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FEDERAL RESERVE BANK

OF NEW YORK

November 4, 1976

S E C U R IT IE S  O F  M E M B E R  S T A T E  B A N K S

A m e n d m e n t  to  R e g u la t io n  F  T o  C o n fo r m  W ith  SE C  R u le s

T o  A l l  S ta te  M e m b e r  B a n k s  in the S e c o n d  F e d e ra l R e s e r v e  D is t r ic t :

Follow ing is the text o f a statement issued October 14 by the Board o f Governors o f the 
Federal Reserve System :

The Board of Governors of the Federal Reserve System  today amended its Regulation F  (Securities of 
Member State B anks) to make its reporting requirements conform to comparable rules of the Securities and 
exch an ge Commission.

The amendment becomes effective Novem ber 15, 1976.

The Board acted under the Depository Institutions Act of 1974 requiring the Board to make its Regula- 
prQ1 riat”0n*0rm t0 rules unless the Board determines that such changes are unnecessary or inap-

Under the amended Regulation, State member banks that are subject to Regulation F will file expanded  
quur er y reports to include a condensed balance sheet, a summary statement of changes in financial position a 
narrative analysis of results of company operations, and additional financial disclosures deemed appropriate by 
management. T he amended Regulation provides also for certain changes in accounting procedures, including- 
revised reporting treatment of the bank’s reserve for loan losses, and repositioning of reports of subordinated debt 
unearned income on loans and direct loan financing, and for specified additional information in the annual 
financial reports of certain larger member banks subject to Regulation F.

I he amendment as adopted was substantially sim ilar to changes in Regluation F proposed by the Board 
m February, except that the due date of the new quarterly report will be 45 days after the end of the quarter 
instead of 50 days as proposed. M

In subm itting the amendment for publication in the Federal Register, the Board of Gover
nors made the follow ing additional statem ent:

XTO4Bn Q 7fiiCf  Pf 0P°!Td trr lemaking <>f February 26, 1976, appearing in the Federal Register (41 Fed. Reg. 
Act ,,f 914 isa m e r d e d  ‘°  '** »"*hori1 r "V 'er sccti»" 12(i» of the Securities E xchange
her State Banks (12  TFR  ;C' / 1 }’ ProPo se d to revise its regulations governing Securities of M em-
is.nlvl h SLnS  v C R ° rf -r that t,K>y be ! ubstantially similar to comparable rules and regulations

sued by the Securities and E xchange Com m ission ( S E C ” )- The proposed revisions would expand the disclos
ure required by the quarterly reporting form under R egulation F  (Form  F -4 ) , require disclosure of selected  
financial data in notes to annual financial statements of certain registrants, and change the term inology and place
ment of certain items in financial statements in order to  adhere more closely to generally accepted accounting 
principles and recently revised supervisory Reports of Condition and of Income. ^ cou n tin g

A  A s a result of a review of the proposed revision and o f the comments received thereon, the follow ing is 
tin only change made regarding the proposed am endm ents, in addition to clarifying language changes:

I he due date for filing a Form  F-4 has been changed from the thirtieth day to the forty-fifth day after the
^ u h e m e n t s A t  hv rh, £  p r  T  ’ “ T f  ° f each. fiscal T his change, which is consistent with filing 
rtqu re nunts set by tlu SEC with respect to quarterly reports, will allow reporting banks an additional 15 days 
m which to prepare and submit the expanded Form F-4. i s  LD ua>s

II The Board received other comments suggesting revisions to the proposed amendments - however the 
li’™ '  !'b  determined that such revisions are not appropriate because they do not conform to generally accepted

(  n a i X ' s i ' r  n i b  T  p, r ,ces- W0ULd ? ake. the amendments not substantially somHar
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the suggestion may have merit, the Board believes that adoption of it would not be feasible at this time. A con
siderable num ber of member banks registered under Regulation F  lack the computer data processing capacity 
to compute average daily balances. Further development of means of computing average daily financial data by 
banks would be necessary before the Board should require reporting in terms of average daily balances, and thus 
the Board rejected this particular suggestion to avoid placing an undue burden on registrants who do not as yet 
compile such data. Further, the proposed statement of changes in financial position conforms to present financial 
reporting standards and to SE C  regulations.

A nother commentator recommended that the proposed revision that would require the reporting of subor
dinated notes and debentures on Regulation F  balance sheets as liabilities rather than as capital accounts be 
modified to distinguish between different types of subordinated debt instrum ents. This commentator agreed that 
subordinated debt on which interest and principal are payable unconditionally should properly be classified as 
a liability ; however, the commentator believes that subordinated debt on which the payment of principal and 
interest is expressly dependent upon earnings and adequacy of capital should be classified as capital. This sug
gestion conceivably might be appropriate if there were many outstanding subordinated debt issues payable solely 
out of an issuer’s earnings, as there once were in the 1930’s. However, since the incidence of such subordinated 
issues is rare, if any are outstanding at all, there is no necessity for such a revision to the B oard’s proposed 
amendment.

C. The following two m atters were mentioned in the F e d e r a l  R e g i s t e r  notice of the proposed amendments 
and are repeated herein to ensure that the effects of certain of the amendments are clearly understood.

1. The amendments to Form  F-4 include a provision for balance sheet data as of the end of the m ost recent 
quarter and as of the same date in the preceding year. T he comparative balance sheet and changes iti financial 
position data required by Form  F-4 will not be required for interim periods beginning prior to the effective date 
of this amendment.

2. As indicated in General Instruction ( a ) ( 1 )  relating to the use of Form  F-4, that form is only a guide
for use in preparation of quarterly reports. Q uarterly  reports in other formats, such as reports of condition, may 
be filed so long as they provide the information required by Regulation F.

Enclosed is a copy o f the amendment to Regulation F, effective November 15, 1976, which  
has been reprinted from  the Federal Register of October 21, 1976. Copies o f the revised Regu
lation F form s ( F -4  and F -9 ) will be mailed to you as soon as they become available.

Q uestions on this m atter may be directed to our Bank R egulations Departm ent. Additional 
copies o f the amendment will be furnished upon request.

