
FEDERAL RESERVE BANK OF DALLAS
FISC A L AGENT OF THE UNITED STATES

Dallas, Texas, A pril 3, 1951

OPTION S O PEN  TO O W N ER S OF M A TU R IN G  

SE R IE S E SA V IN G S BONDS

T o A ll Banking Institutions, and Others Concerned, 

in the Eleventh Federal R eserve D istr ic t :

There is enclosed a copy o f  Treasury D epartm ent Circular N o. 885, R E G U LATIO N S 
G O V E R N IN G  OPTIONS O PEN  TO O W N ERS OF M A TU R IN G  U N ITE D  STA TE S S A V 
IN GS BON DS OF SE R IE S E . Particular attention is directed to  the fo llow ing features o f  
the regulations:

BON DS C O V E R E D  U N D E R  OPTIONS

The options specified in the regulations are applicable only to Series E bonds which 
begin to  m ature M ay 1, 1951, and concern owners, coow ners, surviving beneficiaries, next 
o f  kin and legatees o f  a deceased owner, and others as outlined in Section 329.11.

OPTION 1
CASH  R E D E M PTIO N

The ow ner o f  any Series E  bond m ay receive fu ll cash paym ent fo r  his bond at 
m aturity in accordance w ith Section 329.2. The options extended under the circular do 
not in any w ay restrict the righ t o f  an owner to cash his Series E  bonds A T  A N Y  TIM E. 
He has the privilege, how ever, o f  taking advantage o f  one o f  the fo llow ing options if  
he so desires.

OPTION 2
IN T E R E S T  A F T E R  M A T U R IT Y

Section 329.3 contains the provision  w hereby owners m ay retain their m atured Series 
E bonds fo r  another ten-year period and obtain additional interest. N o action is required 
o f  owners desiring to take advantage o f  such extension, and interest will be earned in 
accordance w ith  the schedule set fo rth  in the table o f  redem ption values appearing on 
the last page o f  the circular.

OPTION 3
E X C H A N G E  FO R  SE R IE S G BONDS W ITH  S PE C IA L 

P A R  RE D E M PTIO N  P R IV IL E G E

U nder Section 329.5, a m ethod is provided w hereby owners o f  m aturing Series E 
bonds m ay exercise their righ t o f exchanging them  fo r  Series G bonds w hich will bear 
the special privilege o f  redem ption A T  PA R  _ A T  A N Y  TIM E a fter six m onths from  
the issue date upon one calendar m onth ’s notice. Series G bonds currently on sale for  
cash subscription are not redeem able at par prior to  m aturity except in the event o f  death.
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Provision  is made in Section 329.7 fo r  the exchange o f  m atured Series E  bonds fo r  
bonds o f  Series G in denom inations o f  $500, $1,000, $5,000, and $10,000. The m aturing 
Series E  bonds so exchanged m ust be presented not later than tw o calendar m onths a fter 
m aturity. A nother privilege given  owners is that o f  accum ulating a num ber o f  m aturing 
Series E  bonds fo r  exchange fo r  bonds o f Series G in m ultiples o f  $500. Under this plan, 
the bonds m ay be accum ulated during any tw elve consecutive calendar m onths and i f  
presented not later than tw o calendar m onths a fte r  m aturity o f  the last bond in the 
group, an owner m ay receive in exchange a Series G bond dated on a w eighted average 
dating basis.

F E D E R A L  INCOM E T A X

H olders o f  Series E  bonds who have not been reporting the increase in redem ption 
value o f  such bonds currently fo r  tax  purposes m ay, as provided in Section 329.8, defer 
paying incom e tax on the interest until the year in w hich the bonds finally m ature or 
are redeem ed.

In the case o f  the exchange o f  bonds o f  Series E fo r  bonds o f  Series G, any difference 
between the purchase price o f  the Series E bonds and their m aturity value not reported in 
previous returns m ust be reported in returns fo r  the year in w hich  the Series E  bonds 
m ature. T hereafter, interest on the Series G bonds m ust be reported as incom e fo r  the 
taxable year in w hich received or accrued.

