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Subject: Regulations. Series of i920 .. 

Dear Sir:-

The Federal Reserve ~oard transmits herewith a copy of the 
preliminary draft of 1 ts new Regulations, Series of 1920. 'l'h.is draft 
h being submit ted to all Fade r~l Re ee rve :Ssnks and to me~e rs of the 
Federal Advisory Council for such suggestions as they may care to make. 

The Regulations in the new series will amend and supersede 
the.cotrespending ~gulations no~ in effect, all of whith ~ere issued 
in 191? wi. th the exceptions of Regulation F relating ~~i. ~Thist Powers 
9f Nat1onal :Sankeh which was issued in 1919 and Regul,tlan K, relating 
to "Bankihg Corporations authorized to l:lo Foreign Dank~tig Jusi'ness. under 
the tenns ot Section 25 (a)• of the Federal Reserve .Aet" i which wae 
issued in March of the present year. 

• Regulations .A, B, and t of the new series hail~ b~~n matetia.lly 
amended. For the convenience of those interested in stUdy~g the emend
mente to theee particular Re~lati~fld mimeographed copi~s ~e enclosed 
showing the new matter in capital type .. 

. The only changes in ~gulat;ion C, relating to ~ AC~epio~es by 
Member !anka of Drafts and :B111s of hcbange'' • are the substituiion of 
the wotd "remains" for the word "is'* in the twelfth line of. tb.e i'U•at 
pa.ragra.:ph and the insertion, Mtet; t~~ ~lalitehc~ ending with the worti 
"acceptance" of a sentence reeding a.s followet 

A trust receipt whith pe~ts the cUs~omet to ha.Yt eteee\~ 
to or control over the goods will not be considered by Federal 
Reserve Banks to be "actual security' within the meaning of 
these regulations .. A bill of lading draft, however, is •actual 
security" even sf ter the documents have been released, pro

vided, that the draft is accepted by the drawee upon or before 
the surrender of the documents. 

The only change in Regulation D, relating to "Time Deposita 
and Savings .Accounts" • is the insertion of the words "which n:ust be" 
after the word "notice" and before the word •given" in the next to the 
last line of the seeOI')d paragraph rela.tina to •Tiroe Deposits, Open 
Accounts", and the insertion ot the worde •which ·the bank may at ite option 
require to be" bet·ween the word "notice" an:l the word "given" in s'Ub
divbion (e) of the last pa.ra.gral)h relatms to "Time Certificates of 
Deposit~. · 
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Regulation H, rela.tlng to "Membership of S ta.te Banks and· Trust 
Companies" has not been changed except by OO..ding to the last sentence 
the words "and shall be made on. Fonn 105, which is made a :part of 
this regulation." 

Regulation J, relating to "Check Clearing and Collection" has not 
been changed except by the elimination of the last paragraph, nurr.ibered 
10. The Board does not think it advisable to consider at the present 
time other changes in this Regulation, although it is realized that the 
Regulation in its present form does not fully indicate the clearing 
and. collection functions now performed by Federal Reserve Banks. The 
Board believes that a more appropriate time to make further changes in 
this Regulation will "be after the litigation pending in the .Atlanta 
District has been terminated and after Congress has indicated what action 
it will take along the line of the Board's suggestion. contained in 
its letter of May 5, 1920, addressed to the Chainnan ·of the :Banking 
and ~rrency Committee of the House of Representatives. that Congress, 
by means of additional legislation, define its attitude toward the 
Federal Reserve par collection. 

Regulation K is identically the sarr.e as Regulation K, Series of 1920, 
referre"' to above as having been issued in March of the present year, 
except that the word "correspondents" has been inserted at the beginning 
of the fourth line of Topic XIV relatihg to "Deposits~. · 

Regulations E and F are identically the same e.s the corresponding 
Regulations issued in 1917 and 1919 respectively. 

The Federal Reserve Board, regards the issuance of the new series 
of Regulations as a m_atter of great importance to Federal Reserye Banks, 
member banks and the public generally. The Board will be glad to consider 
suggestions and invites those interested to give the matter c·areful study 
with a view to giving the Board the benefit of their views as promptlf as 
possible. For the convenience ot the Board in considering the. suggestions 
mad.et it is requested that the letters addressed to the Board upon this 
subject be sen.t in duplicate. 

Enclosure .. 

Yours very truly, 

Governor. 

To Governors of Fed-ral Reserve Banks, Federal Reserve .Agents, 
Meui>ers of Fe~ral Advisory Council. 
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D~ SHOWING NEW fii!ATTER 
IN CPP.IT.AtS~ 

REGULJITION fl 
Series of l~ :·r.:, 

(Supe"rseding Regulation A of 1917). 

RED I S C 0 UN T S UN DE R S E C T I 0 N 13. X-1995 

NOTES, DRAFTS, .AND BILLS OF "FXCHftNGE. 

L General St.atutory Provisions. 

ftny Federal Reserve Bank rr.ay discount for any of its member banks any 
note, draft, or bill of exchange provid-ed-
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(a) It has a maturity at the time of discount of not more than 90 d~s, 
eAclusive of days of grace: but if dravv.n or issued for agricultural purposes 
or based on live stock, it may have a maturity at the time of discount of not 
more than six monthst exclusive of days of grace. 

(b) It arose out of actual co.rnrr.ercial transactions; that is, it must be 
a note, draft, or bill of exchange wh,ich has been issued or drawn for agri
cultural, industrial, or commercial purposes, or the proceeds of which have 
been used or are to be used for such purposes. 

(c) It was not issued for carrying or trading in stocks, bonds, or 
other investment securities,· except bonds and notes of the Government of the 
United States .. 