P a u l  A . Y o l c k k r ,

President.
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Board of Governors of the Federal Reserve System 

SECURITIES OF STATE MEMBER BANKS

A M E N D M E N T  TO R EG U LA T IO N  F

Effective Novem ber 15, 1976. Regula
tion F  is amended as fo llo w s:

1. Section 206.7(c) (10) Is amended by 
adding the following new paragraph:
§ 206.7 Form and content of financial 

statements.
*  *  *  •  •

( C )  *  •  •
(10) * * •

(vll) Disclosure of selected quarterly 
financial data in notes to financial state
ments.

E x e m p t io n . This rule shall not apply 
to any registrant that does not meet the 
following conditions:

(A) The bank (1) has securities reg
istered pursuant to section 12(b) of the 
Securities Exchange Act of 1934 or (2) 
has securities registered pursuant to sec
tion 12(g) of that Act that also (i) are 
quoted on the National Association of 
Securities Dealers Automated Quotation 
System and (ii) meet the requirements 
for continued inclusion on the list of OTC 
margin stocks set forth in § 220.8(i) of 
Regulation T of the Board of Governors 
of the Federal Reserve System; and

(B) The bank and its consolidated 
subsidiaries (1) have had a net income 
after taxes but before extraordinary 
items and the cumulative effect of a 
change in accounting, of at least $250,- 
000 for each of the last three fiscal years; 
or (2) had total assets of at least $200,- 
000,000 as of the end of the last fiscal 
year.

Cl )  Disclosure shall be made in a note 
to financial statements of total operat
ing income, Income before security gains 
(losses), income before extraordinary 
items and cumulative effect of a change 
in accounting, net income, and per share 
data based upon such income for each 
full quarter within the two most recent 
fiscal years and any subsequent interim 
period for which income statements are 
presented.

(2) When the data required by the pre
ceding paragraph above vary from the 
amounts previously reported on the Form 
F-4 filed for any quarter, such as would 
be the case when a pooling of interests 
occurs or where an error is corrected, 
reconcile the amounts given with those 
previously reported describing the rea
son for the difference.

( 3 )  Describe the effect of any unusual 
or infrequently occurring items recog
nized in each full quarter within the two 
most recent fiscal years and any subse
quent interim period for which income 
statements are presented, as well as the 
aggregate effect and the nature of year- 
end or other adjustments that are mate
rial to the results of that quarter.

( 4 )  Where this note is part of audited 
financial statements, it may be desig
nated “unaudited.”

I nstruction: If  th e  financial s ta tem en ts 
are covered by an  independent public ac
co u n ta n t’s report, and  th e  no te required  by 
th e  above paragraph  (vii) is designated as 
“u n au d ited ”, i t  shall be presum ed th a t  ap 
propria te  professional standards and  p ro 
cedures w ith  respect to  th e  d a ta  in  th e  no te 
have been followed by th e  independen t ac
c o u n tan t who is associated w ith th e  u n 
aud ited  foo tno te by v irtu e  of reporting  on 
th e  financial s ta tem en ts  in  w hich i t  is 
included.

F or this R egulation to be com plete, r e ta in :
1) R egulation F  pamphlet, effective D ecem ber 1, 1975.
2) T h is slit) sheet. I

P R I N T E D  I N  N E W  Y O R K

I Ref. At Cir. No. 7984]
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2. Section 206.44 is revoked in its en
tirety and the following is substituted 
therefor:
§ 2 0 6 .4 4  Form  for quarterly report of 

bank (Form  F—4 ) .

B oard of G overnors of t h e  F ederal R eserve S ystem  

F orm F -4  

Q uarterly  R eport

PART A— SUMMARIZED STATEMENT OF INCOME

( N a m e  o f  b a n k )

( C i t y  a n d  S t a t e )

Ttem

3 m o n t h s  e n d i n g ____  F i s c a l  y e a r  t o  d a t e
( _  m o n t h s  e n d i n g _______)

111— ■ 19—  19—  19—
( c u r r e n t  y e a r )  ( p r io r  y e a r )  ( c u r r e n t  y e a r )  ( p r io r  y e a r )

L O p era tin g  incom e:
(a) In te re s t  a n d  fees on  lo an s___________________________
(b) In te re s t  on  ba lances  w ith  b a n k s . . . _____ ____________
(c) In te re s t  a n d  d iv id e n d s  on  secu rities_________________

U .S . T rea su ry  secu rities ........ .................. ..........................
O b liga tions  of o th e r U .S . G o v e rn m e n t agencies 

a n d  corposations.
O b liga tions  of S ta te s  a n d  po litica l su b d iv is io n s___
O th e r secu rities___________________________________

(d) O th e r o p e ra tin g  in co m e_______ _____________________
(o) T o ta l  o p e ra tin g  incom e____ _________________________

2. O p era tin g  expenses:
(a) Salaries a n d  em ployee  b e n ef its_____ ________________
(b) In te re s t  expense_____ _______________________________
(c) P ro v isio n  for loan  losses___________________________—
(d) O th e r o p e ra tin g  expenses____ _____________________
(e) T o ta l o p e ra tin g  expenses____________________________

3. In co m e  before incom e taxes a n d  securities  gains (losses). .
4. A p p licab le  incom e taxes_______________ _________________
5. In co m e  before secu rities  gains (losses)___________________
6. N e t  securities  gains (losses), less re la ted  tax  e ffec t............
7. N e t incom e:

E a rn in g s  per com m on  share:
Inco m e  before secu rities  ga in s (losses)-------------------------
N e t in co m e_________________: _________________________

C ash  d iv id en d s  declared  p e r com m on  s h a re _____________

P a r t  B . B a l a n c e  S h e e t

F urnish , insofar as p racticable in  the  m anner p resented  below, d a ta  as a t the  end of the  
la tes t fiscal q u arte r and for th e  end of th e  corresponding q u arte r for th e  preceding fiscal 
year.

