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Adoption of Generally Accepted Accounting Principles 
for the Purpose of Regulatory Reporting

To All State Member Banks and Bank Holding Companies
in the Second Federal Reserve District, and Others Concerned:

P rin ted  on the reverse side is a  statem ent issued by  the  Federal F inancial Institu tions 

E xam ination  C ouncil (F F IE C ) approving the adoption  o f  generally  accepted  accoun ting  princip les 

(G A A P ) as the reporting  basis for financial institu tions to  fo llow  in subm itting  R eports o f  C ond ition  

and  Incom e to  th e ir regula tory  agencies, effective w ith  the  M arch 1997 repo rt date. Q uestions 

regard ing  th is m atter m ay  be directed to  Sarah D ahlgren, M anager, B ank A nalysis  D epartm en t 

(Tel. N o. 212-720-7537).

Christine M. Cumming,
Senior Vice President

(O ver)
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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL

T he E xam ination  C ouncil announced that it has approved the adoption  o f  generally  accepted  
accounting  p rincip les (G A A P) as the reporting  basis for the balance sheet, incom e statem ent, and 
related  schedules in the bank R eports o f  C ondition  and Incom e (C all R eport), effective w ith  the  M arch 
1997 report date. A dopting  G A A P as the reporting  basis in the basic schedules o f  the C all R eport w ill 
elim inate  ex isting  differences betw een bank regulatory  reporting  standards and G A A P such as the 
accounting  trea tm en t o f  assets sold w ith  recourse, futures, forw ards, and  option  contracts, netting  on 
the balance sheet, and excess servicing fees.

The E xam ination  C ouncil’s action  w ill b ring  bank regulatory  reporting  into conform ity  w ith  
the G A A P reporting  basis already used for savings association  T hrift F inancial R eports and Federal 
R eserve bank  hold ing  com pany FR -Y  R eports. T his uniform  reporting  basis is consisten t w ith  the  
ob jectives o f  Section  307(b) o f  the R iegle C om m unity  D evelopm ent and R egu lato ry  Im provem ent A ct 
o f  1994, w hich  requires the federal banking agencies to  w ork jo in tly  to  develop a sing le form  fo r the 
filing  o f  core in form ation  by  banks, savings associations, and bank hold ing  com panies. T he adoption  
o f  G A A P also w ill resu lt in greater consistency in the inform ation collected  in regu la to ry  reports and 
general purpose financial statem ents. Furtherm ore, the E xam ination  C ouncil believes th a t adopting  
G A A P w ill reduce the reporting  burden as w ell as any confusion on the part o f  users abou t differences 
in the reporting  p rincip les governing regulatory  reports and financial statem ents.

A s G A A P does no t require the disclosure o f  all o f  the inform ation needed  by  the  federal 
banking  agencies and does no t address all o f  the agencies’ supervisory  concerns, institu tions w ould  
still have to  report, in supplem ental schedules and item s, som e inform ation needed fo r superv iso ry  and 
o ther purposes. F o r exam ple, supplem ental inform ation w ould  be needed fo r superv iso ry  m onitoring , 
for the ca lcu lation  o f  capital and o ther supervisory  ratios and lim its, fo r deposit insurance assessm ents, 
and fo r m onetary  po licy  purposes. Furtherm ore, over the com ing m onths the agencies w ill consider 
w hether any  actions, such as am endm ents to  regulatory  capital guidelines, should  be taken  to  address 
the superv isory  concerns underly ing the d ifferences betw een regulatory  reporting  standards and G A A P. 
M oreover, the  E xam ination  C ouncil and the agencies w ill continue w hen necessary  to  issue specific 
reporting  guidance th a t falls w ith in  the range o f  acceptable practice under G A A P (for exam ple , as is 
curren tly  the case for the  allow ance for loan and lease losses), and each agency  w ill re ta in  ex isting  
au thority  to  require an institu tion  to  report a  transaction  in regulatory  reports in accordance w ith  the 
agency ’s in terpretation  o f  G A A P.
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