
F e d e r a l  R e s e r v e  B a n k  o f  D a l l a s

DALLAS. TEXAS 75222

Circular No. 70-305 
December 31, 1970

To the Member Banks in the Eleventh 
Federal Reserve District:

The Board of Governors of the Federal Reserve System amended 
Sections 201.2(c) and 201.4(a) of Regulation A, which related to advances 
and discounts by Federal Reserve Banks. The amendments are effective 
immediately; however, the new procedures will not be operational until 
February 4, 1971.

The purpose of these amendments is to facilitate a simplifi
cation of procedures with respect to extensions of Reserve Bank credit 
by elimination of regulatory language that implies that a formal written 
application must be submitted by a member bank in connection with each 
borrowing from a Reserve Bank and that a promissory note must be executed 
in connection with each such borrowing. The amendments are essentially 
of a procedural and technical nature and reflect no change in the Federal 
Reserve System's general credit and monetary policies.

We will no longer require the execution of a promissory note 
(LD-90) by a member bank in connection with an advance from us. In 
lieu of the promissory note, one copy of the enclosed continuing lending 
agreement (Form LD-I7 6) should be executed by an officer authorized to 
borrow and returned to us. Also, we will no longer require that a 
request for an advance be accompanied by a written application (LD-77). 
However, we reserve the right in any case to require the execution by 
a member bank of a promissory note and a written application.

An authorized officer of a member bank may make a request for 
an advance by telephone or letter. Each request for an advance must 
specify the amount and maturity of the requested advance, and the col
lateral offered as security.

Interest on advances and discounts will no longer be deducted 
from the face amount borrowed, but will be payable at the time of re
payment. This means your reserve account will be credited for the full 
amount borrowed and when paid, your reserve account will be charged for 
the amount of borrowing plus accrued interest.

These changes have been incorporated in the enclosed new Bulletin 
2, "Loans". This new bulletin, to be effective February 4, 1971, should on 
that date be placed in the ring binder which has been previously furnished 
for keeping the new, larger size reprints of the Federal Reserve Regulations 
and Bulletins of this Bank.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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On the same date - February U, 1971 - the following bulletins of 
this Bank, together with any amendments, will be superseded by new Bulletin 
2, and should be removed from the binder:

Bulletin No. 1, Rates for Discounts and Advances,
December 1, 1970

Bulletin No. 2, Bankers' Acceptances,
September 15, 1939

Bulletin No. 3? Discount or Purchase of Sight and
Demand Drafts, September 15, 1939

Bulletin No. 12, Advances to and Discounts for
Member Banks, July lU, 1966

The matter contained in superseded Bulletins 1, 2, and 12 is 
incorporated in the new Bulletin 2, "Loans". The material in superseded 
Bulletin No. 3? "Discount or Purchase of Sight and Demand Drafts", is 
felt to be obsolete, and is not being carried forward.

You have previously received, under our Circular 70-307? dated 
December 22, 1970, a new Bulletin 1, General Provisions, which should also 
be inserted in your ring binder on February U, 1971? ajid which will be 
effective as of that date.

The amendment to Regulation A forwarded with this circular should 
be inserted in your ring binder immediately, as it is presently in effect.

Your cooperation in completing and returning the continuing lending 
agreement at your earliest convenience will enable us to start making advances 
under the new procedure on the effective date.

If you have questions concerning the new procedure or desire ad
ditional copies of the enclosures, please contact an officer at our head 
office or appropriate branch who is shown by our Directory to have responsi
bility for the loan function.

Yours very truly,

P. E. Coldwell

President

Enclosures (U)
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

ADVANCES AND DISCOUNTS BY FEDERAL RESERVE BANKS

AMENDMENT TO REGULATION A

Effective November 23, 1970, sections 201.2(c) 
and 201.4(a) are amended to read as follows:

SECTION 201.2— ADVANCES TO MEMBER 
BANKS

(c) Advances on other security under section 
10(b) of the Federal Reserve Act. Any Federal 
Reserve Bank may make advances, under author
ity of section 10(b) of the Federal Reserve Act, to 
any of its member banks if secured to the satis
faction of such Federal Reserve Bank regardless 
of whether the collateral offered as security con
forms to eligibility requirements under other 
provisions of this part. The rate on advances made 
under the provisions of this paragraph shall in no 
event be less than one-half of 1 percent per annum 
higher than the highest rate applicable to dis
counts for member banks under the provisions of 
sections 13 and 13a of the Federal Reserve Act 
in effect at such Federal Reserve Bank. Such an 
advance must be repayable either (1) on a definite

date not more than four months after the date of 
such advance, or (2) at the option of the Reserve 
Bank on or before a definite date not more than 
four months after the date of such advance.