A s  o f -----------19—  A s  o f ------------ 19— 1 1 11
( c u r r e n t  y e a r )  ( p r i o r  y e a r )

A ssets:
1. C ash  a n d  d u e  from  b a n k s . . . . . .  --------  ------------------------ . . . . .
2. In v e s tm e n t securities:

(a) U .S . T re a s u ry  sec u rit ie s ...................... ............ .................................................
(b) O b lig a tio n s of o th e r U .S . G o v ern m en t agencies a n d  co rp o ra tio n s .
(c) O b lig a tio n s of S ta te s  a n d  po litica l su b d iv is io n s ......................................
(d) O th e r  s ec u rit ie s -------- --------- -------------------------- ------------------------------

3. T ra d in g  acco u n t s ec u rit ie s ---------------------------------------------------------------------
4. F ed e ra l fu n d s  sold a n d  secu rities  p u rch ased  u n d o r ag reem en ts  to  re se ll.
5. L oans:

Less: reserve for possiblo loan  lo sses........... .............. .......... ...................... ..........
L oans, n e t ----------------------------------------------------------------- ------------------------

6. D ire c t lease fin a n c in g .................................... ............ ...................... ........ ....................
7. B an k  p rem ise  a n d  e q u ip m e n t........................... ...................................- ....................
8. R ea l e s ta te  ow ned  o th e r  th a n  b a n k  p rem ise s ......................................................
9. In v e s tm e n t in  u n co n so lid a ted  su b sid ia ries  a n d  associated  c o m p a n ie s . . .

10. C u sto m ers ’ accep tance  l ia b i l i ty ....... ..................................................... ....................
11. O th e r a s s e ts . .......... ........................ ............................ ..............- .................... — ..........
12. T o ta l  a s s e ts . . . ..................... .................. .......................... ........... .. - ...............

L iab ilitie s  a n d  cap ita l:
13. D eposits :

(a) D e m a n d  d eposits  in  dom estic  o f l ic e s ................  ................  . . .  .
(b) Sav ings doposits  in  d o m estic  oflices............................ — .........................
(c) T im e  d eposits  in  dom estic  oflices................... .................... .............. ............
(d) D ep o sits  in  foreign offices-------- ------------- ---------- --------------------------

14 . F ed e ra l fu n d s  p u rch ased  a n d  secu rities  sold u n d e r  ag reem en ts  to  re p u r
chase.
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P a r t  B. B a l a n c e  S h e e t  (Continued)
15. O th e r liab ilities  for bo rrow ed  m o n e y . . . .  . .  ----------- ------- - - - .............
16. B a n k 's  accep tance  o u ts ta n d in g ............................................................. - ..........
17. M ortgage in d e b te d n ess ........... . .................. .......... ............................ .................... .
18. O th e r l ia b ilitie s ------------------------------------------------ ---------- ---------- ---------
19. T o ta l  liab ilities  (excluding  su b o rd in a te d  no tes a n d  d e b e n tu re s ) ...........
20. S u b o rd in a ted  no tes an d  d e b e n tu re s ----------------  ------ ------— ............
21. E q u i ty  c ap ita l:

(a) .C ap ita l s tock :
C o m m o n  s to c k ............ ..............  ....................................................—
P referred  s to ck ----------------- --------------------- ------------------------------

(b) S u rp lu s ............... - ............- ..............................................................................
(c) U n d iv id e d  p ro f its ----- ---------- --------------------------------- ----------------
(d) R eserve  for con tingencies a n d  o th e r c ap ita l reserves---------------

22. T o ta l  e q u ity  c a p i ta l ................................. - ...................... ..................................
23. T o ta l  liab ilities  an d  e q u ity  c ap ita l (item s 19, 20 a n d  22).................. .

t D i s c lo s u r e  o f c o m p a r a t i v e  b a l a n c e  s h e e t  d a t a  s h a l l  n o t  b e  r e q u i r e d  fo r  i n t e r i m  periods beginning prior to e ffe c ts  
d a t e  o f  t h i s  a m e n d m e n t .

8 o o r o e s  o f  f u n d s :
O p e r a t i o n s :

N e t  i n c o m e . . .................................................................. ................. ...
C h a r g e s  t o  i n c o m e  n o t  a f f e c t i n g  f u n d s ______________

T o t a l  f u n d s  p r o v i d e d  b y  o p e r a t i o n s ______________
E q u i t y  f u n d s —s a le  p r o c e e d s ______________________________
S u b o r d i n a t e d  n o t e s  a n d  d e b e n t u r e s —s a le  p r o c e e d s ___
I n c r e a s e  ( d e c r e a s e )  i n  l i a b i l i t i e s  * *_________________________

T o t a l ................................. .......................................
A p p l i c a t i o n s  o f  f u n d s :

P a y m e n t  o f  d i v i d e n d s ......... ..........................
P u r c h a s e  o f  p r o p e r t y  a n d  e q u i p m e n t  
I n c r e a s e  ( d e c r e a s e )  i n  a s s e t s  *_________

T o t a l

1 D i s c l o s u r e  o f  c o m p a r a t i v e  s o u r c e  a n d  a p p l i c a t i o n  o f  f u n d s  d a t a  s h a l l  n o t  b e  r e q u i r e d  fo r  i n t e r i m  p e r i o d s  b e g i n n i n g  
p r i o r  t o  e f f e c t iv e  d a t e  o f  t h i s  a m e n d m e n t .

* S o u r c e s  a n d  a p p l i c a t i o n s  o f  f u n d s  i t e m s  s h a l l  b e  s h o w n  s e p a r a t e l y  b y  a m o u n t s  w h e n  t h e y  e x c e e d  5 p e r c e n t  o f  t h e  
a v e r a g e  o f  t o t a l  f u n d s  p r o v i d e d  d u r i n g  t h e  r e s p e c t i v e  r e p o r t e d  p e r i o d s .

Part C.— C hanges in financial position

Else norths

(current year) (prior year)

P u r s u a n t  t o  t h e  r e q u i r e m e n t s  o f  t h e  
S e c u r i t i e s  E x c h a n g e  A c t  o f  1 9 3 4 , .  t h e  b a n k  
h a s  d u l y  c a u s e d  t h i s  q u a r t e r l y  r e p o r t  t o  b e  
s i g n e d  o n  i t s  b e h a l f  b y  t h e  u n d e r s i g n e d ,  
t h e r e u n t o  d u l y  a u t h o r i z e d .

( N a m e  o f  b a n k )
Date

B y
( N a m e  a n d  t i t l e  o f  s i g n i n g  o f f i c e r )
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G eneral I n str u ctio n s

( a )  Use o f F orm  F -4 . ( 1 )  F o r m  F - 4  i s  a  
g u i d e  f o r  u s e  i n  p r e p a r a t i o n  o f  q u a r t e r l y  r e 
p o r t s  t o  b e  f i l e d  w i t h  t h e  B o a r d .  ( 2 )  T h e  
i n t e r i m  r e p o r t  s h a l l  b e  f i l e d  n o t  l a t e r  t h a n  
4 5  d a y s  a f t e r  t h e  e n d  o f  e a c h  o f  t h e  f i r s t  t h r e e  
f i s c a l  q u a r t e r s  o f  e a c h  f i s c a l  y e a r .  N o  r e p o r t  
n e e d  b e  f i l e d  f o r  t h e  f o u r t h  q u a r t e r  o f  a n y  

f i s c a l  y e a r .

