Federal Financial Institutions Examination Council

| ARAPRE — 3
Call Report &, HX

Board of Govarnors of the Faderal Reserve Syslem
OMB Mumber: 7100-0036

Federal Deposil Insurance Corporation
OMB8 Number: 3064-0052

Cffice of the Comptreller of the Currency
OMB Number: 1557-0081

Expires March 31, 2005

Pleass refar to page I,

Table of Conlents, for

the required disclosure
of estimated burden.
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This report Is required by law: 12 U.S.C. §324 (State member
banks); 12 US.C. §1817 (State nonmember banks); and
12 U.S.C. §161 {Natlonal barks).

20030331
(RCRI 5599)

This report form Is to be filed by banks with domestic offices only.
Banks with foreign offices (as defined in the Instructions) must file
FFIEC 031.

NOTE: The Reports of Condition and [ncome must be signed

. by an authorized offlcer and the Report of Condifion must be
attested to by not less than two directors (trustees) for State
nonmember banks and three directors for State member and
National banks.

l .
' Name and Tille of Officer Authorlzed to Sign Report

of the named bank do hereby declars that.the Reperis of
Conditien and income (including the supporting schedulss) for
this report date have been prepared in conformance with the
instructions Issued by the appropriate Federal regulatory author-
ity and are true to the best of my knowledge and belief.

The Reports of Condition and Income are to be prepared In

~ accordance with Federal regulatory authority instructions.

We, the undersigned dirsctors (trustees), attest to the correctness
of the Report of Condition (including the supporting schedules)
for this report date and declare that it has been examined by us
and to the best of our knowledge and bellef has been preparad In
conformance with the Instructions issued by the appropriate Fed-
eral regulatory authority and is tfrue and correct.

Director {Trustes)

Signature of Officer Authorized ta Sign Report

Direclor (Trustee)

Bale of Signature

Diractor {Trustas}

Submission of Reports

Each bank must prepare Its Reports of Condition and Income
either:

{(a) In electronic form and then file the computer data file directly
with the banking agencies' collection agent, Electronic Data
Systems Corporahon (EDS), by modem or on computer
diskette; or

{b) in hard-copy {(paper) form and arrange for another party to
convert the paper report Lo electronic form, That party {if other
than EDS) must transmit the bank's computer data file to
EDS.

For electronic flling assistance, contact EDS Call Report
Services, 2150 N. Prospect Ave., Milwaukee, WI 53202, tele-
phone (800) 255-1571.

To fulflll the signature and attestation requirement for the Reports

.of Condition and Income for this report date, attach thls signature

page (or a photocopy or a computer-generated version of this
page) to the hard-copy record of the completed report that the
bank places In.its files.

FDIC Certificate Number

{RCRI 9050)

Legal Title of Bank (TexT 9010)

Cily rrexT 9130

Slate Abhrev. {TEXT 8200 ZIP Cade [rexr 9220)

Board of Governors of the Feg!eral Reserve System, Federal Deposil Insurance Corparation, Office of the Comptroller of the Currency
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Loans and Leases and Changes in Allowance
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Schedule RI-E—EXPIaNations ..............eerreeennioeen RI6, 7

Disclosure of Estimated Burden

The eslimated average burden associated with Lhis Information colleclion [s
37.0 heurs per respondent and s eslimated to vary from 15 lo 660 haurs per
response, depending on Individual cirgurhstances. Burden estimates Include the
time for reviewing instruclions, galhering and malntaining data in the required form,
and complating the Information collection, but exclude the time for compiling and
mainlaining business records in the narmal course ol a respondent's activities, A
Fedaral agency may not conduct or sponsor, and an organization {or a person) Is not
raquired 1o respond to a collection of Infarmalion, unless it displays a currently valid
OMB control number. Commenls goncerning the accuracy of this burdan estimate
and suggestions for reducing this burden should be directed to the Oiffice of Informa-
tlon and Regulatory Aflalrs, Office of Managemenl and Budget, Washlngton. D.C.
20503, and to one of the following:

Secretary
Board of Governors of lhe Faderal Reserve System
‘Washingtan, D,C. 20551

Legislalive and Regulatory Analysis Divisien
Office of the Compiroller of the Currency
‘Washingten, D.C, 20219

Asslstant Execulive Secretary
Federal Deposit Insurance Corporallon
Washington, D,G, 20429

Schedule RC-C—Loans and Lease Financing

Receivables:
Part |, Loans and LEases ......crvvrremeivreisenins RC-6, 7
Part Il. Loans to Small Businesses and

Small Farms (to be completed for the

June report oniy; not included in the

forms for the September and.

December reports) ... inieieane RC-7a, 7b

Schedule RC-D—Trading Assets and Liabilities
(to be completed only by selected banks)..............RC-8

Schedule RC-E—Deposit Liabillities.,...........c0.o.... RC-9, 10

Schedule RC-F—Qther Assefs......coveeiiiicnniiinn, RC-11
Schedule RC-G—0Other Liabilities....c..oovvevenveriinieene RC-11
Schedule RC-K—Quarterly Averages ... RC-12
Schedule RC-L—Derivatives and .

Off-Balance Sheet ltems ........cccovvivieiivanie RC-13, 14
Schedule RC-M—Memoranda ........ceevvieiiiiinniee s RC-15
Schedule RC-N—Past Due and Nonaccrual

Loans, Leases, and Other Assets ......cccevvenine RC-16, 17
Schedule RC-O—Other Bata for Deposit

Insurance and FICO Assessments.........ecow. RC-18, 19

Schedule RC-R—Regulatory Capital .....RC-20, 21, 22, 23

Schedule RC-S—S8ervicing, Securitization,

and Asset Sale Activities......occe v, RC-24, 25, 26
Schedule RC-T—Fiduclary and
Related Services . omiiisinerranens RC-27, 28, 29

Optional Narrative Statement Concerning
the Amounts Reparted in the Reports
of Condition and INCOME ......ocvvcieiiieriinesinsaneens RC-30

Special Report (to be completed by all banks)

For information or assistance, National and State nonmem_bér banks should contact the FDIC's Reports Analysis and Quality Contral
Seclion, 550 17th Street, NW, Washington, D.C. 20429, toll free on {800) 688-FDIC(3342}, Monday through Friday between 8:00 a.m.
and 5:00 p.m., Eastern time. Stale member banks should contact thelr Federal Reserve District Bank.
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Schedule RI-A—-Chlanges in Equity Capital

Indicate decreases and losses In parentheses,

Dollar Amounts In Thousands [pg) AD [Bd | MI | Thou
1, Total equity capital most recently reported for the December 31, 2001, Reports of Condition .
and Income (l.e., after adjustments from amended Reports of INCOME) .....crvnrimsirsessrorssesimassenanes 3217 | [ | 1,
2. Restatements due to corrections of materlal accounting errors and changes in L -
accounting principles® v cnirsumirens 8507 2.
3. Balance end of previous calendar year as restated (sum of Hems 1 and 2} ...veoeererneniiresssssssions B508 3. .
4, Net Income {loss) (must equal Scheduld R, IEM 12)...ceosorssmmsnnssss s sssiseses 4340) 4,
5. Sale, converslon, acqulsltlon or retirement of capital stack, net (excluding treasury stock trans- SR
BICHONIS). e veeusrereaicresnesasssiossensantsssssssssssssse ssssassess sasassnessssesssseasesassarsssnrasassarassaedbhebs bast ohs LIRSS SERS VA RE BORSELES BS509 5.
6. Treasury stock lransaclions, net B510 6.
7. Changes Incldent to business combinations, net......... 4356 7.
8. LESS: Cash dividends declared on preferred stock 4470 8.
9. LESS: Cash dividends declared on common stock...... rereeresenesennienses | 3460 9.
10. Other COmMPrenensiVE INCOMBT ... o ireceesevereissrissr s ssssssessteasssssassssbsssassssasess sessessese e bisttssassias s B511 10
11. Other transactions with parent holdirig company* (not included In itemns 5, 6, 8, or 9 above) ........... [4418] 1.
12. Total equity capital end of current perlod (sum of items 3 through 11} (must equal R T e
SCEAUIE RC, O 28) .v1vvsecsesseesesstssessassssssssssssesssssssssssssessssesssresssessssessssssssssssessssasassasassssasesesns 30| | | 12.

