. o 187

BOARD OF GOVERNORS

OF THE
. FEDERAL RESERVE SYSTEM o o
WASHINGTON S-60L
ADDREBB OFFICIAL CORRESPONDENCE
T3 THE BOARD
.- T oS
December 23, 1942
o
Dear Sir:
‘,

There is enclosed for your information and guidance copy of

a memorandum dated December 10, 1942, =signed by Col. John C. Mecchem,

bignal Corps, U.o.A., setting forth the procedure to be followed with
a respect to the purchase by the Viar Department of the guaranteed por-
tion of guaranteed loans. Ve are advised by Mr. Willlam 4. Coolidge,
Acting Chief, Finance Section, Navy Lepartment, and by Mr. B. B.
Griffith, Assistant to Director of Finance of the Maritime Commission,
that the procedure outlined in the War Department memorandum of De-
cember 10 is satisfactory to the Navy Department and the Maritime Com-
mission.

The Navy Department has also advised us that the written de-

» mand for purchase of principasl and interest submitted by a financing

institution must contain sufficient informetion to identify the loan,

apd state (&) the unpaid principal amount of the loan on the date of

the demend for purchase, (b) the amount of interest due and unpaid on
- the date of the demend for purchase, (c) the percentage of the loan to
' be purchased, and (d) that the statements contained in the written de-
mand are correct and just. It is ascumed that in most cases at lecst
a finencing institubtion will he in touch with you prior to the submis-
sion of a formal demand for purchese and that it will be @ simple mat-
ter for you to tell it to include the sbove data in ity written demand.
If the written demand as submitted does not contain all such informe-
tion, the Navy Department requests that you follow the procedure spec-—
ified in the enclosure herewith and in addition proceed immediately to
.- obtain a statement from the financing institution which will contain
the above information. Three copics of the revised statement from the
financing institution containing the information specified above should
be forwarded to Washington by air mail as soon as received, cnd wire
advice of its meiling should be prouptly transmitied te the Board.

Statements in the form outlined above in the case of the Navy
Department will be satisfactory to both the War Departiment and the
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Maritime Commission, but we have been advised informelly by represent-
atives of the War Department and Maritime Commission that a demand for
purchases received from s financing institubion which is in such form
as, in the opinion of your counsel, constitutes en effective demand
uncer the terms of the guarantee cgreement will be sufiicient.

sy

Very truly yours,

L. P. Bethes,
Assistant Secretary.

* Enclosure

TO THE PREGIDENT: OF ALL FEDERAL RESERVE BeNKS
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WAR DEFARTMENT
HEADQUARTERS, SERVICES OF SUFFLY
SPBFJ- WASHINGTON, D.C.

December 10, 19.2

VEL'ORANDUM: From the War Department to the Board of Governors of
the Federal Reserve System.

SUBJSCT s Procedure with respect to Furchase of Guaranteed Fortion
of Guaranteed Loans.

1. It is requested that the Board of Governors notify all
Federal Reserve Banks of the procedure set forth in the following
paragraphs with respect to the purchase by the War Department of the
guaranteed portion of guaranteed loans,

2. Upon receipt of written demand by a financing institu-
tion that the Var Department purchase the guaranteed portion of a
guaranteed loan, pursuant to section 1 and any other applicable
sections of the guarantee agreement, it is requested that the Federal
Reserve Bank prepare a statement setting forth the following:
(a) Name and address of borrowsr.

(b) Number of guarantes agreement.

(¢) Maximum amount of loan specified in
guarantec agresment.

(d) Porcent puaranteed.

(e) laturity.

(f) 1Interest rate.

(g) Guarantee fee.