(d) The aggregate of notes, drafts, and bills bearing the sign~ture or 
indorsement of any one borrower, whether a person, company, finn or corpora
tion redisco\mted for any one member 'bank WHETHER STPTE OR N./ITIONftL shall at 
no time exceed 10 per cent (SEE NCirE A) of the unimpaired capital and surplus 
of such bank; but this restriction shall not apply to the discount of bills 
of exchange drawn in good faith against actually existing values. 

(e) It is endorsed by a member bank. 

(f) It conforms to all applicable provisions of this regulation. 

NO FEDER.At FlEStRVE BANK 1\lltY DISCOUNT FOR .ANY ~.1EMBER ST.ATE :SANK OR TRUST 
CO"MP]INY PNY OF THE NOTES, DR~:ETS, OR :BILlS OF ANY ONE :BORROWER WHO IS LIABLE 
FOR BORR()UED MONEY TO SUCH STATE BflNK OR TRUST COMP~NY IN flN ftMOUNT GREATER 

''; TtiAN 10 PER CENT. •(SEE NarE B .. ) OF THE CJP IT~L flND SURPWS OF TH.AT STPTE 
r B.ANK OR TRUST COW .ANY, BUT IN DETERMINING THE llMOUNT OF MONEY BORROWED FROM 

SUCH STP'IE BJ\NK OR TRUST COMPANY THE DISCOUNT OF BILlS OF EXCHANGE DRllWN IN 
GOOD F.AITH .ftGfJ. NST .ACTU.AtLY EXISTING V.AUJES SHJLL NOT BE INCLUDED. 
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.ANY FEDER.~!. RESERVE l3./INY. ~lfJY MAilE JJJV .ttES TO ITS 'ME~'ffiER B~NKS ON THEIR 
~ROMISSORY NOTES FOR· .A PERIOD Nor EXCE~ING 15 DAYS, PROVIDED THAT THEY ARE 
SECURED BY NCYI'ES, DR.PFTS, BILLS OF EXCHftNGE, OR BJ,NRERS .ACCEPTJ\NCES WS:ICH JRE 
ELIGIBLE FOR REDISCOOO OR FOR PURCHASE BY FEDERJL RESERVE BJINKS. OR BY THE 
DEPOSIT OR PLEDGE OF BONDS OR NarES OF THE UNITED ST ftTES, OR BONDS OF THE 
WJIR FINJ\NCE CCRPORJlTION. . 

*Note J, .. UNDER THE 'I"'ER"MS OF SECTIO~ 11 (m) AS AMENDED BY THE 
.ACT OF MARCH 3, 1919, Ji FEDERftL RESERVE BANK MAY, 
UNTIL DECE~.OO:R 31, 1q20, REDISCOUNT FOR J.NY ~ER 
BJI~K, 1'1B'ETHER ST~TE OR rJ\TIONftL, NOTES, DR/IFTS, MID 

'.BILLS BEARING TBE SIGNJ\TURE OR INDORSEMENT OF ANY 
ONE l30RROOR IN AN ftMOUNT NOr TO EXL'EED 20 PER CENT, 
OF THE MEMBER B.ANK 1S CAPITAL AND SURPLUS, PROVIDED 
THJIT 'JIBE EXCESS OVER AND J\BOVE 10 PER CENT, BE SECURED 
BY BONDS OR NO!'ES OF THE UNITED STPTES ISSUED SINCE 
.APRIL 24, 1917, OR BY CERTIFIC.t'TES OF INDEBTEDNESS 
OF TBE UNITED STATE'S. 

*Note B. UNDER THE TER~.S OF SECTION ll (m) PS .A\1ENDED BY 
THE .ACT OF tt.ARCH 3, 1919, A FEDERAL RESERVE BAlK 
1\llftY UNTIL DECDIDER 31, 1920, REDISCOUN!' FOR A 
'MEMBER STATE B.ANK OR TRUST COMP/INY PAPER OF J\NY 
OOE BORROIER SECURED BY NO!' tESS THAN A LIKE F.AC! 
.AMOUNT OF :BONDS OR NarES OF THE UNITED STJ\TES 
ISSUED SINCE APRIL 24, 1917, OR CERTIFICATES OF 
INDEBTEDNESS OF 't'BE UNITED STATES, EVEN THOUGH 
SUCH STATE B.ANK OR TRUST COMPANY MAY .ALF.EA:OY HAVE 
LOANED TO THE :BORROWER UNDER HIS REGtJUR LINE OF 
CREDIT IN EXCESS OF THE TEN· PER CENT LIM!T DEFINED 

AtB OVE • · IF, HONEVER, THE MEMBER ST PTE B.Htt. OR 
TRUST COM!' ANY HAS LOANED TO ONE :BORRCWER IN EXcESS 
OF TltAT Tnt Pi!:R CENT LIMIT UNDER HIS BEGUt~R LINE 
OF CREDIT THE FEDERAL lm:SERVE B~NK C.AmiOr REDISCOUNT 
FOR THftT sr .ATE BANK OR TRUST COW .ANY ANY OF THE 
P JPER OF THAT BORROWER T .liKEN UNDER THAT REGULJoR 
LINE OF CREDIT BUT MAY REDISCOUNl' ~NY P JPER SECURED 
BY GOVERNMENT OBLIG.ATIONS OF THE KINDS SPECIFIED 
UP '1'0 m .AMOUNT NO!' IN EXCESS OF TWENTY PER CENT 
OF THE C.APIT.At AND sURPLUS OF SUCH STATE :B.ANK OR 
TRUST C~.ANY .. 
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ll. General Character of Notes, Drafts, and Bills of Exchange Eligible. 