* Describe on Schedule RI- E—Explanatlons
* Includes changes In net unrealized holding gains (losses) on available-for-sale securitles, changes in accumulated net gains {losses} on cash flow hadges,
forelgn currancy translation adjustments, and changes In minimum pension liability adjustments.

Schedule RI-B—Charge-offs and Recoveries on Loans and Leases
and Changes in Allowance for Loan and Lease Losses

- Part |. Charge-offs and Recoveries on Loans and Leases

Part | excludes charge-offs and recoveries through {Column A) (Column B)
the allocated fransfer risk reserve. Charge-oifs’ Recoverles
Calendar year-to-date
Dollar Amounts in Thousands [giap | 8if | Mi | Thou [RIAD] Bt | M1 | Thou
1. Loans secured by real estate: R R '
a. Construction, land development, and other land loans In domestic e e : o I : :
OGBS e e renr s ressreceassnarsasassesensssessassssssaraseas 3582 3583 1.a.
b, Secured by farmland In domestic offices 3584| 3585 1.b.
¢. Secured by 1—4 famlly residential propertles in domestic offices: ' ’ - N
(1) Revolving, open-end loans secured by 1-4 famlly residentlal - - : e
properties and extanded under lines of credit........c.mcine. 5411 | | i | 54121 | | 1.6{1)
(2) Closed-end loans secured by 1—4 family residential properties: : :
(a) Secured by first Hens ... C234 €217 1.e42)a)’
() Secured by JUNIOT HEMS ....cvuvvviivinseresisnssiesssiesssirsesssssssrasmmssnnse C236 c218| 1.6.(2)(b)
d. Secured by muitifamily (5 or more) residential propertles In ‘
AOMESHC OffICBS.. rrurserrerarsesrserssresosrsrersrrassrssaressessseessassoses s sssnssssarosesseses 3588 3589 1.d.
e. Secured by nonfarm nonresidential properties in domestic offices ......... 3580 3591 ie.
f. 1N TOrBIgN OFfICES ..ovicveeeucrierennrrenseesesemssent e se it ses bt sussisasstssasassbsasassans s B512 B513 1f
2. Loans to depository instifutions and acceptances of other banks:
a. To U.S. banks and other U.S. depository InSHUtONS ......cererroreerecernsrenees 4653 4663 2.a,
B, TO fOrOIGN DAMKS «..cvvsrrreereinerirmsssrmsresssnsssstin sssttorssessstvasssissssissssrasspesson 4654 4664 2.b.
3. Loans to finance agricultural production and other loans to farmears ......... 4655 4885 3,
4, Commercial and industrial loans:
a. To U.S, addressees (HOMIGHE) ... erersmreveivemsssssssmssssiniciesssnsisssssarens 4645 4617 4.a.
b. To non-U.S. addressees (domiClle) ... eererrsemmsssssssssissssserions 4648 4618 4.b.

! In¢clude write-downs arising from transfers of loans to a held-for-sale account.

—58—
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Legal Tile of Bank ' ‘ 7
FDIC Certificate Number L_L_1_1 | |
Schedule RI-B—Continued
Part 1. Continued - {Column A) " {Column B)
. Charge-offs! Recoveries
‘ Calendar year-to-date
Dollar Amounts In Thousands I'riap [ en | mir [ Thou | RIAD| g [ mi [ Thou
6. Loans to Individuals for household, family, and other personal o e T D ;
expenditures; : B ST
A, Credit Cards v i e s . 55141‘ | _ I |B515| I ] S.a.
b. Other (includes single payment, Instailment, all student loans, and |-l — . . . & .
revolving credit plans other than credit cards)..........‘ ............................... B518 B617 B.b.
6. Loans to foreign governments and officlal Instlfutions .. 4843 4827 6.
7. All OthF I08NS ...cvvuveeeseisericsssasiostarersemnisnes S 4844 | 14628 7.
8. Lease financing recelvables: : S S U e P Ve S
a, To U.S. addressees {domiclle) ......... 4658 4668 8.a.
b. To non-U.S. addressees {domiclle).... 4859 4869 8.b.
9. Total {sum of ems § through Bl meimseeresiramsinressssins et 4835 4605 9.
{Column A} (Column B}
Memoranda _ Charge-offs! Recoveries
Calendar year-fo-date
- Dollar Amounts In Thousands [Riap | eIl | mil | Thou [RIAD] Bil | MIl | Thou
‘1. Loans to finance commerclal real estate, construction, and land " e 5{ G -;' T
development activities (not secured by real estate) included In TN - SRS W PR TR L
Schedule RI-B, part |, tems 4 and 7, @HOVE .......cceeermreseressersnmsrasscsssrsecsonese f5409| | __[5410] | | _{ M.,
2. Loans secured by real estate to non-U.S. addressees {domicile) i R S N ST B LA
(included in Schedule RI-B, part [, ltem 1, 8bOVEYu.u.rmmwnn. e tesrssssssann gg52] | | Jaeea] [ | M.2.
1 Include wilte-dawns arising .from transfers of loans to a held-for-sale account. '
Part Il. Changes in Allowance for Loan and Lease Losses
l Dollar Amounts In Thousands RIAD | Bil | Mil | “Thau
1. Balance most recently reported for the December 31, 2001, Reports of Condition
and Income (i.e., after adjustments from amended Reports of Income) B522 1,
2. Recoveries (must equal part |, ltem 9, column B above) ... . coesssesrossnnanns | 2608 2,
3. LESS: Charge-offs (must equal part I, item 9, column A above Iess Schedule RI-B
PAFE U, HBIM 4) 1ovvvurveeessessseresensesesonsesrsssrasstsssenssssasrestissssssasessssasssssesass oss s sssbasesss shsaismebesesassesese s €078 3,
4, LESS: Write-downs arising from transfers of loans to a held-for-sale account 5623 4,
5. Provision for loan and lease losses (must equal Schedule RI, item 4) 4230 5.
8, Adjustments* {see instructions for this schedule) ...t 233 6.
7. Balance end of current perlod (sum of items 1, 2, 5, and 6, less items 3 and 4)
(Must equal SChAdUIB RG, IBIM 4.6) vvuurrrieersssesseseintonsssisstssssasssnsesssssasssssssssssasssssssasssassssssssstione st28] | | 7.