( b )  Persons fo r  w h o m  th e  in fo rm a tio n  is 
to  be g iven . T h e  r e q u i r e d  i n f o r m a t i o n  i s  t o  
b e  g i v e n  a s  t o  t h e  r e g i s t r a n t  b a n k  o r ,  i f  t h e  
b a n k  f i l e s  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t s  
w i t h  t h e  a n n u a l  r e p o r t s  f i l e d  w i t h  t h e  B o a r d ,  
i t  s h a l l  c o v e r  t h e  b a n k  a n d  i t s  c o n s o l i d a t e d  
s u b s i d i a r i e s .  I f  t h e  i n f o r m a t i o n  i s  g i v e n  a s  t o  
t h e  b a n k  a n d  i t s  c o n s o l i d a t e d  s u b s i d i a r i e s ,  i t  
n e e d  n o t  b e  g i v e n  s e p a r a t e l y  f o r  t h e  b a n k .

( c )  P resen ta tio n  o f in fo rm a tio n .  T h e  f o r m  
c a l l s  o n l y  f o r  t h e  i t e m s  o f  i n f o r m a t i o n  s p e c 
i f i e d .  I t  i s  n o t  n e c e s s a r y  t o  f u r n i s h  a  f o r m a l  

f i n a n c i a l  s t a t e m e n t  p r e s e n t a t i o n .  T h e  i n f o r 
m a t i o n  i s  n o t  r e q u i r e d  t o  b e  a u d i t e d  ( s e e  
§ 2 0 6 . 7 ( b )  o f  t h i s  P a r t ) . T h e  r e p o r t  m a y  c a r r y  
a  n o t a t i o n  t o  t h a t  e f f e c t  a n d  a n y  o t h e r  q u a l i 
f i c a t i o n  c o n s i d e r e d  n e c e s s a r y  o r  a p p r o p r i a t e .  
A m o u n t s  m a y  b e  s t a t e d  i n  t h o u s a n d s  o f  d o l 
l a r s  i f  a  n o t a t i o n  t o  t h a t  e f f e c t  i s  m a d e .

( d )  In co rp o ra tio n  by re ference  to  p u b 
lished  s ta te m e n ts .  I f  t h e  b a n k  m a k e s  a v a i l 
a b l e  t o  i t s  s t o c k h o l d e r s  o r  o t h e r w i s e  i s s u e s  
o r  p u b l i s h e s ,  w i t h i n  t h e  p e r i o d  p r e s c r i b e d  
f o r  f i l i n g  t h e  r e p o r t ,  a  f i n a n c i a l  s t a t e m e n t  
c o n t a i n i n g  t h e  i n f o r m a t i o n  r e q u i r e d  b y  t h i s  
f o r m ,  s u c h  i n f o r m a t i o n  m a y  b e  i n c o r p o r a t e d  
b y  r e f e r e n c e  t o  s u c h  p u b l i s h e d  s t a t e m e n t  
I f  c o p i e s  t h e r e o f  a r e  f i l e d  a s  a n  e x h i b i t  t o  
t h i s  r e p o r t .

( e )  E xtraord inary  ite m s  a n d  c u m u la tiv e  
effec ts o f changes in  a cco u n tin g  p rincip les. 
I f  p r e s e n t  w i t h  r e s p e c t  t o  a n y  i n t e r i m  p e r i o d  
r e p o r t e d  h e r e i n ,  e x t r a o r d i n a r y  i t e m s  a n d  
c u m u l a t i v e  e f f e c t  o f  a  c h a n g e  i n  a c c o u n t i n g  
p r i n c i p l e s  l e s s  a p p l i c a b l e  i n c o m e  t a x  e f f e c t  
s h a l l  b e  a p p r o p r i a t e l y  s e g r e g a t e d  a n d  i n 

c l u d e d  i n  t h e  d e t e r m i n a t i o n  o f  n e t  i n c o m e ,  
( S e e  F o r m  F - 9 B ,  S t a t e m e n t  o f  I n c o m e . )

( f )  A cq u is itio n s . ( 1 )  I f  t h e  b a n k  h a s  e n 
t e r e d  i n t o  a  b u s i n e s s  c o m b i n a t i o n  w i t h  
a n o t h e r  b a n k  o r  o t h e r  r e l a t e d  b u s i n e s s  
t r e a t e d  f o r  a c c o u n t i n g  p u r p o s e s  a s  a  p o o l i n g  
o f  i n t e r e s t s ,  t h e  r e s u l t s  o f  o p e r a t i o n s  r e 
p o r t e d  i n  t h i s  r e p o r t — f o r  b o t h  t h e  c u r r e n t  
y e a r  a n d  t h e  p r e c e d i n g  y e a r — s h o u l d  r e f l e c t  
t h e  c o m b i n e d  r e s u l t s  o f  t h e  p o o l e d  e n t i t i e s .  
D i s c l o s u r e  o f  t h e  s e p a r a t e  r e s u l t s  o f  t h e  
c o m b i n e d  e n t i t i e s  f o r  p e r i o d s  p r i o r  t o  t h e  
c o m b i n a t i o n  s h o u l d  b e  g i v e n  i n  a  f o o t n o t e  
W i t h  a p p r o p r i a t e  e x p l a n a t i o n .  ( 2 )  I n  c a s e  t h e  
b a n k  h a s  a c q u i r e d  a  s i g n i f i c a n t  a m o u n t  o f  
a s s e t s  i n  a  t r a n s a c t i o n  t r e a t e d  f o r  a c c o u n t 
i n g  p u r p o s e s  a s  a  p u r c h a s e ,  d u r i n g  a n y  o f  
t h e  p e r i o d s  c o v e r e d  b y  t h e  r e p o r t ,  t h e  e f f e c t  
t h e r e o f  o n  r e v e n u e  a n d  n e t  i n c o m e ,  i n  t o t a l  
a n d  p e r  s h a r e ,  s h o u l d  b e  d i s c l o s e d  i n  a  
f o o t n o t e .

