FEDERAL RESERVE BANK
OF NEW YORK

Asal Agent of tte Lnited States

I Circular No. 53 82~1
L September 4, 1963 J

ADVANCE REFUNDING

To All Banking Institutions, and Others Concerned,
in the Second Federal Reserve District:

Enclosed is a copy of a Treasury statement made public today,
announcing an advance refunding of securities maturing in 1964, 1966,
and 1967. The subscription books will be open from September 9
through September 13. The official offering circulars and subscription

forms will be mailed to arrive by Monday, September 9.

Additional copies of the enclosure will be furnished upon request.

Alfred H ayes,
President.
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TREASURY DEPARTMENT

WASHINGTON, D. C.

IMMEDIATE RELEASE
Wednesday, September 4, 1963

ADVANCE REFUNDING OFFER

The Treasury today announced that it will offer holders of $32.1 billion of outstanding
Treasury securities an opportunity to extend their holdings at attractive yields. Of this total,
$23.0 billion are held by the public.

The current offering combines a junior advance refunding with a “ prerefunding,” that is,
an advance refunding of issues maturing within the next 12 months.

Holders of securities eligible for exchange have the option of exchanging them, as of
September 15, 1963, (with payment for the new bonds to be completed by and delivery to be
made on September 18) for three new issues as follows:

Securities eligible for exchange Securities offered in exchange
and their maturity dates and their maturity dates

Prerefunding

31/4% Ctfs.. B-1964 5/15/64 3% % Bonds, 1968 (New lIssue) 11/15/68
4%% Notes. A-1964 5/15/64 4% BondS, 1973 (NeW |SSlJe) 8/15/73
3%% Notes, D-1964 5/15/64 4\8% Bonds, 1989-94

(Addl. Issue) 5/15/89-94

“Junior” Advance Refunding

334% Bonds, 1966 5/15/66

4% Notes, A-1966 8/15/66 4% Bonds, 1973 (New Issue) 8/15/73
3% % Notes, B-1967 2/15/67 4% % Bonds, 1989-94

3%% Notes, A-1967 8/15/67 (Addl. Issue) 5/15/89-94

The exchanges will be made on the basis of par for par with accrued interest adjustments
as of September 15, 1963, and with cash payments to subscribers which will approximately
equalize current market values among eligible issues having different coupons and maturities,
and provide an attractive exchange value for each of the issues offered. The amount of the
offering will be limited to the amount of securities accepted in exchange. Cash subscriptions
are not invited.

The exchanges will not be treated as a sale and purchase for tax purposes; therefore, there
will be no recognition of gain or loss for Federal income tax purposes solely on account of the
exchange of old for new securities. Details axe presented in the following paragraph No. 9.

The subscription books will be open beginning Monday, September 9, and will remain open
through Friday, September 13, 1963, for all classes of subscribers.

Further details of the offering, including amounts of cash payments due to subscribers,
and the amounts of accrued interest adjustments, are described below.
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Terms and Conditions of the Advance Refunding Offer

1 To dl holcers of tte folloving autstanding Treesury Sssarities:

Remaining term

Final maturity to maturity

Description of securities Issue date date Yrs. Mos.
3y cartificie B-194 Ma 155, 1953 May 15, 194 —~ 8
dvdy, rote A-1964 duly 20, 190 May 15, 194 - 8
3% % note D-1964 Jue B, 1990 May 15, 194 - 8
334% bond 1966 Nov. 15, 1980 May 15, 1966 2 8
4% rote A-1966 Feb. 15, 1932 Ag. 15, 1986 2 11
3%% rote B-1967 March 15, 1963 Feb. 15, 1967 3 5
Bdy rote A-1967 Spt. B, 192 Aug. 15, 1967 3 un

2. New ssarities 0 ke 1Issd (O additacal amount of an autstading 1IS3.6)

Amount

outstanding
Description of securities Issue date (in billions) Interest startsl
3%% bond of Nov. 15, 19683 St 5 1933 St 55, 1953
4% bond of Ag. 15, 1973  Spt. 15, 1963 Spt. 15, 1953

Ao bond ofMay 15, 1992 April 18, 1983 $0.3 St 15, 193

1Interest on the securities surrendered stops on September 1S, 1963.
2 Callable on and after May IS, 1989.
3First interest payment will be May 15, 1964.