The Federal Reserve Board, exercising its statutory right to define 
the character of a note, draft, or bill of exchange eligible for rediscount 
at a Federal Reserve Bank has determined that -

(a) It must be a note, draft, or bill of exchange the proceeds of 
which have been used or are to be used IN THE FtRST INSTANCE 
in producing, purchasing, carrying, or marketing goods •• 
in one or more of the steps of the process of production, 
manufacture. or distribution. (Note.) 

(b) It must not be a note, draft, or bill of exchange the proceeds 
of which have been used or are to be used for permanent or 
fixed investm::mts of any kind, such as land, buildings, or 
machinery .. 

(c) It must not be a note, draft or bill of exchange the proceeds 
of which have been used or are to be used for investments of 
a purely speculative character OR FOR THE PURpOSE OF tENDING 
TO SOME Ol'HER BORROWER. 

(d) It m~ be secured by the pledge of goods or collateral WHICH 
IS INELIGI13LE FOR REDISCOUNT, provided it, THE NorE, DRAFT, OR 
Bitt OF EXCHANGE,is otherwise eligible. 

IIi. ~pplicatign for Rediscoupt. 
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/Ill applications for the rediscount of notes, drafts or bills of exchange 
must contain a certificate of the member bank, in form to be prescribed by the 
Federal Reserve Bank, that, to the best of its knowledge and belief. such notes, 
drafts, or bills of exchange have been issued for one or more of the purposes. · 
mentioned in 11 (a), AND, IN THE CASE OF J. MEMBER STATE BANK OR TRUST COMPANY, 
.ALL JIPflLICATIONS MUST CON'N IN A CERTIFICATE OF GUARJNTY TO THE EFFECT TH.AT 
TBE :BORRcmER IS NOT tUBiiE, ftND WILL NOr BE PERMITTED TO BECOME tUBLE DURING 
THE TIME HIS PJI'PER IS HEI.D BY THE EEDER.At M:SERVE BANK, TO SUCH BJ..NK OR TRUST 
COMPANY FOR BORRmrED MONEY IN .AN .AMOUNT GREATER TH.AN THAT sPECIFIED IN l AJ)QW. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
••~. When used in this regulation the word "goods" shall be construed 

to include goods. wares, rrerchandise, or agricultural products, including 
live stock. 
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IV. promissory: Notes 

(a) Definition. P. promissory note, within the meaning of this re
gulation is defined as an unconditional promise, in writing, signed by 
the maker, to p~, in the United States, at a fixed or determinable 
future time, a sum certain in dollars to order or to bearer. 

b 711 

(b) Evidence of eligibility and requirement of statements.. .A Federal 
Reserve :Sank must be satisfied by ref.erence to the note or otherwise that 
it is eligible for rediscount.. Compliance of a note with ll(b) rna¥ be 
evidenced by a statement of the borrower showing a reasonable excess of 
qlck assets over current liabilities,Bt~ F:ttURE TO SHOW SUCH AN EXCESS 
DOES Nor OF ITSELF NECESSARILY 'PmtCtUDE EUGIBitiTY. The member bank 
shall certify in its application whether the note offered for redisebunt 
has been discounted for a depositor or another member bank or wbe:thet- it 
has been purchased from a nondepositor. It must also certify whether a. 
financial statement of the borrower is on file, 

Such financial statements must be on file with respect to all notes 
offered for rediscount which have been purchased from sources other than 
a depositor or a member bank~ With respect to any other note offered for 
rediscount• if no statement is on file, a Federal Reserve Bank shall use 
its discretion in taking the steps necessary to satisfy itself as to 
eligibility. It is authorized to waive the requirement of a statement. with 
respect. to any note discounted by a. member benk for a. depositor or another 

· member bank -

(1) If it is secureq by a warehouse, terminal, or other 
siudlar receipt co~ering goods in storage; 

(2) If the aggregate of obligations of the l?orrower re
discounted and offered for rediscount at the Federal 
Reserve Bank is less than a. sum equal to 10 l?er cent· 
of the -paid-in ca]?ital of the member bank and does 
not exceed $5,000. 

· V. Drafts. Bills of Exchange and Trade .Acceptances .. 

(a) Definition - P. draft or bill of exchange, within the meaning of 
this regulation i"s defined as an uncond.i tional order in writing, addressed 
by one person to another, other than a banker as defined under B (b). 
signed by the J?erson giving it, requiring the :person to whom it is addressed .. 
top~ in the United States •. at a fi~ed or determinable future time, a sum 
certain in dollars to the order of a speeified person; and a trade acce]?t• 
ance is ·defined as a draft or bill of exchange drawn by the seller on the 
purchaser of goods sold* end accepted by such purchaser. 

*Note: fl. CONSIGm6.NT OF GOODS OR A CONDITION.6t SJ.tE OF GOODS CANNOT BE 
CONSIDERED 11 GOODS SOW" WITHIN THE MEJ.NlNG OF THI-S CLAUSE, BUT THE 
PURCHASE PRICE OF GOODS PWS THE COST OF IJ.BOR IN EFFECTING TREIR 
INST~tLATION MJ.Y BE INCLUDED IN THE AMOUNT FOR WHICH THE T~DE 
ftCCE"PT .ANCE IS DRAWN. 
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(b) Evide nee of elit:,ibility. - A Fed';;::al Rc,serve Bank ,:]1a:i 1 bke 
such steps as it deems nec&ssary to satisfy its-slf as to the; dL,:i.bility 
of the draft or bill offerad for rediscount_.· unless it presents pn..rra 
facie evidence t~~reof or bears·a stan~ or certific~te aff)xe~ by the 
acceptor or drawer showing that it is a trade acceptance. 

