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FEDERAL RESERVE BOARD
. WASHINGTON

December 11, 1920.
St. 1641,

SUBECT: Closing of Books on
December 31, 1920.

Dear Sir:-

With the view of maintaining uniformitj of practice, the Federal
Reserve Board huis approved the following rules to oe adopted by the
Federal Reserve Banks for the treatment of depreciation and extraordi-
nary charges azainst current net earnings at closing of books on Dec-
ember 31, 1920,

1. Cost of Federal Reserve and Federal Reserve Bank Notes.
Charge balance of account "Cost of Federal Reserve cur-
rency" as shown by books on Decemoer 31 to current ex=-
pensew. For method of treatment of the account "Equip-
ment for printing Federal Reserve notes", see Board's

letters St. 1575 and X-2075, dated November 19 and Dec-
ember 2, 1920, respectively.

2. Furniture and Equipment. 7
Char_e balance of account os shown by books on December
31 to current expensed.

3. Cost of Vaults, Permanent Alterations and Improvements,
and Bank Premises. :
No charges against corrent expense or current net earnings
should be made on account of vaults, permanent alterations
and imprevements, or bank premises without first obtaining
the approval of the Federal Reserve Doard.
In acting upon requests for approval to caarge off the
cost of alterations and improvements and to make certain
\ charge-offs on account of depreciation of bank buildings
or properties purcihased with the intention of erecting new
bank buildings, the Soard will be guided in general by the
. principles outlined in its letter X-1741 dated December 3,

1919.

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



A 5t. 1641 1251

4. Apoarent Depreciation on United States Government Securities.
Full provision should be made for appareunt depreciation
(based on market value) on U. S. Government securities
before any amount is traasferred to surplus account. No
change should be made in the oook vzlue of securities,
but depreciation allowance snould be charged to current
net earnings and carried to account "Depreciation reserve
on U. S. bonds". Adjustments should ve figured on tae
basis of Deg¢zmber 30, 1920 market quotations.

5. Surplus and Franchise Tax.
After all current expenses, extraordinary chargs-offs, and
dividend payments have been yrovided for, the net earnings
should be distrivuted as follows:

(a) Tracsfer to surplus account all availaole uev
earnings provided the norual surplus account
world not as a result exceed tne bank's sub-
scribed capital, in which case only such amount
should be transferred as is nacessary to increase

 the normal surplus to an amount equal to thae
bank's subscribed capital.

(b) Of the salance of net earnings, if aay, 10 per
cent should be transferredto super-sirplus
account and 90 per cent peid to the U. 5. Gov-
ernment .8 a franchise tax.

It is the Board's desire that the normzl surplus of each Federal
Reserve Bank, i.e., the surplus which according to law may reacn a
maximvm equivalent to the bank's subscribed capital, be kept sepérate
on the Bank's boocks from the "Super-surplus" to be accumulated from net
profits retained oy tne bank after the normal surplus shall have reached
100 per cent of the bank's subscrived capital.

On Form 34 and in all published statements, however, the tW6
accounts, surplus and super-svrplus, should be combined under the general
heading "Surplus".

Kindly acknowledge receipt.

Very truly yours,

Governor.

(Copy of tiis letter euv to Chairman of each F.R.3ank.)
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