FEDERAL RESERVE BANK OF NEW YORK

NEw YoRrK, N.Y. 10045-0001

AREA CODE 212-720-5000

April 3, 2003

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

Subj ect: Bank Hol di ng Conpany Reporting Requirements for
March 31, 2003

Encl osed are two copies of the follow ng report forms and
instructions for the March 31, 2003 reporting date:

(1) Consolidated Financial Statenents 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) Financial Statements of U S. Nonbank Subsi diaries of
U. S. Bank Hol di ng Conpanies (FR Y-11); and

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

There have been several changes to the FR Y-9C reporting
form and instructions, mnor changes to the FR Y-9LP report
formand instructions and mnor clarification to the FR Y-11.

Si gni ficant accounting updates and revisions to the reports
have been provided in this letter and in Attachment 1. There
are no revisions to the FR Y-12 for this quarter.

Reports Subm ssion

An original and two copies (one-sided) of each conpl eted
bank hol ding conpany report nust be returned to this bank by
mai | or nessenger by the dates |listed below. Under the
Regul atory Reports Monitoring Program the tineliness of
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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
FR Y-12 is Thursday, May 15, 2003. Any FR Y-9C, FR Y-9LP,
or FR Y-12 reports received after 5:00 p.m on My 15 w ||
be considered | ate unl ess postmarked by Mnday, May 12 or sent
by overni ght service by Wdnesday, My 14.

The subm ssion deadline for the FR Y-11 is Friday May 30,
2003. Any reports received after 5:00 p.m on May 30 will be
considered | ate unl ess postmarked by Tuesday, May 27 or sent
by overni ght service by Thursday, My 29.

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

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

FASB I nterpretation No. 45

I n Novenber 2002, the FASB issued Interpretation No. 45,
Guar antor’s Accounting and Di scl osure Requirenments for
Guar ant ees, Including Indirect Guarantees of |Indebtedness of
OGthers. This interpretation clarifies that a guarantor is
required to recognize, at the inception of a guarantee, a
liability for the fair value of the obligation undertaken in
i ssuing the guarantee. Anong the types of guarantee contracts
to which the provisions of Interpretation No. 45 apply are:

financial standby letters of credit, which are irrevocable
undertakings, typically by a financial institution, to

guar antee paynent of a specified financial obligation, and
performance standby letters of credit, which are irrevocabl e
undert aki ngs by a guarantor to make paynents in the event a
specified third party fails to performunder a nonfinanci al
contractual obligation.
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Comrercial letters of credit and other | oan commtnents,
and subordinated interests in securitizations, are not
consi dered guarantees under Interpretation No. 45. Bank
hol di ng conpani es (BHCs) should refer to Interpretation No. 45
for further information on the types of guarantee contracts to
which the interpretation’s initial recognition and nmeasurenent
provi sions do and do not apply.

For financial and performance standby letters of credit
and other types of guarantees subject to the interpretation,
when a BHC or its subsidiary issues the guarantee, it nust
recogni ze on its balance sheet a liability for that guarantee.

In general, the initial neasurenent of the liability is the
fair value of the guarantee at its inception. \Wen a BHC or
its subsidiary issues a guarantee in an arm s |ength
transaction with a party outside the consolidated BHC, the
liability recognized at the inception of the guarantee shoul d
be the premiumor fee received or receivable by the guarantor.

However, if the BHC or its subsidiary issues a guarantee for
no consi deration, the liability recognized at inception should
be an estimte of the guarantee’s fair val ue.

In the unusual circunstance where, at the inception of a
guarantee, it is probable that a | oss has been incurred and
its anount can be reasonably estimated, the liability to be
initially recognized for that guarantee should be the greater
of the premum or fee received or receivable by the guarantor
or the estimated |l oss fromthe |oss contingency that must be
accrued under FASB Statenent No. 5, Accounting for
Conti ngenci es.