· VI. Six Months 1 Agrieul tural Paper. 

(a) Definition. - Six months' agricultural paper1 viithin the me«n-
. irig of this regulation~ is defined as a note, dnft1 bill of exchange1 

or tnde acceptance drawn or issued for agricultural purposes1 or based 
on live stock; that is1 a note draft, bill of exchange) or trade acceptance 
the proceeds of which have been used, or are to be used for agricultural 
purposes1 including the breeding, raising, fattening~ or marketing of 
live stock, and which has a maturity ~t the tims of discount of not more 
than six months) exclusive of days of grace. 

(b) Eligibility~- To be eligible for rediscount six months 1 

aE,ricul tural paper~ whether a note., draft) bill of exchange or trade 
acceptance, must comply with the respective sections of this regulation 
~hich would apply to it if maturity were 90 days or less. 

712 

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



.. 

I' 

- 0 -

B X-1995 

(.A) DEFINITION4 - ft Bl\NltER 1S .. ~CCE:Fr JiNCE WITHIN ·rHE MEPNINr} 0} TTI!S 
REGUL.ATION IS DEFINED .~S P DRAFT OR BILL OF EXCHANGE OF WHICH THE .ACCEPI'OR 
IS f. BAiTK OR TRUST CO'MP.toNy, OR ft FIRM, PERSON, COMP..ANY OR CORPORATION EN
G~GED GENER~LLY IN THE BUSINESS OF GRJU'ING BPl'TKERS' .ACCEPTANCE CREDITS,. 

:'!" 

(B) ELIGIBILITY. - TO BE ELIGI:BU£ FOR REDISCOtml', TITE Bitt WHICH MUST 
H.toVE ft MATURITY Nr TIME OF PUROO:ISE OF NUI' MORE THflN THREE MONTHS,EXCWSIVE 
OF DftYS OF GRJICE, MUST HPVE BEEN DRAWN UNDER J CREDIT OPENED FOR THE 'PURPOSE 
OF CONDUCTING OR SETTLING JICCOUNTS RESUtTING FROM /! TRPr-.'ISJ.CTION OR TRANS
.ACI'IONS INVOLVING PNY ONE OF THE 'FOtLOW'ING CJ.SES: 

( 1) TID~ SHIPMENT OF GOODS BETWEEN THE UNITED ST.ATES AND JlNY :B'CREIGN 
COUNTRY, OR :BETWEEN mE UNlTFD ST PTES Jl\ID JNY OF ITS DEPENDEN
C!1'!S OR INSULM~. POSSESSIONS, OR BETWEEN FOREIGN COUNTRIES. 
fllB'ILE 11' IS NOT NFCESS~RY TRPT SHl'P"OING DOCUVENTS COVERING 
GOODS I't-1 TEE PROCESS OF SRlPMENT J3E P. T"t'ACHED TO DRA Fl'S DRAWN 
For\ TRF PURPOSE OF FINANCING TBE EXPORTA'nON OR IMPORTP.TION OF 
GOODS, ,~ WHitE IT MPY Nat' BE FSSENTUt, THEREFORE, TH.AT EACH 
SUCH DRJ.Fr COVER SPECIFIC GOODS .ACTUftttY IN EXISTENCE PT THE 
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TI'ME OF .liCCEPT~CE·, NEVERTHELESS IT IS ESSENTIAL AS A PRERE• 
Q)JISITE TO ELIGIBILITY "EITHE:R TRPT .A BILL OF LADING OR DOClM!:NT.ARY 
DRAFT DRJWN UPON THE BUYER OF GOODS BE /.ITT ftCHED P.T THE TIME THE 
BPNK DRAFT IS PRESENrED FCR .ACCEPTJNCE, OR; IN THE EVENT THAT 
THE GOODS COVERED BY THE CREDIT IDVE Nor BE"W .ACTU.AtLY SHIPPED11 
THJT THERE BE IN EXISTENCE p SPECIFIC PND BONP FIDE CONTit~CT 
BETWEEN THE CUSTOMER .AND SOME INDEPENDENT THIRD PJ Rl'Y, PROViDING 
FOR THE EXPORTATION OR IMPORT.ATION AT OR WITHIN .A SPECIFIED TIME 
OF THE GOODS TO BE FINft.NCED BY THE CREDIT- IT IS NvT ENOUGH 
TH Fr TEE CUSTOMER ftGREE WITH THE BJNK TIDT THE PROCEEDS OF THE 
.ACcEPT:ANCF Witt BE USED ONLY TO FINANCE 'THE PURCH ftSE OR SHIP-
~T OF GOODS TO BE FXPORTED OR IMPORTED ~ID FOR NO OTHER ~URPOSE. 

(2) TIW SHIPMEN!' OF GOODS WITHIN 'mE UNITED STPTES, PROVIDED SHIPPING 
DOCUMmTS CONVEYING OR SECURING TITlE ARE ./lTTACHED .AT THE TI~ 
OF .ACCEPTANCE, OR . 