* * Describe on Schedule RI-E—Explanations.
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FFIEC 031
Page RC-17
Legal Tille of Bank 27
FDIC Certificate Number L_L_1_1_] |
Schedule RC-N—Past Due and Nonaccrual Loans, Leases, and Other Assets
{Column A) (Column B) {Column C)
Past due Past dus 90 - Nonaccrual
30 through 89 days or more
days and still and still
accrulng accruing
Dollar Amounts In Thousands [reon] a1l | Mi | Thou |[RCON] BI | MI | Thou [RCON] BII | Mil. | Thou
: Loans secured by real estate: T P e .
a. Construction, land development, and ‘other sty e A I
land loans in domestic offlces ..., 2759 2769 3492 1.a,
b. Secured by farmland in domestlc éffices ......... | 3493 3484 3495 1.b.
c. Secured by 1-4 famlly residential N b o T Lol
propertles in domestic offices: . ;;. RS IR .
(1) Revolving, open-end loans secured by RSP SR 1
1—4 famlly residential propertles and L e PR A R
extended under Jines of credit....cvrinines 5398 | .l | | _ | 5400 |‘ | 1.¢.{1)
(2) Closed-end loans secured by RN o O
1~4 famlly residential propertles: Cis i e el T )
(a) Secured by first liens .. .. | 56236 cas7 c229 1.c.(2){a)
(b) Secured by junior Iiens . [C238) C239 c230 1.c.(2)(h)
d. Secured by multifamily (5 or mors) resldenﬂal LT T CIT IR I AT S
propertles In domestic officas ..o 3499 | | | 3500( | | 3501 | f 1.d.
e. Secured by nonfarm nonresidentlal B T TN R R Tk LT
properties in domestic offlces ... 3502 | L 3503 f | 3504 N 18
ROFM|-- o™il [ReeN| D .. RCFN .
o 10 fOTeIgN OffiCeS wuvverreeesseessssssersssssessssesssssnesens =172 I I N ) R I I 7 [ 1.
. Loans to deposltory institutions and acceptances | .- e T L g
of other banks: - :
a. To U.S. banks and other U.S. depository RCFD RCFD| * RCFD
INSHIULIONS cuvrsicensrenreeernsreiirennscrsenaivarstienssarensses | OSOT 6378 5379 [ 2.3,
b. To foraign Danks .....cccieereerversmsseressersiasmsronans 5380 5381 5382 2.b,
. Loans to finance agricultural production and : . L
other 108n5 10 farMEBrS ... ceeeciessavesnassrvessirenses 1594 | | | 1597 | | | 1583 | | 3,
. Commerclal and industrlal loans; . ' '
a. To U.S. addressees (domiclle) ....eereervrerrenns | 1251 1252 1253 4.a,
b. To non-U.S. addressees {(domiclie) ... 1254 1255 1256 4.b.
. Loans to Individuals for household, family, and
other personal expend[tures:
8. CIEIt CAIGS vovuervvsimssrsirsssssssssssssssssssnserson Bs7s| | | [este| | [ [ss77] | 5.a.
b. Other (includes single payment Installment,
all student Joans, and revolving credit plans
other than credit Cards) ... e B578 | | | 8579 | | B580] l " 5.b.
. Loans to foreign governments and officlal
TNSHEUTIONS crvviiriisn et e v ssesesesssraes 5389 5390 5361 6.
Al Other [0@NS ...rcviniersiimisrissres e 5459 5480 5461 7, )
. Lease financing recelvables:
a, Of U.S. addressees (domlcile) .......... Taarerssrsens 1257 1258 1259 B.a
b. Of non-U.S. addressees (domicile) ....cc.ceurnrens 1271 1272 1781 8.b.
. Debt securltles and other assets {axclude
other real estate owned and other repossessed
assets) i, ... 13505 | | | 3506 | ' | 3507 | | 9.
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Schedule RC-N—Continued o 28

Amounts reported in Schedule RC-N, items 1 through 8, above include guaranteed and unguaranteed portions of past due and nonaccrual
loans and leases. Report in ltem 10 below certain guaranteed loans and leases that have already been included in the amounts reported in
items 1 through 8,

(Column A) {Column B} - {Column C)
Past due _ Pastdue 90 Nonaccrual
30 through 89 days or more
days and stlll and still
aceruing accruing

Dollar Amounts In Thousands [rerp el [ Ml | Thou [RCFD] BIL | M | Thou |RCFD] BN | Wil | Thou
10. Loans and leases reported In items 1 through 8 I B N o
above which are wholly or partially guaranteed

by the U.S. GOVEriMENt....i e sessesenesisens 5612 | | | 5513_' | | 5614 [ 10.
a. Guaranteed portion of loans and leases S NI EA L Lol fe i e e
included In item 10 @bOVE...umrvvesmren rersnasns 5615 | | 5616 | ' | 5617 | | | 10.a.
(Column A} (Column B) (Column C)
Past due Past due 90 Nonaccrual
30 through 89 days or more
days and sti and still
Memoranda accruing aceruing

Dollar Amounts In Thousands [rcro] en | i [ Thou [RCFD[ BIl | i | Thou [ReFD] 81 | Mi | Thou

1. Restructured loans and leases Included in

Schedule RC-N, items 1 through 8, abova L g
(and not reported In Schedule RC-C, Part I, ey [T e e et e L e s
MEMOFaNGUM HBM 1) cvvvvssssessssssssemesresssssssssseses ese} | | fdeso[ | | [test] [ ] M.1.
2. Loans to finance commaercial real estats, LU s e e e T T
construction, and land development activities RUDEIRRIEY NIt B T m R i
{not secured by real estate) included In AT I LRI SO Do wwt v
Schedule RC-N, items 4 and 7, 8bOVE ..sve.ssern esse| | [ lessel [ [ Jeseo] T [ |ma
3. Loans secured by real estate to non-U.S. C R T S e
addressees (domsile} {included in SN e R I
Schedule RC-N, Hem 1, above) ...vumumeerusmisins oprees] [ ] ftaee] [T 126 [ T |ma
4, Not applicable . I T T . e '
5. Loans and leases held for sale (included in : S R il L
Schedule RC-N, items 1 through 8, above).....[€240] [ [ feaas| T 7 cazs] [ ] M.5.
{Column A} {Column B)
Past due 30 Past due 90
through B9 days ‘days or more

8, Interest rate, foreign exchange rate, and other RCFD| Bt | Mi {Thou |RoFD] Bil | Mi | Thou
commaodity and equity contracts: :
Falr value of amounts carried as assets........u.... 3528 | | | 3530] | | M.B.

Person to whom questions aboul the Reports of Condition and Income should be directed:

MName and Title (TexT aso1}

E-mall Address (TexT 4nas)

Telephone: Area codel/phone number/extension (rex se02) FAX: Area code/phone number (rexT s11g)
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Past Due. Nonaccrual. Restructured Mg

FFIEC 031 and 041 . ' RC-N - PAST DUE

SCHEDULE RC-N -- PAST DUE AND NONACCRUAL LOANS, LEASES,
AND OTHER ASSETS

SGeperal Instructions

Report on a fully consolidated basis all loans, leases, debt securities, and other assets that are past due

or are in nonaccrual status, regardless of whether such credits are secured or unsecured and regardless

of whether such credits are guaranteed by the government or by others. Loan amounts should be

reported net of unearmned income to the extent that they are reported net of unsarned income in :
Schedule RC-C. All lease, debt security, and other asset amounts must be reported net of unearned |
income. Report the full outstanding balances of assets that are past due or in nonaccrual status, as

reported for purposes of Schedule RC, Balance Sheet, not simply the delinguent payments,

For report dates through Degember 31, 2000, the information reported in column A on assets past due
30 through 89 days and still accruing and in all of Memorandum item 1 on restructured loans and leases
included in the past due and nonaccrual totals will be treated as confidential on an individual bank basis
by the federal bank supertvisory agencies. Beginning with the March 31, 2001, report date, all of the
information reported in Schedule RC-N for each bank will be publicly available.

