FEDERAL RESERVE BANK OF NEW Y ORK

NEw YORK, N.Y. 10045-0001

AREA CODE 212-720-5000

April 4, 2002

To: The Individual Responsible for Preparing the Financi al
Statenents for Large Bank Hol di ng Conpanies (FR Y-9C) Located
in the Second Federal Reserve District

Subj ect: Bank Hol di ng Conpany Reporting Requirenents for
March 31, 2002

Encl osed are two copies of the follow ng report fornms and
instructions for the March 31, 2002 reporting date:

(1) Consolidated Financial Statenments for Bank Hol di ng
Conpani es (FR Y-9C);

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

(3) Quarterly Financial Statenments of Nonbank
Subsi di ari es of Bank Hol di ng Conpanies (FR Y-11Q);
and

(4) Consolidated Bank Hol di ng Conpany Report of Equity
I nvest ments in Nonfinancial Conpanies (FR Y-12).

There are no revisions to the FR Y-12 for this quarter.

FR Y-9CS Reporting
As of March 31, 2002, the FR Y-9CS will no | onger be
required to be submtted.

Fi nal Rule on Recourse and Direct Credit Substitutes

On Novenber 29, 2001, the Federal Reserve published a
final rule revising the regulatory capital treatnent of
recourse arrangenents and direct credit substitutes, including
residual interests, credit-enhancing interest-only strips,
asset - backed and nortgage- backed securities. This final rule
took effect on January 1, 2002. Any transactions settled on
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or after that date are subject to the rule. However, for
transactions settled before January 1, 2002 that result in

i ncreased capital requirenents under the final rule, bank
hol di ng conpani es may del ay the application of the final rule
to those transactions until December 31, 2002. The
instructions were revised for Schedul e HC-R, Regul atory
Capital, incorporating the provisions of the final rule.

Reporting of Funds | nvested Through Bentl ey Financi al
Services, Inc.

On COctober 30, 2001, the banking regul atory agencies
issued a joint rel ease advising depository institutions that
the Securities and Exchange Commi ssion (SEC) had filed suit
agai nst Robert L. Bentley, Entrust G oup, and Bentley
Fi nanci al Services, Inc. Specifically, the SEC all eged that
t he defendants were representing to investors that they were
selling federally-insured certificates of deposit when, in
fact, they were selling uninsured securities issued by the
defendants. |In addition, a tenporary restraining order was
i ssued agai nst the defendants, freezing the defendants'
accounts and appointing a receiver to exercise control over
t he defendants' assets.

In Iight of these events, bank hol di ng conpani es that
have i nvested funds through Bentley Financial Services should
report these funds as "OQther" assets in Schedule HC-F, item 5,
not as "lInterest-bearing bal ances"” due from depository
institutions in Schedule HC, item1l.b. In addition, these
funds shoul d be placed in nonaccrual status and reported as
nonaccrual assets in Schedule HC-N, item9, colum C
Previ ously accrued but uncollected interest on these funds
shoul d be reversed through a charge to interest inconme (for
any anmounts accrued in 2002) and a charge to other noninterest
expense (for amounts accrued prior to 2002). |In addition,

t hese funds should be risk-weighted at 100 percent in item 42,
colum F, in Schedul e HC-R, Regul atory Capital.

FASB Statenents 141 and 142
In July 2001, the FASB issued Statement No. 141, Business
Conbi nations, and Statenment No. 142, Goodw Il and O her
| ntangi bl e Assets. Statenent No. 141 supersedes the previous
accounting standard on busi ness conbinations (i.e., nergers
and acqui sitions), Accounting Principles Board (APB) Opi nion
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No. 16, and requires that all business conbinations initiated
after June 30, 2001, (except for conbinations between two or
more nmutual enterprises) be accounted for by the purchase

met hod. The use of the pooling-of-interests nethod for those
busi ness conbi nations is prohibited.

Statenment No. 141 al so changes the requirenents for
recogni zing i ntangi bl e assets apart from goodw || in business
conbi nati ons accounted for by the purchase nethod for
acquisition after June 30, 2001. The statenment specifically
identifies core deposit intangibles as one type of intangible
that must be recognized as an asset separate from goodw | |.

St atement No. 142 supersedes the previous accounting
standard on intangi ble assets, APB Opinion No. 17. This new
standard addresses how i ntangi bl e assets that are acquired
individually or with a group of other assets (but not in a
busi ness conbi nati on) should be accounted for upon their
acquisition. It also explains how goodw || and ot her
i ntangi bl e assets should be accounted for after they have been
acqui red.

