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June 19, 1933

Federal Reserve Board,

Washington, D. C.

Dear Sirs: Subject: Seattle School District Warrants

Referring to rg of May 27th and

June 3d, we enclose copy of letter from Mr. Frank S.
Mﬂl

Bayley, dated June 9th, and copy of our reply, dated
June 17th, continuing discussion with regard to the
Federal Reserve Bank purchasing Seattle School District
Warrants.

Yours very truly,

Enclosures
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. June 17, 1938

Mr, Frank 5, Bayley,
Pres., Board of Directors,
8chool District Fuamber 1,
Central Building,

S8eattle, Washington,

Dear ¥Nr. Bayley:

I have received and carefully considered the
contents of your letter of June 9, 1833 relative to your
application for the purchase of School District Warrants
by this bank. I have also read the letter addressed to
you upon this subject by Nr, Ira Clerk, Deputy Governor
of this Bank, and the memorandum ojinion dated June 2,
1932 addressed %o Nr. Clerk by our counsel.

, I can assure you that it is cur disposition to
be of the utmosti assistance to the communities embraced
within this District during these somewhat trying times,
and that if we could discover a way by which we could take
the zction which you request within the limitations of the
law under which the Pederal heserve Banks operate, we
would do so. In view of the opinion expressed by our
counsel, however, that the Warrants issued the @gchool
Biltricg are not eligible for purchase by a Federal Reserve
Bank under the provilio%a of the Federsl Heserve &ct and
the Regulations of the Federal Reserve Board, I must ad-
vise you that we can not make the investment which you
mz‘e.t-

It seems clear to me that the instruments under
onsideration are not of the character referred to in
lection 14 (b) of the Federal Reserve Act. They have no

definite maturity whereas the Act provides that Warrants
purchased must have a maturity from date of purchase of
not exceeding six months, It is also provided that War.
rants purchased must be issued in anticipation of the col-
lection of taxes or in anticipation of the receipt of
assured revenmies, Even the most liberal comstruction of
the instruments under consideration 4o not come within
that classification., While it is true that neither the
Federal Reserve Act nor the Regulations of the Federal Re-
serve Board specifically provide that instruaments of the
character referred to in Bection 14 (b) must be negotiable
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NMr. Prank 8. Bayley -fe June 17, 1933

in form as well as in fact, you will readily understand
that this Bank cannot invest its funds in instruments which

become subject to equities and rights of set-off in
behalf of prior parties. The foregoing is my mature con-
clusion after having given the entire matter the most care-
ful consideration. ‘

I may say however, that all correspondence in
connection with this matter has been forwarded by copy to
the Federal Reserve Board. If, in the opinion of the Federal
Reserve Board or its counsel, the conclusions which we have
reached in this matter are considered erroneous or unduly
technical, we will no doubt dbe 30 advised in which event
we shall 5& glad to give the matter further consideration,

Yours very truly,

Jﬂv- M ca/H(mg Qqhei}

Governor.

Federal Reserve Bank of St. Louis
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SEATTLE PUBLIC SCHOOLS
Office of the Superintendent
Central Building
Seattle, Washington

June 9th 1933

Mr. J. U, Calkins, Governor,
Federal Reserve Bank of San Francisco,
San Francisco, California.

Dear Mr. Calkins:

I received your letter of June 3rd, signed by Mr. Clecrk, Deputy Governor,
and addressed to me as President of the Board of Directors of School
District No. 1, and wish to thank you for the consideration ziven to our
application for the purchase of School District warrants by the Federal
Reserve Bank. Naturally, we are much disappointed in the conclusion
reached in Mr., Clerk's letter, but in view of the importance of the matter
to the City of Seattle, we are not disposed to accept hig letter as final.

You may recall the somewhat famous remark of Mr, John Ryan regarding

Elihu Root as an attorney. Mr. Ryan said the reason he liked Mr. Root

as a lawyer was because when other lawyers told him what he could not do,
Mr. Root found a way for him to do what he wanted to do. This attitude
towards present day problems has no finer example than that of President
Roosevelt who seems determined, where he discovers a pressing need, to
remedy it, even if in doing so he is obliged to override the technicelities
of conservatism zna the ezsy answer that it can't be done. We feel that
the present situation of School District No. 1 in this’city presents such
a need that it is entitled to have the most earnest consideration, regard-
less of technicalities, provided a safe, sound and proper basis of relief
can be discovered.,

We are not inclined to argue about the legal opinion of Mr. Agnew, but do
feel that, granting his conclusion to be sound, it is still possible for
the Federal Reserve Bank, in line with the Government's general attitude
at this time, to afford us relief with both propriety and safety. I,
therefore, take the liberty of making some comments on the two objections
or points which seem to stand in the way of your favorable action on our
petition.

With reference to the objection that our warrsants are not igsued in
anticipation of the collection of tasxes, or of the receipt of assured
revenue, it seems to me that this is obviously super-technical. The
School Boardt's annual budget is based entirely upon its suthorized tax
levy, upon property within the School District, and upon its portion of
school funds covered by the County snd State tax levies. These two

http://fraser.stlouisfed.org/
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_ latter amounts are estimated for us by the proper authorities of the

v County and State, and levies are laid on taxable property for the
purpose of raising them. Ve are obliged by law to limit our expendi-
tures to the combined sum of these tax revenues. As a matter of fact,
the taxes are paid in at various times during the year, s consiuerable
portion being paid in the Spring and another considerable portion
waiting until the late Fall. Because of this spread in the payment of
the taxes, the District is generally obligzed to go on & so-called
"warrant basis" in the late Spring or Summer. The warrants which are
drawn by the District are, as you have observed, orders from the County
Treasurer of the payment of the face of the warrant out of school funds
available therefor. Please remember that no warrant is drawn for an
amount in excess of the taxes levied and paysble. Therefore, regardless
of the fact thst the warrsnts do not say anything on their face to the
effect that they are issued in anticipatlion of the collection of taxes,
such is obviously the fact. This fact, it seems to us, should be
sufficient to bring the warrants within the provisions of the Federal
Keserve Act, Section 14 B. e assume that the Bank is interested not
so much in form zs it is in substance, but undoubtedly it would not
accept warr:nts no matter how they were labeled if facts did not support
the description :iven. In our case, the facts spesk for themselves and
do comply nith the provisions of the law. Therefore, it seemed that the
lack of descriptive matter on the face of the warrant should be
immateriel. Within the past thirty days, King County, Washington, has
collected over seven million dollers of taxes, a large portion of which
goes to School District No. 1, with an additional substantiel smount
comins through he County end the State. Furthermore, School District
No. 1 will have called for psyment znd redeemed during the months of
May snd June, approximately two million of its outstanding warrants.
It will also interest you to know that the Banks of this city have held
and owned at various times since January lst 1933, as high as ten
million dollars of warrents of exactly the same type as used by School
District No. 1. A total of fifteen million of similer warrants are
held by Banks throughout the State. No Bank has ever suffered a loss
on account of the warrants of School District No. 1.

As to the second objection in the matter of the negotisble form of the
warrsnts, we are unable to find, either in the provisions of the Federal
Reserve Act, Section 14 B, or in the printed regulations of the Federal
Reserve Board, being Regulation E, Series of 1928, any direct statement
that such warrants must be in strictly negotiable form. In the data
supplied to the Seattle Ménager of the Federal Heserve Bank, a statement
was mede that the wsrrants were not in negotisble form, rut we did point
out that, to the best knowledge &nd informetion of the members of the
Board of Seattle School District No. 1, no bamnk or bona fide investor

in School District Warrants, such as are issued by School District No. 1,
hed ever suffered loss because of non-negotiable form. Mr. Shaw's letter
of May 17, 1933, asked that informetion be supplied him that such warrants
be negotiable "in fact" and this informztion we attempted to supply.
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In view of the very obvious and energetic determination of the Federal
Government to be helpful in cases of extreme and worthy need where
practical snd reasonsble methods of doing so can be worked out, we
strongly feel thst our case deserves reconsideration at your hands and
the exercise of every possible liberality of interpretation of your
requirements, in order that our need may be met. If we were presenting
the request unwarranted in fact, snd unsafe if granted, we mizht feel
differently, but the facts above cited seem to us to point conclusively
not only to the desirability of favorable considerstion, but to the
safety of the Bank in rranting the same.

Mey we, therefore, =zsk that the matter be earnestly reconsidered?

Very truly yours,
Frank S. Bayley (signed)

President, EFoard of Education
Seattle School District No. 1.

Federal Reserve Bank of St. Louis
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HBonorable Hommr T, Bone,
United States Senate,
Washington, D, C.

Dear Senator Bone:

Your letter of Jume 10 addresssd to Goversor Blaek,

together with inclosures, has been referred to this offiece for

reply., As indieated in Mr, tter to you, copies of

the material regerding General Obligation Warrants of Sghool

Distriot No, 1, Sesttle, Washington, were forwardsd by him to
Governor Black, and we are returning herewith the inslosures
tranmmitted with your letter.

This matter wee taken up with the Federal Reserve
Bank of San Franoisoo and on Juns 3 the Deputy Governor of that
bank addressed s letter to Mr, Bayley which reads, in part, as
follows:

"Moough the Managing Direstor of our HSeattle

Brangh, we bave beea furnished with a specimen

of the ocutstanding *warrants® to whie¢h you ap-

parently refer and whieh the Reserve Bank was

petitionsd to purchase. This instrument, we

find, 1o a disbursessnt draft dramm on the

Treagsurer of King Coumty. It has been pre-

sented for payment but not dfscharged because
of want of funds,

At the time of offering such 2 warrant to the
Yedere)l Reserve Bamk, it would be past due
without a definite date of maturity.

and
*I¢ is the epinion of our Counsel that sucsh war-
mumnotsngibhwr ase by Federal

http://fraser.stlouisfed.org/
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Honorable Homer T, Bone -~ {2)

Reserve Board. We regret to inform you,
- therefore, that we oamnot acquire them for
investment,."

¥Yor your information in this connection there is inclosed eopy
of the Bosrd's Regulation "E" regarding the purchase of warrants.

Vory truly yours,

{Signed) Chesier Watpif

Secretary,

Inalosures.

ydw

LE COPY

Digitized for FRASER
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PARK TRAMMELL, FLA., CHAIRMAN
DAVID I. WALSH, MASS. FREDERICK HALE, ME,

MILLARD'E. TYDINGS, MD. JESSE H. METCALF, R.I.

L D. SMITH, 8.C. PHILLIPS LEE GOLDSSOROUGH, MD,

QEOI _MCGILL, KANS, HAMILTON F. KEAN, N.J.

RICHARD B. RUSSELL, JR.,GA. JAMES J. DAVIS, PA, fmc * { b 3 5 {

HOMER T. BONE, WASH. HENRY W. KEYES, N.H. fa{e A .
HARRY FLOOD BYRD, VA. HIRAM JOHNSON, CALIF. e =S enate ﬁ/} e -

WILLIAM H. DIETERICH, ILL.

COMMITTEE ON NAVAL AFFAIRS T e
ED AHEARN, CLERK

June 10, 1933,

(Wt

Hon., Eugene R. Black, Governor,
Federal Reserve Board,
Washington, D, C.

Dear Governor Black:

I am inclosing a letter and docu-
ments which I have received from Me, Frank S,
Bayley, President of the Board of Directors, Seattle
School District No. 1 regarding the purchase of
certain outstanding Generaml Obligation Warrants
of the First School Jistrict. I hope very much
it will be possible for you to authorige the pur-
chase of these Warrants,

Sincerely yours,

7 B
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June 3, 1933.

Federal Reserve Board,
Washington, D. C.

Dear Sirs: Seattle School District
Warrants
Referring to your letier.of Mey-1Z, and ours

of the 27th, we have today responded to Mr. Frank S.
Foilgsident of the Board of.Direeigrs of the
eatt baol JIETre? No to the effeet that the

FErTents whlch it was "proposed to offer the Federal Re-
serve Bank of San Francisco would not be eligible for
purchase under the existing provisions of the Federal
Reserve Act and regulations of the Federal Reserve
Board. '

A copy of our letter to President Bayley is
enclosed, and also a copy of an opinion of-Counsel Agnew.

Yours very truly,

Vi

Deputy Governor.
Enclosures

R



e

———

Reproduéed from the Unclassified / Declassified Holdings of the National Archives

v

Digitized for FRASER
http://fraser.stlouisfed.org/

FEDERAL RESERVE BANK OF SAN FRANCISCO

June 3, 1933.

lr. Fraszk S. Bayley,
Presideat, Board of Directors of Secheol District No. 1,
Seattle Publie Schools, /

Central Buildiag, f
Seattle, Washimgton. /
Dear Mr. Bayley: T~ /f/
Under dete of Nay 13, you forw to \
Calkins a copy of a resolutiom adepted by Board of
Direoters requestimg the Fed Reszerve of Sam
Frameisce to purchase dertaiam outstanding ral ebligatiom

tly refer and whiech the Raserve
Baak was petitioned to purchase. This imsirumemt, we fiad,
is adizbur t draft dram on the Treasarer of Kimg County.

want of funds.

/{hu been presamted for/ t but mot discharzed because
of ‘

At the time of offerimg such a warramt to the Federal
Reserve Bank,/ it would be past dwe and without a defimite date
maturity

It is the opimiom of our Counsel that such warraats
are not eligible for purchase by Federal reserve banks under the
provisions of the Federal Reserve Act and regulatioms of the
Federal Reserve Beard. We regret to inform yom, therefore, that
we canmot acquire them for investaeat.

There is enclesed a copy of a memorandum prepared by
our Counsel, Mr. Albert C. Agmew, which points out the sallent
features sbout these warramts which leads to the determimstion

of this decisiom.

Yours very truly,

%//éww(/’

Deputy Govermor.
Enclosure,

Federal Reserve Bank of St. Louis
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June 2, 1933.

Re: Seattle School District No. 1 -

Warrants - Eligibility for
Purchase by Federal Reserve

Bank of San Francisco.

MEMORANDUM TO: MR. CLERK.
FROM: MR. AGNEW.

I have examined the correspondence passing
between you and the Seattle Branch relative to the above
matter, as well as the following correspondence:

Letter dated May 17, 1933, addressed to this bank
by Arthur M. Hare of the Prosecuting Attorney's
Office of King County, Washington;

Letter dated May 19, 1933, addressed by Dietrich
Schmitz, Vice-President, Board of Directors,
Seattle Board of Education, to the Seattle Branch
of this bank;

Letter dated May 13, 1933, addressed by Frank S.
Bayley, President, Board of Directors, Seattle
School District No. 1, to Governor Calkins;

Letter dated May 17, 1933, addressed by Mr. Mor-
rill, Secretary of the Federal Reserve Board, to
Governor Calkins;

and various other correspondence relative to the
above matter.

It 1s my opinion that the warrants issued by
Seattle School District No. 1, photostatic copies of
specimens of which were submitted with Mr. Schmitz' 1letter
of May 19, 1933, are not eligible for purchase by a
Federal Reserve Bank. My opinion is predicated upon the
following:

Digitized for FRASER
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PROVISIONS OF FEDERAL RESERVE ACT:

Section 14(b) of the Federal Reserve Act empowers
Federal Reserve Banks -

"to buy and sell ¥ warrants with a maturity from
date of purchase of not exceeding six months,
issued in anticipation of the collection of taxes
or in anticipation of the receipt of assured
revenues by any *¥¥ district, political subdivision
or municipality ¥*¥* such purchases to be made in
accordance with rules and regulations prescribed by
the Federal Reserve Board."

REGULATION OF THE FEDERAL RESERVE BOARD:

Regulation E of the Federal Reserve Board,
governing the conditions under which the tax anticipation
warrants referred to in Section 14 of the Federal Reserve
Act may be purchased by Federal Reserve Banks, provides
(Section III) that warrants may be purchased provided they
are issued in anticipation of taxes or revenueswhich are due
and payable on or before the date of maturity of such war-
rants. This condition, as to the taxes and revenue being
due and payable on or before the maturity of the warrant,
may be waived by the Board in specific cases.

NEGOTIABILITY OF THE WARRANTS:

The warrants referred to, and upon which this
opinion is predicated, are clearly non-negotiable in form.
They constitute drafts drawn by the School District on the
treasurer of the county. They are expressly made payable
"out of any money in the general or special school fund not
otherwise appropriated.” They further provide that interest
at 5% per annum shall be allowed from the date the warrant
is registered until it is called. The specimens submitted
contain upon the reverse side thereof the following legend:

"Presented and not paid for want of funds.
Apr 5-1933
GEO. G. WITTENMYER
Treasurer, King Co., Wash.™

Digitized for FRASER
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Admittedly, these instruments are drawn on the school fund
in the hands of the treasurer and it is understood that
they will not be paid upon presentation if the fund is in-
sufficient. This is evidenced by the fact that an express
provision is made for the payment of interest from the date
of presentation until payment.

I have carefully examined the letter dated
May 17, 1933, addressed to this bank by Mr. Hare of the
Prosecuting Attorney's Office, King County, Washington.
Mr. Hare's argument in substance is that while the warrants
are admittedly non-negotiable in form, they are negotiable
in fact and are subject only to the defense arising out of
want of consideration as between the drawer and the payee of
the warrant. I am unable to agree with Mr. Hare in this
conclusion. His opinion is predicated upon the following
cases which he cites:

FIDELITY TRUST COMPANY vs. PALMER,
22 Wash, 473; 61 Pac. 158.

CITY OF MARKUS vs, OFNER, 103 Wash. 478;
175 Pac., &l.

