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WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

July 16, 193%, 
B-997. 

SUBJECT: Net earnings on funds received from 
the Secretary of the Treasury under 
Sect ion 13b of the Federal Heserve Act, 

Dear S ir : 

The agreement recent ly entered into with the Secretary of the 

Treasury, in accordance with the provis ions of subsect ion ( e ) of Sect ion 

13b of the Federal Reserve Act, provides that your bank s h a l l pay to the 

United Sta tes a l l dividends, a l l payments on l iqu ida t ion , and a l l other 

proceeds of i t s stock in the Federal Deposit Insurance Corporation, for 

which dividends, payments, and other proceeds the United S ta te s s h a l l be 

secured by such stock i t s e l f up to the t o t a l amount paid to the bank by 

the Secretary of the Treasury under Sect ion 13b; that in the event such 

dividends, payments, and other proceeds i n any calendar year do not aggre-

gate 2 per centum of the t o t a l payment made by the Secretary of the Treasury 

under Sect ion 13b, your bank w i l l pay to the United S ta te s in such year 

such further amount, i f any, up to 2 per centum of sa id t o t a l payment as 

s h a l l be covered by the net earnings of the bank for that year derived from 

the use of the sum so paid by the Secretary of the Treasury; and that your 

bank w i l l continue such payments u n t i l the f i n a l l iqu ida t ion of sa id s tock . 

The agreement a l s o provides that a l l funds paid to your bank by the 

Secretary of the Treasury and not invested in loans , discounts , advances or 

purchases under Sect ion 13b of the Federal Reserve Act w i l l , insofar as 
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pract i cab le , be invested i n any other income producing investments law-

f u l for a Federal Reserve tank. 

In order to carry out the provis ions of the Federal Reserve Act and 

the agreement with the Secretary of the Treasury, i t w i l l be necessary 

for your bank to keep such accounting records as w i l l enable i t to de ter -

mine the net earnings of the bank derived from the use of the funds paid 

to the bank by the Secretary of the Treasury under Sect ion 13b. The net 

earnings from such funds should be determined i n the fo l lowing manner: 

From the t o t a l earnings derived from the use of the funds received 

from the Secretary of the Treasury sha l l be deducted: 

(1) Outside expenses ( i . e . , expenses other than o f f i c e expenses 

and expenses of the advisory committee) incurred in connection with the 

making or c o l l e c t i n g of s p e c i f i c loans , discounts , advances and purchases 

out of such funds, except such expenses as are paid by the borrowers. 

(2) Such percentage of expenses of the advisory committee, of 

outside expenses not provided for in item 1, and of t o t a l o f f i c e expenses 

of the u n i t handling loans , discounts , advances, purchases, and commit-

ments under Sect ion 13b as the average da i ly holdings of such loans , 

discounts , advances and purchases made out of funds received from the 

Secretary of the Treasury bear to the t o t a l average da i ly holdings of 

loans, d iscounts , advances, purchases and commitments made by such u n i t 

under Sect ion 13b. Of f i ce expenses should comprise a l l expenses (other 

than expenses of the advisory committee and outside expenses) in connec-

t ion with the making of loans, d iscounts , advances, purchases and commit-

ments under Sect ion 13b, including s a l a r i e s of employees and of o f f i c e r s 

in d irec t charge of the uni t making such loans , d iscounts , advances, pur-

chases, and commitments and a f a i r charge f o r rent , l i g h t , heat , power, 
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water, jani tor s erv ice , e levator and cleaning serv ice , repairs and a l t e r -

a t ions , and rental of furniture and equipment. 

(3) Actual expense., of making the income producing investments 

referred to at the end of paragraph 3 of the agreement with the Secretary 

of the Treasury. 

(4 ) Losses on loans, discounts, advances and purchases made out 

of the funds paid to your bank by the Secretary of the Treasury under Sec-

t ion 13b» charged off with the approval of the Federal Reserve Board, I f 

expenses and l o s s e s charged o f f exceed income the excess thereof over i n -

come should be deducted from the amount received from the Secretary of the 

Treasury as reported on the bank's dai ly balance sheet, item "Surplus 

(Sect ion 13b)". Recoveries on l o s s e s previously charged o f f should be 

credited to current net earnings on funds received from the Secretary of 

the Treasury i f the l o s s e s to which the recoveries re la te were charged to 

current net earnings. I f the l o s s e s to which the recoveries r e l a t e were 

charged to "Surplus (Sect ion 13b)" the recoveries should be credited to 

that account. 

There i s inc losed herewith a supply of Fonn B-20 for your use i n 

submitting an annual statement re la t ing to the employment of funds paid to 

your bank by the Secretary of the Treasury under Section 13b of the Federal 

Reserve Act. This statement should be transmitted in duplicate to the 

Federal Reserve Board within 10 days from the end of the calendar year, 

one copy of which, when approved by the Federal Reserve Board, w i l l be 

del ivered to the Secretary of the Treasury. 
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The Board understands that the Treasury Department has i n course 

of preparation regulat ions governing payments to the Federal Reserve 

banks under Sect ion 13b of the Federal Reserve Act, and pending comple-

t ion of such regulat ions the Treasury Department has not passed upon the 

ins truct ions contained herein or the accompanying form B-20. 

Very truly yours, 

Chester Morri l l , 
Secretary. 

Inclosures 

TO AIL GOVERNORS* 
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