3 Terms of tre exdage:

May 15
Feb.

Amoun

t

outstanding
(in billions)

.7
49
39
36
45
43
53

BExchanges willl be made on tte kesis of eqal face amounts, with payments by tre Treesury, ad
with adjustments of accrued interest 1 Septeroer 15, 1963, on the ssauties surrendered and on
the adbiticel is3.e of bonds (e $100 faae amount), as irdiicated kelon:

Amounts to be paid to or by subscribers

On account of

accrued interest to 9/15/63 Net amount
Payable TO
subscriber
on account
of purchase Payable TO Payable BY To be
price of subscriber on subscriber on To be collected
Securities to be securities securities to be securities to be paid TO FROM
exchanged to be issued exchanged issued subscriber subscriber

For the 3% % Bonds of 1968

3v4% df. B-1964 0.6 $L.086277 - $L.736277
4%% rote A-194 18 1.58376%6 — 3.18/63%
3%% note D-1964 0.% 1.253307 - 2.2837

For the 4°% Bonds of 1973

3%% af. B-1954 $L.15 $1.085277 — ®.23277
4% ote A-1964 2.10 1.58/6%6 — 3.88/63%
3%% note D-1964 156 1.25307 — 2.08%07
3%% bond 1966 115 1.253097 — 2.408307
4% rote A-1966 18 0.333%6/ — 213367
3%% note B-1967 040 0.3B63%7 — 0.7063%67
3%% rote A-1967 0.0 0.315897 — 1.015397
For the 4y8% Bonds of 1980-A

314 of. B-1964 $.35 $1.08277 $1.6364P $0.74875
4% % note A-1964 230 1.58/636 1.634P 2. 20124
334% ote D-1964 16 1.25307 1.63642 1.21606
3%% bond 1966 135 1.25307 1.684A2 0.91656
4% rote A-1966 20 0.3336/7 1.68AP 0.6
3%% rote B-1967 08 0.3B3%7 16342 —

3% % note A-1967 09 0.315897 1.68A® —
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Extension
of maturity
Yrs.-Mos.
4— 6
4— 6
4— 6
9- 3
9- 3
9- 3
7— 3
7— 0
6— 6
6— 0
-0
-0
D-0
B-0
2[— 9
27— 3
%- 9



The follovirg coupons duld ke attached 1 the ssarities In bearer form when they are
surrendered:

Securities Coupons to be attached

314 of. B-19654, 43/4% rote A-1964,

3%% rote D-1954, and 3%% bond 1966 Nov. 15, 1963, and
4% rote A-1966, 3%% rote B-1967, and 3%% rote A-1967 Feb. 15, 1934, and subsequent
4. Payment:

Payment for tre new ssarities must be conpleted by Septarber 18, 1963, The new ssaurities
will ke celnerad Septener 18, 1963. Where tte teble in the preceding paragraph shoas a ret
amount 1o be clledted from sUssribers such anount should accampany the sbsriptaan. Where
tre taile Shons a net anount payeble to sscribars tte payment will be made by tte Treesury,
if bearer ssrities are surrecered folloving trelr acogptance, and If ragistered searities are sur-
rencered folloving disdarge of registratian in accorcance with the assigmmants on the ssarities.

5 Limitation on amount of ssauities o be issaed:

The amount of saartses 1 ke isssd under this offerirg willl ke limited o the amount of te
eligible ssanties taderad in exdange and aooepted.

