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REPORTING REQUIREMENTS FOR FOREIGN BANKING ORGANIZATIONS

Forms and Instructions

To All U.S. Branches and Agencies of Foreign Banks and Foreign Bank Holding Companies 
in the Second Federal Reserve District, and Others Concerned:

The Board of Governors of the Federal Reserve System has announced the adoption of several 
new forms (FR Y-7 Annual Report of Foreign Banking Organisations, FR Y-8f Report of Inter
company Transactions for Foreign Banking Organisations and their U S. Bank Subsidiaries, and 
FR 2068 Foreign Banking Organisation Confidential Report of Operations) to be filed by foreign 
organizations that conduct a banking business in the United States in order to meet supervisory 
and regulatory requirements under the Bank Holding Company Act and the International Banking 
Act of 1978. Form FR Y-7 and Form FR 2068, and instructions for their use, have already been 
mailed to those foreign banking organizations that are required to submit reports to this Bank; 
Form FR Y-8f will be mailed shortly to foreign bank holding companies in this District.

The following is quoted from the text of the Board’s announcement:
The new form s1 are designed in part to implement the Board’s national treatment concept of supervision 

of foreign banking organizations by requiring financial reporting substantially equivalent to that required of 
domestic banking organizations.

The Board approved the revised reporting requirements after consideration of comment received on pro
posals published in October 1979.

The reports require submission of financial statements which will in part be open to public inspection and 
in part be held confidential. These reports of foreign banking organizations include financial statements as 
prepared for use in the home country; discussion of the accounting practices used in preparing such statements; 
financial statements concerning material, majority-owned unconsolidated foreign companies; financial state
ments concerning all related U.S. companies 25 percent or more owned by the foreign banking organization; 
disclosure of reserves, of earnings and of loan loss experience; a description of U .S. activities and U .S. invest
ments adequate for use in determining compliance with the Bank Holding Company Act and the International 
Banking Act as well as information on shareholders, directors and executive officers of affected banking 
institutions.

For organizations with fiscal years ending between October 1980 and February 1981, the first reports are 
to be filed by June 30, 1981. All other foreign banking organizations shall file the reports within four months 
of the end of their fiscal years.

The Annual Report of Foreign Banking Organizations (F .R . Y-7) will, as previously, be open to public 
inspection. The Foreign Banking Organization Confidential Report of Operations (F .R . 2068) will be held 
confidential.

The Board has also adopted another form, the Report of Intercompany Transactions for Foreign Banking 
Organizations and Their U .S. Bank Subsidiaries (F .R . Y-8f), which will also be confidential. This report 
is intended to monitor the effects of intercompany transactions on the safety and soundness of a U .S. sub
sidiary bank that is owned by a foreign banking organization. This parallels the similar report for domestic 
banking companies (F .R . Y-8), and is to be filed quarterly beginning with the second quarter of 1981.

1 T h e  A n n u a l R e p o r t  o f  F o re ig n  B a n k in g  O rg a n iz a t io n s  ( F .R .  Y - 7 )  and  the C on fiden tia l R e p o r t  o f  O p e ra tio n s  (F .R .  2 0 6 8 ) 
w ill p ro v id e  in fo rm a tio n  o n  fo r e ig n  b a n k in g  o rg a n iz a t io n ’s U .S . a ctiv ities .

All of the forms and instructions have now been published in the Federal Register (Vol. 46, 
No. 29, February 12, 1981). However, this Bank has printed a limited supply of the FR Y-7 and 
FR 2068 forms, which can be obtained upon request directed to our Bank Analysis Department 
(Tel No. 212-791-6612).

Printed on the following pages is the text of the notices published by the Board of Governors 
in the Federal Register announcing the adoption of the new reporting forms.

A nthony M. Solomon,
President.
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[Docket No. R-0256]

Report Requirements; Annual Report 
of Foreign Banking Organizations 
Foreign Banking Organization 
Confidential Report of Operations
AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Final report forms.