WOODWORTH vs., SCHOOL DISTRICT NO. 2,
103 Wash, 677; 175 Pac. 321.

The cases above referred to hold in substance
that while a warrant of the kind mentioned may be non-
negotiable in form, it is negotiable in fact; that is, it
possesses qualities of negotiability in so far as the man-
ner of transfer of title is concerned and is, therefore,
not subject to equities as between prior parties except
that it is open to any defense which might have been made
to the claim upon which it is founded. Mr. Hare, however,
fails to cite later decisions rendered by the Supreme Court
of the State of Washington, in which the theory set forth

in the cases above cited is quite definitely repudiated.
I refer particularly to the following cases:

BANK OF CALIFORNIA vs, NATIONAL CITY COMPANY,
244 Pac, 690; 138 Wash. 517.

BANK OF CALIFORNIA vs. NATIONAL CITY COMPANY,
251 Pac. 561; 141 Wash. 243.

JONES v, AMERICAN SAVINGS BANK & TRUST CO.
247 Pac. 1017; 139 Wash. 598.

Federal Reserve Bank of St. Louis
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MANKER vs, AMFERICAN SAVINGS BANK & TRUST CO.,
230 Pac. 4063 131 Wash. 430.

HARPER & SON vs. PACIFIC POWER & LIGHT CO.,
©55 Pac. 949; 143 Wash, 456.

Attention is also directed to the case of -

MARYLAND CASUALTY CO. vs. GRAYS HARBOR COUNTY,
293 Pac. 441; 159 Wash. 356.

The latter case, while not directly in point, indicates the
extent to which the right of set-off might be exercised
against instruments of the character under consideration.

While it is true that in the cases cited by
Mr. Hare, the Supreme Court of Washington had taken the
somewhat anomalous position that instrumentsnon-negotiable
in form might be considered for some purposes as
negotiable in fact, the same court in the case last above
cited repudiates this theory and holds definitely that
instruments of this character, being non-negotiable in form
and not in compliance with the Negotiable Instruments Act,
are non-negotiable for all purposes and subject to any and
all equities as between prior parties.

In the case of -

BANK OF CALIFORNIA vs. NATIONAL CITY COMPANY,
141 Wash. 243; 251 Pac. 561,

the court uses the following language, which is illustrative
of the position taken in the other cases referred to:

"In the Manker case, it was held that,
in order for an instrument to be negotiable, it
must conform to the requirements of negotiability
laid down in the Uniform Negotiable Instruments
Act of this state, and that an instrument which
does not so conform is non-negotiable in every
sense. In other words, that there are no two
standards of negotiability; that an instrument is
negotiable for all purposes or non-negotiable
for all purposes, depending upon whether it measures
up to the requirements of the act. Prior decisions
of this court were referred to in the Manker case and,

Federal Reserve Bank of St. Louis
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in effect, reversed in so far as they might
indicate the adoption of the theory that there are
two standards of negotiability and, in so far as
the department opinion in this case inferentially
revived that theory, that language is now withdrawn
from the opinion.®

The court in this decision adopts and follows
the decision in the Manker case, and while the facts in
that case are not comparable to those now under considera-
tion, the theory laid down in the Fidelity Trust Company
case and the others cited by Mr. Hare is definitely re-~
pudiated.

Illustrative of the defenses which may be raised
to warrants admittedly non-negotiable in form is the case of -

ADAMS COUNTY vs,., RITZVILLE STATE BANK,
154 Wash., 140; 281 Pac. 332,

in which case, the bank having purchased the warrants in

i good faith was denied the right to recover thereon as
against the county because the warrants were issued against
a padded payroll. The non-negotiability of the instruments
and the right of the county to defend for lack of con-
sideration was admitted.

The warrants here under consideration have no
definite maturity and being drawn against a specific fund
and payable only out of any money in such fund not other-
wise appropriated are clearly non-negotlable in law as well
as in fact.

NON-COMPLIANCE WITH SECTION 14 OF THE ACT:

The instruments under consideration do not, in
my opinion, comply with the provisions of Section 14(b) of
the Federal Reserve Act. The instruments therein referred
to are those "with a maturity from date of purchase of
not exceeding six months", These warrants have no maturity.
The act also provides that warrants eligible for purchase
must be Missued in anticipation of the collection of taxes
or in anticipation of the receipt of assured revenues®. The
instruments here under consideration are not so issued but
are in effect drafts drawn on school funds in the hands of
the county treasurer.
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RIGHT OF SCHOOL DISTRICT TO ISSUE TAX ANTICIPATION WARRANTS:

At your request, I have examined the Washington
statutes and am unable to find therein any provision
which would authorize school districts to issue tax antici-
pation warrants to meet current expenses. Power to issue
tax anticlpation warrants was granted to school districts
by Section 1, page 297, Laws of 1895 (Sec. 5624, Remington's
Revised Statutes?. The annotator of the Revised Statutes
states that the chapter was intended to be repealed by
Chapter £57 of the Laws of 1897 (page 448) but that the
title of the act of 1897 omits mention thereof. Consequent-
ly, so the annotator states, this chapter is retained in
force as to all corporations therein named except school
districts. It is presumed that the exception of school
districts is predicated upon the later adoption of the
statute specifically regulating such districts and defin-
ing their corporate powers (Remington's Revised Statutes,
Sec. 4694, et seq.).

I have carefully examined the general statutes
governing school districts and do not find therein any
provision which either directly or by legal implication
confers upon school districts the right to issue tax
anticipation warrants. It is my opinion that in the State
of Washington school districts do not have such powers,

It is noted, however, that under the provisions
of Sec. 4941, Remington's Revised Statutes, the Board of
Directors of a school district is given power to borrow
money and issue negotiable coupon bonds therefor for the
purpose of funding outstanding indebtedness and for other
purposes. Limitations are placed upon the amount of money
which may be so borrowed and the conditions under which
the bonds may be issued. Perhaps, the difficulty in which
the Seattle School District finds itself might be re-
lieved through the exercise of the privileges given under
this section. It would seem that bonds so issued,
negotiable in form, would constitute an avenue of credit
not otherwise available.

We have not yet received the 1933 Session Laws
of Washington. My investigation of the right of school
districts to issue tax anticipation warrants does not,
therefore, cover statutes adopted at the last session of the
Legislature.

Counsel. - pf

ACA:MA

Federal Reserve Bank of St. Louis
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May 27, 1933 s

Federal Reserve Board,
Washington, D. C,

Dear Sirs:

Under date of May 13th, Mr. Frank S. Bayley, President of the
Board of Directors of . communicated wi
Federal Resef?@“ﬁBE?gmBnd Federsl Reserve Bank of San Francisco regsrding
the purchase of warrants of Seattle School District No. 1.

It appears that Seattle banks were carrying approximately
$3,000,000 of these warrants and had declined to extend their holdings,
probably due to the uncertainty of tax collections. A change has teken
plece, however, in that the District is supposed to have called $800,000
in warrants for psyment May 21st, and will call an additional $800,000,
June 10th.

The Seattle Clearing House Association has voted to'cash all
warrants to be issued June 5th and 12th, aggregating approximately $1,000,000,
as well as the remainder of the warrsnts outstending. ’

The situation has deviated from a solicitation of the Federal
Reserve Bank to offer immediate relief to an inguiry,both by the School
District and the Seattle Clearing House banks, as to whether the Federsl
Reserve Bank would purchese such warrants if no other outlet were available.

It should be mentioned that these warrants are merely demend
drafts (checks), drawn on the County Treasurer by the School District and
marked payable

"out of any money in the central or special
School Fund not otherwise appropriated.®

The warrants now under discussion are issued to teachers, for
instance, and besr on their face the statement:

"Interest at 5% per annum allowed hereon
from date reglistered until called.™

Coincident with the date of the warrant, there is stamped on its
reverse side:
"Presented and not pasid for want of funds
date. '
Geo. W. Wittenmyer
Treasurer, Kings County, Washington.”
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Tedersal Reserve Board - - 2 Mey 27, 1933

According to the Cheirmen of the Finance Committee of the
Board of Education, the School District has not power to issue and offer
for sale tex enticlpation warrants. However, this will be more fully in-
vestigated.

The warrants under discussion sre non-negotiable, have no
definite date of maturity, and, thereZore, we feel that in their present
form they are not a desirsble investment for the Federal Reserve Bank.

Before responding to President Bayley, we desire Counsel
(who is at present out of town) to investigate some legel points in regard
to the issuance of warrants by Washington School Districts. When reply
is msde to President Bayley, a copy will be forwarded to the Federal Re-
serve Board.

Yours very truly,

4

Deputy Governor.

org/

Federal Reserve Bank of St. Louis
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May 22, 1933

Mr. Chester Morrilil,
Secretary, Federal Reserve Board,
Washington, D. C.

Dear MNr, Morrill:

In your letter of May 17th, you

enclosed copy of a resolution and other material
submitted to the Board by Frenk S. Bayley, Presi-
dent of the Board of Directors of Seattle School
District No. 1, which we are returning for your
files as requesteds

Under date of May 15th we received
a similer letter from Mr. Bayley with enclosures,
and immediately took steps to determine the legal-
ity, eligibility and acceptability of warrants
which it was proposed would be offered to the
Federal Reserve Bank for purchase.

We shall communicate with the Board
as soon as the information recuested through our

Seattle office has been received, and final reply
is made to Mr. Bayley.

Yours very truly,

oo

Deputy Governor,
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SEATTLE SCHOOL DISTRICT NO. 1

STATUS OF GENERAL FUND

Uncollected Taxes: March 31, 1332 § 3,062,600
March 31, 1933 § 3,911,000

INCREASE LR BN 2K BF R BN 3% 2% BN 3% 2R N ] s 848’400

Co. Treas. Cash Balance: March 31, 1932 7645100
March 31, 1933 847,300

INCREASE .veeeveenesess 1,612,000

Warrants Outstanding: March 31, 1932 1,576,200
Mareh 31, 1833 3,357,300

INCREASE G 8 €0 & 898 eSS 1’781,100
Deduct: Increase in Cash Baslance ~ 1,612,000

INCREACE FOE YEAR ENDED MARCH 31, 1832 in CURRENT CVERDRAFT - 169,100

-

RECEIPTS AND LxPhNSES

Actual Receints - all sources 1932 3,272,800
# 1933 35,248,900

DECREASE ccoesssvsnncass 23,900

Actual Expenses 1932 4,242,200
1933 3,480,100

DECREASE .eee0eeceecees 762,100

Excess Expenditures over Kecelpts -- 1832 969,400
n n " " - 1933 231,200

# Discount tax date extended by action of legislature from Hdarch 15th
to May 15th.
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For Details See Schedule A

EXPENDITURES

Rrserven. Budret Iten=
A. ADMINISTRATIVE:
1. Secretary’s Office
2. Comptroller’s Office
3. Election and Census
4. Legal
5A. Rent
5B. Operation and Maintenance Whse and Shop
6A. Supplies
6B. Bldgs. and Grounds
7. Superintendent of Schools

i3 0y

2. Enforcement of Compulsory Education, Etc.

9. Retirement Fund

10. Other Expenses

TOTAL ADMINISTRATIVE

B. INSTRUCTION:
11. Salaries Supervisors and Directors
12. Other Expenses Supervisors and Directors
13. Salaries—Principals, Vice-Prin. and Clerks
14.
15.

Other Expenses
Salaries Teachers

(a) High

(b) Junior High

(¢) Grade

(d to 1) Specials

Books

Stationery and Supplies
Other Expenses

~16.
- 17.
18.

TOTAL INSTRUCTION

. OPERATION:
20. Wages
21. Fuel
22. Water
23. Light and Power
24, Janitors Bldg. Supplies
25. Stock Room
26. Other Expenses
TOTAL OPERATION
D. MAINTENANCE:
27. Buildings and Grounds
28. Equipment
29. Repair Shop
32. Other Expenses
TOTAL MAINTENANCE
E. AUXILIARY AGENCIES:
35. Health
37. Transportation -
38. Insurance
TOTAL AUXILIARY
F. MISCELLANEQUS:
40a. Edison Full Time School
40b. Part Time School
40c. Opportunity School
42a. Luther Burbank School
42b. Martha Washington School
43. Rent Sundries
44. Moving Portables
45, Other Expenses

TOTAL MISCELLANEOUS
Stock

S A R - BT T
G. PROPERTY IMPROVEMENTS: {};: 404 7 5
Interest on Warrants

Interest on Assessments
TOTAL EXPENDITURES
RECEIPTS
General Property Taxes
State Apportionment
County Apportionment
High School Apportionment
Smith Hughes
High School Bonus
Miscellaneous

TOTAL RECEIPTS

Cash on Hand (County Treasurer)
Warrants Outstanding (Our Books)

SEATTLE SCHOOL DISTRICT NO. 1

Statement C

Statement of Expenditures and Receipts, Month of Mazch 193..
GENERAL FUND
| CURRENT MONTH OF {PZC;\TI‘?;; f)gR CU9RRENT TOTAIEAEI‘I;(I)(I)‘DSAME BUDG};; UNEXPENDED
_March 193.3. ToilarchBLg 3 LAST YEAR BUDGET
= “';=:*‘—-—“=={ , 19 758 59
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|
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12 667 09 129 634 25 133 602 26| 121 2%2¢ 70 1755~
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335 be 1 016 20 1108 36 3’ ;20 20 2 ;0
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DISTRIBUTION OF THE SCHOOL DOLLAR

1933-1934 BUDGET

SEATTLE SCHOOL DISTRICT NO. 1
Seattle, Washington
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SEATTLL SCHOOL JISTRICT NO. 1

JISTRIBITION 'F EACH $1000.00C TAXES LEVIED

1933 ~ 1934 BUOGET
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Details of Instruction \
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3.70 Salaries of Superviscrs !
39, 'Y Salaries «f Principals, \
Vige-Principals & Clerks
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111.70 Supplies
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NOTES EXPLANATORY OF DISTRIBUTION OF 1933-34 BUDGET CHART
SEATTLE SCHOOL DISTRICT #1

Revenues for operation of the Seattle Public Schools are obtained
largely from three tax sources, namely: state apportionments, county
apportionments, and local tax levies on property in Seattle School
District #1. In addition, other revenues such as receipts from tuition
high school bonus, etc., are estimated at $102,695 for next year.

The expenditures of the District are for two distinct purposes,
namely: (1) fixed charges, such as bond interest and redemption, and
(2) current operating expenses.

Fixed charges such as are represented by bond interest and bond
redemption are inelastic, and during periods of lowered assessed valua-
tions and falling off in tax collections are a serious drain upon
revenues for current operating expenses.

A comparison of the budget charts for the current school year and
for 1933-34 shows the proportional amounts of the school budget for
fixed charges and for current operating expenses; also where retrench-
ments have been made and their extent.

Debt Service - $966,182.97, or 14.78% of total budget.
Increase - $4,421.41 over 1932-33.
Interest on Bonds - $556,284.25; Increase, $18,420.00
Bond Redemption $380,000.00; Decrease, $14,000.00

Insurance Fund $ 27,180.66; Increase $ 1.28
County Tax Refund - $§ 2,718.06; Increase .13

Bond interest and bond redemption are included under the head of
Debt Service on the chart and represent 14.32% of the total budget for
1933-34. From 1918 to 1929 the school population increased from
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“eattle Public Schools Budget Chart - 2

43,329 to 66,545. This rapid increase in number of pupils necessitated
the construction of additional housing facilities. During the period
crom 1920 to 1929 building operations in the nature of replacements

and new plants exceeded those for the total previous period of the
Szattle schools! existence. The total increase in enrollment from Sep-~
tember, 1917, to June, 1932, amounted to 27,530 or 63.54%. That build-
ings have not been constructed in excess of needs is evidenced by the
fact that many children are at present housed in portable structures.
Not being able to maintain a pay-as-you-go plan, bonds were voted by
the people to finance this building program, and these bonds are now
maturing and must be paid.

Bond Interest and Redemption Fund Reserve - $435,956.13, or 6.67% of

total budget.
Decrease - $10,240.87 under 1932-33.

Failure of tax collections led to the establishment last year of
a bond interest and redemption fund reserve in order that future bond
interest and redemption payments might be protected and the possibili-
ty of defaulting on bond interest payments and redemptions be avoided.
The amount of the bond interest and redemption to be paid next year
is $936,284.25. The reserve of $435,956.13 brings the total of debt
service for bond interest and redemption and reserves for the same to
$1,372,240.38, or 20.99% of the budget.

General Fund Reserves - $721,100.12, or 11.03% of total budget.
Incrgaqe - $701,231.93 over 1932-33,

As a further protection of the financial credit of the District,

the sum of $654,165.31 is being set up as a reserve for werrant retire-
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ceattle Public Schools Rudget Chart - 3

ment this year.. The need for setting up this fund in the budgct is
reflected in the fact that less than 75% of the taxes for 1932 were
collected. In addition there is set aside for cancellation of taxes
$66,934.81, making the total General Fund reserve for uncollected
taxes $721,100.12, which, as stated above, is an increase of $701,331.9’
over 1932-33.

Thus the fixed charges for debt service and the reserves for un-
collected taxes, as given above, anount to $2,123,239.22, or 32.48%
of the total budget. When to this is added $150,000, or 2.29% more of
the total budget, for interest on outstanding warrants, only 65.23% of
the budget i1s left for current operating expenses, including adminis-
tration, instruction, operation and maintenance of the school plant,
and other services shown on the chart. Current expenses represent
the elastic part of the budget and out of it the School Board has made
retrenchments which amount to $1,252,540.84 under the 1932-33 figure.
Through a comparison of the current items of expense shown on the
budget charts for 1932-33 and 1933-34 it may be seen where reductions
have been made.