( g )  M a n a g em en t’s ana lysis o f qu a rterly  
in com e s ta te m e n ts .  T h e  b a n k  s h a l l  p r o v i d e  
a  n a r r a t i v e  a n a l y s i s  o f  t h e  r e s u l t s  o f  o p e r a 
t i o n s  e x p l a i n i n g  t h e  r e a s o n s  f o r  m a t e r i a l  
c h a n g e s  i n  t h e  a m o u n t  o f  r e v e n u e  a n d  e x 
p e n s e  i t e m s  b e t w e e n  t h e  m o s t  r e c e n t  q u a r t e r  
a n d  t h e  q u a r t e r  i m m e d i a t e l y  p r e c e d i n g  i t ,  
b e t w e e n  t h e  m o s t  r e c e n t  q u a r t e r  a n d  t h e  
s a m e  c a l e n d a r  q u a r t e r  i n  t h e  p r e c e d i n g  y e a r ,  
a n d ,  i f  a p p l i c a b l e ,  b e t w e e n  t h e  c u r r e n t  y e a r

t o  d a t e  a n d  t h e  s a m e  c a l e n d a r  p e r i o d  i n  t h e  
p r e c e d i n g  y e a r .  E x p l a n a t i o n s  o f  m a t e r i a l  
c h a n g e s  s h o u l d  i n c l u d e ,  b u t  n o t  b e  l i m i t e d  
t o ,  c h a n g e s  i n  t h e  v a r i o u s  e l e m e n t s  w h i c h  
d e t e r m i n e  r e v e n u e  a n d  e x p e n s e  l e v e l s .  I n  
a d d i t i o n ,  t h e  a n a l y s i s  s h o u l d  i n c l u d e  a n  e x 
p l a n a t i o n  o f  t h e  e f f e c t  o f  a n y  c h a n g e s  i n  
a c c o u n t i n g  p r i n c i p l e s  a n d  p r a c t i c e s  o r  i n  t h e  
m e t h o d  o f  t h e i r  a p p l i c a t i o n  t h a t  h a v e  a  
m a t e r i a l  e f f e c t  o n  n e t  i n c o m e  a s  r e p o r t e d .

( h )  O ther fin anc ia l in fo rm a tio n . T h e  b a n k  
m a y  f u r n i s h  a n y  a d d i t i o n a l  i n f o r m a t i o n  r e 
l a t e d  t o  t h e  p e r i o d s  b e i n g  r e p o r t e d  o n  w h i c h ,  
i n  t h e  o p i n i o n  o f  m a n a g e m e n t ,  i s  o f  s i g n i f i 
c a n c e  t o  i n v e s t o r s ,  s u c h  a s  t h e  s e a s o n a l i t y  o f  
t h e  b a n k ’s  b u s i n e s s ,  m a j o r  u n c e r t a i n t i e s  c u r 
r e n t l y  f a c i n g  t h e  b a n k ,  s i g n i f i c a n t  a c c o u n t 
i n g  c h a n g e s  u n d e r  c o n s i d e r a t i o n  a n d  t h e  
d o l l a r  a m o u n t  o f  s t a n d b y  l e t t e r s  o f  c r e d i t .  
I n  a d d i t i o n ,  t h e  b a n k  s h a l l  i n d i c a t e  w h e t h e r  
a n y  F o r m  F - 3  w a s  r e q u i r e d  t o  b e  f i l e d  r e p o r t 
i n g  a n y  m a t e r i a l  u n u s u a l  c h a r g e s  o r  c r e d i t s  
t o  i n c o m e  d u r i n g  t h e  m o s t  r e c e n t l y  c o m 
p l e t e d  f i s c a l  q u a r t e r  o r  w h e t h e r  a n y  F o r m  
F - 3  w a s  r e q u i r e d  t o  b e  f i l e d  d u r i n g  t h a t  p e 
r i o d  r e p o r t i n g  a  c h a n g e  i n  i n d e p e n d e n t  
a c c o u n t a n t s .

( i )  T h e  f i n a n c i a l  i n f o r m a t i o n  t o  b e  i n 
c l u d e d  i n  t h i s  r e p o r t  s h o u l d  be p r e p a r e d  i n  
c o n f o r m i t y  w i t h  t h e  a c c o u n t i n g  p r i n c i p l e s  
a n d  p r a c t i c e s  r e f l e c t e d  i n  t h e  f i n a n c i a l  s t a t e 
m e n t s  i n c l u d e d  i n  t h e  a n n u a l  r e p o r t  f i l e d  
w i t h  t h e  B o a r d  f o r  t h e  p r e c e d i n g  f i s c a l  y e a r ,  
e x c e p t  f o r  a n y  s u b s e q u e n t  r e g u l a t o r y  r e v i 
s i o n s  a n d  c h a n g e s  r e q u i r e d  t o  b e  r e p o r t e d  b y  
§ 2 0 6 . 7 ( c )  ( 5 )  o f  t h i s  P a r t .

§ 206.71 [Amended]
3. Section 206.71 is amended as fol

lows:
a. The balance sheet format denoted 

“A. Balance Sheet" (Form F-9A) Is re
voked and the following format is sub
stituted therefor:

A. B a l a n c e  S h e e t  

a s s e t s

1 .  C a s h  a n d  d u e  f r o m  b a n k s ---------------------------------
2 .  I n v e s t m e n t  s e c u r i t i e s :

( a )  U . S .  T r e a s u r y  s e c u r i t i e s ------------------
( b )  O b l i g a t i o n s  o f  o t h e r  U . S .  G o v 

e r n m e n t  a g e n c i e s  a n d  c o r p o r a 
t i o n s  ____________________________________

( c )  O b l i g a t i o n s  o f  S t a t e s  a n d  p o l i t i 
c a l  s u b d i v i s i o n s ---------------------------------

( d )  O t h e r  s e c u r i t i e s ------------------------------------
3 .  T r a d i n g  a c c o u n t  s e c u r i t i e s -------------------------------
4 .  F e d e r a l  f u n d s  s o l d  a n d  s e c u r i t i e s  p u r 

c h a s e d  u n d e r  a g r e e m e n t s  t o  r e s e l l ---------
5 .  L o a n s  ___________________________________________________

L e s s : r e s e r v e  f o r  p o s s i b l e  l o a n  l o s s e s .  _ 
L o a n s ,  n e t _______________________________________

