X-1530

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED JULY 1, 1932

CHANCES IN STATE BANK. MEMBERSHIP:

Dis~
trict Capital Date

Admitted to Membership:

2 Ontario County Trust Co., Canandaigua, N. Y., « « « . $300,000 6-29=-32

7 Illinois Bank & Trust Co., Rockford, Ill:, « . s . « 200,000 7= 1=32

Consolidationt

12  Anglo-California Trust Co., San Francibeo, Calif., 1,500,000  6«30-32
Anglo & London Paris National Benk, + ¢« » . . . . . 10,000,000
Consolidated under charter of latter anmd title of
Anglo Califernia National Bank of San Francisco,: s 10,400,000

NATIONAL BANKS GRANTED TRUST POWERS:

None.

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



X~1530

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED JULY 8, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Dis-
trict Capital Date

Adnitted to leubership:

6 Merchants & Formers Bank of Greene County, )
Butaw, Ala. 56,000 6~ 832

NATIONAL BANKS GRANTED TRUST POWERS:

None.

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



FEDERAL RESERVE BOARD ANNOUNCELIZNT
WEEK ENDED JULY 15, 1932

CHANCES IIN STATE BANK I.EMBERSHIZ:

Dis~
trict Capital
Adnitted to Membership:
None.
Absorption of Nonmember:
3 State Bank of Schuylkill Haven, Pa., nommember, {360,500
Absorbed jointly by Schuylkill Haven Trust Co., 125,000
 (member)
and the First National Bank & Trust Cosy « . & 125,000
Absorbed by Nommember:
3 Dime Savings & Trust Coe., Allentown, Pa.,member, 500,000
Absorbed by Lehigh Valley Trust Co., nonmeiber, 500, 000
Consolidation with Nommember:
3 Lock Haven Trust Co., Lock Haven, Pa., meaber, 250,000
Clinton PTrust CoO., NOMIEHDEr, « o « « o + o+ + & 200,000
Consolidated to form the Loclt Haven Trust Co.
3 Berks County Trust Co., Reading, Pa., meaaber, 1,000,000
Colonial~-Northeastern Trust Co., nommember, 1,500,000
Consolidated to form the Berks Coum;y Trust Co., 1,500,000
Absoarbed by National Bank:
3 Union Savings Banlk & Trust Co., Wilkes-Barre, Pa. 500,000

Absorbed by the Wyoming Natiocnal Bank (1-26-32) 500,000
(Membership terminated 7- 1-32 tirough voluntary
withdrawal, liquidation not having been completed).

NAT IONAL BANKS GRANTED TRUST PCWIRS:

None.

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

7~ =32

6-11-32

6-30-32

7~ 1-32



X-1530

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED JULY 22, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Dis-
trict Capital Dat e
Admitted to Membership:
None.
Absorbed by National Bank:
3 Penn Trust Company, Allentown, Pa., member, $ 400,000 7w16-32
Absorbed by Allentown National Bank, . « « » 1,000,000
Change of Title:
8 The Jefferson Bank, St. Louis, Mo., has changed 6~ 9-32
its title to Jefferson Bank & Trust Co.
NATIONAL BANKS GRANTED TRUST POWERS:
5 Planters Natioha.l Bank in Fredericksburg, Va.{Full powers) 7-19-32
7 First National Bank in Sioux City, Iowa (Full powers) 7-19-32
11 First National Bank, Port Arthur, Texas(Supplemental powers) 7-20-32

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



X~1530
FEDERAL RESERVE BOARD ANNOUNCELENT
WEEK ENDED JULY 29, 1932
CHANGES IN STATE BANK MEMBERSHIP:
Dis~
rick Capital Date
Admitted to Membership:
10 Wahoo State Bank, Wahoo, Nebre, « « « » « o $40,000 7-25-32

NATIONAL BANKS GRANTED TRUST POWERS :

None.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Digitized for FRASER
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FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED AUGUSI 5, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Capital

Admitted to Membership:

None.

. Absorbed by National Bank:

Liberty Trust Company, Allentown, Pa., member, $653,150

Absorbed by Lehigh Valley Trus+t Co.,nommember 500,000

NATIONAL BANKS GRANTED TRUST POWERS:

Pirst National Bank, Morgantown, N. C. (Full powers)
Midland National Bank & Trust Co., Minneapolis, Minn.
(Additional powers)
City National Benk & Trust Co., Oklahoma City, Okla.
(Additional powers)
First National Bank, Kemmerer, Wyo. (Additional powers)
First National Bank, Shreveport, La.(Additional powers)

Federal Reserve Bank of St. Louis

X=1530

Date

7-30=-32

7-29-32
8-~ 4-32
7-30-32

8-~ 2-32
7=R9=32
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X-1530
FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED AUGUST 12, 1932
CHANGES IN STATE BANK MBMBERSHIP:
Dis~-
trict Capital Date
Admitted to Membership:
9 Burke State Bank, B'urke; S. Dak. $25,000 8=10~32
NATIONAL BANKS GRANTED TRUST POWERS:
7 'First National Bank, Savanna, Ill. (Additional powers) B~ 9=32
8 Exchange National Bank, Colunbia, }o. (Additional powers) 8-10-32
8 Peoples National Bank, Warrensburg, Mo. (Limited 4powers) 8~ 8«32
10 Amer ican National Bank, St. Joseph, Mo. (Additional powers) 8- 6=32
10 Rawlins National Bank, Rawlins, Wyo. (Additional powers) 8- 932

Digitized for FRASER &«
http://fraser.stlouisfed.org/ PR % L
Federal Reserve Bank of St. Louis '



X-1530

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED AUGUST 19, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Dis-
Frict Capital Date
Admitted to Membership:
11 Eden State Bank, Eden, Texas $50,000 8~15=32
Absorption of National Bank:
2 Citizens Trust Company, Adams, N. Y., member, 150,000 8=16=32
has absorbed the Farmers National Bank of Adams, 100,000
and changed its title to "Citizens and Farmers
Trust Company", a member.
Closed Bank Reopened:
12 Farmers and llerchants Bank, Provo, Utah, member, 100,000 8-16~32

NATIONAL BANKS GRANTED TRUST POWERS:

None.

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



FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED AUGUST 26, 1932

CHANGES IN STATE BANK NEMBERSHIP:

trict Capital
Admitted to Membership:
None.
Voluntary Withdrawal :
11 Citizens State Bank, Memphis, Tex $75,000
TRUST POWERS GRANTED TO NATIONAL BANKS:
7 Third National Bank, Rockfard, Ill. (AdCitional powers)
11 First National Bank, Seguin, Texas (Full powers)

Digitized for FRASER
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X~1530

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED SEPTHMBER 2, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Admitted to Membership:

None.

NATIONAL BANKS GRANTED TRUST POWERS:

None.

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



FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED SEPTELBER 9, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Dis-
trict Adnitted to lMembership:
None.
NATIONAL BANKS GRANTED TRUST POWERS:
7 First National Bank, Neenah, Wisconsin (Pull powers)

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X~1530
FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED SEPTELNBER 16, 1932
CHANGES IN STATE BANK MEMBERSHIP:
Dis-
trict Date

Admitted to Membership:

None.

NATIONAL BANKS GRANTED TRUST POWERS:

8 Morganfield National Bank, Morganfield, Ky. (additional powers) 9- 9-32

Digitized for FRASER
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X~1530

FEDERAL RESERVE BOARD ANNOUNCELMENT
WEEK ENDED SEPTEMBER 23, 1932

CHANGES IN STATE BANK MELBERSHIP:

Admitted to liemberships

None.

NATIONAL BnNKS GRANTED TRUST POWERS:

None .



X=~1530

FEDERAL RESERVE BOARD ANNOUNCEMENT

WEEK ENDED SEFPTEIBER 30, 1932
CHANGES IN STATE BANK LEMBERSHIP:
Dis-
trict Capital Date
Adnitted to Membership:
None.
Change of Title:

2 The Hibernia PTrust Company, New York, N. Y., has 62752

changed its title to Colonial Trust Company.

Absorption of Nonmember:

The Cleveland Trust Company, Cleveland, O., . $.3,800,000 9-21-32

a member, has absorbed:
Peoples Savings Bank, Lorain, 0., nonnember, 100,000

NAPIONAL BANKS GRANTED TRUST POWERS:

Newton National Bank, Newton, Iowa (PFull powers) 9-28-32

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

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED OCTOBER 7, 1932

CHANGES IN STATE BANK liEMBERSHIP:

Capital
Admitted to Membership:
Citizens State Bank, Dalhart, Texas $50,000

Absorpbtion of Nonmember:

St. Joseph Loan & Trust Co., South Berd, Ind. 800,000
Assumed the savings deposit liability of
Mishawaka-St. Joseph Loan & Trust Co.,
Mishawaka, Ind., nommember, . « « « « « . « 100,000
(Commercial deposits assumed by the First National
Bank of Mishaweka, Ind.)

Converted to National Eaggi

Bank of Eastern Arkansas, Forrest City, Ark. $50,000
Converted into
The National Bank of Eastern Arkansas.

Reopened;

Federation Bank & Trust Co., New York, N. Y. $825,000

’

NATIONAL BANKS GRANTED TRUST POWERS

City National Bank & Trust Cp., Chicago, Ill. (Full powers)

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Date

10~ 6-32

9-19-32

10~ 1-32

10~ 3-32

10~ 5-32



X~1530

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED OCTOBER 14, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Irict Capital Date

Adnitted to lMembership:

None.

Voluntary Withdrawal:

11 First Stabte Bank, Bishop, Texas $25,000 9-24-32

- NATIONAL BANKS GRANTED TRUST POWERS:

None .

Digitized for FRASER
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FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED OCTOBER 21, 1932

CHANGES IN STATE BANK LELBERSHIP:

Dis-
Capital Date

Admitted to liembership:

None .

Converted to Nabional Banl::

7 Continental Illinois Bank & Trust Co.,
Chicago, I1l., a member, . « + « « - « « 375,000,000 10-15-32
Converted intoc the Continental Illinois

Netional Bank & Trust Co.

NAT IONAL BANKS GRANTED TRUST POWERS:

Continental Illinois National Bank & Trust Co.,
Chicago, Ill. (Full powers) 10-15-32

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



FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED OCTOBER 28, 1932

CHANGES IN STATE BANK MEWMBERSHIP:

Dis-
triet Capital
Admitted to Membership:
None.
Voluntary Withdrawal:
7. Central Republic Bank & Trust Co.,

Chicago, Illinois $14, 000, 000

NATIONAL BANKS GRANTED TRUSI POWERS:

None.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED NOVEMBER 4, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Dis -
triet g_z_a;oital

"k‘\
Y )
b

X-1530

Date

Admitted to Membership:

Nore .

Voluntary Withdrawal:

7 Hinsdale Slate Bank, Hinsdale, I11. $100,000
(Absorbed by the First Nat ional Bank of Hinsdale)

Succeeded by Nonmember s

8 Guaranty Bank & Trust Co., St. Louis, Mo. . $200,000
(Succeeded by Guaranty Plaza Trust Co., nonmember)

11 Junction State Bank, Junction, Texas $$100, 000
(Succeeded by State Bank of Jwretion, nonmember)

NATIONAL BANKS GRANTED TRUST POWERS$

9 American National Bank & Trwt Co., Eau Claire, Wis.
( Pull powers)

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

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED NOVEMBER 11, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Capital
Adnitted to Membership:
None.
Voluntary Withdrawali
$50,000

Exchange Bank, Tallahassee, Fla.

NATIONAL BANKS GRANTED TRUST POWERS:

None.

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

X-1530

Date

11- B5-32



A-1530
FEDERAL RESERVE BOARD ANNOUNCEMENT
VEEL ENDED NCVEIIBER 18, 1932
CHANGES IN STATE BANK IIFMBERSHIP:
Dis - :
trict Capital Date

Admitted to lembership:

Center Moriches Bamnk, Center lioriches, N. Y. $125,000 11-18-32

NATIONAL BANKS GRANTED TRUST POWERS:

None.

Digitized for FRASER
http://fraser.stlouisfed.org/
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X-1530

F:DERAL RESERVE BOARD ANNOUNCEMENT
WEEK ENDED NOVEMBER 25, 1932

CHANGES IN STATE BANK MEMBERSHIP:

Admitted to Membership:

None.

