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ADVANCES AND DISCOUNTS 

Amendments to Regulation A

To the Member BanTcs of the 
Second Federal Reserve District;

The following statement was issued today by the Board of Governors of the Federal 
Reserve System:

The B oard  of Governors of the F ed era l Reserve System  announced today  its approval of several 
changes in  procedures u n d e r which member banks borrow  funds from  the System .

These changes, to be p u t  in to  effect early  nex t year, are of a technical and  p rocedura l n a tu re  and  
are designed to sim plify  and  up d ate  p resen t practices. They reflect no change in  the F ed era l R eserve’s 
general c red it and  m onetary  policies and  are no t re la ted  to the fundam en ta l reap p ra isa l of the 
d iscount m echanism  which the System  still has u n d er consideration. The changes w ill:

1. E lim inate  reg u la to ry  language th a t im plies th a t a form al w ritten  app lication  m ust be 
subm itted  and  a prom issory note m ust be executed in  connection w ith  each borrow ing by  a 
m em ber bank from  a F ed era l Reserve Bank. A ttached  is a copy of an  am endm ent to R egulation  
A  (A dvances and  D iscounts by F ed era l Reserve B anks) to effect th is change.

2. P e rm it the use of “ continu ing  lend ing  ag reem en ts”  as a su bstitu te  fo r the  form al a p p li
cation and  prom issory note. A  member bank  would be obliged uncond itionally  to rep ay  all 
advances made p u rsu a n t to the agreem ent w ithou t the necessity of filing the w ritten  app lication  
and  prom issory note in  each ease.

3. P e rm it the Reserve B anks to collect in te rest on borrow ings by m em ber banks a t the tim e 
of repaym ent —  the accrual m ethod —  instead  of deducting  in te rest a t the tim e the borrow ing 
is made.

4. Make any  change in  the d iscount ra te  applicable to all ou tstand ing  borrow ings.

Enclosed is a copy of the amendments to Regulation A. Our Operating Circular No. 12, 
on advances and discounts, is being revised to implement the changes in procedure described 
above and to reflect other recent amendments to Regulation A not now reflected in the operating 
circular. Copies of the form of the revised operating circular and of the “ continuing lending 
agreement” as well as any other documentation necessary to effect the foregoing changes will 
be sent to you in the near future.

A l fr e d  H a y e s ,

President.
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B oard  o f  G o v e r n o r s  o f  t h e  F ed e r a l  R e s e r v e  S y s t e m

ADVANCES AND DISCOUNTS BY 

FEDERAL RESERVE BANKS

AMENDMENTS TO REGULATION A 

Elimination of References to Notes and Applications

Effective November 23, 1970, P a r t  201 is 
am ended in  the follow ing re sp e c ts :

P a ra g ra p h  (c) of § 201.2 is am ended to 
read  as follow s:

“ (c) A dvances on o th e r security  u n d e r 
section 10(h) of th e  F ed e ra l R eserve Act. 
A n y  F ed era l Reserve B ank  m ay make 
advances, u n d er au th o rity  of section 10(b) 
of the F ed era l Reserve A ct, to any  of its 
m em ber banks if  secured to the satisfaction  
of such F ed e ra l Reserve B ank  regard less of 
w hether the collateral offered as security  
conform s to elig ib ility  requirem ents u n d er 
o ther provisions of th is  P a r t .  The ra te  on 
advances m ade u n d e r the provisions of th is 
p a ra g ra p h  shall in  no event be less th an  one- 
h a lf  of 1 p e r cent p e r annum  h igher th an  the 
h ighest ra te  applicable to d iscounts fo r 
m em ber banks u n d er the provisions of sections 
13 and  13a of the F ed era l Reserve A ct in  
effect a t such F ed era l Reserve Bank. Such 
an  advance m ust be repayable  e ither (1) on

a definite date  no t more th an  fo u r m onths 
a f te r  the date of such advance, or (2) a t  the 
option of the Reserve B ank  on or before a 
definite date  no t more th an  fo u r m onths a fte r  
the date of such advance.’’

P a ra g ra p h  (a ) of § 201.4 is am ended to 
read  as follow s:

“ (a ) R epresen ta tions by m em ber banks. 
A  m em ber bank requesting  Reserve B ank 
c red it shall be deemed to rep resen t and  
guaran tee  (1) th a t  i t  is no t ac ting  as the 
m edium  or agen t of a nonm em ber bank in 
receiving cred it from  a Reserve B ank except 
in  accordance w ith  the provisions of th is P a r t , 
and  (2) th a t, except as to cred it g ran ted  
u n d er § 201 .2(c), as long as the cred it is ou t
s tan d in g  no obligor on pap er tendered  as 
collateral or fo r d iscount will be indebted  to 
i t  in an  am ount exceeding the lim ita tions in 
section 5200 of the Revised S ta tu tes, which 
fo r th is purpose shall be deemed to app ly  
to S ta te  m em ber as well as na tional b an k s.”

P R IN T E D  IN  N E W  YORK
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