E X E M P T  U N D E R  LIM ITATIO N S OF H O LDINGS

The am ount o f  bonds o f  Series E retained a fter  m aturity and Series G bonds acquired 
upon exchange will not be included in the m axim um  annual lim itation on holdings.

A dditional copies o f  the enclosed circular will be furnished upon request.

Y ours very  truly,

R. R. G IL B E R T

President



REGULATIONS GOVERNING OPTIONS OPEN TO OWNERS OF 
MATURING UNITED STATES SAVINGS BONDS OF SERIES E

1951
Department Circular No. 885

Fiscal Service 
Bureau of the Public Debt

T R E A S U R Y  D E P A R T M E N T  
Office o f  the Secretary

W ashington, M arch 26,1951

S U B P A R T

A O ffering to Owners o f  Series E  Savings Bonds H eretofore  or 
H ereafter Issued.

B Further Interest A fte r  M aturity.

C E xchange fo r  Series G Bonds Bearing Special Par Redem ption 
Privilege.

D Federal Incom e Tax.

E General Provisions.

Subpart A — O F FE R IN G  TO O W N ER S OF SE R IE S E SA Y IN G S BONDS H E R E TO FO R E
OR H E R E A F T E R  ISSU ED

Sec. 329.1. Pursuant to Section 22 (b ) (2 ) o f  the Second L iberty  Bond A ct, as amended (31 
U.S.C. 757c [b] [ 2 ] 1) ,  the Secretary o f  the Treasury offers to owners o f  United States Savings Bonds 
o f  Series E (hereinafter referred  to as Bonds o f  Series E ) who wish to continue their investm ent 
beyond m aturity, the options hereinafter set forth . Bonds o f  Series E were first issued on M ay 1, 
1941 and will m ature beginning on M ay 1, 1951. Such options are hereby granted fo r  the benefit 
o f  owners o f  Bonds o f  Series E heretofore  or hereafter issued and are as binding on the United 
States as i f  expressly set forth  in the text o f  the bonds. The term  “ ow ners”  as used in these regu
lations is defined in Subpart E.

Sec. 329.2. The provisions o f  Subpart B h ereof do not in any w ay restrict the righ t o f  owners 
o f  Bonds o f  Series E to cash their bonds A T  A N Y  TIM E in accordance w ith  the term s o f  such bonds.

Subpart B— F U R T H E R  IN TE R E ST A F T E R  M A T U R IT Y

Sec. 329.3. Owners o f  Bonds o f  Series E, w hich m ature on and a fter  M ay 1, 1951, have the 
option o f retaining the m atured bonds fo r  a furth er 10-year period and earning interest upon the 
m aturity values th ereo f to accrue at the rate o f  2 ^  percent simple interest per annum fo r  the first 
7 '/2 years and at a h igher rate thereafter so that the aggregate return fo r  the 10-year extension 
period will be about 2.9 percent com pounded semiannually. NO A C TIO N  IS R E Q U IR E D  OF O W N 
E R S D E SIR IN G  TO T A K E  A D V A N T A G E  OF TH E  E X T E N SIO N . M E R E L Y  B Y  CON TIN UIN G 
TO H OLD T H E IR  BONDS A F T E R  M A T U R IT Y  O W N ER S W IL L  E A R N  F U R T H E R  IN TE R E ST 
IN  A C C O R D A N C E  W ITH  TH E  SCH ED U LE SET FO RTH  IN  TH E T A B L E  A T  TH E E N D  OF 
TH E SE  R E G U LATIO N S.

Sec. 329.4. Interest hereunder accrues at the end o f  the first half-year period follow ing m aturity 
and each successive half-year period thereafter. I f  the bonds are redeem ed before  the end o f  the 
first half-year period follow ing m aturity, the owner is entitled to paym ent only at the face  value 
thereof.

