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Allowance and Net Loan and Lease Losses


BHCPR page 12 provides informa
tion on loan and lease losses as well 
as provisions and the allowance for 
loan and lease losses. Data on this 
page are derived primarily from 
Schedule HI-B of the FR Y-9C. 

The first section itemizes the dollar 
amounts of each source of change in 
the valuation reserve. The second sec
tion presents ratios that relate to the 
allowance for loan and lease losses, 
provision for loan and lease losses, 
charge-offs,write-downs from trans
fers to loans held for sale, and 
recoveries. The last section displays 
net charge-offs (annualized) as a per
centage of various loan categories. 

Change: Allowance for Loan 
and Lease Losses, Excluding 
Allocated Transfer Risk 
Reserve ($000) 

Beginning Balance 

The balance of the allowance for loan 
and lease losses at the end of the 
previous calendar year after the ef
fect of all corrections and adjustments 
that were made in amended reports. 

Gross Loan and Lease Losses 

Loan and lease losses charged against 
the allowance for loan and lease 
losses. 

Write-Downs from Transfers to Loans 
Held for Sale 

The reduction in the value of loans 
transferred to the held-for-sale 
account through a write-down of the 
recorded investment to fair value 
upon transfer. 

Recoveries 

Recoveries credited to the allowance 
for loan and lease losses. 

Net Loan and Lease Losses 

Gross loan and lease losses minus 
recoveries. 

Provision for Loan and Lease Losses 

The year-to-date provision for loan 
and lease losses. 

Adjustments 

All other allowable adjustments dur
ing the reporting period. 

Ending Balance 

The sum of the beginning allowance 
for loan and lease losses, the pro-
vision for loan and lease losses, and 
adjustments minus net loan and lease 
losses. 

Memo: Allocated Transfer Risk Reserve 
(ATRR) 

The required reserve for allocated 
transfer risk as specified in Sec
tion 905(a) of the International Lend
ing Supervision Act of 1983, in the 
agency regulations implementing the 
Act (Subpart D of Federal Reserve 
Regulation K, Part 351 of the FDIC’s 
Rules and Regulations, and Part 20 
of the Comptroller of the Currency’s 
Regulations), and in any guidelines, 
letters, or instructions issued by the 
agencies. 

Analysis Ratios 

Provision for Loan and Lease Losses/ 
Average Assets 

Provision for loan and lease losses 
divided by (four-point) average 
assets. (See the definition of average 
assets on page 3-13.) 

Provision for Loan and Lease Losses/ 
Average Loans and Leases 

Provision for loan and lease losses 
divided by (four-point) average loans 
and leases, net of unearned income. 
(See the definition of average loans 
and leases on page 3-13.) 

Provision for Loan and Lease Losses/ 
Net Losses 

Provision for loan and lease losses 
divided by net loan and lease losses. 

Loan and Lease Allowance/Total Loans 
and Leases 

The allowance for loan and lease 
losses divided by loans and leases 
net of unearned income. 

Loan and Lease Allowance/Net Loan 
and Lease Losses (X) 

The allowance for loan and lease 
losses divided by net loan and lease 
losses (annualized). If recoveries 
exceed gross loan and lease losses, 
the BHCPR displays an “NA” in lieu 
of the ratio value or the percentile 
rank. (This ratio is not expressed as a 
percent and is, therefore, not multi-
plied by 100.) 

Allowance for Loan and Lease Losses/ 
Nonaccrual Assets 

The allowance for loan and lease 
losses divided by the aggregate 
amount of nonaccrual assets. 

Loan and Lease Allowance/90 Days and 
over Past Due and Nonaccrual Loans 
and Leases 

The allowance for loan and lease 
losses divided by the loans and leases 
on which payment is due and 
unpaid for 90 days or more or that 
are placed in nonaccrual status. 

Gross Loan and Lease Losses/Average 
Loans and Leases 

Loans and lease losses charged 
against the allowance for loan and 
lease losses (annualized) divided by 
(four-point) average loans and leases, 
net of unearned income. (See the defi
nition of average loans and leases on 
page 3-13.) 

Write-Downs from Transfers to Loans 
Held for Sale/Average Loans and Leases 

Total write-downs from transfers to 
loans held for sale divided by aver-
age loans and leases. 

Recoveries/Average Loans and Leases 

Loan recoveries in the current year 
(annualized) divided by (four-point) 
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average loans and leases, net of 
unearned income. (See the definition 
of average loans and leases on 
page 3-13.) 