Banks which service for others Government National Morigage Association (GNMA) pools consisting of
1-to-4 family residential mortgage loans insured by the Federal Housing Administration (FHA) or the
Farmers Home Administration (FmHA} or guaranteed by the Veterans Administration (VA) and which, in
order to satisfy GNMA's servicing requirements, choose to purchase delinquent FHA, FmHA, or VA
residential mortgages in foreclosure status from the pool in lieu of continuing to make monthly advances
to the pool need not report such loans in Schedule RC-N provided the process of reimbursement by FHA,
FmHA, or VA is proceeding normally.

Definiti

Past Dug -- For purposes of this schedule, grace periods allowed by the bank after a loan or other asset
technically has become past due but before the imposition of late charges are not to be taken into
account in determining past due status. Furthermore, loans, leases, debt securities, and other assets are
to be reported as past due when either interest or principal is unpaid In the following circumstances:

(1) Closed-end installment loans, amortizing loans secured by real estate, and any other loans and lease
financing receivables with payments scheduled monthly are to be reported as past due when the
borrower is in arrears twa or more monthly payments. (At a bank's optian, loans and leases with
payments scheduled monthly may be reported as past due when one scheduled payment is due and
unpaid for 30 days or more.) Other multipayment obligations with payments scheduled other than
monthly are to be reported as past due when one scheduled payment is due and unpaid for 30 days or
more.

(2} Open-end credit such as credit cards, check credit, and other revolving credit plans are to be reported
as past due when the customer has not made the minimum payment for two or more billing cycles.

(3) Single payment and demand notes, debt securities, and other assets providing for the payment of
interest at stated intervals are to be reported as past due after one interest payment is due and unpaid
for 30 days or more.

(4} Single payment notes, debt securities, and other assets providing for the payment of interest at

maturity are to be reported as past due after maturity if interest ot principal remains unpaid for 30 days
or more.

FFIEC 031 and 041 RG-N-1 RC-N - PAST DUE
(3-01)



FFIEC 031 and 041 RC-N - PAST DUE

Definitions (cont)

(5) Unplanned overdrafts are to be reported as past due if the account remains continuously overdrawn
for 30 days or more, .

For purposes of this schedule, banks should use one of two methods to recognize partial payments on
“retail credit,” i.e., open-end and closed-end credit extended to individuals for household, family, and other
personal expenditures, including consumer loans and credit cards, and loans to individuals secured by
their personal residence, including home equity and home improvement loans. A payment equivalent to
90 percent or more of the contractual payment may be considered a full payment in computing
delinquency. Alternatively, a bank may aggregate payments and give credit for any partial payment
received. For example, if a regular monthly instaliment is $300 and the borrower makes payments of anly
$150 per month for a six-month period, the loan would be $900 ($150 shortage times six payments), or
three monthly payments past due. A bank may use either or both methods for its retail credit, but may not
use both methods simultaneoysly with a single loan.

Nonaccrual -- For purposes;of this schedule, an asset is to be reported as being in nonaccrual status if:
(1) it is maintained on a cash basis because of deterioration in the financial condition of the borrower,
(2) payment in full of principal or interest is not expected, or

(3) principal or interest has been in default for a period of 90 days or more uniess the asset is hath well
secured and in the process of collection.

An asset Is "well secured" if it is secured (1) by collateral in the form of liens on or pledges of real or
personal property, including securities, that have a realizable value sufficient to discharge the debt
(including accrued Interest) in full, or (2) by the guarantee of a financially responsible party. An asset is
“in the process of coliection” if collection of the asset is proceeding in due course either (1) through legal
action, including judgment enforcement procedures, or, (2) in appropriate circumstances, through
collection efforts not involving legal action which are reasonably expected to result in repayment of the
debt or in its restoration to a current status in the near future. :

For purposes of applying the third test for nonaccrual status listed above, the date on which an asset
reaches nonaccrual status is determined by its contractual terms. If the principal or interest on an asset
bacomes due and unpaid for 90 days or more on a date that falls between report dates, the asset should
be placed In nonaccrual status as of the date it becomes 90 days past due and it should remain in
nonaccrual status until it meets the criteria for restoration to accrual status described below.

In the following situations, an asset need not be placed in nonaccrual status:

(1) The criteria for amortization (i.e., accretion of discount) specified in AICPA Practice Bulletin No, 6 are
met with respect to a loan or other debt instrument acquired at a discount (because there is
uncertainty as to the amounts or timing of future cash flows) from an unaffiliated third party (such as
another institution or the receiver of a failed institution), including those that the seller had mairitained
in nonaccrual status. '

(2) The asset upon.which principal or interest is due and unpaid for 90 days or more is a consumer loan
or a loan secured by a 1-to-4 famlly residential property. Nevertheless, such loans should be subject
to other alternative methods of evaluation to assure that the bank's net income is not materially
overstated. To the extent that the bank has elected to carry such a loan in nonaccrual status on its
books, the loan must be reported as nonaccrual in this schedule.
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Definitians (cont

As a general rule, a nonaccrual asset may be restored to accrual status when;

(1) none of its principal and interest is due and unpaid, and the bank expects repayment of the remaining
contractual principal and interest, ot

{2) when it otherwise becomes well secured and in the process of collection,

For purposes of meeting the first test for restoration to accrual status, the bank must have received
repayment of the past due principal and Interest unless, as discussed in the Glossary entry for "nonaccrual
status,”

(1) the asset has been formally restructured and qualifies for accrual status,

(2) the asset has been acqui’red at a discount (because there is uncertainty as tothe amounts or timing of
future cash flows) frony an unaffiliated third party and meets the criteria for amortization (i.e., accretion
of discount) specifled in AICPA Practice Bulletin No. 8, or

(3) "the borrower has resumed paying the full amount of the scheduled contractual interest and principal
payments on a loan that is past due and In nonaccrual status, even though the loan has not been
brought fully current and certain repayment criteria are met.

For further information, see the Glossary entry for "nonaccrual status.”

Restructiired -- For purposes of this schedule, restructured [oans and leases are those loans and leases
whose terms have been modifled, because of a deterioration in the financial condition of the borrower, to
provide for a reduction of either interest or principal. Once an obligation has been restructured because of
such credit problems, it continues to be considered restructured until paid in full or, if the abligation yields
a market rate, until the year subsequent to the year in which the restructuring takes place. A loan
extended or renewed at a stated interest rate equal to the current interest rate for new debt with similar
risk is not considered a restructured loan. Also, a loan to a purchaser of "other real estate owned" by the
reporting bank for the purpose of facilitating the disposal of such real estate is not con5|dered a
restructured [can.

For further information, see the Glossary entry for "troubled debt restructurings.”
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Offsetting the assets and liabliities recognized for conditional or exchange contracts outstanding with a
single counterparty results In the net position between the two counterparties being reported as an asset
or a liability in the Report of Condition. The reporting entity's choice to offset or not to offset assets and
liabilities recognized for conditional or exchange contracts must be applied consistently.

Offsetting of assets and liabilities Is also permitted by other accounting pronouncements [dentified in
Interpretation No. 39. These pronouncements appiy to such items as leveraged leases, pension plan
and other postretirement benefit plan assets and liabilities, and deferred tax assets and.liabilities.