NATTIONAL BANKS GRANTED TRUST POWERS:

None.
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FEDERAL RESERVE BOARD ANNOUNCELENT
WEEK ENDED DECELBER 2, 1932

CHANGES IN STATE BANK MENMBERSHIP:

Capital
Admitted to Membership
President and Directors of the Manhattan Company,
New York, N. Y. $20,000,000
Absorbed by State Member
Bank of Manhattan Trust Co., New York, N. Y. 22,250,000
Absorbed by President and Directors of the Man-
hattan Company, New York, N. Y.
First-City Savings Bank, Barberton, Ohio, member 100,000
Absorbed by First Central Trust Co., Akron, Ohio,
member.,
Succeeded by Nonmember
Drovers State Bank, South St. Paul, Minn., member 100,000

Merged with Exchange State Bank, nonmember, under new
charter and title of Drovers Exchange Stabte Bank,
nonmember. .

First State Bank, Rochester, Texas, member 25,000
Succeeded by Home State Bank, nonmember.

Voluntary Withdrawal

Live Stock State Bank, North Portland, Oreg. 50,000

NATIONAL BANKS GRANTED TRUST POWERS:

Pirst National Bank, Bugene, Oreg. (Additional powers)

AUTHORIZED TO ACCEPT DRAFTS AND BILLS OF EXCHANGE
UP T0 100 PER CENT OF CAPITAL AND SURPLUS

.
o

X-1550

Date

11-26-32

11-26-32

10-31-32

11-21-32

11-28-32

11-29-32

11-21-32

President amil Directors of the Manhattan Company, New York, N.Y. 11-26-32

Digitized for FRASER
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X-1530
FEDERAL RESERVE BOARD ANNOUNCIMENT
WEEK ENDED DECHIBER 9, 1932
CHANGES IN STATE BANK LELBERSHIP:
Dis~
trict Capital Date
Adnitted to Membership:
3 Lock Haven Trust Co., Lock Haven, Pa. $375,000 12- 5-32
9 Farmers and Ilerchants Bank, Huron, S. Dak. 100,000 12- 8-32

NATIONAL BANK GRANTED TRUST POWERS:

10 First National Bank in Bartlesville, Okla. (Additional powers) 12— 8=32

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-1530
FEDERAL RESERVE BOARD ANNOUNCEIILNT
WEEK ENDED DECEMBER 16, 1932
CHANGES IN STAT® BaANK LEIBERSHIP:
Dis-
_135_3_.9_3 Capital Date
Admitted to Membership
None.
Absax bed by Nonmember
8 Farmers State Bank, New Athens, Ill. $25,000 12-10-32
- Absorbed by State Bank of New Athens, nonmember.
NATIONAL BANK GRANTED TRUST POWERS:
3 First National Bank, Woodstown, N. J. (Full powers) 12~ 5-32

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-1530
FEDERAL RESERVE BOARD ANNOUNCEL.ENT
WEEK ENDED DECENBER 23, 1932
CHANGES IN STATE BANK MELKBERSHIP:
Dis-
trict Capital Date
Adnitted to Membership:
None.
Consolidated with National Bank:
5 Dime Trust and Safe Deposit Co., Shamokin, Pa. $125,000 12-14-32
Consolidated with National Bank of Shamokin under
title of National-Dime Bank of Shamokin. 325,000
Converted to National Bank:
7 Illinois Bank and Trust Co., Rockford, Ill. $200, 000 12-19-32
Converted into The Illinois National Bank
and Trust Company of Rockford. 200,000
Voluntary Withdrawals:
8 Farmers and Traders Bank, Iberia, llo. $ 25,000 12-20-~-32
8 First State Bank, Brownsville, Tenn. 100,000 12-20-32
NATIONAL BANKS GRANTED TRUST POWERS:
7 Illinois National Bank and Trust Co., Rockford, Ill. 12-19-32

(Pull powers)

Digitized for FRASER
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Digitized for FRASER

FEDERAL RESERVE BOARD ANNOUNCEMENT
WEEK INDED DECEMBER 30, 1932

CHANGES IN STATE BANK MEIBERSHIP:

Capital
Admitted to Membership:
Farmers Bank of Clinch Valley, Tazewell, Va. $200,000
Absorbed by National Bank:
Citizens Bank, Claxton, Ga. $30, 000

Absorbed by First National Bank of Claxton.

NATIONAL BANKS GRANTED TRUST POWERS:

Market Street National Bank, Philadelphia, Pa.
(Additional powers )
Commercial National Bank in Shreveport, La. (Pull powers)

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

&
o3
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Date

12-29-32

12-20-32

12-21-32
12 -R3 =32
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD X_ 7194

July 1, 1932.

SUBJECT: Reimbursement of Par Remitting Banks for Tax on
Remittance Drafts.

Dear Sir:

There are inclosed a confirmation of a telegram on the above
subject which the Board is sending today to the Governor of each Fed-
eral reserve bank and a summary of the replies received from the vari-
ous Federal reserve banks as a result of the Board's telegram of June
23, 1932, on this subject.

It appears that the Governors of one or two Federal reserve
banks expect'that the Federal Reserve Board will issue a regulation
on this subject; but this is not believed to be necessary, as the
subject of par collections is adequately covered by the provisions of
Regulation J (especially the last paragraphs of Sections II and III)
and the fact that the tax is levied on the drawers and not on the
payees of checks and drafts clearly appears from the provisions of
Section 751 of the Revenue Act of 1932 and Chapter IV of Regulations
42 of the Bureau of Internal Revenue.

It is not believed that any public announcement on this sub-

Digitized for FRASER
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Federal Reserve Bank of St. Louis



. X-7194

ject is desirable; but it is suggested that the matter be taken

up individually with each bank which attémpts to deduct the amount
of the tax from its remittance drafts or which requests the Federal
reserve bank to reimburse it for the amount of the tax end that the
Board's position on the subject be explained to it. If any bank
insists on deducting the amount of the tax from its remittance drafts
after the Federal reserve bank has exhausted every reasonable means
of persuading it to desist from doing so, the matter should be re-
ported to the Federal Reserve Board, if the bank is a member bank,
or the bank should be removed from the par list, if it is a non~-
member bank.

In the light of the experience which various Federal reserve
banks have had in recent Years in connection with the removal of non-
member banks from the par list, it is not believed that the policy
outlined in the Board's telegram will result in any material impair-
ment of the par collection system.

Very truly yours,

Chester Morrill,
Secretary.

Inclosures,

TO GOVERNORS OF ALL F. R. BANKS.

Digitized for FRASER
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CORY X-7194=a
July 1, 1932

YOUNG HARRTSON | NORRIS FANCHER

BOSTON NEW YORK PHILADELPHIA CLEVELAND

STAY BLACK McDOUGAL MARTIN

RIGEMOND ATLANTA CHICAGO ST. LOUIS

GEERY BAMILTON McKINNEY CAIKINS

MINNEAPOLIS  KANSAS CITY DALIAS SAN FRANGISCO

Replies to Board's wire June 23 re absorbing tax on remittance
drafts for cash letters discloses that seven reserve banké oppose the
absorption of such taxes, three favor it, and the positions of two are
doubtful. Board is of opinion that, as matter of System policy, reserve
banks should not reimburse remitting banks for tax on remittance drafts.
Tax levied on drawers of drafts and should not be absorbed by Reserve Banks
for same reasons that they should not absorb any other taxes levied on
member or nonmember banks. In view of reasonableness of this position and
fact that amount involved for each remitting bank is very small, believe
no great difficulties should be encountered and that very few, if any,
withdrawais from par list should result if situation is explained properly
to banks raising the question. ZExperience of one reserve bank of which
we have already been advised supports this belief. Iaw and regulations
require member banks to remit at par for checks forwarded to them for
collection by reserve banks ;nd latter are forbidden to receive for
collection checks on nonmember banks which cannot be collected at par. De-
duction of tax from remittance drafts is not par remittance. Letter follows.

MORRILL

Digitized for FMAEQG
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' SUMMARY OF VIEWS OF FEDERAL RESERVE BANKS RE ABSORPTION
OF TAX ON REMITTANCE DRAFTS FOR CASH LETTERS,

- 100 et et s S et ) e e S

The following is a summary of the replies of the various Federal
reserve banks to the Board's telegram of June 23, 1932, inquiring whether,
in view of the uniform practice of the Federal reserve banks absorbing
certain costs in connection with the par collection of checks, such as those
involved in shipments of cash by member banks in settlement of cash letters,
the Federal reserve banks, as a matter of system policy, would now be justi-
fied in reimbursing member and nonmember banks for the 2¢ tax on drafts sent
in remittance for checks and drafts forwarded to them for collection or pay-
ment by the Federal reserve banks under Regulation J.

BOSTON No

NEW YORK No

PHILADEIPHIA No, TWould be illogical and would establish bad precedent.
In view of possibility of withdrawals from par list,
suggest that no announcement of policy be mede "until
after regulations have been iésued and subject clarified",

CLEVELAND Yes, Strongly recommends adoption of uniform system policy
of absorbing tax on all remittance drafts. Refusal to do
so would encourage removal of nonmember banks from par
list, thus impairing efficiency of check collection
system, Many member banks have requested Federal re-

serve bank to accept their advice of credit as payment

Digitized for FRASER
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RICHMOND,

. ATLANTA,

CHICAGO,
ST. IOUIS.
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for cash letters in order to escape tax and this would
be a step backward because of tendency to change agency
relationship which all Federal reserve banks have tried
to strengthen and preserve. If reserve banks absorb tax
on remittance drafts, all incentive to adopt subterfuges
to avoid the tax will be removed and efficiency of check
collection system preserved.
No. Do not believe it good policy to absorb any kind of
tax and it is not correct in principle.
Doubtful., Amount involved in absorbing tax by reserve
bank of Atlanta would be small -~ only about $3750 per year.
As matter of policy would be entirely willing to absorb this
cost, Doubt remains as to whether as matter of policy we
should pay this tax for member and nonmember banks, since
under Federal Reserve Act we are exempt from Federal taxes
and it might be bad policy in the face of such exemption
for us to voluntarily absordb any taxes. My personal opinion
in view of this doubt is that tax probably should not be
absorbed. However if system policy is adopted of absorbing
such taxes this bank will readily acquiesce.
No. Drawer of checks should pay tax on remittance drafts.
Yes, if matter develops so as to jeopardize par list. Re-
quests so far in Eighth District not sufficient to justify
serious consideration from standpoint of effect on par

list, Uniform action throughout System essential,



P X-7194=~b

MINNEAPOLIS. Yes. Inclined to think it would make better feeling among
banks, especially nonmembers, if we were to absorb the
tax, If we do not some nonmember banks will withdraw
from par list., Already assume shipping charges on cur-
rency and wire costs on transfers and 2¢ additional
would be small item. |

KANSAS CITY, No. If reimbursement were made to member banks it would
serve to diminish Federal revenue by reducing amount of
franchise tax paid by reserve banks,

DALLAS, No. Congress has attempted in the new tax bill to make an
equitable distribution of the tax burden, basing it upon
business activity and other considerations and has specifi-
cally provided that the maker or drawer of a check or draft
should pay the tax thereon and it is our thought we should
no more absorb that item than we should a portion of a mem-
ber banks other taxes., If we should reimburse the banks
the expense would be absorbed out of funds that might
otherwise be paid to treasury as franchise tax at end of
year and thus the very purpose of the Revenue Act to that
extent would be defeated. Aside from this, we are render-
ing very substantial amount of free service to member banks
and we do not believe that in all fairmess we are warrant—
ed at this time in increasing the amount of expense absorbed

by us, We have not had and do not anticipate having any
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(Dallas; continued)

serious difficulty in this connection., A few banks de~
ducted the tax from their first remittances but, upon our
advising them with reference to the law, they readily agreed
with owp position and have not repeated the deduction., This

is true of both member and nonmember banks,

SAN FRANCISCO, Position doubtful. Telegram of June 20 said Federal Reserve
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Bank of San Francisco would not absorb tax, but telegram

of June 23 says, Reserve bank is now in receipt of drafts
issued by member and non-member banks in settlement cash
letters sent to them from which remitting bank has deducted
2 cent tax on covering draft, It would seem that absorption
of this charge by Reserve Bank would ultimately come out of
public treasury through lessening of profits which may here-
after inure to government, Any ruling by commissioner In-
ternal Revenue to effect that deduction of tax by remitting
bank would nullify law and therefore prohibited would cause
banks having accounts with reserve bank to discontinue use
settlement drafts and adopt practice of giving credit ad-
vices, From standpoint check collections, use of credit ad-
vices is extremely dangerous; because it would set up debtor
and creditor relationship which System has taken great pains
to avoid., Counsel of opinion that Commissioner Internal
Revenue may rule that drafts issued to Reserve Banks in

settlement cash letters not subject to tax. If nonmember
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banks insist upon deducting tax, reserve banks have
no alternative but to pay or open wide whole par

collection question,

TW/sad

6 29 32
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STATEMENT OF BUREAU OF INGRAVING AND PRINTING
Federal Reserve Notes; Series 1928,
June 21 to 30, 1932,

Total
$10 320 $50 $100 $500 $1000  Sheets - Amount

——

Chicago,seeses 54,000 54,000 32,000 54,000 9,950 7,500 211,450 $19,559,13

Minneapolis,ss = - 5,000 5,000 = - 10, 000 925,00

[

54,000 54,000 37,000 59,000 9,950 7,500 221,450 $20,484,13

221,450 sheets, @ $92450 per M, « « o o ¢$20,484,13
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
‘THE FEDERAL RESERVE BOARD
A

¢ . X-7195

July 7, 1932.

