule HC-C, items 3 and 4, and the carrying value of the
portion of student loans reinsured by the U.S. Department
of Education included in Schedule HC-C, item 6(c),
*“Other consumer loans.

HC-R-20

item 4(c).

Lineitem 41 Trading assets.

Report in column A the fair value of trading assets
reported in Schedule HC, item 5.

If the bank holding company is subject to the market risk
capital requirement, also include the fair value of all
trading assets reported in Schedule HC, item 5, in
column B. The bank holding company will report its
market risk equivalent assets in Schedule HC-R, item 58.

For bank holding companies not subject to the market
risk capital requirement:

In column B, if the bank holding company completes
Schedule HC-D, include the fair value of derivative
contracts that are reported as assets in Schedule HC-D,
item 11. If the bank holding company does not complete
Schedule HC-D, include the portion of the amount
reported in Schedule HC, item 5, that represents the fair
value of derivative contracts that are assets.

Also include in column B as a negative number the fair
value of those mortgage-backed and asset-backed securi-
ties reported in Schedule HC-D, item 4Mortgage-
backed securitigs,item 5, Other debt securities,and

item 10," Trading assets in foreignfodes, that are rated

one category below investment grade, e.g., BB. If the
bank holding company does not complete Sched-
ule HC-D, include the portion of the amount reported in
Schedule HC, item 5, that represents the fair value of
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mortgage-backed and asset-backed securities that aréhe fair value of revenue obligations issued by states and
rated one category below investment grade, e.g., BB.  political subdivisions in the U.S. Also include the fair

o , , . value of those mortgage-backed and asset-backed securi-
In column C—0% risk weight, if the bank holding  {ies reported in Schedule HC-D, item #Mortgage-
company completes Schedule HC-D, include the amountpacked securities,item 5, Other debt securitie€s,and
reported n Schedule HC-D, item LU.S. Treasury jiem 10,“Trading assets in foreignfides; that are rated
securities, the portion of the amount reporteql in Sched- in the third highest investment grade category, e.g., A, in
ule HC-D, item 2, that represents the fair value of {he case of long-term ratings, or in the second highest
securities issued by U.S. Governm(_ent agencies, and therating category, e.g. A-2 or P-2, in the case of short-term
portion of the amounts reported in Schedule HC-D, ratings (excluding interest-only strips that are not credit-
items 4(a) and 4(b), tha}t represents the fair value of enhancing and principal-only strips, which must be
mortgage-backed securities guaranteed by GNMA. If the gssigned a 100 percent risk weight). If the bank holding
bank holding company does not complete Sched- ;ompany does not complete Schedule HC-D, include the
ule HC-D, include the portion of the amount reported in portion of the amount reported in Schedule HC, item 5,

Schedule HC, item 5, that represents the fair value of that represents the fair value of these types of securities.
these types of securities. . o _
In column F—100% risk weight, include the fair value of

In column D—20% risk weight, if the bank holding  trading assets reported in Schedule HC, item 5, that is not
company completes Schedule HC-D, include the portion included in columns B through E. However, for those
of the amount reported in Schedule HC-D, item 2, that mortgage-backed and asset-backed securities reported in
represents the fair value of securities issued by U.S.Schedule HC, item 5, that are rated one category below
Government-sponsored agencies, the portion of theinvestment grade, e.g., BB, include in column F the fair
amount reported in Schedule HC-D, item 3, that repre- value of these securities multiplied by 2.

sents the fair value of general obligations issued by states

and political subdivisions in the U.S., the portion of the

amount reported in Schedule HC-D, items 4(a) and 4(b), Line item 42 All other assets.

that represents the fair value of mortgage-backed securi-Report in column A the sum of the amounts reported
ties issued by FNMA and FHLMC (excluding interest- jn Schedule HC, item 6 Premises andixed assets,
only strips that are not credit-enhancing and principal- jtem 7, Other real estate ownédtem 8, Investments in
only strips, which must be assigned a 100 percent risk ynconsolidated subsidiaries and associated companies,

weight). and the portion of the amount reported in jtem 10(a)," Goodwill’ item 10(b)," Other intangible
Schedule HC-D, item 9;'Other trading assets,that assetg, and item 11'*Other assets.

represents the fair value of certificates of deposit and ) .

bankers acceptances (excluding the fair of any long-term The carrying value of any bank holding company-owned
claims on non-OECD banks). Also include the fair value 9€neral account insurance product included in Schedule
of those mortgage-backed and asset-backed securitie§!C. ittm 11, should be risk-weighted 100 percent. If the
reported in Schedule HC-D, item 4Mortgage-backed bank holding company owns a separate account insur-
securities, item 5, Other debt securities and item 10, ~ @nce product that qualifies for th8ook-through™ ap-
“Trading assets in foreign fofes; that are rated in the ~ Proach, the qualifying portion of the carrying value of
highest or second highest investment grade, e.g., AAA or this product included in Schedule HC, item 11, may be
AA, in the case of long-term ratings, or in the highest eligible for a risk weight less than 100 percent, but in no
rating category, e.g., A-1 or P-1, in the case of short-term CaSe less than 20 percent. Any general account and stable
ratings. If the bank holding company does not complete value protection (SVP) portions of the carrying value of a
Schedule HC-D, include the portion of the amount Separate account insurance product should be risk

reported in Schedule HC, item 5, that represents the fairWeighted at the risk weights applicable to claims on the
value of these types of trading assets. insurer (100 percent) and the SVP provider (100 percent

or, if appropriate, 20 percent), respectively. A separate
In column E—50% risk weight, if the bank holding account insurance product that does not qualify for the
company completes Schedule HC-D, include the portion “look-through” approach should receive a 100 percent
of the amount reported in HC-D, item 3, that represents risk weight. For further information, see the Interagency
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Statement on the Purchase and Risk Management of Life(column D of Schedule HC-R, items 34 through 41); and
Insurance, issued December 7, 2004. the portion of customersicceptance liability reported in
Schedule HC, item 11, that has been participated to other
depository institutions. Also include the amortized cost
of residual interests in asset securitizations (other than
credit-enhancing interest-only strips) included in Sched-
ule HC, item 11, that are rated in the highest or second
highest investment grade, e.g., AAA or AA, in the case of
long-term ratings, or in the highest rating category, e.g.,
A-1 or P-1, in the case of short-term ratings.

In column B, include the amount of any disallowed
goodwill and other disallowed intangible assets reported
in Schedule HC-R, item 7; disallowed servicing assets
and purchased credit card relationships report&thed-

ule HC-R, item 9(a); disallowed deferred tax assets
reported in Schedule HC-R, item 9(b); all credit-enhancing
interest-only strips reported in Schedule HC, item 11; all
residual interests (as defined in the instructions for
Schedule HC-R, item 50) not eligible for the ratings- In column E—50% risk weight, include accrued interest
based approach; the fair value of derivative contracts thatreceivable on assets included in the 50 percent risk
are reported as assets in Schedule HC, item 11; and theveight category (column E of Schedule HC-R, items 34
carrying value of other assets reported in Schedule HC,through 41). Also include the amortized cost of residual
item 11, that act as credit enhancements for thoseinterests in asset securitizations (other than credit-
recourse transactions that must be reported in Sched-enhancing interest-only strips) included in Schedule HC,
ule HC-R, items 49 and 51. Include the amount of the item 11, that are rated in the third highest investment
bank holding company’s investments in unconsolidated grade, e.g., A, in the case of long-term ratings, or in the
banking andfinance subsidiaries that are reported in second highest rating category, e.g., A-2 or P-2, in the
Schedule HC, item 8, and are deducted for risk-basedcase of short-term ratings.

capital purposes in Schedule HC-R, item 20. Also include
investments in unconsolidated special purpose entities
that issue trust preferred securities.

In column F—100% risk weight, include the amount of
all other assets reported in column A that is not included
in columns B through E. However, for residual interests
If the bank holding company has residual interests in in asset securitizations (other than credit-enhancing
asset securitizations that are eligible for the ratings-basednterest-only strips) included in Schedule HC, item 11,
approach, report the difference between these residualsinclude the amortized cost of those that are rated in the
fair value carrying amount and their amortized cost in lowest investment grade category, e.g., BBB, and the
column B as a positive number if fair value exceeds cost amortized cost multiplied by 2 of those that are rated one
and as a negative number (i.e., in parentheses) if costcategory below investment grade, e.g., BB.

exceeds fair value. Also, include in column B as a . .

negative number the amortized cost of any residual Lineitem 43 Total assets.

interests in asset securitizations (other than credit- For columns A through F, report the sum of items 34
enhancing interest-only strips) included in Schedule HC, through 42. The sum of columns B through F must equal
item 1 are rated one category below investment grade,column A.

e.g., BB. o

In column C—0% risk weight, include the carrying Derivatives and Off-Balance Sheet ltems

value of Federal Reserve Bank stock included in Sched-Bank holding companies should refer to the supervisory
ule HC-F, item 4; accrued interest receivable on assetsguidance issued by the Federal Reserve for information
included in the zero percent risk weight category (col- on how they should treat credit derivatives for risk-based
umn C of Schedule HC-R, items 34 through 41); and the capital purposes and, as a consequence, for purposes of
carrying value of gold bullion not held for trading that is completing the section of Schedule HC-R for derivatives
held in the bank holding company’s own vault or in and off-balance sheet items.
another institution’s vault on an allocated basis. L .

o o , Treatment of Liquidity Facilities for
In column D—20% risk weight, include the_carrymg_ Asset-Backed Commercial Paper Programs
value of Federal Home Loan Bank stock included in

Schedule HC-F, item 4; accrued interest receivable onBank holding companies that provide liquidity facilities
assets included in the 20 percent risk weight categoryto asset-backed commercial paper (ABCP) programs,
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whether or not they are the program sponsor, must report  low-level exposure rule. For thesmancial standby
these facilities in the following manner in Schedule letters of credit, report in column B 100% of the
HC-R (unless the bank holding company is a sponsor and ~ amount reported in column A.

has chosen to consolidate the ABCP program assets ontn column D—20% risk weight, include the credit equiva-

its balance sheet for risk-based capital purposes). The fullient amount of the portion dinancial standby letters of
amount of the unused portion of an eligible liquidity credit reported in Schedule HC-L, item 2(a), that has
facility with an original maturity exceeding one year peen conveyed to U.S. and other OECD depository
should be reported in item 53, column A. For an eligible institutions (and to non-OECD depository institutions for
liquidity facility with an original maturity of one year or |etters of credit with remaining maturities of one year or
less, 20 percent of the unused portion of the facility less). Also include in column D the credit equivalent
should be reported in item 53, column A, to produce the amount offinancial standby letters of credit to which the
effect of a 10 percent conversion factor when reporting ratings-based approach applies that are rated in the
the credit equivalent amount of the liquidity facility in  highest or second highest investment grade category, e.g.,
item 53, column B. For ineligible liquidity facilities (both  AAA or AA, in the case of long-term ratings, or in the
direct credit substitutes and recourse obligations), bankhighest rating category, e.g., A-1 or P-1, in the case of
holding companies should report the full amount of the short-term ratings.

unused portion of the facility in Schedule HC-R, item 51, |, column E—50% risk weight, include the credit equiva-
column A. lent amount ofinancial standby letters of credit to which
the ratings-based approach applies that are rated in the
Lineitem 44 Financial standby letters of credit. third highest investment gra(_je category, e.g., A, in t'he

case of long-term ratings, or in the second highest rating
For financial standby letters of credit reported in Sched- category, e.g., A-2 or P-2, in the case of short-term ratings.
ule HC-L, item 2, that act as credit enhancements for | colymn F—100% risk weight, include the portion of
asset-backed or mortgage-backed securities and to whichihe credit equivalent amount reported in column B that is
the ratings-based approach applies, report in column A: ot included in columns C through E.

(1) the amount outstanding and unused of those letters of| i aitem 45 Performance standby letters of credit.

credit subject to a risk weight of 100% or less, and )
Report in column A the face amount of performance

(2) two times the amount outstanding and unused of standby letters of credit reported in Schedule HC-L,
those letters of credit subject to a 200% risk weight. jtem 3.

For thesefinancial standby letters of credit, report in In column B, report 50 percent of the face amount
column B 100% of the amount reported in column A. reported in column A.

For all otherfinancial standby letters of credit reported in !N column D—20% risk weight, include the credit equiva-
Schedule HC-L, item 2, repoit column A: lent amount of the portion of performance standby letters

) of credit reported in Schedule HC-L, item 3(a), that has

risk-based capital requirement for the assets that arejetters of credit with remaining maturities of one year or
credit-enhanced by the letter of credit. Thésen- less).

cial standby letters of credit are subject to the low-
level exposure rule. For thesmancial standby let-
ters of credit, report as the credit equivalent amount
in column B their amount outstanding and unused
mUItlplled by either 12.5 or by the inStitUtion-SpﬁCi Lineitem 46 Commercial and similar letters of
factor determined in the manner described in the credit.

instructions for Schedule HC-R, item 50.