6 Books gpen for sdsriptias far the new ssarities:

The books willl ke gpen for the raceipt of sbsriptdas fran Monday, Septerber 9, throuch
Friday, Septerber 13, Sbsoriptias placd in tte nail by michight, Septerber 13, addressed ©
any Federal Resene Bank or Branch ar the Treesurer, U. S, Washington, D. C. 2220, walll be
arsicered as tirely. The use of ragisterad maill B recomended for tte sty holders” pro-
tectin In SUbmitting seanities o ke edaged.

If ssaunaes dligioke Tor exddange are pledged with a State ar Federal Govermment agency ar
authority and such ssaurrties camot ar will ot be rellessed by such autiority to tre pledgor in
tame for use Inmaking payment for the saarties offerad in this edae, tte pledgor may, never-
teless, ater a Sbsipaon. Such slsriptaas shoulld ke accompanied by a letter siged by an
authorized dificel of tte pledgor eplaining tre ciraustances ad, iftte auttorrty will ot rellesse
the ssurities, a regest and auttorization for tte Federal Resenve Barnk, or Branch, or tte Trees-
urer of tre U. S. (acoording towhere tre sUbsoription s directsd) o celiner the new seauriities
tre State ar Federal authority inexdange for tie old ssanities held by such autitority.

7. Requiramrents gplicble 10 sisxiptas:

Sbscriptias willl be received at the Federal Reserve Banks and Brandhes and at tre Offie of the
Treesurer of tte Uniited States, Weshington, D. C. 220. Banking irstitutios garerally may
suomit sbsriptias for acoount of astorers. All slsoribers reguesting registerad ssarties
will be required to fumish goorgoriate idntafyang numbers as required on tax retums and otter
documents suonitted 1o tre Intermal Revenue Savace.

8 Denominations and other daeracteristics of new ssarities:

The bonds willl be issed In denomirattions of $800, $1,000, 5,000, $10,000, $100,000 and $1,000,000
in coupon and ragisterad foms. The bonds willl be acogptzable 1o seaure dgaosits of plbliic moneys.

9 Nonrecognirtion of gain or ks far Federal Income tax purposes:

Digitized for FRASER

@ General— The Saretary of tte Treasury hes declared pursiant to section 1087(8) of tre
Intermal Revenue Code that no gain ar ks dalll e recognizad for Federal Income tax purposes
lely on aooount of the exdange of the saaities; however, Sectian 1031(b) of the Code requires
recognrtian of any gain raalizd on tre exdange 1o tre extant thet money  (Otter than Intarest)
5 reeenad by the ssauty hollder In comectaon wirth the exdhange as indicated in ().

(D) Where the securities to be issued are offered by the Treasury with a payment to the investor—

If the fair market valuel of the saarities 1 be issed plus the amount paid to the Inestor

| The mean of the bid and asked quotations on date subscriptions are submitted.
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(Cisount) exossts tte ast kesis o tte inestor of the ssauniies 10 be exddaged, such cain (ut
not 1 excesd the amount of tte payment) must ke recognized and acoounted far as cain for the
tacble year of edate. He will carry the new saarities on his bodks at the same amount as he
B now carryirg tte old ssarties et that he will reduce the aost besis by the amount of tte
payment and inaeese itby the anount of tte gain reconizad.  IF te fair market valle of tre
new ssaurities plus the amount of the payment does ot excead the ast esis of the olld saarities,
tre esis In tre new ssanties will be tre aost lesis in tre old seaurities reduced by the amount of
the payment.

© Gain 1 tte extent ot recogizad under @) (@ k), IFay, upon tre old searities sur-
rencered In exdiange will be taken into acoount upon the digoositian or redenption of the new
suties. (See gopendix 1o paragraph 9 an pege 6)

10 Federal estate tax option on the 4Ys% bonds of 1989-94— The 4%% bonds of 1983-4 will be redeem-
aole at par and accrued nterest prior o neturity for the purpose of using the procesds N payment
of Feckral estate tees but only if they are owned by the decedent at the time of his death and there-
upon constitute part of his estate.