SUBJECT: New Issue Treasury Bills.

Dear Sir:

In connection with telegramhic transactions in
Government securities between Federal reserve banks, the
code word "NOXDEJZCT" has been designated to cover a new
issue of Treasury Rills, dated July 13, 1922, and maturing
October 11, 1932.

This word should be inserted in the Federal re-
serve telegraph code book, following the supplemental code
word "NOXDEGRAD" on nage 172.

Very truly yours,

J. C. Toell,
Assistant Secretary.

TO GOVEZNORS OF ALL F. X. BAVKS.
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-7200

July 15, 1932,

SUBJECT: . :New Issue Treasury Bills.

Dear Sir: :

In connection with telegraphic transactions in
Government securities between Federal reserve banks, the
code word "NOXDEMON!" has been designated to cover a new

issue of Treasury Bills,- dated July 20, 1932, and maturing

October 19, 1932,.

This word should be inserted in the Federal re-
serve telegraph code book, following the supplemental code
word "NOXDEJECT" on page 172.

Very truly yours,

J. C. Noell, .
Asgistant Secretary,

TO GOVERNORS OF ALL:F. R, BANKS. .
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL. RESERVE BOARD

Digitized for FRASER

X-7202
July 18, 1932.

SUBJECT: Shipments of Canceled Currency
Under New Postal Regulations.

Dear Sir:

An inquiry has been received as to the effect of the
new rates on registered mail upon shipments of canceled cur-
rency to Washington. Since the matter affects the Treasury
Department, advice from that Department has been requested.
A copy of the reply signed by Under Secretary Ballantine is
inclosed, and your attention is directed to the statement in
the letter that such currency "no longer possesses money

value'. In the circumstances it would seem unnecessary to

"declare a value upon such shipments which would make them

subject to the surcharges prescribed by the new regulations.

Very truly yours,

Chester Morrill,
Secretary.

Inclosure.

TO ALL F. R. AGENTS.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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TREASURY DEPARTMENT

WASHINGTON

July 13 1932

Dear Mr. McClelland:

Referring to your communication of the 7th to the
Commissioner of the Public Debt, with which you enclosed a
copy of a wire from the Federal Reserve Bank of Dallas, I
think it will be appropriate for you to advise that bank,
and any other banks, that paper currency which has been
redeemed, canceled, and cut in halves no longer possesses
money value. Of course, the canceled halves are important
as vouchers, but under the procedure in effect ~ the second
halves not being forwarded until receipt of the first halves
is acknowledged by the Treasury - there is almost no chance
of loss.,

Very truly yours,

(s) A. A, BALIANTINE
Under Secretary of the Treasury

E. M. McClelland, Esq.,
Assistant Secretary,
Federal Reserve Board.

Federal Reserve Bank of St. Louis

40



FEDERAL RESERVE BOARD

WASHINGTON
X-7203
ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

July 25, 1932,

SUBJECT: Tax on Checks, and Other Questions
Arising under the Revenue Act of 1932,

Dear Sir:

Inclosed are three copies of a letter addressed to the
Secretary of the Treasury dated July 16, 1932, signed by Governor
Meyer asking numerous questions arising under the Revenue Act of
1932. The questiohs deal principally with the tax on checks im-
posed by Section 75la. Questions arising under other sections of
the Act are also covered and will be found on pages 3 and 25 of
the inclosed letter,

The letter was prepared in order to facilitate and expedite
consideration by the freasury Department by eliminating duplications
and by re-grouping and rearranging the questions and inclosures
contained in the letters received from the reserve banks. Confer-
ences were had with the Treasury officials both before and after
July 16.

It now appears that the reply of the Secretary of the
Treasury will not be received for a day or two, although it had

originally been hoped that the reply would be received before the
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end of last week.

Accordingly, a copy of the letter of July 16 is being
sent to you at this time in order that you may, if you so desire,
familiarize yourself with its contents and thus shorten the time
required for the examination of the answer of the Secretary of
the Treasury, and also in order that this office may telegfaph to
you, if necessary, a summary of the reply of the Secretary of the
Treasury, with references to the questions by number, without
having to repeat the questions in the telegram.

Very truly yours,

Chester Mortill,
Secretary.

Inclosures,

TO CHAIRMEN AND GOVERNORS OF ALL F. R, BANKS.
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July 16, 1932,

Honorable Ogden L. Mills,
Secretary of the Treasury,
Washington, D. C.
SIR:

On behalf of the Federal reserve banks, rulings
by your Department are respectfully requested on the questions
set forth below;, all of which arise under the Revenue Act of
1932 out of transactions incident to the conduct of the business
of the Federal reserve banks. |

The various Federal reserve banks have addressed
separate letters and telegrams to the Federal Reserve Board
stating the questions upon which they desire rulings and sub-
mitting sample copies of the forms used in the transactions
referred to; but, in order to eliminate duplications and to
facilitate consideration by your Department, the various
questions have been assembled in this letter and grouped ac-
cording to the types of transactions out of which they arise,
excepting the first group which consists of questions all of

which are believed to be governed by the same legal principles

and precedents.
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Numerous different questions which apparently involve the
same general principles are being preseﬁted at the request of the
reserve banks; because the practices of various Federal reserve.
banks are not uniform and, even at the same Federal reserve bank,
the same type of transaction may assume a number of different forms;
and it would be helpful to the Federal reserve banks to have spe-
cific rulings on each of the questions presented. The answers to
some of the questions may appear to be obvious; but the Federal re-
serve banks have specifically asked that rulings on such questions
be obtained from your Department.

Specimens of all of the forms submitted by the Federal
reserve banks are inclosed herewith in two separate groups. Those
in the group marked "Appendix A" are specifically referred to in
this letter as illustrative of the transactions described. Those
in the group marked "Appendix B" are not specifically referred to
in this letter, but are submitted for the inspection of your De-

partment.
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I TAXABILITY OF FEDERAL RESERVE BANKS.

1. Does the tax imposed by Section 751(a) apply to checks
drawn on Federal reserve banks by their own officers acting in their
official capacities?

2. Does the tax imposed by Section 701(a) (2) apply to
leased telephone and telegraph service contracted for, used and paid
for by the Federal reserve banks?

3. Does the tax imposed by 701(a) (1) apply to telegraph,
telephone, cable and radio messages sent by the reserve banks or
sent to them collect, which are paid for by the reserve banks and
for which no reimbursement is received by them? (Instances of the
latter sort: are described in Exhibits 1 and 2).

4. Does the tax imposed by Section 701(a) (1) apply to
messages paid for by the reserve banks tut for which they are later
reimbursed by other banks, such as messages sent by the reserve banks
in performing services for other banks?

5. 1Is electrical energy furnished to Federal reserve banks
for their own use subject to the tax imposed by Section 616(a)?

6. Do the taxes on fuel oil and other articles of merchan-
dise imposed in Article IV of the Revenue Act of 1932 apply when
such articles are purchased by the reserve banks for their own use?

COMMENTS .
In connection with the above questions, reference is made

to the following:
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Federal Reserve Act (Act of December 23, 1913; 38 Stat. 261,

Chap. 6), section 7:

% % * Pederal reserve banks, including the capital
stock and surplus therein, and the income derived therefrom
shall be exempt from Federal, State, and local taxationm,
except taxes upon real estate.!

Opinion of the Attorney General of the United States
addressed to the Secretary of the Treasury under date of March 10, 1916,
holding that the above-quoted provision of the Federal Reservc Act
exempted Federal reserve banks from the provisions of the Act of
Octobor 22, 1914 (38 Stat. 759) imposing, in gencral terms, a stamp
tax on stock certificates. (30 Op. Atty. Gen. 511.)

A letter from the Commissioner of Internal Revenue, ad-
dressed to the General Counsel of the Federal Reserve Board under
date of November 8, 1917, and referred to at page 921 of the 1917
Federal Reserve Bulletin. The body of the letter is quoted below:

"Referring to your letter of the 3d instant,

I have to advise you that it is the opinion of this

office that Federal Reserve Banks are not subject to

the tax upon payments for telephone, telegraph and

express service when such payments fall directly
upon the banks."
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II. VARIOUS FORMS OF REMITTANCES OR SETTLEMENTS FOR
CHECKS AND COLLECTION ITEMS.

Pursuant to the provisions of Sections 13 and 16 of the Federal
Reserve Act and Regulation J of the Federal Reserve Board, a copy of
which is inclosed herewith, the Federal reserve banks act as clearing
houses and collect checks for their member banks, which maintain de-
posit balances with the Federal reserve banks as their legal reserves,
and for non-member banks which establish deposit balances with the Fed-
eral reserve banks for the purpose. The Board's regulations on this sub-
Jject are supplemented by circulars issued by the Federal reserve banks,
cspies of which are attached (Exhibits 3 and 4). Each Federal reserve
bank receives each day numerous checks drawn upon banks in its district
and forwards them to the drawee banks for payment. The usual procedure
is to send all the checks received during each day drawn on a particular
bank to that bank, with one covering letter. The covering letter is
lmown as a "cash letter". The total amount of the checks thus trans-
mitted is accounted for to the Reserve bank in any one of several ways,
the principal ones being, (a) by authorizing the Federal reserve bank
to debit the amount to the deposit balance of the remitting bank on
the books of the Federal reserve bank, and (b) by sending the Federal
reserve bank a check or draft drawn upon the remitting bank's deposit
with the Federal reserve bank or a correspondent bank. The reply to
the cash letter will also state the amount, if any, of the items which are

returned to the reserve bank (because not collected or for some other rcason),
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and this amount is accordingly deducted from the tothl stated i the
cash letter. The transaction is iliustrated by Exhibit 5, which is
a detachable portion of the cash letter sent by one reserve bank,
and Exhibit 6, which is a form furnished by another reserve bank.

The Federal reserve banks also collect for their member
banks promissory notes, bills of exchange and other similar items
and the procedure in forwarding and accounting for such items is
similar, so far as the questions here presented are concerned to
that followed in connection with the collection of checks, except
for differences in detail which are indicated in Questions 8 to 1l
.below. For convenience, such items are commonly referred to as
"non-cash items", in oraer to distinguish them from checks and similar
items payabls on demand at banks, which are ~ouvmronly referrad to as
fcash items".

1. 1Is a tax payable in the event that a member bank, in
response to the cash letter, authorizes the Federal reserve bank to
debit the amount to its ‘deposit balance with the Federal reserve bank,
(a) vy a specific authorization in the form indicated in Exhibits
5 and 6; or (b) by returning to the Federal reserve bank a memorandum
slip (Exhibit 7) merely stamped "debit" or "paid", which has by custom
the effect of such authorization?

2. In some cases the reserve bank is given a continuing
authorization to charge the account of the member bank with the

net amount of each "cash letter' sent to that bank. Is such authori-
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zation taxable? If so, is it taxable once, or each time an entry
is made?

3. 1Is the tax payable in the event that the bank makes
remittance of the amount called for by its reply to the cash letter,
by means of a draft or check, (a) drawn against its deposit balance
with the Federal reserve bank? or (b) drawn against a deposit in a
correspondent bank?

