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Dear Sir: 

BOARD OF GOVERNORS 
OF" THE 
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FEDERAL RESERVE SYSTEM 
WASHINGTON S-574 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

October 23, 1942 

In connection with the execution of guarantee agreements pursuant 
to Executive Order No. 9112, certain questions have recently arisen as to 
the interpretation of the words "original maturity" appearing in section 1 
of the standard form of guarnntee agreement. The Board has now recoived from 
the War Depart,nent a rnemorandtun dated October 5, 1942, setting forth the War 
Department's views with respect to these questions • 

With respect to whether the words "original maturity", as here u~;ed, 
refer to an accelerated maturity, the War Department in this memorandum takes 
the view that these words "were intended to refer to the expressed maturity of 
a loan and were not intended to refer to accelerated maturity whether automatic 
or optional." 

With respect to whether, in the case of a revolving credit, the words 
"original. maturity" refer to the mr:_turity of a note representing a particular 
advance under the revolving credit or to the date of final maturity of the 
credit agreement, the vlar Department 1 f.l m,;morandum contains the following state­
ment,.: 

"The €;'1larantee agreement was originally drafted 
with a term loan in mind rath·2r than a revolving credit. 
Consequently, ther.::.: is some ambiguity in the casG of re­
volving credit as to whether the 60-day period starts 
running from the date of maturity of the note represent­
ing a particular advance rather than from the date of 
final maturity of the revolving crcdi t as express,::d in 
the loan agreeilllent. l< ><- '" 

"Consequently, the v1ar Department has aL·rays held 
th(..: vt,~w, in which it is beli.evod the; Navy Department 
concurs, thr1t the words 1 original m.a.turi ty' in section l 
of the guarantee agreement as applied to a re;volving 
credit JllGr'ns the d1.1.te expressed in the loan agreement 
for the tc·rmination of the credit rather than the date 
of any particular not(; issued in accord·mce with that 
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"credit. It is beli8ved that this is the only inter­
pretation consister::t -d tb the last sentence of section 
1 of the guarantee ar,reement which reads as follows: 

•-•. here the loan is pay?.t.le in t-:m or 
more amcw1ts or in:.>talments maturing at dif­
fer-en·~. times .• the maturity ol' the loan shall 
be the maturity of the amount or instr,l.mcnt 
whieh j_s last due.'H 
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In this connection, the Yar Department points out that to inter-orct 
t:O.r:: i'mrcis "original maturity" as referring to thG date of maturity of r.t note 
rcprc;,;en·~.ing .". particular advanc,:: would m:;;:::.n that n finr.ncing institution in 
c;:;..~e of a r~wolving credit would have to "put" within 60 r.iays after the: expi­
ration of the d~·.te at whlch a particular noto became due even thougb the 
fim::.ncing institution is obligat<.'d to extend. aaditiona-L credit; and that this 
woulJ incr.,_,asG th"3 likelihood of "puts" and would. seem umksirablc to the ·dar 
Dcp.':lrtment. 'l'h~, 1i;r1:l.I' Department has gi v·::n con~idt::r'ltion to thE' inclusion in 
guc.cr::mtec agre,Jut;nts of a special condi tio!l clarifying this question, but has 
concluded th2t such .J.ction is unncc~:~;sary in visw of the intcrprt:;tation '.lbovo 
expresseci. In this connoction, tt~·:; i'ar D:::.partment' ~' m:::Juor·.•:ndwn states: 

"It 'N-'W c::.lso f·~~lt T..hJ.t such 2.n interprc.~t<lti ve 
provision might throvr some~ doubt on e~:ist:l.ng gut.;.rantccs 
of rcvolvlnt:.: cre;di t~: and th, .... , it :wuld be better simply 
to notify all Fcdcrr.1l. ll.e::.srv<; Ba.nks of this intcrprE;ta-­
tion rdth authority +,o ;;iv<; any fimtncing institution 
having doubt as to the interpretation :::. letter expres­
sing tl-:e views of the guarantor." 

Very truly yours, 

L. P. Bethea, 
AssistC:mt Secretary . 

'l\J THE PHESIDEJJTS OF ALL FEDER:....L HESEEVL; BANKS 
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