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W. P. G. HARDING, GOVERNOR

Ex-OPRSio MEuRERs PAUL M. WARBURG, VICE GOVERNOR
McAD FREDERIC A. DELANO
WILLIAM G. BcADOO ADOLPH €. MILLER
BICII'I‘AR":::“‘I'.IIAI"TBIAIIIIY ‘ . CH. As‘w' M A-_E'E
" oo or ' FEDERAL RESERVE BOARD Sk v ALEH. Rt ScmEar
WAsHlNGToN : ADDRESS REPLY TO

FEDERAL RESERVE BOARD

- Doar Sir:-

The Federal Reserve Board has had under condider-
ation the payment of dividends by Eedéﬂa;-geserve banks. In
the fature vhen it is tho intentien td ‘#mbmit to tho Board of-
DirectoPs of your bank the questihm &F tae.peyment of a divi-
dexd, the Pederal Reserve Board des;reé tevhave yoi: furnish it,
a sufficient length of time pridr f}ksﬁch sudbmission, with the
fallowing in¥grmation:-

- 2. Current expenses, ingluding eost of- Foderal raserve notes
.. used;
' Depreciation in v,.ult and equipment

Net earnings;

Per cent .and apount 5:‘ dnvidend suggested.

Balance 8% the surplus and profit and less accounts at the
time of rendering stetement, and cstimated surplus
after s}lowing for payment of dividend.

3. Unpaid indebtednsss' of closed banks to Federal Reserve
bank:

(a} How secured, .
(b} Estimated losses.

4, Indedbtcdness® to Federal Reserve bank of¢!moembér banks
ernsidered to be in ever-extended or wnsafc condition,
giving names of banks, indebtecdness eof each, ind su-
ourity, if any. .

For your information it may be stated that thc Beard
N

helds that a Federal Ruserve bhznk sheuld, prier- to the declara-

- B4 - & s 0 R -
ien~of = dividend, make nroviziam Ior the fellewing:-

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

500

d. Previde for its cntirc g-ganization uxpense;

2. Providu for the cost of iederal Neserve notes used;

3. Provide for deonreciation in furniture, vaults and *
equipment, and wherc rcal estote is owned, pro-
vide a substontial amount to reduce the book
value; . -

4. Trovide an amount cqual to its estiznatcd losses on
obligations of closed institutions;

5. Frovide an amount equal to hotes .er obligotions bear-
ing the endorscment of fcilud banks where such
notus‘pa3e boon past’ due fer thrcc menths or more;

6. Cet asice an omeunt equal to at lozst 107 -eF ils not
cernings during the first fev ycors to provide fer
uncxpactod expenses znd losscs. '

1 :

attentten »s dircetud th toe fnev oo Cividoids .ru
cumletive and eenstitute a first clail unen i varniigs ef dhe
banks. Deffrred dividunds should be »:id wl:en tue varnings of.

tae bank purmit. It ic regardcd as beiter pelicy to show a

gradually increasing dividend thza %o esteblish a hich rate with

the poscibility that is mey be reduced. The policy of declrring
full dividends to & specifisd dztc is more highly regerded then

that #f declaring dividends at o lower rate for a longer period.

Very resiecctfully,

Governer.

Federal Reserve Bank of St. Louis

839





