FEDERAL RESERVE BANK OF NEW YORK
NEW YORK, N.Y. 10045-0001

AREA CODE 212-720-5000

March 31, 1999

To: The | ndi vidual Responsible for Preparing the
Fi nanci al Statenent for Large Bank Hol di ng
Conpani es Located in the Second Federal Reserve
Di strict

Subj ect: Bank Hol di ng Conpany Reporting Requirenents for
March 31, 1999

Encl osed are two copies of the follow ng report forns and
instructions for the March 31, 1999 reporting date:

The Consolidated Financial Statenents for Bank Hol di ng
Conpani es (FR Y-90);

The Parent Conpany Only Financial Statenents for Large Bank
Hol di ng Conpani es (FR Y-9LP); and

The Quarterly Financial Statenments of Nonbank Subsidiaries
of Bank Hol di ng Conpanies (FR Y-110Q).

We have al so encl osed the optional worksheets to conpute
ri sk-based capital ratios for the consolidated bank hol di ng

conpany.

These report forns and instructions have been reissued in
their entirety. Supplenental instructions concerning
accounting, reporting, and regulatory capital issues
affecting the FR Y-9C report are included in Attachment 1.
The revisions to the

FR YOC, FR Y-9LP, and FR Y-11Q report

fornms and instructions are summarized in Attachnment 1|1



Reports Subm ssi on

An original and two copies (one-sided) of each conpleted
bank hol di ng conpany report nust be returned to this bank
by mail or nmessenger by the dates |isted below. Under the
Regul atory Reports Monitoring Program the tineliness of
recei pt of these reports will be nonitored. Earlier

subm ssion would aid this Bank in reviewi ng and processi ng
the reports and is encouraged.

The submi ssion deadline for the FR Y-9C and FR Y-9LP
reports i s Monday, May 17, 1999. Any FR Y-9C or FR Y-9LP
report received after 5:00 p.m on May 17 will be

consi dered | ate unl ess postnmarked by Friday, May 14 or sent
by overni ght service by Sunday, My 16.

The subm ssion deadline for the FR Y-11Q i s Tuesday, June
1, 1999. Any FR Y-11Q reports received later than 5:00
p.m on June 1 will be considered | ate unless postnarked by
Saturday, May 29 or sent by overnight service by Mnday,
May 31.

Subm ssion of initial data via facsimle, even if prior to
this deadline, does not constitute tinely filing. In view
of this, please be sure that conpleted reports are
submtted on tine to:

Federal Reserve Bank of New York
Statistics Function
Adm ni strative Support Staff
33 Liberty Street, 4th floor
New York, N.Y. 10045

The staff of this Bank will nonitor whether banking

organi zations are neeting their basic reporting

requi rements through the use of Avalidity edits. @ Encl osed
are the updates to the nonitoring edits. Please note the
updates to ensure your institution neets these edit tests.

El ectroni ¢ Subm ssi on Option

This Bank of fers bank hol di ng conpani es the option of
submtting their FR Y-9C, FR Y-9LP, and FR Y-11Q reports
el ectronically. Any bank hol ding conpany interested in
submitting these reports electronically should contact
Carrie Mtchell, at (212) 720-8027 for information
concerning the procedure for electronic transm ssion. Bank



hol di ng conpani es choosing to submt these reports

el ectronically nust maintain in their files a manually
signed and attested printout of the data submtted. The
cover page of the Reserve Bank supplied report forms should
be used to fulfill the signature and attestation

requi rement and this page should be attached to the
printout placed in the bank hol ding conpany=s files.

Website

Report forms and instructions for the FR Y-9C, FR Y-9LP
and FR Y-11Q can al so be obtained fromthe Federal Reserve
Board of Governors internet website at the foll ow ng
address: ww. f eder al reserve. gov/ boar ddocs/ reportforns.

Questions regarding these reports should be directed to M.

Mtchell at (212) 720-8027 or Meredith M ske, Team Leader
in the Regulatory Reports Division at (212) 720-14009.

