FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO X_,4453
THE FEDERAL RESERVE BOARD .
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November 17, 19Z5.

SUBJECT: Closing of Books on December 31, 19<5.

Dear Sir:

In considering resolutions for the payment of
dividends by the Federal reserve banks at the end of this
year, and requests for authority to charge earnings with
depreciation allowances, reserves to take care of probable
losses, ctc., the Federal Reserve Board will follow the
procedure and rules adopted last ysar, as outlined in the
Board's letter St.4333 of November 26, 1924, a copy of
which is enclosed. It is therefore requested that the
dividend resolution of gyaur bank be accormanied with
statements similar to those requested in that letter,
and that the resolution and accompanying dzta be mailed
in time to reach the Board not later then Tecember 10,
1925, in order that it may have ample tinme to pass upon
all charges to current net earnings which your bank
proposes to make when closing its books at the end of
the year. ‘

Very truly yoﬁrs.

Walter L. Eddy,
Secretary.

70 ALL CHAIRMEN

Enclosure:

Federal Reserve Bank of St. Louis



FEDERAL RESERVE BOARD
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FRDERAL RESERVE BOARD

Dear 8ir:

for reserves to take care of probable losses, and for other extraordinary

November 26, 1924,
¢ st, U333,

SUBJECT: Closing of Books on December 31, 192k,

In order that tie Board may have ample time to pass upon all
charges which your bank proposes tc meke against current earnings when
the booxs are closed on Tecember 31, 1924, for deprsciation allowances,

purposes; it is requested that the dividend resolution of your Board of
Directors be mailed in time to reach the Board's offices not later than
December 10, 1924,
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The dividend resolution should be accompanied with statements
.showing the following information:

1.

2.

Estimated gross samings, current expenses, proposed charges
to currsnt net sarnings, anJd net earnings available for sur-
plus and franchise tax, for the calendar year 192M,

Unpaid indebtedness of failed or suspended banks to Federal
reserve bank, givirg the naxes of the banks, indebtedness
of each on November 30, characier of security, if any, and
estimated logges, =

Indebtedness to Federal reserve bank of member dbanks which
are considered to be in an unsafe condition, giving the
names of the banks, indebtedness of each on November 30,
character of security, if any, and probable losses,

A statement in the form outlined telow, showing separately
for each property acquired for Banking House purposes,

(a) the cest, arounts charged off, net book value, ad
estimated market value of land owned;

(b) the cost to Novembsr 30, amounts.charged off, reserves
carried, net book value, and estimated replacement cost of
buildings, exclusive of fixed machinery and equipment,

ei ther completed or in course of construction;

(c) the cost to Noverber 30, amounts charged off, reserves
carried, and net book valus of fixeé machinery and equipment,



LAND
Gost to Wovenoor 30 $
Avount ctharged off
Boox value %:et)
~ Estinated market value

BUILDING INCIUDING VAULT
Cost to November 30
Avount chargsd off
Reserves now carried
Book value (nat)
Estirated replacament cost

FIXED MACHINERY AND EQUIPMENT
Cost to Novamoer 30 $

Amount charged of
R&sgrves now carried
Book value (net)

28

In the cage of land on which a rew building nas been or is to be
constructed ths cost of ths land (tuilding site) should agree with the amount
reported against item 6 of quarierly bank premises report (Federal Reserve
Beard Form St, 2810)., In case of buildings purchased and occupied as bank
guarters, the reported cost of land should represent its fair market value
at time of purcliass, The osalance of tle purchase price should be considered
as the cost of the building,

Tha following rules have bes3n approved by the Federal Reserve Board
for the guidence of the Federal reserve banks in submitting requests for per-
mission tc maeke special charges against current net earnings, and for closing
of books on Decembar 31,

1, Bank Premigss. (a) Land, No charges against current ne’ earnings
will be authorised by the Fedaral Reszrve Board to cover dspreciation on land
whore the estimated market value of the land is equali to or in excess of its
net bock value,

(b) Buildings, In passing upon requests to set
up depreciation reserves on bank buildings, the Board will in general pemit
a crarge against current nat earnirgs of not excesding 2 per cent of estimated
replacement cost, including vaulis but excluding fixed nachinery and equipment,
In case the net book-value of a building is in excess of its estimated replace-
ment cost, the Board will consider requests from Federal ressrve banks for per-
mission to write off a dspreciation charge no% excesdiag the anount of such
exoess, ¢

(c) Fixed mackinery and aquipment. A reserve
should be set 2side each year to covar depreciation cn fixed machinery and
equipment, such as boilers, engianes, dynamos, motors, power punps, elevators,
heating, plumbing, lighting and ventilating systems, pneumatic tubes, re-
frigeration plants, automatic fire sprinkler equipment, and vacuum cleaners,
Annmual additions to this reserve should be based on the estimated life of the
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equipnent, but ia nc cass skould the anrual charge exceed 10

machinary- and-
per cent-of cost, Replacenents of Fixed Maclkinery and Equipment should de

Digitized for FRASER

chargad to this reserve,

(d) Estimates of ‘he marke! valus ofland and of
the replacement cost of buildings eitler completed or in course of construc-
tion should be obtained from the best available authorities. A copy of the
estimates thus obtained should be enclosed with your request for authority
to charge current net earnings with depreciation on bank premises uniess
similar estimates have teen previously submitted to the Federal Reserve Roard,
For the purpose of this revort the estimated replacerent cost of buildings
including vaults, but excluding fized machinery and equipmont, may be arrived
at by determining the mean of two smounts, namely; (1) the total actual cost
of comstruction, and (2) the estimated cost of cornstruction based on the

lowest prices that have existed during the fiftesn years preceding the com-
pletion of construction,

(e) Whare properties have been purchased with the
intention of razing existing buildings and of erecting new banking quarters
the Board will consider requests for permission to deduct from current nat
eamings an amount equal t the diffarence betwesn the cost of the property
ano the market value of the building sive exclusive of improvemsnts,

2. Furniture and equipxent. Requasts vo charge off the balance
rémaining in the Furniturs and Equipment account on December 31 should be
accompanied with an itemizoed lisv of all Furniture and Equipment carried on
the books as of the date your request is submitted and also with a list of
additional furniture, if any, that it is proposed to purchase during the
remainder of the year,

3. Depreciation on United States securities. A reserve amounting
to 3 per cent of the par value of U, S, conversion bonds of 19U6-U] may be
set aside to cover depreciation on such bonds., In case the present reserve
for depreciation is in excess of actual depreciation as avbove determined
such exscess should e cradited to Profit and Loss,

-

4. Surplus and franchise taxss. After all current expenses,
dividends, depreciation allowances and other extraordinary charge-offs
authorized by the Pederal Reserve Board have lsen provided for, any remain-
ing net earnings shall be distributed as follows:

(a) Transfer to surplus account all available net earnings
providing the total surplus will not as a result exceed
the bank's subscribed capital, in which case only such

, amount shall be tranaferred &s is'necessary to increase
the surplus account to an amount equal to tle bank's
subscribed capital.

(b) Of the balance of nst earnings, if any, 10 per cent shall
be transgferred %o surplus account, and 90 per cent peid
to the United States Governmment as a franchige tax,
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Instructions as to the tins and mathod of payment of the fran-
chise tax will as usual be issuzd at a later date by the Treasury Depart-
ment,

Very truly yours,

. Valter L. Eddy,
Becretary.

TO CHAIBMEN OF ALL FEDFRAL RESZRVE BANKS.
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