In addition, FASB Interpretation No. 41, "Offsetting of Amounts Related to Certaln Repurchase and
Reverse Repurchase Agreements," describes the circumstances in which amounts recognized as
payables under repurchase agreements may be offset against amounts recognized as receivables
under reverse repurchase agreements and reported as a net amount in the balance sheet. The
repoiting entity's choice to offset or not to offset payables and receivables under Interpretation No. 41
must be applied consistently.

See also "reciprocal balgnces.”

One-Day Transaction: See “federal funds transactions.”
QOnption: Sea."derivative contracts."

Organizatiop Costs: See "start-up activities.”
Other Denository Institutions in the LS : See "depository institutions in the U.S."
Other Reat Fstate Owned: See "foreclosed assets" and the instruction to Schedule RC-M, item 3.

Qverdraft: An overdraft can be either planned or unplanned. An unplanned overdraft occurs when a
depository institution honors a check or draft drawn against a deposit account when insufficient funds are
onh deposit and there is no advance contractual agreement to honor the check or draft. When a
contractual agreement has been made in advance to aliow such credit extensions, overdrafts are
referred to as planned or prearranged. Any overdraft, whether planned or unplanned, is an extension of
credit and is o be treated and reported as a "loan" rather than being treated as a negative deposit
balance.

Planned overdrafts in depositors' accounts are to be classified in Schedule RC-C, part |, by type of loan
according to the nature of the overdrawn depositor. For example, a planned overdraft by a commercial
customer is to be classified as a "commercial and industrial loan."

Unplanned overdrafts in depositors’ accounts are to be classified in Schedule RC-C, part |, as "All other
loans,” Lnfess the depositor is a depository institution, a foreign government aor forelgn official institution,
or a state or poiitical subdivision in the U.S. Such unplanned overdrafts would be reported in

Schedule RC-C, part |, item 2, "Loans to depository institutions and acceptances of other banks," item 7,
“Loans to foreign governments and official institutions," and item 8, "Obligations (cther than securities
and leases) of states and political subdivisions in the U.S.," respectively.

For purposes of treatment of overdrafts in depositars' accounts, a group of related transaction accounts
of a single type (i.e., demand deposit accounts or NOW accounts, but nat a combination thereof)
maintained in the same right and capacity by a customer (a single legal entity) that is established under
a bona fide cash management arrangement by this customer function as, and are regarded as, one
account rather than as multiple separate accounts. 1n such a situation, overdrafts in one or more of the

~3
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(1) Unsecured loans (federal funds sold) or borrowings (federal funds purchased). (In some market
usage, the term “fed funds" or "pure fed funds” is confined to unsecured loans of immediately
available balances.)

(2) Purchases (sales) of financial assets (other than securities) under agreements to resell
(repurchase) that have original maturities of one business day (or are under continuing contracts)
and are in immediately available funds. : .

Any borrowing or lending of immediately available funds in domestic offices that has an original maturity
of more than one business day, other than securities repurchase or resale agreements, Is to be treated
as a borrowing or as a loan, not as federal funds. Such transactions are sometimes referred to as

- i . A federally-sponsored lending agency is an agency or
corporation that has been chartered, authorized, or organized as a result of federal legislation for the
purpose of providing credit services to a designated sector of the economy. These agencies include
Banks for Cooperatives, Federal Home Loan Banks, the Federal Home Loan Mortgage Corporation,
Federal Intermediate Credit Banks, Federal Land Banks, the Federal National Mortgage Asscciation,
and the Student Loan Marketing Association.

Eees, Loan: See "loan fees.”

ats: The accounting and reporting standards for foreclosed assets are set forth in
FASB Statement No. 18, "Accounting by Debtors and Creditors for Troubled Debt Restructurings,” and
FASE Statement No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets.”
Subsequent to the issuance of Statement No.- 144, AICPA Statement of Position (SOF) No. 92-3,
"Accounting for Foreclosed Assets” was rescinded. Certain provisions of SOP 92-3 are not present In
Statement No. 144, but the application of these provisions represents prevalent practice in the banking
industry and Is consistent with safe and sound banking practices and the accounting objectives set forth
in Section 37(a) of the Federal Deposit Insurance Act. These provisions of SOP 82-3 have been
incorporated into this Glossary entry, which banks must follow for purposes of preparing their Reports
of Condition and Income. '

A bank that receives from a borrower in full satisfaction of a loan either a receivables from third party,
an equity interest In the borrower, or another type of asset (except a long-lived asset that will be sold)
shall account for the asset received at its fair value at the time of the restructuring, When a bank
receives a long-lived asset, such as real estate, from a borrower in full satisfaction of a loan, the
long-fived asset is rebuttably presumed to be held for sale and the bank shall account for this asset at
its fair value less cost to sell. This fair value (less cost to sell) becomes the "cost” of the foreclosed
asset. The amount, if any, by which the recorded amount of the loan exceeds the fair value (less cost
to sell) of the asset is a loss which must be charged to the allowance for loan and lease losses at the
time of foreclosure or repossession. (The recorded amount of the foan is the loan balance adjusted for
any unamortized premium or discount and unamortized loan fees or costs, less any amount previously
charged off, pius recorded accrued interest.)

If an asset is sold shartly after it is received in a foreclosure or repossession, it would generally be
-appropriate to substitute the value received in the sale (net of the cost to sell for long-lived assets that
will be sold such as real estate) for the fair value (less cost to sell for long-lived assets that will be sold
such as real estate) that had been estimated at the time of foreclosure or repossession. Any
adjustments should be made to the loss charged against the aliowance. In those cases where property
is received in full satisfaction of an asset other than a loan (e.g., a debt security), the loss should be
reported on the income statement in @ manner consistent with the balance sheet classification of the
asset satisfied.
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An asset received in partial satisfaction of a loan should be accounted for as described above and the
recorded amount of the loan should be reduced by the fair value {less cost to sell) of the asset at the
time of foreclosure.

For purposes of these reports, foreclosed assets include loans where the bank, as creditor, has
received physical possession of a borrower's assets, regardless of whether formal foreclosure
proceedings take place. In such situafions, the secured loan should be recategorized on the balance
sheet in the asset category appropriate to the underlying collateral {e.g., as other real estate cwned for
real estate collateral) and accounted for as described above.

The amount of any senior debt {principal and accrued interest) to which foreclosed real estate is subject
at the time of foreclosure must be reported as a liability in Schedule RC, item 18, "Cther borrowed
money."

After foreclosure, each foreclosed real estate asset (including any real estate for which the bank
receives physical possession, regardless of whether formal foreclosure proceedings take place) must
be carried at the lower of (1) the fair value of the asset minus the estimated costs to sell the asset or (2)
the cost of the asset (as defined in the praceding paragraphs). This determination must be made on an
asset-by-asset basis. If the fair value of a foreclosed real estate asset minus the estimated costs to sell
the asset is less than the asset's cost, the deficiency must be recognized as a valuation allowance
against the asset which is created through a charge to expense. The valuation allowance shouid
thereafter be increased or decreased (but not below zero) through charges or credits to expense for
changes in the asset's falr value or estimated selling costs.

If a foreclosed real estate assetis held for more than a short peried of time, any declines in value after
foreclosure and any gain or loss from the sale or disposition of the asset shall not be reported as a loan
or lease loss or recovery and shall nof be debited or credited to the allowance for loan and lease losses.
Such additional declines in value and the gain or loss from the sale or disposition shall be reported net
on the income statement in Schedule R, item 5.j, “Net gains (losses) on sales of other real estate
owned."