Si ncerely,

**Signed by Kenneth P. Lamar**

Kenneth P. Lanar
Assi stant Vice President
Fi nanci al Reports Depart nment



ATTACHMENT 1

Suppl enental |nstructions:
Mor t gage and Nonnortgage Servicing Assets

On August 10, 1998, the Federal Reserve along with the
ot her banki ng agenci es published a final rule anmending
their regulatory capital treatnment of servicing assets.
This rule increases the maxi num anount of servicing assets
(when conbined with purchased credit card rel ationships
(PCCRs)) that are includable in regulatory capital from 50
percent to 100 percent of Tier 1 capital. Servicing assets
i ncl ude the aggregate anmobunt of nortgage servicing assets
(MBAs) and nonnortgage servicing assets (NMSAs). This
final rule also applies a further sublimt of 25 percent of
Tier 1 capital to the aggregate amount of NMSAs and PCCRs.
In addition, the rule subjects the valuation of NMBAs,

NVBAs, and PCCRs to a 10 percent discount.

One effect of the final rule is that NVBAs are now

recogni zed, rather than deducted, for regulatory capital
purposes. As a result, bank hol di ng conpani es may recogni ze
NMSAs in accordance with the provisions of the final rule
when conputing regul atory capital. Because of this change
in the regulatory capital treatnent of NMSAs, the reporting
of these assets in Schedule HC — Consoli dated Bal ance
Sheet, has been changed as of March 31, 1999. NMSAs shoul d
now be reported in Schedule HC in revised item 10(b) (1),
“Purchased credit card rel ati onshi ps and nonnort gage
servicing assets.” Previously, NVSAs were reported as part
of “Al'l other identifiable intangible assets” in Schedul e
HC, Iine item10(b)(2). 1In addition, Part 1, Menorandum
item7 of Schedule HC-1 — Risk-Based Capital, has been
revised to report the “Fair value of purchased credit card
rel ati onshi ps and nonnortgage servicing assets.”

Capital Treatnent of Unrealized Holding Gains on Certain
Equity Securities

On August 26, 1998, the Federal Reserve along with the

ot her banki ng agenci es announced a final rule anmending the
capital treatnent of unrealized holding gains on certain
equity securities.



The final rule permts bank hol ding conpanies to include in
suppl ementary (Tier 2) capital up to 45 percent of the
pretax net unrealized holding gains (that is, the excess,

if any, of fair value over historical cost) on avail abl e-
for-sale equity securities with readily determ nable fair
values. This is an optional designation for bank hol ding
conpani es. However, if an institution opts to include an
anount of unrealized holding gains in its Tier 2 capital,

it nmust al so include that same anmount in its risk-weighted
assets for calculating all of its capital ratios. A new
item has been added to Schedule HC-A — Securities, for bank
hol di ng conpani es that choose to include an anount under
this option. Menorandumline item4(c), “Anount of net
unreal i zed hol ding gains on available-for-sale equity
securities (included in Tier 2 and total capital ratios),”
has been added.

FASB St at enent No. 133

In June 1998, the Financial Accounting Standards Board
(FASB) issued Statement No. 133, Accounting for Derivative
I nstrunments and Hedgi ng Activities. This statenent
establ i shes accounting and reporting standards for
derivative instrunents, including certain derivative

i nstruments enbedded in other contracts, and for hedging
activities. Under Statement No. 133, bank hol di ng
conpani es nmust recogni ze all derivatives as either assets
or liabilities on the bal ance sheet and nust neasure those
instruments at fair value. |If certain conditions are net,
a derivative may be specifically designated as a “fair

val ue hedge,” a “cash flow hedge,” or a hedge of a foreign
currency exposure of a net investnment in a foreign
operation. The accounting for changes in the fair value of
a derivative (that is, gains and | osses) depends on the

i ntended use of the derivative and the resulting

desi gnat i on.

Statenent No. 133 is effective for all quarters of fisca
years beginning after June 15, 1999. Statenent No. 133
contains further guidance on the initial application of
this accounting standard. Pieceneal adoption of Statenent
No. 133 is not permtted. Bank hol di ng conpani es nust
adopt Statenment No. 133 for FR Y-9C report purposes upon
its effective date. Early

application is permtted in the FR Y-9C report in
accordance with the transition guidance in Statenent No.