S E C T IO N  2 0 1 .4 — G E N E R A L  R E Q U IR E 
MENTS AS TO ADVANCES AND DIS

COUNTS

(a) Representations by member banks. A mem
ber bank requesting Reserve Bank credit shall be 
deemed to represent and guarantee (1) that it is 
not acting as the medium or agent of a nonmem
ber bank in receiving credit from a Reserve Bank 
except in accordance with the provisions of this 
part, and (2) that, except as to credit granted 
under section 201.2(c), as long as the credit is 
outstanding no obligor on paper tendered as col
lateral or for discount will be indebted to it in an 
amount exceeding the limitations in section 5200 
of the Revised Statutes, which for this purpose 
shall be deemed to apply to State member as well 
as national banks.



CONTINUING LENDING AGREEMENT 

REGARDING ADVANCES BY FEDERAL RESERVE BANK OF DALLAS

1. The undersigned member bank (hereafter called “ the member bank” ) promises to pay to the Federal Reserve 
Bank of Dallas (hereafter called “ the Reserve Bank” ) the amount of each advance made pursuant to this Agreement by the 
Reserve Bank to the member bank at the maturity date thereof, as such amount and maturity date are specified in an advice 
o f credit prepared and transmitted by the Reserve Bank to the member bank at the time of such advance, subject to all provi
sions of this Agreement and to all applicable terms and conditions set forth in the Reserve Bank’ s Operating Bulletins, 
Regulation A of the Board of Governors of the Federal Reserve System, and the Federal Reserve Act. The member bank 
further promises to pay interest on each such advance at the rate and in the manner provided in the Reserve Bank’ s 
Operating Bulletins and Supplements thereto.

2. The member bank authorizes the Reserve Bank to charge the member bank’ s reserve account with the amount 
o f each advance and interest thereon at or after its maturity.

3. As security for the payment of each advance when due, the member bank pledges to the Reserve Bank the col
lateral agreed upon by the member bank and the Reserve Bank. Such collateral is also pledged by the member bank as 
security for all other liabilities of such bank due or to become due to the Reserve Bank or which may be acquired by the 
Reserve Bank.

4. As further security for the payment of each advance, the Reserve Bank shall have a lien upon, or security in
terest in, all property (tangible and intangible) of the member bank in the possession or under the control of the Reserve 
Bank, including but not limited to items in process of collection and the proceeds thereof and any balance to the credit 
o f the member bank with the Reserve Bank.

5. Upon the request of the Reserve Bank, the member bank will substitute collateral or pledge such additional 
collateral as the Reserve Bank may deem necessary for its protection.

6. In the event of nonpayment of any advance when due or upon failure of the member bank to comply with a re
quest by the Reserve Bank for substitute or additional collateral, the Reserve Bank shall have all the rights of a secured 
creditor, including the right to sell all or any part of the collateral at public or private sale [without demand upon or no
tice to the member bank (except such notice as may be required by applicable statute and may not be waived) and to 
become the purchaser of the whole or any part of such collateral, free from any equity of redemption and from all other 
claims to the extent permitted by applicable statute. After deduction of all expenses, the proceeds of such collateral 
may be applied by the Reserve Bank to the payment of such advance and of all other liabilities of the member bank to 
the Reserve Bank, and any surplus then remaining shall be paid to the member bank.

7. Any advance made pursuant to this Agreement shall become immediately due and payable, without demand or 
notice, upon (a) the failure of the member bank to perform any agreement hereunder or to pay any liability of the member 
bank to the Reserve Bank when due; or (b) the insolvency of, or the appointment of a receiver for, the member bank;
or (c) the suspension or closing of the member bank, or the taking possession of its business, by any governmental 
authority.

8. Upon the happening of any event described in paragraph 7 of this Agreement, the Reserve Bank shall have the 
right to set off against the amount of any advance any indebtness of the Reserve Bank to the member bank, whether or 
not due.

(Name of member bank)

(Address)

By
(Authorized officer)

Date:

L.D-176 12-70



BULLETIN 2

Loans

FEDERAL RESERVE BANK OF DALLAS



SCOPE

This bulletin sets forth the general terms and conditions under w hich  w e  m ay extend  
credit accom m odations to m ember banks and the procedures to be fo llow ed  in connection  
w ith extensions o f such accom m odations. Additional information, including statem ents  
concerning the policy by w hich  the “discount w in d o w ” is administered, m ay be found in 
Regulation A  and the Federal R eserve A ct [see references in section 2 of this bulletin). Our 
current discount rate and our current rates on section 10(b) advances and advances to in
dividuals, partnerships and corporations under the last paragraph of section  13 of the Fed
eral R eserve A ct are found in Supplem ent A  to this bulletin.
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Section 1, DEFINITIONS

1.00 A cceptable and acceptability

“A cceptab le” and “acceptability” refer to the 
cred it  q u a lity  o f  p ap er  and o th er  c o lla te r a l .  
A cceptability  depends on the financial responsi
bility o f makers, endorsers or guarantors, or on 
the security behind the obligation, or on all of 
these, as appropriate. W e determine to our ow n  
satisfaction the acceptability of paper and cer
tain other collateral.