I nterpretation No. 45 does not prescribe a specific
account for the guarantor’s offsetting entry when it
recogni zes the liability at the inception of a guarantee
because that offsetting entry depends on the circunstances.
If a BHC or its subsidiary issued a standby letter of credit
or other guarantee in a standal one transaction for a prem um
or fee, the offsetting entry would reflect the consideration
the BHC or its subsidiary received, such as cash, a
recei vable, or a reduction of a deposit liability. In
contrast, if the BHC or its subsidiary received no
consideration for issuing the guarantee, the offsetting entry
woul d be to expense.

The interpretation does not describe in detail how a



FEDERAL RESERVE BANK OF NEW YORK 4

April 3, 2003

BHC s or its subsidiary’s liability for its obligations under
its guarantees should be neasured subsequent to initial
recogni tion. However, the accounting for fees received for

i ssuing standby letters of credit has been, and should
continue to be, governed by FASB Statenment No. 91, Accounting
for Nonrefundabl e Fees and Costs Associated with Originating
or Acquiring Loans and Initial Direct Costs of Leases. Under
Statement No. 91, such fees are termed “comm tnent fees.”

For FR Y-9C purposes, BHCs should apply the initial
recognition and measurenent provisions of Interpretation No.
45 on a prospective basis to guarantees issued or nodified
after Decenber 31, 2002, irrespective of the BHC s fiscal
year - end. A BHC s previous accounting for guarantees issued
prior to January 1, 2003, should not be revised.

FASB | nterpretation No. 46

The FASB issued Interpretation No. 46, Consolidation of
Variable Interest Entities, in January 2003. This
interpretation explains howto identify a “variable interest
entity” (previously referred to as a “special purpose entity”)
(VIE) and how an organi zati on should assess its interests in a
VIE to decide whether to consolidate that entity. VIEs often
are created for a single specified purpose, for exanple, to
facilitate securitization, |easing, hedging, research and
devel opnent, and reinsurance. Mst small BHCs are unlikely to
have any “variable interests” in VIEs.

In general, a VIE is an entity in which either the
controlling financial interests are not voting interests or
the equity investors do not bear the entity’s residual
economi c risks. A variable interest is a contractual or
ownership interest in an entity that changes when the val ue of
the entity’s net assets changes. An organization that has a
vari able interest (or a conbination of variable interests)
that will absorb a mpjority of a VIE s expected | osses if they
occur, receive a mpjority of the entity’s expected residual
returns if they occur, or both, is the “primary beneficiary”
of the VIE and nust consolidate it.

For FR Y-9C purposes, BHCs with variable interests in
VIEs created after January 31, 2003, nust apply the provisions
of Interpretation No. 46 to those entities immediately. A BHC
that is a public conpany and has a variable interest in a VIE
created before February 1, 2003, nust apply the provisions of
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Interpretation No. 46 to that entity no later than the

begi nning of the first interimor annual reporting period

begi nning after June 15, 2003. A BHC that is not a public
conpany but has a variable interest in a VIE created before
February 15, 2003, rnust apply the provisions of Interpretation
No. 46 to that entity no later than the end of the first

annual reporting period beginning after June 15, 2003.

Al ocated Transfer Ri sk Reserves

For BHCs that have all ocated transfer risk reserves
(ATRRs) related to | oans and | eases, the way in which the ATRR
and rel ated provisions should be reported on the FR Y-9C
bal ance sheet and i ncone statenment has changed this quarter.
Any ATRRs related to | oans and | eases should be included on
t he bal ance sheet in Schedule HC, item4.c, “Allowance for
| oan and | ease |losses.” This neans that these ATRRs shoul d no
| onger be deducted directly fromthe individual |oans to which
they relate in the FR Y-9C | oan schedul e (Schedul e HC-C).

The anount of any ATRRs related to | oans and | eases held
for investment should be disclosed in new Menmorandum item 1 of

Schedule HI -B, part Il. In addition, provisions for allocated
transfer risk related to | oans and | eases should be included
in Schedule HI, item4, “Provision for |oan and | ease | osses.”

Any ATRRs for assets other than | oans and | eases held for
i nvest mnent should continue to be deducted directly fromthe
i ndi vi dual assets for FR Y-9C bal ance sheet purposes.