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

Report in column A the face amount of commercial and
(2) the full amount of the assets that are credit-enhancedsimilar letters of credit reported in Schedule HC-L,
by those letters of credit that are not subject to the item 4.
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In column B, report 20 percent of the face amount In column F—100% risk weight, include the portion of
reported in column A. the credit equivalent amount reported in column B that is

In column F—100% risk weight, include the portion of not included in columns C through E.

the credit equivalent amount reported in column B thatis | ine item 49 Retained recourse on small business

not included in columns C through E. obligations sold with recourse.
Lineitem 47 Risk participationsin banker’s Report in column A the amount of retained recourse on
acceptances acquired by the reporting institution. small business obligations reported in Schedule HC-S,

. . L Memorandum item 1(b).
Report in column A the face amount of risk participations (b)

in bankers acceptances that have been acquired by théJnder Section 208 of the Riegle Community Develop-

reporting institution and are outstanding. ment and Regulatory Improvement Act of 1994 cuali-
fying institution” that transfers small business loans and

In column B, report 100 percent of the face amount |eases on personal property (small business obligations)
reported in column A. with recourse in a transaction that qualifies as a sale

In column D—20% risk weight, include the credit equiva- ~ under generally accepted accounting principles (GAAP)
lent amount of the portion of risk participations in Mmust maintain risk-based capital only against the amount
bankers acceptances that the reporting bank holdingof recourse retained, provided the institution establishes a
company has acquired and subsequently conveyed tgecourse liability account that is didient under GAAP.

U.S. and other OECD depository institutions (and to Only loans and leases to businesses that meet the criteria
non-OECD depository institutions for bankers accep- for a small business concern established by the Small
tances with remaining maturities of one year or less). ~ Business Administration under Section 3(c) of the Small

Business Act (12 U.S.C. 631) are eligible for this favor-

In column F—100% risk weight, include the portion of  ,pia risk-based capital treatment.

the credit equivalent amount reported in column B that is

not included in columns C and D. In general, &' qualifying institution” is one that is well
capitalized without regard to the Section 208 provisions.
Line item 48 Securities lent. If a bank holding company ceases to be a qualifying

. " institution or exceeds the retained recourse limit set forth
Reportln column A'the amount of securities lent reported in regulations implementing Section 208, all new trans-
in Schedule HC-L, item 6. fers of small business obligations with recourse would
In column B, report 100 percent of the face amount not be treated as sales. However, the reporting and
reported in column A. risk-based capital treatment described above will con-
tinue to apply to any transfers of small business obliga-
tions with recourse that were consummated during the
time the bank holding company was'gualifying insti-
tution”” and did not exceed the limit.

In column C—0% risk weight, include the credit equiva-

lent amount of securities lent that is supported by the
appropriate amount of collateral that qualifies for the zero
percent risk weight under the risk based capital guide-

lines (refer to these guidelines for the specific qualifying Incolumn B, report 100 percent of the amount reported in
criteria). column A.

In column D—20% risk weight, include the credit equiva- !N column F—100% risk weight, include the portion of
lent amount of securities lent that is supported by the the credit equivalent amount reported in column B that is
appropriate amount of collateral that qdi@s for the ~ notincluded in columns C through E.

20 percent risk weight under the risk based capital

guidelines (refer to these guidelines for sfiecijualify- substitutes (other than financial standby letters of

ing criteria). Also include the credit equivalent amount of edit) subiect 10 the low level | q
securities lent that represents claims on U.S. and other® &C! ) subj 0 the fow Tevel exposure rulé an

OECD depository institutions (and claims on non-OECD res_ci:lal Interests S‘:bJeCt to a dollar-for-dollar
depository institutions for securities lent with remaining capital requirement.
maturities of one year or less). As defined in the risk-based capital standards,

Lineitem 50 Recourse and direct credit
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¢ Recourse means an arrangement in which an institution assets (generally, four percent for qualifyiingt lien 1-4
retains, in form or in substance, any credit risk directly family residential mortgages and eight percent for most
or indirectly associated with an asset it has sold (in other assets), the risk-based capital requirement is limited
accordance with generally accepted accounting prin-to the institution’s maximum contractual exposure, less
ciples) that exceeds a pro rata share of the institution’sany recourse liability account established in accordance
claim on the asset. with generally accepted accounting principles.

« Direct credit substitute means an arrangement in which However, for residual interests (other than credit-
an institution assumes, in form or in substance, credit enhancing interest-only strips that have been deducted
risk directly or indirectly associated with an on- or from Tier 1 capital and assets) not eligible for the
off-balance sheet asset or exposure that was not previ+atings-based approach, an institution must maintain risk-
ously owned by the institution (third-party asset) and based capital equal to the face amount of the residual
the risk assumed by the institution exceeds the pro ratainterest (net of any existing associated deferred tax
share of the institution’s interest in the third party asset. liability recorded on the balance sheet), even if the

amount of risk-based capital required to be maintained

exceeds the full risk-based capital requirement for the
assets transferred. The effect of this requirement is that,
notwithstanding the low level exposure rule, an institu-
tion must hold one dollar in total risk-based capital
against every dollar of the face amount of its residual
interests that are not eligible for the ratings-based ap-
4)roach (a dollar-for-dollar capital requirement), except
or any credit-enhancing interest-only strips that are
required to be deducted from Tier 1 capital and assets.

« Residual interest means any on-balance sheet asset that
represents an interest (including a bicial interest)
created by a transfer that qualifies as a sale (in accor
dance with generally accepted accounting principles)
of financial assets, whether through a securitization or
otherwise, and that exposes an institution to credit risk
directly or indirectly associated with the transferred
asset that exceeds a pro rata share of the institution’
claim on the asset, whether through subordination
provisions or other credit enhancement techniques. In
general, residual interests include credit-enhancing Because all residual interests (including all retained
interest-only strips (both retained and purchased), and purchased credit-enhancing interest-only strips) are
spread accounts, cash collateral accounts, retained subon-balance sheet assets, the on-balance sheet amount of
ordinated interests, other forms of overcollateraliza- an institution’s residual interests not eligible for the
tion, accrued but uncollected interest on transferred ratings-based approach should be reported in column B
assets that (when collected) will be available to serve in Of the Balance Sheet Asset Category section of Sched-
a Credit_enhancing Capacity’ and similar on-balance ule HC-R. Slmllarly, when a direct credit substitute is

sheet assets that function as a credit enhancement. ~ carried as an asset on the bank holding comizny
balance sheet and the low level exposure rule applies, the

Under these definitions, all recourse arrangements in theon-balance sheet asset amount should be reported in

form of on-balance sheet assets are residual interests. Th%olumn B of the Balance Sheet Asset Category section of
only type of residual interest that is not a recourse gepedule HC-R.

arrangement is a purchased credit-enhancing interest- o )

only strip. Purchased credit-enhancing interest-only strips FOr purposes of this item, thémaximum contractual
are a type of direct credit substitute. Recourse arrange-dollar amount of exposuredf a residual interest and a
ments not in the form of on-balance sheet assets (e_g_dlrect credit substitute that is an on-balance sheet asset is
off-balance sheet recourse obligations, which may havelts “‘face amount'as of the report date, i.e., its amortized

an associated on-balance sheet recourse liability) are nof0St if itis not held for trading purposes and its fair value
residual interests. if it is held for trading purposes. In determining the

““maximum contractual dollar amount of exposufer a
The risk-based capital standards include a low-level residual interest, an institution is permitted, but not
exposure rule, which states that if the maximum exposurerequired, to reduce the face amount by the amount of any
to loss retained or assumed by an institution in connec-existing associated deferred tax liabilftyThe ‘‘maxi-
tion with a recourse arrangement, a direct credit substi-mum contractual dollar amount of exposuref a
tute, or a residual interest is less than the effective
risk-based capital requirement for the credit-enhanced 6. Any deferred tax liability used in this manner would not be available
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recourse arrangement and a direct credit substitute thaindependent of the risk weight category of the assets to
is not in the form of an on-balance sheet asset is thewhich the exposure relates, is calculated as follows:
maximum contractual amount of the institutisnexpo- Cx A

sure as of the report date, less the balance of any F= C-R -A

associated recourse liability account established in accor-

dance with generally accepted accounting principles andwhere

reported in Schedule HC-G, item 4Qther” liabilities. F = institution-specific add-on factor;

C = total risk-based capital (as reported in
Bank holding companies that have entered into Schedule HC-R, item 21);
(a) recourse arrangements and direct credit substitutes A = net risk-weighted assets excluding low-level
(other thanfinancial standby letters of credit) that are exposures and residual interests; and
subject to the low level exposure rule and (b) residual R = maximum contractual dollar amount of
interests subject to a dollar-for-dollar capital requirement exposure in low-level exposure transactions
should report these transactions in this item using either or of residual interests (as reported in
the* direct reduction methodbr the** gross-up method” column A of this item)

in accordance with the following guidance. Exclude from

this item disallowed credit-enhancing interest-only strips For purposes of calculating the amount of the bank
that have been deducted from Tier 1 capital and assetsholding company’s total risk-based capital to be used in
When using the‘gross-up methot, an institution the preceding formula (C in the formula) and to be
includes an amount in its risk-weighted assets (the reported in Schedule HC-R, item 21, the bank holding
denominator of its risk-based capital ratios) for iteaxi- company should determine the Tier 2 capital limit on the
mum contractual dollar amount of exposurdffat is allowance for loan and lease losses by multiplying its
calculated under the assumption that the instituon ‘maximum contractual dollar amount of exposSu(® in
total risk-based capital ratio equals the 8 percent mini- the preceding formula, as defined in these instructions)
mum requirement. In contrast, when using thdirect by 12.5 and adding this product to its gross risk-weighted
reduction method, an institution includes an institution-  assets excluding low level exposures and residual inter-
specific amount in its risk-weighted assets for itsaxi- ests. This adjusted gross risk-weighted-asfgtse mul-
mum contractual dollar amount of exposuréfat is tiplied by 1.25 percent is the bank’s Tier 2 capital limit
calculated using the actual amount of the institution’s on the allowance for loan and lease losses. Once this limit
total risk-based capital. This institution-spiécicalcula- on the allowance has been calculated, the limfitied at
tion produces the effect of directly reducing Tier 1 and this amount. This limit should not be changed after the
total risk-based capital by themaximum contractual  pank holding company calculates the actual amount of its
dollar amount of exposurewithout lowering the institu-  net risk-weighted assets excluding low level exposures
tion’s Tier 1 leverage capital ratio. For an institution anq residual interests (A in the preceding formula) or its
whose risk-based capital ratios exceed the required mini-jnstjtution-specific add-on factor for low level exposures
mums, it is normally preferable to use thdirect reduc-  5nq residual interests under thairect reduction method”
tion method: (F in the preceding formula). This means that a bank
holding company will measure its Tier 2 capital and its
total risk-based capital prior to its application of the
“direct reduction methodand will not recalculate these
two amounts once the add-on factor is known.

If the bank holding company chooses to use ‘tiiérect
reduction method, the bank holding company should
report as the credit equivalent amount in Schedule HC-R,
item 50, column B, an‘institution-specific add-on fac-
tor” for its low-level exposure or residual interest. This
credit equivalent amount should then be assigned to the
100 percent risk weight category in column F of this
item. The"institution-specific add-on factbrwhich is

If the bank holding company chooses to use'theoss-up
method; the “maximum contractual dollar amount of
exposure’’for the bank holding company’s low level
exposure transactions and its residual interests, as re-
ported in column A of this item, should be multiplied by
for the bank holding company to use in determining the amount of & factor of 12.5. The resulting dollar amount should be
disallowed deferred tax assets in Schedule HC-R, item 9(b), above. reported as the credit equivalent amount in column B of

HC-R-26 FR Y-9C
Schedule HC-R March 2007



Schedule HC-R

this item and assigned to the 100 percent risk weight risk-weighted assets excluding low level exposures and

category in column F.

For example, a bank holding company has sold $2 mil-

lion in first lien residential mortgages subject to two

percent recourse. The bank holding company has remove
the $2 million in mortgages from its balance sheet and, in
accordance with GAAP, has also established a recours

liability account with a balance of $10,000. The maxi-
mum amount for which the bank holding company is

residual interests are $100 million. Based on the facts in
the example, the bank holding company calculates that
its institution-specific add-on factor is $286,533. The
ank holding company would report the amount of this
dd-on factor as the credit equivalent amount in col-
umn B of this item and assign this amount to the

®00 percent risk weight category in column F.

If the bank holding company chooses to use'theoss-up

Ii_able is_$40,000. The mortgage_s qualify for a 50 percent method; the bank holding company would report $30,000
risk weight and the bank holding company’s recourse (its **maximum contractual dollar amount of expostre
exposure is less than the $80,000 minimum risk-basedas the'face value or notional amounit column A of

capital requirement for these assets sold with recoursethis item. The bank holding company would report

Thus, the low level exposure rule applies. Thaaxi-
mum contractual dollar amount of exposuréor this

$375,000 as the credit equivalent amount in column B
($30,000—its'*maximum contractual dollar amount of

transaction is $30,000, the $40,000 maximum contractualexposure” —multiplied by 12.5). It would also assign this

amount of the bank holding compdsyrecourse expo-

amount to the 100 percent risk weight category in column

sure as of the report date, less the $10,000 balance of the= of this item. Because the $2 million in mortgages sold

recourse liability account for this transaction. The bank

have been removed from the balance sheet, the difference

holding company has no other transactions that would between the $375,000 credit equivalent amount and the

gualify for the low level exposure rule. It has gross

$2 million is not reported in Schedule HC-R. In addition,

risk-weighted assets excluding low level exposures andthe bank holding company would include the $375,000 in

residual interests of $100 million, Tier 1 capital of

its gross risk-weighted assets for purposes of determining

$8 million, an allowance for loan and lease losses of the Tier 2 capital limit for the allowance for loan and

$1.1 million, and other qualifying Tier 2 capital compo-
nents of $1.4 million.

If the bank holding company chooses to use ‘tiiérect
reduction method, the bank holding company would
report $30,008its ** maximum contractual dollar amount
of exposure’ —as the‘face value or notional amounth
column A of this item and would use this amount to
calculate its institution-specific add-on factor using the
formula provided above. To determine the Tier 2 capital
limit for the bank holding company’s allowance for loan
and lease losses, the bank holding company wdiudd
add $375,000 ($30,000—itsmaximum contractual dol-
lar amount of exposure”+ultiplied by 12.5) to its
$100 million of gross risk-weighted assets excluding low

lease losses.