SUMMARY: The Board of Governors of 
the Federal Reserve System has adopted 
final forms for submission by foreign 
banks that conduct a banking business 
in the United States through branches, 
agencies, subsidiary banks or 
commercial lending companies. These 
forms are the Annual Report of Foreign 
Banking Organizations, Form F.R. Y-7, 
and the Foreign Banking Organization 
Confidential Report of Operations, Form
F.R. 2068. The reports replace the 
current Form F.R. Y-7 which had been 
filed only by those foreign banking 
organizations that owned commercial 
banks in the United States. A proposed 
F.R. Y-7 w as published for comment in 
November 1979, and in response to 
comments received the Board adopted 
the modified Annual Report. In addition, 
the Board adopted a new report form, 
F.R. 2068. The information collected by 
these reports is designed to assist the 
Board in assessing the condition of the 
foreign banking organization as it may 
affect its U.S. banking operations. 
Collection of the reports is authorized 
by the Bank Holding Company Act of 
1956 and the International Banking Act 
of 1978.

The forms will be filed with the 
Federal Reserve System annually 120 
days after the end of the foreign banking 
organization’s fiscal year. A foreign 
banking organization whose fiscal year 
ends during the period from October, 
1980 through February, 1981 shall file its 
initial reports by June 30,1981. All other 
foreign banking organizations shall file 
reports within 120 days of their next 
fiscal year-end. Form F.R. Y-7 shall be 
filed with the Federal Reserve Bank of 
the District in which the foreign banking 
organization’s United States banking 
business is largest. Form F.R. 2068 shall 
be filed directly with the Board’s 
Division of Banking Supervision and 
Regulation. While the reports are 
intended to provide information 
sufficient to monitor an organization’s 
condition on an ongoing basis, the Board 
also reserves the right to require the 
filing of additional statements and 
information if such would assist the 
Board in carrying out its responsibilities. 
FOR FURTHER INFORMATION CONTACT: 
Stephen M. Lovette, Senior Financial 
Analyst, Division of Banking Suprvision 
and Regulation (202/452-3622): or 
Kathleen O’Day, Attorney, Legal 
Division (202/452-3786), Board of 
Governors of the Federal Reserve 
System.

SUPPLEMENTARY INFORMATION: The
Board proposed the new annual 
reporting requirement in order to fulfill 
its supervisory and regulatory 
responsibilities under the Bank Holding 
Company Act (“BHCA” ) and the 
International Banking Act. The proposed 
report w as intended to enable the Board 
to determine the organization’s 
compliance with U.S. laws and 
regulations and to a sse ss  the ability of 
the organization to serve as a source of 
strength to its U.S. banking operations. 
The proposed report requested a 
significant amount of financial and 
organizational information on the 
worldwide operations of the foreign 
banking organization.

Substantial adverse comment w as 
received on the report as proposed. The 
two major areas of criticism were the 
amount and type of financial and 
shareholder information requested and 
the lack of a guarantee of confidentiality 
for information submitted. In response 
to the comments received and in an 
effort to reduce the substantial burden 
that the proposed report would have 
imposed, the Board has adopted final 
report requirements that address these 
concerns without impairing the 
supervisory and regulatory usefulness of 
the reports. Foreign banking 
organizations will be required to submit 
two reports on an annual basis, a 
modified form F.R. Y-7, and a new 
report, Confidential Report of 
Operations, Form F.R. 2068. The reports 
do not impose additional informational 
requirements beyond those that were 
proposed for comment.

Form F.R. Y-7.—The Annual Report is 
in two sections. Section I requests 
financial statements that are prepared 
for disclosure in the home country of the 
reporting organization together with an 
explanation of the accounting principles 
used in preparation of these statements. 
There is no requirement that the 
statements be prepared in accordance 
with generally accepted accounting 
principles in the U.S. The reporting 
organization must also submit an 
organization chart of its U.S. operations, 
and financial statements for any U.S. 
nonbanking company that it controls.
The report requests that the foreign 
banking organization provide 
information on its voting securities, 
including the number of such securities 
issued, a description of the voting rights 
that attach to those securities, and an 
explanation of home country 
requirements with respect to registration 
of bearer securities. The report also  
requests a list of all shareholders that 
control five percent or more of the 
organization’s voting securities. Many 
foreign banking organizations indicated 
that they do not know the identity of 
five percent shareholders where the 
securities are held in bearer form. The 
report has been modified to require that, 
when securities are held in bearer form,

shareholders need be identified only to 
the extent that they are known to the 
foreign banking organization. The 
proposed report also requested that the 
foreign banking organization list all 
shareholdings of its officers and 
directors in the foreign banking 
organization and in any U.S. company in 
which the foreign banking organization 
controlled more than five percent of the 
shares. The report as adopted requires 
reporting of such shareholdings on an 
aggregate, rather than an individual, 
basis.