(3) THE STORAGE OF REPDILY MMlKETPB!E ST.APLES, PROVIDED TILl[' THE BILL 
IS SECURED Jfr THE TIME OF .ACCEPT A N::E BY .A W P.REHOUSE, TERMIN.AL, 
OR OTHER SIMILAR RECEIPT • .AND PROVIDED l!URTHEB THPT THE Bitt 
REl11lAINS SECURED Tift OUGROUT ITS tiE£ • . IN THE EVENT THAT THE GOODS 
MUST BE WITHDRAWN FROM STORME PRIOR TO THE 'MATURITY OF THE 
PCCE?T /INCE FOR DISPOSJ.t IN SOME MANNER CONTEMPL/ITING f. t!Q) IDJ
TION OF THE CREDIT, J. TRUST RECEIPT OR CJJ.'HER SUCH DOCUMENT COVER• 
ING THE GOODS liND GIVING THE B.ANK JIN EQUITY IN THE GOODS OR THEir' 
PROCEFDS MJY :BE SUBSTITUTED IN LIEU OF THE ORIGINAL SECURITY, 
PROVIDED ~ftT SUCH SUBSTITUTION IS CONDITIONED uPON /. RE.ASON~BLY 
!li~UT'E: LIQJ lDft"l'ION OF T11E CREDIT.. IN ORDER TO INSURE C()Jf.. 
'PL!JIN CE WI'm TB'IS CONDIT ION FEDERJ t RESERVE BANKS MAY REQTJIRE, 
WHEN Tl1E ORIGINAL DOCtN'Em' IS REtEJ.SED~ EITRrn {11) TF!.AT THE 
PROCEEDS OF THE GOOBS WILL BE ftP'PtiED WITHIN A SPECIFIED TIME 
TOWJFIDS J. tiQUIDJITION OF THE ACCEPT J!NCE C:REDIT OR (B) TH~ A 
NEW DOCTMNT, Sillo11IJR TO TRE OOIG!NAL ONE • Witt BE RESUBSTITUTED 
WITHIN A. SPECIFIED TIME. 
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P.NY :SILt DR.t>WN BY P. BJ.NK OR :SJNRER IN P. FOREIGN CO"%"TRY OR T!Ef1i:l\Di<;M~~ 
OR INSUL.M':t ?OSSESS!ON OF TBE UNITED ST..ATES FOR THE PURPOSE OF FUP.NISHT.:\f(,. 
DOLLAR EXCHANGE, ~S PROVIDED IN REGUT1~TION C IS ELIG:LBtE FOR REDISCOUNT 
PROVIDED TfU.T IT R.AS J. ?o.UTURITY .AT THF TlME OF REDISCOUNr OF NOT MORE THPN 
THREE MONTHS, EXCtuSIVE OF DJ.YS OF GRJCE. 

IN ORDER TO BE l!IIGI:BLE, JCCEPT.ANCES FCR ANY ONE CUSTOMER IN EXCESS OF 
10 PER CENr OF THE C.AP!T.AL .AND stJRPLUS OF TEE ACCEPTING BANK MUST REMAIN 
SECURED THROUGHOUT THE LIFE OF T!JE .ACCF.PT.JINCE \EITHER BY SHIPPING DOCUMENTS, 
WftRE'HOOSE RECEl?rS, OR Ol'HER SUCH DOCU~TS COVERING READILY MARKETABlE 
ST~PLES, OR BY SOME OTT-!ER .ACTU.AL SECURITY GROWING OUT OF THE S.llME TRPNS
.ACTION .JI.S TB'E JCC"F':'P"T1~NCE. SUCH JIS DOCUMENTftRY DRPFTS, TRADE ~CCEPTJNCES, 

. TERMINAL R'ECEil?TS, OR TRUST RECEIPTS WHICH DO NOT PERMIT THE BORROWER TO 
ll./tVE JICCFSS TO OR C0~1TROL OVER TBE GOODS. 
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MJ.TURITY .. - JIL'rHOUGH J. FEDERJL RESERVE B~NK MAY LEGALLY REDISCOUNI.' (OR 
PURCR.ASE} AN ACCEPTJ.NCE H~VING ft MATURITY OF NCTI' MORE THP.N 90 DJYS />T THE TIME 
OF DISCOUNT, EACH ~ERPL RESERVE BPNK WY DECLINE TO Rt:DISCOUNT (OR PURCH.ASE) 
~NY .ACCEPT .ANCE THE l-MTUIUTY OF W'BICH IS IN EXCESS OF THF. USUJ.L CR CtJSTOlft.ARY 
lYERIOD OF CREDIT REQPIRED TO COMPL'E'l'E THE UND~LTING TR./INS~CTION OR WHICH IS 
IN EXCESS OF TFAT PERIOD REJSONABLY NttESS;RY TO FIN~NCE THF. TR~NS~CTION .. 
SINCE TBE PUR1='0SE OF 'PERMITTING TEE ACCE?TJNCE OF DRAFTS SECURED BY WAREHOUSE 
RECEIPTS OR CYrHER SUCH DOClTME:t-.J'TS IS TO PERMIT OF 'l'HE TEMPORARY BOLDING OF 
RE~DILY MJ.REETA"BIE ST/IPlES IN STORAGE PENDING A REJSON/I~LY IMMEl>I.ATE SALE, 
SHIPMENT, OR DISTRIBUTION, NO SUCH ACCEPTANCE· SHOUlD BJ.VE A MATURITY IN 
EXCESSOF THE TIME NECESSARY TO EmCT A REASONABLY IMMEDIATE S.ALE, SHIP~NT 
OR DISTRIBUTION INTO TEE 'PROCESS OF MANUFACTURE <R CONSUMPTION. 