1.05 A ct

“A ct” m eans the Federal Reserve Act.

1.10 A dvance

“A d van ce” m eans a borrowing other than by dis
count under section 13 or 10[b) of the Act. A d 
vances are generally made under the Continuing  
Lending Agreem ent Regarding A dvances by Fed
eral Reserve Bank of Dallas (Form LD-176).

1.15 Borrow and borrow ing

“Borrow” and “borrowing” refer to a member  
bank receiving an extension  of credit from this 
bank, w hether by advance or discount.

1.20 Collateral

“Collateral” refers to obligations in the form of 
securities or paper w hich  a borrowing bank  
pledges to secure an advance.

Reference: sections 5 and 6 of  this  bulletin.

1.25 D iscount

“D iscount” m eans an extension of credit in 
w h ich  a member bank discounts eligible paper.

1.30 D iscount rate

“D iscount rate” refers to the low est  rate charged  
for borrowing. It is fixed by our Board o f D irec
tors subject to rev iew  and determination of the 
B oard o f  G o v ern o rs  o f  the  F ed era l R e se r v e  
System .

Reference: S upplem ent  A  to this bulletin for the  
current discount rate.

1.35 Eligible and eligib ility

“Eligible” and “eligibility” refer to obligations  
satisfying the applicable requirements o f the A ct

and Regulation A  for use in connection  w ith  a 
section  13 advance or, in the case o f paper, for 
discount.

1.40 Section  10(b) advance

“Section  10(b) advance” m eans an advance  
under section 10(b) of the A ct at a rate not less  
than V2 of 1%  over the discount rate. Such an 
advance need not have eligible collateral, but 
the collateral m ust nevertheless be acceptable.

1.45 Section  13 advance

“Section 13 advance” m eans an advance at the 
discount rate under section  13 of the A ct and 
secured by eligible collateral.

1.50 Officer authorized to borrow

“Officer authorized to borrow ” m eans an officer 
of a member bank currently holding one of the 
o f f i c e s  w h ic h  the  m e m b e r  b a n k ’s b o r r o w in g  
resolution authorizes to borrow from this bank.

Reference: 4.05 of  this  bulletin.

1.55 Paper

“Paper” refers to notes and similar obligations of 
various obligors, usually  customers of borrow 
ing banks.

1.60 R eference to Bulletin  1

Several definitions, rules o f construction, and 
other provisions applicable to this bulletin are 
found in our Bulletin 1, “General P rovisions”, 
and are incorporated herein by reference.

Section 2, REFERENCES

In a d d it io n  to th e  s p e c i f i c  r e fe r e n c e s  fo u n d  
throughout this bulletin, the fo llow ing general 
references are important to an understanding of 
borrowing transactions w ith  this bank:

Section  201.0 of Regulation A, containing general 
principles concerning the use of Federal Reserve  
credit.

Section 201.3 (j) of Regulation A, limiting the 
amount o f paper of one obligor w hich  can be 
used in borrowing.

Section 201.4 of Regulation A, containing general 
requirements for advances and discounts.

Section 201.5 of Regulation A, im posing restric
tions on the use o f paper acquired from a non

1
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member bank in  connection w ith  borrowing, 
except w ith  the perm ission o f the Board o f G ov
ernors (which has been granted w ith  respect to 
e l ig ib le  p a p er  a c q u ir e d  fro m  F ed era l In ter 
m ediate Credit Banks).

The fo llow in g  portions o f  the Act: section  4(8), 
section 9(13), section  10(b), section 12(2, 4, 5, 
6, 7, 8, 10, 12 and 13), section  13a(l, 2, and 4), 
section  19(d), section 24(3).

RS 5200, containing the indebtedness limit for 
one borrower from national banks, a limit made  
applicable to borrowing from this bank by sec 
tion 201.3(j) o f Regulation A. (Note: for purposes  
of this statute, as applied to borrowing from us, 
undivided profits, capital notes and debentures  
do not constitute capital or surplus.)

Section 3, GENERAL

3.00 Kinds o f  credit accom m odations

U n d er  p r o v is io n s  o f  th e  A c t  and s u b je c t  to  
Regulation A, and in the light of the general 
principles set forth in the forew ord to that regu
lation, w e  are authorized to make credit avail
able to member banks by  the fo llow ing  means: 
section 13 advances (see section  5); section 10(b) 
advances (see section  6); and discounting eligible  
paper (see section 7).