Lineitem 51 All other financial assets sold with
recour se.

Include in this item all recourse arrangements (daneel

in Schedule HC-R, item 50, above) in which the bank
holding companys exposure has not already been
included in Schedule HC-R, item 44Financial standby
letters of credit; item 49, Retained recourse on small
business obligations sold with recout'ser item 50,
““Recourse and direct credit substitutes (other finaem-

cial standby letters of credit) subject to the low level
exposure rule and residual interests subject to a dollar-

level exposures and residual interests. Its Tier 2 capital for-dollar capital requiremerit.For example, include in

limit for the allowance would be $1,254,688
($100,375,006- its adjusted gross risk-weighted assets
multiplied by 1.25 percent—the limit for the allowance).
Since the bank holding company’s $1.1 million allow-
ance is less than its Tier 2 capital limit for the allowance,
the bank holding company would report arexcess
allowance for loan and lease lossesf $0 in Sched-
ule HC-R, item 60, column F. The bank holding compa-
ny's total risk-based capital is $10.5 million and its net

FR Y-9C
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this item recourse arrangements where the bank holding
company is obligated to repurchase a loan or otherwise
compensate the purchaser of a loan in the event of the
borrower’s failure to pay when due (unless the loan is a
small business obligation sold with recourse that has
been reported in Schedule HC-R, item 49, above).
Exclude from this item disallowed credit-enhancing
interest-only strips that have been deducted from Tier 1
capital and assets.

HC-R-27



Schedule HC-R

For those recourse arrangements that must be includedn column E—50% risk weight, include the credit equiva-

in this item that are not eligible for the ratings-based lent amount offinancial assets sold with recourse (not
approach, report in column A the outstanding principal eligible for the ratings-based approach) that, if they were
balance of the loans or othéinancial assets that were carried as assets on the balance sheet, would meet the
sold with recourse, minus the amount of any recourse criteria for the 50 percent risk weight category as
liability account associated with these transactions that isdescribed in the instructions for Risk-Weighted Assets
included in Schedule HC-G, item 40ther” liabilities. and for Schedule HC-R, items 34 through 42, above.
For those recourse arrangements that must be included irAlso include in column E the credit equivalent amount of
this item that act as credit enhancements for asset-backedhose recourse arrangements to which the ratings-based
or mortgage-backed securities and to which the ratings-approach applies that are rated in the third highest
based approach applies, repartolumn A: investment grade category, e.g., A, in the case of long-

(1) the maximum contractual remaining amount of the term ratings, or .in the second highest rating category,
e.g., A-2 or P-2, in the case of short-term ratings.

bank holding company’s recourse exposures that are
subject to a risk weight of 100% or less, minus the In column F—100% risk weight, include the portion of
amount of any recourse liability account associated the credit equivalent amount reported in column B that is
with these exposures that is included in Schedule HC- not included in columns C through E.

G, item 4, and

(2) two times the maximum contractual remaining Lineitem 52 All other off-balance shet liabilities.
amount of the bank holding company’s recourse Report in column A the notional amount of all other
exposures that are subject to a 200% risk weight, off-balance sheet liabilities reported in Schedule HC-L,
minus the amount of any recourse liability account item 9, that are covered by the risk-based capital guide-
associated with these exposures that is included inlines. Also include in column A the notional amount of
Schedule HC-G, item 4. written option contracts that act figancial guarantees,

which have been reported as derivatives in Sched-

ule HC-L, item 11, but are treated as direct credit
substitutes rather than derivatives for risk-based capital

In column C—0% risk weight, include the credit equiva- ~ PUrposes. Also include in column A the amount of those

lent amount offinancial assets sold with recourse (not Credit derivatives reported in Schedule HC-L, item 7, that

eligible for the ratings-based approach) that, if they were Under Federal Reserve supervisory guidance, are covered
carried as assets on the balance sheet, would meet th8Y the risk-based capital standards, but have not been
criteria for the zero percent risk weight category as included in any of the preceding items in the Derivatives
described in the instructions for Risk-Weighted Assets and Off-Balance Sheet Items section of Schedule HC-R.
and for Schedule HC-R, items 34 through 42, above. However,exclude from column A the amount of credit
derivatives classified as trading that are subject to the
In column D—20% risk weight, include the credit equiva-  market risk capital guidelines (report in Schedule HC-R,
lent amount offinancial assets sold with recourse (not item 54) and credit derivatives purchased by the bank
eligible for the ratings-based approach) that, if they were holding company that are recognized as guarantees of an
carried as assets on the balance sheet, would meet thasset or off-balance sheet exposure under the risk-based
criteria for the 20 percent risk weight category as capital guidelines, i.e., credit derivatives on which the
described in the instructions for Risk-Weighted Assets bank holding company is the beneficiary (report the
and for Schedule HC-R, items 34 through 42, above. guaranteed asset or exposure in Schedule HC-R in the

Also include in column D the credit equivalent amount of appropriate balance sheet or off-balance sheet category

those recourse arrangements to which the ratings-based— e.g., item 39,“Loans and leases, net of unearned

approach applies that are rated in the highest or secondncome” — and in the risk weight category applicable to
highest investment grade category, e.g., AAA or AA, in the derivative counterparty- e.g., column D, 20 percent

the case of long-term ratings, or in the highest rating — rather than the risk weight category applicable to the
category, e.g., A-1 or P-1, in the case of short-term obligor of the guaranteed asset). Also exclude from
ratings. column A the notional amount of standby letters of credit

In column B, report 100 percent of the amount reported in
column A.
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issued by a Federal Home Loan Bank on behalf of the earliest date on which the bank holding company (1) is
reporting bank holding company that are reported in scheduled to (and as a normal practice actually does)
Schedule HC-L, item 9, because these letters of credit arereview the facility to determine whether or not it should
not covered by the risk-based capital guidelines. be extended and (2) can unconditionally cancel the
commitment. Also include in column A all revolving
underwriting facilities (RUFs) and note issuance facili-
ties (NIFs), regardless of maturity.

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

In column C—0% risk weight, include the credit equiva-
lent amount of liabilities to counterparties who meet, or In the case of consumer home equity or mortgage lines of
that have guarantees or collateral that meets, the criterigcredit secured by liens on 4-family residential proper-
for the zero percent risk weight category as described inties, a bank holding company is deemed able to uncondi-
the instructions for Risk-Weighted Assets and for Sched- tionally cancel the commitment if, at its option, it can
ule HC-R, items 34 through 42, above. prohibit additional extensions of credit, reduce the credit
i i . ) . line, and terminate the commitment to the full extent
In column D—20% risk weight, include the credit equiva-  harmjtted by relevant federal law. Retail credit cards and
lent amount of liabilities to counterparties who meet, or q|ateq plans, including overdraft checking plans and

that have guarantees or collateral that meets, the criterigy,ergraft protection programs, are defined to be short-
for the 20 percent risk weight category as described in the gy commitments that should be converted at zero
instructions for Risk-Weighted Assets and for Sched- percent and excluded from this item 53 if the bank

ule HC-R, items 34 through 42, above. holding company has the unconditional right to cancel
In column E—50% risk weight, include the credit equiva-  the line of credit at any time in accordance with appli-
lent amount of liabilities to counterparties who meet, or cable law.

that have guarantees or collateral that meets, the criteriaF
for the 50 percent risk weight category as described in the
instructions for Risk-Weighted Assets and for Sched-
ule HC-R, items 34 through 42, above.

or commitments providing for increases in the dollar
amount of the commitment, the amount to be converted
to an on-balance sheet credit equivalent amount and risk
weighted is the maximum dollar amount that the bank
In column F—100% risk weight, include the portion of  holding company is obligated to advance at any time
the credit equivalent amount reported in column B that is during the life of the commitment. This includes seasonal

not included in columns C through E. commitments where the dollar amount of the commit-
ment increases during the customer’'s peak business

Lineitem 53 Unused commitments with an period. In addition, this risk-based capital treatment

original maturity exceeding one year. applies to long-term commitments that contain short-

term options which, for a fee, allow the customer to
increase the dollar amount of the commitment. Until the
short-term option has expired, the reporting bank holding
company must convert and risk weight the amount which
it is obligated to lend if the option is exercised. After the
expiration of a short-term option which has not been
exercised, the unused portion of the original amount of
the commitment is to be used in the credit conversion
process.

Report in column A the unused portion of commitments
to make or purchase extensions of credit in the form of
loans or participations in loans, leaBaancing receiv-
ables, or similar transactions as reflected in Sched-
ule HC-L, item 1, that have an original maturity exceed-
ing one year and are subject to the risk-based capital
guidelines. Under the risk-based capital guidelines, the
unused portion of commitments (facilities) with an origi-
nal maturity of one year or less or which are uncondition-
ally cancelable (without cause) at any time by the bank | column B, report 50 percent of the amount of unused
holding company, provided a separate credit decision is commitments reported in column A.

made before each drawing, have a zero percent conver-

sion factor. The unused portion of such commitments In column C—0% risk weight, include the credit equiva-
should be excluded from this itefiOriginal maturity” lent amount of unused commitments for extensions of
is defined as the length of time between the date acredit to counterparties who meet, or that have guaran-
commitment is issued and the date of maturity, or the tees or collateral that meets, the criteria for the zero
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percent risk weight category as described in the instruc- The credit equivalent amount of a bank holding compa-
tions for Risk-Weighted Assets and for Schedule HC-R, ny’s derivative contract is the sum of its current credit
items 34 through 42, above. exposure reported in Schedule HC-R, memorandum
item 1, plus the potential future exposure over the
remaining life of the derivative contract (regardless of its
current credit exposure, if any). The current credit expo-
sure of a derivative contract is (1) the fair value of the

In column D—20% risk weight, include the credit equiva-
lent amount of unused commitments for extensions of
credit to counterparties who meet, or that have guaran-

tees or coIIa'geraI that meets, the cr[teria for the _20 Per- contract when that fair value is positive and (2) zero
cent risk weight category as described in the instruc- \yhen the fair value of the contract is negative or zero.
tions for Risk-Weighted Assets and for Schedule HC-R, The potential future credit exposure of a contract, which
items 34 through 42, above. Include commitments Fhat is based on the type of contract and the contsact
have been conveyed to U.S. and other OECD depositoryremaining maturity, is determined by multiplying the
Institutions. notional principal amount of the contract by the appropri-

In column E—50% risk weight, include the credit equiva- ~ ate credit conversion factor from the chart presented
lent amount of unused commitments for extensions of P€low. The notional principal amounts of the reporting
credit to counterparties who meet, or that have guaran-Pank holding company’s derivatives that are subject to
tees or collateral that meets, the criteria for the 50 percenttN€ risk-based capital requirements are reported in Sched-
risk weight category as described in the instruc- Ul HC-R, Memorandum items 2(a) through 2(g)(2).

tions for Risk-Weighted Assets and for Schedule HC-R, Under the risk-based capital standards and for purposes
items 34 through 42, above. of Schedule HC-R, the existence of a legally enforceable
bilateral netting agreement between the reporting bank
holding company and a counterparty may be taken
into consideration when determining both the current
credit exposure and the potential future exposure of
derivative contracts. For further information on the
Line item 54 Derivative contracts. treatment of bilateral netting agreements covering deriva-
tive contracts, refer to the instructions for Sched-

derivative contracts covered by the risk-based capital ule .HC'R’ Memorandum item 1, and the risk-based
S S ) . capital standards.
guidelines. Under these guidelines, the maximum risk _ ) ) _ )
weight to be applied to the credit equivalent amount of In column C—0% risk weight, include the credit equiva-
any derivative contract is 50 percent. Include credit lent amount of derivative contracts. with counterparties
derivative contracts held for trading purposes and subjectWho meet, or that have guarantees or collateral that
to the market risk capital guidelines. However, exclude Meets, the criteria for the zero percent risk weight
all other credit derivative contracts, which, if covered by Category as described in the instructions for Risk-
the risk-based capital standards in accordance with Fed-Veighted Assets and for Schedule HC-R, items 34
eral Reserve supervisory guidance, should be reported ifhrough 42, above.
one of the preceding items in the Derivatives and Off- In column D—20% risk weight, include the credit equiva-

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

Report in column B the credit equivalent amount of

Balance Sheet Items section of Schedule HC-R. lent amount of derivative contracts with counterparties
Precious
Foreign metals
Interest exchange contracts Other
rate and gold Equity (except commodity
Remaining maturity contracts contracts contracts gold) contracts
Oneyearorless...........covvvvvivnnnn.. 0.0% 1.0% 6.0% 7.0% 10.0%
More than one year throudtve years ... 0.5% 5.0% 8.0% 7.0% 12.0%
More thanfiveyears...................... 1.5% 7.5% 10.0% 8.0% 15.0%
HC-R-30 FR Y-9C
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who meet, or that have guarantees or collateral thatequals the sum of its VAR-based capital charge, the
meets, the criteria for the 20 percent risk weight category specific risk add-on (if any), and the capital charge for
as described in the instructions for Risk-Weighted Assets de minimus exposures (if any). A bank holding compa-
and for Schedule HC-R, items 34 through 42, above. ny’s market risk equivalent assets equal its measure for
market risk multiplied by 12.5 (the reciprocal of the

In column E—50% risk weight, include the portion of the . : .
minimum 8.0 percent capital ratio).

credit equivalent amount reported in column B that is not

included in columns C and D. Bank holding companies subject to the market risk
capital guidelines must maintain an overall minimum
Totals 8.0 percent ratio of total qualifying capital (the sum of
o o Tier 1 capital (both allocated and excess), Tier 2 capital
Lineitem 55 Total assets, derivatives, and (both allocated and excess), and Tier 3 capital (allocated
off-balance sheet items by risk weight category. for market risk), net of all deductions) to risk-weighted
Report the sum of items 43 through 54 for each column assets and market risk equivalent assets. Bank holding
(columns C through F). companies should refer to the capital guidelines for
specific instructions on the calculation of the measure for
Lineitem 56 Risk weight factor. market risk.
category. deductions for excess allowance for loan and lease

For each of columns C through F, multiply the amount in losses and allocated transfer risk reserve.

item 55 by the risk weight factor specified for that Report the sum of item 57, columns C through F, and
column in item 56. item 58.