Administration - $145,028.21, or 2.22% of total budget.
Decrease - $40,061.49 under 1932-33.

Reductions in General Control have been effected largely through
salary cuts, a reorganization of the business offices by consolidation
of departments, and the abolishment of one assistant superintendency.

Instruction - $3,329,794.13, or 50.95% of total budget.
Decrease - §1,038,089.81.under 1932-33.
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Seattle Public Schools Budget Chart - 4

This item includes ssalaries of teachers, principals and super-
visors, supplies, textbooks and book repairs, and miscellaneous ex-
pense.

(a) Supervision - $24,133.34, or three-eighths of one per cent.

of the total budget.
Decrease - $17,429.66 under 1932-33.

Personnel of the supervisory staff has in the past two years
been reduced approximately 48%. A recent nation-wide study, made by
the public schools of Des Moines, lowa, of the average number of
pupils per person on the supervisory staff shows that Seattle employs
fewer supervisors in proportion to the number of pupils enrolled than
any city of like size reported upon. This condition will be further
emphasized next year with the further reduction in the supervisory

staff contemplated in the 1933-34 budget.

(b) Teachers' Salaries - $2,924,076.44, or 44.74% of total budget.
Decrease - $904,590.20 under 1932-33.

The retrenchments in the department of Instruction have of
necessity been made, first, by decreasing the number of teachers and,
second, by reductions in teachers! salaries. Although the schools now
have the largest attendance in their history, the number of teachers
has been decreased by reassignment of duties as vacancies have occur-
red during the past two years. The result is that approximately 2000
more pupils are being served by 100 less teachers than in 1931-32.
Through successive cuts for the present and next year, the maximum
teachers'! salaries have been reduced approximately 33-1/3% under the
schedule for 1931-32. No teacher receiving less than $1600 was cut

below $1100. (See chart for 1933-34 salary schedule.) The combined
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Seattle Public Schools Budget Chart - 5

result of reductions in teaching personnel and salary adjustments is
the budgeting of about 23.63% less for teachers' salaries in 1933-34
than in 1932-33.
(¢) Textbooks and Book Repairs - $40,400.00, or about five-eighths
of one per cent. of total budget.
Decrease - $5,314.00 under 1932-3%
Textbook purchases will be virtually limited to replacements,
in order to make possible the decrease. This rule must be adhered to

even though attendance increases.

(d) Supplies - $76,450.00, or 1.17% of total budget.
Decrease - $15,236.00 under 1932-33.

Retrenchments in this item of expense are to be effected
through requiring children above the third grade to purchase a part of
their supplies, such as pencils and tablets, which have heretofore been
supplied by the schools.

(e) #iscellaneous Expense - $6,150.00, or about one-tenth of one

per cent. of total budget.
Decrease - $2,450.00 under 1932-33.

Operation of School Plant - $477,926.05, or 7.31% of total budget.
Decrease - $112,661.59 under 1932-33.

The decrease in the budget item for operation is made possible
for the most part through reductions in salaries of janitors and en-
gineers, proportionate with cuts given other District employees.

Rigid economies in use of light, fuel and water, in which the
Board has had the cordial cocperation of its entire staff and which
have constituted a substantial reduction this year, will be continued
next year. The consolidation of schools, which resulted in the aban-

donment of several entire buildings, also is reflected in decrcased
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Seattle Public Schools Budget Chart - 6

operating eosts.

Maintenance of School Plant - $130,720.00, or 2.00% of total budget.
Decrease - $19,325.00 under 1932-33.

Retrenchments here are made possible through wage reductions and
through keeping repairs to an irreducible minimum.
Auxiliary Agencies - $42,573.35, or about five-eighths of one per eent.

of total budget.
Decrease - $10,908.65 under 1932-33,

The reduction of $10,908.65 in the medical service is due almost
entirely to reductions in salaries of the school nurses and doctors.
Vocational Schools - $45,296.92, or about seven tenths of one ner cent.

of total budget.
Decrease - $12,164.12 under 1932-33,

A part of the expense of the vocational schools is cared for by
subsidies from the Federzl Government.
Parental Schools - $57,431.22, or about nine-tenths of one per cent. of

total budget.
Decrease - $17,930.18 under 1932-33,

The retrenchment in vocational and parental schools comes mainly

from salary and staff reductions.
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" Mr, Frank 8, Bayley, "”“"‘"m\
President, Board of Directors, =
Seattle Sghool Distriet No, 1, “'\I
Central Building, ‘
’\ Seattle, Washington.

Dear Mr, Bayley:

‘‘‘‘‘

Gonmﬁgﬂx’,ﬁm‘&f“ba- asked ms to acknowladge

- —

receipt of your letter of May 13 and the inolosures

I e A )

tranmmitted therewith regarding General Obligation
Warrants of your sehool district. B8inees the question
whether and to what extent under the law the Federal:
Reserve Bank of San Franciseo should purchase sueh
warrants is 2 matter primarily for the consideration
of its directors and officers, I am tranmmitting a
copy of your letter, together with the inclosures, to
the Govermor of the Federal Reserve Bank of San Fran-

oisco for attention. N
VYery truly yours, / %
(K;’_‘ . - 755 ' 7"":' f/ |

Secretary.

m-'. @VI/L/}
F

ILE COPRPY
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MAY 171088

Mr, John U, . Covernor,
Tedsral Reserve Bank ef Sen Franciseo,
San Frenciseo, Califerais,

Dear Governmor Calkins:

For your information and oonsideration you will find
inclosed & copy of a letter, datad Max 13,1833, from Mr,
Freank S, Baylsy, Fresident eof the Board of Direotors of Seattle
Sehool Distriet Wo. 1, Beattle Washington, together with e oopy
of the resolution trenmmitted therewith and the originals of
the other material inclosed with his letter. The reseipt of
Mr, Bayley's letter has been acknowledged and he has been ade
vised that the Question whether and to what extent under the
law the Fsderal reserve dank should purshase such warrants is
a matter for the oomsideration of tho Federal Reserve Bank of
San Frensiseo and that ﬁil\ matter has been brought to ite at~
sention, |

It will bde appresiated if you will respond direotly
to My, Bayley's commnieation and send tho Board for its ine
formation a gopy ef your reply. It will also de appreciated
if you will resurn tho inslosures ef which the originals are
tranmitted herewith,

Yory truly yours,

- FILE COPY

Inaloswwen.
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SEATTLE PUBLIC SCHOOLS

a,% OFFICE OF THE SUPERINTENDENT
?‘; < CENTRAL BUILDING
SEATTLE, WASHINGTON

May 13, 19383

Governor Eugene R. Black,
Federal Reserve Board,
Washington, D. C.

My dear Governor:

I am transmitting with supporting
statistics a resolution adopted by our Board
of Directors at its regular meeting on
Friday, May 12, requesting the Federal Reserve
Board to take action looking to the purchase
of certain outstanding General Obligation
Warrants of this school district. Federal
Reserve Banks have statutory authority to
make such a purchase, and we feel that the
warrants are a thoroughly sound investment.

Appreciating your good offices in
this matter, I am

Yours very truly,

ok Lbya

Frank S. Bayley,
President, Board of Directors,
Enclosures Seattle School Distriet No. 1.
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RESOLUTION

WHEREAS, King County, Washington, School District No. 1,
Seattle, comprises the corporate limits of the City of Seattle, with
some additional outlying territory, and constitutes the legally
organized municipal district responsible for the operation of the
public schools within said district, attended by approximately
62,000 children, and

WHEREAS, the cost of operating said schools is met by funds
received from direct taxation against all taxable property located
within said district, and in addition by apportionments received
from the State of Washington and the County of King, and

WHEREAS, under State laws, expenses of the district are met by
the issuance of general obligation interest-bearing warrants which,
under ordinary conditions, are paid out of available funds, or if
funds are not available with the County Treasurer, have heretofore
been taken at par by the local banking institutions, and

. WHEREAS, owing to local conditions and lack of prompt tax
collections, the district had outstanding as of March 31, 1933,
$3,357,300 General Obligation Warrants, with an offsetting credit of
$3,911,000 of uncollected taxes currently being collected, and in
addition had anticipated income due from State and County apportion-
ments for the ensuing yesr of $2,313,000, thereby clearly indicating
ample resources for the prompt payment of the aforesaid warrants,
and

WHEREAS, the Clearing House Association of the City of Seattle,
whose members have heretofore accepted Seattle School District
Warrants at par value, huave now advised the Seattle Board of

Fducation that because of the substantiasl amount of School District
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o

Warrants now carried by the Seattle banks (approximateiy $3,000,000)
they cannot under sound banking practice accept additional warrants
at this time, and

WHEREAS, such refusal by the banks to negotiate additional
warrants has caused much distress to the teaching staff, other
employees, and tradesmen doing business with this district, and has
greatly embarrassed the School District in its necessary functions
in providing education for its 62,000 children; now, therefore, be it

RESOLVED by the Board of Directors of Seattle School District
No. 1, that the Federal Reserve Board and through it the Federal
Reserve Bank of San Francisco and its local branch in Seattle, be
requested to investigate the financial condition of Seattle School
District No. 1, and upon such satisfactory investigation, that the
Federal Reserve Banks be requested to purchase for théir own
account, in accordance with Paragraph (b) of Section 14, of the
Federal Reserve Act as amended to March 4, 1931, a sufficient amount
of the outstanding legally issued General Obligation Warrants of this
School District so as to relieve the serious situation faced by this
School District; and be it further

RESOLVED, That a copy of this resolution, with proper supporting
financial data, be forwarded to the President of the United States;
to Mr. Eugene R. Black, Governor of the Federal Reserve Board at
Washington, D. C., and to Mr. J. U. Calkins, Governor of the Federal
Reserve Bank ef San Francisco, with the respectful request that
Governor Calkins consider the matter in his hands for action and

reply to the Board of Education of Seattle.

—Z kL

— - Frank S. Bayley, President,
Z 0. Nplocnty Board of Directors,
E. B. Holmes, Secretary Seattle School District No. 1.

May 12, 1933

Pigitized for FRASER
ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

SEATTLE PUBLIC SCHOOLS

OFFICE OF THE SUPERINTENDENT

«5° CENTRAL BUILDING
qﬁﬁxs‘ 'f 5 SEATTLE, WASHINGTON
?M,’;ow 7 May 12, 1933
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The President,
The White House.

Dear Mr. President:

Knowing your constructive achievements on behalf
of education as Governor of New York and encouraged by
your published expression of "faith in education as
the foundation of democratic government" and of the
need of our schools for "the appreciation and co-
operation of all," the Seattle Board of Education has
directed me to forward you a copy of the resolution
unanimously passed by the Board today.

While it appreciates that in the midst of so many
weighty problems of the day you cannot devote the time
necessary to a study of this resolution, nevertheless
the Board realizes your capacity for prompt and decisive
action, and it respectfully requests that you refer the
enclosed resolution, together with the whole question
of relief for public schools by the Federal Reserve
Board under the provisions of Paragraph (b) of Section 14,
of the Federal Reserve Act as amended to March 4, 1931,
to the proper authority with sultable expression of your
desire that a thorough study be made in the interests of
the education of the boys and girls of thls community
and of the Nation.

Yours respectfully,

Frank S. Bayley,
_ President, Board of Directors,
Enclosures Seattle School District No. 1.
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RESOLUTION

WHEREAS, King County, Washington, School District No. 1,
Seattle, comprises the corporate limits of the City of Seattle, with
some additional outlying territory, and constitutes the legally
organized municipal district responsible for the operation of the
public schools within said district, attended by approximately
62,000 children, and

WHEREAS, the cost of operating said schools is met by funds
received from direct taxation against all taxable property located
within said district, and in addition by apportionments received
from the State of Washington and the County of King, and

WHEREAS, under State laws, expenses of the district are met by
the issuance of general obligation interest-bearing warrants which,
under ordinary conditions, are paid out of available funds, or if
funds are not available with the County Treasurer, have heretofore
been taken at par by the local banking institutions, and

WHEREAS, owing to local conditions and lack of prompt tax
collections, the district had outstanding as of March 31, 1933,
$3,357,300 General Obligation Warrants, with an offsetting credit of
$3,911,000 of uncollected taxes currently being collected, and in
addition had anticipated income due from State and County apportion-
ments for the ensuing year of $2,313,000, thereby clearly indicating
ample resources for the prompt payment of the aforesaid warrants,
and

WHEREAS, the Clearing House Association of the City of Seattle,
whose members have heretofore accepted Seattle School District
Warrants at par value, have now advised the Seattle Board of
Education that because of the substantial amount of School District
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#e
Warrants now carried by the Seattle banks (approximateiy $3.000,000)
they camnot under sound banking practice accept additional warrants
at this time, and

WHEREAS, such refusal by the banks to negotiate additional
warrants has caused much distress to the teaching staff, other
employees, and tradesmen doing business with this district, and has
greatly embarrassed the School District in its necessary functions
in providing education for its 62,000 children; now, therefore, be it

RESOLVED by the Board of Directors of Seattle School District
No. 1, that the Federal Reserve Board and through it the Federal
Reserve Bank of San Francisco and its local branch in Seattle, be
requested to investigate the financial condition of Seattle School
District No. 1, and upon such satisfactory investigation, that the
Federal Reserve Banks be requested to purchase for their own
account, in accordance with Paragraph (b) of Section 14, of the
Federal Reserve Act as amended to March 4, 1931, a sufficient amount
of the outstanding legally issued General Obligation Warrants of this
School District so as to relieve the serious situation faced by this
School District; and be it further

RESOLVED, That a copy of this resolution, with proper supporting
financial data, be forwarded to the President of the United States,
to Mr. Bugene R. Black, Governor of the Federal Reserve Board at
Washington, D. C., and to Mr., J. U. Calkins, Governor of the Federal
Reserve Bank of San Francisco, with the respectful request that
Governor Calkins consider the matter in his hands for action and

reply to the Board of Education of Seattle.

Frank S, Bayley, Pi%si%Znt,

?iz-/df:)»aaﬂuvecv Board of Directors,
E. B. Holmes, Secretary Seattle School District No. 1.

May 12, 1933
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SEATTLE SCHOOL DISTRICT NO, 1

STATUS OF GENERAL FUND
I FROM MO Y STATEMENT AS OF MARCH 31, 1

Uneollected Taxes: March 31, 1932 $ 3,062,600
March 31, 1933 3,9 000

INCREASE LR 2K BN B S BN B BN BN 2R BN BN N J $848’400

Co. Treas. Cash Balance: March 31, 1932 764,700
March 31, 1933 847,300

INCREASE e O0POPOESP OO GOSN 1’612’000

Warrants Outstanding: Mareh 31, 1932 1,576,200
March 31, 1938 3,387,300

INCREASE cceseesveseseass 1,781,100
Deduct: Increase in Cash Balance - 1,612,000

INCREASE FOR YEAR ENDED MARCH 31, 1933 in CURRENT OVERDRAFT - 169,100

RECEIPTS AND EXPENSES
GENERAL FUND - NINE MONTHS ENDING MARCH 31, 1932-1933

Actual Receipts -~ all sources 1932 3,272,800
# 1933 3,248,900

DECREASE -9 0050080080 s 25’900

Actual Expenses 1932 4,242,200
1933 35,480,100

DECREASE <ccesecccsssss 762,100

Excess Expenditures over Reecelpts -- 1932 $969,400
" " " n -- 1933 231,200

# Discount tax date extended by action of legislature from March 15th
to May 15th.
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DISTRIBUTION OF THE SCHOOL DOLLAR

1933-1934 BUDGET

SEATTLE SCHOOL DISTRICT NO. 1
Seattle, Washington
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SEATTLE SCHOOL oISTRICT NO. 1

DISTRIBUTION F EACH $1000.00 TAXES LEVIED

1933 - 1934 BUUGET

$ .40 COUNTY TAX REFUND
$ 420 INSURANGE - [»ﬁ 3.70 SALARIES OF SUPERVISORS

MINISTRATION
CI
.
/S

$22.20 apn

$509.50 — INSTRUSTION

details of Instruction
\

Salaries of Superviscrs
o Salaries «f Principals,
Viece-Principals & Clerks

447,40 Salsries «f lewchers
Textbcoks & Book fepairs

A

J11.70 Supplies
! .90 Miscellanecus Expenses

PR

6,20 TEXT BOOKS
+90 MISCELLANEOUS

Pyyn N $6.50 AUXILIARY AGENCIES
¥ 6.90 vocoTionaL SCrOOLS

A}

N Y $8.80 INSTITUTIONAL CARE

C™ $1.50 MiSCELWANEOUS
>~ § $.70 PROPERTY IMPROVEMENTS
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NOTES EXPLANATORY OF DISTRIBUTION OF 1933-34 BUDGET CHART
SEATTLE SCHOOL DISTRICT #1

Revenues for operation of the Seattle Public Schools are obtained
largely from three tax sources, namely: state apportionments, county
apportionments, and local tax levies on property in Seattle School
District #1. 1In addition, other revenues such as receipts from tuition
high school bonus, etc., are estimated at $102,695 for next year.

The expenditures of the District are for two distinct purposes,
namely: (1) fixed charges, such as bond interest and redemption, and
(2) current operating expenses.

Fixed charges such as are represented by bond interest and bond
redemption are inelastic, and during periods of lowered assessed valua-
tions and falling off in tax collections are a serious drain upon
revenues for current operating expenses.