Under Statenent No. 142, goodw Il acquired in a business
conmbi nation after June 30, 2001 should not be anortized, but
shoul d be tested for inpairment in accordance with the
provi sions of this accounting standard. Goodw Il acquired in
a business conbination for which the acquisition date is
before July 1, 2001 should continue to be anortized until an
institution applies all of the provisions of Statenent No. 142
in accordance with the effective date of the standard.
Statenment No. 142 is effective for fiscal years beginning
after Decenber 15, 2001. Bank hol di ng conpani es nust adopt
FASB St atenents No. 141 and 142 for FR Y-9C reporting purposes
in accordance with the effective dates of these standards
based on their fiscal years. For bank hol ding conpanies with
a cal endar year fiscal year, Statenment No. 142 takes effect
January 1, 2002.

This quarter's instruction book update includes a revised
G ossary entry for "business conbinations,” revised

instructions for Schedule HC "Goodwi I 1" (item 10.a) and
Schedul e HC-M "I ntangi bl e assets other than goodwi|l|” (item
12) and instructions for new Schedule H "Goodw Il i npairnment

| osses” (item 7.c (1)), all of which incorporate rel evant
provi sions of these new standards.
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Upon the adoption of Statement No. 142, bank holding
conpani es should report any inpairnment |osses on goodw || and
ot her intangible assets that nust be recognized as a result of
the standard's required transitional inpairment testing as the
effect of a change in accounting principle. The effect of the
accounting change and related incone tax effects should be
reported in the incone statenent, Schedule H "Extraordinary
itenms, net of applicable taxes and mnority interest” (item 12)
and di sclosed in Schedule H, Menoranda item 8.

For purposes of reporting in the FR Y-9LP report, goodw ||
that is recorded on the parent’s books and not “pushed down”
to the subsidiary or reporting unit |evel for accounting and
reporting purposes should be tested for inpairnment at the
appropriate reporting unit level as if the goodw Il resides on
t he books of the reporting unit. Any goodw Il inpairnent
| osses that result fromperformng the inpairnment test should
be recogni zed on the parent’s books for reporting purposes.

Al t hough the accounting rules for goodw || and ot her
i ntangi bl e assets are changing, there has been no change in
the regulatory capital treatnment of these assets. The
existing regulatory capital limts on servicing assets and
purchased credit card relationships remain in effect, and
goodwi I | and other intangible assets will continue to be
deducted from capital and assets in determ ning a bank hol di ng
conpany’s capital ratios.

Al l owance for Credit Losses on O f-Bal ance Sheet Credit
Exposures

The Audit and Accounting Gui de — Banks and Savi ngs
I nstitutions, states that credit | osses related to off-bal ance
sheet financial instruments should be accrued and reported
separately as liabilities “if the conditions of FASB Statenent
No. 5 are net.” Consistent with this accounting gui dance,
the FR Y-9C instructions state (on 3 ossary page GL-3) that
"each bank hol ding conpany should also maintain, as a separate
liability account, an allowance sufficient to absorb esti mted
credit | osses associated with off-bal ance sheet credit
instrunents.” OFf-balance sheet credit instrunments include
of f - bal ance sheet | oan comm tnents, standby letters of credit,
and guar ant ees.
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On the FR Y-9C, a bank hol di ng conmpany nust report its
al l owance for credit |osses on off-bal ance sheet credit
exposures in Schedule HC-G “Other Liabilities” (item 3), not
as part of its "Allowance for |oan and | ease | osses"” in
Schedule HC, item4.c. However, for risk-based capital
pur poses, the allowance for credit | osses on off-bal ance sheet
credit exposures is conmbined with the allowance for | oan and
| ease | osses and the total of these two allowances is included
in Tier 2 capital up to a limt of 1.25 percent of a bank
hol di ng conpany's gross risk-wei ghted assets. For further
information on the reporting of these allowances in Tier 2
capital, please refer to the instructions for FR Y-9C Schedul e
HC-R, item 14.

| nvestnments in Trust Preferred Securities

Bank hol di ng conpani es and their subsidiaries may invest
in trust preferred securities. Trust preferred securities are
hybrid i nstrunments possessing characteristics typically
associated with
debt obligations. Although each issue of these securities my
i nvol ve mnor differences in terms, under the basic structure
of trust preferred securities a corporate issuer, such as
anot her bank hol di ng conpany, first organi zes a busi ness trust
or other special purpose entity. This trust issues two
cl asses of securities: common securities (all of which are
purchased and held by the corporate issuer) and trust
preferred securities (which are sold to investors).