ATRRs are not eligible for inclusion in either Tier 1 or
Tier 2 capital. Therefore, because the allowance for |oan and
| ease | osses will include any ATTRs related to | oans and
| eases held for investnment, BHCs should ensure that they
deduct these ATRRs from the anmount of the |loan | oss all owance
reported on the FR Y-9C bal ance sheet when determ ning the
“Al'l omance for |loan and | ease |osses includible in Tier 2
capital” and the “Excess allowance for | oan and | ease | osses”
to be reported in Schedule HC-R, itens 14 and 60,
respectively. The entire anount of a bank’s ATRR shoul d be
reported in Schedule HC-R, item 61.

Reporting Certain Loans as Held for Sale or Held for
| nvest nent

The General Instructions for Part | of the |oan schedule
(Schedul e HC-C) has been revised to identify two situations in
whi ch | oans shoul d be reported as held for sale or held for
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i nvest nent, based on facts and circunstances.

Loan Conmm tnents That Miust Be Accounted for as Derivatives

FASB St atenent No. 133 I nplenentation Issue No. C13
descri bes the circunstances in which a |l oan comm tnent nust be
accounted for as a derivative. According to |Issue No. C13,
| oan commtnments that relate to the origination or purchase of
nortgage | oans that will be held for sale nust be accounted
for as derivative instruments in accordance with Statenent No.
133, Accounting for Derivative Instrunents and Hedgi ng
Activities. However, |oan commtnents that relate to the
origination or purchase of nortgage |loans that will be held
for investnment, i.e., loans for which the bank hol ding conpany
or its subsidiaries has the intent and ability to hold for the
foreseeable future or until maturity or payoff, are not
consi dered derivatives. |In addition, commtnments that rel ate
to the origination of other types of |oans (that is, other
t han nortgage | oans) are not considered derivatives.

Mort gage | oan comm tnents that nust be accounted for as
derivatives are considered over-the-counter witten interest
rate options. Therefore, because they are derivatives, these
comm tments should not be reported as unused commtnents in
item 1l of Schedule HC-L, Derivative and O f - Bal ance Sheet

Items. Instead, nortgage | oan commtnents that are
derivatives nmust be reported on the bal ance sheet (Schedul e
HC) at fair value. 1In addition, the par value of the nortgage

| oans to be acquired under these comm tnents nust be reported
in Schedule HC-L, item11.d.(1), colum A, and in Schedul e HC
L, item 13, colum A. The fair value of these nortgage | oan
comm tnments nust be reported in the appropriate subitem of
Schedule HC-L, item 14.b. As witten options, nortgage | oan
comm tnments that are derivatives are not covered by the

agenci es' risk-based capital standards.

The unused portion of |loan comm tnents that are not
consi dered derivatives should continue to be reported in
Schedule HC-L, item 1. Unused commtnents with an ori gi nal
maturity exceedi ng one year are subject to the risk-based
capital standards and nust be reported in Schedule HC-R, item
53.

Accel erated Filing Deadline
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The Board approved the acceleration of the filing
deadline for top-tier FR Y-9C filers and will follow the SEC s
phased-i n approach by inplenmenting a 40-day deadline in June
2004 and a 35-day deadline in June 2005. The new filing
deadl i nes apply for the March, June, and Septenber report
dates. The Decenber filing deadline for top-tier FR Y-9C
filers will remain at 45 days after the report date.

The 35-day deadline is defined as “5 business days after
the 30'" day after the report date” to allowtine for
integration of bank data in the event that the 30'"" day falls
on a weekend.

The FR Y-9LP, FR Y-9SP, FR Y-9ES and all lower-tier BHCs
that file the FR Y-9C are not subject to the accel erated
deadline. The deadline for these reports will remain at 45
days after the report date.

Mandat ory El ectroni ¢ Subm ssi on

Effective with the June 30, 2003 report date, all FR Y-9C
and FR Y-9LP filers are required to submt these reports
el ectronically. Any Bank Hol di ng Conpany currently not
submtting these reports electronically should contact Carolyn
Polite at (212) 720-5415 for information concerning the
procedures for electronic subm ssion.