A comparison of the budget charts for the current school year and
for 1933-34 shows the proportional amounts of the school budget for
fixed charges and for current operating expenses; also where retrench-
ments have been made and their extent.

Debt Service - $966,182.97, or 14.78% of total budget.
Increase - $4,421.41 over 1932-33.
Interest on Bonds - $556,284.25; Increase, $18,420.00
Bond Redemption $380,000.00; Decrease, $14,000.00

Insurance Fund $ 27,180.66; Increase ¢ 1.28
County Tax Refund - § 2,718.06; Increase .13

[

}

Bond interest and bond redemption are included under the head of
Debt Service on the chart and represent 14.32% of the total budget for
1933-34. TFrom 1918 to 1929 the school population increased from
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Seattle Public Schools Budget Chart - 2

43,329 to 66,545, This rapid increase in number of pupils necessitatea
the construction of additional housing facilities. During the period
¢rom 1920 to 1929 building operations in the nature of replacements

and new plants exceeded those for the total previous period of the
Scattle schools! existence. The total increase in enrollment from Sep-
tember, 1917, to June, 1932, amounted to 27,530 or 63.54%. That build-
ings have not been constructed in excess of needs is evidenced by the
fact that many children are at present housed in portable structures.
Not being able to maintain a pay-as-you-go plan, bonds were voted by
the people to finance this building program, and these bonds are now
maturing and must be paid.

Bond Interest and Redemption Fund Reserve - $435,956.13, or 6.67% of

total budget.
Decrease - $10,240.87 under 1932-33.

Failure of tax collections led to the establishment last year of
a bond interest and redemption fund reserve in order that future bond
interest and redemption payments might be protected and the possibili-
ty of defaulting on bond interest payments and redemptions be avoided.
The amount of the bond interest and redemption to be paid next year
is $936,284.25. The reserve of $435,956.13 brings the total of debt
service for bond interest and redemption and reserves for the same to
$1,372,240.38, or 20.99% of the budget.

General Fund Reserves - $721,100.12, or 11.03% of total budget.
Increase - $701,331.93 over 1932-33,

As a further protection of the financial credit of the District,

the sum of $654,165.31 is heing set up as a recserve for warrant retire-
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Seattle Public Schools Budget Chart - 3

ment this year. The need for setting up this fund in the budget is
reflected in the fact that less than 75% of the taxes for 1932 were
collected. In addition there is set aside for cancellation of taxes
$66,934.81, making the total General Fund reserve for uncollected
taxes $721,100.12, which, as stated above, is an increase of $701,331.97
over 1932-33.

Thus the fixed charges for debt service and the reserves for un-
collected taxes, as given above, anmount to $2,123,239.22, or 32.48%
of the total budget. When to this is added $150,000, or 2.29% more of
the total budget, for interest on outstanding warrants, only 65.23% of
the budget is left for current cperating expenses, including adminis-
tration, instruction, operation and maintenance of the schocl plant,
and other services shown on the chart., Current expenses represent
the elastic part of the budget and out of it the School Board has made
retrenchments which amount to $1,252,540.84 under the 1932-33 figure.
Through a comparison of the current items of expense shown on the
budget charts for 1932-33 and 1933-34 it may be seen where reductions
have been made.

Administration - $145,028.21, or 2.22% of total budget.
Decrease - $40,061.49 under 1932-33.

Reductions in General Control have been effected largely through
salary cuts, a reorganization of the business offices by consolidation
of departments, and the abolishment of one assistant superintendency.

Instruction - $5,529,794.15, or 50.95% of total budget.
Decrease - $1,038,089.81.under 1932-33.
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Seattle Public Schools Budget Chart - 4

This item includes galaries of teachers, principals and super-
visors, supplies, textbooks and book repairs, and miscellaneous ex-
pense.

(a) Suvervision - $24,133.34, or three-eighths of one per cent.

of the total budget.
Decrease - $17,429.66 under 1932-33.

Personnel of the supervisory staff has in the past two years
been reduced approximately 48%. A recent nation-wide study, made by
the public schools of Des Moines, ‘owa, of the average number of
pupils per person on the supervisory staff shows that Seattle employs
fewer supervisors in proportion to the number of pupils enrolled than
any city of like size reported upon. This condition will be further
emphasized next year with the further reduction in the supervisory

staff contemplated in the 1933-34 budget.

(b) Teachers' Salaries - $2,924,076.44, or 44.74% of total budget.
Decrease - $904,590.20 under 1932-33.

The retrenchments in the department of Instruction have of
necessity been made, first, by decreasing the number of teachers and,
second, by reductions in teachers! salaries. Although the schools now
have the largest attendance in their history, the number of teachers
has been decreased by reagsignment of duties as vacancies have occur-
red during the past two years. The result is that approximately 2000
more pupils are being served by 100 less teachers than in 1931-32.
Through successive cuts for the present aznd next year, the maximum
teachers! salaries have been reduced approximately 33-1/3% under the
schedule for 1931-32. No teacher receiving less than $1600 was cut

below $1100. (See chart for 1933-34 salary schedule.) The combined
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Seattle Public Schools Budget Chart - 5

result of reductions in teaching personnel and salary adjustments is
the budgeting of about 23.63% less for teachers! salaries in 1933-34
than in 1932-33.

(c) Textbooks and Book Repairs - $40,400.00, or about five-eighths

of one per cent. of total budget
Decrease - $5,314.00 under 1932-3:%

Textbook purchases will be virtually limited to replacements,
in order to make possible the decrease. This rule must be adhered to
even though attendance increases.

(d) Supplies - $76,450.00, or 1.17% of total budget.
Decrease - $15,236.00 under 1932-33.

Retrenchments in this item of expense are to be effected

through requiring children above the third grade to purchase a part of

their supplies, such as pencils and tablets, which have heretofore been

supplied by the schools.

(e) Miscellaneous Expense - $6,150.00, or about one-tenth of one
per cent. of total budget.
Decrease - $2,450.00 under 1932-33.

Operation of School Plant - $477,926.05, or 7.31% of total budget.
Decrease - $112,661.59 under 1932-33,

The decrease in the budget item for operation is made possible
for the most part through reductions in salaries of janitors and en-
gineers, proportionate with cuts given other District employees.

Rigid economies in use of light, fuel and water, in which the
Board has had the cordial cooperation of its entire staff and which
have constituted a substantial reduction this year, will be continued
next year. The consolidation of schools, which resulted in the aban-

donment of several entire buildings, also is reflected in decrcased
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Seattle Public Schoo”™ Budget Chart - 6

operating costs.

Mzintenance of School Plant - $130,720.00, or 2.00% of total budget.

Decrease - $19,325.00 under 1932-33.
Retrenchments here are made possible through wage reductions and
through keeping repairs to an irreducible minimum.
Auxiliary Agencies - $42,573.35, or about five-eighths of one per cent.

of total budget.
Decrecase - $10,908.65 under 1232-33.

The reduction of $10,908.65 in the medical service is due almost

entirely to reductions in szlaries of the school nurses and doctors.

Vocational Schools - $45,296.92, or about seven tenths of one per cent.

of total budget.
Decrease - $12,164.12 under 1932-33.

A part of the expense of the vocational schools is cared for by

subsidies frem the ¥ederal Government.

Parental Schools - $57,431.22, or about nine-tenths of one per cent. of

total budget.
Decrease - $17,930.18 under 1932-33.

The retrenchment in vocational and parental schools comes mainly

from salary and staff reductions.
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JUN 30 (983

Mr. ¥W. C. Harding, Secretary,
Roseburg Chamber of Commerce,
Roseburg, Oregon.

Dear Sir:

Receipt is acknowledged of your letter of June 19, 1933
with further reference to the purchase of warrants by Federal re-
serve banks. You state that such warrants have no definite mature
ity and that their payment depends on tax receipts and you inquire
if $50,000 worth of such warrants are sold, one-half of which
"should be paid* within six months, wiiat would be the attitude of
the Federal Leserve Eoard with regard to the other half?

There is inclosed herewith a copy of the Federal LKeserve
Board's Regulation I, which sets forih the requirements as to the
eligibility of 3tate and municipal warrants for purchase by Federsl
reserve banks. You will note that the law requires that, in order to
be eligible for purchase by a Federal reserve bank, such warrants
must have a maturity from the date of purchase of not exceeding six
months, in addition to fulfilling certain other requirements. war-
rants which have no definite maturity canunot be said to have a

maturity of not exceeding six months and, therefore, are not el =~

igible for purchase by Federal reserve banks, even though it is
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re ¥* C. Barding --2

sxpected that they will de retired within six months out ef tax

N o B |

reseipts. You will understand, of coures, that the ellgibllity
and aceeptadility of warramts in particular caees is a queation ts

e determined by the Federsl reserve bank teo which such warrante are

offereds
Very truly yours,
Chester Morrill,
Seorstary.
Inclesure.
GHC/WW/ sad

COPRPY
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~ ROSEBURG .
CHAMBER o COMMERCE 735377

Offices Medical Arts Building
ROSEBURG, OREGON
A\

gume 10, 100G oy STy
‘"FI’}F;%; f‘w*,"amh GGUNSI:L

JuN B8 19%9

ur. Chester borrill Jp—
Seoretary, Federal Reserve Board wq3ux_,“4,w
Washington, D. C,

-

P

Dear Mr., Morrill:

Referring to your_ letter of June 9fth{to Senator Charles L.

helary, a copy of which he was pleased to send to me which

I received this morning, clears the air very decidedly with
regard to this warrant question,

The warrants to which I refer are both city and county with

no especial meturity dates, but their maturity, of course,

will depend upon the receipt of taxation money., The question
thet is in my mind in this comnection is this: suppose fifty
thousand dollars worth of these warrants are sold, one half of
which amount should be peid within the six months period. «hat
would be the attitude of the Reserve Board on the other twenty
five thousand that would remain unpeid until further taxes were

paid in.
Might 1 have your answer to this gquestiam,
Very truly yours
bar Q@

W, C, Harding
Secretary

WCi swbh
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,nonorablo C. L, MoNary,
United Stateas Senate, -~
Washington, D, C. - 3

Kﬂx Near Senator MeoNary:

T

-

. Reference is made to your letter of May 15 to Governor
Black and to the letter transmitted therewith dated May 8, addreassed
to you by Mr, W. C, Harding, Searetary of tho Roneburg chambor of

| Commerce, Ro-oburg, Oregon. Mr., Harding -tatod among othar thinga,"
lin hit lottar that "our poople are wondering why it is that our
bankers who have inadequate funds to take oare of our own small
counjry needs, and find it ut£;r1y impossible to take over these

warrants in any quantities, oannot go to the Fedsral Reserve Banks

and borrow at least seventy five cents on the dollar on them ¥,
The Federa) reserve banks are authorized by seetion 14 of the Fede
ersl Reserve Aot to purchase bills, notes, revenue bonds, and war-
rants with a maturity from date of purchase of not exceeding six
months, issued in anticipation of the solleetion of taxes or in
anticipation of the receipt of mssured revenues by any State, county,
district, political subdivision, or municipality in the continental

United States 15 acoordance with rules and regulations prescribed
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Honorable C, L, MoRary - (2)

by the Fsderal Reserve Board and thers i1s i{nclosed oopy of Regu-
lation "E" whigh covers such purchases,

In view of the etatement mads dy Mr, Harding inquiry
was made of the Federal Reserve Bank of San Frengisoo and a reply
has been received stating that its records do not show that the

| Federal Reserve Bank hae reoeived any offering of Douglas County
Tax Antiocipation Warrants and it does not kmow what partioculsr
municiralities were referred to by Mr, Harding in his letter,
In the circumstances it is suggested that you advise Mr, Harding
that the Federal Reserve Bank of San Franeisco will be glad to
consider the matter further upon request from any loecal bank whiech
wishes to sell to the Federal Reserve Bank warrents of the kind
that Mr, I-h.rding hes in mind,

Mr, Harding's letter is returnsd herewith,

Very truly yours,

(Signed) Che, o Lt

Seeretary,

Inclosures,

e
FILE COPY
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FEDERAL RESERVE BANK OF SAN FRANCISCO

June 1, 1933

Mr, Chester Morrill,
Secretery, Federal Reserve Bosard,
Washington, D, C.

Dear Mr. Morrill:

Re Douglas County Warrsnts.

Ve sre in receipt of your letter of May 20th, enclosing letter
from Senator MecNary accompanied by oné addressed to the Senutor, under
date of May 8th, by the Roseburg Chember of Commerce, Roseburg, Oregon,
in regard to municipal warrants.

Mr. W, C. Harding, Secretary of the Chamber, reviews the situa-
tion commonly confronting many politicel subdivisions which have found
themselves unable to meet current expenditures because of delinquencies
in tex payments on the one hand and curteiled outlet for their obligs-
tions on the other. The Secretary says:

"Jur people are wondering why it is that our bankers
who heve inadequate funds to teke care of our own
small country needs, and find it utterly impossible
to teke over these warrants in any quantities, carnot
go to the Federal Reserve Banks and borrow at least
seventy five cents on the dollar on them" 3 3 ¥

Nur records do not show that this bank has received any offering
of Douglas County Tax Anticipation Warrants.

One of the difficulties inverisbly confronting us when assistence
of this charscter is sought is that the political subdivision seeking the
c-edit ecennot issue the customery form of time obligation., It is quite
likely the case in this ingstence, although it has not been investigated
beceause we do not know to which municipality the Chamber has particular
reference.

So that you may know the situation, it should be explained that,
when Districts go on a "warrant basis," such as Secretery Harding described
in the first part of his letter, it ususlly means, in these parts, thet

demend drefts (checks or werrants, as you plesse) for disbursements

.org/
Federal Reserve Bank of St. Louis
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¥r. Chester Morrill - - 2 June 1, 1933

drzwn on the Tregsurer zre unpeid on preseptetion because of lsck of

funds. The Treesurcr in such instences notes on the ingtrument the date
of presentetion, following which the warrsnt carries until nsld a stipulated
rate of interest. :

In normal times, these orders sre paid on presentetion, as tax
receipts keep ahesd of disbursements. Dellnquencies, emergency laws post-
poning the time of payment of taxes end, in some ingtencec, the remigsion
of penalties, 21l have been contributory in reversing thils order, thus
removing some attractiveness from this form of investment.

Instead of issuing disbursement warrants which cannot be psid on
nresentetion and for which the date of settlement is left undetermined, it S
would be better if political subdivisions would borrow needed funds by :
issuing negotisble notes heving & definite maturity. This would seem the
prover solution, instezd of modifying, as suggested by the Chamber, the
Tedersl Reserve Act which alresdy provides an sdegueie basis for Reserve
Banks eiding in municipal finsnce.

It would seem to us that Stetes might consider teking messures
to relieve the small Districts from dependence upon small community banks.
In some mamer obligaiions might be creeted which could enter the larger
markets more freely and on more favorable terms., The form of instrument
now created lends itself almost exclusively to locel absorption because
there are uncerteinties which must be closely watched by investors. To
purchsse warrents of the kind herein described, for instence, one must
be in constent touch with the position of the Treasurer so ez to know
when peyments of werrsnts csn be effected. Cuite commonly, these werrants
are peyeble out of special funds, and are not genersl obligations of the
District as & whole. This, too, needs close supervision because if war-
rents, for example, were lssued sgainst 1933 tax levies exclusively, they
coule not be paid from levies of future years if collections of 1933 texes
were to fall short of recuirements,

There is no uestion about the need for bether mechinery to fi-
nance political subdivisions, particularly the smaller ones. It seems to
us, however, that there is room for improvement in State laws governing
mmicipal finence, from which angle the problem should be &pproached,

Yours very truly,

7 o

Denuty Governor.

org/
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Mr, John U, Calkins, Governor,
Pederal Reserve Bank of San PFraneisco,
San Franoisco, California,
Dear QGovernor Calkins:

You will find inclosed a copy of a letter, dated
May 15, from Senmator MoNary, together with a copy of the in-
olosure tranmmitted therewith, consisting of a letter, dated

May 8, 1933, from Mr, W, O, Harding, Secretary of the Rose~

burg chanbo»rﬂ o;' comgrgo, Roseburg, Oregon, regarding oity

AT e 0

and oounty werrants, The Board will be pleased to have any
information and comments that you think would be helpful to
it in making a reply to Senator MoNary,

Very truly yours,

Segretary.

Inclosures,

CM-w W
FILE COPY
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. CHARLES L, #e¢NARY, OREGON
HAIRMAN

Vlnifed Dlates Denate 2z

CONFERENCE OF THE MINORITY

May 15, 1933

Honorable Eugene R. Black,
Governor, lFegderal Reserve Board,
Washington, D, C.
My dear Governor:

Enclosed is a letter from the Secretary of
the Roseburg, Oregon, Chamber of Commerce, Mr. W, C.
Harding, containing a suggestion which I submit for
your consideration.

Witk your reply, I shall be very glad to have

the letter returned.

