
F e d e r a l  R e s e r v e  B a n k

OF DALLAS

DALLAS, TEXAS 
75265-5906

Notice 95-02

TO: The Chief Executive Officer of each 
member bank and others concerned in 
the Eleventh Federal Reserve District

SUBJECT

Decision and Recommendation Regarding 
Financial Accounting Standards Board (FASB)

Statements No. 114 and No. 109

DETAILS

The Task Force on Supervision of the Federal Financial Institutions Exam
ination Council (FFIEC) has announced its decision regarding the regulatory reporting 
treatment of allowances established under FASB Statement No. 114, "Accounting by 
Creditors for Impairment of a Loan," and its recommendation to the agencies pertaining 
to regulatory capital issues arising from FASB Statement No. 109, "Accounting for 
Income Taxes."

ATTACHMENT

A copy of the FFIEC’s press release is attached.

MORE INFORMATION

For more information, please contact Dorsey Davis at (214) 922-6051. For 
additional copies of this Bank’s notice, please contact the Public Affairs Department at 
(214) 922-5254.

Sincerely yours,

For additional copies, bankers and others are encouraged to use one of the following toll-free numbers in contacting the Federal 
Reserve Bank o f  Dallas: Dallas Office (800) 333 -4460; El Paso Branch Intrastate (800) 592-1631, Interstate (800) 351-1012; Houston  

Branch Intrastate (800) 392-4162, Interstate (800) 221-0363; San A ntonio Branch Intrastate (800) 292-5810.

R O B E R T  D. M c T E E R ,  J R .
P R E S I D E N T

A N D  C H I E F  E X E C U T I V E  O F F I C E R  JanUaty 6 1995

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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Press Release

For immediate release November 18, 1994

The Task Force on Supervision of the Federal Financial 

Institutions Examination Council (FFIEC)1 announced today its 

decision regarding the regulatory reporting treatment of allowances 

established under Financial Accounting Standards Board (FASB) 

Statement No. 114, "Accounting by Creditors for Impairment of a 

Loan" (FAS 114), and its recommendation to the agencies pertaining 

to regulatory capital issues arising from FASB Statement No. 109, 

"Accounting for Income Taxes" (FAS 109). The Task Force's actions 

were taken under delegated authority.

FAS 114

The Task Force on Supervision has decided that the 

portion of an institution's allowance established pursuant to FAS 

114 should be reported as part of the general allowance, which is

1 The FFIEC consists of representatives from the Board of 
Governors of the Federal Reserve System (FRB), the Federal Deposit 
Insurance Corporation (FDIC), the Office of the Comptroller of the 
Currency (OCC), the Office of Thrift Supervision (OTS) (referred to 
as the "agencies"), and the National Credit Union Administration. 
The Task Force on Supervision is comprised of staff members from 
each of the agencies. The actions discussed in this press release 
are not directed to credit unions.

Board of Governors of the Federal Reserve System, Federal Deposit Insurance Corporation, National Credit Union Administration, 
Office of the Comptroller of the Currency, Office of Thrift Supervision



includable in Tier 2 capital subject to a limit of 1.25 percent of 

gross risk-weighted assets. In concluding that the FAS 114 

allowance is general in nature, the Task Force notes that all 

amounts identified as losses (i.e., loss classifications) are 

excluded from the general allowance.

The Task Force has also reaffirmed existing supervisory 

policies that require banks to promptly charge-off identified 

losses and require savings associations to promptly charge-off or 

use specific allowances (which are reported separately from general 

allowances) for identified losses. With respect to impaired 

collateral-dependent loans, the agencies generally classify as loss 

any portion of the loan balance that exceeds the amount that is 

adequately secured by the fair value of the collateral; such losses 

on collateral-dependent loans will not be included in the general 

allowance or Tier 2 capital. Also, as previously announced, the 

FFIEC has decided to maintain its existing regulatory nonaccrual 

policies for problem loans.

FAS 109

The Task Force on Supervision is recommending to the 

agencies that they finalize their proposed amendments to regulatory 

capital standards to limit the amount of deferred tax assets 

reported pursuant to FAS 109 that can be used to meet capital 

requirements. As previously proposed, the Task Force recommends 

that, to the extent the realization of deferred tax assets is 

dependent on an institution's future taxable income, such deferred 

tax assets be limited for regulatory capital purposes to the amount
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that the institution expects to realize within one year of the 

quarter-end report date, or ten percent of Tier 1 capital, 

whichever is less. Under the Task Force's recommendation, deferred 

tax assets that can be realized from taxes paid in prior carryback 

years and from future reversals of existing taxable temporary 

differences would generally not be limited.

# # #
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