ACCEPTPNCE CREDITS. - WHitE J. UATION!tt BANK MI\Y PRoPERLY ENTER INTO .AN 
AlREEMENT RAVING MORE THAN SIX MONTHS TO RUN BY WHICH IT OBtiG/ITES ITSELF TO 
.ACCE'PT DR~FTS .DRAWN U'PON IT, EJCH INDIVIDU.A"L DR.AFT .ACCEPIJ.'ED UNDER THE TERMS 
OF THJlT .AGREEMENT MUST CONFORM IN .ALL RESPECTS TO TFE PROVISIONS OF THE UW 
.AND Tl!ESE RE~TIONS. NO SUCH JICCEPT.ANCE J.GREEMENT, HONEVER, SHOU!D BE OF 
SUCH J CIDRJ.CTER .AS TO IMPOSE UPON THE HOLDER OF DRAFTS .ACCEPTED UNDER THAT 
.AGREF.ME'NT, Jl'NY OBLIG.AT!ON INC~TSISTENT WITH ITS PAYMENT IN DOLIJ.RS U'PON THE 
SPECIFIED MATURITY. IN.ASMUCH PS EliCH INDIVIDUAL JCCEP'l'.ANCE MUST ITSELF CONFORM 
TO THE TERMS OF THE !J.W, NO RENEW.AL DR.AFT, WHETHER OR Nor CONTRJlCTED FOR IN 
.ADV .ANCE, C.AN BE ELIGIBLE IF JCr THE TIME OF ITS ACCEPTANCE THE PERIOD RECVIRED 
FOR THE CONCWSION OF THE TRANSACTION OUT OF WHICH THE ORIGINAL DR.AFT WAS DRJ\WN 
SHPLL H.AVE ELAPSED.. THE FEDERAL RESERVE :BO.ARD MAY BE ABLE TO RUlE IN .ADVPNCE 
.AS TO THE ELIGIBILITY OF RENEW .Itt DRJ.Fl'S. IN C.ASES WHERE IT IS PR.ACTICAB!E /IT 
TtrE TIME THE ORIGThl~L DRAFT IS DR.AWN TO FO'RETELL WITH SUBSTANTIAL CERT/1! NrY 
THE CONDITIONS WHICH Witt EXIST AT THE TIME THE RENEW.At DRAFT IS TO BE DR.AWN 
BUT IN CPSES WHERE TH.aT IS NOT POSSIBlE THE QJESTION OF THE ELIGIBILITY OF 
RENEW.At DRP'FTS M!JST NECESSftRILY DEPEND UPON THE ST.AGE OF THE TR.ANSllCTION AT 
TBE TIME THE RENEW.ftt DRPFTS ARE DRAWN. 

(C) EVIDENCE OF EtiGIBILITY •. A FEDERAL RESERVE B./INK MUST BE SPTISFIED, 
EITHER BY REFERE1CE TO TH'Il: PC("E';FFl'P'f\TCE ITSELF, OR GrHERWISE, THAT IT IS EtiGIBU:: 
FOR REDISCOUNT. THE :BILL ITSELF SHotJU) :BE DRAWN SO ~S TO EVIDENCE THE CH/l.R.ACTER 
OF THE UNDERttiNG TRftNS.ACTION, BUT IF IT IS N<Jr SO DRAWN SATI SF~CTORY EVIDENCE 
MAY COt\SIST OF f. STAMP OR CERTIFICATE AFFtxED :BY THE ACCEPTOR IN FORM S.ATl5-
FftCTORY TO THE FEDERAL RESERVE BANK.. . 
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oPEN-V.ARK'ET PURCHASES OF BILTS OF EXCR.ANGE, TRADE ./ICCFPTAt ... 'CES, 
./I}ID BPNKERS ACCEPTANCES UNDER SECTION 14. 

Hegulation B. 
Series of 1920. 

DRAFT SHOWING NEW 
~T~ER IN CP?ITPtS. 

(Superseding Regulation B of 1917~ 

'.I. General Statutory Provisions .. 

Section 14 of the Federal Reserve .Pet permits Federal Reserve Banks 
under rules and regulations to be prescribed by the Federal Reserve Board 
to purchase and sell in the open market from banks, firms, corporations, 
or individuals, bankers' acceptances and bills of exchange of the kinds 
and maturities made eligible by the ]let for rediscount, with or without 
the indorserrent of a member bank. . 

II. General Character of Bills and Acceptances Eligible. 

The Federal Reserve Board, exercising its statutory right to regulate 
the purchase of bills of exchange and acceptances, has determined that a 
bill of exchange or acceptance, to be eligible for purchase by Federal 
Reserve Banks under section 14 -

(a) ~/lUST CONFORM TO THE R"ELPTIVE ~q]IREMENTS OF REGU~TION A. 

(b) \1UST EAVE A ~lATURITY ft.T THE TIME OF PURCHASE OF NOT MORE 
THAN NINETY DPYS, EXCLUSIVE OF D.AYS OF GRJICE, BUT NEED 

. NOl'JAT THE D!SCR'STION OF THE FEDERAL RESERVE B.~, BE 
INDORSED BY A ME'tJIBF.R BPNK. 

{c) Must have been accepted by the drawee prior to purchase by 
a. Federal Reserve Bank unless it is EITHER accorrpanied and 
secured by shipping documents or by a warehouse, terminal, 
or other similar receipt conveying security title OR BEARS 
A SA'l'ISF.AcrORY BANKING INDORSEMENT. 

(d) A BILL OF EXCHANGE, UNLESS INDORSED BY A MEMBER BANK, IS Nar 
ELIGIBtE FOR PURCHASE UNTIL A SPTISF.ACTORY STATEMENT HAS BEEN 
FURNISHED OF THE FINANCIAL CONDIT ION OF ONE OR MORE OF THE 
P .ARTIES THERETO. 