133. Bank hol di ng conpani es are encouraged to consult with
their outside accountants as they plan to inplenent this
new st andard.

The Federal Reserve has revised the FR Y-9C in 1999 in
response to Statenment No. 133. Bank hol di ng conpani es that
have el ected to adopt Statenment No. 133 prior to its
effective date should include any accunul ated net gains

(l osses) on cash flow hedges on the bal ance sheet (Schedul e
HC) in newitem27(f). The year-to-date change in these
accunul ated net gains (losses) on cash fl ow hedges shoul d
be reported in the changes in equity capital schedul e
(Schedule H -A) in newitem 13(b). In addition, any
transaction adjustnents at the date of initial application
of Statenent No. 133 that nust be reported as a cunul ative-
ef fect-type adjustnent of net incone should be included in
the inconme statenent (Schedule H') inline item12,
“Extraordinary itens, net of applicable incone taxes and
mnority interest,” and disclosed separately in menorandum
item8(a)(l), “Extraordinary itens and ot her adjustnents,”
with the applicable income tax effect reported in
menorandumitem 8(a)(2). Menorandumitem 8(a)(1) has been
specifically designated for reporting the inconme statenent
ef fect of adopting Statenent No. 133.

The transition provisions of Statenment No. 133 provide that
at the date of initial application, a bank hol di ng conpany
may transfer any debt security categorized as hel d-to-
maturity into the avail able-for-sale category or the
trading category without calling into question the bank
hol di ng conpany’s intent to hold other debt securities to
maturity in the future. The transition provisions further
require that the unrealized gain (loss) on a transferred
hel d-to-maturity debt security be reported as part of the
curmul ati ve-effect-type adjustnent of net incone if
transferred to the trading category or as part of the
adjustnent to the change in net unrealized hol di ng gains
(l osses) on avail able-for-sale securities if transferred to
the avail able-for-sale category. Any security transferred
fromthe held-to-maturity category as of the date of
adoption of Statenment No. 133 and sold in the sane fiscal
guarter should have been transferred to the trading
category, not the available-for-sale category. Thus, any
unrealized gain (loss) on the security that exists on the
date of transfer would be reported in the FR Y-9C report

i ncome statenent in Schedule H, item 12, “Extraordi nary
itens, net of applicable taxes and mnority interest,” and



woul d not be included in the gain (loss) on the sale of the
security in Schedule H, item®6.b, “Realized gains (losses)
on avail able-for-sale securities.”

The banki ng agenci es have issued interimregul atory
capi tal guidance for FASB Statenent No. 133. W have
encl osed a copy of this guidance for your information.

Al CPA Statements of Position 98-1 and 98-5

The Anmerican Institute of Certified Public Accountants

(Al CPA) has recently issued Statenent of Position (SOP) 98-
1, Accounting for the Costs of Conputer Software Devel oped
or Cbtained for Internal Use, and SOP 98-5, Reporting on
the Costs of Start-Up Activities.

SOP 98-1 provides guidance on whether costs of internal-use
software shoul d be capitalized (and then anortized) or
expensed as incurred. Internal-use software has the
follow ng characteristics: (a) the software is acquired,
internally devel oped, or nodified solely to neet the
entity’'s internal needs, and (b) during the software’s
devel opnment or nodification, no substantive plan exists or
is being devel oped to market the software externally.

SOP 98-5 requires costs of start-up activities and

organi zation costs to be expensed as incurred. SOP 98-5
defines start-up activities broadly as “those one-tine
activities related to opening a new facility, introducing a
new product or service, conducting business in a new
territory, conducting business with a new class of custoner
or beneficiary, initiating a new process in an existing
facility, or conmencing sonme new operation.”

Both of these SOPs are effective for financial statenments
for fiscal years beginning after Decenber 15, 1998, with
earlier application encouraged. For FR Y-9C report

pur poses, bank hol di ng conpani es nust adopt these two SOPs
upon their effective date. 3 ossary entries in the FR Y-9C
i nstruction book and other instructions affected by these
SOPs have been updat ed.