The trust’s only assets are deeply subordi nat ed
debentures of the corporate issuer, which the trust purchases
with the proceeds fromthe sale of its common and preferred
securities. The corporate issuer makes periodic interest
payments on the subordi nated debentures to the business trust,
whi ch uses these paynents to pay periodic dividends on the
trust preferred securities to the investors. The subordinated
debentures have a stated maturity and may al so be redeened
under other circunstances. Most trust preferred securities
are subject to a mandatory redenpti on upon the repaynent of
t he debentures.

Trust preferred securities nmeet the definition of a
security in FASB Statenent No. 115. Because of the mandatory
redenption provision in the typical trust preferred
securities, investnents in trust preferred securities would
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normal |y be considered debt securities for financial reporting
pur poses. Accordi ngly, bank hol ding conpani es shoul d report

t hese investnents as debt securities on the FR Y-9C (unless,
based on the specific facts and circunstances of a particular

i ssueof trust preferred securities, the securities would be
consi dered equity rather than debt securities under Statenent
No. 115).

Reports Subm ssion

An original and two copies (one-sided) of each conpleted
bank hol di ng conpany report nust be returned to this bank by
mai | or messenger by the dates listed below. Under the
Regul atory Reports Monitoring Program the tinmeliness of
recei pt of these reports will be nonitored. Earlier
subm ssion would aid this Bank in reviewi ng and processing the
reports and i s encouraged.

The subm ssion deadline for the FR Y-9C, FR Y-9LP, and Y-
12 is Wednesday, May 15, 2002. Any FR Y-9C, FR Y-9LP, or FR
Y-12 reports received after 5:00 p.m on May 15th will be
considered | ate unl ess postmarked by Saturday, My 11lth or
sent by overni ght service by Tuesday, My 14th.

The subm ssion deadline for the FR Y-11Q i s Thursday, My
30, 2002. Any FR Y-11Q report received after 5:00 p.m My
30th will be considered | ate unl ess postmarked by Saturday,
May 25th or sent by overnight service by Wednesday, My 29th.

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, 4'" Floor
New York, N.Y. 10045

Edit Checkli st

The staff of this Bank will nonitor whether banking
organi zations are neeting their basic reporting requirenments
t hrough the use of “validity edits”. Enclosed are the updates
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to the nmonitoring edits. Please note these updates to ensure
your institution nmeets these edit tests. Also, to avoid
conmon reporting errors, we are now providing a list of edit
checks which we perform between the FR Y-9LP and FR Y-9C
reports.

El ectroni ¢ Subn ssion Option

Thi s Bank offers bank hol di ng conpani es the option of
subm tting their FR Y-9C, FR Y-9LP, FR Y-11Q and FR Y-12
reports electronically. Any bank hol ding conpany interested
in submtting these reports electronically should contact
Carolyn Polite at (212) 720-5415 for information concerning
the procedures for electronic transm ssion. Bank hol ding
conpani es choosing to submt these reports electronically nust
maintain in their files a signed printout of the data
subm tted. The cover page of the Reserve Bank supplied report
forms should be used to fulfill the signature and attestation
requi renent and this page should be attached to the printout
pl aced in the bank hol di ng conpany's files.

I n addition, we now offer distribution of this letter,
report forms, and instructions via e-mail. |If you are
interested in receiving this electronically, please fax the
attached formto Vadi m Tovshteyn at (212) 720-8465.

Website
Report forns and instructions for the FR Y-9C, FR Y-9LP,
FR Y-11Q and FR Y-12 are also avail able on the Federa
Reserve Board’'s web site at ww. federal reserve. gov under
“Reporting Forns”.

Questions regarding these reports should be addressed to
Moni ca Posen at (212) 720-8239. Questions regarding the
capi tal adequacy gui delines should be directed to Di anne
Dobbeck in the Policy and Anal ysis Departnent at (212) 720-
2610

Si ncerely,
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**Signed by Kenneth P. Lamar**

Kennet h P. Lamar
Assi stant Vice President
Fi nanci al Reports Depart ment

2002:

Schedul e HI

— Report of

| ncone

1. “Anortization expense of intangible assets (including
" (ltem 7.c) was replaced with two itens:

goodwi | |'),
“Goodw | |

I mpai r ment

| osses” (item7.c (1)) and
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“Anprtization expense and inpairnment |osses for other
i ntangi bl e assets” (item7.c (2)).