1. Book value of new ssaurities 10 barking Instituaos:

The Comptroller of tte Qurrency, Board of Covermors of the Federal Resene System, and tre
Federal Deposit Insurance Corporation have indicated t tte Treesury thet benks under trelr
syeenvision may plae the new ssarities receivead in exdange on ttelr bodks at an amount not
gregter then the amount atwhich the eligible seaurties sunrencered by them are carried on treir
bodks plus the anount of premium, iFany, paid on the new ssarties, ar reduced by the anount
of disaunt, iFay, recenad by the suosoriber and inoreesad by the amountt of gain, iFany, which
willl ke recogniizad as irdiicatad In paragraph 9

2. Corputation of reinestrant rate for the edasion of maturity:
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A holder of tre autstanding dligiole seauries hes the gotaon of acogptang the TreasurySexdange
offar or of holding them 1o maturity.  Gonsequently, he can compare tre intarest plus (@ minus)
any payment, other then the adjustment of accrued ntaest, e willl reeine resularg from
exchanging now with tre total of tte Intarest on tre dligible 1Iss.es and what he might dotaiin by
reinestirg the proosacs of the digble saauties at maturity.

The incare before tax far making tte edasion now through exdange will be the coupon rates
plus (@ minus) any paymernt on tre new K8es.  HFa holder of the eligible ssanitiies does not make
tre exdiange he would reene the coupon rates on the eligidle 1sa.6s to treirmaturity and would
have 1o reinest at that tine at a rate egal o thet irdicatad in paragraph 13 below for the remain-
ing tarms of tre 1Im.es now offadd, In oter to equal te retum (including any payment) he
would recene by acogpting tre exdange difa. For eample, if tre 3%% bods of /15/6 are
exdanged for ttre 4% bonds of &/15/73, tte Inestor reEnes 4% for the entare nire years and
eleven morths plius $1.15 (per $100 face valle) imediately. Hthe exchange srot mede, a3%%
rate will be received Ll May 15, 1985, requiring reinvestmant of the prooseds of the 3% S of
1956 at thet time at a rate of at kst 4.32% for the remaining saven years and three nonths, dll
at compound Inarest, toakerage aut ba4% rate for nire years and eleen months plus tre $1.15
inmediate payment.  This minimum reinestrat rate for tte edasion periad B shown In te
teble under paragragph 13. The minimum reinvestrent rates for tte other 1ses incluod in tre
exdane are alo shown In the tEolle under paragraph 13.
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13. Payments on issue price and investment rates on the new bonds offered in exchange to holders of the
eligible securities:

3% % 4% % 3% % 4% 3% % 305 %
C/ls Notes Notes Bonds Notes Notes Notes
5/15/64 5/15/64 5/15/64 5/15/66 8/15/66 2/15/67 8/15/67

For the New 3% % Bonds of November 15, 1968

Payments on accountof $100 iss e
pricetosuoscriber. .. ... $0.65 $0.95 $1.60 - - -

Approximate  inestrent  yield
Trom exdange date (9/15/63)
ton”aturlty of bonds offerad in
exdage besed on priee of
sutes digble for exdangel  4.02% 4.02% 4.02% - — —

Approximate minimum reinest-
ment rake for tte exdtasin
peric? . ... ... ...... 4.14% 4.13% 4.13% - - -

For the New 4% Bonds of August 15, 1973

Payments on acocoutt of $100 182
pricetosuoscriber. . ... .. $1.15 $1.45 $2.10 $1.15 $1.80 $0.40 $0.70

Approximate  inestment  yield
from exdange date (9/15/63)
torraturlty of bomts offerad In
exdae basd price of
mnhesellgialefu’@d‘ergel 4_15% 4.14% 4.14% 4.15% 4.15% 4.15% 4.14%

Approximate minimum reinest-
ment rae for tte exdtasin
peric? . ............. 4.22% 4.22% 4.22% 4.32% 4.34% 4.32% 4.36%

For the New 4%% Bonds of May ]5, 1%—%

Paymertts on account of $100 iss e
pricctosdsoaber .. ... -, $1.35 $1.65 $2.30 $1.35 $2.00 $0.60 $0.90

A%rg](mate inestmat
cate ( )
torraturltyofbordsoﬂ'erajn
exdage besed on price of
ssuTtes digile for exdangel  4.21% 4.20% 4.20% 4.21% 4.21% 4.21% 4.20%
Approximate minimum reinest-

ment rae for tte edasin
period2 ..... ... ...... 4.24% 4._24% 4.24% 4.28% 4.29% 4.28% 4.29%

lYield to nontaxable holder or before tax. Based on mean of bid and asked prices (adjusted for payments on account of
issue price) at noon on September 3, 1963.