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
to the nonitoring edits. Please note these updates to ensure
your institution neets these edit tests. Also, to avoid
common reporting errors, we are now providing a |ist of edit
checks which we perform between the FR Y-9LP and FR Y-9C
reports.

El ectroni ¢ Subni ssion Option

Thi s Bank of fers bank hol di ng conpani es the option of
subm tting their FR Y-11 and FR Y-12 reports el ectronically.
Any bank hol di ng conpany interested in submtting these
reports electronically should contact Carolyn Polite at (212)
720-5415 for information concerning the procedures for
el ectronic transm ssion. Bank hol di ng conpani es choosing to
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submt these reports electronically nust maintain in their
files a signed printout of the data submtted. The cover page
of the Reserve Bank supplied report forms should be used to
fulfill the signature and attestation requirenent and this
page should be attached to the printout placed in the bank
hol di ng conpany's fil es.

In 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 Hlda Hyman at (212) 720-2364.

Website

Report forms and instructions for the FR Y-9C, FR Y-9LP,
FR Y-11 and FR Y-12 are al so avail able on the Federal Reserve
Board’s web site at ww. federal reserve. gov under “Reporting
Fornms”.

Questions regarding these reports should be addressed to
Moni ca Posen at (212) 720-8239. Questions regarding the
capital adequacy guidelines should be directed to Di anne
Dobbeck in the Policy and Analysis Departnment at (212) 720-
2610.

Si ncerely,

**Signed by Kenneth P. Lamar**

Kenneth P. Lamar
Vi ce President
Fi nanci al Reports Depart ment



ATTACHVENT 1

Significant FR Y-9C Instructions March 2003

Report Form and Correspondi ng I nstructions

1. Split Schedule H, “lInsurance comm ssions and fees” (Item
5.h) into two new itens, “lnsurance and reinsurance
underwriting incone” (ltem5.h(1)) and “Incone from ot her
i nsurance and reinsurance activities” (Item5.h(2)).

2. Mdified “no” response to “0” on Incone Statenent,
menoranda Item 13.

3. Added two new itens, “Stock-based enpl oyee conpensati on
expense (net of tax effect)” (Item M 14) and “ Stock-based
enpl oyee conpensati on expense (net of tax effects)
cal cul ated for all awards under the fair val ue nethod”
(l'tem M 15) to Schedul e H nmenorandum secti on.

4. Added two new itens, “Uncollectible retail credit card
fees and finance charges reversed agai nst incone” (ltem

M 3) to Schedule HI-B, part |, nmenoranda.

5. Added a new item “Allocated transfer risk reserve
included in Schedule H -B, part Il, item7” to Schedule HI-
B, part 11, nmenoranda.

6. Added two new itenms, “Separate valuation allowance for
uncol l ectible retail credit card fees and fi nance charges”
(l'tem M 2) and “Anpunt of allowance for |oan and | ease
| osses attributable to retail credit card fees and finance
charges” (Item M 3) to Schedule H -B, part |1, nmenoranda.

7. Added a new business conbi nati on schedule, “Notes to the
I nconme St atement -Predecessor Financial Itens.”

8. Deleted references to netting allocated transfer risk
reserve fromitenms on Schedul e HC-C.

9. Added a new item “Qutstanding credit card fees and
finance charges” (ltem M 4) to Schedul e HC-C, nenoranda.

10. Revi sed the captions on Schedule HC-D, itens 11 and 14.
The caption for item 11 now reads “Reval uation gains on
derivative contracts” and the caption for item 14 now reads
“Reval uation | osses on derivative contracts.” Also, the
instructions were clarified to include credit derivatives
in these itens.



11.

12.

13.

14.

15.

16.

17.

18.

Added a new item “Cash surrender value of life
i nsurance” (l'tem5.a) to Schedule HC-F
Revi sed “no” response to “0” for Schedule HC-M itens 8,

9, 10, 11, 15, 17, 18, and 19.