MeN/KB

enc.
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(Letterhead of)
ROSTEBURG CHAMBER of COMMERCE

Roseburg, Oregon
May 8, 1933

Semator C, L, MoNary
Washington, I, C,

My dear Senator:

An acute situation is developing all over the United States, and I will
confine myself to a conorete measure that stares us in the fage right

herc loeslly in Douglas sounty. It is this: for the first time in my
experienge both our oity and sounty are on a warrant basis. This condie
tion has been brought about by the failure of people to pay their taxes,

This is no news to you, of gourse, begcause it is a condition that is
prevalent throughout our land, Mo get right down to the fundamentals
on this thing quickly, permit us to suggest that our people are wonderw
ing why it is that our dbankers who have inadequate funds to take care
of our own small sountry needs, and find it utterly impossible to take
over these warrants in any quantities, cannot go to the Federal Reserve
Banks and borrow at least seventy five cents on the dollar on them, and
bring this money home to hel: the looal situation through the carisis,

Our bankers tell us that it is an absolute impossibility to make any
borrowing arrangement on these warrants in the Federal Reserve Danks
with the present set-up and the interpretation that the Federal Reserve
places on mattors of this kind, Assuming for the sake of argument that
the Federa) Reserve Banking System is techniesally correct in this inter-
pretation of the law that eontrols their astion, might not a modifieation
of this aot be brought about enabling them to besome more elastic in
their rediscount methods,

In this conneotion, please permit us to emphasize one other thing that
in a very short while will tend to make the entire situation throughout
the United States more agtte than ever., It is this: the late economy
move in Veterans' Administration affairs is throwing e heavy additional
burden upon all counties, as it is compelling the severzl counties to
comes to the finangial relief of the families of indigent soldiers, It
is estimated that our own Douglas county will be ocompelled to take up
during this next year an expense of $12,000 to pay for the keep of
people who should properly be the wards of the govermmsnt. Iultiply
this by the numbers of counties in the United States both large and
small, and we would begin to get some idea of where the present program
is leading us all,
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Senator MoNary - 2

I realize full well that the administration through the Veterans' Bureau
has & large problem on its hands, and that order will probably be brought
out of chaos within the next few months, but I do present these two thoughts
to your attention for your own personal considerztion as our valued United
States Senator,

Thanking you most singersly for the wire received last evening assuring
us of the opening of this home, and the many favors of the past, we dbeg

to remain,
Cordially yours
(signed) W, C. HARDING
We Co Hﬂrdm
Seoretary
WCH swbh
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¥r, J. U, Calkins, Governsr,

Vodaral Raserve Bank of San Franoiseo,
San Franoiseo, Califorania.

Desr Govermor Calkines

Recalpd is ackunowledzed of Mr, Clerk's letter

s

of Anril 31. 1933. with reference %0 a letter from Mr, Glemn
nrma Pﬂmipal of the Molalla Tnion High thool. in re~

gard to uhool warrants, In view of the hfomua’a cunt&tno‘

LT ——

in lr Ohrk!- letter, asd parsienlarly in view of the fast

Shat Mr, Kirkwood has been invited by the Fortland dranch of
your dank to sall and discuss the subjeed, it dess not appear
neseassry that the Board should make any further reply %o

Mr. Xirkwood's lester,

Very truly yours,

{Signec) Chestsr Morrill

Chestey Merrill,
Secretary,

H COPRPY
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CEPR(D 4
FEDERAL RESERVE BANK OF SAN FRANCISCO { |
April 21, 1933. mgﬁgﬁtxgém)
oFpicE OF A5 70t
APR 2 ‘z,‘%%%:-
. Sl By W,

.

iy

Y

Mr, Chester Morrill,
} Secretary, Federal Reserve Board, T
Washington, D. C.

Dear Mr. Morrill:

¥ith your letter of Ap%‘il 5, there was enclosed & copy of a
letter dated Mar 5, addressed to the Portland Branch of the Federal
Reserve Bank of San Francisco by Glenn Kirkwood, Principal of the Molalla
Union High School, in regard to School Warrants.

The statement that "if district warrants were teken to the
Federal Reserve Bank for rediscounting, they would not get fifty cents
on the dollar," asserted to have been made by an officer of the First
National Bank of Molalla, (the only bank in that town) was obviously
made off hand and was not the basis of any information obtained from the
Federal Reserve Bank, either through inquiry or experience.

. To our knowledge, we have had no occagsion to investigate the
eligiblility or value of the warrents in guestion.

Because of the meny intricacles involved in the purchase of
warrants, we avold, whenever possible, answering inquiries by corre- j
spondence. Inasmuch as Molallae is in close proximity to Portland, Mr. f
Kirkwood was invited by the Portland Bramnch to call and discuss the sub- ;
Ject presented in his letter of March 15. However, he has not done so.

The warrants under discussion appear to have been issued by
Union High School, No. 4, of Clackamas County. The amount outstending
at this time is approximately $25,000, of which the First National Bank
of Molalla holds $20,000. It should be agreed that this is guite a
substential investment for a bank having a capital and surplus of
$30,000, particulerly when the time of ligquidation of the warrants is
somewhat indefinite. Usually we find, upon investigation, that warrents
of thig character are non-negotiaeble and the time of payment indefinite.
The common practice 1s to draw the warrants on demand which, upon presen-
tation, are gtamped across their face, "Presented but not paid for want
of funds."

From the time of presentation until called for payment, the
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Mr. Chester Morrill,
Secretary, Federsl Reserve Board - 2 - 4~21-33.

warrants bear a stipulated rate of interest.

It has long been the practice of small municipalities, the
obligations of which have no more than local marketability, to depend
upon the community bank to absorb the warrants and carry them until
tax payments ereate a retirement fund.

With diminishing bank deposits and increased tax delinquen-
" cies, (District No. 4 was 27% delinquent in 1932) together with other
uncertainties, it is only natural that banks should be less inclined
now to invest in warrants of the character under discussion.

Should Mr. XKirkwood call upon us, we shall be glad to do
what we properly can to help relieve the Molalla situation.

Yours very truly,

/
A iens

Deputy Governor.
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Mr., J. U. Calkins, Sovernor,
Fedoral Beserve Bank of Sam Francisco,
San Franclisce, Celifornia,

Desar Governor Calkins:

Inclosed is & copy of a letter from Mr. Glenn Kirkwood
of Molalls, Oregon, dated March 15, 1933, sddressed to tho FPed-

oral Besurve Bank of 3am Francisco, regarding the rediecounting

e? certain schoel warrants. h

e T

.

'.!h- letter indicates that coplea were also semt to

" the Secretary of the Preasury and to the First Mational Bank of

Digitized for FRASER
http://fraser.stlouisfed.org/

Molalla, It would be asppreciated if you will advlise the Noard
what reply, if any, you have made to this letter in order that
the Board may determine whether any further reply ahould be mmde
by it,

VYery truly yours,

lm'\ g o« 4

(Signetl) Cicslld fouad “

Chester Morrill
Secretary

COPRPY
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BLATCHFORD
CLERK

MoLaLLa UnioN HiGH ScrooL & &%%m\
Eo ,A\i\_A % 7

CLACKAMAS COUNTY DISTRICT NO. 4

MOLALLA, OREGON

March 15, 1933 4

Pederal Reserve Bank of San Franocisco
Porter Building, Portland, Oregon

Dear 8irs:

Prompted by my own curiosity and the rzquests of several members

of my profession, I am asking for some information on the Federal
Reserve attitude toward school warrants as security for loans.

The looal bank has informed me that *4if district warrants were taken
to the Pederazl Reserve Bank for rediscounting, they would not get
fifty cents on the dollarg® Tnis statemenl in a manner throwing

the responsibility for non-cashing of warrants on the shoulders of
the Pederal Reserve Bank, forms the real basis for my query. -

Before the recent holiday, it has been the practice of the looal
bank to accept cne large warrant, made out directly o the bank by
the distrioct clerk, to cover the monthly schocl payroll, "It has
been generally understood that, in oase the local dank should be
in immediate need of funds, there warrants could be re-discounted
for cash with no trouble,

Yow, if this oould be arranged before the holiday, it is diflioult
to see the rensou for such a conplete reversal of procedure. If it
is true ns the bun¥k tells us, that the wanrrants ar:c worthless as
collateral at the Federal Reserve Bank, it naturally follows that
half the schoul distriots in the sountiry will have their credit
withdrawn and will be unable to secure caush to meet their payrolls.

Are we to understand that such is the result of the nationsl effort
to stabilize banking and the country's business® Please favor me
with a reply st your convenience.

Respegtfully,

GK3sBMD

Copies to:
Secretary of Tressury at Washington D. C.
Pirst Yational Bank: of Holalla

-~
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FEDERAL RESERVE BANK

OF SAN FRANCGISCO

JOHN PERRIN

CHAIRMAN OF THE BOARD

April 16, 1917,

Federal Reserve Board,

Washington, D. C.
Dear 3irs:-

For your files 1 enclose copy
of an opinion rendered by our Counsel
concerning the purchase of notes and
warrants from the City of Seattle.

Respectfully,
//’

) ' / / yd
/4Federa1 Reéé%égqggggéf

/

JP:FX
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TELEPHONE DOUGLAS 520

GAVIN McNAB LAW OFFICES
RICHARD P. HENSHALL °F
Sueer e GAVIN MCNAB
GEDRGE W. MORDECAI
OLIVER B, WYMAN MERCHANTS NATIONAL BANK BUlLDlNGn

NAT SCHMULOWITZ SAN FRrRANCISCO
A
L0PY
GO

4pril 13, 1917,

Fedoral Reserve Bank of San FPrancisoo,
28 Now Montgomery Street,
San Prancisco, Cal.

Attontion Mr, John Perrin, Cheirman of the Board.

Dear Sire:

Suab ject: Purchase of Notes and Warrants
from the City of Seattle.

I have defore me letters of 224 from the
Department ef Finance and the Iaw of the City of
Seattle in regard to this matter, and have again considereld
extensively the matters mentioned in my letter of Jammary
16th and the ether correspondence bdetween your bank and the
City of Seattle which hes been a2ubmitted to me.

I have not been able to my oonclusions as to
the legal matters set forth in .my kt oy of January 16th.
But perhape I may bruosh aside some of the 4iffionlties in the
way of the loan.

1. ¥4th regard to the notes:

The statute of the 3State of 7ashingten -~ Rem. & Bell.
Cods of i -%n,m‘ma.atm.ummtozam
rocont letter : haw Department of Seattls, I think dves
not change the ss.mti.an. As you are already advised, the
sharter provisions of the City of Seattle slready mske ample
proviston for the issusnce of non-negotiable notes. The
statute in guestion provides for a form of note whish I consider
non-nagotiahle.

- Commercial paper is m-no%otuhh within the meaning
of the law msrchant when payadle out of a particular fund.
And so are the bonds of munieipalities.

28 Cyo. 1611.

5 na@nilhn on mmm Gorporations,
§§ 2205, £269.
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Federal Reserve Bank =2 April 13, 1917.

The foxrm of note provided by the statute in guestion
ocalls for payment out of "any delinguent oy antioipated revennes
from all eonrces wher gollected.” I take it that even 4f there
were moneys in the treasury from other sources than revenuss
which were delinguent oy antiocipated, such moneys could not de re-
sorted to to pay the note. This 18 in effeet the same thing as
oonfining the resort to payment to a partioular fund. The note
is not g:{ub:h um:lmolz and at all evants out of any and all
noneys be a\% to the City, but only eut of revenues when
aollected, 1If e are nono colleoted, then the note is not

ble. Fgr these reasons, I still think the notes would not
negotiable in the sense of the law merchant.

But jJust here I wish to mention the difference detwean
negotiability and aesignability. Any note is assignadble and can
bes trensferred by indorsement, but unless it 1s negotiadble in
form it d0e8 not ocarry with it the gusranties and warranties in
favor of the holder which are provided by the law mershant,

If you ook these notenm from the City of Seattle yom ocould
d4iscount tham and they oould be transferred to and through as
meny hands as desired, But such tranefers would not earry with
them the warrantie® as to the genulneness, regulsrity of
sigunatures, and guaranty of t when &une whioh from a
negotiable instrument. The oldef advantage of having an instm-~
meat negotiadble is that in the hands of an innooent holdsr for
value, without notice, and before maturity, it is not subjeot

to setoffs, defenses and equities in faver of the maker or prior
indorsers, A seoond advantage is that its genmuinensse and pay-
nent are guaranteed by all prior indorsers,

In the instance before us, defore taking er paying the
note, your dank wonld undoubtedly satisfy ftself that the note
wae regularly issued and binding wu the Oity. Your dank would
be named a® the payse and would get it direct from the City and
not from any indorsers., Your bank would have no indorsers te
look to. If you scw f£1t to disoount 1t to soms other dank, the
fact that it was not msotubh would be %o advantage and
not to your Setriment, for they oonld not hold you liable for
irregularities which ug:t exint in 1is execution or issuance
or for nen-payment by the City. If, in order to dispose of it
to advantage, you wished to lend your support te it, Just as
if 4t were a negotiable inatrument, you could realdily & so dy

otamping your guaranty on the dack of 1it.

~ There ie nothing elther in the statute or in the ngua-
tions of the Federal Resorve Board which requires a note te be
negotiable in order for you to asquire it; and you would violate
no rule in taking such an instrument.
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Federal Reserve Bank ~3~ April 13, 1917.

I am afraid that my former letter on ¢this subject was
erroneously construed to mean that the notes would not be lepgal
and binding obligations upon the City. Such notes, if lega
issued, would be perfectly bdinding, and the =nle point whioh I
dsalt with in my formor letter in respect to them was their
2;§otisb111ty. kno that ordinarily you 4o not take paper

' ess it is negotiable.

The reasons which lead you to take only negotiable
gaper in ordinary cases seem to me to have little praotiscal
orge in a case of this kind,

2, "ith regard to the warrants:

These warrsnts were not conecidered acceptable because
they matured before the taxes fell dus, and 80 wers not cligible
under subdivision (b), section 1, Reguiatian E, Federal Reserve
Board, Series of 1916, and you were advised that 1 eould not
£ind where the City was authorized to issue warrants msturin%ax”
at a 4ay ocertain in the future, so as to frll 4ue after the 8
became dus. The corporation counsel of Seattle in his letter
mpkes no reply to this obJeotion. I have a%ain gone over the
charter provisions of Seattle in regerd to the issuanoce of
warrants, and still there seems t0 me to be no authority for
issuing warrants hav a future dnte of maturity, it apparently
being contemplated by the charter that the warrants should be
peid upon demand, which means that they mature as soon &8s issuecd.
They are not objectionadle merely because psyadble on demand ?
instead of at a future date, but solely becsuse they £all dus '
before the taxes become dwe, thus failing to comply with the
above mentioned regulation of the Federal Reserve Board., If
the City attorney 0f Seattle ocan f£ind any statutes or auvthorities
bearing upon this guestion, I am still open t0 & ¢ e of view,
but in the absence of any euch authorities, I still think these
warrants are ineligidle, unless the above mentioned provision of
Regulation £ is waeived by the Federal Reserve Board. But, if it
is desired to purchase these warrants, the above mentioned
provision of Regulation E should mot, I think, stand in the way.
The warrants are undoubtedly in the form which warrants usually
take, and mature as warrants of a City usually mature. A4s a
matter of fsot, it is very unusual for warrants to mature in any
other way than upon demsnd. And subdivision (b) of the Regulation
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Tederal Reserve Bank -4~ April 13, 1917.

speoifically provides that thie partiocular requirement may be
waived in speoific cases. Thie oclause was avidently deeigned
to relieve Just such situations as that whioh now eonfronts

ue, and it seems to me there shonld be no ufﬂ.oulty in obtain-

ing such a waiver.

Very truly yours,

GAVIN McRAB.
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No. 71, Date__april 23,1917,

FEDERAL RESERVE EOARD

For Mr. liiller.

At a meeting of the Federal Reserve Roard on

iprdl 23, 1917, , the following matter
(as Chairman, Committee on S.2.Bznk.
was referred to you(as memhsr, n "
(as

the follovlnv minute was entered:

", letter from Tederal Reserve Sgzent errin,
enclosing copy of an opinion of his counsel with
reference to the purchase of notes =znd warrants
of the city of Seattle was on motion referred to
the Committee on Operstion of the Pederal Reserve

Bunkk of Zan Trancisco."
Secretqr§///f’¢#—

Please return this memorandum with copy of
documents wesulting from action taken, if any,

Date

Documents

Siznature

w
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JOHN PERRIN

CHAIRMAN OF THE BOARD
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OF SAN FRANGCISCO

Pebruary 21, 1917. FEB 2 71977

GOVERNOR'S OFFICE
The Honorable V. P. G. Harding,
Governor, Federal Reserve Board,
Washington, D. C.
Iy dear Governor: {///
I have received your letter of * R

13th inst. regarding municipal warrants
and have given a copy of it to the opera-
ting department. We shall be guided by

its suggestions.

JP:FK

£

/
i\
)
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“ebruary 13, 1917,

Xire. John Perrin,
Chajrman of the Board,
Federal Feserve Rank,
3an ?rancisco, Callf.

Deayr Xr, Perrini-

The Board has siven due consideration te-your letter of January 17th
with which you sent a copy of ¥'r. Gavin icNab's letter of january 16th In
reference to warrants issued by the City of Seattle. I quote bdelow
Counsel's opinion, in which the Board concurs:

"7he Board has hersetofore oconaistently adhered to 1ts pollcy of not
undertaking to passs upon the legallty of 1lssue of any muniocipal securities.
There are so many technical gquestions involved that it would de lipossidle
for this office to give an opinion of value as to the legality of any issue.
To do 80 would require a cureful analysis of the laws of the State in each
case and an examination of the records of the city or tom 1ssuing such se-
curities in order to determine whether the laws had dsen strictly and
technically complled with. You will recall that for this reason the Board
requires the opinion of recommiszed counsel or of counsel for the city or
town issuing the securities as a condition precedent to their purchase by a
Federal Heserwe Bank, I agree with counsel for the bank that, assuming
that these warrants have been lezally lssued, it would be necessary for the
Board to walve that nrovision of the re-ulation which requires taxes to be
payable before the maturity of the warrant in order for the Federal Reserve
Bank of 3an “rencisco to purchase any of these warrants."

