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Dear S i r : 

In re UNFIT FEDERAL RESERVE NOTES FOFtfARDED TO THE 
TREASURER OF THE UNITED STATES FOR REDEMPTION BY A FEDERAL 
RESERVE BANK OTHER THAN THE FEDERAL RESERVE BANK OF ISSUE: 

In J a n u a r y , 1916, a p l a n was f o r m u l a t e d t o p e r m i t 

F e d e r a l r e s e r v e banks t o forward t h e i r own u n f i t F e d e r a l r e s e r v e 

n o t e s d i r e c t t o t h e T r e a s u r e r of t h e Uni ted S t a t e s f o r redemp-

t i o n . That p l a n , however, d id n o t p e r m i t a F e d e r a l r e s e r v e bank 

t o s h i p t o t h e T r e a s u r e r , F e d e r a l r e s e r v e n o t e s i s s u e d by any 

o t h e r F e d e r a l r e s e r v e bank. 
t 

S e c t i o n 16 of the F e d e r a l Reserve Act p r o v i d e s in 

p a r t t h a t , whenever a F e d e r a l r e s e r v e bank r e c e i v e s F e d e r a l r e -

s e r v e no t e s i s s u e d by a n o t h e r F e d e r a l r e s e r v e bank such no te 

s h a l l be r e t u r n e d t o t h e Fede ra l r e s e r v e bank of i s s u e f o r 

c r e d i t o r r edempt ion . In o r d e r t o avoid a round-abou t shipment 

of F e d e r a l r e s e r v e n o t e s , f i r s t , from a r e c e i v i n g Fede ra l r e s e r v e 

bank t o t h e r e s e r v e bank of i s s u e , and then from t h e bank of i s -

sue on t o Washington f o r redempt ion , t he f o l l o w i n g p l a n which per-

m i t s a r e c e i v i n g F e d e r a l r e s e r v e bank, under power of a t t o r n e y , 

t o forward u n f i t F e d e r a l r e s e r v e n o t e s of a n o t h e r F e d e r a l r e s e r v e 

bank d i r e c t t o t h e T r e a s u r e r f o r r edempt ion , has been approved by 

t he Treasury Department and the F e d e r a l Reserve Board» 
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1 . Each F e d e r a l r e s e r v e bank s h a l l g ive t o each o t h e r Fed-
e r a l r e s e r v e bank a power of a t t o r n e y a u t h o r i z i n g such o t h e r bank 
t o a c t as i t s agen t in f o r w a r d i n g any of i t s u n f i t F e d e r a l r e s e r v e 
n o t e s t o t h e T r e a s u r e r of t h e Uni ted S t a t e s f o r r edempt ion . This 
power of a t t o r n e y may be in any form agreed upon by t h e r e s p e c t -
ive F e d e r a l r e s e r v e banks and may d e f i n e t h e s t a n d a r d t o guide 
t h e f o r w a r d i n g bank i n d e t e r m i n i n g what F e d e r a l r e s e r v e n o t e s of 
t he i s s u i n g bank s h a l l be cons ide r ed u n f i t . The fo rward ing bank 
s h a l l , a t t h e t ime of sh ipment , n o t i f y t h e i s s u i n g bank t h a t the 
sh ipment has been mad6 f o r and in i t s name t o the T r e a s u r e r , and 
s h a l l charge the accoun t of t he i s s u i n g bank f o r the amount of 
n o t e s thus s h i p p e d . The i s s u i n g bank s h a l l t h e n c r e d i t the a c -
count of t h e f o r w a r d i n g bank, and s h a l l i n c r e a s e on i t s books 
the i t e m , " M u t i l a t e d Currency forwarded f o r redempt ion" j u s t as 
i f i t , i t s e l f , had s e n t u n f i t n o t e s d i r e c t t o t h e T r e a s u r e r f o r 
r edempt ion . 

2 . The T r e a s u r e r , on r e c e i v i n g such n o t e s , w i l l a d v i s e t h e 
f o r w a r d i n g banks of t h e i r r e c e i p t . 

