BOARD OF GOVERNORS

OF THE | 1_79
FEDERAL RESERVE SYSTEM

- 590
WASHINGTDN S )9)

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

December 14, 1942,

Dear Sir:

There is attached a memorandum from the War De-
partment, dated December 7, 1942, setting forth the proce~
dure to be followed in the future in making amendments to
executed guarantee agreements,

We have been advised that the procedure outlined
in the War Department memorandum will be satisfactory to
the Navy Department and to the Maritime Coumission,

. The Federal Reserve Bank of New York has furnished
us with a copy of a form it proposes to use in effecting
changes, other than changes in the amount of the loan, in
guarantee agreements, This form, a copy of which will be
sent to you under separate cover, has been reviewed by rep-
resentatives of the War Department, Navy Department, and
Maritime Commission, and they are all in agreement that
this constitutes a very satisfactory form of supnlemental
agrecment for use in the class of cases referred to in par-
agraphs 5 and 6 of the enclosed War Department memorandum.

AT

\qt,
L, P, Bethea,
Assistant Secrctary.

| Enclosure

TO THE PRESIDENTS OF ALL FEDERAL KESERVE BANKS
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COPY

WAR DEPARTEENT
HEADQUARTERS, SERVICES OF SUTFLY
WASHINGTON, D.C.

Decomber 7th, 19,2

SPBFJ~

MENCRANDUK:  From the Wer Department to the Board of Governors
of the Federal Reserve System

.- SUBJECT ¢ Amendments of Execcuted Guaruntee Agreoments

. l, In a considerable number of casss, the Viar Department has
authorized amendments of executed guarantee agreements, and in some
cases such amendments have been made by the Federal Reserve Banks

under their delegated authority in loans of $100,000 or less, There
appears to be some confusion as to the menner in which such amendments
are to be effected and also as to the correct numbering of the amended
agreements. It is recognized that the War Department's instructions in
this respect have not always been consistent and .in many cases have not
been as complete as they might have been, It is hoped that the following
. instructions will estatlish for ths future a 51Wp1e rrocedurs for the
amendnent of existing guarantee agreements.

2. Extensions of the maturity of the loan, and consents to the
release, salec, transfer, further pledge, subordination, or substitution
of any of the collateral, do not need to be treated as amendments of
the guarentes agreement, and are not included in the following instruc-
tions.

. 3. It is requasted that hereafter all amondments of executed
guarantes agreements, whether authorized by this office or approved
by the Federal Reserve Bunks under their delegated authority in losns
of $100,000 and less, be effocted in the manner outlined below, so
that this office will be able to furnish to the General Accounting
Officc & complete set of all guarantes agroements with all amendments.

L. If the amendment changes the amount of the loan, it is

sugge stod that the Federal ReSuer Bonks treat the amendment in the

¢ seme way as & nsw loan, which is to be used in part to repay the out-
standing loan under the original guarsntce agreement, There should
therefore be & new pguaranteec agreement, currertly dated, bearing o new
current number, and showing the new amount of the loan, as changed,

. The old guarantee agreement should bs cancelled, in the manner specified
in the War Department's memorendum of September 10, 1942, and the in-
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debtedness under the old guarantes agreement should be reported to this
office as having becen paid.

5. If the amendment doss not changs the amount of the loen, the
amendmont should be effected by execcuting & supplemsntal agresment
in the form of & letter agre=zment. The supplemontal agresment should be
dated currently end should carry the same number as the original guarantee
agroement, modifi~d so as to read "Supplement No. to Contract W
. F.C. " or Contract W F.C. , "Supplement No.  ". The supple-
mental agrosment should be cxecuted in the same way as & guarantce
agreement, that is, there should be four cxecuted copizs signed by the
Federal Reserve Bank and the financing institution, with the seal of
.- the finencing institution appearing opposite its signaturz, and two
executed copies should be sent to this office.

6. In those cases wh:re a loan agre~ment has been referred to in

a guarantee agreament, &nd it is proposed to amend the loen agreemont,

the gensral procesdure outlined in paragraph § will be appropriate,.

The supplemental agreemert will describs the amendme@nts thet have been

made in the loan agreement and will state that the guarantee agreement

is amended so as to cover the amended loan agreement, It should be

-~ noted that in cases of this kind, the mere amendment of the loan agree-
ment between the financing institution and the borrower (to which the
War Department is not a party) is not enough,

7. If the original guarantee agreement was executed before the
distribution of the mandatory and optional standard conditions which
-were transmitted with the War Department's memorandum of October 9,
19];2, these conditions do not need to be included in the amendment,
nor do they need to be included in any new guarantee agreenent executed
- in accordance with paragraph L, above. But, as specified in the last
paragraph of the War Dopartment's memorandum of October 9, 19.2, if any
of the new optiocnal conditions ars used, &ll of the mandatory conditions
must be taken, too.

8. Kirdly transmit the foregoing to all Federal Reserve Banks
end Liaison Officers.,

War Department of the United States
By: (Signed) Paul Cleveland

PAUL CLEVHSLAND,
. Lt, Colernzl, A. U, S,
Chie¢f, Lour Soction,
Advance Payrent & Loan Branch
Fiscal Division,.
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