Section II of the F.R. Y-7 requests 
information on nonbanking activities 
conducted by the foreign banking 
organization in the United States. The 
amount of information requested has 
been significantly reduced from that 
requested by the proposed report, in that 
the organization need not provide an 
asset, revenue or income breakdown by 
individual activity conducted by a U.S. 
comparn The information requested by 
this section is intended to assist in 
determmmg an organization's 
compliance with the nonbanking 
provisions of the BHC Act and the 
Board’s Regulation K (12 CFR Part 211).

Foreign Banking O rganization  
Confidential Report o f Operations. Form  
F.R. 2068.—The new Confidential Report 
of Operations requests much of the 
information that w as requested in 
Section II of the original proposal. The 
proposed report received substantial 
adverse comment from foreign banking 
organizations and foreign bank 
supervisory authorities concerning the 
lack of assurances with respect to 
confidentiality. Much of the information 
requested by the proposed report is not 
made available by foreign banking 
organizations to shareholders or to the 
public, and in some instances is not 
provided routinely even to home country 
supervisors. In recognition of the nature 
of the information requested and the 
fact that it is not available to the public 
from any source, the Board has 
determined to collect the information in 
the form of a report of operations. The 
information will be used to enable the 
Board to carry out its supervisory 
responsibilities by allowing the Board to 
asse ss  the impact of the worldwide 
operations of a foreign banking 
organization on its U.S. banking 
business. The Board is of the opinion 
that the F.R. 2068 is exempt from 
disclosure under section (b)(8) of the 
Freedom of Information Act (5 U.S.C. 
552(b)(8)). Board staff has consulted 
with the Director of the Office of 
Information Law and Policy of the 
Department of Justice who concurs in 
the opinion that the Confidential Report 
of Operations may be withheld under 
exemption (b)(8). The material collected 
in the report will be used solely by the 
Board in its supervisory capacity. 
However, the Board may, when 
requested, provide information from the
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report to another Federal or a State 
banking authority that has supervisory 
responsibilities with respect to a foreign 
banking organization. The Board has 
determined to amend its Rules 
Regarding Availability of Information to 
ensure that any information that is 
shared with another supervisory 
authority is held strictly confidential.

The Confidential Report of Operations 
requests an organization chart detailing 
all foreign companies in which the 
foreign banking organization directly or 
indirectly owns, controls, or holds with 
power to vote 25 percent or more of any 
class of voting stock. The proposal 
requested foreign banking organizations 
to provide an earnings statements in a 
fixed format. This reporting requirement 
was proposed because many foreign 
banks report a single net income figure 
and do not disclose any revenue or 
expense items. The Board considers that 
minimum disclosure of significant 
revenue and expense items is necessary 
for any financial analysis that will be 
done by the Federal Reserve. The new 
proposal requires disclosure of revenues 
and expenses a s calcu lated  in 
accordance with local accounting 
practices. This will meet the objections 
raised by those foreign banks that use 
overdraft accounting and cannot provide 
interest revenue on a gross basis. The 
proposal also requests an explanation or 
general description of the accounting 
practices used in the recognition and the 
timing of revenue and expense items.

The reporting requirements with 
regard to loan loss experience, gains 
and losses on securities, and hidden 
reserves, are essentially unchanged. 
However, greatei flexibility has been 
introduced by requesting that the 
information be provided in a suggested 
format rather than a fixed format. The 
suggested format calls for beginning 
balances, additions, deductions, and 
ending balances. The intent of the 
suggested format is to avoid the 
submission of net figures, which obscure 
the magnitude of the transactions and 
may distort any trend analysis. The 
report provides flexibility to enable a 
foreign banking organization to submit 
requested information in a manner that 
will not impose any undue burden.