3 . The T r e a s u r e r w i l l t h e n complete t h e t r a n s a c t i o n j u s t as 
i f t h e no t e s had been forwarded t o him f o r redempt ion d i r e c t by 
t h e bank of i s s u e , under the p l a n approved by t h e Treasury Depa r t -
ment and t h e F e d e r a l Reserve Board i n January , 191&. In accord— 
anca w i t h the p r o v i s i o n s of t h a t p l a n , the T r e a s u r e r w i l l iimie-
S i a t e l y a d v i s e b o t h the F e d e r a l rese rv$bank of i s s u e and i t s Fed-
e r a l r e s e r v e agen t of t he r e c e i p t of t h e n o t e s s e n t to him f o r 
r edempt ion , and w i l l redeem the n o t e s f o r t he account of t h e bank 
of i s s u e , no t f o r t h e account of t h e f o r w a r d i n g bank . 

•**» A f t e r t he n o t e s have been redeemed t h e T r e a s u r e r , a c t -
i n g unde r t h e powers of a t t o r n e y p rov ided f o r in t h e plan,, gove rn -
i n g t h e redempt ion of u n f i t n o t e s sh ipped d i r e c t by t h e F e d e r a l 
r e s e r v e bank of i s s u e , w i l l forward such n o t e s to t h e Compt ro l l e r 
of t h e Currency f o r c a n c e l l a t i o n and d e s t r u c t i o n , a d v i s i n g t h e 
F e d e r a l r e s e r v e agen t of t h i s a c t i o n . B 

By way of i l l u s t r a t i o n , a s p e c i f i c t r a n s a c t i o n would be 

conducted as f o l l o w s : 

( a ) The F e d e r a l Reserve Bank of Richmond r e c e i v e s from 
one of i t s member banks a d e p o s i t of u n f i t n o t e s of t h e F e d e r a l 
Reserve Bank of Chicago. 

(b ) Ac t ing unde r the power of a t t o r n e y g iven t o i t by t h e 
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Chicago bank, t h e Richmond bank forwards t he se u n f i t no tes t o 
t he T rea su re r f o r redemption f o r and in behalf of the Chicago 
bank, 

(c ) As soon as the Richmond bank makes the shipment d e -
s c r i b e d in pa rag raph (b) f t charges the account of the Fede ra l 
r e s e r v e bank and so n o t i f i e s Chicago. 

(d) Upon r e c e i p t of the n o t i c e forwarded under pa rag raph 
(c ) Chicago c r e d i t s the account of the Richmond bank and i n -
c r e a s e s on i t s books the item "Mut i la ted c u r r e n c y forwarded f o r 
redempt ion" . 

(e ) The T r e a s u r e r , on r e c e i p t of the no t e s sh ipped by 
Richmond, w i l l acknowledge r e c e i p t t o Richmond, w i l l a d v i s e both 
Chicago and i t s Federa l r e s e r v e agent s i m u l t a n e o u s l j j t h a t t he 
n o t e s have been r ece ived fo r the account of the Chicago 
bank, and w i l l redeem such no tes j u s t as i f t h s y had boon s e n t 
by the Fede ra l Reserve B^nk of Chicago d i r e c t t o t h e T r e a s u r e r 

f o r redempt ion. 

( f ) Upon r e c e i p t of the adv ice forwarded by t h e T r e a s u r e r , 
as provided in paragraph (e ) t h e Fede ra l Reserve Bank of C h i c a g o 
and i t s Fede ra l r e s e r v e agent w i l l r e c o r d t h e t r a n s a c t i o n in the 
manner o u t l i n e d in a c i r c u l a r l e t t e r from the Board da ted March 
24, 1916, h e r e t o a t t a c h e d , 

(g) When the notes have been redeemed t h e T r e a s u r e r w i l l 
d e l i v e r them t o t h e Comptrol ler of the Currency in t h e name of 
t he Fede ra l r e s e r v e agent a t Chicago and f o r h i s c r e d i t . 

(h) The Comptrol ler of the Currency, upon r e c e i p t of the 
n o t e s from the T r e a s u r e r , w i l l n o t i f y the Fede ra l r e s e r v e agent 
t h a t they have been rece ived f o r d e s t r u c t i o n , w i l l a r r ange fox 
t h e i r c a n c e l l a t i o n and d e s t r u c t i o n , and w i l l c r e d i t the a c c o u n t 
of the Federa l r e s e r v e agent of Chicago wi th the amount of the 
n o t e s when d e s t r o y e d . 

Very t r u l y yours , 

Governor-

I n c l o s u r e . 
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