Lineitem 58  Market risk equivalent assets. Lineitem 60 LESS: Excess allowance for loan and
NOTE: Item 58 is applicable only to bank holding lease losses.
companies that are subject to the market risk capital

guidelines. Report the amount, if any, by which the bank holding

company’s allowance for loan and lease losses exceeds
Report the amount of the bank holding company’s mar- 1.25 percent of the bank holding compasgross risk-

ket risk equivalent assets. For further background infor- weighted assets. The amount to be reported in this item is
mation, bank holding companies should refer to the Schedule HC, item 4(c), less Schedule HI-B, part I,
discussion ofBank holding companies that are subject memorandum item 1, plus Schedule HC-G, item 3, less
to the market risk capital guidelinesih the Risk- Schedule HC-R, item 14.

Weighted Assets section of these instructions and the

capital guidelines for specific instructions on the calcula- Line item 61 LESS: Allocated transfer risk

tion of the measure for market risk. reserve.

The value-at-risk (VAR) of the a bank holding compa- Report the entire amount of any allocated transfer risk
ny’'s covered positions should be used to determinereserve the reporting bank holding company is required
thebank holding company’s measure for market risk. to establish and maintain as specified in Section 905(a) of
Covered positions include all positions in a bank holding the International Lending Supervision Act of 1983, in the

company’s trading account and foreign exchange andFederal Reserve’s regulation implementing the Act (Sub-
commodity positions, whether or not in the trading part D of Federal Reserve Regulation K), and in any

account. VAR is an estimate of the amount by which a guidelines, letters, or instructions issued by the Federal
bank holding company’s positions in a risk category Reserve. The entire amount of the ATRR equals the
could decline due to expected losses in the bank holdingATRR related to loans and leases held for investment
company’s portfolio due to market movements during a (which is reported in Schedule HI-B, part Il, memoran-

given period, measured with a spieil confidence level. dum item 1) plus the ATRR for assets other than loans
A bank holding company’s measure for market risk and leases held for investment.
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Lineitem 62 Total risk-weighted assets. item 52, column A, as ar‘other off-balance sheet
liability.” An example of such a contract occurs when the
reporting bank holding company writes a put option to a
second institution which has a loan to a third party. The
strike price would be the equivalent of the par value of
Memoranda the loan. If the credit quality of the loan deteriorates,
thereby reducing the value of the loan to the second
institution, the reporting bank holding company would be
required by the second institution to take the loan onto its
books.

Report the amount derived by subtracting items 60 and
61 from item 59.

Lineitem M1 Current credit exposure across all
derivative contracts covered by the risk-based
capital standards.

Report the total current credit exposure amount for all
interest rate, foreign exchange, commodity, and equity Current credit exposure (sometimes referred to as the
derivative contracts covered by the risk-based capital placement cost) is the fair value of a contract when that
standards after considering applicable legally enforceablefair value is positive. The current credit exposure is zero
bilateral netting agreements. Bank holding compa- when the fair value is negative or zero. Current credit
nies that are subject to the market risk capital guidelines exposure should be derived as follows: Determine whether
should exclude all covered positions subject to thesea legally enforceable bilateral netting agreement is in
guidelines, except for foreign exchange derivatives that place between the reporting bank holding company and a
are outside of the trading account and all over-the-countercounterparty. If such an agreement is in place, the fair
(OTC) derivatives. Foreign exchange derivatives that arevalues of all applicable derivative contracts with that
outside of the trading account and all OTC derivatives counterparty that are included in the netting agreement
continue to have a counterparty credit risk capital charge are netted to a single amount. Next, for all other contracts
and, therefore, a current credit exposure amount for thesecovered by the risk-based capital standards that have
derivatives should be reported in this item. positive fair values, the total of the positive fair values is
The following types of derivative contracts are not detérmined. Then, reportin this item the sum of (i) the
covered by the risk-based capital standards: net posmve fair values of appllcaple derlvatlvg contracts

_ _ _ ~ subject to legally enforceable bilateral netting agree-
(1) interest rate, foreign exchange, equity, commodity ments and (ii) the total positive fair values of all other

and other derivative contracts traded on exchangescontracts covered by the risk-based capital standards.

that require daily payment of variation margin, The current credit exposure reported in this item is a
(2) foreign exchange contracts with an original maturity component of the credit equivalent amount of derivative
of fourteen calendar days or less, and contracts that is to be reported in Schedule HC-R,

: . item 54, column B.
(3) all written option contracts except for those that are,

in substancefinancial guarantees. Consistent with the risk-based capital guidelines, if a bi-
lateral netting agreement covers off-balance sheet deriva-

Purchased options held by the reporting bank holdin
" by y poring "9 ive contracts that are normally not covered by the risk-

company that are traded on an exchange are covered b ) ;
the risk-based capital standards unless such options ar@@sed capital standards (e.g., foreign exchange contracts

subject to a daily variation margin. Variation margin is With an original maturity of 14 calendar days or less and
defined as the gain or loss on open positions, calculatedcontracts traded on exchanges that require daily payment
by marking to market at the end of each trading day. Such Of variation margin), the reporting bank holding company
gain or loss is credited or debited by the clearing house toMay elect to consistently either include or exclude the fair

each Clearing member’'s account, and by members tovalues of all such derivative contracts when determining
their customersaccounts. the net current credit exposure for that agreement.

If a written option contract acts asfimancial guarantee, The definition of a legally enforceable bilateral netting
then it will be treated as a direct credit substitute for agreement for purposes of this item is the same as that set
risk-based capital purposes and the notional amountforth in the risk-based capital rules. These rules require a
of the option should be included in Schedule HC-R, written bilateral netting contract that creates a single
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legal obligation covering all included individual con- “credit derivative contractsrefer to the instructions for
tracts and that does not contain a walkaway clause. TheSchedule HC-L, item 7.

bilateral netting agreement must be supported by a

written and reasoned legal opinion representing that anp_jne jtem M2(a) Interest rate contracts.

organization’s claim or obligation, in the event of a legal o . )

challenge, including one resulting from default, insol- Report the remaining maturities Of mteres_t rate contracts
vency, bankruptcy, or similar circumstances, would be that are subject to risk-based capital requirements.
found by the court and administrative authorities of all

relevant jurisdictions to be the net sum of all positive and Line item M2(b) Foreign exchange contracts.

negative fair values of contracts included in the bilateral

) Report the remaining maturities of foreign exchange
netting contract. P g g g

contracts that are subject to risk-based capital

Lineitem M2 Notional principal amounts of requirements.

derivative contracts.

. . . Lineitem M2(c) Gold contracts.
Report in the appropriate subitem and column the ©

notional amount or par value of all derivative contracts, Report the remaining maturities of gold contracts that are
including credit derivatives, that are subject to the risk- subject to risk-based capital requirements.

based capital requirements for derivatives. Such con-

tracts include swaps, forwards, and purchased options.Line item M2(d) Other precious metals contracts.
Report notional amounts and par values in the column
corresponding to the contract’s remaining term to matu-
rity from the report date. Remaining maturities are to be
reported as (1) one year or less in column A, (2) over one

year throughfive years in column B, or (3) ovdive
years in column C. Lineitem M2(e) Other commodity contracts.

Report the remaining maturities of other precious metals
contracts that are subject to risk-based capital require-
ments. Report all silver, platinum, and palladium contracts.

Do not report the notional amount for single currency Report the remaining maturities of other commodity
interest rate swaps in which payments are made basedontracts that are subject to risk-based capital require-
upon twofloating rate indices, so-calldtbating/floating ~ ments. For contracts with multiple exchanges of prin-
or basis swaps; foreign exchange contracts with ancipal, notional amount is determined by multiplying the
original maturity of 14 days or less; and futures contracts. contractual amount by the number of remaining pay-
ments (i.e., exchanges of principal) in the derivative

The notional amount or par value to be reported for an contract.

off-balance-sheet derivative contract with a multiplier

component is the contract’s effective notional amount or =~ | i .

par value. (For example, a swap contract with a stated Lin€ item M2(f)  Equity derivative contracts.

notional amount of $1,000,000 whose terms call for Report the remaining maturities of equity derivative

quarterly settlement of the difference between 5% and contracts that are subject to risk-based capital require-
LIBOR multiplied by 10 has an effective notional amount ments.

of $10,000,000.)

The notional amount to be reported for an amortizing Line [tem M2(g) Credit derivative contracts.
derivative contract is the contract’s current (or, if appro-
priate, effective) notional amount. This notional amount
should be reported in the column corresponding to the
contract’s remaining term tional maturity.

Report in the appropriate subitem the remaining maturi-
ties of credit derivative contracts that are subject to
risk-based capital requirements. The credit derivative
contracts included in this item should not be reported in
For descriptions of‘interest rate contracts,' foreign Schedule HC-R, item 54, but should be reported in
exchange contracts,;'commaodity and other contracts,  Schedule HC-R, item 52, if they have not been reported
and “equity derivative contracts,refer to the instruc-  in one of the items preceding item 52 in the Derivatives
tions for Schedule HC-L, item 11. For a description of and Off-Balance-Sheet Items section of this schedule.
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Line ltem M2(g)(1) Investment grade. Line item M3(c) Other noncumulative preferred

Report the remaining maturities of credit derivative stock ligible for inclusion in Tier 1 capital (e.g.

. . EIT preferred securities)(included in Schedule
contracts where the underlying reference asset is rate .
) X ; . C, item 22).
investment grade or, if not rated, is the equivalent of
investment grade under the bank holding company Report all other noncumulative preferred stock included

internal credit rating system. and reported in Schedule HC, item 2Minority interest
in consolidated subsidiaries and similar ite€inghat is
Line Item M2(g)(2) Subinvestment grade. eligible for inclusion in tier 1 capital. Include instruments

. " , . such as preferred securities issued by real estate invest-
Report the remaining maturities of credit derivative et trysts (REITs). REITs are special purpose entities
contracts where the underlying reference asset is rateGna; hold real estate related assets and issue preferred
below investment grade, i.e., subinvestment grade, or, 'fstock that pay dividends distributing most of the REIT

not rated, is the equivalent of below investment grade j,come to investors. Such income is taxed as income to
under the bank holding company’s internal credit rating e investors rather than the REIT.

system.

Lineitem M3(d) Other cumulative preferred stock
Lineitem M3 Preferred stock (including related eligible for inclusion in Tier 1 capital (excluding
surplus) eligible for inclusion in Tier 1 capital. trust preferred securities) (included in Schedule

Lineitem M3(a) Noncumulative perpetual HC, item 20 or 22).

preferred stock (included and reported in * Total Report all other cumulative preferred stock included and
equity capital,” on Schedule HC). reported in Schedule HC, item 20Qther liabilities’ or
item 22, Minority interest in consolidated subsidiaries
and similar item$, that is eligible for inclusion in Tier 1
capital. Include other cumulative preferred stock that is
eligible for inclusion in Tier 1 capital but is not included
in line item M3(b) aboveExclude instruments generally

Report all noncumulative perpetual preferred stock in-
cluded and reported inTotal equity capital, on Sched-
ule HC that is eligible for inclusion in Tier 1 capital.
Report all amounts net of any noncumulative perpetual

preferred stock incuded in treasury stock. AlSO report o as trust preferred securities that are issued by
noncumylaﬂve pefrp(_atual preferred stock net Off[he offset- consolidated special purpose entities and reported in
ting debit to the liability recorded by the reporting bank Schedule HC, item 19(b). Alsexclude notes payable to

holdlrlgtﬁotnj[ﬁanyln cognecfu%n V;;'th Its ESOP debt to tg? unconsolidated special purpose entities that issue trust
extent that the proceeds of the borrowings were used 0, oforreqd securities.

purchase the holding company’s or its consolidated sub-

sidiaries’perpetual preferred stock. Lineitem M4 Offsetting debit to the liability (i.e.,

the contra account) for Employee Stock Owner ship
Lineitem M3(b) Cumulative perpetual preferred Plan (ESOP) debt guaranteed by the reporting
stock (included and reported in “‘ Total equity bank holding company.

capital,” on Schedule HC). Report in this item the total dollar amount of the offset-
Report all cumulative perpetual preferred stock included ting debit to the liability (i.e., the equity contra account)
and reported in‘ Total equity capital, on Schedule HC  for an Employee Stock Ownership Plan (ESOP) debt
that is eligible for inclusion in Tier 1 capital. Report all implicitly or explicitly guaranteed by the reporting bank
amounts net of any cumulative perpetual preferred stockholding company. This amount should be reduced as
included in treasury stock. Also report cumulative per- the guaranteed debt is amortized. When an ESOP borrows
petual preferred stock net of the offsetting debit to the money and that debt is guaranteed by the employer bank
liability recorded by the reporting bank holding company holding company, the obligation of the ESOP is to be
in connection with its ESOP debt to the extent that the reported as a liability on the books of the employer (i.e.,
proceeds of the borrowings were used to purchase thethe reporting bank holding company). The offsetting

holding company’s or its consolidated subsidiarigs- debit to that liability is to be reported in this item. As no
petual preferred stock. real expansion of equity has occurred, this offsetting
HC-R-34 FR Y-9C
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debit is to be reported by the reporting bank holding risk capital guidelines”in the Risk-Weighted Assets
company as a reduction of shareholdeegjuity and, section of these instructions, the line item instructions for
for purposes of this report, included in Schedule HC, Schedule HC-R, item 58, and the capital guidelines for
item 27, Other equity capital componeritsas well as  specific instructions on the calculation of the measure of
being separately reported in this item. market risk.