Dispasitions of Foreclosed Real Estate — The primary accounting guidance for sales of foreclosed real
estate is FASB Statement No. 66, "Accounting for Sales of Real Estate." This standard, which applies
to all tfransactions in which the seller provides financing to the buyer of the real estate, establishes the
following methods to account for dispositions of real estate, If a profit is involved in the sale of real
estate, each method sets forth the manner in which the profit is to be recognized. Regardless of which
method is used, however, any losses an the disposition of real estate should be recognized
immediately.

Eull Accrual Methad -- Under the full acerual method, the disposition is recorded as a sale, Any profit
resuiting from the sale is recognized in full and the asset resulting from the seiler's financing of the
transaction is reported as a loan. This method may be used when the following conditions have been
met: ' ' '

(1)} A sale has been consummated;

(2} The buyer's initial investment (down payment) and continuing investment (periodic payments) are
adequate to demonstrate a commitment to pay for the property,

(3) The receivable is not subject to future subordination; and

{4) The usual risks and rewards of ownership have been transferred.

Guidelines for the minimum down payment that must be made in order for a transaction to qualify for
the full accrual method are set forth in the Appendix A to FASB Statement No. 66. These vary
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2.(a)1.

{cont.}

2.b

2.c

2.d

For purposes of this item, the reporting bank should determine the fair value of mortgage
servicing assets in the same manner that it determines the fair value of these assets for other
financial reporting purposes, consistent with the guidance in FASB Statement No. 140.

Report the

- carrying value of purchased credit card relationships plus the carrying value of nonmortgage

servicing assets.

Purchased credit card relationships represent the right to conduct ongeing credit card
business dealings with the cardholders. In generai, purchased credit card relationships are
an amount paid in excess of the value of the purchased credit card receivables, Such
relationships arise when the reporting bank purchases existing credit card receivabies and
also has the right to provide credit card services to those customers. Purchased credit card
relationships may also be acquired when the reporting bank purchases an entire depository
institution.

Purchased credit card refationships shall be carried at amortized cost, not In excess of the
discounted amount of estimated future net cash flows. Management of the institution shall
review the carrying value at least quarterly, adequately document this review, and adjust the
carrying value as necessary. If unanticipated acceleration or deceleration of cardhoider
payments, account attrition, changes in fees or finance charges, or other events ocour that
reduce the amount of expected future net cash flows, a write-down of the baok value ofthe
purchased credit card relationships shall be made to the extent that the discounted amount of
estimated future net cash flows is less than the asset's carrying amount.

The carrying value of nonmortgage servicing assets Is the unamortized cost of acquiring
contracts to service financial assets, other than loans secured by real estate (as defined for
Schedule RC-C, part |, item 1), that have been securitized or are owned by another paity, net
of any related valuation allowances. For further information, see the Glossary entry for
“servicing assets and liabilities."

Report the unamortized amount (book value) of all other
specifically identifiable intangible assets such as core deposit intangibles and favorable
leasehold rights. Also include the unamortized amount of any unidentifiable intangible assets
recorded in accordance with FASB Statement No. 72, Accounting for Certaln Combinations of
a Banking or Thrift Institution. Exclude goodwill, which should be reported in Schedule RC,
Jtem 10 a.

' Inia.L Report the sum of items 2.a, 2.b, and 2.¢. This amount must equal Schedule RC,

item 10.b, "Other Intangible assets.”

Other real astate owned. Report in the appropriate subitem the book value, less
accumulated depreciation, if any, of all real estate other than bank premises owned or

controlled by the bank and its consolidated subsidiaries. Do not deduct mortgages or other
liens on such property (keport in Schedule RC, item 16, "Other borrowed money"). Amounts
should be reported net of any applicable valuation allowances.

Exclude any property necessary for the conduct of banking business (report in Schedule RC,
item 6, "Premises and fixed assets").
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Mandatory Convettible Debt; Mandatory convertible debt is a subordinated note or debenture with a

maturity of 12 years or less that obligates the holder to take the common or perpetual preferred stock of
the issuer in lieu of cash for. repayment of principal by a date at or before the maturity date of the debt
instrument (so-called "equity contract notes"). ' '

Market Value of Securities: The market value of securities should be determined, to the extent possible,
by timely reference to the best available source of current market quotations or other data on relative
current values, For example, securities traded on national, regional, or foreign exchanges or in
organized over-the-counter markets should be valued at the most recently avaifable quotation in the
most active market. Rated securities for which no organized market exists should be valued on the
basis of a yield curve estimate. Quotations from brokers or others making markets in securities that
are neither widely nor actively traded are acceptable if prudently used. Unrated debt securities for
which no reliable market price data are available may be valued at cost adjusted for amortization of
premium or accretion of discount unless credit problems of the obligor or upward movements in the
level of interest rates warrant a lower esfimate of current value. Equity securities that do not have
readily determinable fair values such as Federal Reserve stock or equity securities in closely held
businesses should be valued at historical cost.

Mergers: See "business combinations."
Maney Masket Deposit Account (MMDA): See "deposits.”

Nonacorual Status: This entry covers, for purposes of these reports, the criteria for placing assets in
nonaccrual status (presented in the general rule below) and related exceptions, the reversal of
previously acerued but uncollected interest, the treatment of cash payments received on nonaccrual
assets and the critetia for cash basis Income recognition, the resteration of a nonacgrual asset to
accrual status, and the treatment of multiple extensions of credit to one borrower.

General rule -- Banks shall not accrue interest, amortize deferred net loan fees or costs, or accrete
discount on any asset (1) which is maintained on a cash basis because of deterioration in the financial
condition of the borrower, (2) for which payment In full of principal or interest is not expected, or (3)
upon which principal or interest has been in default for a period of 90 days or more unless the asset is
hoth well secured and in the process of collection.

An asset is "well secured" if it is secured (1) by collateral in the form of fiens on or pledges of real or
personal property, including securities, that have a realizable value sufficient to discharge the debt
(including accrued interest) in full, or (2) by the guarantee of a financially responsible party. An asset is
"in the process of collection" if collection of the asset is proceeding in due course either (1) through
legal action, inciuding judgment enforcement procedures, or, (2) in appropriate circumstances, through
collection efforts not involving legal action which are reasonably expected to result in repayment of the
debt or in its restoration to a current status in the near future.

For purposes of applying the third test for nonaccrual status listed above, the date on which an asset
reaches nonaccrual status [s determined by its contractual terms. If the principal or interest on an asset
becomes due and unpaid for 80 days or more on a date that falls between report dates, the asset
should be placed in nonaccrual status as of the date it becomes 90 days past due and it should remain
in nonaccrual status until it meets the criteria for restaration to accrual status described below.

Any state statute, regulation, or rule that imposes more stringent standards for nonaccrual of interest
takes precedence over this instruction.

* FFIEC 031 and 041 A-59 GLOSSARY
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Nonaceryal Status (eont.} .
Exceptions to the general rule -- In the following situations, an asset need not be placed in nonaccrual
status:

(1) The criteria for amortization (i.e., accretion of discount) specified in AICPA Practice Bulletin No. 8
are met with respect to a loan or other debt instrument acquired at a discount (because there is
uncertainty as to the amounts or timing of future cash flows) from an unaffiliated third party (such
as another Institution or the receiver of a falled institution), including those that the seller had
maintained in nonaccrual status.

