
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
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Circular No. 77-94
August 25, 1977

TO ALL BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

On December 16, 1976, the Secur i t ie s  and  Exchange Commission issued 
Rule 17f-1, which re q u i re s  all financial institutions covered  by the Rule to repo r t  
to the  a p p ro p r ia te  ins trum enta l i ty  any  incidence of loss or theft of cer ta in  s e c u r i ­
ties a n d ,  with cer ta in  excep t ions ,  to make inqu iry  p r io r  to the completion of any 
transac tion  involving those s e c u r i t ie s .  The  Rule will be implemented in two 
p h a se s .  The f i r s t  p a r t  to be implemented will be  the repor t ing  requ irem en t ,  
which will go into effect on October 3, 1977. The  second p a r t ,  the inqu iry  r e ­
qu irem en t ,  will go into effect on J a n u a ry  2, 1978. During A ugust  1977 the  Secu­
r i t ies  and Exchange Commission will make a mass d is t r ibu t ion  of informational 
m ater ia l ,  which will include copies of the  Rule, p ro c e d u re s ,  and form.

T he  Federal R eserve  Banks have been designa ted  as  the "ap p ro p r ia te  
ins trum enta li ty"  for receiv ing  rep o r ts  of and  inqu ir ies  as  to lost or stolen United 
States Government and  Agency s e c u r i t ie s .  As used  in th is  c i r c u la r ,  the term 
"Government and  Agency secur i t ies"  includes secu r i t ie s  is sued  by the:

1. United States  T r e a s u ry

2. Banks for Cooperatives

3. Distric t of Columbia Arm ory Board

4. Export- lm port  Bank of the United States

5. Farm C red i t  Administra tion

6. Farm ers  Home Administra tion

7. Federal F inancing Bank

8. Federal  Home Loan Banks

9. Federal Home Loan Mortgage Corporation

10. Federal Housing Administra tion
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11. Federal Intermediate  C red i t  Banks

12. Federal  Land Banks

13. Federal  National Mortgage Association

14. Government National Mortgage Association (does not include
P a s s -T h ro u g h  Securit ies)

15. Small B usiness  Administra tion

16. S tuden t  Loan Marketing Association

17. T en n essee  Valley Authority

18. United States Postal Se rv ice

19. Washington Metropolitan Area T ra n s i t  Authority

20. Asian Development Bank

21. In ter-Am erican  Development Bank

22. International Bank for Reconstruction and  Development

Since late 1970, the Federal  R eserve  Banks have been opera t ing  a c h eck ­
list p ro c e d u re  des igned  to a s s i s t  in the  identification of lost and  stolen Government 
and Agency sec u r i t ie s .  The  development of the  check lis t  p ro c e d u re  had been 
s p u r r e d  in late 1969 by a m arked  in c rease  in the incidence and  m agnitude of thefts 
of United States Government and Agency secu r i t ie s  from banks  and  o ther  financial 
in s t i tu t io n s .

Rule 17f-1 will be opera ted  on a o n e -y e a r  pilot b as is  beg inn ing  
J a n u a ry  2, 1978, when the  inq u iry  requ irem en t  becomes effective. The Rule covers  
e v e ry  national s ecu r i t ie s  ex ch an g e ,  member thereof ,  reg is te red  secu r i t ie s  assoc ia ­
tion, b r o k e r ,  d e a le r ,  municipal secu r i t ie s  d e a le r ,  reg is te red  t r a n s fe r  ag en t ,  r e g ­
is te red  c lear ing  ag en cy ,  pa r t ic ip an t  th e re in ,  member of the Federal  R eserve  System 
and bank  whose deposits  a r e  in su red  by  the Federal Deposit In su rance  Corpora tion . 
While the  Rule re q u i re s  repo r ts  and  inqu ir ies  on T r e a s u ry  and  Agency secu r i t ie s  
from those financial in s t i tu t ions ,  the Federal R eserve  Banks will a lso accept  rep o r ts  
from and respond  to inqu ir ies  from any o the r  financial insti tution.

It should  be noted tha t  the Federal Reserve  Banks u n d e r tak e  no re sp o n ­
sib il i ty  with re g a rd  to any pa r ty  in maintaining the list of lost o r  stolen secur i t ies  
o r  respond ing  to in qu ir ies  p e r ta in ing  the re to  and will not be liable for any  act  or 
fa ilure  to act  with re sp ec t  to any p ro c e d u re s  se t  forth in Rule 17f— 1 . Fu r the rm ore ,
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the  list maintained by the Federal  R eserve  Banks p u r s u a n t  to such Rule is not a 
"caveat" o r  "stop payment" list.

