
MODULE 6
WHO CREATES M1 MONEY TODAY IN THE USA AND HOW?  

“Who controls the money, controls the world.”  Henry Kissinger, circa 1995, Council
on Foreign Relations. 

1.  WHO CREATES ALL OF OUR M1 MONEY?
Banks do, that’s it, no other person or entity creates M1 Money, just banks. 

2.  IS M1 MONEY CREATED OUT OF THIN AIR?
No, it is not.

3.  IS M1 MONEY PRINTED INTO EXISTENCE?
No, it is not. 

4.  HOW IS M1 MONEY CREATED AND EXTINGUISHED BY BANKS?
M1 Money is neither created out of thin air or printed into existence by anyone. 

M1 Money is created, that is, M1 Money comes into existence, as the end result of a
bank funding a loan to a borrower.  M1 Money is extinguished, or goes out of existence,
when a bank receives a loan payment from a borrower.  Only banks hold and control
the power to create and extinguish money.  It is all done with nothing more than
fingertips on a keyboard posting a journal entry into a bank’s computerized accounting
system.

5.  WHAT IS THE PROBLEM WITH BANK CREATED M1 MONEY?
As a direct result of the M1 Money creation process described in #4 above, the

amount of the debt owed to a bank is more than the amount of Money the bank created
when funding the loan.  That is to say, the total amount of the principal and interest that
must be paid back to the bank in order to pay off the loan in full, is more than the
amount of money (the principal) the bank created when it funded the loan.

6.  IS THERE ANOTHER PROBLEM ASSOCIATED WITH THIS SYSTEM?
YES!!!  As a direct consequence of banks being the sole creators of M1 Money,

our federal government must tax and borrow to meet all its financial obligations.  In a
proper monetary system, a federal government would have no need to tax or borrow.  I
describe a proper monetary system in Module 13, oh yeah, lucky 13. 

The Take Away - In the past, only people, not banks or governments created the
Money they would use.  Not today.  Today, all of our national Money supply comes into
existence as bank created M1ed.  Bank do not loan out M1 Money  that already exists. 
Banks make or fund loans with M1ed that they just created.  The importance of these
facts will soon become crystal clear.   



MODULE 7
WHAT IS A FEDERAL RESERVE NOTE?  

“Who controls the past controls the future.  Who controls the present controls
the past”.  George Orwell. 

1.  WHAT IS A FEDERAL RESERVE NOTE?
A Federal Reserve Note (FRN) is that dollar of money that is tucked into our

wallets, purses and pockets.  We think of a FRN as being that paper with green ink. 
The ink is green, but what we hold is not typical paper.  A FRN is made of 75% cotton
and 25% linen.  Basically, a nice shirt.  

2.  WHAT MAKES A FRN SPECIAL?
A FRN is special because it is the only physical item included in the M1 Money

supply that says on its face, “THIS NOTE IS LEGAL TENDER FOR ALL DEBTS,
PUBLIC AND PRIVATE”.  Coins are also included in the M1 Money supply, however,
they are not minted with this phrase.

3.  WHAT DOES LEGAL TENDER MEAN?
Legal Tender refers to any official medium of payment recognized by law that

can be used to extinguish a public or private debt, or meet a financial obligation.  Our
national paper currency, the dollar, is legal tender in the U.S.  According to the U.S.
Department of the Treasury, “There is, however, no Federal statute mandating that a
private business, a person or organization must accept currency or coin as payment for
goods and/or services.”  Now isn’t that a bit of a surprise?  Legal tender can only be
issued by the national body that is legally authorized to do so.  In the U.S., the legally
authorized issuer of the FRN is the Federal Reserve System, not the U.S. government.

