
FEDERAL RESERVE BOARD 
WASHINGTON 

F e b r u a r y 2 6 , 1 9 2 1 . 
k 

CON.I?lIi>MTIAL X-3056 

S u b j e c t ; C r e d i t by Treasury i n c a s e of Loss of 
Hal f U. S. Currency f o r w a r d e d f o r Redemption. 

Dear S i r : 

There i s e n c l o s e d h e r e w i t h f o r your 
i n f o r m a t i o n copy of a l e t t e r d a t e d February 1 2 , 
1 9 2 1 , from t h e A s s i s t a n t S e c r e t a r y of t h e T r e a s -
u r y t o t h e Comptro l ler of t h e T r e a s u r y , w i t h r e f e r -
e n c e t o t h e Treasury g i v i n g c r e d i t t o F e d e r a l 
R e s e r v e Banks in case e i t h e r t h e l o w e r or upper 
h a l v e s of c a n c e l e d Uni ted S t a t e s paper money s h i p p e d 
t o Washington f o r redempt ion by Federa l R e s e r v e Banks 
uncler c o n f i d e n t i a l i n s t r u c t i o n s o f t h e S e c r e t a r y of 
t h e T r e a s u r y , d a t e d August 2 0 , 1 9 2 0 , s h o u l d b e l o s t 
i n t r a n s i t , t o g e t h e r w i t h a copy of t h e C o m p t r o l l e r ' s 
r u l i n g . The Comptrol ler has b e e n a s k e d t o w i t h h o l d 
t h i s d e c i s i o n from p u b l i c a t i o n and i t i s r e q u e s t e d 
t h a t your Bank t r e a t t h i s correspondence a s c o n f i -
d e n t i a l . 

Very t r u l y y o u r s , 

- , R» G, Emerson, 
nc o s u r e . A s s i s t a n t t o Governor, 

TO CHAISMEKT OF AIL FEDW.HL RES63m BANKS. 
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F e b r u a r y 1 9 , 1 9 2 1 . 

The H o n o r a b l e 
The S e c r e t a r y of t h e T r e a s u r y , 

S i r ; 

I have your l e t t e r of February 1 2 , 1 9 2 1 , r e q u e s t i n g t o be 
a d v i s e d w i t h r e s p e c t t o t h e i n q u i r y of a F e d e r a l R e s e r v e Bank 
w h e t h e r u n d e r t h e p r o c e d u r e of r e d e m p t i o n of c u r r e n c y b y t h o s e 
b a n k s and i t s sh ipment i n h a l ves by d i f f e r e n t r e g i s t e r e d m a i l s , 
t h e l o w e r h a l %es g o i n g by one and t h e upper h a l v e s by a n o t h e r , 
i f e i t h e r h a l v e s s h o u l d be l o s t would c r e d i t be g i v e n upon r e -
c e i p t and v e r i f i c a t i o n of t h e o t h e r h a l v e s . 

The r e g u l a t i o n s p r e s c r i b e t h a t m a n i f e s t s h o u l d b e p r e p a r e d 
of t h e s h i p m e n t s upon w h i c h i s s t a t e d t h e c o n t e n t s of t h e pouch 
g i v i n g t h e l o t number, package numbers , d e n o m i n a t i o n s , amount of 
i t e m s and t o $ a l amount. The o r i g i n a l m a n i f e s t of t h e upper 
h a l v e s i s r e q u i r e d t o b e s e n t t o bhe T r e a s u r e r of t h e U n i t e d 
S t a t e s and t h e o r i g i n a l of t h e m a n i f e s t of t h e l o w e r h a l v e s i s 
r e q u i r e d t o b e s e n t t o t h e S e c r e t a r y of t h e T r e a s u r y , D i v i s i o n 
of Loans and Currency . These o r i g i n a l s a r e s e n t s e p a r a t e l y f rom 
t h e p o u c h e s . I s h o u l d t h e r e f o r e c o n s i d e r t h a t upon r e c e i p t of 
e i t h e r h a l f , t o g e t h e r w i t h a m a n i f e s t showing t h e shipment o f 