4., In one instance the cash letter has a detachable por-
tioh which performs the same functions as those contained in
Exhibits 5 and 6 but which is in the form of a draft and which
is marked "Settlement draft®, This "Settlement draft® is not
dealt with as an ordinary draft in that it is never returned to the
drawer, but, like the forms in Exhibits 5 and 6, is held by the reserve
bank as a part of its records. 1Is such a "Settlement draft" taxable?
(See Exhibit 8)

5. In the event that any of the transactions described in
the preceding questions is taxable, is only one tax imposed, or is
the tax payable withl;egard to each separate item inclosed with the
cash letter, when a single settlement is made for the total amount
of such items?

6. It sometimes occurs that, in its response to a cash

‘ letter, the member bank will incorrectly state the amount charge-
ablc against its reserve account, ususlly because it has failed for
some reason to return and deduct an itom which should have been

returned and deducted because uncollectible or for some other reason,
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In that event, it communicates again with the reserve bank advising it
- of the correcting book entry to be made. Is such a transaction taxable?

7. In certain reserve districts, in order to achieve greater

promptness in settlement, ﬁhere drafts are sent in settlement of cash

- letters, the drafts are required to be on certain member banks which
have previously agreed that such dfafts may be immediately charged
against their accounts by the reserve bank, without waiting for the
draft to be sent to the drawee bank., After such a charge is made,. the
reserve bank notifies the bank upon which the draft is drawn so that
it may keep its books in order and forwards the draft to it. (For a
form of such notification, see Exhibit 9) Is such notification taxable?

8. In connection with non~cash items, a printed slip is often
attached to each item when it is forwarded for collection by the Federal
reserve bank, such slip taking the place of a letter of transmittal.
Acknowledgment of receipt of the item, acknowledgment that payment has
been rcceived, and authorization to the reserve bank to charge its
account is made by the bank receiving it, by returning a carbon copy
of the slip stamped "paid® or "debit"., Is this transaction, or the
returned slip, taxable? (Exhibit 10 is an example)

9. 1Is the result different if the collecting bank merely
advises the reserve bank that it has credited the latter's account,
which is an implied authorization to the latter to make a corresponding
entry on its books? (Exhibit 11)

10, Promissory notes, bills of exchange and other non-cash

collection items which are payable by persons located in the same city
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as the Federal reserve bank or its branch are sometimeé presénted
by the Federal reserve bank directly to the persons by whom they are
payable, and such persons give the Federal reserve banks in payment for
such items checks drawn on member banks in the same city. In such
cases the Reserve bank immediately presents such checks by messenger to
the banks on which they are drawn and the drawee banks give the Federal
reserve bank drafts against their deposit balances with the Federal
reserve banlkz. Are such drafts subject to the tax?

11. In the circumstances described in the preceding question,
the vanlkz, instead of sending a draft, sometimes authorizes the reserve
bant to charge its account. Is this transaction taxable?

COMMENTS.

It has been suggested that, under the language of the
statute, the tax is levied on "instruments", and not on transactions
or on debits or credits; that, in order for an "instrument" to be
taxable, it must be "presented for payment" and must be a check,
draft or order "for the payment of money"; and that, therefore, a
mere authorization to debit the account of a bank on the books of
the Federal reserve bank is not an order "for the payment of;noney",
is never "presented for payment", and is not taxable under the statute.

The argument has also been made by some of the Federal reserve
banks that the imposition of any tax on these transactions results
in pyramiding the tax, since the tax has already been paid upon the
checks or drafts for which payment or settlement is made by the trans-

actions described above.
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1II. CIEARING HOUSR TRANSACTIONS.

The questions under this heading involve the settlement
of balances resulting from exchange of checks between banks. The
settlement of balances resulting from the exchange of checks through
the Newark Clearing House Association, Newark, New Jersey, will
illustrate this type of transaction. Zach buriness day each bank
in the Clearing House Association takes to the office of the asso-
ciation checks deposited with such bank drawn on other banks in the
association, and messengers representing the respective banks in the
association call for and receive the checks drawn on their banks.
Each bank is credited with the énount of the checks drawn on the
other banks which it brings to the clearing house and is debited
with the amount of the checks drawn on it which other banks bring.
There is a net credit or debit balance in favor of or against each
bank as a result of the day's exchanges, and the aggregate of the
net credit balance must, of course, be exactly equal to the aggregate
of the net lebit balances. The amounts of the net credit and debit
balances to all banks are written on the clearing house statement
for that day and this statement, signed by an officer of the Clear-
ing House Association, is sent by messenger to the Federal Reserve
Bank of ' New York, and the balances as shown on the statement are
settled on the books of the Federal reserve bank by credits and
debits to accounts of member banks. The balances in favor of or

against banks which are members of the Federal Reserve Bank are
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credited or debited to the accounts of such banks on the books
of the Federal reserve bank, The balances for or against other
banks, i. e. banks which are not members of, and therefore have
no account with, the Federal reserve bank are, by arrangement be-
tween the banks concerned, credited or debited to the accounts of
designated banks in New York City which are members of the Federal
reserve bank, These credits and debits are made by the Federal re-
serve bank pursuant to continuing letters of authorization on file
with it signed by the various banks. Copies of the three forms of
letter of authorization used for this purpose are hereto attached
and marked Bxhibits 12, 13 and 14, and a copy of the form of New-
ark Clearing House Association statement furnished each day to the
Federal reserve bank is also attached and marked Exhibit 15,

The questions asked in this connection are:

1. Are any of the above-described transé,ctions which consist
merely in book entries, taxable?

2. Is the clearing house statement above referred to (Bxhibit
15) subject to the tax?

3. Are the letters of authorization (Exhibits 12, 13 and 14)
subject to tax? If so, are they taxable once, or each time an
entry is made, or as to each item covered by each entry?

4, In some instances the clearing house issues cértificates
showing the net balances. Such a certificate is issued to a creditor

bank called upon a debtor bank to pay the creditor bank the amount
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stated therein. No accounts are carried in any of the clearing house
banks in the name of the manager for the purpose of effecting set-
tlement pursuant to the certificates, and these certificates are
issued by the clearing house manager merely as memoranda to facili-
tate the settlement of balances between the members of the clearing
house association. The Federal reserve bank participates in the
clearings and certificates issued in its favor against member banks
are charged against their deposit balances on the books of the Fed-
eral reserve bank pursuant to standing authorizations., Are such
certificates subject to the tax?

5. In some instances (particularly where banks are so lo-
cated as not to be in communication by messenger with the Federal
reserve bank) a group of banks adopt, by agreement, the procedure
of forwarding each day $o each member of the group all the items
they receive that are payable by or through that member of the group,
forwarding to the reserve bank a fo:m on which are listed the names
of all the other members of the group together with the amount of
the. items that it has forwarded to ecach. When received by the reserve
bank, this form is used as an authorization to make the appropriate
entries in the accounts of the banks in the group. In practice, how-
ever, instead of making several entries, the reserve bank strikes
the balance from the advices sent by all the members of the group
and makes each day only one entry in each of their accounts, rep-
resenting the net bélance for the.particular bank, Examples of

these forms are attached hereto, marked Exhibits 16 and 17,
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Is the use of these forms in the manner above-described taxable?
6. Are the resultant book entries made by the reserve bank
taxable?
7. In certain instances, the Federal reserve bank itself
.acts as a clearing house, receiving the checks from the various banks,
striking the balance and making the appropriate entries in the ac-
_counts of the varjous banks. Are these transactions taxable?
V8. In certain instances the Federal reserve bank performs
these services even for banks which have no account with it (i.e.,
banks not members of the Federal Reserve System). Where such banks
are located in the same city as the reserve bank, the method adopted
is for the drawee bank to send a messenger to the reserve bank to
get the checks drawn on it whic}'x have been forwarded to the reserve
bank for collection., The checks are immediately charged to the
_account of a member bank which has authorized the reserve bank to
do so, and credited to the bank which forwarded them, In the event
that the check is later dishonored, the book entries are reversed.
Exhibits 18, 19 and 20 are copies of such authorizations. Are

such authorizations taxable?
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ﬁr, MEMER® BANRS S¥hAthYG cuRRENCY Fggﬂ RESERVE BANKS.

A member bank desiring currency usually obtains it from
the Federal reserve bank, and the amount usually is debited on the
books of the Federal reserve bank to the deposit balance maintained
by the member bank with the Federal reserve bank as the legal reserve
of the member bank., Such requests for currency and the authorizations
to debit the reserve balances assume a variety of forms and give rise
to the following questions:

l. 1Is such a request by a member bank for the shipment of
currency to it taxable when made by telephone and not confirmed in
writing?

| 2. If such a request is made by telephone but confirmed
in writing after the shipment of the currency, is it taxable?
| 3. If a messenger sent to the Federal reserve bank delivers
merely a receipt for the currency and receives the currency, is the
transaction taxable? (Exhibit 21)

4, If the messenger in such a case delivers a check or
draft dréwn on the Federal reserve bank for the amount of the currency,
is the transaction taxable?

S5 If a written request for currency is accompanied by a
check or draft, are both the check and the request taxable?

6. When the transaction is completed, the reserve bank
frequently¢sends a confirmation on a printed form to the member bénk,
(See Exhibit 22) Is this document taxable, whether or not any other

part of the transaction is taxable?
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COMMENTS,

In this connection, reference has been made to the language

of the court in Haverty Furniture Co. v. United States, 286 Fed. 985-
986, which indicates that a mere receipt for currency delivered
across the counter was not taxable under a similar provision of the
Revenue Act of 1898, This principle is adopted in Article 36 of

Regulation 42, dealing with Section 751 (a).
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V. TRANSACTIONS INUIDENT TO REDISCOUNTS AND ADVANCES

BY FEDERAL RESERVE BANKS.

1, PFederal reserve banks extend credit accommodations to
their member banks: (a) By rediscounting, on the indorsement of
their member banks, the commercial, industrial and agricultural paper
acquired by them from their customers; and (b) by making advances to
their member banks on their promissory notes secured in the manner
préscribed by law. In either event, the proceeds usually are made
available to the member bank by crediting the amount to the deposit
balance of the member bank on the books of the Federal reserve bank.
Are such credit entries taxable?

2., At the maturity of the rediscounted paper or the promissory
notes of the member banks, the Federal reserve banks, pursuant to
agreements or regulations previously made, return the rediscounted
paper or promissory notes to the member banks and debit the amounts
due thereon to the deposit balances of the member banks on the books
of the Federal reserve banks. Are these transactions taxable?

3. The member bank frequently desires to have its promissory
notes or rédiscounted paper returned to it prior to the time when it
would be rcturned in due course as described above. Its reason for so
desiring may be, for instance, that the maker of the instrument desires
to pay it before maturity, or it may be that the member bank desires

to decrease the total amount of the paper rediscounted for it by the
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reserve bank, In such case the member bank communicates with the
Reserve Bank by letter or by telegram, requesting that the item
be returned to it, and, either impliedly or actually in words,
authorizing the reserve bank to debit its deposit balance on the
books of the reserve bank with the amount due thereon., Are these
transactions, (i.e., .the book entriés, thé transmission of the instru-
ments, or the communications requesting the return of the instruments
and authorizing the book entries) taxable?

(See Exhibits 23 and 24, being a circular letter describing
‘the transaction, and a printed memorandum slip in two parts, one of
which is called "debit ticket". See Exhibits 25 and 26 being examples of a
form of letter and a telegram asking for a change in the usual pro-
cedure,)

COMMENTS

I am advised that it has been held by the courts that the
indorsement and rediscount of commercial paper by a member bank with
a Federal reserve bank results in an indebtedness owing by the member

bank to the Federal reserve bank (see Federal Reserve Bank of Minneapolis

ve First National Bank, 277 Fed. 300), and, of course, this is true

where the member bank gives its own promissory note to the Federal reserve
bank for money borrowed. It has been suggested, therefore, that,

where a member bank authorizes a Federal reserve bank to debit its
deposit balance with the amount due on rediscounted paper or on the
promissory note of the member bank, whether due or not, the transaction

is a mere offset of indebtedness between mutual creditors and that the

transaction is not taxable.
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VI. INTER-BANK TRANSFERS OF FUNDS.

One of the important functions of the Federal Reserve
System is to facilitate the transfer of funds between banks., This
function is performed (with unimportant exceptions) free of charge for mem-
bers of the System., It is done as far as possible without resorting
to shipments of currency.

