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M ~ Chapter
The Financial Statements Zp-er

of a Bank

| The purpose of this chapter 1s to acquaint the reader with the content,
| structure and purpose of bank financial statements and to help bank
managers understand how information from bank financial

statements can be used as tools to reveal how well their banks are
performing.




Bank Financial Statements

m Report of Condition — Balance Sheet
m Report of Income — Income Statement
m Sources and Uses of Funds Statement

m Statement of Stockholders” Equity
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The Balance Sheet of a Bank Showing its
Assets, Liabilities and Net Worth
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C = Cash Assets D = Deposits
S = Security Holdings NDB = Nondeposit

I~ [ osns Borrowings

MA = Miscellaneous CA = Capital Accounts
Assets
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m Account i1s Called Cash and Deposits Due from Bank

m Includes:
m Vault Cash
m Deposits with Other Banks
m Cash Items in Process of Collection

m Reserve Account with the Federal Reserve

m Sometimes Called Primary Reserves
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Security Holdings

m Money Market Secunties — Secondary Reserves
m Investment Secunties

w Taxable Securities

m Nontaxable Securities
m Trading Account Securities

m Held for Resale Only

m Valued at Market Value
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Loan Accounts

mGross L.oans — Sum of All Loans

m Allowance for Possible L.oan Losses
m Contra Asset Account

m For Potential Future L.oan Losses
m Net LLoans

m Nonperforming Loans
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m Commercial and Industnal L.oans
m Consumer [Loans
mReal Estate Loans

m Financial Institution Loans

m Foreign Loans

m Agriculture Production Loans
m Secunty Loans

m | .eases
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ml‘ed Funds Sold

m Securities Purchased Under Agreement to Resell
(Repurchase Agreements)

m Customers’ Liabilities on Acceptances
m Net Premises and Equipment
m Other Miscellaneous Assets
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Deposit Accounts

m Noninterest-Bearing Demand Deposits

m Savings Deposits

m Now Accounts

m Money Market Deposit Accounts (MMDA)

m Time Deposits
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m Fed Funds Purchased
m Secunities Sold Under Agreement to Repurchase
(Repurchase Agreements)

m Acceptances Outstanding

m Eurocurrency Borrowings
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Capital Accounts

m Subordinated Notes and Debentures
m Preferred Stock
m Common Stock
wm Common Stock Outstanding
m Capital Surplus
m Retained Earnings (Undivided Profits)
m Treasury Stock

m Contingency Reserve
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Composition of Bank Balance Statemer
OR)
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m Standby Credit Agreements

m [Interest Rate Swaps

m ['inancial Futures and Options Interest-Rate Contracts

m Loan Commitments
m Foreign Exchange Rate Contracts
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Report of Income

T'he Statement of Revenues, Expenses and
Profits for a Bank
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Net Interest Income =

Interest Income — Interest Expenses

mInterest and Fees on
T.oans

m Taxable Securities
Revenue

m Tax-Exempt Secunties
Revenue

m Other Interest Income

Interest Expenses

m Deposit Interest Costs

m Interest on Short-Term
Debt

m Interest on Long-Term
Debt
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Net Noninter

| Nonmterest Income —

Noninterest Income

m Service Charges on
Customers Deposits
m Trust Department Income

m Other Operating Income

est Tn come =

N’nnintcrr:st Expenses

m Wages and Salanes

m Other Personnel
Expenses

m Net Occupancy Lxpenses

m Other Operating
I'xpenses
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o

Income Statement

Net Interest Income
- Provision for Loan Loss
Net Income After PLL
+/- Net Noninterest Income
Net Income Before Taxes
Taxes
Net Income
- Dividends
Undivided Profits
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Provisions for Possible Loan Loss (PLL)

= Reserve Method

s Experience Method
= Specific Charge-Off Method
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mAll Large Banks — Greater than $500 Million in Assets
m Must Use Specific Charge-Off Method

m Small Banks — Less than $500 Million in Assets
m Specific Charge-Off Method

m [\xperience Method
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Sources and Uses of Funds

Statemen

Also Known as the Funds-Flows Statement
It asks Two Questions
Where Do Funds Come From?
How Were Those Funds Utilized?

Copyright 42 2000 by The MoGrw-Hill Compenies, oc All dghis neserved



es and Us

Sources

m Net Income

m Noncash Expenses

m Decrease 1n Assets

m Increase in Liabilities

m Increase in Capital
Accounts

m Net Loss

m Dividends

m Increase 1n Assets

m Decrease in Liabilities

m Decrease in Capital
Accounts
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Statement of Stockholders’ Equity

Report Showing the Changes in the Make
Up of the Bank’s Capital Account
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|

Statement of

Stockholders’ Equity

Beginning Capital Account Balance
+/- Net Income for Period
- Preferred Stock Ihiwvidends
- Common Stock Dividends
- New Shares of Stock Issued

- Purchases of Treasury Stock

Ending Capital Account Balance
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