On Schedule HC-M renunbered item20 to item 20.a with
the caption “Net assets.” Added the following itens:
“Bal ances due fromthe bank hol di ng conpany (parent conpany
only), gross” (ltem 20.b(1)), “Balances due from subsidiary
banks of the bank hol di ng conpany, gross” (ltem 20.b.(2),
“Bal ances due from nonbank subsidiaries of the bank hol di ng
conpany, gross” (ltem 20.b(3), “Balances due to the bank
hol di ng conpany (parent conpany only), gross” (ltem
20.c(1)), “Balances due to subsidiary banks of the bank
hol di ng conpany, gross” (ltem 20.c(2)), “Balances due to
nonbank subsidi aries of the bank hol ding conpany, gross”
(I'tem 20.¢(3)), and “Interconpany liabilities reported in
items 20.c(1), 20.c(2), and 20.c(3) above that qualify as
liabilities subordinated to clainms of general creditors”
(I'tem 20.d).

Added two new itens “Additions to nonaccrual assets during
the quarter” (Iltem M 7) and “Nonaccrual assets sold

during the quarter” (Item M 8) to Schedul e HC- N,

menor anda.

Del eted footnote reference on Schedule HC-R, item 39.

On Schedule HC-S, revised the caption for Item2.a to read
“Credit enhancing interest-only strips.” Revised the
caption for item2.b, splitting out standby |letters of
credit and ot her enhancenents. The caption now reads
“Subor di nat ed securities and other residual interests.”

Added a new item “Standby letters of credit and ot her
enhancenents” (ltem 2.c) to Schedul e HC-S.

Added a new item “Qutstanding credit card fees and
finance charges” (IltemM4) to Schedule HC-S, nenoranda.

| nstructions Only

1.

The General Instructions section was entirely reorganized
into four main topics: VWho Must Report, VWhere to Submt the
Reports, When to Submt the Reports, and How to Prepare the
Reports.
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2. Revised instructions regarding the treatnent of allocated
transfer risk related to | oans and | eases was added.



Revised instructions to reflect FASB Statenent No. 144
provi sions were added to the instruction for Schedule HI,
item 12.

The instructions were clarified to reference credit
derivative contracts along with other derivative contracts in
Schedule HC-D, itenms 9, 11 and 14 and the d ossary “Trading
Account” entry.

Revi sed instructions were added regarding credit card fees
and finance charges.

Added an entry for “Accrued Interest Receivable Related to
Credit Card Securitiztion” to the G ossary.

The G ossary entry for “Derivatives Contracts-Reporting
Derivative Contracts” was clarified regarding freestanding
derivatives held for purposes other than tradi ng and enbedded
derivatives that nust be accounted for separately under FASB
Statement No. 133.

The d ossary entry for “Foreclosed Assets” was nodified
regardi ng SOP 92-3.

Significant Revisions to the FR Y-9LP for March 2003

Report Form and Correspondi ng I nstructions

1.

to

2.

Added two new itens, “Total conbined | oans and | eases of
nonbank subsidiaries” (Item 15.b) and “Total aggregate
operating revenue of nonbank subsidiaries” (Item 15.c)
Schedul e PC-B

On Schedule PC-B, itens 15.b, 15.c, 15.d, 15.e, and 15.f

wer e renunbered to itens 15.d, 15.e, 15.f, 15.9g, and 15. h,

respectively.

Significant Revisions to the FR Y-11 for March 2003

| nstructions Only

1.

Clarified the reporting criteria on the General Criteria
Chart in the General Instructions to indicate that for

annual filers of the abbreviated report, FR Y-11S, the
subsidiary’s total assets are greater than 1% of the top
tier consolidated assets.



2. Revised the instructions for Schedule IS, “Pertaining to
nonr el ated organi zations” (ltem 7(a)) to clarify that al
ot her noni nterest expense pertaining to nonrel ated
organi zati ons should be included in this item

3. Corrected the instructions for Schedule BS-M * Conmerci al
paper issued” (ltem9) to indicate that this item should
i ncl ude the comercial paper reported in Schedul e BS,
“Ot her borrowed nmoney with a remaining maturity of one
year or |ess” (item 12).

4. Corrected the parenthetical instruction in the caption of
Schedul e BS-M “Bal ances due to related institutions,

gr oss” (I'tem 12) to indicate that this item should include

bal ances i ncluded in Schedule BS, item 16.