Trgnsfers between member banks in the same Federal Reserve
District are made merely by means of entries on the books of the
Reserve bank. The steps involved in such transaction are: (1) 4
member bank requests the reserve bank to transfer an amount on its
books from the reserve account of the requesting bank to the account
of another bank, (2) the reserve bank makes the transfer on its books, and
(3) the bank to whose account the transfer is made is notified, If the
bank to which the transfer is made is located in another District, the
seconé step must consist in (a) a transfer from the account of the
requestiﬁg bank to the account of the reserve bank for the District
in which is located the bank to which the transfer is made, and (b) a trans-
fer by that reserve bank to the account of the latter. If the latter has
no account with the reserve bank, the reserve bank transfers to the
account of a bank which has and which is a correspondent of the bank to
which the transfer is made, For the purpose of effecting transfers
between two Federal reserve banks (where the transfer is from one District
to another), the Gold Settlement Fund is maintained in Washington. This
fund was created by a deposit of gold by each Federal reserve bank with

the Treasurer of the United States to the credit of the Federal Reserve
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Board, which maintains books Bhowing the amount due to each Federal reserve
bank. The Federal reserve banks each own an undivided interest in this fund
and advise the Federal Reserve Board each day of the transfers made to each
other. The Board makes apvronriate book entries transferring interests in
the Fund equivalent to fhe transfers of funds made between the Federal reserve
banks. |

Member banks make their requests for transfers in many ﬁays:~ by
letter, (Exhibit 27), telegram, (Exhibit 28) teiantograph. and teleobhone. -
After the transfer has been made, the Federal reserve bank sends a memoran-
dum of the transaction to the member bank, and executes apvronriate vouchers,
and makes appropriateyentries on its books. Exhibit 29 attached hereto
consists of a circular letter of the Federal Reserve Bank of Philadel)hia
dealing with such transfers and various printed memorandum slips used in
connection therewith. 3Jee also Exhibit 2.

(1) Are such transfers of funds by one Féderal reserve bank to
another at the reQuest of a member bank, made by means of a felegram or
letter sent by one Federal reserve benlz to anotner, taxable?.

(2) Is a request for such a transfer, made by the membér bank,
taxable if made by telephone and not confirmed in writing?

(3) 1Is such a request taxable if made by televhone and confirmed
in writing after the transfer has been made?

(4) If made by telautograph or telegram and not confirmed in writing?

(5) If made by telautogranh or telegram and subsequently confirmed
in writing? |

(6) If made by letter? (Bxhibit %0, See also Exhibit 31 being a

printed form for such request).
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(7) If such requests are taxable if made by telephone, then when
a number of such requests are made in the course of one day and the Federal
reserve bank makes only one book entry for the total amount at the conclusion
of the day, is one tax only immosed or is each separate request taxable?

(8) In the event that a request for transfer of funds made by
letter is taxable, is a letter containing a request for several transfers
sutject to taxation once, or several times depending uvon the number of
transfers requested in the letter? (In this connection it has been sug-
gested that, if taxable at all, such requests are subject to only one tax
since taey are contained in one letter or memorandum).

(9) Requests for such transfers are sometimes accompanied by a
draft for the amount to be transferred. Is such draft taxable?

(10) If so, is the letter transmitting the draft and making the
request also taxable?

(11) 1Is a receipt or acknowledgment on a printed form sent by the
reserve bank to the member bank in reswonse to a letter such as is described
in the nreceding question (Exhibvits 32, 33, 34 and 35) also taxable?

(12) When g bank located in one Federal Reserve District requests
that a transfer be made to a bank located in another District, the stens
incident to completing the transaction inélude a transfer by the Federal
reserve bank of the District in which the requesting vank is located to
the Federal reserve bank of the District in which the transferée bank is

located and a transfer from the latter reserve bank to the transferee
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bank, both transfers being accomplished by means of book entries in
the accounts of the respective banks. Is the latter transfer taxable?

(12) Transfers are also made by Federal reserve banks be-
tween two member banks located in its district. TRequests for such
transfers take the same forms as the transfers described above, but
such transfers are accomplished merely by means of book entries in
the reserve aécounts of the two bDanks involved. Are such transfers
taxable when the requests are made in any of the different ways de-
scribed abqve, (including messenger, telephone, written memorandum,

etc.)?
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VII. TRANSFERS 10 &% REMMISTION FUND, WAR LOAN DEPOSIT

ACCOUNT AND RECOISTRUCTION FINANCE CORPORATION.

National banks issuing national bank notes are required by statute
to maintain with the Treasurer of the United States a Redemption Fund equal
to 5% of their notes in circulation. When necessary, a national bank will
in most instances make additions to its 5% Redemption Fund by requesting
the Federal Reserve Bank of its district to transfer the required amount
to thie account of the Treasurer of the United States. Such requests are
made substantially in the following form: "Please charge our accouat $----
and credit the Treasurer of the United States for the account of our 5%
Redemntion Fund". The reserve banks nrenare "debit tickets" covering the
necessary book entries and send covies, or similar slins, to the member
banks for their records. Samples of such forms are attached, marked
Exhibits 37 and 38,

1. 1Is such a request taxshle?

2. Sometimes such a request is accompanied by a draft. Is
the draft or the written request taxablé?

It has been contended bty some of the reserve banks that such
transTers to officers of the United States are not taxable in any event.

3. Similar questions are also raised with regard to transfers
from the rescrve account of a member bank to the Treasurer of the United
States as payments on the War Loan deposit of the bank giving the direction

(representing its subscriptioa to United States securities.)
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4, TFrom time to time borrowing institutions rcpay on advances
made by the Reconstruction Finance Corvoration, doing so (a) by means
of instructions to the Reserve bank to.charge the borrowing bank's ac-
count and to credit the Treasurer of the United States for account of the
Reconstruction Finance Cornoration, and (b) by means of drafts. Debit
tickets are prevared by the reserve bank and similar slips are forwarded to
the requesting bank for its records. (Bxhibit 39) Are either the

instructions, the debit tickets and slips,>or the drafts taxable?
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VIII. MISCELLANFOUS TRANSACTIONS.

(a) Purchase of Securities by Reserve Banks on 3ehalf of Member Banks.

(b)

Digitized for FRASER

Member banks frequently request reserve banks to nurchase
Government or other Qecurities, or bankers! acceptances for them,
authorizing the reserve bank, either impliedly or specifically,
to charge their reserve account with the cost. Such requests are
made in a variety of ways.

1. 1Is such request taxable if made by telephone and not
confirmed in writing?

2. If made by telephone and subsequently confirmed in writing?

3. If made by letter not specifically authorizing the reserve
bank to charge the account of the requesting member bank?

4. 1If the request described in the preceding question contains
a specific authorization to charge the member bank's account?

5. If the reserve bank, whon the transaction is commleted,
sends to the member bank a memorandum confirming the transaction
and stating the amount of the charge, is such coanfirmation taxable?
(Exhibit 40).

Incidental Expenses, Telephone Calls, etc.

6. In connection with transactions of this tyje as well as
numerous others, the reserve banks have occasion to charge the

accounts of member banks, without specific authorization, with
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expenses incurred in connection with telephone, telegravh, shipping
charges on. securities, etc. The member bank is notified by sending
to it a copy of the "debit ticket" made out by the operating depart-
ment which incurred the expense, or else a list of the expenses which
have been charged to its account is sent to the member bank at the
end of the month. Are such "debit tickets", book entries or memor-
anda taxable?

7. Are telephone calls and telegrams subject to a tax when they
pertain to Fiscal Agency or Reconstruction Finance Corporation
business when the cost falls directly on the Treasury Department or
the Reconstruction Finance Corporation?

lember Bank Subscrivtions to Stock of Federal Reserve Banks.

8. All banks which are members of the Federal Reserve System
are required to subscribe to the capital stock of the Federal reserve
bank in an amount equal to 6% of their own unimpaired capital and
surplus. As a member bank's capital and surplus accounts are increas-
ed it is necessary to subscribe for a proportionate increase in its
heldings of Federal reserve bank stock. Infrequently, drafts are
drawn in favor of the Federal reserve bank for these payments.
Usually when subscribing for tﬁis additional stock the member bank
authorizes a charge to its account. (See Exhibit 41). In the latter
case, is the transaction taxable?

Correction Entries.

9. Member and nonmember banks make deposits of coin or currency

with the reserve bank, receiving immediate credit subject to
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verification. Occasionally in process of verification the Reserve
Bank finds counterfeits and shortages for which a debit is prepared
(Exhibit 42) and charged to the devositing bank's account. Are sﬁch
entries taxable?

10. A similar question is raised with regard to maturing
couéons devosited with the reserve bank. When mutilated or ummatured
coupons are discovered, the coupons are returned to the devositing
bank and charge made to its account. (Exhibit 43) Are such trans—
actions taxable?

(e) Penalty for Insufficient Reserves.

At periodic intervals an analysis is made of each member
bank!s reserve account to determine whether adequate reserves have
been carried during the period, as required by the Federal Reserve
Act. If the reserves have not been properly maintained, a pen-
alty is assessed pursuant to the Federal Reserve Act and the regu~
lations of the Federal Reserve Board. The penalty is charged to
the reserve account of thc member bank by the Reserve bank itself,
(Exhibit 44). Is such a chargc taxaplef

Rulings at the early conveniénce of your Department on the
the questions herein presented will be greatly appreciated, If
further information is desired respecting any of the transactions
described in this letter it will be furnished promotly on request:

and, if conferences with the Roard's General Counsel or with
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officers or counsel of the Tederzl reserve banks are desired, they
can be arranged on short notice.

Very truly vours,
(Signed) Eugene leyer.

Bugene Meyer
Governor

GHC/W¥/gc/ome /mw
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FEDERAL RESERVE BOARD

WASHINGTON X-7204

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD July 18 ' 1932 .

SUBJECT: Holidays during August, 1932.

Dear Sir:
The Federal reserve banks and branches listed below
will be closed on the dates specified during the month of

August, on account of holidays:

Monday August 1 Denver Colorado Day
Tuesday " 2 St. Louis Primary Election
Kansas City " "
Thursday " 4 Nashville " n
Memphis " n
Tuesday " 30 San Francisco " n
Los Angeles " "

On the dates indicated the offices affected will not
participate in either the Gold Fund or the FPederal reserve
note clearing. Please include credits for the offices af-
fected on each of the holidays with your credits for the
following business day in the Gold Fund clearing and make no
shipments of Federal reserve notes for account of the head
offices affected on the holidays mentioned.

Very truly yours,

J. C. Noell,
Assistant Secretary.
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FEDERAL RESERVE BOARD

WASHINGTON

X-7205

July 18, 1932,

THE FEDERAL RESERVE BOARD

Digitized for FRASE

http://fraser.stlouisfe

Federal Reserve Ba

SUBJECT: Taxability of Checks and Drafts Used
in Remitting for Items Payable to
Officials of the Govermment.

Dear Sir:

Uﬁder date of July 2, 1932, the Federal Reserve Board
addressed a letter to the Secretary of the Treasury requesting
a ruling of the Treasury Department on certain questions with
regard to the application of the tax imposed by Section 751 of
the Revenue Act of 1932 to checks and drafts drawn by banks on
their correspondent banks in remitting to the Federal reserve
banks for checks and drafts drawn on themselves payable to Col-
lectors of Internal Revenue, Collectors of Customs, and other
officials of the Govermment in their official capacities and
sent to the drawee banks by the Federal reserve banks for col-
lection.  The Board has now received a letter from the Acting
Secretary of the Treasury answering the question submitted;
and I inélose herewith for your information a copy of the
Board's letter and of the reply thereto.

Very truly yours,

Chester Morrill,
Secretary.