4.  WHO PRINTS AND OWNS THE FRN?
The FRN is printed by the Bureau of Engraving and Printing (Bureau) for the 12

FED Banks.  The Bureau is part of the U.S. Treasury.  As of January 2016, the per note
cost of a FRN is as follows: $1 or $2 is 5.5 cents; $5 is 10.9 cents;  $10 is 9.9 cents;
$20 or $50 is 10.6 cents; and $100 is 14.3 cents.  A m inimum print run is 1,000 notes. 
This means that the FED is charged $55 for 1,000 $1 FRN and is charged $143 for
1,000 $100 FRN.  The FED owns the FRN, not the U.S. government or its Treasury.

5.  IS A FRN A LIABILITY OWED TO OR BY THE FED?
NO!!!  A FRN becomes M1 Money when you exchange your M1ed for M1ca,

that’s it.  When you deposit $100 into your checking account, the end result of this
transaction is your M1ca is reduced by $100 and your M1ed is increased by $100.  The
total amount of your personal M1 Money supply has not increased or decreased, some
of it has just changed form from M1ca to M1ed, from physical to electronic digits.  

The Take Away - A FRN is property of the FED: it has no value until it is
exchanged for M1ed; and it is not a liability owed by the people to the FED or anyone
else.



MODULE 8
WHAT ARE RESERVES AND HOW DO FRN & COIN BECOME M1 MONEY?  

“And I sincerely believe, with you, that banking establishments are more
dangerous than standing armies; and that the principle of spending money to be
paid by posterity (future), under the name of funding, is but swindling futurity on
a large scale.”  Thomas Jefferson, in an 1816 letter to John Taylor. 

1.  WHAT ARE BANK RESERVES?
A bank’s reserves are nothing more than the “currency” or the Items of Barter

used by a bank to settle its accounts with other banks.  That is to say, if bank A owes
bank B, bank A will transfer the required amount of reserves to bank B.  That’s it. 
Almost all of a bank’s reserves are mere electronic digits in an account maintained
within the FED’s computerized accounting system.  When a bank acquires physical
reserves (FRN or coin) from the FED, the FED will reduce or decrease an equal amount
of the bank’s electronic reserves.  

2.  HOW DOES A FRN BECOME M1 MONEY?
Step 1 - Printing.  In the hands of the Bureau, FRN, or all that paper with green

ink is just a print job. 
Step 2 - Delivered to the FED.  In the hand of the a FED Bank, FRN are neither

money or reserves.  To the FED, each FRN only represents a printing expense.
Step 3 - Delivered to a bank.  All FRN held by a bank are really just that portion

of the bank’s reserves in physical form.
Step 4 - Delivered to People.  Only in the hands of people do FRN become M1

Money.  This happens when a person accepts cash from a bank and in return, the bank
extinguishes the same amount of M1ed (electronic digits in a checking account).

3.  HOW DOES COIN BECOME M1 MONEY?
Step 1 - Minting.  The U.S. Mint mints all of our coins.
Step 2 - Delivered to the FED.  In the hands of a FED Bank, coins are not money

or reserves.  Coins held by the FED are simply treated as “Inventory”.  In exchange, the
U.S. Treasury’s reserve account is increased by the face value of the coins delivered to
the FED.  The U.S. Treasury’s bank account at the FED is a bank account of  reserves
and not M1 Money.

Step 3 - Delivered to a bank.  In the hands of a bank, coins are that portion of the
bank’s reserves in physical form.

Step 4 -  Delivered to People.  Only in the hands of people do coins become M1
Money.  This happens when a person accepts coins from a bank and in return, the
bank extinguishes the same amount of M1ed.

The Take Away - Knowing each step in the process of how FRN and coins
become M1 Money will help the reader understand how and when FRN and coins
become M1 Money and when and why FRN and coins are not M1 Money.



MODULE 9
IS THE FEDERAL RESERVE SYSTEM (FED) PUBLIC OR PRIVATE?  

“The regional Federal Reserve banks are not government agencies. ...but are
independent, privately owned and locally controlled corporations.”  Lewis vs.
United States, 680F. 2d 1239 9 th Circuit 1982. 