A BANKERS' .ACCE'F.11' PNCE, UNLESS ACCEPTED OR INDORSED BY A MEMBER 
B.ANK, IS NCY!' ELIGIBLE FOR "PURCB:ASE UNTIL THE .ACCEPTOR H.AS FUR.;. 
NISHED .A SATISFACTORY STATEMENT OF ITS FINANCIAL CONDITION 
IN FORM TO BE A"P'PROVED BY THE FEDERAL RESERVE B.ANK AND HAS 
AGREED IN WRITING WITH I FEDER.A L RESERVE BANK TO INFORM IT 
uPON REQJEST CONCERNING TB:E TRANSACTION UNDERLYING THE 
ACCEPTANCE .. 
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DRlFT SHONING NEW 
•tAT'l'ER IN CA"PIT .~LS. 

X--l995 

Regulatiom I. 

r 716 

Series of l920. 
(Supersedi:lg Reg,.llation I of 19li) 

INCREASE OR DECREASE OF C.APIT .A L STOcK OT? FEJ..iE:R.; L RESERVE 
BANKS .AND CEEL L.ATION OF OLD .11!-.TD ISSUE C"9 fEW STOCn: 

CERTIFI CftTES. 

Increase of Capital Stoc~. 

Whenever the C'@ital stock of any Federal Reserve :Bank shall be increased 
by new banks becoming mernbbrs, or by the increase of PPID-UP capital or 
surplus of tmy member bank and the allotment of nddi tional capital stock to 
such bank, OR 'BY THE CONSOLIDATION OF A TVJE~ER :B..r'NK WITH /JNY at'HER BANK OR 
RANKS, 1IJ1EMBER OR NONMEMBER, UNDER THE CHJ\RTER OF ONE OF THE CONSOLIDATING 
~$MBER BANKS, THE CAP IT 1\L /IND SURPLUS OF THE CONSOLIDATED 'BANK BEING IN 
E~CESS OF THF. ~GGREG~TE CP'PITJ.L AND SUR"PLUS OF THE CONSOtlDP.TING MEMBER 
:BANKS, .A~ID THF /IL1.0TMENT OF /IDDITION.AL STOCK TO SUCH CONSOLIDATED BJ!NKS, 
tb6 board of directors. of such Federal Reserve Bank shall certify such 
increase to the Comptroller of the Currency on Form 5S, which is made a part 
of this regulation. SUCH CERTIFICATIONS SHJILL BE MJIDE QU.ARTERLY .AS OF THE 
FIRST DAYS OF JANUJ.RY, JPR!t, JULY JI}I"D OCTOBER OF E.ACH YE.AR. 

Decr~ase of Capital Stock. 

1. ~~enever a member bank reduces its ?~!D-UP capital stock or surplus, 
and, in the case of reduction of THE PAID-L~ capital OF P NATIONAL BPNK, such 
reduction hM been approved by the Comptroller of the Currency end by the 
Federal Reserve Board in acconiance with the provisions of Section 2! of the 
Federal Reserve Pet, it shall file With the Federal Reserve Bank of whiCh 
it is a member an application FOR THE SURRENDER .AND C.ANCEttATION OF STOCK 
on Form 6o, which is made a part of this regulation. When this ap}'lication 
has been approved 'BY THE F.EDER.At RESERVE .AGENT ~ND THE FEDERAL RESERVE 
BOARD the Federal Reserve Bank shall ACCEPT snd cancel the STOCK WliiCH THE 
J.PPLYING B.ANK IS ENTITLED TO SURRENDER .AND SHALL refund. to the member bank 
the proportionate amount due such bank on account of the STCCK cancelled. 

ii. 1'11henever a member bank shall be declared insolvent and a receiver 
appointed by the proper authorities, such receiver shall file with the 
Federal Reserve Bank of which the insolvent bank is a member an application 
on Fonn 87, which is made a part of this regulation, for the surrender and 
cancellation of the stock held by, and for the refund of all balances due . 
to such insolvent member bank. Upon approval of this application by the 
Federal Reserve Agent .AND TRF. FEDERAL RESERVE BOPRD, the Federal Reserve 
Bank shall accept e.nd cancel the stock surrendered, and shall adJust accounts 
between the· member bank and the Federa1 Reserve 'Bank by applying to the 
indebtedness of the insolvent member bank to such Federal Reserve Bank all 
cash-paid subscriptions made by it on the stock canceled with one-half of l 
per centum per month from the period of last dividend, if earned, not to 
exceed the book value thereof, and the balSllCe, if any, shall be :paid to 
the duly authorized receiver of such insolvent member bank. 

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



X-1995 
rl • 

-2-

II1. \~enever a member bank goes into voluntary liquidation and 
a liquidating agent is appointed, such agent shall file with the Federal 
Reserve Bank of which it is a member en application on Form S6, which 
is made a part of this regulation, for the surrender and cancellation 
of the stock held by ond for the refund of E'~l baltmces due to such 
liquidating member bank. Upon approval of this application by the 
Federal Reserve Agent AND THE FEDERPL RESERVE BOJnD, the Federal Reserve 
Bank shall accept and cancel the stock surrendered, and shall adjust 
accounts betNeen the liquidating n:eniber bank md. the Federal Reserve 
Bank by applying to the indebtedness of the li<pidating member bank 
to such Federal Reserve Bank all cash-paid subscriptions made by it 
on the stock canceled with one-half of 1 per centum per month from the 
period of last dividend, if earned, not to exceed th~ book value thereof, 
and the balance, if any, shall be paid to the duly authorized liquidating 
agent of such liquidating member bank. 