The remaining information requested 
by the Confidential Report of 
Operations is financial data on foreign 
subsidiaries. In the initial proposal, the 
foreign banking organization was 
requested to furnish balance sheets, 
income statements, and statements of 
changes in capital accounts for all 
material foreign companies in which the 
foreign banking organization directly or 
indirectly owns, controls, or holds with 
power to vote 25 per cent or more of any 
class of shares. A company w as 
considered “m ateriar if (1) the 
investment and advances to the 
company exceeded 5 percent of the

foreign banking organization’s equity 
capital accounts? (2) the company’s 
gross income or revenue exceeded 5 
percent of the foreign banking 
organization's consolidated gross 
operating income or revenue; or (3) the 
company’s operations resulted in net 
income or net loss exceeding 5 percent 
of the consolidated net income of the 
foreign banking organization. The 
comments received on this proposal 
indicated that substantial problems 
exist with respect to providing this 
information, particularly with respect to 
companies in which the foreign banking 
organization owns between 25 and 50 
percent of the shares. The foreign 
organizations indicated that, as minority 
shareholders, they did not have access  
to full financial statements. The 
Confidential Report of Operations as 
adopted addresses these objections 
while maintaining the Board's ability to 
asse ss  the overall financial condition of 
the foreign banking organization. The 
final report requires financial statements 
on all majority owned, unconsolidated, 
material foreign companies. The 
submission of financial statements of 
unconsolidated, material investments is 
necessary to allow an analysis of the 
strength of the foreign banking 
organization. An additional change 
deletes the requirement that the foreign 
banking organization convert the 
statement to U.S. dollars. The definition 
of “material” is unchanged from the 
proposal.

With respect to investments of 
between 25 and 50 percent in material 
foreign companies, the report requires 
the foreign banking organization to 
provide financial data detailing the 
companies' total assets, total 
stockholders’ equity and net income.
This in fo rm a tio n  should be rea d ily  
ava ilab le  to a m in o rity  shareholder, and 
w i l l  p rov ide an adequate basis fo r 
assessing the exposure to the 
consolida ted operations o f the foreign 
banking organ iza tion  by the investm ent.

A  foreign banking organ iza tion  is 
exem pt from  filin g  the C on fiden tia l 
Report o f O pera tions i f  its  U.S. branches 
and agencies have ne ithe r to ta l 
aggregate lia b ilit ie s  to nonre la ted 
parties tha t exceed $100 m illio n  no r to ta l 
aggregate nonbank deposits, c red it 
balances and lia b ilit ie s  on acceptances 
tha t exceed $10 m illio n . A n y  foreign 
banking organ ization that owns or 
contro ls a U.S. com m ercia l bank or 
m ainta ins a branch insured by the 
Federal Deposit Insurance C orpora tion 
must file  the C onfiden tia l Report o f 
Operations.

A dop tion  o f U n ifo rm  Accounting 
Principles

The proposal required a foreign 
banking organ ization to subm it both 
consolida ted and paren t-on ly  fina nc ia l 
statements inc lud ing balance sheets,

income statements, statements of 
changes in capital accounts, and 
statements of changes in financial 
position. The comments received from 
the foreign banks focused on the burden 
imposed by the requirements. While the 
proposal did not establish uniform 
criteria for consolidating majority- 
owned investments, the comments 
indicated that this reporting requirement 
implied that the board w as imposing 
U.S. generally accepted accounting 
principles on foreign banking 
organizations in requiring consolidated 
statements.

In  revis ing these reporting 
requirem ents, the Board believes that 
the establishm ent o f un ifo rm  accounting 
c rite ria  is unnecessary i f  supplem ental 
data is reported on earnings and 
reserves, and separate fina nc ia l 
statements fo r unconsolidated, m ateria l 
fore ign subsid iaries are requested. T h is  
fina nc ia l in fo rm a tion  is needed to assist 
in  the analysis o f fina nc ia l statements 
that are not prepared on a un iform  
basis.