1.  IS THE FED PUBLIC OR PRIVATE?
The short answer, Private. 

2.  WHAT CONDITIONS INDICATE THAT THE FED IS PRIVATE?
a) The FED includes 12 banks, their 23 branches and a Board of  Governors (BOG).
b) Each FED bank is an independent, privately owned and run-for-profit corporation.
c) Each FED bank has its own president, VP, board of directors and employees.
d) Each FED bank’s shares of stock are owned by banks, not the public or government.
e) Each FED bank’s shares of stock are never publicly traded.
f) The FED banks are self-funded and do not receive any funding from any government
g) FED bank stockholders receive yearly dividend, up to 6%, based on their capital.
h) The FED refuses to honor Freedom of Information Act (FOIA) requests.
i) To audit the FED requires Congressional authorization.
j) All FED banks are subject to state property tax laws.
k) Substantially all employees of the Fed/BOG are covered by a private retirement plan.
l) There are federal circuit court cases that describe the FED as being private.
m) Each FED bank’s net earnings are sent to the U.S. Treasury as a Franchise Tax.

Therefore, the short answer is still, Private.

3.  FED FACTS
a) None of the FED banks have a bank account in their own name.
b) The FED is charged a per note charge for each FRN printed by the Bureau.
c) None of the FED banks have any M1 Money or reserves of their own.  
d) The FED acquires assets and satisfies expenses by creating Reserves.

The Take Away - The FED is a group of 12, private corporations, run for the sole
benefit of its stockholders, which are themselves privately owned, run-for-profit banks. 
The FED is a “regulator” that is owned and controlled by the entities and people it is
intended to regulate.  That is to say, the regulator is owned and controlled by the
regulatees.



MODULE 10
THE PROBLEMS WITH A CASHLESS MONETARY SYSTEM  

“Plan A, without a Plan B, is not much of a Plan at all, or “2 is 1 and 1 is none”.  

1.  Keep in mind that having only one option is very limiting and potentially very
dangerous.

2.  Fortunately, in our current national monetary system, We The People, are
allowed by the FED to use both physical money (cash and coin) and electronic money
(electronic digits in bank accounts).

3.  However, in a CASHLESS system, all money is electronic which means, there
is no cash or coin.  This new version of a monetary system is currently viewed by many,
around the world, as the way to go.  A CASHLESS system is much more modern, more
techy and of course, think about all the expenses that would not be incurred in printing,
minting, transporting, storing and safeguarding all the physical money.  Hallelujah, free
at last.

4.  Lets think a bit about what “normal” would be in a CASHLESS, no physical
money, monetary system.  As described above, all money would be electronic.  This
means that ALL your money exists only as electronic digits in some bank’s
computerized accounting system.  This also means that you have no direct access to or
control over your own money.  What Could Go Wrong (WCGW) with this situation?

5.  Do you remember what happened in Cyprus and Greece years ago?  The
banks shut their doors for many days, the ATMs were turned off and outside computer
access to bank accounts was terminated.  People could not access their own bank
accounts which meant that they had no access to their own electronic money.  The
keepers of all money electronic, the banks, decided whether you would or would not
have access to your own electronic money.  WCGW with this situation?

6.  Fortunately, Cyprus and Greece monetary systems still had physical money
which allowed people to be able to save physical money for a rainy day, such as when
the banks close without warning.  If there was no physical money in the system, the
people would not have had any money at all.  How many days can you go without
access to electronic money or using a credit card?  WCGW?  

7.  It has been reported that every month, the Social Security Administration
(SSA) declares 1,000 people dead that are in fact, not dead.  To correct this minor error
can take months.  The inconvenience of being declared dead by the SSA when you are
not includes having no access to credit, being shut out of your bank accounts and if you
had no physical money, you will need really kind, caring & generous family and friends.  

The Take Away - When your national money supply has only electronic money, 
then you only have one choice, no options and are totally dependent.  WCGW?