The Board is further of the opinion that a rederal Reserve Bank should
not buy & non-negotisble warrant, and it would suggest further that in con-
sidering the purchase of warrants issued by & mmicipality it would be well
to ascertain what the sinking fund requiremsnts are with reference to bonied
obligations of the mumnicipality and whether or not these requirenents sre
being complied with, The Pederal Reserve Bank of Cleveland several months
age purchased some warrants of the Clty of Tolede, which were in proper forn
and for the liguidation of which there wiS an asssured revenue accruing within
six ronths, but it seems that certain sinkinz fund provisions had not been
complied with and bond holders took steps to restraln the City treaswrer
from payin: out tax raeceipts for owrrent oblizations, the result being that
the Cleveland Bank did not receive reimbursemsnt until after a new bond issue

Digitized for FRASER
ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




Reproduced ffém“ihé :kclaésiﬁed / Declassified Holdings 0

Y

e n0ARY T

B

had been voted upon by the people of Toledo in the November election,

Very truly yourse,

GOVernor.
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File Op-101-169

February 10, 1917,
¥y dear Mr. Hmmiin:

From the atteched file it appears tiat ¥r, Perrin
transmitted “for your files”® copy of the opimion of Counsel
to the Bank with reference to the eligibiiity of texporary ob-~
ligations of Seattle. You have asced for an opinion of this
office on tuas question coneldsred.

It appears from tie opinion of Couneel, (1) that
timare is serious doubt of the powsr of the City of Seatiie
to discount its negotiable motes, (2) that the warrants do
not comply with the present regulations of the Board in that
the taxes are not payable before their maturisy.

The Board hus heretofore consistently adhered to ite
policy of mot undert:king to pass upon the legality of issue
of any municipal securities. There are so many technical ques-
tions Involved that it would be impossiblie for this office to
give an opinion of vaiue as to tue legality of any isaue. To
do so wouli require s carsful analysis of the laws of the State
in each case and an examination of tne recoris of tie city or
tom issuing such securities in order to determine whether i.»
laws had been strictly and tecinioally complied with. You
will recall that for this reason the Board regquires the opinion
of racognized counsel or of counsel for the city or town is:u-
ing the securities as a condition preccdent to their parchase
by & Federal reserve bank. I agree witi cotneel for the bank
that, assuming that thess warrants have basn legally lssued,
it would be necessary for ths Board to waive that provision of
its regulation which requires taxes to be payadble before tne
maturity of the warrant in order for the Pederal Leserve Bank
of San Franclsce to parchase any of these warrants.

Hespectfuliy,
Fon. Charles 5. Hamiin,

Folderal Heserwve Board.
¥CI.0, Counsel.

Dictated bY-

Approved DY w1

ttp://fraser.stlouisfed.org/
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February 10, 1917. " L

Ny dear Judge:

Mr. Perrin bhas formmrded o the Board the attached
opinion of Mr. McNab, relating to the ollg;bility of certain
warrants of the City of Seattle., and Mr. Hamlin has forwarded
the fils to you with a request for an opinion.

. It seems to me that the Board in & case of this sort
should accespt the opinion of the Federal reserve bank counsel
inasmuach as it involves a consideration of certain loocal stat-
utes which are not available for the use of this office. As
far as I can see, the opinion of Mr. McNad ssems sound, and

in view of the fact that Mr. Perrin has forwarded it merely
“for the files" of the Board, it does not sees that any further

action by the Board is necessary. It seems to me that ths prop-

er thing world be for ths Board either to file the opinion
without further action; or if it desires to take any action,
merely to state to the Federal Reserve Bank of Baon Francisco
that in cases of this sort it should de guided dy the opinion
of its counsel. That is obviously what that dank thinks anyway.

S4incerely,

CH

Digitized for FRASER
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Jenuery 23, 1917.

Mr. John Perrin, )
Federal Reserve Jgent, P 2
San Frencisco, Calif. 7

Dear Sir:

o

This is to aoknqylégge receipt of your letter
P

of January 17th,/6£;1001ng copy of an opinion of your

Counsel concerning the eligibillity of'temporary obe
ligations of Ceattle.

Very truly yours,

Secretary.
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FEDERAL RESERVE BOARD

WASHINGTON

January 24, 1917.

Dear Judge Elliott:-

Will you kindly look over the
within papers as to the eligibility of
the temporary obligations of Seattle and
glve me an opinion thereon.

J
Sincerely yours,

MWA

Judge Kilton C. Elliott,
Counasel, Federal Reserve Board.

Pigitized for FRASER
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Ne. 1039,
Januu 23, 1917.
e Ze s
FECERAL RESERVE EGARD
MEHORANDUM i{ S o
- Caes
For Mr. Hamlin. Jrm23d.0p

Under the regulations of the Board the

following malter is referred to you as
Chairman, Committee on
Member, n "

Opinion of Counsel, FTederal Reserve Bank,
of San Trancisco, concerning the eligibility
of temporary obligutions of Eeattle.

2

Secretary.

are charged to “you. If
of your office, kindly noti-
fice that the charge nay be

they are sent o
iy Secretary‘’s
cancelled.

L Y g

Please/re menorandwa to the Secre-
tary with ments resulting from ac-
tion ta that it may be placed on the

REMARKS .

Date.

412,

igitized for FRASER
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FEDERAL RESERVE BANK . Y
A
orF SAN FRANCISCO {p‘\ i

JOHN PERRIN /} el
CHAIRMAN OF THE BOARD ‘/u

January 17, 1917.

Federal Reserve Board,

washington, D. C.

Sirs:
For your files,I hand you herewith
copy of an opinion of our Counsel concern-

ing the eligibility of temporary obligstions

of Seattle.

Respectfully,

Chairmean

*

Digitized for FRASER
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TELEPHONE DouGLAS 320

. LAW OFFICES
GAVIN MCNAB oF

RICHARD P, HENSHALL

LUTHER ELKINS GAVIN MCNAB

A. H. JARMAN
GEORGE W. MORDECAI
OLIVER B. WYMAN

NAY SCHMULOWITZ MERCHANTS NATIONAL BANK BUILDING

SAN FRANCISCO

January 16, 1917.

Federal Reserve Bank of San Francisco,
25 New lontgomery Street,
San Francisco, Cal.

Attention lMr. John Perrin, Chairmen of the Bosrd.

Gentlemen:

’ Your letter of January l2th asking for our opinion
as to whether warrants issued by the City of Seattle under
the present law, as outlined by certein documents which you
enclosed, are eligible for purchase by your bank under the
Tederal Reserve Act, has been duly received.

I have examined the Charter of Seattle and the other
documents submitted and beg to report s follows:

1. Article 4, "ec. 25 (page &6) provides:

"OUIIPORARY LOANIS: The city council,
after the taxes have been levied in any
year, shall have power to mske temporary
loans in enticipation of the collection
of ‘uch taxes, such loans to be applied
to the purposes for which such taxes have
been levied and to no other purpose, and
such taxes shall be inviolsably applied to
pay such loans.”

Under this Section the City of Seattle has the power
to borrow money.

But the Charter does not seem to have provided for
the execution or issuance of a note upon such loan, or
prescribed who shall sign it. ‘here a municipal ¢orporation
has been given the power to borrow money, it is conceded
that it has the implied power to issue an evidence of
Indebtedness; but this does not mean that it has the right
to execute a negotiasble promissory note, although it may
issue a non-negotiable note. In the absence of power to issue

Pigitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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a negotiasble note, specially conferred by charter or statute,
1t 18 a disputed point whether it had the right to execute

such en instrument. In some States it has been held that the
power to borrow money implies the power to issue a negotiable
note, and in many States it is held that it is not implied.

Wie have found no decisions of the Supreme Court of Washington
upholding any such implied power, and, in the absence of such
declisions, could not even hszerd a guess as to what the holding
of this Court would be.

5 Moquillan on Municipal Corporations, § 2161.
1 Dillon on Corporatiomns, 5th ed., § 291;
vol. 2, § 873.

Unless your bank is willing to accept non-negotiable
notes or warrants, we should say that the charfer ought to be
amended so as to specifically oconfer the power to issue negoti-
able notes and presoribe the formalities for executing them.

2, Under Article 9 of the Charter, the City of Seattle
issues warrants for the payment of its current debts and
expenses, which warrants, by the language of such Article,
when duly issued, audited end aspproved, seem to be legal and
binding obligations of the City, which 1t is the duty of the
Treasurer to pay upon demand, that is, immediately after they
are reglistered and delivered. In other words, they mature
immediately.

As the taxes are not due, within the meaning of
Regulation E, Series of 1916, Federal Reserve Board, until
May 31st, they will not mature until after the warrants mature.
According to Regulation E, section 1, subdivision b, the taxes
must be due before the warrants are due, unless the provisiouns
of subdivision b are waived by the Federal Reserve Board.

It has been supgested in the correspondence submitted
to us that the warrants could be made payable at a day certain
(less than six months), and that the due day be accelcrated
by issuing a call under Article 9 of the Charter, which call
could be made so as to comnly with the Charter provisions.

We can no{ approve of this scheme.

Digitized for FRASER
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There seem to be several objeotions to such warrants:

First., If the warrants mature immediately, as seems
to be the oase, then they are not eligible, unless subdivision
b, section 1, of Regulation E, be waived, for the reason that
the taxes are not due before the warrants are due.

Second. The Charter does not seem to give authority
to fix the date of maturity of the warrants at a day certain
in the future.

3. 0Of course, warrants or notes which are to be
purchased by your benk must comply with the provisions of
Regulation Z, Series of 1916, This regulstion requires,
among other things, that the City must have been in existence
for ten years; that taxes must £211 due before the maturity
of such warrants or notes; that the City must not have
defaulted in the payment of the principal and interest of any
bonded debt within ten years; that its bonded indebtedness
must not exceed ten per cent of its taxsble property; that
your bank can not hold more than twenty-five per cent of the
total amount of the outstanding warrants, etec., etc.

e nave not been furnished with the date necessary
to say whether the City of Seattle can comply with the pro-
¥ision of Regulation E, nor dov we understand thet we have been
asked for such an opinion. Of course, these matters should be
investigated.

To summarize:

(1) Your bank can make a loan provided it is willing
to take non-negotiable notes. It ocan buy up the warrants,
provided the Federal Reserve Board will waive the provisions
of subdivision b, section 1, Regulation E, Series of 1916.

(2) Unless your bank is willing to take non-negotiable
notes, then, in order to render a loan under Article 4, section
26, of the 3eattle Charter, entirely acceptable, the charter
should specially confer the power to issue negotiable notes or
other suitable evidences of indebtedness and prescribe the
formaelities for executing them.

ederal Reserve Bank of St. Louis
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" (Z) Unless the waiver of the provisions of sudbdivision b,
seotion 1,:Bo§mtion E, of the FPederal Reserve Board, can
be obtained, then, in order o render warrante whioh are issued
before lay 31 acoeptable (except as eollateral), the Charter
ought to oonfer the pewer te issue warrants having a definite
date of maturity resch beyond the date after which taxes
oan not remain unpaid without a penalty.

Yours very truly,
GAVIN MoNAB.

ederal Reserve Bank of St. Louis
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¥y Aear ¥r. Perrin:

The Federal Reserve Board harcby approves the
purchase by the Federal Feserve Bank oi/ﬁaa Francisco of
$190,000 of warrants of the State of Nississippti, paya-
ble January 10, 1917, an amount which is in excess of
twenty-five per centnm of the total amount of eligible
sarrants outstanding at the time ths purchase was made.

Yery truly yours,

Governor.

¥r. John Perrin,
Chairman, Boardi of Directors,

Federal Esserve Bank,
San Prancisco, Calilf.
. GLE-C,
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COTBAL RESERVE BOARD FILE

FEDERAL RESERVE BANK 7

. (;?i/v - “7
oF SAN FRANGCISCO 3 33,3+ U fi/
ADDRESS ALL COMMUNICATIONS TO

FIDERAL.RESERVI BANK Augustb 31, 1916

Federal Reserve Board,
Washington, D. C. ,
Sire:

We beg to acknowledge receipt of your telegram of

even ¢ date : as follows:

"Board approves your purchase
Fifteen thousand Tax Anticipa-
tioh Certificates, Uintah School
District, as recommended in
telegram."

Thanking you, we are,

Respectfully, |
’ Y
< Lo
Acting Deputy Go;;::;;j;>:~t:>
JUC/M i ' e j/\ T:I\:/\'EJF

' '15 Ery
VI'?‘;\ i.ulu;,\ (‘\

L Lo\
4% ’ .,
f : :‘“'*‘nuu\‘;a\‘,\\,/
! “ ,k, . ‘;:';
19”§u’ N

Wt

Y
Terezyes

\
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TELEGRAM %{7 (
3 F-EDERAL RESERVE BOARD

WASHINGTON

federsl Esserve Bank,
San Fransiseo, Cslif.

Boanmd approves your purokase fiftesn thousand tax sutioeipation osrtifioates
Uintah Sehool Distriot as resomscded your telsgrem.

Assistant Searviary.

OFFICIAL BUSINESS

NT RATES
igitized f& FEDERAL RESERVE BOARD

ttp://fraser.stlo UI eg org/
ederal Reserve Bank of St. Louis
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’ H IVED AT CLARENCE H. MACKAY, PReESICENT
. EVANS BUILDING
8 NEW YORK AVENUE l E G R
SHINGTON, D. C.
TELEPHONE: MAIN 6600
The Postal Telegrapn-Cabie Company(Incorperated ) transmits and delivers this message subject to the terms and conditions printed an the back of this blant

16W—27834 .
DESIGN PATENT Mo, 40529 ¢

Z 345 +Y 43 COL-ECT 432 Pd .GV
WK SANFRANCISCU CAw AUC 30-16
FED ERA- RISERVZ ¢ % BCAND

AShN

PER : SSICN RIQUESTID TC PURCHASI FIFTEEN THOUCALD TAX

I

ANTICIPATION CLRTIFiCATES U..WTAk.SCnGOL D CTRICT. AND CUUI.LTY
UTAh . FLOATING DEBT TnlRTY SEVER THGUSAND DuLL ARS TOTAL DEGT

SIXTY THREE T.OUSAND ASCESCED. VALUATION. FiVE MELLION
POPUL ATION OVER TEN THOUSAKND
EigitizedforFRASER CAKIRS 20TiLe nEPUTY GuVERNCR.

ttp://fraser.stlouisfed.org/
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/ FEDERAL RESERVE B

OF SAN FRANCISCO

.v"’"

A‘DDR S ALL COMMUNI‘CAT!ONS TO
DERAL RESERVE BANK August 30, 1916

PILE

SEP6 1916
Federal Reserve Board, feoaral tissarve Hosd

Washington, D. C.,
| Dear Sirs:

We wired you to-day as follows, which we beg to

confirm:
"Permission requested to purchase
$15,000 tax anticipation cartifi-
cates Uintah School District and
County, Utah. Floating dasbt
$37,000; total debt $63,000.
Asssssed valuation, $5,000,000.
Population over 10,000."

The Uintah School District includes all of Uintah
County, Utah, and we are informed that its population is
11,616, with an asssssed valuation in 1916 of $5,384,62L4.
The net bonded debt is $26,700; sinking fund, $4U1.Y3;
floating debt, including this issue, $37,428.28.

These certificates are issued in denominations of
$5,000, a total of $25,000, of which the $15,000 which we wish
to buy are due February 1, 1917, and $10,000 June 30, 1917.
They are certified as eligible for purchase by this bank,
offered to net us 4%,

Yours respectfully,

. ar‘i‘;
| PTG
éf? S 2
[~
;i" -““9;.
Acting Deputy Governor

Juc/M

Pigitized for FRASER
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FEDERAL RESERVE B

Wg S OF SAN FRANCISCO
v

ADDR 5 ALL COMMUNl‘CATIONS TO
/(::L RESERVE BANK August 30, 1916

FPILE
SEP6 1916
Federal Reserve Board, feoeral tickerye board

Washington, D, C.,
Dear Sirs:

We wired you to-day as follows, which we beg to

confirm:
"Pormission requested to purchase
$15,000 tax anticipation certifi-
cates Uintah School District and
County, Utah. Floating dsbt
$37,000; total debt $63,000,
Assessed valuation, $5,000,000.
Populatioan over 10,000,"

The Uintah School District includes all of Uintah
County, Utah, and we are informed that its population is
11,616, with an asssssed valuation in 1916 of $5,384,62Y4.
The net bonded debt is $26,700; sinking fund, $4l1.43;
floating debt, including this issue, $37,428.28.

These certificates are issued in denominations of
$5,000, a total of $25,000, of which the $15,000 which we wish
to buy are due February 1, 1917, and $10,000 June 30, 1917.
They are certified as eligible for purchase by this bank,
offered to net us 4%.

Yours respectfully,

JUC/ M

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Mr.

’ N FrRANCISCO

st 30, 1916

PILE
SEP6 1916
Feoanl Hicsarye board

as follows, which we beg to

Please return 1o erp B D]

tg office. _-1iested to purchase

$15,000 tax anticipation certifi-
cates Uintah School District and
County, Utah. Floating dsbt
$37,000; total debt $63%,000.
Assessed valuation, $5,000,000.
Population over 10,000."

gecretary

The Uintah School District includes all of Uintah
County, Utah, and we are informed that its population is
11,616, with an asssssed valuation in 1916 of $5,384,624.
The net bonded debt is $26,700; seinking fund, $441.43;
floating debt, including this issue, $37,428.28.