Lineitem M5 Treasury stock (including offsetting o
debit to the liability for ESOP debt). Examples of determining the amount of

Report the amount of treasury stock in the form of cumulative preferred stock and trust

perpetual preferred stock in memorandum item 5(a) Preferred securities that qualify for
and in the form of common stock in memorandum inclusion in Tier 1 capital.

item 5(b). These amounts are also reported in Sched-
ule HC, item 27, Other equity capital componeritsThe
amounts reported in memorandum items 5(a) and 5(b)
should include the amount of the offsetting debit to the
liability recorded by the reporting bank holding company
in connection with its ESOP’s debt (and reported sepa-
rately in memorandum item 4 above). The offsetting
debit should be allocated based on what type of stock the
ESOP purchased with the proceeds of the borrowings.

The following examples are intended to assist respon-
dents in determining the amount of cumulative preferred
stock and trust preferred securifiethat qualify for
inclusion in Tier 1 capital. While the Federal Reserve’s
press release of October 21, 1996 stated that the amount
of these instruments that a bank holding company may
include in Tier 1 capital is limited td‘25 percent of
Tier 1, the guiding principle is set for in the Capital
Guidelines which states that such instruments are limited
For example, if the holding company’'s ESOP uses theto 25% of‘‘the sum of all core capital elements, includ-
proceeds of its borrowings to purchase the perpetualing cumulative perpetual preferred stdtleor purposes
preferred stock of the bank holding company or its of determining this limitation, core capital elements
consolidated subsidiaries, then the amount of the offset-include (1) common stockholdersquity, (2) qualifying

ting debit to the liability recorded for that debt should noncumulative perpetual preferred stock, (3) qualifying
be included in memorandum item 5(a). If, however, cumulative perpetual preferred stock, and (4) minority |
the holding company’s ESOP uses the proceeds of itsinterest. Each example uses the same assumptions, except
borrowings to purchase the common stock of the bank the cumulative preferred stock component of equity
holding company or its consolidated subsidiaries, then capital is different in each example, thereby producing
the amount of the offsetting debit to the liability recorded different reporting results in line items 5 and 6 of
for that debt should reported in memorandum Schedule HC-R. Thérst example illustrates when both

item 5(b). components (cumulative preferred stock and trust pre-
ferred securities) are within the required limits of Tier 1

Lineitem M6 Market risk equivalent assets capital. The second example illustrates when both com-

attributable to specific risk. ponents are in excess of the limits, and deductions and

exclusions are required. The third example illustrates
when a portion of one component exceeds the limit
and requires an exclusion from Tier 1 capital. These
examples represent a sample, and not all scenarios, that
Report the amount of the bank holding company’s mar- can occur in determining the qualifying amount of Tier 1
ket risk equivalent assets attributable to specific risk, capital.
included in Schedule HC-R, item 58 Market risk
equivalent assets.Specific risk refers to changes in the
market value of specific positions due to factors other 7. Throughout these examples, if the bank holding company does not
than broad market movements and includes event a_ﬂoconsolidate the special purpose entity issuing trust preferred securities,
default risk. For further background information, bank then the term trust preferred _securities refe_r; to the_ amount of notes
. . . ' payable to unconsolidated special purpose entities that issue trust preferred
holding companies should refer to the discussion of securities, net of the bank holding companies investment in the special
“Bank holding companies that are subject to the market purpose entity.

NOTE: Memorandum item 6 is applicable only to bank
holding companies that are subject to the market risk
capital guidelines.
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Example 1. Both components of cumulative preferred capital (1/3 of $78,000,000) $ 26,000,000
stock and trust preferred securities are within the qualify-

ing limit of Tier 1 capital. The qualifying amount of $26,000,000 is greater than the

sum of cumulative preferred stock ($5,000,000) and trust
Assumptions: preferred securities ($7,000,000). Therefore, the full
amount of cumulative preferred stock and trust preferred
securities is included in the Tier 1 capital calculation.

Line items 5, 6(a) and 6(b) of Schedule HC-R would be
reported as follows:

Assume a bank holding company has $100,000,000 in
total equity capital (reported in Schedule HC, item 28)
which includes cumulative preferred stock of $5,000,000,
and total net unrealized holding losses on available-

for-sale securities of $35,000,000 Included in the Item 5: LESS: Nonqua”fying perpetua| preferred

$35,000,000 net unrealized losses on available-for-sale stock -0-
securities are $55,000,000 in unrealized losses on
available-for-sale equity securities. Item 6(a): Qualifying minority interests in

consolidated subsidiaries $3,000,000

Also assume that minority interest of $3,000,000 is
reported on Schedule HC, item 22, and $7,000,000 of Item 6(b): Qualifying trust preferred
trust preferred securities is reported in Schedule HC, item securities $7,000,000

19(b). :
Example 2: Both components of cumulative preferred
Based on these assumptions, items 1 though 4 on Schedstock and trust preferred securities exceed the qualifying

ule HC-R would be reported as follows: limit of Tier 1 capital.

Item 1: Total equity capital $100,000,000  Assumptions:

ltem 2: LESS: Net unrealized gains
(losses) on available- for-sale In this example the assumptions are the same as ex-
securities 35,000,000 ample 1,except the amount of cumulative preferred

ltem 3: LESS: Net unrealized loss on stock that isincluded in total equity capital (reported in
available-for-sale equity Schedule HC, item 28) is $50,000,000. The amounts
securities (55,000,000) reported in items 14 of Schedule HC-R would be the

ltem 4: LESS: Accumulated net gains same as reported in example 1. However, the amounts
(losses) on casfiow hedges -0- reported in items 5 and 6(b) of Schedule HC-R will be

B itam A € 20 (00 ( different from example 1. The calculation of the amounts
Subtotal through Schedule HC-R, item 4 $ 80,000,000 reported in items 5, 6(2) and 6(b) of Schedule HC-R

Calculation to determine the amount of cumulative follows:
preferred stock and trust preferred securities that

qualify for inclusion in Tier 1 capital: Calculation to determine the amount of cumulative
. . preferred stock and trust preferred securities that

Amount of equity capital, after qualify for inclusion in Tier 1 capital:

adjustments (subtotal through ' _

Schedule HC-R, item 4, above) $ 80,000,000 Amount of equity capital, after
LESS: Amount of cumulative preferred adjustments (subtotal through

stock included in total equity capital (5,000,000)  Schedule HC-R, item 4, above) $ 80,000,000
ADE: M||r]10r|'|[y |r1ter(|-:‘st| : ___3,000,000 LESS: Amount of cumulative preferred
Subtotal for limit calculation $ 78,000,000 stock included in total equity capital  (50,000,000)
Amount of cumulative preferred stock

and underlying trust preferred securities ADD: Minority interest 3,000,000

that qualifies for inclusion in Tier 1
q Subtotal for qualifying limit $ 33,000,000

8. Because this amount represents a loss, it should be presented ir{A‘mount of cumulative preferred stock

parentheses on Schedule HC-R. Mathematically, however, as shown in this ~ and U_n_derlying tI'US_t prefer_red
example, it is added back to item 1. securities that qualify for Tier 1
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capital (1/3 of $33,000,000) $ 11,000,000 qualifies for inclusion in Tier 1 capital, but only a portion
of the trust preferred securities queds for inclusion in
Tier 1 capital. The calculation of the amounts reported in
items 5, 6(a) and 6(b) of Schedule HC-R follows:

The qualifying amount of cumulative preferred stock and
trust preferred securities is $11,000,000, which is less
than the sum of cumulative preferred stock ($50,000,000)
and trust preferred securities ($7,000,000). Only _ . .
$11,000,00 of the cumulative preferred stock is included Calculation to determine the amount of cu_rr_1u|at|ve
in Tier 1 capital. Therefore, $39,000,000 of cumulative prefe_:rred S.tOCk gnd_ trust prefer_red securities that
preferred stock must be deducted from Schedule HC-R inAualify for inclusion in Tier 1 capital:

item 5, and none of the trust preferred securities is ) ,

included in Tier 1 capital (Schedule HC-R, item 6(b)). Amount of equity capital, after

(However, the $39,000,000 of cumulative preferred stock ~ adjustments (subtotal through

and the $7,000,000 of trust preferred securities that do Schedule HC-R, item 4, above) $ 80,000,000
not qualify for inclusion in Tier 1 capital are eligible for )

inclusion for Tier 2 capital, subject to the overall limits of LESS: Amount of cumulative preferred

Tier 2 capital, and reported in Schedule HC-R, item 16).  Stock included in total equity capital  (20,000,000)
Line items 5, 6(a) and 6(b) of Schedule HC-R would be

ltem 5:  LESS: Nonqualifying perpetual Subtotal for qualifying limit $ 63,000,000
preferred stock ($50,000,000
minus $11,000,000) $39,000,000  Amount of cumulative preferred stock
ltem 6(a): Qualifying minority interests and underlying trust preferred
in consolidated subsidiaries  $ 3,000,600 securities that qualify for Tier 1
capital (1/3 of $63,000,000) $ 21,000,060

Item 6(b): Qualifying trust preferred

securities ‘0- The qualifying amount of cumulative preferred stock

Examp|e 3 A portion of one component (trust preferred and trust preferred securities is $21,000,000, whichis less

securities) exceeds the qualifying limit of Tier 1 capital. than the sum of cumulative preferred stock ($20,000,000)
and trust preferred securities ($7,000,000). Therefore, all

of the $20,000,000 of cumulative preferred securities can
In this example the assumptions are the same as examplee included in Tier 1 capitddut only $1,000,000 of trust

1 and 2,except the amount of cumulative preferred preferred securities that are reported in Schedule HC,
stock that isincluded in total equity capital (reported in item 19(b)) qualify for inclusion in Tier 1 capital.
Schedule HC, item 28) is $20,000,000. The amounts  (However, the remaining $6,000,000 of trust preferred
reported in items 14 of Schedule HC-R would be the securities that do not qualify for inclusion in Tier 1
same as reported in examples 1 and 2. However, thecapital is eligible for inclusion for Tier 2 capital, subject
amounts reported in items 5 and 6(b) of Schedule HC-R to the overall limits of Tier 2 capital and reported in
will be different from the prior examples. This example Schedule HC-R, item 16). Line items 5, 6(a) and 6(b) of
illustrates when all of the cumulative preferred stock Schedule HC-R would be reported as follows:

Assumptions:

9. Stated differently, the aggregate amount of qualifying cumulative
preferred stock and trust preferred securities cannot exceed 25% of the sum
of all core capital elements, includingualifying cumulative preferred
stock. The calculation is:

Cumulative preferred & trust preferred stock limit =

.25($30,000,000 + $11,000,000 + 3,000,000)

Cumulative preferred & trust preferred stock limit = $11,000,000

11. Stated differently, the aggregate amount of qualifying cumulative
preferred stock and trust preferred securities cannot exceed 25% of the sum
of all core capital elements, includingualifying cumulative preferred
stock. The calculation is:
Cumulative preferred & trust preferred stock limit =

.25 ($60,000,000 + $21,000,000 + 3,000,000)

10. Excludes the trust preferred securities reported in Schedule HC, Cumulative preferred & trust preferred stock limit = $21,000,000
item 19(b).

FR Y-9C HC-R-37
Schedule HC-R March 2008



Schedule HC-R

ltem 5: LESS: Nonqualifying perpetual
preferred stock -0-

Item 6(a): Qualifying minority interests in
consolidated subsidiaries and

similar items $ 3,000,000
Item 6(b): Qualifying trust preferred
securities $ 1,000,000
HC-R-38 FR Y-9C

Schedule HC-R March 2008



LINE ITEM INSTRUCTIONS FOR

Servicing, Securitization,

and Asset Sale Activities
Schedule HC-S

General Instructions Column E, Other Consumer Loans. Other consumer
loans are loans to individuals for household, family,
and other personal expenditures as defined for Sched-
ule HC-C, items 6(b) and 6(c), excluding auto loans as
described in Column D of this schedule.