3.05 D isbursem ent o f funds and com putation  
of interest

If a request for credit is  received b y  us before  
2:00 p.m. and the request is approved, the bor
row ing m em ber bank w ill  be given immediate  
credit in its reserve account unless the member  
bank requests that credit be given on a sub
sequent day. A t the time o f the advance, w e  
credit the full amount of the advance to the 
reserve account of the borrowing bank. Interest 
on an advance w ill be payable to us at the time 
of repaym ent of the advance at the applicable  
rate indicated in  Supplem ent A  to this bulletin  
at the time the advance w a s  made, except that, 
if  the rate is changed w h ile  the advance is out
standing, the n ew  rate shall apply for the period  
after the date of such change. Interest w ill  be 
com puted on a basis o f 365 days to the year. In 
computing interest, w e  include the date o f bor
rowing and exclude the date o f paym ent. The 
same procedure w ill  apply to the d iscount o f

eligible paper, except no consideration is given  
to unpaid interest on d iscounted eligible paper.

3.10 Inform ation required b y  law

W e are required by law  to keep inform ed of the 
general character and amount o f  the loans and 
in v e s tm e n ts  o f  m em b er  b a n k s  to a sc e r ta in  
w hether undue use is being made of bank credit 
for the speculative carrying o f or trading in 
securities, real estate, or com m odities, or for any  
other purpose inconsistent w ith  the maintenance  
of sound credit conditions. In connection w ith  
any advance or discount, w e  reserve the right to 
require a current condition report of the borrow 
ing member bank, a recent balance sheet and  
profit and loss  statem ent of any obligor on paper  
offered as collateral for an advance or for d is
count, and such other reports and statem ents as 
w e  may deem  desirable.

Reference: sec t ion  201.0 of Regulation A ;  9.25, 
9.30, and 9.35 o f  th is  bulletin.

3.15 Paym ent at m aturity and prepaym ent

A  b o r r o w in g  p lu s  a ccru ed  in te r e s t  w i l l  be  
charged to the borrowing bank’s reserve account  
at maturity. The borrowing bank, at its option, 
m ay prepay all or part o f  any borrowing, and in 
such cases, the amount paid plus accrued inter
est w ill be charged to the borrowing bank’s 
reserve account.

3.20 Paym ents received  on collateral by  
borrow ing banks

If a m em ber bank that has pledged or dis
counted paper w ith  us, or has otherw ise trans
ferred collateral to us, receives any funds in 
paym ent for such paper or other collateral w hile  
it is so pledged, discounted, or transferred, the 
member bank m ust im m ediately advise us o f all 
such paym ents. W hen there is an ex cess  of 
collateral equal to or greater than the amount o f  
such paym ent, w e  w ill  reduce the collateral 
value by the amount o f the payment. In other 
c a se s ,  w e  w i l l  ch arge  th e  b o r r o w in g  b a n k ’s 
reserve account in the amount o f the paym ent  
plus accrued interest thereon. Until w e  take  
either of the above actions, as appropriate, such  
paym ent w ill  be considered as having been  re
ceived in trust for us.
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3.25 Renewal

A borrowing bank wishing to renew an advance 
should follow the same procedure necessary to 
obtain an original advance (see section 5 and 
section 6).

Section 4, PREREQUISITES FOR 
BORROWING

4.00 Borrowing resolution

A certified copy of a resolution adopted by a 
member bank’s board of directors authorizing 
designated officers to execute agreements with 
us and to borrow on its behalf from us must be 
on file with us in order for any member bank to 
obtain credit accommodations. Our Form BD-1 
Rev. should be used for this purpose. Borrowing 
resolutions filed with us remain in effect until 
cancelled or superseded by a new resolution.

4.05 Filing of signatures

An officer authorized to borrow must have his 
signature filed with this bank on a signature 
card, Form AC-150, before he is authorized to 
sign any documents in connection with borrow
ing.

4.10 Continuing lending agreement

In general, we will make advances to a member 
bank pursuant to a continuing lending agree
ment (our Form LD-176) to be executed by an 
officer authorized to borrow; and particular ad
vances pursuant to such agreement will be 
evidenced by an advice of credit, transmitted to 
the member bank at the time of the particular 
advance, specifying the amount and maturity of 
the advance. However, we reserve the right in 
any case to require the execution by a member 
bank of a promissory note with respect to a 
particular advance. Such a note must be signed 
by an officer authorized to borrow. The continu
ing lending agreement remains in effect until 
cancelled by either party by notice in writing 
to the other; however, cancellation does not 
affect loan transactions made previously.

Reference: 1.50 and 4.05 of this bulletin.

Section 5, SECTION 13 ADVANCES

5.00 Description

We may make advances to a member bank, 
pursuant to section 13 of the Act, for periods 
not exceeding 90 days,* on the security of obliga
tions of, or fully guaranteed by, the United 
States or any agency of the United States (see 
Supplement B). Also, we may make advances to 
a member bank, pursuant to section 13 of the 
Act, for periods not exceeding 90 days,* on the 
security of any paper eligible for discount or for 
purchase by the Reserve Banks under provisions 
of the Act (eligible paper).