Subpart C— E X C H A N G E  FO R  SE R IE S G BONDS B E A R IN G  S PE C IA L 
P A R  R E D E M PTIO N  P R IV IL E G E

Sec. 329.5. Owners o f  Bonds o f  Series E  w hich m ature on and a fter  M ay 1, 1951, w ho prefer 
to have an investm ent paying current incom e rather than to exercise their righ t to request cash, 
or to  retain the bonds under Subpart B, have the option o f  presenting their m atured bonds in 
am ounts o f  $500 (m aturity value) or m ultiples thereof in exchange fo r  Series G Bonds w hich will 
bear the special privilege o f  redem ption A T  P A R  A T  A N Y  TIM E at the ow ner’s option as set forth  
in section 329.6. The exchange will be governed by  the rules set fo rth  in section 329.7. E xcept as

1 Act of March 26, 1951.



set fo rth  in this Subpart, the Series G bonds issued upon exchange will in all other respects be the 
same as the Series G bonds currently on sale w hich  m ature 12 years from  issue date and bear 
interest at the rate o f  2 y% percent per annum payable sem iannually by  check drawn to the order 
o f  the registered owner.

Sec. 329.6. The Series G bonds issued upon exchange will be specially stam ped to indicate that 
th ey  are unconditionally redeem able by  the ow ner A T  P A R  A T  A N Y  TIM E a fter 6 m onths from  
the issue date upon one calendar m onth ’s notice to a Federal R eserve Bank or Branch or to the 
Treasury Departm ent. The Series G bonds currently on sale fo r  cash subscription m ay not be 
redeem ed at par prior to m aturity except in the event o f  death as set fo rth  in the regulations 
governing United States Savings Bonds.

Sec. 329.7. The fo llow in g rules govern  the exchange under this Subpart: (1 ) The Series G 
bonds will be registered in the nam es o f  the ow ners o f  the m atured Bonds o f  Series E in any 
authorized fo rm  o f  reg istra tion ; (2 ) Series G bonds will be issued upon exchange O N LY  in denom i
nations o f  $500, $1,000, $5,000 and $10,000 (m atu rity  v a lu e ); (3 ) The Bonds o f  Series E  used in 
the exchange m ust be presented to a Federal Reserve Bank or Branch or to the Treasury D epart
m ent, W ashington  25, D. C., not later than tw o calendar m onths a fter  the m onth o f  m aturity and 
the bonds o f  Series G issued upon exchange will be dated as o f  the first day o f  the m onth in w hich 
the Bonds o f  Series E m atured ; but (4 ) I f  an owner desires to accum ulate a num ber o f  Bonds o f 
Series E  fo r  exchange to bonds o f  Series G in any authorized denom ination set forth  in (2 ) he m ay 
accum ulate such bonds during any twelve consecutive calendar m onths and present them  fo r  
exchange not later than tw o calendar m onths a fter  the m onth o f  m aturity  o f  the last bond in the 
group to  be exchanged and the Series G bonds issued upon such exchange will be dated on a 
w eighted average dating basis w hich will afford an adequate interest adjustm ent fo r  the period 
during w hich the ow ner has accum ulated the Bonds o f  Series E fo r  the exch an ge; and (5 ) Cash sub
scriptions in w hole or in part will not be accepted fo r  the Series G bonds offered under this Subpart.

Subpart D— F E D E R A L  INCOM E T A X

Sec. 329.8. A  taxpayer w ho has been reporting the increase in redem ption value o f  his Bonds 
o f  Series E, fo r  Federal incom e tax  purposes, each year as it accrues, m ust continue to do so i f  he 
retains the bonds under Subpart B, unless in accordance with incom e tax  regulations (Regulations 
111, section 29.42-6) the taxpayer secures perm ission from  the Com m issioner o f Internal Revenue 
to  change to a d ifferent m ethod o f  reporting incom e from  such obligations. A  taxpayer w ho has 
not been reporting the increase in redem ption value o f  such bonds currently fo r  tax purposes m ay 
in any year prior to  final m aturity, and su b ject to  the provisions o f  section 42 (b ) o f  the Internal 
Revenue Code and o f  the regulations prescribed thereunder, elect fo r  such year and subsequent 
years to report such incom e annually. H olders o f  Bonds o f  Series E w ho have not reported the 
increase in redem ption value currently are required to include such am ount in gross incom e fo r  the 
taxable year o f  actual redem ption or fo r  the taxable year in w hich the period o f  extension ends, 
w hichever is earlier.