2. “Other noninterest income” (Menorandumitem 6) and “Ot her
noni nt erest expense” (Menorandumitem 7) were revised to add
specific line item captions for the nore comonly |isted
conponents. Blank text fields |ike those previously
contained in Menoranda itenms 6 and 7 will be retained for
noni nterest income and expense itens not specifically
covered in the preprinted captions. |In addition, Menoranda
items 6 and 7 will collect all amounts that exceed the 1
percent threshold, not just the three | argest anounts.

3. The preprinted caption itemin 8.a (1) was revised to
“Ef fect of adopting FAS 142, Goodwi || and O her I|ntangible
Assets.”

4. The criteria for the reporting of “Tradi ng revenue”
(Menmoranda item 9) was revised to state that this itemis to
be conpl eted by bank hol ding conpani es that reported average
tradi ng assets (Schedule HC-K, item4.a) of $2 mllion or
more for any quarter of the preceding cal endar year, rather
than as of the March 31° report date of the current
cal endar year.

5. Exi sting Menorandumitem “Prem uns” (item 12(b)) was
separated into two separate itens: “Prem unms on insurance
related to extension of credit” (item 12(b)(1)) and “All
ot her insurance premunms” (item 12(b)(2)).

Schedule HI -B, Part | — Charge-offs and Recoveries on Loans
and Leases

The amount of charge-offs and recoveries for closed-end | oans
on 1-4 famly residential properties (in donestic offices) was
separated into closed-end | oans secured by first nortgages
charged-off and recovered (item1.c (2)(a)) and cl osed-end

| oans secured by junior liens on such properties charged-off
and recovered (iteml.c (2)(b)).

Schedule HI -B, Part Il — Changes in Allowance for Loan and
Lease Losses

Notes to the Incone Statenment (item 1) was noved to Schedul e
HI -B, part Il "LESS: Wite-downs arising fromtransfers of
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| oans to a held-for-sale account” (item 4) and existing itens
4 through 6 were renunbered as itens 5 through 7.

Schedul e HC — Consol i dat ed Bal ance Sheet

1. The reporting of federal funds sold was separated from
securities purchased under agreenents to resell and the
reporting of federal funds purchased was separated from
securities sold under agreenents to repurchase. The
revi sed bal ance sheet now has separate asset and liability
items for federal funds transactions in domestic offices
(items 3.a and 14.a) and for all securities
resal e/ repurchase agreenents in donestic and foreign
of fices, regardless of maturity (items 3.b. and 14.Db).

2. Immedi ately avail able funds borrowed from a Federal Home
Loan Bank for one business day are no | onger reported as
federal funds purchased. Accordingly, these overnight
advances should be reported on the bal ance sheet in
Schedul e HC, “Other borrowed noney” (item 16) and in
Schedule HC-M “Ot her borrowed noney with a renmaining
maturity of one year or less” (item 14.Db).

Schedul e HC-D — Trading Assets and Liabilities

The criteria for the filing of Schedule HC-D was revised to
state that this schedule is to be conpleted by bank hol di ng
conpani es that reported average tradi ng assets (Schedul e HC- K,
itemd4.a) of $2 mllion or nore for any quarter of the
precedi ng cal endar year, rather than as of the March 31°
report date of the current cal endar year.

Schedul e HC-1 — I nsurance-Rel ated Activities

1. The schedule was retitled as "I nsurance-Rel ated
Underwriting Activities (including reinsurance)"” and
instructions were revised to state that all top-tier bank
hol di ng conpanies (rather than just top-tier financial
hol di ng conpani es) nmust conplete this schedul e.

2. New line itens were added to Part |, Property and Casualty,
and Part |1, Life and Health, for the separate reporting of
(1) total assets, (2) total equity, and (3) net incone, for
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each of these two types of underwiting activities.

A new item was added to Part Il, Life and Health, for the
reporting of reinsurance recoverabl es.

Part |11, Al Insurance-Related Activities was del eted.

Schedul e HC-L — Derivatives and Of f - Bal ance- Sheet |tens

. Four new itens were added to capture the gross positive and

gross negative fair values of credit derivatives where the
bank hol ding conpany is the guarantor (itenms 7.a (1) and
(2)) and where the bank hol ding conpany is the beneficiary
(items 7.b (1) and (2)).

. “Al'l other off-balance-sheet itens” (item 9) was revised to

add line item captions for sone of the nore commonly |isted
significant conponents for each item Blank text fields

| i ke those previously contained in item9 were retained for
ot her off-bal ance-sheet itens not specifically covered in
the new line item captions.

Schedul e HC-M — Menor anda

1.

The yes/ no question asked in item8 was revised to ask if a
busi ness conbi nati on occurred during the cal endar year that
was accounted for by the purchase nethod of accounting.

