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POLICY FOLLOWED BY F5DTT5AL RESERVE BOARD IN AUTHORISING DEPRECIATION 
ALLOWANCES AND CHARGB-OFPS ON BAMC PREMISES OF FE^El 'L RESERVE BANKS 

The p o l i c y fo l l owed by the Fede ra l Reserve Board in a u t h o r i z i n g d e p r e -
c i a t i o n a l l owances and c h a r g e - o f f s on land and b u i l d i n g s a c q u i r e d f o r bank ing 
house p u r p o s e s by t h e F e d e r a l r e s e r v e banks , a s s e t f o r t h on page 23 of t h e 
B o a r d ' s 1922 annual r e p o r t , i s a s f o l l o w s : 

"On August 1 , 1922, t he F e d e r a l r e s e r v e banks were ^dv i sed t h a t i n 
t h e f u t u r e r e q u e s t s f o r a u t h o r i t y to charge o f f d e p r e c i a t i o n on bank 
p r e m i s e s o r t o s e t up a r e s e r v e f o r d e p r e c i a t i o n t h e r e o n should be 
accompanied w i t h a s t a t emen t showing f o r each s e p a r a t e p i e c e of p r o p e r t y 
t h e c o s t , e s t i m a t e d rep lacement v a l u e , and book va lue of b u i l d i n g s , 
e i t h e r completed o r in cour se of c o n s t r u c t i o n ; the c o s t , e s t i m a t e d 
market v a l u e , and book va lue of l and owned; and t h e c o s t of f i x e d mach-
i n e r y and equ ipment , such a s h e a t i n g , l i g h t i n g , p lumbing, v e n t i l a t i n g 
sys tems , e t c . , i n o r d e r t h a t t he Board might have complete d a t a b e f o r e 
i t i n p a s s i n g upon such r e q u e s t s and i n o r d e r t h a t s e p a r a t e r a t e s of de-
p r e c i a t i o n might be de te rmined f o r l a n d , b u i l d i n g s , and f i x e d machinery 
and equ ipment . In t h e same l e t t e r the board s t a t e d t h a t no c h a r g e s 
a g a i n s t c u r r e n t n e t e a r n i n g s would be a u t h o r i z e d t o cove r d e p r e c i a t i o n 
on l and where t h e e s t i m a t e d market va lue of t h e l and was eoua l to o r 
i n e x c e s s of i t s book v a l u e and t h a t , in g e n e r a l , d e p r e c i a t i o n a l l o w -
ances on bank b u i l d i n g s were not t o exceed 2 p e r c e n t of t h e i r e s t i m a t e d 
rep lacement c o s t ( i n c l u d i n g v a u l t s but e x c l u d i n g f i x e d machinery and 
equipment) u n l e s s t h e e s t i m a t e d rep lacement c o s t of bank b u i l d i n g s 
was m a t e r i a l l y below book v a l u e , i n which case rc-oucsts f o r p e r m i s s i o n 
t o w r i t e o f f a d e p r e c i a t i o n cha rge in e x c e s s of 2 r>or c e n t would be 
c o n s i d e r e d . E s t i m a t e d rep lacement c o s t s wor<*< to be de te rmined by 
t a k i n g t h e mean of t h e a c t u a l c o s t and t h e e s t i m a t e d lowes t c o n s t r u c t i o n 
c o s t s a t any t ime i n t h e p a s t 15 y e a r s . The r u l e l a i d down w i t h r e f e r -
ence t o f i x e d machinery and equipment p rov ided t h a t r e s e r v e s shoul - be 
based upon t h e e s t i m a t e d l i f e of t he machinery and equipment t w i t h a 
view t o i t s u l t i m a t e r e p l a c e m e n t , the annual r e s e r v e a l lowance in no 
case to exceed 10 p e r cen t of c o s t . " 
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