(2) The asset upon which principal or interest is due and unpaid for 90 days or more is a consumer
loan or a loan secured by a 1-to-4 family residential property. Nevertheless, such loans should be
subject to other alternative methods of evaiuation to assure that the bank's net income is not
materially overstated.,

— The reversal of previously accrued but uncollected interest
applicable to any asset placed in nonaccrual status should be handled in accordance with generally
accepted accounting principles. Acceptable accounting treatment includes a reversal of all previously
accrued but uncollected interest applicable to assets placed in a nonaccrual status against appropriate

" Income and balance sheet accounts.

For example, one acceptable method of accounting for such uncollected interest on a loan piaced in
nonacerual status is (1) to reverse all of the unpaid interest by crediting the "accrued interest
receivable" account on the balance sheet, (2) to reverse the uncollected interest that has been accrued
during the calendar year-to-date by debiting the appropriate "interest and fee income on loans" account:
on the income statement, and (3) to reverse any uncollected interest that had been accrued during
previous calendar years by debiting the "allowance for loan and lease losses" account on the balance
sheet. The use of this method presumes that bank management's additions to the allowance through
charges to the "provision for loan and lease losses" on the income statement have been based on an
evaluation of the collectability of the loan and lease portfolios and the "accrued interest receivable”
account.

-~ When doubt exists
as to the collectability of the remaining book balance of an asset in nonaccrual status, any payments
received must be applied to reduce principal to the extent necessary to eliminate such doubt. Placing
an asset in nonaccrual status does not, in and of itself, require a charge-off, in whole or in part, of the
assel's principal. However, any identified losses must be charged off.

While an asset is in nonaccrual status, some or all of the cash interest payments received may be
treated as interest income on a cash basis as long as the remaining book balance of the asset (j.e.,
after charge-off of identified losses, if any} is deemed to be fully collectible.® A bank's determination as
to the ultimate collectability of the asset's remaining book balance must be supported by a current, well
documented credit evaluation of the borrower's financial condition and prospects for repayment,
including consideration of the borrower's historical repayment performance and other relevant factors,

When recognition of interest income on a cash basis is appropriate, it should be handled In
accordance with generally accepted accounting principles. Cne acceptable accounting practice
invaolves allocating

! American Institute of Cerlified Public Accountants Practice Bulletin No. 6, "Amortization of Discounts on Certain
Acquired Loans," August 1989.

% An asset subject to the cost recovery method required by AICPA Practice Bulletin No. 8 should follow that
methad for reporting purposes.
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contractual interest payments among interest income, reduction of principal, and recovery of prior
charge-offs. If this method Is used, the amount of income that is recognized would be equal to that
which would have been accrued on the asset's remaining book balance at the contractual rate. A bank
may also choose to account for the contractual interest in its entirety either as income, reduction of
principal, or recovery of prior charge-offs, depending on the condition of the loan, consistent with its
accounting policies for other financial reporting purposes. :

-- As a general rule, a nonaccrual asset may be restored to accrual status
when (1) none of its principal and interest is due and unpaid, and the bank expects repayment of the
remaining contractual principal and interest, or (2) when it otherwise becomes well secured and in the
process of collection.

For purposes of meeting the first test, the bank must have received repayment of the past due
principal and interest unlesg, as discussed below, (1) the asset has been formally restructured and
qualifies for accrual status, (2) the asset has been acquired at a discount (because there is uncertainty
as to the amounts or timjng of future cash flows) from an unaffiliated third party and meets the criteria
for amortization (i.e., accretion of discount) specified in AICPA Practice Bulletin No. 8, or (3} the
borrower has resumed paying the full amount of the scheduled contractual interest and principal - .
payments onh a loan that Is past due and in nonaccrual status, even though the loan has not been
brought fully current, and the following two criteria are met. These criterla are, first, that all principal
and interest amounts contractually due (including arrearages) are reasonably assured of repayment
within a reasonable period and, second, that there is a sustained perlod of repayment performance
(generally a minimum of six months) by the borrower in accordance with the contractual terms
involving payments of cash or cash equivalents. A loan that meets these two criteria may be restored
to accrual status but must continue to be disclosed as past due in Schedule RC-N until it has been
brought fully current or until it later must be placed in nonaccrual status.

A loan or other debt instrument that has been formally restructured so as o be reasonably assured of
repayment and of performance according to its modifled terms need not be maintained In nonaccrual
status, provided the restructuring and any charge-off taken on the asset are supported by a current,
well documented credit evaluation of the borrower's financial condition and prospects for repayment
under the revised terms. Otherwise, the restructured asset must remain in nonaccrual status. The
evaluation must include consideration of the borrower's sustained historical repayment performance for
a reasonable period prior to the date on which the loan or other debt instrument Is returned to acerual
status. A sustained period of repayment performance generally would be a minimum of six months and
would involve payments of cash or cash equivalents. (In returning the asset to accrual status,
sustained historical repayment performance for a reasonable time prior to the restructuring may be
taken into account.) Such a restructuring must improve the collectability of the loan or other debt
instrument in accordance with a reasonable repayment schedule and does not relieve the bank from
the responsibility fo promptly charge off all identified losses.

A formal restructuring may involve a multiple note structure in which, for example, a troubled loan is
restructured into two notes. The first or "A" note represents the pertion of the original loan principal

- amount that is expected to be fully collected along with contractual interest. The second or "B" note
represents the portion of the original loan that has been charged off and, because it is not reflected as an
asset and Is unlikely to be collected, could be viewed as a contingent receivable. The "A" note may be
returned to accrual status provided the conditions in the preceding paragraph are met and: (1) there is
economic substance to the restructuring and it qualifies as a troubled debt restructuring under generally
accepted accounting principles, (2) the portion of the original loan represented by the "B" note has been
charged off before or at the time of the restructuring, and (3) the "A" note is reasonably assured of
repayment and of performance in accordance with the modified terms.

¢
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Until the restructured asset is restored to accrual status, if ever, cash payments received must be
treated in accordance with the criterla stated above in the preceding section of this entry. in addition,
after a formal restructuring, if a restructured asset that has been returned to accrual status later meets
the criteria for placement in nonaccrual status as a result of past due status based on its modified terms
or for any other reasons, the asset must be placed in nonaccrual status.

For further information on formally restructured assets, see the Glossary entry for "troubled debt
restructurings.” ‘

~ As a general principle, nonaccrual status
for an asset should be determined based on an assessment of the individual asset's collectability and
payment ability and performance. Thus, when one loan to a borrower is placed in nonacerual status, a
bank does not automatically have to place all other extensions of credit to that borrower in nonacerual
status. When a bank has multiple loans or ather extensions of credit outstanding to a single barrower,
and one loan meets the criteria for nonaccrual status, the bank should evaluate its other extensions of
credit o that borrower todetermine whether one or more of these other assets should also be placed in
nonaccrual status.

Noninterest-Bearing Account: See “"deposits.”
Nontransaction Aceount: See "deposits.”
NOW Account: See "deposits.”

Offsetting: 'OffSetting is the reporting of assets and liabilities on a net basis in the balance sheet. Banks
are permitted to offset assets and liabilities recognized in the Report of Condition when a "right of
setoff" exists. Under FASB Interpretation No. 39, "Offsetting of Amounts Related to Certain Contracts,"
a right of setoff exists when all of the following conditiens are met: ‘

(1) Each of two parties owes the other determinable amounts. Thus, only bilateral netting is
permitted.

{2) The reporting party has the right to set off the amount owed with the amount owed by the other
party.

(3) The reporting party intends to set off. This condition does not have to be met for fair value
amounts recognized for conditional or exchange contracts that have been executed with the same
counterparty under a master netting arrangement.