Sec. 329.9. Taxpayers w ho exchange their m atured Bonds o f  Series E  fo r  Series G bonds under 
the provisions o f  Subpart C m ust report the difference between the purchase price o f  their Series E 
bonds and th e  m aturity value th ereo f in their returns fo r  the year in w hich the bonds m ature to 
the extent to  w hich such difference has not been reported in previous returns. The interest payable 
on the Series G bonds issued upon exchange m ust be reported as incom e fo r  the taxable year in 
w hich received or accrued.

Sec. 329.10. I f  furth er in form ation  concerning the incom e tax is desired, inquiry should be 
addressed to the Collector o f  Internal Revenue o f  the taxpayer’s d istrict or  to the Bureau o f Internal 
Revenue, W ashington  25, D. C.

Subpart E— G E N E R A L  PRO VISIO N S

Sec. 329.11. Definition o f  term s.— (a ) The term  “ Bonds o f  Series E ”  as used in these regulations 
includes all Bonds o f  Series E  issued as United States D efense Savings Bonds, United States W ar 
Savings Bonds and all those issued as Series E  savings bonds w ithout special designation ; (b ) The 
term  “ ow ners”  as used in these regulations includes registered owners, coow ners, surviving bene
ficiaries, next o f  kin and legatees o f a deceased owner, and persons w ho have acquired bonds pursuant 
to judicial proceedings against the owner, except that judgm ent creditors, trustees in bankruptcy 
and receivers o f  insolvents’ estates will have the righ t only to paym ent o f  Bonds o f  Series E  in 
accordance w ith  the regulations governing United States Savings Bonds.

Sec. 329.12. R ight to purchase Bonds o f  Series E  and G currently.— The am ount o f  m atured 
Bonds o f Series E retained a fter  m aturity and the am ount o f  bonds o f  Series G issued upon exchange 
in accordance w ith these regulations will not be included in the lim itation on holdings applicable to 
the am ount o f  bonds o f such series w hich m ay be purchased by  an investor each calendar year;



except that noth ing herein contained shall be construed to  perm it the current purchase o f  savings 
bonds o f  Series E  fo r  the account o f  organizations and fiduciaries or  the purchase o f  savings bonds 
o f  either series fo r  the account o f  persons w ho are not entitled to have them  on original issue, con
trary  to the provisions o f  the regulations governing U nited States Savings Bonds.

Sec. 329.13. M odification o f  other circulars.— The provisions o f  these regulations shall be con
sidered as am endatory o f  and supplem entary to the offering circular fo r  savings bonds o f  Series E 
(D epartm ent Circular No. 653 and its rev isions), the offering circular fo r  savings bonds o f  Series G 
(D epartm ent Circular No. 654 and its revisions) and the circular containing the regulations gov 
erning U nited States Savings B onds2, w hich  circulars are hereby m odified to accord  w ith the pro
visions hereof.

Sec. 329.14. Other circulars generally applicable.— E xcept as provided in these regulations, the 
circulars referred  to in the preceding section will continue to be generally applicable.

Sec. 329.15. Supplem ents and am endm ents.— The Secretary o f  the Treasury m ay at any tim e or 
from  tim e to tim e supplem ent or amend the term s o f  these regulations, or o f  any am endm ent or 
supplem ent thereto.

JO H N  W . SN Y D E R  
Secretary o f  the Treasury

2 The regulations currently in force governing United States Savings Bonds are set forth in Department Circular 
No. 530, Sixth Revision, as amended.



