8§ 109. dosing of books; profits; howto be conputed. 1. Every bank
and every trust conpany shall close its books not |ess frequently than
annual ly for the purpose of transferring its net profits to the
undi vi ded profits and surplus fund accounts.

2. To determ ne the amount of gross incone of any bank or trust
conpany for the purpose of conmputing its net profits for any period, the
following itens may be i ncl uded:

(a) Al incone received or properly accrued, provided that no interest
shal | be accrued upon interest-bearing assets upon which a default of
principal or interest has existed for a period which shall be determ ned
by the superintendent except interest-bearing assets secured by
collateral the ascertai ned value of which is at |east equal to the
anount at which the asset plus all interest accrued thereon is carried
on its books.

(b) Realizable profits resulting froma revaluation to ascertai ned
current market of a foreign exchange position, provided that a
consistent practice is followed in the deduction from gross incone of
| osses so resulting.

(c) Anpunts added to cost or charged to anortization reserve for the
pur pose of anortizing discounts on securities purchased for |ess than
par, provided that no discount shall be anortized on securities upon
whi ch a default exists.

(d) Any profits actually realized fromthe sale or other disposition
of securities, real estate or other property.

(e) Anpunts recovered on assets previously charged off, including
anounts all owed by the superintendent on account of assets previously
di sal l oned by himand ot her anounts allowed by the board of directors on
account of assets previously disallowed by it. For the purpose of this
par agr aph anounts transferred to valuation reserves shall be considered
as amounts charged off.

(f) Provided the superintendent shall have approved, and only to the
extent of such approval, any increase in the book value of the real
estate and building or buildings thereon used by it as its place or
pl aces of busi ness.

(g) Such other itens as the superintendent, in his discretion, my
permt to be included.



3. To determ ne the anount of net profits for such period, the
following itens shall be deducted from gross incone:

(a) Al expenses paid or properly accrued in the transaction of its
busi ness and t he managenent of its affairs.

(b) Interest paid or properly accrued upon debts owing by it.

(c) Anpunts deducted fromcost or credited to anortization reserve for
t he purpose of anortizing prem uns on securities purchased for nore than
par .

(d) Al losses sustained, including assets, or portions thereof,
di sal l oned by the superintendent, and other assets, or portions thereof,
di sal | oned by the board of directors. Wth the approval of the
superintendent, any itens referred to in this paragraph nay be excl uded.
For the purposes of this paragraph, provision for disallowances nay be
effected by charge off or by establishnment of valuation reserve and any
exi sting valuation reserve nmay be deducted fromthe related asset in
determ ning the anmount of | oss sustai ned.

4. The bal ance thus obtained shall constitute the net profits of such
bank or trust conpany for such period.