t h e o t h e r h a l f t h e r e would b e a u t h o r i t y t o g i v e c r e d i t f o r b o t h 
h a l v e s . The p r e s u m p t i o n must b e t h a t t h e h a l v i n g of t h e n o t e s 
and t h e o t h e r c a n c e l l a t i o n mark, two punched h o l e s , a r e s u f f i -
c i e n t t o p r e v e n t t h e n s e or p a s s i n g of any of t h e h a l v e s a s 
c u r r e n c y . The p r i m a r y e v i d e n c e , of c o u r s e , of t h e r e d e m p t i o n i s 
t h e n o t e but t h e sh ipment i n h a l v e s b e i n g a m a t t e r of p r o t e c t i o n , 
i f l o s s s h o u l d o c c u r of t h e one or t h e u t h e r t h e very p u r p o s 3 
of t h e sh ipment of h a l v e s i s put t o t h e t e s t and we must assume 
i s e f f e c t i v e . The f a c t s n e c e s s a r i l y w i l l a l w a y s have t o b e c o n -
s i d e r e d i n c o n n e c t i o n w i t h g i v i n g c r e d i t f o r any l o s s c l a i m e d 
and when t h i s i s s u f f i c i e n t ] v e s t a b l i s h e d J. c o n s i d e r y o u would 
b e a u t h o r i z e d t o a l l o w t h e c r e d i t s on what may be termed t h e 
s e c o n d a r y e v i d e n c e , t h a t i s t o s a y , s h i p p i n g m a n i f e s t s of t h e 
l o s t h a l v e s . 

I t a p p e a r s t o b e s u g g e s t e d t h a t a q u e s t i o n m i g h t a l s o a r i s e 
of b o t h h a l v e s b e i n g l o s t . Such a c a s e h a s n o t b e e n known and I 
do n o t t h i n k i t n e c e s s a r y a t t h i s t ime t o e x p r e s s any v i e w on 
what m i g h t b e t h e a u t h o r i t y i n such a c a s e . 

R e s p e c t f u l l y , 

( S i g n e d ) W. W„ Warwick 

C o m p t r o l l e r 
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TREASURY DEPAWfWT 

WASHiyrGTOTT 

February 12, 1921, 

The C o m p t r o l l e r 
of t h e T r e a s u r y . 

S i r : 

The Governor o f t h e F e d e r a l Reserve Board i s i n r e c e i p t 
o f t h e f o l l o w i n g t e l e g r a m from a Federa l R e s e r v e Bank: 

" R e f e r r i n g t o c o n f i d e n t i a l i n s t r u c t i o n s from t h e 
S e c r e t a r y of t h e Treasury i n r e s p e c t t o e x c h a n g e s , r e -
p l a c e m e n t and redempt ion of U n i t e d S t a t e s paper c u r r e n -
c y , b e a r i n g d a t e of August 3 0 , 1 9 2 0 , no p r o v i s i o n i s 
made f o r t h e l o s s of a shipment of e i t h e r l o w e r s or u p -
p e r s Of c a n c e l e d paper c u r r e n c y sh ipped f o r r e d e m p t i o n . 
I n t h e c a s e of l o s s of s h i p m e n t of e i t h e r u p p e r s o r l o w -
e r s w i l l t h e d e p a r t m e n t c r e d i t , upon r e c e i p t and v e r i f i -
c a t i o n , t h e o t h e r h a l v e s ? Thirds: we s h o u l d h a v e a l e t t e r 
f r o m t h e d e p a r t m e n t p l a i n l y i n d i c a t i n g t h e i r p o s i t i o n i n 
t h i s c o n n e c t i o n o t h e r w i s e we s h o u l d i n s u r e e a c h s h i p m e n t , r t 

Upon t h e d i s c o n t i n u a n c e of t h e S u b t r e a s u r i e s , t h e S e c r e t a r y 
c h a r g e d t h e F e d e r a l Reserve Banks w i t h the currency t r a n s a c t i o n s 
p r e v i o u s l y f u n c t i o n e d a t t h e S u b t r e a s u r i e s , and r e q u i r e s such banks 
w i t h r e s p e c t t o u n f i t U n i t e d S t a t e s c u r r e n c y r e c e i v e d t o make a p -
p r o p r i a t e a s s o r t m e n t t h e r e o f and c a n c e l and forward t o t h e Treasurer* 
To e f f e c t c a n c e l l a t i o n , the n o t e s a r e cut i n h a l f l o n g i t u d i n a l l y and 
two o n e - h a l f i n c h h o l e s punched i n e a c h h a l f . The l o w e r s a r e f o r -
warded b y r e g i s t e r e d mai l t o t h e D i v i s i o n of Loans and Currency and 
b y l a t e r r e g i s t e r e d mai l t h e uppers are forwarded t o t h e T r e a s u r e r 
o f t h e U n i t e d S t a t e s . 