Schedule HC-S should be completed on a fully con-
solidated basis. Schedule HC-S includes information on
1-4 family residential mortgages and oth&nancial
assets serviced for others (in Memorandum items 2(a),
2(b), and 2(c)). Schedule HC-S also includes information Column F, Commercial and Industrial Loans: Com-

on assets that have been securitized or sold and are nomercial and industrial loans are loans for commercial and
reportable on the balance sheet (Schedule HC), excepindustrial purposes to sole proprietorships, partnerships,
for credit-enhancing interest-only strips (which are corporations, and other business enterprises, whether
reported in item 2(a) of this schedule), subordinated secured (other than by real estate) or unsecured, single-
securities and other enhancements (which are reported irPayment or installment, as defined for Schedule HC-C,
items 2(b), 2(c), and 9 and Memorandum items 3(a)(1) item 4.

and (2)), and seller’s interests (which are reported in c5\umn G. All Other Loans. All L eases. and All Other

items 6(a) and 6(b)). Assets:  All other loans are loans that cannot properly
_ be reported in Columns A through F of this schedule as
Column Instructions defined for Schedule HC-C, items 1(a), 1(b), 1(d), 1(e), 2,

. . . ] 3, and 7 through 9. All leases are all lea$eancing
Column A, 1-4 Family Residential Loans:  1-4 fam- receivables as defined for Shedule HC-C, item 10. All

lly reS|dent|_aI 'Oar?s are permanent closed_-end .loansother assets are all assets other than loans and leases, e.g.,
secured byfirst or junior liens on 1lte—4 family resi- securities

dential properties as dekd for Schedule HC-C,

items 1(c)(2)(a) and 1(c)(2)(b). For purposes of items 1 through 10 of Schedule HC-S on
bank securitization activities and other securitization

facilities, information about each separate securitization

. . X ; : should be included in only one of the seven columns of

family res_ldentlal properties as deéd for Sched- this schedule. The appropriate column for a particular

ule HC-C, item 1(c)(1). securitization should be based on the predominant type of
Column C, Credit Card Receivables; Credit card loan included in the securitization and this column should

receivables are extensions of credit to individuals for be used consistently over time. For example, a securitiza-
household, family, and other personal expenditures aris-tion may include auto loans to individuals and to business
ing from credit cards as defined for Schedule HC-C, enterprises. If these auto loans are predominantly loans to

Column B, Home Equity Lines. Home equity lines
are revolving, open-end lines of credit secured bid4

item 6(a). individuals, all of the requested information about this
securitization should be included in Column D, Auto
Column D, Auto Loans: Auto loans are loans to ans

individuals for the purpose of purchasing private passen-

ger vehicles, including minivans, vans, sport-utility e

vehicles, pickup trucks, and similar light trucks for Definitions

personal use, and are a subset “@ther consumer For purposes of this schedule, the followindid&ions
loans, as defined for Schedule HC-C, item 6(c). of terms are applicable.
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Recourse or other seller-provided credit enhancement ties, e.g., by smoothing timing differences in the receipt
means an arrangement in which the reporting institution of interest and principal payments on the underlying
retains, in form or in substance, any risk of credit loss securitized assets, or to ensure investors of payments in
directly or indirectly associated with a transferred (sold) the event of market disruptions. Advances under such a
asset that exceeds its pro rata claim on the asset. Iffacility are typically reimbursed from subsequent collec-
also includes a representation or warranty extended bytions by the securitization structure and are not sub-
the reporting institution when it transfers an asset, or ordinated to other claims on the caflows from the
assumed by the institution when it services a transferredunderlying assets and, therefore, should generally not be
asset, that obligates the institution to absorb credit lossesconstrued to be a form of credit enhancement. However,
on the transferred asset. Such an arrangement typicallyif the advances under such a facility are subordinated to
exists when the institution transfers assets and agrees t@ther claims on the casfiows, the facility should be
protect purchasers or some other party, e.g., investors intreated as a credit enhancement for purposes of this
securitized assets, from losses due to default by orschedule.

nonperformance of the obligor on the transferred assetsSe”er,S interest means the reporting institution’s owner-
or some other party. The reporting institution provides P 9

this protection by retaining: ;hip interest .in loans that have been securitized, exceptan
' interest that is a form of recourse or other seller-provided
(1) an interest in the transferred assets, e.g., credit-credit enhancement. Seller’s interests should be reported
enhancing interest-only strips,spread” accounts, on Schedule HC—Balance Sheet—as securities or as
subordinated interests or securities, collateral investedloans depending on the form in which the interest is held.
amounts, and cash collateral accounts, that absorbdHowever, seller's interests differ from the securities
losses, or issued to investors by the securitization structure. The
principal amount of a seller’s interest is generally equal
to the total principal amount of the pool of assets
in the event of a default of principal or interest on the included in the securitization structure less the principal
transferred assets or any other deficiency in the perfor-amount of those assets attributable to investors, i.e., in
mance of the underlying obligor or some other party. the form of securities issued to investors.

(2) an obligation to repurchase the transferred assets

Credit-enhancing interest-only strip, as déined in the : :
regulatory capital standards, means an on-balance sheelrIne Item Instructions
asset that, in form or in substance: (i) represents theSecuritization Activities
contractual right to receive some or all of the interest due | . . o
on transferred assets; and (ii) exposes the bank holdingl‘Ine ltem 1 Outstar_u_jmg prlnupal_b_alance Qf
company to credit risk directly or indirectly associated assets sold and securitized with Servicing retal_ned
with the transferred assets that exceeds a pro rata share o with recourse or other seller-provided credit
the bank holding company’s claim on the assets, Whetherenhancements.
through subordination provisions or other credit enhance- Report in the appropriate column the principal balance
ment techniques. Credit-enhancing interest-only strips outstanding as of the report date of loans and leases
include other similar‘spread”assets and can be either which the reporting institution has sold and securitized
retained or purchased. while:

Subordinated interests and subordinated securities (1) retaining the right to service these assets or
retained by the institution when it securitizes assets
expose the institution to more than its pro rata share of
loss and thus are considered a form of credit enhance-
ment to the securitization structure.

(2) when servicing has not been retained, retaining
recourse or providing other seller-provided credit
enhancements to the securitization structure. Include
in column C the amount outstanding of any credit

Liquidity facility means any arrangement, including ser- card fees anfinance charges that the reporting bank

vicer cash advances, in which the reporting institution is holding company has securitized and sold in connec-

obligated to provide funding to a securitization structure tion with its securitization and sale of credit card
to ensure investors of timely payments on issued securi-  receivable balances.

HC-S-2 FR Y-9C
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Exclude the principal balance of loans underlying séker  incurred under such provisions. Furthermore, do not
interests owned by the reporting institution; report the reduce the remaining maximum contractual exposure by
amount of seller's interests in Schedule HC-S, item 6. the amount of any associated recourse liability account.
Also exclude small business obligations transferred with Report exposure amounts gross rather than net of any tax
recourse under Section 208 of the Riegle Community effects, e.g., any associated deferred tax liability.
Development and Regulatory Improvement Act of 1994,
which are to be reported in Schedule HC-S, memoran-
dum item 1, below.

Do not include unused portions of commitments that
function as liquidity facilities (report such unused com-
mitments in Schedule HC-S, item 3).
Do not report in this item the outstanding balance e#i1
family residential mortgages sold to the Federal National Line Item 2(a) Credit enhancing interest-only
Mortgage Association (Fannie Mae) or the Federal Home strips.
o e Report n the appropriste column the carrying vale of
1-4 family residential mortgages sold to Fannie Mae or c.redly—enhancmg interest-only strips included as securi-
Freddie Mac with recourse or other seller-provided credit ties in Schedules HC_B’ as gther assets n _Sched—
enhancements in Schedule HC-S, item 11, column A andUIe HC-F, or as_trad_lng assets In Schedlule HC, item 5
report the maximum credit expésure ari,sing from 'the that the reporting institution _has retamgt_j as credit
. L enhancements in connection with the securitization struc-
enhancements in item 12, column A. If servicing has

been retained on the 14 family residential mortgages, tures reported in Schedule HC-S, item 1, above.
report the outstanding principal balan_ce of the mortgages| ine |tem 2(b) Subordinated securities and other
in Schedule HC-S, Memorandum item 2(a) or 2(b) ; ;
; S >/ residual interests.
depending on whether the servicing is performed with _ _ _
or without recourse or other servicer-provided credit Report in the appropriate column the carrying value of
enhancements. If the reporting institution has both retainedS_UbOFdlnated securities and other residual Interests car-
the servicing and provided credit enhancements, reportfied as on-balance sheet assets that the reporting bank

the principal balance of the 14 family residential mort- holding company has retained in connection with the
gages in Schedule HC-S, item 11, column A, and in Securitization structures reported in Schedule HC-S,

Memorandum item 2(a). item 1. Exclude retained credit-enhancing interest-only

Exclude securitizations that have been accounted for as st(gg)s, which are to be reported in Schedule HC-S item
secured borrowings because the transactions do not mee% '

the criteria for sale accounting under generally accepted| jne |tem 2(c) Standby letters of credit and other
accounting principles. The securitized loans and leaseSgnnancements.

should continue to be carried as assets on the reporting

institution’s balance sheet. Report in the appropriate column the unused portion of
standby letters of credit and the maximum contractual
Line ltem 2 Maximum amount of credit exposure amount of recourse or other credit exposure not in the
arising from recourse or other seller-provided credit form of an on-balance sheet asset that the reporting bank
enhancements provided to structures reported in holding company has provided or retained in connection
item 1. with the securitization structures reported in Schedule

Report in the appropriate subitem the maximum contrac- HC-S, item 1.

tual credit exposure remaining as of the report date under, . S

. Lineltem 3 Reporting institution’s unused
recourse arrangements and other seller-provided credit ; AR

. o commitments to provide liquidity to structures

enhancements provided by the reporting institution to reorted in item 1
securitization structures reported in Schedule HC-S, & '
item 1, above. Do not report as the remaining maximum Report in the appropriate column the unused portions of
contractual exposure a reasonable estimate of the prob€ommitments provided by the reporting institution to
able loss under the recourse arrangements or credithesecuritization structures reported in Schedule HC-S,
enhancement provisions or the fair value of any liability item 1, above that function as liquidity facilities.
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Lineltem 4 Past due loan amounts included in capitalized into the credit card receivable balances that
item 1. have been securitized or sold.

Report in the appropriate subitem the outstanding princi-
pal balance of loans and leases reported in Sched-
ule HC-S, item 1, above that are 30 days or more past dueReport in the appropriate column the amount of recover-
as of the report date. For purposes of determining whetheries of previously charged-off loans and leases in the
a loan or lease reported in item 1 above is past due, thesecuritization structures reported in Schedule HC-S,
reporting criteria to be used are the same as those foritem 1, above during the calendar year-to-date.
columns A and B of Schedule HC-N.

Line Item 5(b) Recoveries.

Include in column C recoveries of previously charged-off

. or reversed credit card fees afidance charges that had
Line ltem 4(2) 30-89 days past due. been capitalized into the credit card receivable balances
Report in the appropriate column the outstanding princi- that had been securitized and sold.

pal balance of loans and leases reported in Sched-

ule HC-S, item 1, above that are 30 to 89 days past due ad_ine Item 6 Amount of ownership (or seller’s)

of the report date. interests carried as securities or loans.

Report in the appropriate subitem the carrying value of
the reporting institution’s ownership (or seller’s) interests
Report in the appropriate column the outstanding princi- associated with the securitization structures reported in
pal balance of loans and leases reported in Sched-Schedule HC-S, item 1, above.

ule HC-S, item 1, above that are 90 days or more past due

as of the report date. Line Item 6(a) Securities (included in HC-B).

Report in the appropriate column the carrying value of
seller's interests in the form of a security that are
included as available-for-sale or held-to-maturity securi-
ties in Schedule HC-B—Securitieser as trading secu-
rities in Schedule HC, item 5;Trading assets. A
Report in the appropriate subitem the amount of charge-seller’s interest is in the form of a security only if the
offs and recoveries during the calendar year to date onseller’s interest meets the definition of a security in FASB
loans and leases that have been sold and securitized in th&tatement No. 115/Accounting for Certain Investments
securitization structures reported in Schedule HC-S, in Debt and Equity Securitiés.

item 1. If a securitization is no longer outstanding as of

the report date, i.e., no amount is reported for the Lineltem 6(b) Loans (included in HC-C).
securitization in Schedule HC-S, item 1, do not report R it in th ropriat lumn th rrving val f
any year-to-date charge-offs and recoveries for the secu- epo € appropriate colu € cartying value o

22 . seller's interests not in the form of a security. Such
ritization in Schedule HC-S, items 5(a) and 5(b}. seller’s interests are to be reported as loans and included

in Schedule HC-C-+oans and Lease Financing
Receivables.

Line Item 4(b) 90 days or more past due.

Lineltem 5 Charge-offs and recoveries on assets
sold and securitized with servicing retained or with
recourse or other seller-provided credit
enhancements (calendar year-to-date).

Line Item 5(a) Charge-offs.

Report in the appropriate column the amount of loans and
leases that have been sold and securitized by the reportLine Item 7 Past due loan amounts included in
ing institution in the securitization structures reported in interests reported in item 6(a).

Schedule HC-S, item 1, above that have been charged off

or otherwise designated as losses by the trustees of theReport in the appropriate subitem the outstanding princi-

securitizations, or other designated parties, during theIoal balance of loans underlying the reporting institu‘tizon
calendar year-’to-date ! seller’s interests reported in Schedule HC-S, item 6(a),

above that are 30 days or more past due as of the report
Include in column C charge-offs or reversals of uncollect- date. For purposes of determining whether a loan under-
ible credit card fees anfinance charges that had been lying the seller’s interests reported in item 6(a) is past

HC-S-4 FR Y-9C
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due, the reporting criteria to be used are the same as thos§or Securitization Facilities Sponsored
for columns A and B of Schedule HC-N. By or Otherwise Established By Other
Institutions

Lineltem 7(a) 30-89 days past due. . _ _

] ) ) .. Lineltem 9 Maximum amount of credit exposure
Report in the appropriate column the outstanding princi- arising from credit enhancements provided by the
pal balance of loans underlying the seller's interestsreporting institution to other ingtitutions
reported in Schedule HC-S, item 6(a), above that are g ritization structures in the form of standby
30-89 days past due as of the report date. letters of credit, purchased subordinated securities,

and other enhancements.