T im ing  Requirem ents
The comments received on the 

proposal stated that the filing deadline 
of 90 days after an organization’s fiscal 
year-end did not allow sufficient time to 
collect financial and other information 
on worldwide operations and/or 
translate the information into English. 
Some foreign banks indicated that 
financial statements are not available  
until after the annual shareholder 
meeting which is usually held from four 
to six months after the fiscal year-end. 
The comments generally recommended 
a filing date of six months after fiscal 
year-end.

The Board m od ified  the ins tructions to 
require subm ission w ith in  fou r months 
o f the end o f the organ ization 's  fisca l 
year. The ins tructions prov ide fo r 
extensions o f tim e to be granted on ly  on 
an item -by-itera basis. The length o f the 
extension w o u ld  be based on an 
assessment o f the ea rliest date w hen the 
in fo rm a tio n  can be p rov ided  w ith o u t 
undue burden or hardship. Experience 
w ith  current filings  by bo th dom estic 
and fore ign o rgan iza tions ind ica tes tha t 
reports are not rece ived u n til the filin g  
deadline, irrespective o f w hethe r the 
in fo rm a tion  is ava ilab le  at an ea rlie r 
date. A s adopted, the procedures fo r 
granting extensions o f tim e should 
prom ote the rece ip t o f some data w ith in  
a reasonably short period  o f time.

T iered Foreign O rganizations

In the proposal, a separate report was 
required o f each m em ber o f a tiered 
banking organ ization. The reports as 
revised trea t a tie red banking 
organ ization as a single en tity  for 
reporting purposes. The ins tructions in 
the reports describe the specific  
procedures to be fo llow e d  by  tiered 
foreign banking organ izations in  f ilin g  
the A nn ua l Report and the C onfiden tia l 
Report o f O perations.
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[Docket No. R-0257]

Report Requirement; Report of 
Intercompany Transactions for 
Foreign Banking Organizations and 
Their U.S. Bank Subsidiaries

a g e n c y : Board of Governors of the 
Federal Reserve System.
ACTION: Final Report Form.

SUMMARY: The Board of Governors has 
adopted a Report of Intercompany 
Transactions for Foreign Banking 
Organizations and Their U.S. Bank 
Subsidiaries (F.R. Y-8f) for 
implementation in the second quarter of 
1981. The report is intended to provide 
information on transactions between a 
United States subsidiary bank and its 
foreign parent company and certain 
affiliates of the foreign parent. The F.R. 
Y-8f is to be filed on a quarterly basis 
by foreign banking organizations that 
have consolidated assets of $300 million 
or more and that own or control 
commercial banks in the United States. 
FOR FURTHER INFORMATION CONTACT: 
Susannah M. Lawrence, Financial 
Analyst, Division of Banking 
Supervision and Regulation (202/452- 
2741) or Kathleen M. O’Day, Attorney, 
Legal Division (202/452-37*86), Board of 
Governors of the Federal Reserve 
System.
SUPPLEMENTARY INFORMATION: The F.R. 
Y-8f requests information on 
transactions between a United States 
bank and its subsidiaries and the United 
States bank’s foreign parent company 
and its majority-owned subsidiaries 
(termed "other BHC members” ).1 The 
information will assist the Board in 
monitoring intercompany transactions 
that may have adverse effects on the 
safety and soundness of a U.S. bank 
subsidiary of a foreign banking 
organization and will aid in determining 
whether a foreign banking organization 
serves as a source of strength to its U.S. 
subsidiary bank.

The F.R. Y-8f may be filed on the 
basis of each U.S. bank subsidiary’s 
intercompany transactions with other 
BHC members or a consolidated report 
may be filed on the basis of aggregate 
transactions between a foreign banking 
organization’s U.S. subsidiary banks 
and other BHC members. The report 
should be filed by or on behalf of only 
the top tier foreign parent company in 
order to avoid duplicate reporting by 
intermediate holding companies.

1 "Other BHC members" is defined to include (1) 
the foreign banking organization parent company 
(or companies) and (2) all of that company’s 
majority-owned subsidiaries that are neither U.S. 
banks nor direct or indirect subsidiaries of U.S. 
banks.