T h i s p r o c e d u r e w i t h r e s p e c t t o c a n c e l l a t i o n and sh ipments of 
c a n c e l e d c u r r e n c y i s i n e s s e n t i a l f e a t u r e s t h e same a s p r e v i o u s l y 
was p r e s c r i b e d w i t h r e s p e c t t o c a n c e l l a t i o n and s h i p m e n t s b y 
A s s i s t a n t T r e a s u r e r s o f t h e U n i t e d S t a t e s . 

A f t e r r e c e i p t of c a n c e l e d U n i t e d S t a t e s c u r r e n c y i n t h e D i v i -
s i o n of Loans and Currency and i n t h e O f f i c e of t h e T r e a s u r e r of 
t h e U n i t e d S t a t e s , and a f t e r e x a m i n a t i o n t h e r e o f , the c o r r e s p o n d i n g 
h a l v e s of t h e shipment a r e d e l i v e r e d f o r d e s t r u c t i o n ; and upon 
c e r t i f i c a t i o n of e x a m i n a t i o n and d e s t r u c t i o n , f i l e d w i t h t h e A u d i t o r , 
a p p r o p r i a t e c r e d i t i s gitren t h e T r e a s u r e r of t h e U n i t e d S t a t e s ob 
a c c o u n t of t h e r e d e m p t i o n . The sys tem h a s been i n e f f e c t a s be tween 
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Sub t r e a s u r i e s and t h e Department f o r more t h a n t e n y e a r s w i t h o u t 
a l o s s i n sh ipment o c c u r r i n g * I t i s c o n c e i v a b l e , h o w e v e r , t h a t 
t h r o u g h a c c i d e n t s or t h e f t , l o s s e s w i t h r e s p e c t t o s h i p m e n t s from 
F e d e r a l R e s e r v e Banks w i l l o c c u r . F e d e r a l R e s e r v e Banks a r e n o t 
a p a r t of t h e T r e a s u r y of t h e U n i t e d S t a t e s a s were t h e Sub t r e a s -
u r i e s and i t seems a p p r o p r i a t e t o g i ^ e t h e banks a s s u r a n c e of the 
T r e a s u r y ' s p o s i t i o n i n c a s e of t h e l o s s or d e s t r u c t i o n of a shipment 

Under t h e c o n d i t i o n s imposed by t h e T r e a s u r e r o f t h e U n i t e d 
S t a t e s , w i t h t h e a p p r o v a l of t h e S e c r e t a r y , w i t h r e s p e c t t o t h e r e -
d e m p t i o n of m u t i l a t e d c u r r e n c y , i t would seem i m p o s s i b l e t h a t a 
c a n c e l e d h a l f n o t e , i f p r e s e n t e d , would be honored* I t i s a l m o s t 
i n c o n c e i v a b l e t h a t b o t h u p p e r s and l o w e r s of a sh ipment s h o u l d both 
b e l o s t or d e s t r o y e d * I f t h e q u e s t i o n were one of a d m i n i s t r a t i o n 
o n l y , I f e e l t h e S e c r e t a r y would be e n t i r e l y j u s t i f i e d i n p a s s i n g 
f u l l c r e d i t i n t h e e v e n t of t h e l o s s or d e s t r u c t i o n of t h e u p p e r s 
or l o w e r s upon r e c e i p t of c o r r e s p o n d i n g l o w e r s or u p p e r s and a c -
c e p t a b l e p r o o f a s t o the c a n c e l l a t i o n and shipment of t h e l o s t or 
d e s t r o y e d h a l f n o t e s and t h e c i r c u m s t a n c e s of t h e i r l o s s or d e s -
t r u c t i o n . B u t , of c o u r s e , t h e n a t t e r i s n o t one w h o l l y o f a d -
m i n i s t r a t i o n , f o r i n t h e end t h e a p p r o p r i a t e c r e d i t t o be g i v e n 
must be d e t e r m i n e d by the Audi tor* 

In t h e s e c i r c u m s t a n c e s , I w i s h you would a d v i s e me i n the 
p r e m i s e s , t h a t a p p r o p r i a t e r e p l y may be s e n t t h e Governor of the 
f e d e r a l R e s e r v e Board f o r t r a n s m i s s i o n t o t h e F e d e r a l R e s e r v e 
-Banks, and f o r t h e i r i n f o r m a t i o n , A copy of t h e c o n f i d e n t i a l c u r -
r e n c y i n s t r u c t i o n s of August 3 0 , 1 9 2 0 , i s e n c l o s e d f o r y o u r i n -

R e s p e c t f u l l y , 

( S i g n e d ) S. P# G i l b e r t , J r . 

A s s i s t a n t S e c r e t a r y of t h e Treasury* 
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