Reports

Reports  of lost or stolen secu r i t ie s  should  be made in w r i t in g ,  using 
SEC Form X-17F-1A. Copies of the form will be  included in the SEC's A ugust  mail­
ing and  will be avai lab le  a t  all regional SEC offices after  Septem ber 1, 1977. All 
recover ies  must be promptly  repo r ted  in w r i t in g ,  us ing  the  same form, by the in ­
stitution which repor ted  the loss. Reports  should  be  a d d re s s e d  to:

Secur i t ie s  Department 
Marketable Issues  Division 
Federal R eserve  Bank of Dallas 
Station K
Dallas, Texas  75222

Banks In the  te r r i to ry  se rv ed  by the El Paso Branch should  send  repo r ts  to:

C ash-F isca l  Agency Department 
Federal R ese rv e  Bank of Dallas 
El Paso Branch 
P .O .  Box 100 
El Paso, Texas  79999

Banks in the  te r r i to ry  se rv ed  by the Houston Branch should  send  rep o r ts  to:

Fiscal Agency Department 
Federal  R eserve  Bank of Dallas 
Houston Branch 
P .O .  Box 2578 
Houston, Texas  77001

Banks In the  t e r r i to ry  s e rv e d  by the San Antonio Branch should send  repo r ts  to:

C ash-F isca l Agency Department 
Federal R ese rv e  Bank of Dallas 
San Antonio Branch 
P .O .  Box 1471 
San Antonio, Texas  78295

Inquir ies

All f inancial insti tu tions covered  by Rule 17f—1 a re  also req u ired  to make 
inqu iry  with re sp ec t  to e v e r y  b e a r e r  Government o r  Agency secu r i ty  ( inc luding
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r e g is te re d  secu r i t ie s  a ss ig n ed  in b l a n k ) , which comes into its possess ion  or 
keep ing ,  w h e th e r  by p led g e ,  t r a n s fe r  o r  o th e rw ise ,  to a sce r ta in  w he ther  tha t  
secu r i ty  has  been repo r ted  as lost or stolen unless :

1) T he  s ecu r i ty  is rece ived  d irec t ly  from the i s su e r  or issu ing  
ag en t  a t  i s suance ,  o r

2) T he  secu r i ty  is received  from ano ther  repor t ing  institution or 
from a Federal R ese rve  Bank in its capacity  as fiscal agen t .
(All secu r i t ie s  rece ived  from a Federa l  R eserve  Bank a re  ex ­
empt from the  Rule 17f-l inqu iry  requ irem en t  excep t  secu r i t ie s  
rece ived  on a w ithdraw al from a safekeeping o r  o ther  custodial 
account w here  the  secu r i t ie s  w ere  not held in b ook-en try  form .)

In th is  D is tr ic t ,  in q u i r ie s ,  as well as req u es ts  for genera l  information 
reg a rd in g  the u se  of the Federal R eserve  Bank check lis t  p ro c e d u re ,  may be made 
by telephone to our  Secu r i t ie s  Department a t  (214) 651-6384 or 651-6360. Banks 
in the  te r r i to ry  se rv ed  by the El Paso Branch should call (915) 544-4730, Ext. 52; 
in the  t e r r i to ry  s e rv ed  by the Houston Branch should  call (713) 659-4433, Ext. 74; 
o r ,  in the  te r r i to ry  s e rv e d  by the San Antonio Branch should  call (512) 224-2141, 
Ext. 60. Response  by the Federal R eserve  Office will be in the form of a r e tu rn  
call ,  which will be promptly  confirmed in w r i t ing .

Reports  of and  inqu ir ies  as to reg is te red  T r e a s u r y  and  Agency s e c u r i ­
ties (un less  a s s ig n e d  in blank) a r e  not covered  by the  Rule, bu t  may be  made to 
the a p p ro p r ia te  t r a n s fe r  agen t  (e i ther  the U .S .  T r e a s u r y  Department for T r e a s u ry  
a nd  Federal Land Bank i s su e s ,  o r  the Federal R eserve  Bank of New York for o ther  
Agency i s su e s ,  including secu r i t ie s  issued  by international organizations)  . Any 
re p o r ts  of or inqu ir ies  as  to counterfe it  secu r i t ie s  should  be d irec ted  to the a p p ro ­
p r ia te  law enforcement agenc ies .

The check l is t  p ro c e d u re  is d e s ig n ed  to help recover  lost or stolen 
secu r i t ie s  and to p re v e n t  th e i r  use  in normal commerce. Of even  g re a te r  import­
ance a re  m easures  des igned  to minimize the  r i s k  of loss o r  theft of s ecu r i t ie s .  In 
th is  re sp ec t ,  the  b ook-en try  p ro c e d u re  for Government and Federal  Agency secu ­
r i t ies  affords  the optimal solution to the  problem of secu r i t ie s  thefts .  C u r re n t ly  
more than 87 p e rc e n t  of the e l ig ib le  marketable  Government and  Federa l  Agency 
issues  a re  held in b ook-en try  form. However, about $63 billion still remains out­
s tanding  in defin it ive  form—much of it in the  custody  of b a n k s .  Both the Federal 
R eserve  System and the  T r e a s u r y  have  been  work ing  to ex tend  the use  of the book- 
en try  p ro c e d u re ,  and  banks  a re  u rg e d  to u til ize the p ro c e d u re  to the maximum 
ex ten t  poss ib le .

S incere ly  y o u r s ,
Robert H . Boykin

F irs t  Vice P res iden t