These certificates are issued in denominations of
$5,000, a total of $25,000, of which the $15,000 which we wish
to buy are due February 1, 1917, and $10,000 June 30, 1917.
They are certified as eligible for purchase by this bank,
offered to net us 4.

Yours respectfully,

Ac

JUC/M
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

OF SAN FRANCISCO

ADDRESS ALL COMMUNICATIONS TO

FEDERAL RESERVE BANK August 21, 1916

Federal Reserve Board,
Washington, D. C.,
Sirs:

We beg to acknowledge receipt of yours of August 15th,

enclosing confirmation of your telegram approving our apprlication
for permission to purchase $40,000 Jordan Schocl District, Salt
Lake County, Utah, Certificates of Indebtedness. These Certif-
icates are due March 1, 1917, and will be delivsred to us Septem~
ber 1st, or later, at a price to net us M%;

Tours respectfully,

-

¥

Z3%
Actipg Deputy Governor

JUC/ M

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives

FEDERAL RESERVE BAN

OF SAN FRANCISCO

A.KAiNS, GOVERNOR August 15, 1916

Federal Reserve Board,
Washington, D.C.,
Sirs:
We beg to confirm our wire to you of August llth, reading,
"Permission requested to purchzse $40,000
of total outstanding of $88,000 Jordan
School District, Salt Lake County, Utah,
Certificates of Indebtedness otherwise
eligible.™
- and to acknowledge receipt of and thank you for your wire of even date,

as follows:

"Your request August llith purchase $40,000

Jordan School Distriet Certificates approved
by Board to-day."

Yours faithfully, )
i fvid >
 “Governor

Digitized for FRASER
http://fraser.stlouisfed.org/
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TELEGRAM i AL BUDUAVE BDARD FILE

FEDERAL RESERVE BOARD

WASHINGTON Z é ‘__,,;2‘%*

August 15, 1916,

2w

Governor, PFederal Reserve Bank, San Francisco, Cal. | o -

Your request Auguat fourteemth purchase forty thouwsand
dollars Jordan School Distric$ eertificates approved by Board today.

Governor .

FILE
AUG 151916

OFFICIAL BUSINESS

Digitized fo‘f‘?\gﬁaf;éﬁgﬂ; R::::Ls . .
http://fraser.stIoUls?edE.org? ESERAVE BOARD

Federal Reserve Bank of St. Louis
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Homorable A, Kaine,
Governor, Federsl Reserve Bank,

San Frapoieco, Californis,
Dear Governmor Xaina:

Ernolosed is ooufimmation nf telegram sent to you
to=day, stating tha spprovel of the Board given upen your re-
quest to purohase §40,000 Jordan School District, 3alt Lﬁkc
County, Utah, ocertificates of indebtedness. 'his apmroval
was given subjoot to the Federal Feserve iet and the reguls~
tions of the Board, snd upon the statoment of the mtter
contalned im your telegram of August l4th.

It ie of asslstanoce to the Bosrd to have the msturity

snd rate of earnings glven when you oan convéniently do this,

Yery truly yours,

Governor,

Enelosure
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http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reprodugced from the Unclassified / Declassified Holdings of the National Archives

»
- -
2

e v

grzasmg ermtmmt

: E’ L TELEGRAM S
339U Be = | =

‘mk Sanfreneisco Calif Lugl& 1052:4
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OF SAN FRANCISCO

JOHN PERRIN

CHAIRMAN OF THE BoARD

February 28th 1916

Federal Reserve Board

Washington D. C.

Sirs:

This will acknowledge receipt of your
telegram of February 26th grenting permission to ex-
tend our investments under regulation F to sabout
three million dollars ($5,000,000): also permitting
the extension of the limit of investment in New
York City warrants by four hundred thousand dollars

($400,000).

Respectful

Digitized for FRASER -
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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M“ \ W V S e T Lonity i
TELEGRAM

FEDERAL RESERVE BOM

WAS HINGTON e T T T SRR R s

Pedreary 26, 1918, ° . s

C. ¥, Jhepherd

Federal Heeerwe Dauk,

dum Yrancison, Cal.

lour telegram february Mt: fAfth, Board jress 0 1imit of invostment nweed
by you under muoarum three nillion éallars. .lso aonsents to
exturd limit in Hew York Clsy warrans by four hMandred thowes:od dollars as re-

quented. e

LR
N

vILLis,

OFFIGIAL BUSINESS
GOVERNMENT RATES

Digitized for F%il&ggﬁ FEDERAL RESERVE BOARD
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_Txeasury Beparinment

TELEGRAM
31WU H 111 collect govi
Mk gSanfrencisco Calif Peb 25 1916
Tederal peserve Board

Washn . &
: é\\< /5

|

[ Your lediiar lMay f{ifteenth nlnetasn fifteeg/é&ote the boar k2

I 1o permit the fadmxax TFederal Reserve Bank of Sanfrancisco to §%§h29
SN g

its investrents for the present 4o an amount equal to A ¢
twenty percent of members deposits or roughly threg million dollars
| instead of one and half million dollars end‘quotg/glease
i confirm as applying to present time at twenty pefcent of
| present " deposits in investments under regulation F stop. Also
) please grant permission to exceed 1limit of NewYorkCity warrants by.
| four hundred thousand dollars as we have opportunity to purchase
} three hundred thousand dollars additional today under present conditions éF;ngly
' recommend extension requested.
Shepperd Asst to Chairman

RECELVED | 310p

FEB 26 1916 3067

‘ F : [ .e» ‘l *!
b@MaﬁmFWSER JE’Q”
ihttp://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis
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#tr. A. Fains,
Oeverasr, Yederul Reserve Pamk,
- Son Yraseises, California,
Gentlratng

Replyleg ts your letter of the 48h imsiant, iy wbish you

state that threugh inadvertance on your pu!-t: you have purshaced

aud hold warrsats in excies of the liwit of fiva per cent of yewr
depenits, fixed by Regulstien ¥, to the smewmd of $38,362.49, and

in whieh you reguset the sppreval by the Reard of the purchase of
$403,098.22 of City of Mew York warranis, I beg to advive you thes
the matter has deer presented %o the Bonrd sad Ahe purehnse approved,

MMMI’,

Secrstinry.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

OF SAN FRANCISCO

ADDRESS ALL COMMUNICATIONS TO
FEDERAL RESERVE BANK

February 4th 1916

Federal Reserve Board
Washington D. C.

Sirs;

We find that we have inadvertently purchased warrants issued
by the City of New York in excess of the amount permitted by Regulation
F, paragraph 4. We now have on hand $121,132.,19 (maturity value) City
of New York warrants, due June bth. We purchased yesterday through a
broker $400,000 City of New York warrants due June 10th (maturity value
§405,089‘585. The Federal Reserve Bank of New York purchased yesterday

6,000,000 City of New York warrasnts, and, under an arrangement prev-
iously made, we expected to receive as our allottment, six per cent of
this sum or $360,000. However, in this particular instance, the Fedw
eral Reserve Bank of New York allotted us $403,092.22F making our total

holdings of New York City warrants, $927,313.99
Five per cent of our deposits as of yeserday's date is 888,961,650

Bxcess holdings would therefore appear to amount to $ 38,362.49

Considering the high standard of the above investment and our need for
the additional income therefrom, we respectfully request your approval
of the above purchases.

Respectfully

* (maturity value) O/;;’/’#%§ig%?akyiiL__ﬁ_——f——ft;<‘——)

Governor
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(412)
zos Feb, 9, 1916,

TEDERAL RESERVE BCARD
MEMORARDUM
For ¥r. Miller.
Undsxr the rogulatipns of the Board ths
folloving matter is réferred.to you ¢lirough the Chaire

msn of the Committee on Investments, as
Chadsneny Comuittes on

¥amber, " . " Operatiom of F. R, Bamks:
The attacfed letter, dated Peb. 4, of Gov.
Kains of San Franoisco, re an excess purchase ot .

_ werrants. ;h

% - ’f‘ Secret

tary with copy of documents resulting from action
taken, if any, that it may be placed on the docket.

REMARKS.

oPBE8s rraser

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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Dear Mr. Perring~

™is will asknowledge the receipt eof m ,
letter of iugmt 20th mlming uw ar a ltmn- B

unwnutvmhlnrkundmm}
Please moptwaymiauu of your
oourtesy in the matter,

Very rsspeatfully,
Assistant Sesreotary.

Wr. John Perrin,
Podaral Reserve igens,
3an Prancisee, Calif,

Digitized for FRASER
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_ TELEGRAM
11P0 MO 17 Cellect Gevi

Federal Reserve Board

Waskingten, D.C.

Telegram twenty third palmer letter answered cepy sent twentieth

o Y

Perrin, Ckhairman

225pm
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TELEGRAM 422 30
FEDERAL RESERVE BOARD

WASHINGTON

Awgnst 35, 1916,

Poderal Deserve igwnt,
Ssn Prenciess, Calif,

Tour lotber Auguat sixtecn, Have you yeb redeived Palmer letter,

Ansistant Decretary.

OFFICIAL BUSINESS
QGOVERNMENT RATES
igitized for FGMWARGR FEDERAL RESERVE BOARD
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

FEDERAL RESERVE BANK

OF SAN FRANGISGCO

JOHN PERRIN

CHAIRMAN OF THE BOARD

August 20th, 1915.

Federal Reserve Board,

Washington, D.C.

Sirs

Herewith are enclosed letter dated July 3lst,
addressed to Mr. H. Parker Willis, Secretary, by Talmer
Bond & Yortguge Cowpany; also, copy of my reply thereto
in accordance with the request contained in your letter
of 1lth inst.

Respectfully,

Chairmsn of the Board.

Digitized for FRASER
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PALMER BOND AND MORTGAGE CO.
WALKER BANK BUILDING "
SALT LAKE CITY

July 31, 1915.

Mr. H. Parker Willis, Secretary,
Federal Reserve Board,
Washington, D. C.

Dear Sir:

“ As purcnaseas of revenue notes and warrants in behalf of mem-
her banks, we wish to be advised as to the interpretation of Federal
Reserve Board of the introductory paragraph under the term "defini-
tion of net funded indebtedness" on page three of circular No. 7
series of 1915,

Tnis sentence says that the gross indebtedness of the munici-
pality shall be interpreted to include "the amount of any school dis=-
trict or othner bhonds which depend for their redemption upon taxes
levied upon property within the municipality".

‘ A literal interpretation of this clause in the case of

states and counties might be taken to require a complete financial
statement of every incorporated city, town, village and school dis-
trict within the state or county. The laws of Utah make no provision
for the registration of such debts with the secretary of state or any
other official and it would be a practical impossibility to secure
the detailed data from the local officials of several hundred cities,
towns, villages, school districts and counties.

We wish to bve advised: ‘ 7 g
_ 1. - In the case of states, is the net debt to ve figured only §

orn the basis of direct obligations of the state, without regard to the *

debts of cities, school districts and other public corporations within é

its borders? - 3

2. - In the case of counties, is the net debt to bhe figured

on the direct obligations of the county alone, without taking into

consideration the debts of incornorated 01t1es towvms, villages and

school districts within its borders? In this connection it may be

stated that the constitutional debt limit for counties of Utah is 2%

of the assessed valuation, for school districts 47, and for 01tles and

towns 4% for general ourpoqes. :

3. - In the case of school digstricts which include a number E
of incorporated cities, towns and villages, is it required to take into Lg
consideration the funded debt of these cities, towns and villages,
when in the aggregate they do not include the entire area of the
school district or any considerable part thereof? :

e know that the sg9ligitor: for the Postal Savings Depari-
ment has not placed any such restrictions on state bonds, and it is

D@Wa”mﬂﬁﬁga understanding thmt the clause in questlon is applied literally
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis
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(s . -~
/ L " PALMER BOND AND MORTGAGE CO.

WALKER BANK BUILDING
SALT LAKE GITY

-De

only in the case of incorporated cities, towns and villages or in the
case of school districts the voundaries of which co-ordinate with
that of the municipality. We would, however, like a definite ruling
from the Federal Reserve Board so that banks nurchasing these
securities will feel sure of what might occur in case they should

wish to turn these warrants over to the Federal Reserve Bank.

Very truly yours,

President.

Digitized for FRASER
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FEDERAL RESERVE BAN

OF SAN FRANGCISCO

The Honorable Sherman Allen,
Assistant Secretary, Federal Reserve Board,
Washington, D. C.

pear Mr Allen:

I have tdday received from Mr E. B. Palmer, of
Palmer Bond & Mortgage Company, Salt Lake City, his letter
addressed to the Board under date of July 31st, and your letter7f;;vUL/
of August 11lth concerning it, which two letters were apparently
enclosed in error to Mr. Palmer,

The matter will have my attention.

Respectfully,

Chairman of the Board.

Digitized for FRASER
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FEDERAL RESERVE BANK LA

OF SAN FrRANCISCO

JOHN PERRIN

CHAIRMAN OF THE BoarD

Aigust 16, 1915

The Honorable Sherman Allen
Ass't Sec'y Federal Reserve Board
Washington D. C.
Dear Mr jAllen:

Your letter of the 11th instant has been
received referring to an inguiry of Mr E, B. Palmer
president of the Palmer Bond and MortgégeXCOmpany
of 3alt Lake City, This letter has not yot been re-

P,

ceived and it would perhaps be well for you to verify

S —

the fact that it was forwarded,

1 take note of Mr Harding's expression,
which you mention. This will guide us in consider=-

ing any such bonds. With kind regaran.. ,

4 /

-
," 1/ 4

Cheirmén of the Board
Je [HC

Digitized for FRASER
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imgast 11, 1915,

¥r. Johr Perrin,
Federal Reserve Agent,
San Francisco, Calif.

Dear ifr. Perrin:-

I have Just forwarded to you, at the
direction of the Bosrd, a lotbter bearling upon the
inguiry of iir. B. B. Palmer, Presldent of the
Palmsr Boud and Llortgege Compaiy, Salt Loke Citye
Hr. Paloor ssxe fhe definitiom of "nat funded
indebtedness", given in Regulation I, Serias of
1915,

In showing thla letter o &r. Harding,
he suggests that it mizht be well o aay to you in
this comneetion that there is a droad difforence
botwean Lhe ‘nds of different achool diatric’ca,
and thut il the :&‘adera.l ”esorve Banl: of San Eranciuco
were to take over any such bonds, the oxumination by
Counsel required under the regulation should be a
gsearching one,

7ith personal regards and good wishes, I
hava thoe hﬁmr to be

Very respectfully

Asslstant Sacretary.
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s 533, 2(1%

//

dugmst 13, 1915.

Doar Sir:

The Federal Reserve Board is in reseipt of the en-
oclosed letter from E. B. Palmer, Precident of the Palmer Bond
and aiortmg;u Comnany Wanmr hildin{,. Sult I&kﬂ Git’y. relating

to tho conatmotion of tho definitlion of "not funded 1ndab‘bsd-
noes ", given in Reculation Py Serles of 1915.

The lettcr has beon referred to Gounsel for the Board,
who makes the following comusent upon it:

*You are advised that the term “mnisipelity”,
as used in this regulation, is 3pesifically defined
to mean 'state, county, distriet, political subedi-
vision, or mmieipality in the continental United
3tates, inoluding irrigation, drainape, and reclama-
tion districta's In other words it refers only to
thae state, aounty or distriot, eta., the bonds or
warrants of which are under consideration. With that
explanation in view it seems clear that the gross in-
debtednsas of & state, for instanee, inolundes only
the oblisations of tiat atabe and not of the poiitiosl
sub-divisions looated within 1ts boundariess

"ZThe questions presented in your letter siould,
therefore, be answered as follows:-

({i}. The net indebtedness of a state is to be cum-
pated on the basis of the direat obligations
of that state without regard to the dedbts of
cities, school districts and other publie
aorporations within its borders.

{2). In the case of counties the net indehtedness
is t0 bve commied on the basis of the direot
obligations of the county withént oonsidering
the debts of gitles, towns or villages located
within ite borders.

Digitized for FRASER
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{3)e In the sasce of sohool distriots the net fundec
indebbedness is somuted on & basis of the
oblizations of that distrie’ without insluding
the oblisatétns of olties, towms or villapes
whioh may be losated within tho district. This
would seem to be so whethsr or not said sities,
towms or wvillages inolude the santire aree of the
sohool district, 1t bveiny understood taat the
property located in sush sitics, Sowns and vile
lages 1o ltsolf taxable by the sohool district.”

Counsel also direots attention to Parasraph 5 of the

lotter whiah relatca to the question of warrauts of sohool distriots,

and on this guestion says:

"There is no doudbt in my mind about the answer to

this c¢unestion exsert on the more fundamental point whether
warrants of sghool districts are eligible for purchase by
Poderzl roserve danks. Kr. Jasclson reports tiat a mumber
of such warrants have almeady boen bought by various banks,

that no distinotion has been made bYetwoen them and
those of any drainage or reslamabion distriot. Schocl
distriots are not srecificslly mentioned in tho agt, tut
1% would seon that Joction 14 (B} is broad encush t0 ine
olude theom on the same sround that it does irrigation
and reglamation distriete,

"1 feol%, however, Uhalt 1 shouid »oint out the dise
tinetion between the twe Jor your conslderation.”

This mattor was lald before the Board at a meeting held

yestorday and I am directed to ocommmunicate the substanse of Counsel's

statwment Lo you, ao akove, wiil %hoe roquest that alter exuuining

it you renrly o Mr. Palmer dlrostly, returniny #is letter for the

files of the Board with a eony 0f Four answers

Vary resprotfully,

Aszistant Seerotarye

Chairman, Board of Dircetors,
Pedor:l Reserv:e Bank of San Fra2cisco.