Inclosures.
_gggOVERNORS OF ALL F. R. BANKS,

nk of St. Louis
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Jul 2 - 1932

Honorable Ogden L. Mills,
Secretary of the Treasury,
Washington, D. C.
Dear Mr. Secretary:

Under the provisions of Section 22 of Treasury Department
Circular No. 176, the Federal Reserve Banks, as you know, receive
checks and drafts from Collectors of Internal Revenue, Collectors
of Customs, and other depositérsrof public money for collection and
credit to the Treasurer of the United States. Many of these checks
and drafts are drawn on banks which are not members of the Federal
Reserve System; and the Federal Rescrve Bank of Atlanta advises that,
while certain of the nonmember banks in its district are willing to
remit at par for such checks and drafts, they are unwilling to pay
the Federal tax on their own checks and drafts sent to the Federal
Reserve Bank in payment for such items and are deducting two cents
for each remittance to reimburse them for the tax. In these circum-
stances, rulings from your Department will be appreciated on the
following questions:

1. Whéther the tax imposed by Section 751 of the Revenue
Act of 1932 applies to checks and drafts drawn by banks on their cor-
respondent banks in remitting to the Federal Reserve Banks for checks
and drafts drawn on themselves payable to Collectors of Internal Re-
venue, Collectors of Customs, and other officials of the Government

in their official capacities and sent to the drawee banks by the
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Federal Reserve Banks for collection;

2. If so, whether the issuing banks may deduct two cents
from each remittance to reimburse themselves for the tax; and

3. If so, whether the Treasurer of the United States will
accept credit on the books of the Federal Reserve Bank for the amount
of the checks and drafts covered by each remittance minus the two
cent tax on the remittancg: check or draft.

For your further information in this connection, there is
quoted below an extract from an opinion addressed to the Cashier of |
the Federal Reserve Bank of Atlanta by the General Counsel of that
bank under date of June 23, 1932.

You state that you receive a very large number
of checks from the United States government disbursing
officers or departments, drawn on non-par (and, of course,
non-member) banks located in this and other districts. You
send these items for payment to the banks on which they are
drawn, if located in this district. Your cash letters enclos-
ing such items contain instructions to the drawee to remit to
you at par or to return the items if they are unwilling to
remit at par. These non-member banks are now deducting two
cents from the remittances, representing the tax they have to
pay on their own remittance checks. You state that, in your
opinion, such remittance checks should not be subject to the
tax because they are issued in payment of checks representing
monies paid to the Government.

"I am inclined to believe that the checks are sub-
Ject to the tax. It was not the purpose of the Act to tax
checks, drafts or orders drawn by the officers of the United
States in their official capacities against public funds
standing to their official credit. I do not think, however,
that the Act intended to provide any immunity from taxation
in favor of a private citizen merely because he might happen
to utilize a personal check as a medium for the satisfaction
of an obligation to the United States. Upon similar princi-
ples, the drawee bank, in remitting for the items by its own
check, would not be exempt from taxation thereon. I do not
think that the non-member bank would have any right to '"pass
on" its tax liability to the Federal Reserve Bank by the
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simple expedient of reducing the remittance draft by two
cents. The non-member bank would doubtless argue, however,
that its obligation is to pay checks at its own counter
and that if, for the convenience of the holder, whether
the United States Treasury or its fiscal agent, the Feder-
al Reserve Bank, it sees fit to send a check drawn on its
correspondent, it should be accorded the right to reim-
burse itself for the tax liability occasioned by such
remittance."

The Federal Reserve Board has received numerous other re-

quests for rulings on questions arising under Section 751 of the

Revenue Act of 1932 and is assembling them for presentation to your

Department in due course; but the questions raised in this letter

are being submitted separately, because it is believed that a prompt

decision is desirable in the interest of both the Government and the

Federal Reserve Banks.
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Very truly yours,

Fugenc Meyer,
Governor.
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Copy. X~7205-b

The Secretary of The Treasury
Washington

July 18, 1932,

Honorable Eugene Meyer,
Governocr, Federal Reserve Board,
Washington, D. C.

My dear Governor:

In your letter to me of July 2, 1932, you refer to the
practice under which the Federal Reserve Banks receive checks
and drafts from collectors of internal revenue, collectors of
customs, and other depositors of public money for collection and
credit to the Treasurer of the United States, and state that cer-
tain non-member banks of the Federal Reserve System, upon which
these checks and drafts are drawn, have indicated an unwilling-
ness to pay the Federal tax on their own checks and drafts used
in making remittances to the Federal Reserve Banks in payment for
such items, and are deducting two cents for each remittance to
reimburse them for the tax. Under these circumstances you request
a ruling of the Treasury Department on the following questions:

1, Whether the tax imposed by section 751 of the
Revenue Act of 1932 applies to checks and drafts drawn
by banks on their correspondent banks in remitting to
the Federal Reserve Banks for checks and drafts drawn
on themselves payable to Collectors of Internal Revenue,
Collectors of Customs, and other officials of the Govern-
ment in their official capacities and sent to the drawee
banks by the Federal Reserve Banks for collection;

2 If so, whether the issuing banks may deduct two
cents from each remittance to reimburse themselves for
the tax; and

3s If so, whether the Treasurer of the United States
will accept credit on the books of the Federal Reserve
Bank for the amount of the checks and drafts covered by
each remittance minus the two cent tax on the remittance
check or draft,
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In the opinion of this Department the remittance checks

and drafts given under the circumstances referred to are tax-

able under section 751 of the Revenue Act of 1932, Such checks
and drafts are clearly included among the instruments described

in that section upon which the Federal check tax is imposed.

While checks and drafts drawn by officers of the United States

or of a State, county, or municipality, or of a foreign Govern-
ment, in their official capacities, against public funds stand-
ing to their official credit and in furtherance of duties imposed
upon them by law, are not subject to the tax, that exemption can
have no application to a person who in a private capacity draws

a check or draft as a medium for the satisfaction of an obligation
to the United States., In principle, a drawee bank in remitting

by its own check or draft to the Federal Reserve Bank in payment
of checks and drafts drawn on itself stands in the same position
as such a person and must pay the Federal tax imposed upon checks
and drafts drawn by it to make such payment. The bank's decision
to remit by check or draft is within its discretion and is not

due to any requirement of the United States. The Treasury Depart-
*ment has always taken the position that a check or draft is not
paid by the bank on which it is drawn until the proceeds thereof
have been received in actually and finally collected funds. Checks
or drafts in payment of obligations to the United States Government
would not be acceptable unless the amount of the instruments was

to be paid to the United States or to the Federal Reserve Bank as
ite fiscal agent without any deduction therefrom and without expense
to the Government, There is no warrant in law for any taxes or
expenses incurred by a bank in making payment of checks or drafts
drawn on itself being passed on to the fiscal agent of the United
States or by it to the United States.

For the reasons stated, the first question propounded by you
is answered in the affirmative and the second and third questions
in the negative,

Very truly yours,

(Signed) A. A. Ballantine,

Acting Secretary of the Treasury.
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FEDERAL RESERVE BOARD

WASHINGTON X-7206

ADDRESS OFFICIAL CORRESPONDENCE TO

THE FEDERAL RESERVE BOARD July 20 , 1932.

Digitized for FRASER

SUBJECT: Federal Reserve Exhibit at
Chicago. World's Fair in 1933.

Dear Sir:

Referring to the Board's letter of September 2, 1931,
No. X-6956, it will be appreciated if you will suggest to the
Board at your earliest convenience the name of any member of your
organization who would be desirable and available for service on
a system committee to arrange for an exhibit at the International
Exposition at Chicago in 1933. It would also be appreciated if
you would describe any material that you may have that would be
helpful to this committee, pe.rticﬁ.la:ly material accumulated in
connection with exhibits held at mectings of the American Bankers
Association and elsewhere. 1In view of the fact that the plans
for the Exposition have progressed quite far, it would be desir-
able to have such a committee at work as promptly as possible,
and it will be appreciatcd if yéau will send in the names and the
material at your early conveniecnce.

Very truly yours,

Chester Morrill,
Secretary.

TO ALL F. R. AGENTS.
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FEDERAL RESERVE BOARD i €

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-"7209

July 22, 1932.

SUBJECT: ©New Issue Treasury Bills.

Dear Sir:

In connection with telegraphic transactions in
Government securities betwe<: Feleral reserve banks, the
code word "NOXDEPOSE" hzs becn designated to cover a new
issue of Treasury Bills, dated July 27, 1932, and matur-
ing October 26, 1932.

This word should be inserted in the Federal re-
serve telegraph code bock, following the supplemental code

word "NOXDEMON® on page 172.

Very truly yours,

J. C. Noell,
Assistant Secretary.

TO GOVERNORS OF ALL F. R. BANKS.
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WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO x_7 21 O
THE FEDERAL RESERVE BOARD
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July 22, 1932,

SUBJECT: Audit of Reserve Stock of Incomplete
Federal Reserve Notes.

Dear Sir:

For your information there is inclosed a copy of the
recapitulation of an audit of the stock of incomplete Federal
reserve notes of the Federal reserve banks held at the Bureau
of Engraving and Printing as of close of business June 30,
1932, forwarded to the Secretary of the Treasury by Mr. M. R.
Loafman, Chief, Division of Public Debt Accouﬁts and Audit.
In accordance with arrangements made between the Treasury
Department and the Federal Reserve Board a representative of
the Board was present during the process of the audit.

In his letter forwarding the report of the audit to
the Secretary of the Treasury, Mr. Loafman stated that:

"The audit extended from July 1 to 7, inclusive, and con-
sisted of a piece count of the entire stock of Federal reserve
note faces and a package count of the uniform backs allocated
to Federal reserve notes. In view of the fact that a recent

piece count has been made by this office of the entire stock
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of each denomination of uniform backs on hand in the Bureau,

a package inspection of the uniform backs allocated to Federal

reserve notes was deemed sufficient at this time. The total
faces and backs audited was found to be in excess of the re-
quired reserve of 4,250,000 sheets of incomplete notes, faces
and backs as authorized in the letter of the Governor of the
Federal Reserve Board to the Under Secretary of the Treasury
under date of December 2, 1929, * * * With respect to the
total faces and backs of the $50 denomination, it will be
noted that the faces are greater and the backs fewer in pro-
portion than the quantities specified to be held in reserve.
This condition was caused by the withdrawal of backs for
printing faces for the Federal Reserve Bank of Chicago, in
accordance with supplemental printing orders dated June 23
and 25, 1932, and the apparent shortage in $50 backs is more
than offset by the excess quantity in $50 faces on hand."®

Very truly yours,

E. M. McClelland,
Assistant Secretary.

Inclosure.

TO ALL F. R. AGENTS.
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FEDERAL RESERVE BOARD
STATEMENT FOR THE PRESS
For release in Morning Papers, The following summary of general busi-
Monday, July 25, 1932. ness and financial conditions in the

United States, based upon statistics
for the months of June and July, will
appear in the forthcoming issue of the
Federal Reserve Bulletin and in the
monthly reviews of the Federal reserve
banks.

Industrial activity decreased further from May to June by somewhat
more than the usual seasonal amount and there was a conéiderable reduction
in factory employment and payrolls. The general level of commodity prices
advanced between the middle of June and the middle of July, reflecting

chiefly a rise in the prices of livestock and meats.

Production and Employment - Volume of industrial production, as measured

by the Board!'s seasonally adjusted'index, declined from 60 per cent of the
1923-1925 average in May to 59 per cent in June. There were large decreases
in output in the steel, coal, and meat-packing industries, while at auto-
mobile factories daily average production showed a smaller decline than is
usual at this season, and at woolen mills activity increased contrary to
seasonal tendency. Consumption of cotton by domestic mills showed the usual
seasonal decline.

At manufacturing establishments there was a further reduction of 3.6
per cent in number of employees and of 7.8 per cent in earnings between the
middle of May and the middle of June. Decreases in employment were general,
with the exception of the automobile and tobacco industries and of seasonally
active industries, éuch as vegetable and fruit canning and the manufacture
of ice cream. The largest decreases were in the steel, textile, chemical and

machinery industries and at railway repair shops.
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Daily average value of building contracts awarded, as reported by
the F. W. Dodge Corporation, declined in June but increased in the first
half of July.

Department of Agriculture estimates as of July 1 indicate a corn crop
of 3,000,000,000 bushels, the largest since 1923; a winter wheat crop of
432,000,000 bushels, 45 per cent smaller than last year and 21 per cent less
than the five-year average; a spring wheat crop of 305,000,000 bushelé, three
times as large as last year and slightly larger than the average; and a
tobacco crop one-fifth smaller than usual. )

Distribution - Volume of railroad freight traffic declined somewhat

further in June and value of merchandise sold by department stores decreased
by more thah the usual seasonal amount.