2Rate for nontaxable holder or before tax. For explanation see paragraph 12 above.
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APPENDIX TO PARAGRAPH NO. 9

Nonrecognition of Gain or Loss for Federal Income Tax Purposes

Where a bord s offarad by the Treasury with a payment (Otter then the accrued interest adjust-
ment) B tte Inestor.

Examples:
1 Assure tat-

@ The fair market valLe of tte ssaurity offerad by the Treasury on the date tre sUsripion B
sumitted B$0.50 (per $100 face \alle).

@© The payment 1o tre susoriber (discont) on acoount of $100 isse price B 380,

© The amortizad ast tesis of the seaunity suranderad on the books of the sUsoriber B$100.50
(per $100 fae \alle). (It Bassuned that the saaunity sunrendered was bought at a price dove
$100.50 and thet tre arigiral premium was reduced pro rata over the periad from purdese date
tonaturity.)

The sum of the fair market vale of the ssaunty offarad by tre Treasury and the payment t
tre shsaiber B $0.9 plus $.8 or $100.30. This B ks then the st besis of tre isse sur-
redered ; trarefare, no gain B reaizd. The new iss.ewilll be entered on the books of the sLb-
sxiter at a st kesis of $9.70, tre ast besis of tte isse sumrendered ks $8. The gain or
s between this ast besis and the proceads of a subseLent: sale or redenption of the new Isse
will be a pital cain or ks o dl nestars, et those towhom the ssaurties are stok in track.
Under presant law, if the corbined tine that the ssanity surredered and the new sty
receivad in exdange were held exassds 6 months, the pital gain or ks B logtam, ottermise
it sedottem

The assuptios are tte sare as Inexample 1 exgot that tre payment (discout) o tte slb-
siber Bnow $L.20 (par 100 fae valle) irsteed of $.80 inexamle L

The sum of tte fair market value of the new seauriity reeiad In exdnange by the susoriber plus
tre $1.20 payment (Ciscuit) B $00.0. This exssds tte ast kesis of the saanty surren-
dered by $20. This esss B a recognizad gain rgorteble far the year In which the exddange
tdes plae. The gain Ba Goital gain exagpt o those o whom the saarties are stok I track.
Under presatt law, if tte time the saaunity surrendered wes held exassds 6 months, the coital
cain B lagtem, ottermise it Bdort-tem

The subscriber willl carry the new Isse recevad In exddange at a ast kesis eqal o tre besis of
tre Ime surederad @Gl00.50), ks tre payment @GEL2AD), plus the amount of the recognized gaiin
G2), or G00.5-EL.20 plus $.20) EO.

The assunptians are tte sare as In exaple 1, exogpt that the aost esis on the books of the sub-
sk, of the saaurity surrendered B$0.0 (per $100 facevalle) insteed of $100.50 inexample L

The sum of tre fair market valle of the new iss.e recenvad in exdange by the subsariber plus tte
$.8) payment (discount) B3I00.D @ inexarple D). This exeats the $0.00 ast kesis by more
then $.8). Honever, the amount of the gaiin reportablle Tor the year of the exdange B$.8), sinetre
amount of gain recognizad canot exased the amountt of the payment.  The rature of the recoy-
nized gain and its treatmat s the sare as In exaple 2

In thiscee, the subsriber il enter the new seaunity reeeived in exdange on hiss books at $89.00,
the sane ast kesis as the ssaunty suadered.
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