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WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-4579 

A p r i l 6, 1926. 

SUBJECT: Opera t ion of C a f e t e r i a s a t Federal Reserve Banks. 

Dear S i r : 

The Board has reviewed the a c t i o n taken by the Governors 
a t t h e i r confe rence i n Hovember 1925 with regard to the ope ra t i on 
of c a f e t e r i a s , and wishes to s t a t e t h a t i t lias no o b j e c t i o n to any 
Federa l r e s e r v e bank absorbing approximately one~thi rd of the c o s t , 
as shown on the f u n c t i o n a l expense r e p o r t s form E, of o p e r a t i n g i t s 
c a f e t e r i a . The Board ' s dec i s ion i s based on the assumption t h a t the 
exper ience of the Federal r e se rve banks has shown t h a t the a b s o r p t i o n 
of such expense w i l l be in the i n t e r e s t of economy and o p e r a t i n g 
e f f i c i e n c y , by reason of the b e t t e r s e r v i c e rendered by the employees 
when a s a t i s f a c t o r y luncheon of good food i s served by t h e bank than 

. i s u s u a l when employees ea t in ou t s i de lunchrooms. 

In order t h a t the f i l e s of the Board may conta in informa-
t i o n as to the p o l i c y fol lowed by the Federa l r e s e r v e banks i n ope ra t ing 
t h e i r c a f e t e r i a s , i t w i l l be a p p r e c i a t e d i f you w i l l adv i se the Board 
of the methods fo l lowed by your bank (and branches i f any) i n making 
charges f o r meals served, whether or not charges a r e made f o r a l l 
meals s e rved , and whether any change in t h e p lan of ope ra t i on i s con-
templa ted . 

Such expenses connected wi th the ope ra t i on of the c a f e t e r i a 
as a r e absorbed ty the Federa l r e s e r v e bank should h e r e a f t e r be con-
s i d e r e d as a c u r r e n t expense r a t h e r than as a l o s s to be charged to 
p r o f i t and l o s s a t the end of the y e a r , and consequent ly , beg inn ing 
wi th the month of A p r i l , you a r e r eques t ed to c r e d i t t h a t p o r t i o n of 
the cost of o p e r a t i n g your c a f e t e r i a which i s absorbed by the Federa l 
r e s e r v e bank ( i n c l u d i n g any c o s t to be absorbed f o r the f i r s t t h ree 
months of t h i s yea r ) to your c a f e t e r i a expense account on form 34, and 
t o charge t he same to cur ren t expense on the l a s t day of the month. 
On form 96 the amount should be r epor t ed on the r e v e r s e s i d e as 
" C a f e t e r i a * n e t expense.11 In keeping with t h i s method of hand l ing 
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the expense absorbed by the bank, the account " C a f e t e r i a - ne t 
expense" now appear ing i n the Earnings and Expense s e c t i o n of 
form 34 should be d i scon t inued , and the new account " C a f e t e r i a " 
should be c a r r i e d in the Miscel laneous Asse t s b lock . This new 
account should be charged w i th a l l c a f e t e r i a expense as o u t l i n e d 
i n the manual of i n s t r u c t i o n s t o form 2 , and c r e d i t e d w i th r e -
c e i p t s and, a t the end of the month, wi th the amount to be ab-
sorbed by the Federa l r e s e r v e bank, i . e , , with the d i f f e r e n c e 
between the n e t ba lance i n the account and the inventory taken a t 
t he end of the month. The amount remaining in t h e account w i l l 
then r e p r e s e n t the inven tory c a r r i e d forward to the fo l lowing 
month. 

By d i r e c t i o n of the f e d e r a l Reserve Board. 

Very t r u l y y o u r s , 

J . C. Noe l l , 
A s s i s t a n t S e c r e t a r y . 

TO GOVERNORS OF ALL FEDERAL RESERVE BAMS. 
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