5.05 Borrowing request

In general, we do not require that a request for 
an advance be accompanied by a written appli
cation, and any such request may be made by 
letter, wire, or telephone by an officer authorized 
to borrow. However, we reserve the right to re
quire the submission of a written application. 
Each request for an advance must specify the 
amount and maturity of the requested advance 
and the collateral offered as security, and in the 
event such collateral is not already held by us, 
the manner in which such collateral will be 
placed in our possession or under our control.

Reference: 4.05 of this bulletin.

5.10 Collateral security

Collateral offered as security for any advance, 
in addition to meeting requirements of the con
tinuing lending agreement, must be acceptable 
to us; must be endorsed or assigned by the mem
ber bank (except in the case of bearer paper); 
and must be in such form, or accompanied by 
such documents, that it may be readily trans
ferred to us without further action by the mem
ber bank.

Reference: 1.00 and sections 8 and 9 of this 
bulletin.

*It is expected, however, that advances for adjustment 
purposes normally will be for shorter periods com
mensurate with the period of time Federal Reserve 
credit is actually needed.

2- 4-71
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5.15 Collateral m ust h ave adequate m aturity

Collateral should not mature earlier than the 
date on w hich  the borrowing matures (except  
collateral w h ich  is to be exchanged for similar 
collateral, w ith  our advance agreement, before  
the maturity o f the borrowing).

5.20 R elease o f collateral

U nless the borrowing bank requests otherwise, 
w e release collateral im m ediately fo llow ing pay
ment of the related borrowing. A ll paper held as 
collateral w il l  be returned to the borrowing  
bank and securities w ill  be held by us in  sa fe 
keeping subject to the order of the borrowing  
bank.

5.25 A d van ces due on  Saturdays, Sundays or 
holidays

If an advance is agreed to fall due on one of 
our nonbanking days, the due date w ill  be  
changed so that the advance w ill  mature on our 
next banking day.

Reference: Supplem ent A  to Bulletin 1, contain
ing our nonbanking days.

Section 6, SECTION 10(b) ADVANCES

6.00 D escription

We m ay m ake advances to a member bank, 
pursuant to section 10(b) o f the Act, for periods  
not to exceed  four months,* secured to our satis 
faction, w hether or not the collateral m eets the  
requirements o f 5.00 above. However, the rate 
on such advances m ust be at least one-half of 
1 per cent higher than the h ighest rate applicable  
to discounts of or advances on eligible paper.

6:05 Collateral types

Am ong the types o f collateral w h ich  m ay be  
acceptable for a section  10(b) advance are those  
listed below :

Paper w h ich  w ould  be eligible except for its  
maturity, at the unpaid principal amount.

Paper secured by stock  and com plying w ith  
Regulation U, at the unpaid principal amount.

Obligations insured under Title I or Title II of 
the N ational H ousing Act, at the unpaid principal 
amount.

L on g-term  g e n e r a l  o b l ig a t io n  bonds, revenue  
bonds, notes  and warrants o f any state or politi
cal subdivision thereof (other than those referred  
to in Supplem ent B).

In addition, w hen  in our judgment circumstances  
make it advisable, w e  may accept as security for 
a section 10(b) advance any assets other than  
those set forth above w hich  w e  find acceptable.

6.10 Procedure

Procedure for obtaining a section  10(b) advance  
is identical to that for other advances (see sec 
tion 5). In addition, Form BD-29 should be sub
mitted w h en  the collateral is paper, secured or 
unsecured.

Section 7, DISCOUNTS

7.00 D escription

W e may discount custom ers’ paper o f  a member  
bank pursuant to section  13 and 13(a) of the 
Act, that m eets the “eligibility” requirements set 
forth in section  201.3 o f Regulation A (eligible 
paper). Banks have generally found it more con
venient to use eligible paper as collateral for a 
section 13 advance, rather than have it dis
counted.

7.05 Procedure

A ny member bank desiring to discount paper 
w ith  us, as indicated in 7.00 above, should con
sult us regarding the procedure to be fo llow ed.

Reference: sec t ion  9 for operating details w i th  
respect  to eligible paper.

Section 8, SECURITIES AS 
COLLATERAL

8.00 Book-entry Treasury securities

In accordance w ith  subpart O of Treasury D e
partment Circular No. 300, this bank, as Fiscal 
A gent o f the United States, m aintains as “book-  
entry Treasury securities” transferable Treasury  
securities deposited  as collateral for advances

*It is expected, however, that advances normally will be 
for shorter periods commensurate with the period of 
time Federal Reserve credit is actually needed.

4



FEDERAL RESERVE BANK OF DALLAS BULLETIN 2

by this bank. Transferable Treasury securities  
n o w  on deposit or hereafter deposited for such  
purpose w ill be converted into book-entry form  
and deposited in a book-entry collateral account 
in accordance w ith  the provisions of our cur
ren t b u lle t in  e n t i t le d  “ B o o k -e n tr y  T r e a su r y  
Securities”, and in such event such securities  
w ill be handled pursuant to the terms and con
ditions of that bulletin notw ithstanding any in 
consistent provisions herein.