6 .  D i r e c t  l e a s e  f i n a n c i n g ------------------ ------------------------
7 .  B a n k  p r e m i s e  a n d  e q u i p m e n t -----------------------
8 .  R e a l  e s t a t e  o w n e d  o t h e r  t h a n  b a n k

p r e m i s e s ____________________________________________
9 .  I n v e s t m e n t  i n  u n c o n s o l i d a t e d  s u b s i d i 

a r i e s  a n d  a s s o c i a t e d  c o m p a n i e s ------------------
1 0 .  C u s t o m e r s ’ a c c e p t a n c e  l i a b i l i t y ---------------------
1 1 .  O t h e r  a s s e t s __________________________________________
1 2 .  T o t a l  a s s e t s ____________________________________________
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1 3 .  D e p o s i t s :

( a )  D e m a n d  d e p o s i t s  i n  d o m e s t i c
o f f i c e s ____________________________________

( b )  S a v i n g s  d e p o s i t s  i n  d o m e s t i c  o f 
f i c e s  ______________________________________

( c )  T i m e  d e p o s i t s  i n  d o m e s t i c  o f f l c e s .
( d )  D e p o s i t  i n  f o r e i g n  o f f i c e s ____________

1 4 .  F e d e r a l  f u n d s  p u r c h a s e d  a n d  s e c u r i t i e s
s o l d  u n d e r  a g r e e m e n t s  t o  r e p u r c h a s e . _

1 5 .  O t h e r  l i a b i l i t i e s  f o r  b o r r o w e d  m o n e y _____
1 6 .  B a n k ’s  a c c e p t a n c e  o u t s t a n d i n g _____________
1 7 .  M o r t g a g e  i n d e b t e d n e s s __________________________
1 8 .  O t h e r  l i a b i l i t i e s ______________________________________
1 9 .  T o t a l  l i a b i l i t i e s  ( e x c l u d i n g  s u b o r d i n a t e d

n o t e s  a n d  d e b e n t u r e s _________________________
2 0 .  S u b o r d i n a t e d  n o t e s  a n d  d e b e n t u r e s _______
2 1 .  E q u i t y  c a p i t a l :

i , a )  C a p i t a l  s t o c k :
C o m m o n  s t o c k ____________________
P r e f e r r e d  s t o c k ____________________

l b ;  S u r p l u s ____________________________________
( c )  U n d i v i d e d  p r o f i t s _____________________
( d )  R e s e r v e  f o r  c o n t i n g e n c i e s  a n d

o t h e r  c a p i t a l  r e s e r v e s _______ ______
2 2 .  T o t a l  e q u i t y  c a p i t a l _______________________________

2 3 .  T o t a l  l i a b i l i t i e s  a n d  e q u i t y  c a p i t a l  ( I t e m s
1 9 ,  2 0  a n d  2 2 ) ______________________________________

b. The instructions concerning “Loans” 
included in the Form F-9A Balance 
Sheet are renumbered and new subpara
graphs (5) (a) and (b) and a new Note 
have been added, as follows:

5 .  Loans, ( a )  ( 1 )  S t a t e  t h e  a g g r e g a t e  g r o s s  
v a l u e  o f  a l l  o t h e r  l o a n s  I n c l u d i n g  ( a )  a c 
c e p t a n c e s  o f  o t h e r  b a n k s  a n d  c o m m e r c i a l  

paper purchased in the open market; (b) 
acceptance executed by or for the account of 
the reporting bank and subsequently ac
quired by it through purchase or discount;
(c) customers’ liability to the reporting bank 

o n  d r a f t s  paid under letters of credit for 
w h i c h  the b a n k  h a s  not b e e n  r e i m b u r s e d ;  
a n d  ( d )  " c o t t o n  o v e r d r a f t s ”  o r  “ a d v a n c e s , ”  
a n d  c o m m o d i t y  o r  b i l l - o f - l a d i n g  d r a f t s  p a y 
a b l e  u p o n  a r r i v a l  o f  g o o d s  a g a i n s t  w h i c h  
d r a w n ,  f o r  w h i c h  t h e  r e p o r t i n g  b a n k  h a s  
g i v e n  d e p o s i t  c r e d i t  t o  c u s t o m e r s .

( 2 )  I n c l u d e  ( a )  p a p e r  r e d i s c o u n t e d  w i t h  
t h e  F e d e r a l  R e s e r v e  o r  o t h e r  b a n k s ;  a n d  ( b )  
p a p e r  p l e d g e d  a s  c o l l a t e r a l  t o  s e c u r e  b i l l s  
p a y a b l e ,  a s  m a r g i n a l  c o l l a t e r a l  t o  s e c u r e  b i l l s  
r e d i s c o u n t e d ,  o r  f o r  a n y  o t h e r  p u r p o s e .

( 3 )  D o  n o t  i n c l u d e  c o n t r a c t s  o f  s a l e  o r  
o t h e r  l o a n s  i n d i r e c t l y  r e p r e s e n t i n g  b a n k  
p r e m i s e s  o r  o t h e r  r e a l  e s t a t e ;  t h e s e  s h o u l d  b e  
i n c l u d e d  i n  " b a n k  p r e m i s e s ”  o r  " o t h e r  r e a l  
e s t a t e . ”

( 4 )  D o  n o t  d e d u c t  b o n a  f i d e  d e p o s i t s  a c 
c u m u l a t e d  b y  b o r r o w e r s  f o r  t h e  p a y m e n t  o f  
l o a n s  i f  s u c h  d e p o s i t s  d o  n o t  i m m e d i a t e l y  
r e d u c e  t h e  u n p a i d  b a l a n c e  o f  t h e  l o a n .

( 5 )  D e d u c t  u n e a r n e d  i n c o m e  o n  l o a n s .
( b )  L e s s :  R eserve fo r  P ossible Loan Losses. 

S t a t e  t h e  b a l a n c e  o f  t h e  l o a n  l o s s  a l l o w a n c e  
a c c o u n t  a t  t h e  e n d  o f  t h e  f i s c a l  y e a r .  I n c l u d e  
i n  t h i s  a l l o w a n c e  o n l y  t h e  v a l u a t i o n  p o r t i o n  
t h a t  h a s  b e e n  e s t a b l i s h e d  t h r o u g h  c h a r g e s  
a g a i n s t  i n c o m e .