ATTACHMENT 2

Significant Revisions to the FR Y-9C for March 1999:
CGeneral Instructions:

Revised the listing of report itenms for which negative
entries can be nade.

Schedul e HC — Bal ance Sheet:

The caption for line 10(b)(1) was changed to “Purchased
credit card rel ationshi ps and nonnortgage servicing assets”
as a result of amended capital standards regarding the
regul atory capital treatnment for servicing assets.

Nonnort gage servicing assets should no | onger be reported
in “All other identifiable intangible assets” (Line
10(b)(2)).

Revi sed the instructions for “All other identifiable

i ntangi bl e assets” (Line 10(b)(2)) to exclude organi zation
costs. Organi zation costs should be expensed as incurred in
accordance with Al CPA SOP 98-5, Reporting on the Costs of
Start-Up Activities.

Revi sed the instructions for “Goodw I |” (Line 10(c)).

Revi sed the instructions for “Qther assets” (Line 11) and
“QGther liabilities” (Line 23) to include the fair val ue of
derivatives held for purposes other than trading for bank
hol di ng conpani es adopti ng FASB St at ement No. 133,
Accounting for Derivative Instrunents and Hedgi ng
Activities.

A new item “Accumul ated net gains (losses) on cash fl ow
hedges” (Line 27(f)) was added as a new conponent of equity
capital in accordance with the disclosure requirenments of
FASB St atenent No. 133.



Schedul e HC-A — Securiti es:

A new item “Anmount of net unrealized hol ding gains on
avail abl e-for-sale equity securities (included in Tier 2
and total capital ratios)” (Line Mi(c)), was added all ow ng
45 percent of the pretax net unrealized hol ding gains on
avai l abl e-for-sale equity securities with readily

determ nable fair values in supplenental (Tier 2) and tota
capital ratios.

(2) Elimnated the reporting requirenent for “High-risk
nort gage securities” (Line M).

Schedul e HC-E — Quarterly Averages:

Revi sed the instructions for “Equity capital (excludes
l[imted-life preferred stock)” (Line 11) to exclude the
accunmul ated net gains (losses) on cash fl ow hedges when
cal cul ating average equity capital

Schedul e HG-1 — Ri sk-Based Capital

Elimnated the reporting requirenents of “Purchased credit
card rel ationships: D scounted value” (Part |, Line M/(a)).

Revi sed the reporting for “Purchased credit card

relati onships: Fair market value” (Part |, Line M/(b)) to
and include the reporting of the “Fair value of purchased
credit card rel ationshi ps and nonnortgage servicing assets
(Line M7) resulting fromanended capital standards
regarding the regulatory capital treatnment of servicing
assets.

Revi sed the instructions to “Assets sold with recourse”
(Part Il, Line 4) to clarify the reporting for |ow | evel
recourse transactions when using either the “direct
reducti on nethod” or the “gross-up nethod”.

Notes to the Bal ance Sheet:
Expanded t he nunber of footnotes that can be used from5 to
20 and repagi nated the FR Y-9C report fromthis point

f orward.

Schedule H - I ncone Statenent:



Revi sed the general instructions regarding the reporting of
i ncome and expenses relating to “start-up activities.”

(2) “Hard-coded” Menorandumitem8(a)(1l), “Extraordinary
itenms and ot her adjustnents (from Schedule H, item12)” to
di scl ose the incone effect of adopting FASB Statenent No.
133.

Schedul e H -A — Changes in Equity Capital:

Renunbered existing Line 13, “Change in net unrealized
hol di ng gains (losses) on avail able-for-sale securities,”
to Line 13(a) and added Line 13(b), *“Change in accunul ated
net gains (losses) on cash flow hedges,” as part of the

di scl osure requirenments of FASB Statenment No. 133.