8.05 Registered securities

Registered U.S. securities should be accom 
panied by the appropriate Treasury Department 
forms properly executed. In this connection, 
reference should be made to Treasury Depart
m ent Form PD1004 (power o f attorney], and 
Treasury Department Form PD1010 (authorizing  
resolution], and the instructions thereon. (The 
authorizing resolution on Form PD1010 m ust be  
in addition to the borrowing resolution referred  
to in paragraph 4.00 of this bulletin.]

8.10 Securities held  elsew here

Under certain conditions, securities offered as 
collateral m ay be held elsew here than at this 
bank and should be handled in the fo llow ing  
manner:

(1] If held by an approved custodian bank, 
arrangements may be made for us to accept a 
custody receipt (see 8.15 for procedure].

(2] If held in a correspondent bank in a Federal 
R eserve office city outside this district, they may  
be delivered to the Federal Reserve office in 
that city. The procedure for this w ill be supplied  
on request and should be initiated early in the 
morning on the day the advance is needed.

(3] In all other cases, the securities should be 
delivered to us.

8.15 Securities held  by an approved custodian  
bank

Supplem ent C to this bulletin lists custodian  
banks that have agreed to hold collateral for us. 
The borrowing bank should telephone and in 
struct the custodian bank to hold the securities  
subject to our order and for the account o f the 
borrowing bank. The name of the individual 
contacted at the custodian bank should be furn

ished us in order that w e  may confirm that the 
securities are held as collateral. The borrowing  
bank should execute  a Pledge A greem ent Form  
(LD-168X], though w h en  necessary the agree
m ent m ay be obtained after the funds are ad
v a n c e d .  W h e n  th e  s e c u r i t ie s  are n o  lo n g e r  
pledged, w e  w ill instruct the custodian bank to 
release them and hold  them  in free safekeeping.

8.20 Sim plified description  in certain cases

W h en  o b lig a t io n s  p le d g e d  as c o l la te r a l  are 
regular bearer securities held in custody w ith  us, 
or book-entry Treasury securities on our books, 
the borrowing bank need  only advise us of the 
description of the securities and the number of  
the custody receipt or advice of deposit.

Section 9, PAPER
9.00 A pproval required

Paper submitted for discount or to secure an 
advance should be listed  on our Form BD-29 and 
m ust be processed and approved by  our D is
count Committee before credit can be granted. 
H ow ever, credit for approved paper w ill  be  
granted as of the date the paper w as  received, 
unless w e  are otherw ise instructed. M any banks  
find it convenient to subm it paper for approval 
in advance, w ith  instructions for the approved  
paper to be held in abeyance pending possible  
use for borrowing.

9.05 Bankers’ acceptances

If a banker’s acceptance as drawn does not 
clearly d isclose the character of the underlying  
transaction on its face, evidence of eligibility  
may consist of a stamp or certificate affixed by  
the acceptor in one o f the fo llow ing standard 
certificate forms:

DOMESTIC SHIPMENTS

At time of acceptance, this bill w as  accom panied  
by shipping docum ents evidencing the dom estic  
shipm ent o f  (name of commodity] from (point of  
shipment] to (place of destination).

(Name o f  Acceptor)

IMPORT AND EXPORT TRANSACTIO NS

The transaction w hich  gives rise to this instru
ment is the (importation or exportation) of

5
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(name of commodity) from (point o f  shipment) 
to (place of destination).

(Name of Acceptor)

W AREHOUSE SECURED CREDIT

This bill w as  secured at the time of acceptance  
by independent w arehouse, terminal, or other 
similar receipt conveying  security title to (name 
of readily marketable staple) stored in (country  
where stored).

(Name of Acceptor)

9.10 C ollection  o f  paper

Paper w h ich  has been discounted or pledged as 
collateral w ill  be furnished to the borrowing  
bank, in  trust, ten days in advance of maturity  
to p erm it  c o l le c t io n  (see  a lso  3 .20  o f  th is  
bulletin).

9.15 D em and paper

Eligible paper in the form of demand notes is 
acceptable for discount or to secure advances. 
However, demand paper cannot be accepted if  
offered more than a reasonable time after issue, 
if d ishonored after demand for payment, or if 
otherwise overdue. Subject to the above restric
tions, or unless limited by facts w hich  establish  
an earlier paym ent date:

(1) Commercial or industrial demand paper may  
be accepted for periods up to 90 days from the  
date of pledge or discount.

(2) A g r ic u ltu r a l  d em a n d  p a p er  m a y  be d i s 
counted for periods up to 9 months, or accepted  
as collateral to a borrowing bank’s note having  
a maturity not in excess  of 90 days.