Note: F o r  b a n k s  o n  r e s e r v e  m e t h o d  of 
a c c o u n t i n g  f o r  l o a n  l o s s e s ,  t h e  s i n g l e  v a l u e  
r e s e r v e  a c c o u n t  r e p r e s e n t i n g  t h e  a m o u n t  c a l 
c u l a t e d  p u r s u a n t  t o  I R S  r e g u l a t i o n s  w i l l  b e

r e c l a s s i f i e d  i n t o  t h r e e  e x i s t i n g  c o m p o n e n t s :  
( 1 )  v a l u a t i o n  p o r t i o n ;  ( 2 )  c o n t i n g e n c y  p o r 
t i o n ;  a n d  ( 3 )  d e f e r r e d  t a x  p o r t i o n .

V alu a tio n  portion . I f  p r i o r  t o  J a n u a r y  1 , 
1969, a  b a n k  d i d  n o t  d i s t i n g u i s h  t h e  d i f f e r e n t  
p a r t s  o f  t h e  r e s e r v e  f o r  l o a n  l o s s e s ,  t h e  t o t a l  
b a l a n c e  i n  t h e  r e s e r v e  f o r  l o a n  l o s s e s  a t  J a n 
u a r y  1 , 1969, is c o n s i d e r e d  to  have been  en
t i r e l y  a  v a l u a t i o n  reserve. Such  balance Is 
increased by th e  am ount o f provision for 
loan  losses c h a rg ed  to  in co m e  i n  e a c h  p e r i o d  
s i n c e  December SI, 1968, a n d  t h e  a m o u n t  o f  
t h e  l o a n  r e c o v e r i e s  i n  e a c h  p e r i o d  s i n c e  D e 
cember 31, 1968, a n d  r e d u c e d  b y  t h e  l o a n  
l o s s e s  c h a r g e d  t o  r e s e r v e  f o r  l o a n  l o s s e s  i n  
e a c h  p e r i o d  s i n c e  D e c e m b e r  3 1 ,  1 9 6 8 .  T h e  r e 
s u l t i n g  b a l a n c e  i s  t h e  v a l u a t i o n  p o r t i o n  o f  
t h e  r e s e r v e  w h i c h  i s  r e q u i r e d  t o  b e  d e d u c t e d  
f r o m  t o t a l  l o a n s  i n  t h e  R e p o r t  o f  C o n d i t i o n .  
O n l y  t h e  v a l u a t i o n  p o r t i o n  o f  t h e  r e s e r v e  f o r  
l o a n  l o s s e s  I s  a v a i l a b l e  f o r  a b s o r b i n g  l o a n  
l o s s e s .

C o n tin g en cy  p o rtion . T h e  c u m u l a t i v e  
a m o u n t  e q u i v a l e n t  t o  t h e  d i f f e r e n c e  b e t w e e n  
t r a n s f e r s  t o  t h e  b a d  d e b t  r e s e r v e  c a l c u l a t e d  
p u r s u a n t  t o  I R S  r e g u l a t i o n s ,  a n d  t h e  p r o v i 
s i o n s  f o r  l o a n  l o s s e s  c h a r g e d  a g a i n s t  i n c o m e  
i n  e a c h  r e p o r t  p e r i o d  s i n c e  D e c e m b e r  3 1 ,  
1 9 6 8 .  S u c h  a m o u n t ,  n e t  o f  a p p l i c a b l e  I n c o m e  
t a x  r e d u c t i o n  b e n e f i t ,  s h o u l d  b e  i n c l u d e d  i n  
t h e  “ u n d i v i d e d  p r o f i t s ”  a c c o u n t .

D eferred ta x  p ortion . T h e  a m o u n t  o f  d e 
f e r r e d  t a x  r e l a t e d  t o  t h e  c o n t i n g e n c y  p o r 
t i o n  d e s c r i b e d  a b o v e  c o n s t i t u t e s  t h e  d e f e r r e d  
I n c o m e  t a x  p o r t i o n  a n d  s h o u l d  b e  r e p o r t e d  
i n  " O t h e r  l i a b i l i t i e s . ”

Note: I n  t h e  r a r e  c i r c u m s t a n c e s  w h e r e  t h e  
c u m u l a t i v e  p r o v i s i o n s  f o r  l o a n  l o s s e s  c h a r g e d  
a g a i n s t  i n c o m e  h a v e  e x c e e d e d  c u m u l a t i v e  
t r a n s f e r s  t o  t h e  b a d  d e b t  r e s e r v e  a c c o u n t  
c a l c u l a t e d  p u r s u a n t  t o  I R S  r e g u l a t i o n s  I n  
t h e  p e r i o d  s i n c e  D e c e m b e r  3 1 ,  1 9 6 8 ,  t h e  e n 
t i r e  b a l a n c e  o f  t h e  r e s e r v e  f o r  l o a n  l o s s e s  i s  

c o n s i d e r e d  a  v a l u a t i o n  r e s e r v e .

c. The Statement of Changes in Capi
tal Accounts format denoted “C. State
ment of Changes in Capital Accounts” is 
revoked and the following format is sub
stituted therefor:
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C. Statement o r Changes in Capital Accounts

Reserve for
Preferred Common Undivided contingencies

Increase (decrease) stock S___ stock $___ Snrphis profits and other
par par capital

reserves

1. N e t incom e tran sfe rred  to  u n d iv id e d
p ro f its_________________ _____________

2. P referred  s tock  a n d  co m m o n  s to ck  sold
(p a r  or face v a lu e )------------------ --------------

3. S tock  issued  in c id e n t to  m ergers a n d
a c q u is it io n s ------------------------------------------

4 P re m iu m  on  c ap ita l s tock  so ld ....................
5. ’ A d d itio n s  to , o r re d u c tio n s  in , su rp lu s ,

u n d iv id e d  p rofits, a n d  reserves in c id e n t 
to  m e rg e rs ........................................................--

6. C ash  d iv id e n d s  dec lared  on  p referred
stock—___ ___________ _________

7. C ash  d iv id e n d s  dec lared  on  co m m o n

8. S tock  d iv id e n d s  i s s u e d , ........... shares  a t
p a r  v a l u e . , ............................................ - .........