(h) That written demand for purchase was
received from (insort.name and address
of finsncing instituticn) on (insert

date),

(1) Amount of loan outstanding on date of
receipt of demand for purchase,
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(j) Computation of amount to be paeid to financing

()

(1)

institution:

(1) Guaranteed portion of out-
standirg loan 8
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(2) Accrued interest to (tenth
day following receipt of
writtsn demsnrd, except if
tenth day is rot & busi-
ness day, thoen to the
next succecdirg busiress
day) 3

(%) Total (reprzsents funds to
be mado available to

Federal Reserve Bank) $

() Accrucd guarsntze fee to
(same date us (2) above:
to be deposited by Fed-
eral Reserve Bank with
Treasurer of the United
States in usual mannar) 8

(5) Amount tc bes puid to
finencing institution

N

Whether or not to the bast of its knowledge

and belief there has beon any violation of ths
guarantes agreemont or bad faith on the part of
the firancing institution,

Wheth»r or not to the bast of its knowledg: and
beliaf there has been any default by the borrower
in complying with the tzrms of ths loun.

(m) A reousst that funds in the amount shown under (3)

(n)

of subperagraph (j) above be pluced at its dis-
posel not latsr than ore day prior to the duts to
which accrued interest und scerued guarantce fec
heva bzon computed undsr suech subpuragraph.

A certificats as follows, "I certify that to the
best of. the knowled;s and belief of the Federal
Rasarve Benk of the above bill
is corrsct and just and thzt payment thersfor has
not be=n received.”
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Memorandum to Board of Governors 3 December 10, 19L2

As soon us the above date has be=n pr:aparod by the Federal Reserve

Bank it should be tronsmitted by wire to the War Department through

the Boerd of Governors. At the same time three copies of ths above
. statsment exscuted by an authorized officer of the Federal Reserve
Benk and three copies of the written demand received from the finane-
cirg institution bearing the following, "I hereby certify that the
forzgoing is a true and correct copy of a letter received by ths
Foderal Reserve Bunk of , on (insert dete)"
and signed by an authorized officer of said Bank, should be forwarded
by mail to ths War Department through the Bourd of Governors.

3., Funds will be rede aveilabls to the Federal Ressrve Bank
* through ¢ wire from the Treasurer of the United States authorizing the
Bank to charge the Treasurer's account for the specified amount, In
order to identify tho payment the wire will state the nume of the finan-
cing institution, guarantee agreement number end date of the Federal
" Reserve Benk's statement.

L. A copy of th» voucher {Form No, 103L) rsleting to esch
purchase will bz forwarded to the Federal Reserve Bank by the Finance
Office, United States Army, Washington, D. C, Bach voucher will be
starped as paid and will show the Disbursing Office Voucher Number.

5. In each case at the tire of making payment the Federal
Reserve Bank should rotify the firancing institutior ir writing that
< such payment does not constitute a waiver of the rights of the War
Department under section 12 of the guarantee agreement. One copy of
the notification should be forwarded to the Var Department.

6. The Federal Reserve Bank should notify the War Department
through the Board of Governors when payment has been made to the
firancing institution. Such notificatior should set forth the name of
the borrower, number of guarantee agreement, amount paid, date of pay-
ment, and name of financing institution.

7+ Pursuant to sectiorn 2 of the guarantee agreement the
financing institution will ondors=z the obligation and assign the
collateral to the Federal Reserve Bank and give the rotification
reaguired by such section. The Federal Reserve Bark will deliver a
certificate to the financing institutior evidencing its interest, if
any, in the loan, A standard form of certificate to bz used by &ll
Federal Reserve Banks is attached herewith. Yxcept in special cases,
where the War Department will advise the Federal Reserve Bank, it is
! contemplated that the financing institution will continue to hold the

obligation and collateral as agent of and for the account of the War

Department to the extent of its interest.

> 8+ Repaymerts on account of principal (including accrued
interest purchased) of leans of which the guaranteed portion has been
purchased by the War Department should be deposited by the Federal
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Memorandum to Board of Governors L ‘December 10, 19L.2

Reserve Bank to the credit of the Treasurer of the United States.