Line Item 7(b) 90 days or more past due. ) ) )
Report in the appropriate column the maximum contrac-

Report in the appropriate column the outstanding princi- tual credit exposure remaining as of the report date under
pal balance of loans underlying the seller's interests credit enhancements provided by the reporting institution
reported in Schedule HC-S, item 6(a), above that are 90to securitization structures sponsored by or otherwise

or more days past due as of the report date. established by other institutions or entities, i.e., securiti-

zations not reported in Schedule HC-S, item 1, above.
Lineltem 8 Charge-offs and recoveries on loan Report the unused portion of standby letters of credit, the
amounts included in interests reported in item 6(a) carrying value of purchased subordinated securities and
(calendar year-to-date). purchased credit-enhancing interest-only strips, and the

maximum contractual amount of credit exposure arising
from other on- and off-balance sheet credit enhancements
that provide credit support to these securitization struc-
tures. Do not report as the remaining maximum contrac-
tual exposure a reasonable estimate of the probable loss
under credit enhancement provisions or the fair value of
any liability incurred under such provisions. Further-
Report in the appropriate column the amount of loans more, do not reduce the remaining maximum contractual
that had been underlying the seller’s interests reported inexposure by the amount of any associated recourse
Schedule HC-S, item 6(a), above that have been chargediability account. Report exposure amounts gross rather
off or otherwise designated as losses by the trustees of théhan net of any tax effects, e.g., any associated deferred
securitizations, or other designated parties, during thetax liability.

calendar year-to-date.

Report in the appropriate subitem the amount of charge-
offs and recoveries during the calendar year to date on
loans that had been underlying the seller's interests
reported in Schedule HC-S, item 6(a), above.

Line Item 8(a) Charge-offs.

Exclude the amount of credit exposure arising from

Include in column C the amount of credit card fees and loans and leases that the reporting institution has sold
finance charges written off as uncollectible that were with recourse or other seller-provided credit enhance-
attributable to the credit card receivables included in ments to other institutions or entities, which then securi-

ownership interests reported as securities in item 6(a),tized the loans and leases purchased from the reporting

column C. institution (report this exposure in Schedule HC-S,
item 12, below). Also exclude the amount of credit
Line Item 8(b) Recoveries. exposure arising from credit enhancements provided to

asset-backed commercial paper conduits (report this

Report in the appropriate column the amount of recover- exposure in Schedule HC-S, Memorandum item 3(a)).
ies of previously charged-off loans that had been under-

lying the seller’s interests reported in Schedule HC-S, Line Item 10 Reporting institution’s unused
item 6(a), above during the calendar year-to-date. commitments to provide liquidity to other

Include in column C recoveries of previously charged-off Institutions securitization structures.

or reversed credit card fees afidance charges that had Report in the appropriate column the unused portions of
been capitalized into the credit card receivable balancescommitments provided by the reporting bank that func-
that had been securitized and sold. tion as liquidity facilities to securitization structures
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sponsored by or otherwise established by other institu- remaining maximum contractual exposure a reasonable
tions or entities, i.e., securitizations not reported in estimate of the probable loss under the recourse arrange-
Schedule HC-S, item 1, above. Exclude the amount of ments or credit enhancement provisions or the fair value
unused commitments to provide liquidity to asset-backed of any liability incurred under such provisions. Further-
commercial paper conduits (report this amount in Sched- more, do not reduce the remaining maximum contractual

ule HC-S, Memorandum item 3(b)). exposure by the amount of any associated recourse
liability account. Report exposure amounts gross rather

Asset Sales than net of any tax effects, e.g., any associated deferred
tax liability.

Line ltem 11 Assets sold with recourse or other
seller-provided credit enhancements and not
securitized. Memoranda
| Lineltem M1 Small business obligations
ransferred with recourse under Section 208 of the
iegle Community Development and Regulatory

Improvement Act of 1994.

Report in the appropriate column the unpaid principa
balance as of the report date of loans and leases, whic
the reporting institution has sold with recourse or other
seller-provided credit enhancements, but which were not
securitized by the reporting institution. Include loans Report in the appropriate subitem the outstanding princi-
and leases that the reporting institution has sold with pal balance of and recourse exposure on small business
recourse or other seller-provided credit enhancements tooans and leases on personal property (small business
other institutions or entities, whether or not the purchaser obligations) which the reporting institution has trans-
has securitized the loans and leases purchased from théerred with recourse during the time the institution was a
reporting institution. Include 1-4 family residential “qualifying institution” and did not exceed the retained
mortgages that the reporting institution has sold to the recourse limit set forth in banking agency regulations
Federal National Mortgage Association (Fannie Mae) or implementing Section 208. Transfers of small business
the Federal Home Loan Mortgage Corporation (Freddie obligations with recourse that were consummated during
Mac) with recourse or other seller-provided credit such a time should be reported as sales for FR Y-9C
enhancements. reporting purposes if the transactions are treated as sales
h under generally accepted accounting principles (GAAP)
and the institution establishes a recourse liability account
that is sufficient under GAAP.

Exclude small business obligations transferred wit
recourse under Section 208 of the Riegle Community
Development and Regulatory Improvement Act of 1994,
Whlch are to be reported in Schedule HC-S, Memoran- Line Item M1(a) Outstanding principal balance.
dum item 1, below.

Report the principal balance outstanding as of the report

Lineltem 12 Maximum amount of credit exposure date for small business obligations which the reporting
arising from recourse or other seller-provided credit institution has transferred with recourse while it was a
enhancements provided to assets reported in “qualifying institution” and did not exceed the retained
item 11. recourse limit.

Report in the appropriate column the maximum contrac-
tual credit exposure remaining as of the report date under
recourse arrangements or other seller-provided credit
enhancements provided by the reporting institution in Report the maximum contractual amount of recourse the
connection with its sales of the loans and leases reportedreporting institution has retained on the small business
in Schedule HC-S, item 11, above. Report the unusedobligations whose outstanding principal balance was
portion of standby letters of credit, the carrying value of reported in Schedule HC-S, Memorandum item 1(a),

retained interests, and the maximum contractual amountabove, not a reasonable estimate of the probable loss
of recourse or other credit exposure arising from other under the recourse provision and not the fair value of the
on- and off-balance sheet credit enhancements that thdiability incurred under this provision. Furthermore, the

reporting institution has provided. Do not report as the remaining maximum contractual exposure should not be

Line ltem M1(b) Amount of retained recourse on
these obligations as of the report date.

HC-S-6 FR Y-9C
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reduced by the amount of any associated recourse lia
bility account. The amount of recourse exposure to be
reported should not include interest payments the report-
ing institution has advanced on delinquent obligations.
For small business obligations transferred with full
(unlimited) recourse, the amount of recourse exposure to
be reported is the outstanding principa balance of the
obligations as of the report date. For small business
obligations transferred with limited recourse, the amount
of recourse exposure to be reported is the maximum
amount of principal the transferring institution would be
obligated to pay the holder of the obligationsin the event
the entire outstanding principal balance of the obligations
transferred becomes uncollectible.

Line ltem M2 Outstanding principal balance of
assets serviced for others.

Report in the appropriate subitem the outstanding princi-
pal balance of loans and other financial assets the report-
ing ingtitution services for others, regardless of whether
the servicing involves whole loans and other financial
assets or only portions thereof, as is typically the case
with loan participations. Include (1) the principal balance
of loans and other financial assets owned by others for
which the reporting institution has purchased the servic-
ing (i.e, purchased servicing) and (2) the principal
balance of loans and other financial assets that the
reporting institution has either originated or purchased
and subsequently sold, whether or not securitized, but for
which it has retained the servicing duties and responsi-
bilities (i.e., retained servicing). If the reporting institu-
tion services a portion of a loan or other financial asset
for one or more other parties and owns the remaining
portion of the loan or other financial asset, report only the
principal balance of the portion of the asset serviced for
others.

Lineltem M2(a) Closed-end 1-4 family residential
mortgages serviced with recourse or other
servicer-provided credit enhancements.

Report the outstanding principal balance of closed-end
1-to-4 family residentia mortgage loans (as defined for
Schedule HC-C, item 1(c)(2)) that the reporting institu-
tion services for others under servicing arrangements in
which the reporting institution also provides recourse
or other servicer-provided credit enhancements. Include
closed-end 1-to—4 family residential mortgages serviced
under regular option contracts (i.e., with recourse) with

FR Y-9C
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the Federal National Mortgage Association, serviced
with recourse for the Federa Home Loan Mortgage
Corporation, and serviced with recourse under other
servicing contracts.

Line Iltem M2(b) Closed-end 1-4 family residential
mortgages serviced with no recourse or other
servicer-provided credit enhancements.

Report the outstanding principal balance of closed-end
1-to-4 family residential mortgage loans (as defined for
Shedule HC-C, item 1(c)(2)) that the reporting institution
servicesfor others under servicing arrangementsin which
the reporting institution does not provide recourse or
other servicer-provided credit enhancements.

Line ltem M2(c) Other financial assets.

Memorandum item 2(c) isto be completed if the principal
balance of loans and other financial assets serviced for
others is more than $10 million. Report the outstanding
principal balance of loans and other financial assets,
other than closed-end 1-to-4 family residential mortgage
loans, that the reporting institution services for others.
These serviced financial assets may include, but are not
limited to, home equity lines, credit cards, automaobile
loans, and loans guaranteed by the Small Business
Administration.

Line Iltem M2(d) 1-4 family residential mortgages
serviced for othersthat arein process of foreclosure
at quarter-end.

Report the total unpaid principal balance of loans secured
by 1-4 family residential properties (as defined for Sched-
ule HC-C, item 1(c)) serviced for others for which formal
foreclosure proceedings to seize the real estate collateral
have started and are ongoing as of quarter-end, regardless
of the date the foreclosure procedure was initiated. Loans
should be classified as in process of foreclosure accord-
ing to the investor's or local requirements. Include loans
where the servicing has been suspended in accordance
with any of the investor’s foreclosure requirements. If a
loan is aready in process of foreclosure and the mort-
gagor files a bankruptcy petition, the loan should con-
tinue to be reported as in process of foreclosure until the
bankruptcy is resolved. Exclude loans where the foreclo-
sure process has been completed to the extent that (a) the
investor has acquired title to the real estate, an entitling
certificate, title subject to redemption, or title awaiting
transfer to the Federal Housing Administration or the
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Veterans Administration or (b) the bank reports the real
estate as “Other rea estate owned” in Schedule HC,
item 7.

This item should include both closed-end and open-end
1-4 family residential mortgage loans that are in process
of foreclosure. The closed-end 1-4 family residentia
mortgage loans serviced for others that are in process of
foreclosure and reported in this item will have also been
included in Schedule HC-S, Memorandum items 2(a) and
2(b). The open-end 1-4 family residential mortgage loans
serviced for others that are in process of foreclosure and
reported in this item will also have been included in
Schedule HC-S, Memorandum item 2(c), if the principal
balance of such open-end mortgages and other financial
assets serviced for others is more than $10 million.

Line ltem M3 Asset-backed commercial paper
conduits:

Report the requested information on credit enhancements
and liquidity facilities provided to asset-backed commer-
cia paper conduits in memorandum items 3(a) and 3(b),
respectively, regardless of whether the reporting bank
holding company must consolidate the conduit for report-
ing purposesin accordance with FASB Interpretation No.
46 (Revised).

Line ltem M3(a) Maximum amount of credit
exposure arising from credit enhancements
provided to conduit structures in the form of
standby letters of credit, subordinated securities,
and other enhancements.

Report in the appropriate subitem the maximum contrac-
tual credit exposure remaining as of the report date under
standby letters of credit, subordinated securities, and
other credit enhancements provided by the reporting
institution to asset-backed commercial paper conduit
structures. Do not report in these subitems a reasonable
estimate of the probable loss under the credit enhance-
ment provisions or the fair value of any liability incurred
under such provisions.

LineltemM3(a)(1) Conduitssponsored by thebank,
a bank affiliate, or the bank holding company.

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

Line Item M3(a)(2) Conduits sponsored by other
unrelated institutions.

Report the unused portion of standby letters of credit, the
carrying value of subordinated securities, and the maxi-
mum contractual amount of credit exposure arising from
other credit enhancements that the reporting institution
has provided to asset-backed commercial paper conduit
structures other than those sponsored by the reporting
ingtitution’s bank(s), an affiliate of the bank or bank hold-
ing company, or the reporting bank holding company.

Line Item M3(b) Unused commitments to provide
liquidity to conduit structures.

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

Line Item M3(b)(1) Conduits sponsored by the
bank, a bank affiliate, or the bank holding company.

Report the unused portions of commitments provided by
the reporting institution that function asliquidity facilities
to asset-backed commercial paper conduit structures
sponsored by the reporting institution’s bank(s), an affili-
ate of the bank or bank holding company, or the reporting
bank holding company.

Line Item M3(b)(2) Conduits sponsored by other
unrelated institutions.

Report the unused portions of commitments provided by
the reporting institution that function as liquidity facili-
ties to asset-backed commercia paper conduit structures
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other than those sponsored by the reporting institution’s
bank(s), an effiliate of the bank or bank holding company,
or the reporting bank holding company.

Line ltem M4 Outstanding credit card fees and
finance charges.

Thisitemisto be completed by (1) bank holding compa-
nies that, together with affiliated institutions, have out-
standing credit card receivables that exceed $500 million
as of the report date or (2) bank holding companies that
on a consolidated basis are credit card specialty holding
companies.

Outstanding credit card receivables are the sum of:
(a) Schedule HC-C, item 6(a), column A;
(b) Schedule HC-S item 1, column C; and
(c) Schedule HC-S item 6(a), column C.
Credit card specialty bank holding companies are defined

FR Y-9C
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as those bank holding companies that on a consolidated
basis exceed 50 percent for the following two criteria:

(a) the sum of credit card loans (Schedule HC-C,
item 6(a), column A) plus securitized and sold
credit card receivables (Schedule HC-S, item 1,
column C) divided by the sum of total loans
(Schedule HC-C, item 12, column A) plus securi-
tized and sold credit card receivables (Schedule
HC-S, item 1, column C); and

(b) the sum of total loans (Schedule HC-C, item 12,
column A) plus securitized and sold credit card
receivables (Schedule HC-S item 1, column C)
divided by the sum of total assets (Schedule HC,
item 12) plus securitized and sold credit card
receivables (Schedule HC-S item 1, column C).