{4) The right of setoff is enforceable at law. Legal constraints shoutd be considered to determine
whether the right of setoff is enforceable. Accordingly, the right of setoff should be upheld In
bankruptey (or receivership). Offsetting is appropriate only if the available evidence, both positive
and negative, indicates that there is reasonable assurance that the right of setoff would be upheld
in bankruptcy (or receivership). ‘

According to Interpretation No. 39, for forward, interest rate swap, currency swap, option, and other
conditional and exchange contracts, a master netting arrangement exists If the reporting bank has
multiple contracts, whether for the same type of conditional or exchange contract or for different types of
contracts, with & single counterparty that are subject to a contractual agreement that provides for the net
settlement of all contracts through a single payment in a single currency in the event of default or
termination of any one contract,

FFIEC 031 and 041 A-62 GLOSSARY
(6-01) '

i




AARE -3
GLOSSARY
Troubled Debt Restructurings DFA%E

FFIEC 031 and 041 GLOSSARY

Jreasury Stock: Treasury stock is stock that the bank has issued and subsequently acquired, but that
has not been retired or resold. As a general rule, treasury stock, whether carried at cost or at par value,
is a deduction from a bank's total equity capital, For purposes of the Reports of Condition and lncome,
the carrying value of treasury stock should be reported (as a negative number) in Schedule RC, .
item 27, "Other equity capital components.” :

"Gains” and "losses" on the sale, retirement, or other disposal of treasury stock are nof to be reported in
Schedule RI, Income Statement, but should be reflected in Schedule RI-A, item 6, "Treasury stock
transactions, net." Such gains and losses, as well as the excess of the cost over the par value of
treasury stock carried at par, are generally to be treated as adjustments to Schedule RC, item 25,
"Surplus." . .

NOTE: National banks are generally prohibited by 12 USC 83 from purchasing shares of their own
stock. ' .

For further information, see’Accounting Research Builetin No. 43, as amended by APB Opinion No. 8.

i 2 The accounting standards for troubled debt restructurings are set forth
in FASB Statement No. 15, "Accounting by Debtors and Creditors for Troubled Debt Restructurings,” as
amended by FASB Statement No. 114, "Accounting by Creditors for Impairment of a Loan.” A
summary of this amended accounting standard follows. For further information, see FASB Statements
No. 15 and No. 114.

A troubled debt restructuring is a restructuring in which a bank, for economic or legal reasons related to
a borrowet's financial difficulties, grants a concesslon to the borrower that it would not otherwise
consider. The restructuring of a loan or other debt instrument (hereafter referred to collectively as a
"loan”) may include (1) the transfer from the borrower to the bank of real estate, receivables from third
parties, other assets, or an equity interest in the borrower in full or partiat satisfaction of the loan (see
the Glossary entry for “foreclosed assets" for further information), (2) a modification of the loan terms,
or {3) a combination of the above. A loan extended or renewed at a stated interest rate equal to the
current Interest rate for new debt with similar risk is not to be reported as a restructured loan.

The recorded amount of a loan is the loan balance adjusted for any unamortized premium or discount
and unamortized loan fees or costs, less any amount previously charged off, plus recorded accrued
interest, '

In cases where the new terms of the restructured troubled debt provide for a reduction of either interest
or principal {referred to as a modification of terms), the institution should measure any loss on the
restructuring in accordance with the guidance concerning impaired loans set forth in the Glossary entry
for “loan impairment," except that a troubled debt restructuring involving a modification of terms before
the effective date of FASB Statement No. 114 may continue to be accounted for and disclosed in
accordance with FASB Statement No. 15 as long as the restructured loan is not impaired based on the
terms of the restructuring agreement. See the Glossary entry for "nonaccrual status" for a discussion of
the conditions under which a nonaccrual asset which has undergone a troubled debt restructuring
(including those that involve a multiple note structure) may be returned to accrual status.

A troubled debt restructuring in which a bank receives physical possession of the borrower's assets,
regardless of whether formal foreclosure or repossession proceedings take place, should be accounted
for in accordance with paragraph 34 of FASB Statement No. 15, as amended. Thus, in such situations,
the loan should be treated as if assets have been received in satisfaction of the loan and reported as
described In the Glossary entry for "foreclosed assets."
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Despite the granting of some type of concession by a bank to a borrower, a troubled debt restructuring
may still result in the recorded amount of the loan bearing a market yield, .e., an effective interest rate
that at the time of the restructuring is greater than or equal to the rate that the bank is witling to accept
for a new extension of credit with comparable risk. This may arise as a result of reductions in the
recorded amount of the loan prior to the restructuring (e.g., by charge-offs). All loans that have
undergone froubled debt restructurings and that are in compliance with their modified terms must be
reported as restructured loans in Schedule RC-C, part |, Memorandum item 1. However, a restructured
loan that is in compliance with its modified terms and yields a market rate need not continue to be
reported as a troubled debt restructuring in this memorandum item in calendar years after the year in
which the restructuring took place.

A restructuring may include both a modification of terms and the acceptance of property in partial
satisfaction of the loan. The accounting for such a restructuring is a two step process. First, the
recorded amount of the loan Is reduced by the falr value less cost to sell of the property received,
Second, the institution should measure any impairment on the remaining recorded balance of the
restructured loan in accordance with the guidance concerning impaired loans set forth in FASE
Statement No. 114,

A restructuring may involve the substitution or addition of a new debtor for the original borrower. The
treatment of these situations depends upon their substance, Restructurings in which the substitute or
additional debtor controls, is controlled by, or is under common control with the original borrower, or
performs the custodial function of collecting certaln of the original borrower's funds, should be
accounted for as modifications of terms. Restructurings in which the substitute or additional debtor
does not have a control or custodial relationship with the original borrower should be accounted for asa
receipt of a "new” loan in fuli or partial satisfaction of the original borrower's loan, The "new" loan
should be recorded at its fair value.

A credit analysis should be performed for a restructured loan in gonjunction with its restructuring to
determine its collectibility and estimated credit loss. When available information confirms that a
specific restructured loan, or a portion thereof, is uncollectible, the uncollectible amount should be
charged off against the allowance for loan and lease losses at the time of the restructuring. As is the
case for all loans, the credit quality of restructured loans should be regufarly reviewed. The bank
should periodically evaluate the collectibility of the restructured loan so as to determine whether any
additional amounts should be charged to the allowance for loan and lease losses or, if the restructuring
involved an asset other than a loan, to another appropriate account,

Trust Preferred Sequrities: As bank investments, trust preferred securities are hybrid instruments

possessing characteristics typically assoclated with debt obligations. Although each issue of these
securities may involve minor differences in terms, under the basic structure of trust preferred securities a
corporate issuer, such as a bank holding company, first organizes a business trust or other special
purpose entity. This trust issues two classes of securities: common securities, all of which are purchased
and held by the corporate issuer, and trust preferred securities, which are sold to investors. The business
trust's only assets are deeply subordinated debentures of the corporate issuer, which the frust purchases
with the proceeds from the sale of its common and preferred securities. The corporate issuer makes
periodic interest payments on the subordinated debentures to the business trust, which uses these
payments to pay pericdic dividends on the trust preferred securities to the investors. The subordinated
debentures have a stated maturity and may also be redeemed under other circumstances. Most trust
preferred securitles are subject to mandatory redemption upon the repayment of the debentures.

Trust preferred securities meet the definition of a security in FASB Statement No, 115, “Accounting for

Certain Investments in Debt and Equity Securities." Because of the mandatory redemption provision in
the typical trust preferred security, investments In trust preferred securities would normally be
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