O P TIO N A L E X T E N S IO N  OF U N IT E D  STA T E S SA V IN G S BONDS— SE R IE S E 

T A B L E  OF R E D E M PTIO N  V A L U E S  A N D  IN V E ST M E N T Y IE L D S  R E L A T IN G  TO E X T E N D E D  BONDS

Table fo r  the 10-year extension period sh ow in g: (1 ) H ow  bonds o f  Series E, b y  denom inations, increase in redem ption value during successive 
half-year periods fo llow ing date o f  original m atu rity ; ( 2 ) the approxim ate investm ent yield  on the purchase price from  issue date to the beginning 
o f  each half-year p eriod ; and (3 ) the approxim ate investm ent yield on the current redem ption value from  the beginning o f each half-year period to 
extended m aturity. Y ields are expressed in term s o f  rate percent per annum, com pounded semiannually.
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Approximate investment yields1

Original m aturity (or fa ce ) value____
Issue price______________________________

.... 10.00 

.... 7.50 (2) On purchase price 
from original issue 

date to beginning of 
each half-year period

(3) On current 
redemption value from 

beginning of each 
half-year period to 
extended maturityPeriod after issue date (1) Redemption values during each half-year period

10 to 101/2 years____________________ .... 10.00 25.00 50.00 100.00 200.00 500.00 1,000.00 2.90% 2.90%
1 0 i/2 to 11 years____________________ 10.12 25.31 50.62 101.25 202.50 506.25 1,012.50 2.88 2.92
11 to n y 2 years_________  _______ 10.25 25.62 51.25 102.50 205.00 512.50 1,025.00 2.86 2.94
H I /2  to 12 years____________________ .... 10.37 25.94 51.87 103.75 207.50 518.75 1,037.50 2.84 2.97
12 to 121/2 years_________  _______ .... 10.50 26.25 52.50 105.00 210.00 525.00 1,050.00 2.82 3.01
121/2 to 13 years____________________ ._ 10.62 26.56 53.12 106.25 212.50 531.25 1,062.50 2.81 3.05
13 to 131/2 years____________________ 10.75 26.87 53.75 107.50 215.00 537.50 1,075.00 2.79 3.10
131/2 to 14 years____________________ .... 10.87 27.19 54.37 108.75 217.50 543.75 1,087.50 2.77 3.16
14 to 141/2 years.__ — ___ .... 11.00 27.50 55.00 110.00 220.00 550.00 1,100.00 2.75 3.23
1 4 i/j to 15 years_________  ________ 11.12 27.81 55.62 111.25 222.50 556.25 1,112.50 2.74 3.32
15 to 151/2 years____________________ .... 11.25 28.12 56.25 112.50 225.00 562.50 1,125.00 2.72 3.43
151/2 to 16 years____________________ 11.37 28.44 56.87 113.75 227.50 568.75 1,137.50 2.71 3.56
16 to I 6I/2 years____________________ 11.50 28.75 57.50 115.00 230.00 575.00 1,150.00 2.69 3.73
I 6 I/2  to 17 years___  _____________ 11.62 29.06 58.12 116.25 232.50 581.25 1,162.50 2.67 3.96
17 to 171/2 years________________  __ 11.75 29.37 58.75 117.50 235.00 587.50 1,175.00 2.66 4.26
171/2 to 18 years____________________ 12.00 30.00 60.00 120 .0Q 240.00 600.00 1,200.00 2.70 4.26
18 to I 8 I/2 years____________________ .... 12.27 30.67 61.33 122.67 245.33 613.33 1,226.67 2.75 4.21
181/2 to 19 years____________________ .... 12.53 31.33 62.67 125.33 250.67 626.67 1,253.33 2.79 4.17
19 to 191/2 years____________________ .. 12.80 32.00 64.00 128.00 256.00 640.00 1,280.00 2.83 4.12
19 1/2  to 20 years____________________
Extended m aturity  value (20 years

13.07 32.67 65.33 130.67 261.33 653.33 1,306.67 2.87 4.08

from issue d a te )____________________ 13.33 33.33 66.67 133.33 266.67 666.67 1,333.33 2.90

1 Calculated on basis of $1,000 bonds (face value).




