
1250 

FEDERAL RESERVE BOARD 
WASHINGTON 

December 11, 1920, 

St, i 6 4 i . 
SUBJECT: Closing of Books on 

December 31, ig20. 

Dear S i r : -

With the view of mainta ining un i fo rmi ty of p r a c t i c e , the Federal 

Reserve Board hj,s approved the fol lowing r u l e s to be adopted by the 

Federal Reserve Banks f o r the t reatment of dep rec ia t ion and e x t r a o r d i -

nary charges aga ins t cur ren t ne t earnings a t c los ing of books on Dec-

ember 31, 192CU 

X. Cost of Federal Reserve and Federal Reserve Bank Notes* 
Charge balance of account "Cost of Federal Reserve cur-
rency" as shovm by books on December 31 to cu r ren t ex-
penses . For method of t reatment of the account "Equip-
ment fo r p r i n t i n g Federal Reserve no tes" , see Board1 s 
l e t t e r s S t , 1$%6 and X-2075* dated November 19 and Dec-
ember 2, 1920, r e s p e c t i v e l y . 

2. Furn i tu re arid Equipment, 
Char0e balance of account as shown by books on December 
31 to cu r ren t expense4 . 

3- Cost of Vau l t s , Permanent A l t e r a t i o n s and Improvements, 
and Bank Premises . 

No charges aga ins t cur ren t expense or cur rent ne t earnings 
should be made on account of v a u l t s , permanent a l t e r a t i o n s 
and improvements, or bank premises, without f i r s t obta ining 
the approval of the Federal Reserve Board. 

In ac t i ng upon requests fo r approval to cnar&e off the 
cos t of a l t e r a t i o n s and improvements and to make c e r t a i n 
charge-off s on account of deprec ia t ion of bank bu i ld ings 
or p r o p e r t i e s purchased wi th the i n t e n t i o n of e r ec t ing new 
bank b u i l d i n g s , the Board w i l l be guided in general by the 
p r i n c i p l e s o u t l i n e d in i t s l e t t e r X-17^1 dated December 3> 
1919. 
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st . 1641 1251 
bo Apparent Depreciation on United S ta tes Government Secur i t ies* 

Ful l p rov is ion should be made for apparent deprecia t ion 
(based on market value) on U» S. Government s e c u r i t i e s 
before any amount i s t r a n s f e r r e d to surplus account. No 
change should be made in ths oook value of s e c u r i t i e s , 
but deprecia t ion allowance should be charged to current 
ne t earnings and ca r r i ed to account "Depreciation reserve 
on U . S . bonds". Adjustments should be f i g u r e d on the 
bas i s of December 30, 1920 market quotat ions• 

5* Surplus and Franchise Tax, 
Af te r a l l cur ren t expenses, extraordinary charge-of f s , arid 
dividend payments have been provided f o r , the net earnings 
should be d i s t r i b u t e d as fol lows: 

(a) Transfer to surplus account a l l ava i lab le net 
earnings provided the normal surplus account 
would not as a r e s u l t exceed the bank 's sub-
sc r ibed cap i t a l , in which case only such amount 
should be t r a n s f e r r e d as i s necessary to increase 
the normal surplus to an amount equal to the 
bank's subscribed cap i ta l* 

(b ) Of t h e o a l a n c e of n e t e a r n i n g s , i f any , 10 p e r 
cent should he t r a n s f e r r e d to super-surplus 
account and $0 per Cent pa id to the U. S. Gov-
ernment as a f r anch i se t ax . 

I t i s the Board1 s des i re that the normal surplus of each Federal 

Reserve Bank, i . e . , the surplus which according to law may reacn a 

maximum equivalent to the bank 's subscribed c a p i t a l , be kept separate 

on the Bank's books from the " S u p e r - s u r p l u s t o be accumulated from net 

p r o f i t s r e t a i n e d oy the bank a f t e r the normal surplus sha l l have reached 

100 per cent of the bank's subscribed cap i t a l* 

On Form 3^ and in a l l published statements, however, the two 

accounts, surplus and super-surplus , should be combined under the general 

heading "Surplus". 

Kindly acknowledge r e c e i p t . 

Very t r u l y yours, 

Governor. 

(Copy of t h i s l e t t e r sent to Chairman of each F.R.Bank.) 

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