Report the amount outstanding of credit card fees and
finance charges that the bank holding company has
securitized and sold in connection with its securitization
and sale of the credit card receivables reported in Sched-
ule HC-S, item 1, column C.
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LINE ITEM INSTRUCTIONS FOR

Notes to the Balance Sheet
Predecessor Financial ltems

General Instructions

This one-time reporting schedule is event-driven. An
event for reporting the average balance sheet items below
is defined as a business combination that occurred during
the quarter (that is, the BHC consummated a merger or
acquisition within the quarter). Complete this schedule
only if the combined assets of the acquired entity(ies) are
at least equal to $10 billion or 5 percent of the reporting
bank holding company’s total consolidated assets at the
previous quarter-end, whichever is less.

Report in accordance with these instructions the selected
quarterly average information for any acquired compa-
ny(ies), the predecessor, as described above. For the
items on this schedule, report the average of the balances
as of the close of business for each day for the calendar
guarter up to the date of acquisition or an average of the
balances as of the close of business on each Wednesday
during the calendar quarter up to date of acquisition. For
days that the acquired company or any of its consolidated
subsidiaries were closed (e.g., Saturdays, Sundays, or
holidays), use the amount outstanding from the previous
business day. An office is considered closed if there are
no transactions posted to the general ledger as of that
date.

Only a single schedule should be completed with aggre-
gated information for all entities acquired during the
quarter. The combined assets of these firms should at
least equal $10 billion or 5 percent of the respondent’s
total consolidated assets at the previous quarter-end,
whichever is less.

The reporting BHC may report the items below, net of
merger-related adjustments, if any.

In the unlikely event that only a portion of a firm was
purchased and actual financial statementsfor the acquired
operations are not readily available, the reporting BHC
may provide estimates in lieu of inaccessible actual data.

FR Y-9C
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If a single transaction business combination occurred
where the acquiree was another BHC that filed the
FR Y-9C in the preceding quarter, and the combination
occurred on the first day of the quarter, that event is
exempt from being reported on this schedule. This
exemption aso appliesif all entities acquired on the first
day of the quarter were FR Y-9C filers as of the prior
quarter.

The line item instructions should be read in conjunction
with the instructions for Schedule HC-K, “ Quarterly
Averages”

Lineltem 1 Average loans and leases (net of
unear ned income).

Report the quarterly average for al loans and leases, net
of unearned income, in both domestic and foreign offices
of the acquired company (as defined for Schedule HC-C,
items 1 through 11).

Line ltem 2 Average earning assets.

Report the quarterly average for al earning assets.
Include as earning assets.

(1) Securities;

(2) Federal funds sold and securities purchased under
agreements to resell;

(3) Loans and leases,
(4) Trading assets; and
(5) Other earning assets.

Lineltem 3 Average total consolidated assets.

Report the quarterly average for the fully consolidated
acquired company’s total assets (as defined for Schedule
HC, item 12, “Tota assets’). When calculating the
quarterly average total consolidated assets for purposes
of this schedule, reflect all debt securities (not held for
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trading) at amortized cost, available-for-sale equity secu-
rities with readily determinable fair values at the lower of
cost or fair value, and equity securities without readily
determinable fair values at historical cost. In addition, to
the extent that net deferred tax assets included in the
acquired company’s total assets, if any, include the
deferred tax effects of any unrealized holding gains and
losses on available-for-sale debt securities, these deferred
tax effects may be excluded from the determination of the
guarterly average for total consolidated assets. If these
deferred tax effects are excluded, this treatment must be
followed consistently over time.

BSnotes-P-2

Lineltem 4 Average equity capital (excludes
limited-life preferred stock).

Report the quarterly average for the fully consolidated
equity capital (as defined for Schedule HC, item 28) of
the acquired company. For purposes of this schedule,
deduct net unrealized losses on marketable equity securi-
ties and exclude other net unrealized gains and losses on
available-for-sale securities, and accumulated net gains
(losses) on cash flow hedges when calculating average

equity capital.
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LINE ITEM INSTRUCTIONS FOR

Notes to the Balance Sheet
Other

This section has been provided to allow bank holding companies that so wish
to explain the content of specific itemsin the balance sheet. The reporting bank
holding company should include any transactions reported on Schedules HC
through HC-S that it wishes to explain or that have been separately disclosed
in the bank holding company’s quarterly reports to its shareholders, in its press
releases, or on its quarterly reportsto the Securities and Exchange Commission
(SEC). Also include any transactions which previously would have appeared as
footnotes to Schedules HC through HC-S.

Report in the space provided the schedule and line item for which the holding
company is specifying additional information, a description of the transaction
and, in the column provided, the dollar amount associated with the transaction
being disclosed.

FRY-9C BSnotes-1
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Glossary

The definitionsin this Glossary apply to the Consolidated
Financia Statementsfor Bank Holding Companies(FR'Y -
9C) and are not necessarily applicable for other regula-
tory or legal purposes. The presentation of the assets,
liabilities, and stockholders' equity, and the recognition
of income and expenses in the FR Y-9C are to be in
accordance with generally accepted accounting prin-
ciples. The accounting discussions in this Glossary are
those relevant to the preparation of these reports and are
not intended to constitute a comprehensive presentation
on bank accounting or on generally accepted accounting
principles.

Acceptances: See ““Bankers acceptances.”

Accounting Changes: Changes in accounting principles—
The accounting principles that bank holding companies
have adopted for the preparation of their FR Y-9C should
be changed only if (a) the change is required by a newly
issued accounting pronouncement or (b) the bank holding
company can justify the use of an allowable alternative
accounting principle on the basis that it is preferable
when there are two or more generally accepted account-
ing principlesfor atype of event or transaction. If a bank
holding company changes from the use of one acceptable
accounting principle to one that is more preferable at any
time during the calendar year, it must report the income
or expense item(s) affected by the change for the entire
year on the basis of the newly adopted accounting
principle regardless of the date when the change is
actually made. However, a change from an accounting
principle that is neither accepted nor sanctioned by the
Federal Reserve to one that is acceptable to the Federal
Reserve is to be reported as a correction of an error as
discussed below.

New accounting pronouncements that are adopted by the
Financial Accounting Standards Board (or such other
body officially designated to establish accounting prin-
ciples) generaly include transition guidance on how to
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initially apply the pronouncement. In genera, the pro-
nouncements require (or alow) a bank holding company
to use one of the following approaches, collectively
referred to as ** retrospective application’:

 apply a different accounting principle to one or more
previously issued financial statements; or

* make a cumulative-effect adjustment to retained earn-
ings, assets, and/or liabilities at the beginning of the
period asif that principle had always been used.

Because each Report of Income covers a single discrete
period, only the second approach under retrospective
application is permitted in the FR Y-9C. Therefore, when
an accounting pronouncement requires the application of
either of the approaches under retrospective application,
bank holding companies must report the effect on the
amount of retained earnings at the beginning of the year
in which the new pronouncement is first adopted for
purposes of the FR Y-9C (net of applicable income taxes,
if any) as a direct adjustment to equity capital in Sched-
ule HI-A, item 2.

In the FR Y-9C in which a change in accounting prin-
ciple is first reflected, the bank holding company is
encouraged to include an explanation of the nature and
reason for the change in accounting principle in the
“Notes to the Income Statement—Other.”

Changes in accounting estimates—Accounting and the
preparation of financial statements involve the use of
estimates. As more current information becomes known,
estimates may be changed. In particular, accruals are
derived from estimates based on judgments about the
outcome of future events and changes in these estimates
are an inherent part of accrual accounting.

Reasonable changes in accounting estimates do not
require the restatement of amounts of income and
expenses and assets, liabilities, and capital reported in
previously submitted FR Y-9C reports. Computation of
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the cumulative effect of these changes is also not ordi-
narily necessary. Rather, the effect of such changes is
handled on a prospective basis. That is, beginning in the
period when an accounting estimateisrevised, the related
item of income or expense for that period is adjusted
accordingly. For example, if the bank holding company’s
estimate of the remaining useful life of certain bank
holding company equipment is increased, the remaining
undepreciated cost of the equipment would be spread
over its revised remaining useful life. Similarly, immate-
rial accrual adjustments to items of income and expenses,
including provisionsfor loan and lease |osses and income
taxes, are considered changes in accounting estimates
and would be taken into account by adjusting the affected
income and expense accounts for the year in which the
adjustments were found to be appropriate.

However, large and unusual changes in accounting esti-
mates may be more properly treated as constituting
accounting errors, and if so, must be reported accordingly
as described below.

Corrections of accounting errors—A bank holding com-
pany may become aware of an error inits FR Y-9C after
it has been submitted to the Federal Reserve through
either its own or the Federal Reserve's discovery of the
error. An error in the recognition, measurement, or
presentation of an event or transaction included in a
report for a prior period may result from:

(1) a mathematical mistake;
(2) amistake in applying accounting principles; or

(3) the oversight or misuse of facts that existed when the
FR Y-9C for prior periods was prepared.

When the Federal Reserve determines that the bank
holding company’s FR Y -9C contains a material account-
ing error, the bank holding company may be directed to
file amended condition and/or income report data for
each prior period that was significantly affected by the
error. Normally, such refilings will not result in restate-
ments of reports for periods exceeding five years. If
amended reports are not required, the bank holding
company should report the effect of such corrections on
retained earnings at the beginning of the year, net of
applicable income taxes, in Schedule HI-A, item 2,
“ Restatements due to corrections of material accounting
errors and changes in accounting principles.” The effect
of such corrections on income and expenses since the
beginning of the year in which the error is discovered
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should be reflected in each affected income and expense
account on a year-to-date basis in the next quarterly
FR Y-9C to be filed and not as a direct adjustment to
retained earnings.

In addition, a change from an accounting principle that is
neither accepted nor sanctioned by the Federal Reserveto
one that is acceptable to the Federal Reserve is to be
reported as a correction of an error. When such a change
isimplemented, the cumulative effect that appliesto prior
periods, calculated in the same manner as described
above for other changes in accounting principles, should
be reported in Schedule HI-A, item 2, ** Restatements due
to corrections of material accounting errors and changes
in accounting principles.”” In most cases of this kind
undertaken voluntarily by the reporting bank holding
company in order to adopt more acceptable accounting
practices, such a change will not result in a request for
amended reports for prior periods unless substantia
distortions in the bank holding company’s previously
reported results are in evidence.

Inthe FR Y -9C in which the correction of an error isfirst
reflected, the bank holding company is encouraged to
include an explanation of the nature and reason for the
correction in the ‘“Notes to the Income Statement—
Other.”

For further information on these three topics, see FASB
Statement No. 154, “Accounting Changes and Error
Corrections.”

Accounting Errors, Corrections of: See “Accounting
changes.”

Accounting Estimates, Changes in: See “Accounting
changes.”

Accounting Principles, Changes in: See “‘Accounting
changes.”

Accrued Interest Receivable Related to Credit Card
Securitizations: In atypical credit card securitization, an
institution transfers a pool of receivables and the right to
receive the future collections of principal (credit card
purchases and cash advances), finance charges, and fees
on thereceivablesto atrust. If a securitization transaction
gualifies as a sale under FASB Statement No. 140, the
selling institution removes the receivables that were sold
from its reported assets and continues to carry any
retained interests in the transferred receivables on its
balance sheet. The “accrued interest receivable’” (AIR)
asset typically consists of the seller’s retained interest in
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the investor’s portion of (1) the accrued fees and finance
charges that have been billed to customer accounts, but
have not yet been collected (“billed but uncollected’),
and (2) the right to finance charges that have been
accrued on cardholder accounts, but have not yet been
billed (**accrued but unbilled”).

While the selling institution retains a right to the excess
cash flows generated from the fees and finance charges
collected on the transferred receivables, the institution
generally subordinates its right to these cash flows to the
investors in the securitization. If and when cash pay-
ments on the accrued fees and finance charges are
collected, they flow through the trust, where they are
available to satisfy more senior obligations before any
excess amount is remitted to the seller. Only after trust
expenses (such as servicing fees, investor certificate
interest, and investor principal charge-offs) have been
paid will the trustee distribute any excess fee and finance
charge cash flow back to the seller. Since investors are
paid from these cash collections before the selling insti-
tution receives the amount of AIR that is due, the seller
may or may not realize the full amount of its AIR asset.

Accounting at Inception of the Securitization Transaction

Generdly, if a securitization transaction meets the crite-
ria for sale treatment and the AIR is subordinated either
because the asset has been isolated from the transferor
(see paragraph 9(a) of FASB Statement No. 140) or
because of the operation of the cash flow distribution (or
“waterfall’”) through the securitization trust, the total
AIR asset (both the“billed and uncollected” and ** accrued
and unbilled”) should be considered one of the compo-
nents of the sale transaction. Thus, when accounting for a
credit card securitization, an institution should allocate
the previous carrying amount of the AIR (net of any
related allowance for uncollectible amounts) and the
other transferred assets between the assets that are sold
and the retained interests, based on their relative fair
values at the date of transfer. As a result, after a
securitization, the allocated carrying amount of the AIR
asset will typically be lower than its face amount.

Subsequent Accounting

After securitization, the AIR asset should be accounted
for at its allocated cost basis (as discussed above). In
addition, an institution should treat the AIR asset as a
retained (subordinated) beneficial interest. Accordingly,
it should be reported as an “Other Asset” in Schedule
HC-F, item 6, and in Schedule HC-S, item 2(b), column
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C (if reported as a stand-alone asset) and not as a loan
receivable.

Although th