9.20 Financial statem ents

In connection  w ith  any advance or discount, 
financial statem ents, including com plete sch ed 
ules of important items, m ust be submitted w ith  
all commercial or industrial paper regardless of  
amount and should be subm itted w ith  agricul
tural paper in the amount of $1,000 or over. 
Financial statem ents of endorsers or guarantors, 
if any, should also be submitted. W e reserve the 
right to require a recent balance sheet and profit 
and loss  statement o f any obligor on paper

offered as collateral for an advance or for dis
count, and such other reports and statements  
as w e  m ay deem  desirable.

9.25 Financial statem ents —  originals or copies

Financial statem ents should be originals or 
copies o f originals held in the files of the bor
rowing bank. Financial statem ents becom e the 
property of this bank and are not returned; 
th e r e fo r e , w h e n  a b o r r o w in g  b a n k  su b m its  
original financial statements, it should retain 
copies for its files. If copies (other than photo
copies) are furnished, they should bear the fo l 
low ing certification signed by an officer author
ized to borrow:

This is a true copy o f the original signed 1 
financial statem ent held in our files. J

9.30 Form of financial statem ents, form s 
available

Financial statem ents need not be in any special 
form but should consist of a com plete and 
reasonably detailed balance sheet, profit and 
loss statement, and reconciliation o f net worth. 
W e m ay request additional information w hen  
deem ed desirable for a better understanding of  
the financial condition and operation of the 
o b lig o r . W e  h a v e  p rep ared  th ree  fo rm s  for  
optional use by member banks in this connec
tion, and w e  supply them free o f charge to 
member banks. They are;

Form C-5, financial statem ent for farmers and 
ranchers.

Form C-6, financial statem ent for commercial 
borrowers.

Form C-7, for comparative posting of five years 
of financial data on the borrower.

9.35 Endorsem ent

Paper m ay be endorsed by the use of an allonge 
so firmly affixed as to becom e a part o f  the 
instrument. Affixing the allonge by  glue w ill 
m e e t  th is  te s t ;  h o w e v e r ,  th e  u se  o f  p in s ,  
staples, paper clips, or various forms of tape 
w ill  not comply.

9.40 Insurance

W hen applicable, insurance policies covering  
collateral should accom pany paper and should

6
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have riders attached making loss  payable to the 
member bank as its interest may appear.

9.45 Secured paper

The borrowing bank should see that copies of 
security agreements or similar instruments ac
com pany secured paper. Evidence of compliance  
w ith  the appropriate statutes covering the crea
tion and perfection of security interests and 
other liens should also be provided,

9.50 Security form s available

Upon the request o f a member bank, w e  will 
supply without charge our security agreement 
(Form C-9) for banks in Uniform Commercial 
Code states, and our chattel mortgage (Form C-2) 
for banks in Louisiana.

9.55 W arehouse receipts

If paper is secured by w arehouse receipts, the 
paper w ill not be acceptable as collateral unless

the w arehouse receipts m eet the fo llow ing  re
quirements:

(1) T h e y  m u st  be  n e g o t ia b le  and  e n d o r se d  
w henever  endorsem ent is necessary to pass  
title.

(2) T h e  w a r e h o u s e m a n  is s u in g  th e  r e c e ip t  
should be entirely independent of the customer  
pledging such receipt, and the w arehousem an  
m ust not have any financial interest in the goods  
described in the receipt except to the extent of 
the usual lien for storage charges, etc.

Section 10, CONTRACT

Each member bank applying to us for an ad
vance or discount shall be deem ed by such  
action to have agreed to all of the terms and 
conditions set forth in this bulletin and in Regu
lation A.

2-4-71
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Supplement A 

RATES FOR DISCOUNTS AND ADVANCES

The fo llow ing rates w ith  respect to d iscounts and advances under the Federal Reserve A ct are now  
in effect at this bank:

Effective from:

D ecem ber 1 , 1970 

D ecem ber 1 , 1970

D ecem ber 1 ,1 9 7 0

A -l
12-1-70

D iscounts for and advances to m em ber banks: Per A nnum

(a) Section  13 advances and discounts under
section 13 and 1 3 a .......................................................................................... 5V2%

(b) Section 10(b) a d v a n ces ................................................................................  6 Jo

A dvances (up to 90 days) to individuals, 
partnerships and corporations:

A dvances under the last paragraph of section  13 secured by
direct obligations of the United S ta te s ........................................................  7 Jo

I
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Supplement B 
ELIGIBILITY OF SECURITIES 

B-1.00 Eligible U .S. agency securities

Direct obligations of, and obligations fully  guar
anteed as to principal and interest by, agencies  
of the United States Government, are eligible  
to secure advances at the discount rate. The  
fo llow ing are the principal agency obligations  
n o w  eligible as collateral for such advances:

Federal Intermediate Credit Bank debentures  

Federal Home Loan Bank notes and bonds  

Federal Land Bank bonds  

Bank for Cooperatives debentures  

Federal National Mortgage A ssociation  notes, 
debentures and guaranteed certificates o f  par
ticipation