(2) Revised the instructions to “Qher adjustnents to
equity capital” (Line 17) for the reporting of “start-up
activities.” Bank hol di ng conpani es open since January 1
shoul d report opening (original) equity in this item In
addition, the net anmpunt of pre-opening incone and expenses
for the period of the bank hol ding conpany’s inception
until the beginning of the cal endar year in which it
commenced operations may be reported in this |ine.

Notes to the I ncone Statenent:

Expanded t he nunmber of footnotes that can be used by bank
hol di ng conpanies from5 to 20.

G ossary:

Revi sions to existing glossary entries for “All owance for
Loan and Lease Losses,” “Goodw I |,” and “Servicing Assets
and Liabilities” were made to clarify reporting

requi renents for these itens under U S. GAAP

New gl ossary entries were added for “lInternal -Use Conputer
Software” (replaces the entry for “Internally Devel oped
Comput er Software”) and “Start-Up Activities” as a result
of the new Al CPA SOPs.

Optional Risk-Based Capital Wrksheets:



Revi sions to the worksheets relating to nonnortgage
servicing assets, and the option to include in Tier 2 and
total capital up to 45 percent of the net unrealized
hol di ng gains on available-for-sale equity securities with
readily determ nable fair values were made. Al so excl uded
fromequity capital the “accunul ated net gains (losses) on
cash fl ow hedges” in accordance with the interimcapital
gui dance regardi ng FASB St at enment No. 133.

Significant Revisions to the FR Y-9LP for March 1999:
General Instructions:

Revised the listing of report itenms for which negative
entries can be made.

Schedul e PC — Parent Conpany Only Bal ance Sheet:

Revi sed the instructions for “Other identifiable

i ntangi bl es” (Line 7(b)) to exclude organization costs.
Organi zation costs shoul d be expensed as incurred in
accordance with Al CPA SOP 98-5, Reporting on the Costs of
Start-Up Activities.

Revi sed the instructions for “Other identifiable

i ntangi bl es” (Line 7(b)) to include the reporting of
servicing assets other than nortgage servicing assets for
FR Y-9LP purposes only.

A new item “Accumul ated net gains (losses) on cash fl ow
hedges,” (Line 20(f)) was added as new conponent of equity
capital in accordance with the disclosure requirenments of
FASB St atenent No. 133.

Schedul e PG-A — I nvestnents in Subsidiaries and Associ at ed
Conpani es:

Revi sed the instructions for “Qther identifiable
i ntangi bl es” (Lines 1(a)(2)(b), 2(a)(2)(b), and 3(a)(2)(b))
to exclude organi zation costs. Organi zati on costs shoul d be



expensed as incurred in accordance with Al CPA SOP 98- 5,
Reporting on the Costs of Start-Up Activities.

Significant Revisions to the FR Y-11Q for March 1999:
Bal ance Sheet:

Revi sed the instructions for “Qther identifiable

i ntangi bl es” (Line 9(b)) to exclude organi zation cost.
Organi zation costs shoul d be expensed as incurred in
accordance with Al CPA SOP 98-5, Reporting on the Costs of
Start-Up Activities.

Revised the instructions for “All other assets” (Line 10)
and “Al'l other liabilities” (Line 17) to include the fair
val ue of all derivatives held for purposes other than
trading as required by FASB Statenent No. 133.

A new item “Accumul ated net gains (losses) on cash fl ow
hedges” (Line 20f) was added as a new conponent of equity
in accordance with the disclosure requirenents of FASB
Statenment No. 133. Al so, balance sheet itens 20.f through
20. h were renunbered.

Changes in Equity:

(1) Revi sed “Qther adjustnments” (Line 6) to include
change in accunul ated net gains (losses) on cash flow
hedges due to the disclosure requirenents of FASB St at enent
No. 133.

Notes to the Financial Statenents:

(1) Added a section “Notes to the Quarterly Financi al
St atenments of Nonbank Subsidiaries of Bank Hol di ng

Conpani es,” to allow bank hol di ng conpani es the opportunity
to provide additional explanations of the content of
specific itenms in the nonbank subsidiary’s financi al

st at enent s.



Checkl i st :

(1) Revi sed the following edits (based on FRS EDCK
nunbers): 110, 120, and 375.