Wholesale Prices - The level of prices in wholesale markets, after

declining steadily during May, was relatively stable early in June, and after
the middle of the month there was an advance which continued through the
second week in July. Prices of several leading commodities, including live-
stock and meats, cotton, and sugar, increasad considerably during June and
the first half of July, but later showed some recession. Prices of wheat
declined to unusually low levels and markets for copper and lead continued
weak.,

Bank Credit - Volume of reserve bank credit continmued to increase be-
tween the middle of June and the middle of July, reflecting principally
further purchases of United States Govermment securities by the reserve
banks. In addition;‘hember banks obtained reserve bank funds through an
increase in the monetary stock of gold and a decline in deposits held with

the reserve banks by foreign central banks. Funds released from these
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sources were absorbed by an increase in the demand for currency which also
caused the member banks to draw on their balances with the reserve banks

and to increase their discounts somewhat. The demand for currency which

for the period amounted to $270,000,000, was caused by banking disturbances,
largely in 4¢he Chicago district, by seasonal requirements at the turn of the
month and the Fourth of July holiday, and by increased use of cash to avoid

" the tax on checks,

Loans and investments of reporting member banks, after fluctuating
widely during June, declined in the first two weeks of July, and on July 13
totaled $18.475,000,0QO, about $540,000,000 less than on June 1. There was
a further decline in loans, while the banks' investments in United States
Government securities, after increasing substantially during the period of
Treasury financing in mid-June, declined gradually, but on July 13 were still
$90,000,000 larger than six weeks earlier.

- Money rates in the open-market declined further during June and the
first half of July. At the Federal Reserve Bank of New York buying rates
for bankers"acceptances maturing within 90 days were reduced from 2 1/2 to
1 per cent on June 24. On the same day the bank lowered its discount rate
from 3 per cent to 2 1/2 per cent, and on the following day the rate at the

Chicago bank was reduced from 3 1/2 per cent to 2 1/2 per cent.
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July 25, 1932.
To: Federal Reserve Board Subject: Discounts for individuals,
From: Messrs. Harrison, Morrill, partnerships and corporations.
Goldenweiser, Smead, Siems
and Wyatt.

We respectfully recommend that the preposed circular on
the above subject be approved by the Board in the revised form
attached hereto.

Especial attention is invited to the revised Sections II
and III and to the fact that the proposed section regarding the rate
of discount has been omitted.

In the earlier drafts of Section Ii, it was proposed to
require Federal reserve banks to apply for the Board!s permission to
discount eligible paper for individuals, partderships and corpora=
tions and to state the unusual and exigent circumstances which, in
the judgment of their directors, justify such action. It is believed,
however, that the Board is already in possession of sufficient in-
formation to enable it to reach the conclusion that unusual and
exigent circumstances exist in all Federal Reserve Districts, and
it would simplify the procedure and expedite matters if the Board
would authorize all Federal reserve banks generally for a period of
six months to discount eligible paper for individuals, partnerships
and corporations.

Section III has been revised so as to provide that a Federal
reserve bank may discount for individuals, partnerships or corporaticns
(a) notes, drafts, or bills of exchange, which are the obligations of
other parties actually owned by such individuals, partnerships or
corporations and indorsed by them, or (b) the promissory notes of such
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individuals, partnerships or corporations indorsed by other parties whose
indorsements are satisfactory to the Federal reserve bank, This construes
the law as permitting direct advances to individuals, partnerships and
corporations on their own promissory notes. On this point, the law is not
at all clear, Technically, it could be construed as authorizing the
Federal reserve banks to discount only eligible paper consisting of obliga~-
tions of other parties actually owned by such "individuals, partnerships or
corporations; but it is believed that, in view of the remedial character of
the legislation, it should be given the more liberal interpretation, which
would permit direct advances. Otherwise, the benefits ¢f the amendment
would be greatly restricted.

The proposed section regarding discount rates has been omitted
entirely from this draft of the circular; because it is not believed to be
necessary and because it is believed that this subject can be dealt with
better when it arises, in the light of the circumstances existing in each
Federal Reserve District, and especially in the light of the rates
customarily charged by commercial banks in each district on similar classes

of paper.
Respectfully,

(8) Walter Wyatt
Chester Morrill
L. A. A, Siems
E. L. Smead

WW e mw E. A. Goldenweiser
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July 25, 1932.

SUBJECT: DISCOUNTS FOR INDIVIDUALS, PARTNERSHIPS AND

CORPORATIONS.

T0 ALL FEDERAL RESERVE BANKS:
The third paragraph of Section 13 of the Federal Reserve
Act, as amended by the Act of July 21 , 1932, provides as follows:

"In umusual and exigent circumstances, the
Federal Reserve Board, by the affirmative vote of not
less than five members, may authorize any Federal reserve
bank, during such periods as the said board may determine,
at rates established in accordance with the provisions of
section 14, subdivision (d), of this Act, to discount for
any individual, partnership, or corporation, notes, drafts,
and bills of exchange of the kinds and maturities made
eligible for discount for member banks under other provi-
sions of this Act when such notes, drafts, and bills of
exchange are indorsed and otherwise secured to the satis-
faction of the Federal reserve bank: Provided, That before
discounting any such note, draft, or bill of exchange for an
individual or a partnership or corporation the Federal re-
serve bank shall obtain evidence that such individual,
partnership, or corporation is unable to secure adequate
credit accommodations from other banking institutions. All
such discounts for individuals, partnerships, or corporations
shall be subject to such limitations, restrictions, and
regulations as the Federal Reserve Board may prescribe.”

In view of the fact that the power conferred by this provision

can be exercised only in "umusual and exigent circumstances", the Fed-
eral Reserve Board has not prescribed any formal regulations governing
the exercise of this power; but the réquirements of the law and the
procedure which the Federal Reserve Board will expect to be followed
are outlined below for the information of the Federal roserve banks and
any individuals, partncrships or corporations that may contemplatc

applying to them for discounts.

P
w
by
ool
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I. LEGAL REQUIREMENTS.

It will be observed that, by the express terms of the law:

l. The power conferred upon the Federal Reserve Board to
authorize Federal reserve banks to discount eligible paper for in-
dividuals, partnerships or corporations may be exercised only:

(a) In unusual and exigent circumstances,

(b) By the affirmative vote of not less than five members
of the Federal Reserve Board, and

(¢) TFor such periods as the Federal Reserve Board may
determine,

2« When so authofized, a Federal Reserve Bank may discount for
individuals, partnerships or corporations only notes, drafts and bills of
exchange of the kinds and maturities made eligible for discount for member
banks, under other provisions (Sections 13 and 133) of the Federal Reserve
Act. (Such pggggﬁgggafcomply with the applicable requirements of Regulation
A of the Federal Reserve Board),.

3. Paper discounted for individuals, partnerships or corporations
must be both (a) indorsed and (b) otherwise secured to the satisfaction
of the Federal reserve bank,.

4.. Before discounting paper for any individual, partnership
or corporation, a Federal reserve bank must obtain evidence that such
" individual, pertnership or corporation is unable to sccure adequate
credit accommodations from other banking institutions,

5. Such discounts may be made only at rates established by the

Federal reserve banks, subject to review and determination by the Federal

> a, s -
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8. All discounts for individuwals, partnerships or corporations
are subject to such limitations, restrictions, and regulations as the

Feceral Reserve Board may prescribe,

II, AUTHORIZATION BY THE FEDERAL RESERVE BOARD

The Fedecral Reserve Board, being satisfied that there are in all
Federal reserve listricts unusual and exigent circumstances which justify
such action, hereby authorizes all Federal reserve banks for a period of
six months from the late of this letter to discount eligible notes,
drafts and bills of exchange for individuals, partnerships and corpora-
tions, subject to the provisions of the law, the Board's regulations, and

this circular,

III. FOR WHOM PAPER MAY BE DISCOUNTED,

A Federal reserve bank may discount for individuals, part-
nerships or corporations notes, drafts or bills of exchange, which
are the obligatidns of other parties actually owmed by such individuals,
partnerships or corporations and indorsed by them, or the promissory
notes of such individuals, partnerships, or corporations indorsed by
other parties whose inlorsements are satisfactory to the Federal re-
serve banlz,

Within the meaning of this circular, the term "corporations'

does not include banks.
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IV. APPLICATIONS FOR DISCOUNT.

Each application of an individual, partnership or corporation
for the discount of eligible paper by the Federal reserve bank must be
addressed to the Federal Reserve Bank of the District in which the
principal place of business of the applicant is located, must be made
in writing on a form furnished for that purpose by the Federal reserve
bank and must contain, or be accompanied by, the following:

1. A statement of the circumstances giving rise to the applica-
tion and of the purposes for which the proceeds of the discount are to be
used;

2. ZEvidence sufficient to satisfy the Federal reserve bank as
to (a) the legal eligibility of the paper offered for discount under
Section 13 or Section 13(a) of the Federal Reserve Act and Regulation A
of the Federal Reserve Board and (b) its acceptability from a credit
standpoint;

3. A statement of the efforts made by the applicant to obtain
adequate credit accommodations from other banking institutions, including
the names and addresses of all other banking institutions to which appli-
cations for such credit accommodations were made, the dates upon which such
applications were made, whether such applications were definitely refused
and the reasons, if any, given for such refusal;

4. A list showing each bank with which the applicant has had
banking relations, either as a depositor or as a borrower, during the
preceding year, with the approximate date upon which such banking relations
commenced and, if such banking relations have been tefminated, the approxi-

mate date of their termination;
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5. Complete credit data regarding the financial condition of
the principal obligors and indorsers on the paper offered for discount;
.6. A list and description of the collateral or other security
offered by the applicant;
7. A waiver by the applicant of demand, notice and protest
as to applicaﬁt's obligation on all paper discounted by the Federal re-
serve bank or held by the Federal reserve bank as security; and
‘8. An agreement by the applicant, in form satisfactory to the
Federal reserve bank, (a) to furnish additional credit information to the
Federal reserve bank, when requested, (b) to submit to audits, credit
investigations or examinations by repreéenfatives of the Federal reserve
bank at the expense of the applicant, whenever requested by the Federal
reserve bank, and (c) to furnish additional security whenever requested to
do so by the Federal Reserve Bank.

V. GRANT OR REFUSAL OF APPLICATION.

Before discounting notes, drafts, or bills of exchange for any
individual, partnership br corporation, the Federal reserve bank shall
ascertain to its satisfaction by such means as it may deem appropriate:

1. That the financial condition and credit standing of the
applicant justify the granting of such credit accommodations;

2. That the paper offered for discount is acceptable from a
credit standpoint and eligible from a legal standpoint;

3. That the security offered is adequate to protect the Federal
reserve bark against loss;

4. That there ié a reasonable need for such credit accommoda-
tions; and
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5. That the applicant is unable to obtain adequate credit
accommodations from other banking institutions.

A special effort should be made to determine whether the
banking institutions with which the applicant ordinarily transacts his
banking business or any other banking institution to which the applicant
ordinarily would have access is willing to grant such credit accommodations.

A Federal reserve bank should not discount such paper unless it
appears that the proceeds eof such discounts will be used to finance current
business operations and not for speculative purposes, for permanent or
fixed investments, or for any other capital purposes. Except with the
permission of the Pederal Reserve Board, no such paper should be discounted
if it appears that the proceeds will be used for the purpose of paying off
existing indebtedness to other banking institutions.

In discounting paper for individuals, partnerships or corpora-
tions, a Federal reserve bank should not make any commitment to renew or

extend such paper or to grant further or additional discounts.

PO

VI. LIMITATIONS.
Except with the permission e¢f the Federal Reserve Board, no
Federal reserve bank shall discount for any one individual, partnership
or corporation paper amounting in the a.égregate to more than one per
cent of the paid-in capital stock and surplus of such f‘ederal reserve bank.,

VII. ADDITIONAL REQUIREMENTS.

Any Federal reserve bank may prescribe such additional require-
ments and procedure respecting discounts hereunder as it may deem necessary
or advisable; provided that such requirements and procedure are consistent
with the provisions of the law, the Board'!s regulations and the terms of

this circular,
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By order of the Federal Reserve Board.

Chester Morrill,
Secretary.
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD '

X-7213
July 26, 1932,

SUBJECT: Suggested Form of Application for Discount
by an Individual, Partnership or Corporation.