9. A ll o th e r  increases (decreases)1. . ............. .
in . N e t inc rease  (decrease) for th e  y e a r-------
11. B alan ce  a t  b e g in n in g  of y ea r 2............. .........
12. B a lan ce  a t  en d  of y e a r . . ...................................

i m a te  sep a ra t ely  a n y  m a te ria l a m o u n ts , in d ic a tin g  c l e a r l y  t h e  n a t u r e  o f  t h e  t r a n s a c t i o n  o u t  o f  w h i c h  t h e  i t e m  a r o s e .
» If t h e  s ta te m e n t is filed as p a r t  o f  a n  an n u a l o r  o t h e r  p e r i o d i c  r e p o r t  a n d  t h e  b a l a n c e s  a t  t h e  b e g i n n i n g  o f  t h e  p e r i o d  

differ from  t h e  closing b a l a n c e s  a s  f i le d  fo r  t h e  p r e v i o u s  f is c a l  period , s t a t e  i n  a  f o o tn o t e  t h e  d i f f e r e n c e  a n d  e x p l a in .
e. Schedule VII—Reserve for Possible 

Loan Losses in Form F-9(D) is revoked 
and the following guideline format is 
substituted therefor:
S chedule V II-^ R eserve for P ossible Loan 

Losses 1
I t e m :

A m o u n t
B a l a n c e  a t  b e g i n n i n g  o f  p e r i o d - ------------------
R e c o v e r i e s  c r e d i t e d  t o  r e s e r v e — -------------
A d d i t i o n s  d u e  t o  m e r g e r s  a n d  a b 

s o r p t i o n s  2 _________________________________________
P r o v i s i o n  f o r  l o a n  l o s s e s  f r o m

i n c o m e  s t a t e m e n t ---------------------------- -----------------
L o s s e s  c h a r g e d  t o  r e s e r v e ---------------- -----------------
B a l a n c e  a t  e n d  o f  p e r i o d  3 4 ----------- -----------------

L D o  n o t  i n c l u d e  a n y  e n t r i e s  p e r t a i n i n g  t o  
r e s e r v e  a c c o u n t s  e s t a b l i s h e d  b y  s e g r e g a t i o n s  
o f  t h e  b a n k ’s  u n d i v i d e d  p r o f i t s  a c c o u n t .  S e e  
i n s t r u c t i o n s  t o  i t e m  2 2 ,  e q u i t y  c a p i t a l ,  o f  

f o r m  F - 9 A .
2 D e s c r i b e  b r i e f l y  i n  a  f o o t n o t e  a n y  s u c h  

a d d i t i o n .
3 D e s c r i b e  b r i e f l y  i n  a  f o o t n o t e  t h e  b a s i s  

u s e d  i n  d e t e r m i n i n g  t h e  a m o u n t  a c c u m u l a t e d  
i n  t h e  a l l o w a n c e  a t  t h e  e n d  o f  t h e  p e r i o d .

4 I n d i c a t e  i n  a  f o o t n o t e  w h e t h e r  t h e  b a n k ’s  
r e s e r v e  f o r  b a d  d e b t s  c o m p u t e d  f o r  F e d e r a l  
i n c o m e  t a x  r e t u r n  p u r p o s e s  I s  a t  t h e  m a x i 
m u m  a l l o w a b l e  p u r s u a n t  t o  t h e  T r e a s u r y  t a x  
f o r m u l a .  I n  a d d i t i o n ,  s e t  f o r t h  a  s u m m a r y  
r e c o n c i l i a t i o n  o f  a n y  m a t e r i a l  d i f f e r e n c e  b e 
t w e e n  t h e  r e s e r v e  f o r  p o s s i b l e  l o a n  l o s s e s  
r e p o r t e d  h e r e i n  a n d  t h e  r e s e r v e  f o r  b a d  d e b t s  
c o m p u t e d  f o r  F e d e r a l  i n c o m e  t a x  r e t u r n  p u r 

p o s e s .

Effective date: This regulation shall 
become effective November 15, 1976.

By order of the Board of Governors, 
October 8, 1976.

T h e o d o r e  E. A l l i s o n , 
Secretary of the Board.
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d .  S c h e d u l e  I I I — O t h e r  L o a n s  i n  F o r m  F - 9  
( D )  i s  r e v o k e d  a n d  t h e  f o l l o w i n g  g u i d e l i n e  

f o r m a t  i s  s u b s t i t u t e d  t h e r e f o r :

S c h ed u l e  I I I — Ot h e r  L oans
B ook

T ype va lue

L o a n s  i n  d o m e s t i c  o f f i c e s :
R e a l  e s t a t e  l o a n s :

I n s u r e d  o r  g u a r a n t e e d  b y  t h e  

U . S .  G o v e r n m e n t  o r  I t s
a g e n c i e s ----------------------------------------------------------

O t h e r ____________________________________________
L o a n s  t o  f i n a n c i a l  i n s t i t u t i o n s . - -------------

L o a n s  f o r  p u r c h a s i n g  o r  c a r r y i n g  
s e c u r i t i e s  ( s e c u r e d  o r  u n s e 
c u r e d )  __________________________________ ___________

L o a n s  t o  f a r m e r s _______________________ ___________
C o m m e r c i a l  a n d  I n d u s t r i a l  l o a n s _________

L o a n s  t o  I n d i v i d u a l s  f o r  h o u s e 
h o l d ,  f a m i l y ,  a n d  o t h e r  p e r 
s o n a l  e x p e n d i t u r e s __________________ ___________

A l l  o t h e r  l o a n s  ( I n c l u d i n g  o v e r 
d r a f t s )  __________________________________ ___________

L o a n s  i n  f o r e i g n  o f f i c e s :
T o t a l  l o a n s ,  g r o s s ----------------------------------- -----------------

L e s s :  U n e a r n e d  i n c o m e  o n  l o a n s -------------
T o t a l  o t h e r  l o a n s  r e p o r t e d  i n  b a l 

a n c e  s h e e t --------------------------------------------- -----------------

N o t e .— “ S c h e d u l e  A — L o a n s ”  o f  t h e  s u p e r 
v i s o r y  R e p o r t  o f  C o n d i t i o n  s u b m i t t e d  f o r  t h e  
s a m e  y e a r e n d  d a t e  m a y  b e  I n c o r p o r a t e d  b y  
r e f e r e n c e  p r o v i d e d  c o p i e s  a r e  f i l e d  w i t h  t h e  

r e p o r t .
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