Obligations o f or fu lly  guaranteed by the G ov
ernment N ational Mortgage A ssociation

Merchant Marine bonds

Export-Import Bank notes

Export-Import Bank guaranteed participation
certificates*

Farmers Hom e Administration insured notes*  

N otes fully  guaranteed as to principal and inter
est  by the Small Business Administration*

Federal Housing A dm inistration debentures

District of Columbia Armory Board bonds

T ennessee  Valley A uthority bonds and notes

Governm ent National Mortgage A ssociation ,  
modified pass-through arrangement

Bonds and n otes of local urban renewal or public  
housing agencies fu lly  supported as to principal 
and interest by the full faith and credit o f  the 
United States pursuant to section  302 of the  
H ousing A ct of 1961 (42 U.S.C. 1421 (a) (c), and 
1452(c)).

Comm odity Credit Corporation certificates of 
interest in a price-support loan pool conforming  
with, and assigned in conform ity with, agree
ments, instructions, and regulations o f  the Com
m odity  Credit Corporation as to form and secu 
rity.

NOTE: Nothing less  than a full guarantee  of 
principal and interest by a federal agency m akes

an obligation eligible. For example, mortgage 
loans insured by the Federal H ousing A dm inis
tration are not eligible since the insurance con
tract is not equivalent to an unconditional guar
antee and does not fully  cover interest payable  
on the loan. Obligations of international institu
tions, such as the Inter-American D evelopm ent  
Bank and the International Bank for Reconstruc
tion and D evelopm ent are also not eligible, since  
such institutions are not agencies o f  the United  
States.

B-2.00 Eligible short-term  m unicipal warrants 
and sim ilar securities

Securities o f the fo llow ing types m ay be used  as 
collateral for a section 13 advance at the dis
count rate:

Bills, notes, revenue bonds, and warrants w ith  a 
maturity from date of purchase of not exceeding  
six  months, issued in anticipation o f  the co llec 
tion o f  taxes or in anticipation o f the receipt of  
assured revenues by any state, county, district, 
political subdivision, or municipality in the 
continental United States, including irrigation, 
drainage and reclamation districts.

In determining the eligibility of such obligations  
as collateral, com pliance w ith  the requirements 
of Regulation E is not necessary; but this bank 
w ill satisfy  itself that sufficient tax or other 
assured revenues earmarked for paym ent of 
such obligations w ill be available for that pur
p ose  at maturity, or w ithin six  m onths from the 
date o f the advance if  no maturity is stated. 
Paym ents due from federal, state, or other gov
ernmental units may, in our discretion, be re
garded as “other assured revenues” ; but neither  
the proceeds of a prospective issue of securities  
nor future tolls, rents or similar collections for 
the voluntary use of governm ent property for 
non-governm ental purposes w ill normally be so 
regarded. Obligations w ith  original maturity ex 
ceeding one year w ould  not ordinarily be self- 
liquidating as contem plated by the statute, un
less  at the time o f issue provision is m ade for 
a redemption or sinking fund that w ill  be suffi
cient to pay such obligations at maturity.

‘Form BD-29 is required with these obligations.

B-l
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Supplement C 
APPROVED CUSTODIAN BANKS

The fo llow ing custodian banks have agreed to 
hold  collateral for a borrowing bank in this 
district:

First N ational Bank of Amarillo, Amarillo, Texas

Continental Illinois National Bank and Trust 
Company, Chicago, Illinois

The First N ational Bank of Chicago, Chicago, 
Illinois

First National Bank in Dallas, Dallas, T exas

Mercantile N ational Bank at Dallas, Dallas, 
Texas

Republic N ational Bank of Dallas, Dallas, Texas

El Paso N ational Bank, El Paso, Texas

The State N ational Bank of El Paso, El Paso, 
Texas

The First N ational Bank of Fort Worth, Fort 
Worth, Texas

Fort W orth N ational Bank, Fort Worth, Texas  

Bank of the Southw est, N. A., Houston, Texas

First City N ational Bank o f  Houston, Houston,
Texas

H ouston National Bank, Houston, T exas

Texas Commerce Bank, N. A., H ouston, Texas

The Bank of N e w  York, N ew  York, N e w  York

Bankers Trust Company, N e w  York, N e w  York

The Chase Manhattan Bank, N. A., N e w  York, 
N e w  York

Chemical Bank, N e w  York, N ew  York

First N ational City Bank, N e w  York, N e w  York

Franklin National Bank, N ew  York, N e w  York

Irving Trust Company, N e w  York, N e w  York

Manufacturers Hanover Trust Company, N ew  
York, N e w  York

Morgan Guaranty Trust Company, N e w  York, 
N e w  York

T exas Commerce Bank, N. A,, H ouston, Texas  
[N ew  York Office)

Frost N ational Bank, San Antonio, Texas

National Bank of Commerce o f San Antonio, 
San Antonio, T exas

C-l
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