Dear §ir:

fhere are inclosed four copies of a suggeSted form of
application for use in connection with discounts for individuals,
partnerships or corporations under the provisions of Section 13
of the Federal Reserve Act as amended by the Act approved July
21, 1932, if and when the Federal Reserve Board authorizes dis-
counts for individuals, partnerships and corporations under the
provisions of that section as amended. There are also inclosed
four copies of a form of resolution to be adopted by the boafd
of directors of the corporation when the applicant for discount
is a corporation: |

The inclosed forms have not been considered by the
Federal Reserve Board and are not prescribed by the Board; but
they have been prepared for the assistance of the Federal reserve
banks in preparing forms of application in this connection and in
order to obtain uniformity in such applications in so far as

possible. It is suggested that you submit these forms to your
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Counsel for careful consideration, inasmuch as it mayvbe
desirable or necessary to make amendments or additioés in
order to meet conditions existing in your District. When
the forms have béen revised and approved by your Counsel,
please send us five sets for the information and records

of the Board.

Very truly yours,

Chester Morrill,
Secretary.

Inclosures.

P.S. Since the preparation of these forms, it has been
suggested that an item be added to the form of application
as follows:

"The applicant hereby waives demand, notice
and protest as to applicant's obligation on all
paper discounted by the Federal reserve bank or
held by the Federal reserve bank as security.®
This item might appropriately be inserted in the

inclosed form of application immediately after the first

line on page 8 thereof.

TO GOVERNORS OF ALL F. R. BANKS.
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APPLICATION FOR DISCOUNT BY¥ AN INDIVIDUAL,

PARTNERSHIP OR CORPORATION.

To the Federal Reserve Bank of

Application is hereby made, on this __ ___day of ,

193, to the Federal Reserve Bank of by

(name and address

_ for the discount of the

of applicant)
commercial, industrial or agricultural paper described in Schedule A attached
hereto, éﬁd such schedule is hereby made a part of this application.

The applicant hereby certifies that all of the notes, drafts or
bills of exchange for the discount of which application is herein made are
notes, drafts or bills of exchange which have been issued or drawn, or the
proceeds of which have been used or are to be used in the first instance, in
producing, purchasing, carrying or marketing goods in one or more of the steps
of the process of production, manufacture, or distribution, or for the purpose
of carrying or trading in direct obligations of the Government of the United
States, It is further certified that none of such notes, drafts or bills of
exchange was acquired from a bank.

The applicant further agrees that the proceeds of the discount fqr
which application is herein made shall be used by the applicant to finance
current operations and shall not be used for speculative purposes, for per-
manent or fixed investments, for any other capital purpose, nor for the

purpose of paying 'off existing indebtedness to other financial institutions.
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The circumstances giving rise to this application and the purposes

for which the proceeds of the discount are to be used are as follows:

The applicant hereby certifies that every reasonable effort has

been made to obtain adequate credit accommodations from other banking insti-

tutions and submits the following information describing such efforts.

The banks to which applications for credit accommodations have been

made and other information with regard thereto are as follows:

Name and Address of Bank

. L) . . . . L] . L] L} . L] .

.e

Date of
Appli-
cation

H

.
L4

Was application : Reasons given for refusal
definitely re-

fused? (Yes or no)

e & e s ¢ s & e ° o 9 e o o s+ & o o s o

s
.

.
.

.
*

The following information is submitted with regard to all banks with

which the applicant has had banking relations, either as a depositor or as a

borrower, during the last preceding year.
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Name and Address off Depositor | Date bank- | Date bank- |Amount of | Amount of
Bank or borrow-| ing rela- ing rela- | line of line of
er (Indi-| tions com- | tions ter- | credit credit
cate by D | menced. minated., granted. | availed
or B). of at

present time.

L] . . . L . . . . . L] ° L] L] . L] L] L] . . . L] L] L L] L . L L] . . L L] , . - * L] L] . . L] «

Financial statements of the makers and of the endorsers on the paper
offered for discount (including a financial statement of each of the partners
when the applicant is a partnership) are attached hereto, and the applicant
hereby certifies that to the best of his knowledge and information each of such
statements contains a true, complete and correct statement of the financial
condition of the maker thereof,

The applicant hereby offers to the Federal Reserve bank the follow-
ing described collateral or other security to secure the payment of any or all
of the notes, drafts and bills of exchange for the discount of which the appli-

cant has herein applied:

The applicant hereby agrees (a) to furnish the Federal reserve bank
such additional financial statements, copies of recent auditors' reports and

ngﬂmgﬁpgﬁsggedit information as are requested by the Federal reserve bank, (b)
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to submit to audits, credit investigations or examinations by representa-
tives of the Federal reserve bank when the Federal reserve bank shall so
desire, and (c) to furnish any additional information, collateral, further
assurances or security which the Federal reserve banlk, in its discretion,
may require. Any such additional statements, copies of auditors’s re-
ports, information, collateral, assurances, security, audits, credit
investigations, or examinations shall be furnished or made at the expense
of the applicant. | .
The Federal reserve bank, at its discretion, may collect

and at the expense and in the name of the applicant, or otherwise,
enforce the payment when due of any note, draft or bill of éxchange
discounted for the applicant or of any or all collateral or other
security held hereu.nder,‘by suit or otherwise, may sﬁrrender, compro-
mise, release, renew, extend, or exchange all or any thereof, and
may apply the net proceeds thereof to the payment of any obligation
of the applicant to it. The applicant will pay or cause to be
paid to the Federal reserve bank all expense which the Federal
reserve bank may incur in connection with the collection and/or
enforcement of any notes, drafts or bills of exchange discounted for
the applicant, and any security or substitution therefor, even though

§ no foreclosure or other legal action takes place. The applicant
will pay or cause to be paid promptly when due all taxes, insurance
premiums, warehouse charges, transportation costs, and other expenses
necessary for the enforcement, preservation, gand/ or protection of any

security pledged herecunder, including the enforcement of any guaranty which the
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FeCeral reserve bank may hold hereunder, and including fees for
filing and recording mortgages and the like, or assigmments
thereof, required by the Federal reserve bank. If the applicant
fail to make any payment required in the preceding provisions of
this paragraph, the Federal reserve bank is authorized to do so
ané shall have a lien upon all collateral held by it until it
shall have been fully reimbursed for any advance which it may
have made in payment of any such items, together with interest
thereon at the rate of ___ ¢ per anmm,

Any check or draft received by or for the Federal re-
serve bank for the account of the applicant may be presented for
payment or forwarded for collection direct to the bank upon which
drawn or at which payable., Cash, bank drafts, transfers of funds
or bank credits, or any other forms of payment or remittance may
be accepted by the Federal reserve bank in payment of or renit-
tance for any such check or draft, but the applicant shall not be
entitled to credit on account of any such check or draft until
the Federal reserve bank shall have received the amount thereof
in aétually and finally collected funds, and the amount of any
such check or draft credited by the Federal reserve bank may be
charged back to the applicant notwithstanding the check or draft
itself cannot be remd.

Upon eny failure of the applicant to comply with any pro-

vision of this application or upon any default in the payment of any
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obligation to the Federal reserve bank or in case a receiver
or liquidator is aponointed for the an»licant or any of its
vronerty, or in case of adjudication of insolvency, or assign-
ment for benefit of creditors, the Federal reserve bank is auth-
orized to declare any or all obligations of the apnlicant to
the Federal reserve bank due and payable forthwith, and the same
shall thereupon become so due and payable. And in case of any
such default, the Federal reserve bank is authorized to sell, as-
sign, and deliver the whole or any part of the collateral held
hereunder and any substitutes therefor or additions thereto, and
any guaranty held by the Federal .reserve bank in connection with
the applicant's obligations, at any public or private sale without
demand, advertisement, or notice of the time or place of sale or
adjournment thereof, for such nrice as it may deem fair, the
applicant hereby waiving any and all equity or right of redemption
whether before or after sale hereunder, and, upon such sale, the
Federal reserve bank may become the vurchaser of the whole or any
part of such security free from any such right or equity of redemm-
tion, In case of any such sale, after deducting all costs, attorneys!
fees, and other exnenses of collection, the Federal reserve bank may.
apply the residue of the nroceeds of such sale or sales to the »nay-
ment of any or all obligations of the anplicant to the Federal re-
serve bank, whether due or not, as the Federal reserve bank shall

deem orover, and any balance remaining shall be paid to the apnlicant.
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Without limiting or affecting such rights of the Federal re-
serve bank so to sell a part or all of such security, the Federal re?
serve bank is further authorized at its option and in its discretion
to collect or cause to be collected or otherwise converted into money
all or any vart of the security ﬁeld hereunder, by suit or otherwise,
and is authorized in such case to surrender, compromise, release,
renew, extend, or exchange any of such security without prior notice

" or consent of the applicant. Proceeds of collections so made, after
first deducting costs, attorneys' fees and expenses of collection,
ﬁay be anvlied to the payment of any or all obligations of the ap-
plicant to the Federal reserve bank, whether due or not. In the
event of any legal proceedings, all costs and reasonable attorneys!
fees incurred by the Federal reserve bank shall become part of the
obligation of the applicant to the Federal reserve bank covered by
the provisions hereof.

| Upon any transfer or nledge of any obligation of the
applicant, the Federal reserve bank may deliver the collateral or
any part thereof or interest therein or any guaranty or other document
held hercunder in connection with the applicantt!s obligations
to the Federal reserve bank to the transferee or pledgee, who ‘
shall thereupon become vested with all the powers and rights
herein given and shall have the same remedies as if originally
named herein,

The Federal reserve bank shall be protected in acting upon

any notice, request, consent, certificate, writing, resolution or

other paper or document believed by it to be genuine and to have
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been signed, executed, passed, or presented by the proper parties.

The applicant agrees to be and remain bound for the nayment
of all obligations to the Federal reserve bank pursuant hereto and
that the lien hereof and any vledge or nledges hereunder shall re-
main undisturbed notwithstanding any delay, extension of time, sub-
stitution of security, renewal, or other indulgence granted by the
Federal reserve bank in connection with any note, draft or bill of
exchange discounted for the apvnlicant or security held hereunder,
hereby waiving all notice of such delay, extension, substitution,
renewal, or other indulgence. The apvlicant expressly reserves the
right to anticipate the vayment of any obligation to the Federal re-
serve bank under this or any other apvnlication, but agrees that any
payment so made by it may be applied on any of its obligations to
the Pederal reserve bank, whether due or not, in such order as the
Federal reserve bank may elect.

The applicant hereby agrees that wherever the obligation
of the applicant is referred to herein, it includes the applicant!s
obligation to the Federal reserve bank as maker, drawer, accqptof.
indorser or guarantor of any negotiable or nonnegotiable instru~

ment, or in any other manner.

(signature)

NOTE:

When made by an individual, the application for discount of
notes, drafts or bills of exchange should be signed by the individuval.
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When made by a partnership, the application should be
signed by one of the members of the partnership and should be
accompanied by a certified copy of the partnership agreement,
if any, as amended to the date of the application.

When made by a corporation, the epnlication should be

signed by one of its duly authorized officers and should be ac~
companied by a certified copy of the resolution of its board of
directors authorizing such officer to make the application on
behalf of the cormoration. Such anvlication should also be ac-
companied by a certified coyy of the corporation's Articles of
Association or Charter and of the by-laws of the corporation, as
amended to the date of the apvlication.
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RESOLUTION OF 3OARD OF DIRECTORS OF APPLICANT CORPORATION

RESOLVED, That ' the
(name) ' (office)

and the
(name) "(office)

of this corporation, or either of them, be, and they are hereby,
authorized and empowered for and in the name and on behalf of this
corporation to execute and/or deliver to the Federal Reserve Bank of

the following papers and documentss

(1) Application for the discount of any notes, drafts or bills
of exchange owned by this corporation, such discount to be at the rate
of interest prescribed by the Federal reserve bank with the approval of
the Federal Reserve Board, on a form prescribed or approved by the
Federal reserve bank, which form has been submitted to the Board of
Directors of this corporation. A

(2) The n‘otes, adrafts or bills of exchange covered by such
application and made, accepted or indorsed in the name of this corpora-
tion by ’such officers or either of them,

BE IT FURTHER RESOLVED, That in order to secure the payment of
any or all of such notes, drafts or bills of exchange discounted by
the Federal reserve bank for this corporation and to guarantee the
faithful performance of any contract entered into with the Federal
reserve bank, the said officers of this corporatien be, and each of
them is hereby, authorized and empowered in their discretion to pledge

and hypothecate with the Federal reservs bank any collateral or property
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belonging to this corporation and any collateral or i)roperty which they may
in their discretion, from time to time, substitute therefor, and a.ny
collateral or property which may be required from time to time as additional
security for the payment of any such <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>