Advice with respect to such credits should be made on Form 6599. One
. copy should be forwarded to Lt. Colonel Carl Witcher, Disbursing Officer,
Firance Office, United States Army, 801 Channing Flace, N,E., Washington,
D. C., and two copies to the War Department (Advance Payment and Loan
Branch, Fiscal Division, Services of Supply) throuzh the Board of
Governors, Thz advice should be noted on the resverse side that the
deposit represents a repayment of funds advanced for the purchase of the
guaranteed portion of a guaranteed loan and set forth the name of the
borrower, date of purchase and Disbursing Office Voucher Number,

A 9. Interest accrued subsequent to the date of purchase and
paid to Fezderal Rescrve Banks should b2 handled in ths same manner as
guarantec fees. Advice with respect to such procedure is contained in
a letter dated lay 8, 192 from the Director of the Fiscal Division to

“« the Board of Governors.,

10, The administration of loars subsequent to purchase of the
guaranteed portion will be handled by the financing institutior owning
the ungueranteod portion, subject to th: supervision of the Federal
Reserve Bank as agent of the War Departmsnt, At the time of making pay-
ment to the finaneing institution or within a roasonabls period there-
after, it is requested that the Federal Reserve Bank make available to
the Wer Department & summ ry of all roeert information within its
. knowledge rolating to the financiel condition of ths borrowsr and the
progress of the loan, which it has recsived from the financing institu-
tion in accordernce with the provisions of ssctior & of the guarantee
arsrcoment or otherwisz, In the case of loans in doefault or loarns on
which default is threatened, the War Department should also be informed
as to the steps proposed to be taksn in connection with the liquidation
of the loan and the subscquant progress of such steps, OSpecial instruc-
tions my be issued by the War Department in certain cases, including
100% guarentead losns purchasad and louns purchased pursuant to section
A 7 of the puaruntse agreement.

War Department of the United Statss
By: (Signed) John C, lechem

John C. Mechem

Colonel, Sigrzl Corps

Chief, Advances Prymertind Loan
Branch

Fiscal Divisicn
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» PARTICIPATION CERTIFICATE FURSUANT TO GUARANT®EE AGREELENT

Pursuant to section of & certuin guarentzc agreement

No. , dated » 19, between

(Name and eddress of Financing Institution)
(hereinafter cullcd "Financirg Institution™) and the Wer Department
of the United Stetes (hersinefter culled the "Guarantor"), the Federal

Resarve Berk of (hereirme ftor called "Roserve

Benl™"), as fiscal agent of the United States, has been notified by
¥ the Financing Institution that it has endorsed to the Reserve Bank

the following described obligation or obligations of

(Name and address of Borrower)
that it has assij;ned the collateral therefor to the Reserve Bank, and
that it holds said obligation or obligatiorns and collateral therefor,
in acuvordance with said sectior __ of said guarantee agreement:

. Principal Amount
Date Original Unpaid Interest Rate Maturity

Fursuant to said section of sald guarantee agreement
and subject to the t=rms and conditions of such agreement, the under-
signed thereby certifies that the IMinancing Institutionr is the owner

of an undivided per cent ( %) interest ir the

abovs described obligation or obligations,
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Nothing hereir contained shall corstituts a representa=-
tion or warranty or the part of the Guarantor or‘the Resqrve Bank
as to the genuineness or validity of the above describ=z=d obligation
- or obligations or as to the amount of principal or the amourt of
accrued interest outstarding and unpaid at any time thereoon.

The rights reprasonted by this certificate ar» non-
trarsferable, except by operation of law or with the prior written
consent of the Uuarantor. In ths evert of any such transfer, this
certificats shall be surrendered to the Rese;;e Bank for cancclla-
tion, ard a new certificatc with aépropriat@ changes tharein shall
b2 issued by the Res=rve Bank to such transferre, Unless and until
this certificat: has Been cancelled and superseded by such now cor-
tificate, the Guarantor and the Reserve Bank may treat ths Finarcing
Institution as above ramed for all purposes as tho sole ownzr of the
] rights represented hsreby.

IN WITNESS WHRREOF, the Guarantor has cuzused this certificats

to be signod by ‘its duly authorized agent this dey of

] 1Ql'> .
THE WAR DEFARTLENT OF TLHE UNITED STATES

By Federal Reserve Bank of
As Fiscul Agort of the United Statss

By

(Titic)
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