IV • WHENEVER ME!'IIIBER BANRS CONSOLID.IITE UND'FR THE CHARTER OF ONE OF 
SUCH B .A'N'RS, ( 1) THE 1' /1 ID-uP C.IIP !'1' .IlL JND S1JP'DLUS OF THE CONS OLID.ATED B/INK 
BEING tESS TB:.IIN 'tl1E .AGGREG.IITE P.AID-UP C/IP!TPL J!ND SURPLUS OF THE CONSOLI• 

~ DPTING ll./l~H~S • THE CONSOLID.A'tED B./INK SHP.L t 'F'IIE 11TITJI T'AE FEDERAL RESERVE 
B.IINK OF m.IICH IT IS A .MEMBER, AN /lP'PLICJ!TION FOR TnE SURRENDER AND CAN-
CELLATION OF STOCK (SEE FORM , WHICH IS MJDF P P/IRT OF THIS REGtJ-
UTION).. UPON THE .App-qQV.AL OF THIS JPPLIC/lTION BY THE FEDERAL RESERVE 
PGENT JlND THE FEDERAL RESERVE BO.AFID, THE :FEDERAL RESERVE BJNK SHALL ACCEP!' 
.ftND CPNCEL THE STOCK WHICH TEE APPlYING BftNK IS ENTITtED TO SURRENDER, 
11!-ID SB.IILL REFUND TO THE Pt>PLYING BANK TRZ PROPORTIONATE P.MOUNT DUE SUCH 
EftNK ON .ACCOUNT OF THE STOCK CPNCFL tED. 

V • !LL REDUCTIONS OF THF. C.A?ITftL STOCK OF P FEDERJ.t RESERVE B.ANK 
SPPtt, IN ACCORDANCE WITH THE PROVISIONS OF SECTION 6 OF THE FEDERAL 
RESE?VE PCT, BE CERTIFIED TO THE C01VIPTROLIEB OF THE CURRENCY BY THE BOARD 
0"6' DIRECTORS OF SUCH FEDERPL RESERVE BPNK ON FORM 59, WHICH IS W.DE A 
PART OF THIS REGTJrJTION. SUCH CER'l'IFICPTIONS SHPLL BE MJIDE QUARTERLY 
.AS OF THE FIRST DPYS OF JftNUJ.RY, l'PRIL, JULY JIND OCTO:BER OF EACH YEAR. 

CANCEtTteTION OF OLD .AND ISSUE OF NEW STOCK CERTIFICATES 
I 

WHENEVER A MEJI!iBER BANK CH.ANGES ITS Npm; OR, BY CONSOLIDJITION WITH 
PNOTHER MEMBER ( 1) B.ANK ACQUIRES THE FEDERAL RESERVE BJINK STOCK PREVIOUSLY 
HELD BY SUCH Ol'HER MEMBER BANK, I'l' Sq]ILL SURREliDER TO THE FEDERAL RESERVE 
BANK 'l'HE CERTIFICPTF. OF FEDEB.AL RESE~VE B.6NK STOCK WHICH W.AS ISSUED TO 
IT UNDER ITS OLD NJTII'E, OR WHICH V'.IIS ISSUED TO SUCH OTHER MIDI!BER BANK... THE 
CERTIFIC.IITF. SO SUR:RFND'FRED SlULL BE ENDORSED BY THE MEMBER B.ANK SURRENDERING 
IT OR BY THE M.Efii'BER BA~TK TO 'l1l1 ICR IT W/IS ORIGINALLY ISSUED AND SHJ\LL BE 

(1).. THE .GCT GF CONGRESS ENTITLED ".AN Am 'flO 'PROVIDE FOR T'HE CONSOLIDATION 
OF NATIOOAL BftNKING .ASSOCIATIONS", .AP'PROVED NOV»!BER 7. 1918, PD~! 
NATIONAL BANKS TO COESOLIDPTE ONLY WITH THE A?OROVAL OF TBE COMPTROLLER OF 
THE CURRENCY. 
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ACCOMP~NIED :BY PROPER PROOF OF THE CHftNGE OF N.Al\AE OR CONSOLIDATION. 
UPON RECEIPT 'OF SUCH CERTIFICftTE OF STOCK SO ENDORSED. TOGETHER WITH 
SUCH PROOF, TEE FEDERAL RESERVE :B.ANK SHALL CftNCEL THE CERTIFICATE SO 
SURRENDERED AND S'qALt ISSUE IN t!EU THEREOF TO AND IN THE NAME OF 
THE 'ME'I.BER :BANK SURRENDERING IT A NEW CERTIFIC~TE FOR THE NDMBER 
OF SR.ARES REPRESEN'l'ED BY TEE CERTIFICI>TE SO SURRENDERED, OR IF TEE 
~MBER 'BANK IS ENl'ITtED TO SUBRENDEF SOME OF THE STOCK V;H ICR IS 
REPBESENTED BY THE SUR>{ENDE'RED CERTIFICATE, PND .AN ~P!JLICATION POR 
THE SURRENDER AND Cft.'NCEttATION OF SUCH STOCK IS J>.T THE SA~ TINE 
MADE IN .ACCORDANCE WITH TB!S FEGtTLATION, THE NEW CERTIFIC/I.TE SHALL 
BE FOR THE NUMBER OF SHP.RES REPRESENrED BY THE SURRENDERED CERTIFI
CATE LESS THE NUMBER OF SH/IRES cmCELtED PURSUM TO SUCH APPLICATION .. 
ALl1 CASES WRE:RE CERTIFICATES OF STOCK .ARE SURBENDERED AND NEW CER
TIFICA'!ES ISSUED IN LIEU THEREOF PND IN ~~ DIFFERENT NAME SHALL 13E 
REPORTED TO THE FEDERAL RESERVE BOARD P"! THE WDERAL RESERVE AGENT • 
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