PRINTED IN

A sset transfers. Section I of the F.R. 
Y-8f requests information on asset 
transfers of more than $100,000 between 
the U.S. subsidiary bank and other BHC 
members effected during the reporting 
period. A sset transfers involving loans 
that were delinquent, nonperforming, or 
renegotiated at the time of transfer are 
to be reported separately. In addition, 
descriptive detail is required on any U.S. 
transfer that is equal to one per cent of 
the total equity of the bank participating 
in the transfer or $2 million, whichever 
is less. This section of the report did not 
receive extensive comment and remains 
essentially unchanged. However, 
comments received indicated that a 
foreign banking organization would be 
unable to gather requested information 
on transactions effected by foreign 
companies in which the foreign banking 
organization owned less than 50 per 
cent of the shares or that the 
organization did not otherwise control. 
The proposed form defined “other BHC 
members” to include all companies, 
through the first three tiers, in which the 
foreign banking organization owned or 
controlled 25 per cent or more of the 
shares. In response to the comments, the 
definition of “other BHC members” has 
been modified to include all majority- 
owned companies of the foreign banking 
organization.

Specific comment w as requested on 
whether the other major organizational 
grouping, “U.S. bank subsidiaries and 
their subsidiaries,” should be expanded 
to include U.S. branches and agencies of 
a foreign barilL Comments on this issue 
were mixed. Some commenters stated  
that because the purpose of the report is 
to monitor transactions between U.S. 
banking operations and all other 
operations, in order to assure the safety  
and soundness of the U.S. banking 
operation, all U.S. banking business 
conducted by a U.S. bank, branch or 
agency should be included within one 
grouping. Other commenters indicated 
that a U.S. branch or agency is an 
integral part of a foreign bank and to 
include its operations with those of a 
U.S. subsidiary bank would impair the 
Board’s ability to monitor the 
transactions of the U.S. bank. After 
consideration of the comments, the 
Board concluded that it would be 
appropriate to continue to include the 
U.S. bank and its subsidiaries as one 
major grouping since the primary 
purpose of the F.R. Y-8f is to isolate 
transactions between U.S. banks and all 
other members of the foreign banking 
organization.

Other Intercom pany Transactions and  
Balances. Section IlSaf the proposed F.R, 
Y-8f requested information on five types

of intercompany transactions and 
balances: (1) U.S. bank subsidiary 
expenses recognized during the period 
associated with amounts paid or owed 
to other BHC members: (2) 
intercompany liabilities and claims: (3) 
U.S. bank subsidiary participation in 
loans originated or syndicated by other 
BHC members: (4) U.S. Bank subsidiary 
loans or commitments made in 
connection with credit extended by third 
parties to other BHC members: and (5) 
compensating balances. After review of 
the burden imposed and the purposes of 
the report, the Board has eliminated the 
requirement for submission of 
information on loan participations. The 
proposal also required that average 
balances be calculated using weekly 
balances as of the close of business on 
each W ednesday falling in the reporting 
period. As revised, the report requires 
that average balances be calculated 
using the last 30 calendar days of the 
reporting period.

Foreign Exchange Transactions. 
Intercompany foreign exchange 
information is to be reported in Section 
III of the F.R. Y-8f. Under this section, 
the respondent is asked to report (1) 
whether any U.S. bank subsidiary (or 
any of its subsidiaries) has experienced 
a net realized loss or a net unrealized 
loss on foreign exchange transactions 
during the period: and (2) whether 
during the period any U.S. bank 
subsidiary (or any of its subsidiaries) 
w as a party to foreign exchange 
transactions with other BHC members at 
nonmarket rates.

In the original proposal, the Board 
requested comment on whether, in order 
to reduce reporting burden, there should 
be established an amount below which 
realized or unrealized loss need not be 
reported. Most comments addressed this 
issue by suggesting various cutoff 
points. After considering all comments 
received, the Board has revised the 
report to require reporting of a foreign 
exchange loss only if the loss is greater 
than one per cent of the total equity of 
the U.S. bank subsidiary, or one million 
dollars, whichever is less.
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