. Schedul e HC-M was revised to incorporate two of the itens

previously reported on the FR Y-9CS. Only top-tier

financi al hol ding conpanies (FHCs) will continue to report
these itens. Top-tier FHCs will report in Menoranda itens 20
and 21 the net assets of (1) Broker-Deal er subsidiaries
engaged in underwiting or dealing securities pursuant to
Section 4(k)(4)(E) of the Bank Hol di ng Conpany Act and (2)

| nsurance underwriting subsidiaries. |In addition, these two
items will no |longer be considered confidential.

Schedul e HC-N — Past Due and Nonaccrual Loans, Leases, and
Ot her Assets

1.

The amount of cl osed-end | oans secured by first nortgages on
1-4 famly residential properties (in donmestic offices) that
are past due 30 days or nore or in nonaccrual status (item
l.c (2)(a)) was separated from past due and nonaccrual
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cl osed-end | oans secured by junior |iens on such properties
(in donestic offices) (iteml.c (2)(b)).

2. A new Menorandum “Loans and | eases held for sale (included
in Schedule HC-N, itenms 1 through 8, above)” (item5) was
added to report these | oans that are past due 30 through 89
days and still accruing, past due 90 days or nore and still
accruing, or in nonaccrual status.

Schedul e HC-R — Regul atory Capit al

1. Existing items 8 and 9 were renunbered as items 9.a and 9. b
and item 8 was added as the subtotal of items 1 through 7
(i.e., the sumof itenms 1 and 6, less itens 2, 3, 4, 5, and
7).

2. Schedule HC-R, item 50 was revised to include all recourse
and direct credit substitutes (other than financial standby
letters of credit) subject to the |owIlevel exposure rule
and residual interests subject to a dollar-for-dollar risk-
based capital requirenent.

3. The caption to Menorandumitem 3 was revised to elimnate
the term “perpetual” fromthe caption. 1In addition
exi sting Menorandumitem 3(a)(3) was renunbered as
Mermor andum i tem 3(b) to distinguish between the reporting of
per petual preferred stock (in Menmorandumitens 3(a)(1) and
3(a)(2)) and trust preferred securities that are reported in
mnority interest on the balance sheet. The line item
caption for Menorandumitem 3(b) will not change — only the
line item nunmber to provide clarity for the reporting of
these types of securities.

4. Exanpl es were added to the end of the instructions for
Schedul e HC-R to assi st respondents in determ ning the
anmount of cunul ative preferred stock and trust preferred
securities that qualify for inclusion in Tier 1 capital.

| nstructions

I nstructional revisions and clarifications were nmade to
correspond to the reporting form changes descri bed above, and
to conformw th changes made to the comrercial bank Cal
Report instructions (FFEIC 031/041). Such changes i nclude
incorporating into the line iteminstructions suppl ement al
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gui dance issued in Decenber 2001 regardi ng: servicing,
securitization, and asset sale activities; inpairnment of
servicing assets; reporting income frominsurance-rel ated
income in the incone statenent; and standby letters of credit

i ssued by a Federal Honme Loan Bank. In addition, the glossary
was expanded to provide new entries for the foll ow ng
i nsurance-rel ated ternms: contracthol der; insurance

conm ssi ons; insurance prem uns; insurance underwriting;
pol i cyhol der; reinsurance; reinsurance recoverables; and
separate accounts.
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Significant Revisions to the FR Y-9LP for March 2002:

Schedul e PI — Parent Conpany Only Inconme Statenent

A new item “Interest expense paid to special -purpose
subsidiaries that issued trust preferred securities”
(Mermorandum i tem 4) was added.

Schedul e PC-B — Menoranda

A new item “Not es payable to special - purpose subsidiaries that
i ssued trust preferred securities” (ltem 16) was added.

| nstructi ons

I nstructional revisions and clarifications were nade to
correspond to the reporting form changes descri bed above, and
to conformwith certain changes made to the FR Y-9C
i nstructions.

Significant Revisions to the FR Y-11Q for March 2002:

| nstructi ons

1. Under the General Instructions’ section entitled “Who Mist
Report”, the instructions were revised to clarify that bank
hol di ng conpani es should not submt a FR Y-11Q for
subsidiaries that are inactive as of the end of the
reporting period.

2. Inconme Statenent item “Other noninterest expense,” (item
7(b)(3)) was revised to conformto the new accounting
standards for goodwi || and other intangi ble assets.

3. Bal ance Sheet itenms “Intangi ble Assets” (item 9) and “All
other liabilities” (item17) were revised to conformto the
new accounti ng standards for goodw || and ot her intangible
assets.