Net Losses/Average Loans and Leases 

Gross loan and lease losses less 
recoveries divided by (four-point) av
erage loans and leases, net of 
unearned income. (See the defini
tion of average loans and leases on 
page 3-13.) 

Write-downs from Transfers to Loans 
Held for Sale/Average Loans and Leases 

Total write-downs from transfers to 
loans held for sale divided by aver-
age loans and leases. 

Recoveries/Prior Year-End Losses 

Recoveries in the current year divided 
by gross loan and lease losses of the 
preceding calendar year. 

Earnings Coverage of Net Losses (X) 

The sum of income before taxes, 
minority interest, and extraordinary 
items and the provision for possible 
loan and lease losses divided by net 
loan and lease losses. (This ratio is 
not expressed as a percent and is, 
therefore, not multiplied by 100.) 

Net Loan and Lease Losses 
by Type 

(Net Losses, Percent of) 
Real Estate Loans 

Net losses (gross charge-offs minus 
recoveries) on real estate loans 
divided by real estate loans, gross of 
unearned income. 

(Net Losses, Percent of) 
Real Estate Loans Secured 
by 1–4 Family 

Net losses on real estate loans 
secured by one- to four-family resi
dential properties divided by real 
estate loans secured by one- to four-
family residential properties, gross of 
unearned income. 

(Net Losses, Percent of) 
Revolving 

Net losses on revolving open-end real 
estate loans secured by one- to four-
family residential properties and 
extended under lines of credit 
divided by the outstanding balance 
of revolving open-end real estate 
loans secured by one- to four-family 
residential properties, gross of 
unearned income. 

(Net Losses, Percent of) 
Closed-End 

Net losses on other real estate loans 
secured by first and junior liens on 
one- to four-family residential prop
erties divided by the outstanding bal
ance of other real estate loans secured 
by first and junior liens on one- to 
four-family residential properties, 
gross of unearned income. 

(Net Losses, Percent of) 
Commercial Real Estate Loans 

Net losses on construction and land 
development loans and real estate 
loans secured by multifamily residen
tial properties and nonfarm non-
residential properties divided by the 
sum of the outstanding balances, 
gross of unearned income, of the 
same commercial real estate loan 
categories. 

(Net Losses, Percent of) 
Construction and Land Development 

Net losses on construction and land 
development loans divided by the 
outstanding balance of construction 
and land development loans, gross 
of unearned income. 

(Net Losses, Percent of) 
Multifamily 

Net losses on real estate loans secured 
by multifamily (five dwelling units 
or more) residential properties 
divided by the outstanding balance 
of real estate loans secured by multi-
family residential properties, gross 
of unearned income. 

(Net Losses, Percent of) 
Nonfarm Nonresidential 

Net losses on real estate loans secured 

by nonfarm nonresidential proper-
ties divided by the outstanding bal
ance of real estate loans secured by 
nonfarm nonresidential properties, 
gross of unearned income. 

(Net Losses, Percent of)

Real Estate Loans Secured by Farmland


Net losses on real estate loans secured 
by farmland divided by the out-
standing balance of real estate loans 
secured by farmland, gross of 
unearned income. 

(Net Losses, Percent of) 
Commercial and Industrial Loans 

Net losses on commercial and indus
trial loans divided by commercial and 
industrial loans, gross of unearned 
income. 

(Net Losses, Percent of)

Loans to Depository Institutions


Net losses on loans to depository 
institutions divided by loans to 
depository institutions, gross of 
unearned income. 

(Net Losses, Percent of) 
Loans to Individuals 

Net losses on consolidated loans 
to individuals divided by loans to 
individuals, gross of unearned 
income. 

(Net Losses, Percent of) 
Credit Card Loans 

Net losses on credit cards divided by 
the outstanding balance of credit card 
loans, gross of unearned income. 

(Net Losses, Percent of) 
Agricultural Loans 

Net losses on agricultural loans 
divided by agricultural loans, gross 
of unearned income. 

(Net Losses, Percent of)

Loans to Foreign Governments and

Institutions


Net losses on loans to foreign gov
ernments and official institutions 
divided by loans to foreign govern-

3-50 BHCPR User’s Guide • March 2003 



ments and official institutions, gross 
of unearned income. 

(Net Losses, Percent of) 
Other Loans and Leases 

Net losses on other loans and leases 
divided by other loans and leases, 
gross of unearned income. 
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