Ensloocurca.

Digitized for FRASER
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Form 42, ==

E. RAL RESERVE BOARD
REQER/ OF FICE OF COUNSEL

AHIG S 1915
G BRL LN ER P o ol 94 = DATE: Augu.t 9’ 1915.

SUBJECT:
My dear Governor:

Attached is a suggested form of re-
ply to the letter from the Palmer Bond and
Mortgage Company, Salt Lake City, which was
reforred to this office for consideration,
and then to you for action as chairman of the
executive committee.

=P I would like to call attention to para-
graph (3) which relates to the question of
warrante of school districts ./ There is no
doubt in my mind about the answer to this
question except on the more fundamental point
whether warrante of school distrigts are eli-
gible for purchase by Federal reserve banks.

Mr. Jacobson reports that a number of such war-
rants have already been dbought by various bdbanks,

and that no distinction has been made between

them and those of any drainage or reclamation dise

trict. School districts are not specifically
mentioned in the-act, but it would seem that
Section 14 (B) is broad enough to include them
on the same ground that it does irrigation
and reclamation districts.

I felt, however, that I should point
out the distinction betweon the two for
your consideration.,,

Respectfully.
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. ex-Ormcig/MemeErs CHARLES S, HAMLIN, GOVERNOR
FREDERIC A. DELANO,
WILLIAM G ADOO AT WAA“BUE“:;NO ViCE GOVERNOR
SECRETARY OF THE TREASURY W. P. G. HARDING
CHAIRMAN ADOLPH C. MILLER
JOHN SKELTON WILLIAMS —_—
CourrnoLcen o ok curmercr FEDERAL RESERVE BOARD . PARKER WILLIs, Secnerany
P PDRESS REPLY TO
WASHINGTON e e- il / }5}':DERAL RESERVE BOARD

August 9, 1915. W‘:@W

it B

7
2
Ry
Your letter of July 31, relating to construction @xﬁ«'
of the~dsTinition of "net funded indebtedness™ given <
in Regulation F, Series of 1915, was duly received 6u&

6“/ ’ it
and referrsd to the Board. ‘wdwiax ¥/

’ 24 BN
”,///// You are advised that the term "municipality," as ¢ a;;}?l}f
used in this regulation, is specifically defined to ﬁg }

mean "gstate, county, district, political sub-division, -
or municipality in the continental United States, in-

cluding irrigation drainage, and reclamation districts.®
In other words it refers only to the state, county or
district, etc., the bonds or warrants of which are un-
der consideration. With that explanation in view it
seenms clear that the gross indebtedness of a state,

for instance, includes only the obligations of that
state and not of the political sub-divisions located
within its boundaries.

-

The questions presented in your letter should,
therefore, be answersd as follows:-

(1). The net indebtedness of a state is to be com-
puted on the basis of the direct obligations
of that state without regard to the debts of
cities, school districts and other public cor-
porations within its borders.

(2). In the case of counties the net indebtsdness
is to be computed on the basis of the direct
obligations of the county without considering
the debts of cities, towns or villages located
within its borders.

(3). In the case of school districts the net funded
indebtedneas is computed on a basis of the
obligations of that disirict without including
the obligations of cities, towns or villages
which may be located within the distriet. This
would seem to be so whether or not said cecities,
towns or villages include the entire arsa of the

Digitized for FRASER
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E. B, Palmer 8-$ #2

school district, it being understood that the property
located in such cities, towns and villages is itself
taxable by the school district.

~\\\\\\ Respectfully,

Secretary.

Mr. E. B. Palmer, President,
Palmer Bond and Mortgage Co.,
Walker Bank Building,
Salt Lake City, Utah.

Digitized for FRASER
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FEDERAL RESERVE BANK %3_:‘& .,
®

OF SAN FRANGISGO ; :
' by 2 A 2007
£ G AL (

JOHN PERRIN, CHA'RMAN TR

May 19, 1915.

Fedsral Resarve Board,
Washington, D. C.

SIRS:

Recoipt is acknowledged of your letter of 1hth instant
advising that authority has been given for this bank to extend
ite investments in municipal warrants for the present to an

e N
amount equal to twenty per cent. of meudbars'

Respactiully,

IP/u

Digitized for FRASER
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Nay 15, 1916

8irs:
Your letter addressed to Nr. A. C. Hiller,
member of the Fedaral Reserve Board, under date

o
RS s ot o s

of Hay 5, was braight dDefore the Bomrd at its meet~
mwm ROralnge

The Board voted to permit the Federal Re-
serve Bank of San Frumclsoo to extend 1ts invest-
ments for the presemt, to an smount equal to 20%

of members deposits, or, raghly, $3,000,000 in-

stead of $1,500,000.
I have the homor to be,
Respectfully yours,

Seorotary.

My, Joha Perrin,
Chairmem, Board of Directars,
Federal Reserve Bank of Ssm Prancisuo.

Digitized for FRASER
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FEDERAL RESERVE BOARD

WASHINGTON %/k\J
0 A
May 14, 1918YAY 1 41915
F rod Boserve m

Dear Dr. Miller:

Upon my return I notice the appended
lgtter.

I think we should act favorably on
this and suggest you dbring it up for dis-
cussion at a Board meeting today or tomor-

TOWe.

Sincerely yoursy

Dr. A. C. Miller.

*InC-
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May 11, 1915,

Kr, Jobn Perrim,
Chairman of the Baard and Pederal Ressrve igent,
Pedaral Lesmerve Bank of San Tranglece,
San Francieoo, Califoraia,

Denr Mr. Perrin:

Your nete of the 3rd inestent with copy of the propossd
anendmest to the municipzl indebtedness act ¢f falifornis raieing
the 1imit of indebtednsse that may be incurred 3o twenty-five per
cent. is at hand, The wnwiedem of the amenduent is manifest, as

. 4te speneers will doubtless in time learm with regret, It weuld
have been unwise, however, fer ths Reserve Beasrd to hbave been
drawm ifficislly into the matter; amd 1 am gled that yeu spared the
Beard the necersity of refusing s give advice on such matters ex~
gept when they become in soncrete eases matters for tha Board's
metion,

Refersnoe te the Board's Hegulationm P, Series 1915, will
disclese the Bourd®s sttitude, It is there provided thgt warrants

of » municipality whosa net funded indebtedness exceeds tem par
g,

eont, of its taxsble property are net admiseible to purchass by a
Federal Reserve Bank, This of course carries with it the fxnplica~
tion that ten per cent, ehould be regarded ae the maximus limit up

to whigh obligations might properly bs incurred., I am wondering

Digitized for FRASER
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how the amaendment, if passed &s you definitely bnlieved it would
be, will affect your position with rofércncc to the nurchase of
warrants, I should doubt whether well mdministered municipalities
vould care te exceed the tem per cent. limit when ndvised that from
the point of view of good banking and finance as expressed in the

Federal reserve system, thie would make their eblipations ineligible,

Sinearely yours,

A. C MILLEK

Since dictating the abeve, c¢lippings [rom the San
Francisco press have come to hand indicating that Covermor Johnson

has vetosd the amendment. 1 am delighted.

armemm—— .

A. c. M.
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ey 10, 1915,

kr. Jona Ferrin,
Chairmen of the Board and Federul iHeserve igent,
Federal ilegerve Bank of fan Francisco,
fan Franeisce, California,

lear ur. errint

Yﬁffﬁ9°t?nffwﬁﬁ’.§ﬁﬁw;? at hand pressnting cconsiderations
wiich have led you to inquire of me vwhether I think the Federnl
#seerve Ponrd would look with faver uponm & requast from your Bank
to sllow it under preszent conditions to purchare warrants up tg an
amount of #3,006,000, 1 sppreciate the force of the reasons whiech
have led yvou to your gomclusion, They seem to me good ones, and I
balieve the Federal lisserve Board will share your view, ihree meme
bors of the Board nre absent at the present tise, but on Thursday
next the executive commitice wiil meet and 1 shall at once bring the
matter to ita attention snd sdvise yow telegrsphically of its view,
There ie no doubt that vhat the commilitee recommends in thie wmatter
will have the csnctiem of the Board whan it meets, fowe reguests
similar to yours have slready had the aporovel of the Hoard, where
it was satisfied that the ircreased investzent in warrants would

not impinge upon funds thut would otherwise find investaent in dis-

count operations, snd such sseme very clearly to be your case,

Eincerely yours,

i C, MILLER

http://fraser.stlouisfed.org/
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FEDERAL RESERVE BOARD

WASHINGTON May 10th, 1915.

M.C.ELLIOTT
COUNSEL

My dear Dr. M¥iller:-

In reference to the attached: The only bearing
it has on the Federal Reserve Act is that such bonds would
probably be ineligible for purchase vy Federal reservs
banks. Regulation "F", CSeries 1915, provides in terms
that in order for such bonds to be eligible the net funded
indebtedness of the municipality must not exceed ten per
cent of its taxable property. This is generally consider-
ad the maximum that should be permitted and the more con-
servative houses prefer to handle bonds of municipalities
whogse net funded indebtedness does not exceed seven or
eight per cent.

It might be advisable, therefore, to wire ¥r.
Perrin that while the Board does not feel it proper to
make any suggestions as to State legislation, this amend-
ment, if passzed, might prsclude the purchase of such bonds

by Federal reserve banks.

Very sincersaly,

Dr. A. C. Miller,
Foderal Reserve Board.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

h“j



Reproduced from the Unclassified / Declassified Holdings of the National Archives

- &Y ~ ( ! -
NI - N 4

FEDERAL RESERVE BOARD
May 10, 1915,

Memorandum for the Counsel:

Will you look over copy of amend-
ment attached to Mr. Perrin's letter and
advise we whether you can find that it has
any bearing upon either the constiruetion or
the administration of the Federal Reserve
Act? Bo far as I can see, it is of very
remote interest to us, and therefore no

concern of ours,

Very truly yours,

a8

M. C. Elliott, Esq.,
Counsel, Federal Reserve Board,

igitized for FRASER
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FEDERAL RESERVE BANK (o K
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OF SAN FRANCISCO - Z
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JOHN PERRIN, CHARMAN \f l,'
May 6th, 1915. .
TN
WARRANTS.

The Honorable A. C. Miller,
Pederal Reserve Eoard,
Washington, D. C.

Dear Professor Miller :

The regulations for the purchase of warrants limit us
to an amount equal to 10 percent of deposits from member banks.

I heartily agree with the wisdom of this restriction
and fully recognize that the Federal Reserve banks more fully
comply with the fundamental purpose of their creation in confin-
ing their investments almost wholly to short time liquid paper.
However, it appears to me that various elements of the present
situation may justify a moderate digression from the obvisusly
sound general policy.

Some of these elements are as follows :-

There has been such general liquidation that under
present conditions of curtailed business, there seems no
possibility of any important stringency during the coming

. 8ix month& Six months maturities purchased now mature in
November, the month in which the credit strain is normally
greatest. The running off of November msturities would
consequently fortify at a time when the need, if any, would
be greatest.

There seems to be & special defence for investments
in Municipal warrants payable at such a time.

Investments of a strictly commercial character would
possibly have the final payment more largely out of commercial
funds. Municipal warrants, on the other hand, would be
réyable out of tax receipts which naturally draw in a consider -

able proportion of funds not normelly used in commercial
channels.
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The Honorable A. C. Miller, Washington, D. C,

The Federal Reserve System needs for its best development
& period of reasocnable freedom from political attack in order
that by the results achieved it may demonstrate, even to the
uninformed and the unthinking, its successful operation. While
earnings from an economic viewpoint, are perhaps unnecessary and
should not be regarded as of primary consequence, yet it appears
to me that the desirability of reasonable earnings is of almost
primary importance as a means of inducing a favorable attitude on
the part of member banks, upon whose co-operation the ultimate
success of the Pederal Reserve System must rest, and as & means
of disarming public criticism which seems to address itself
chiefly to this non-vital point. The public statement of the
fact that the Federal Reserve Bank of San Francisco is now earning
at & rate in excess of its expenses usually elicits applause,
even from bankers. I have, however, always accompanied such
statement with the further statement that the present expenses
are at & rate less than one~-fiftieth of 1 percent of the loans
and investments of member banks in this district. It is of
course & trite saying that nothing succeeds like success, but it
is none the less true that there is cumulative force in a qguick
demonstration of success, Even if the public standard of the
measure of success is unsound and uneconomic, yet if important
success can be demonstrated according to the public standard
without jeopardy, it appears to me that there is much to be said
in favor of striving for that success by way of winning the
bankers and the public more fully to approval and co-operation
as & means to the fullest measure of success as gauged by sound
and economic standards.

The foregoing outline the basis for a request to be
permitted to extend our investments in warrants this spri to an
amount equal to 20 percent of members deposits, Troughly $§,OO0,000.
instead of $1,500,000. Governor Kains and I have discussed this
matter and are in accord in presenting this tentaive request.

If you advise me that the Federal Reserve Board will look
with favor upon such & request but that before granting it, it would
be desired that the matter should first be approved, by our board of
directors, I will bring the matter up at our next m%eting, May 18th.

000

Chairman of the BRoard.

B/S
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JOHN PERRIN, CHAIRMAN

llay 2rd, 1915.

The Honorable A, C. Miller,
Federal Reserve Zcard,
Jushington, D. C.

Dear Professor liiller :
Ierewith I enclose copy of & measure which has passed
both Iouses of the California Legisluture and will become a
law, as I am to0ld, unless vetoed by Sovernor Joknson tomorrow.
I was requested to tslegraph the Federal Reserve
Board submitting the facts and requesting an expressiva of
opinion as to the wisdow of enacting such & law. This I

declined to do, although having no doubt that your view would

(S 5

ke the same us my own, viz; that the measure is exceedingly
unwise and will have an unfortunate effect upon the market for

California Municipal bcuds.

Crhiairman cf the PRoard.

2,8
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Amended in Assembly April 8, 1915.
Amended in Senate larch 23 1915,

SERATE BILL No. 1057

INPRODUCED BY SENATOR BREED,
Jamary 29, 1915,

RRFERRED TO COMMITTEE ON MUNICIPAL CORPORATIONS.

AN ACT

To Amend Section Four of an Act Entitled "An Act Authorizing

NOUIP N

10
11

[
ST PN
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the Incurring of Indebtedness by Cities, Towns and Munici-
pel Corporations for Municipal Improvements and Regulating
the Acquisition, Construction, or Completion Thereof",
which beceme a Law under Constitutional Provision Without
the Governor's Approval February 15, 1901,

The people of the State of California do enact as follows:

Section 1. Sectlon four of an act entitled "An act author—
izing the incurring of indebtedness by cities, towns and
mnicipal corporations for municipal improvements and regu-
lating the acquisition, construction, or completion thereof,”
vwhich became a law under constitutional provision without the
governor's approval February 15, 1901, is hereby amended to
read as follows: y
Sec. 4. No ocity, town or municipal corporation shall incur \‘\ L f
indebtedness for public improvements which shall in the aggre~ ™~ -
gate exceed iwanbyrfive.per.cemt of the assessed value of all o,
the taxable PEET AN DerscHMT PYOPE™Y of such city, town or
municipal corporation; nor shall any city, town or municipal
corporation incur, for public improvements other than for the
purchase or original construction of pubdblic works for supply-
ing its inhabitamts with water, an indebtedness which shall in
the aggregate exceed fifteen per cemt of the assessed value of
all the taxable real estate and personsl property of such city,,
town or municipal corporation,
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ipril 8, 1915,

Dogr Sirg-

Your lettor of Aprn m mvlne detalls as to

the purchauo of warrants by ywr bank, is recelived.
m.«w..‘:‘\
It 1s noted thet yn the purchass of these war-

rants you are Relying upon the approval of the Counsel
of ths Federal Reserve Bank which offers them $0 you.
T™ie is in accordance with the oral understaniing of the
Board with the Federal reserve agenta at the moeting
early in the yesar in Washingtom.

Gespostfully,

Geeretary.

¥r. John Perrin,
Fedorul Reserve ipgent,
San Franociseo, Callf,
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FEDERAL RESERVE BANK

OF SAN FRANCISCO

JoHN PERRIN, CHAIRMAN

April 3, 1916.

Purchase of Warrants upon approval of Counsel
of another Federal Reserve B&nk.

Federal Reserve Board,

Washington, D. C.

Sirs:

We have been purchasing warrants and certificates
of indebtedness as well as acceptances through the Federal
reserve bank of New York. As an illustration, $50,000 has
been apportioned to us of a purchase by them of $500,000 par
value, City of Yonkers, New York 2 7/8% certificates of
indebtedness dated March 29, 1915, due August 26, 1915, on
a 23% basis.

The Federal reserve bank of New York has sent us
certain certificates of the Municipal officers, etc., but we
are disregarding these and relying upon the approval of the
counsel of the Federal Reserve bank of New York in accordance
with my recollection of the conclusion reached in a verbal
discussion of this point at the last conference of the Federsl
Reserve Board with Federal reserve agents. It is my re-
collection that it was then stated that it would have the

approval of the Federal Reserve Board if such purchases were
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Federal Reserve Board, Washington, D. C.

made by one Federal reserve bank upom the approva\ either of

its own counsel, or of the counsel of any other Federal reserve

If I am in error in regard to this, kindly advise me.

Respectfully,

bank.
RREe
ey,
{‘-:‘\ o
N Vi " g\'
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t " Vo
".,. 'f
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5 ;V\
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