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f e b i e k a i l  R e s e r v e  b a n k  o f  b a b e  a s

TO THE MEMBER BANK ADDRESSED:
S ep tem b er  9 ,  1 9 1 5 .

On June 7 , 1 9 1 5 , we a d d r e s s e d  a l e t t e r  t o  a l l  o f  t h e  b a n k s  in  
t h i s  d i s t r i c t  u r g in g  upon  them  th e  n e c e s s i t y  f o r  h a v in g  t h e i r  com m uni
t i e s  p r o v id e  a d e q u a te  c o t t o n  w a re h o u se  f a c i l i t i e s  in  o r d e r  t h a t  a 
f o r c e d  s a l e  o f  t h a t  co m m o d ity , as  s o o n  as  g in n e d , m ig h t b e  a v o i d e d .

F o r  th e  a c t u a l  p r o d u c e r  t o  b e  a b le  t o  r e c e i v e  a r e a s o n a b le  
p r i c e  f o r  h i s  c o t t o n  i t  w i l l  b e  n e c e s s a r y  f o r  th e  m ark et t o  b e  s u p 
p l i e d  w ith  o n ly  an am ount w h ich  i t  can  r e a d i l y  a b s o r b ,  and t o  b r i n g  
t h i s  c o n d i t i o n  a b o u t  th e  F e d e r a l  R e s e r v e  Bank o f  D a l la s  o f f e r s  i t s  
f a c i l i t i e s  t o  th e  member b a n k s  o f  th e  E le v e n th . F e d e r a l  R e s e r v e  D i s 
t r i c t .  On S ep tem b er  4 t h  th e  S e c r e t a r y  o f  th e  T r e a s u r y  d e p o s i t e d  
w ith  t h i s  i n s t i t u t i o n  th e  sum o f  $ 5 ,0 0 0 ,0 0 0 .0 0  in  g o l d ,  t h e r e b y  
i n c r e a s i n g  o u r  l e n d in g  a b i l i t y  b y  o v e r  e i g h t  m i l l i o n  d o l l a r s ,  and 
h a s  p r o m is e d  u s  f u r t h e r  d e p o s i t s  i f  n e e d e d .

We, t h e r e f o r e ,  do n o t  h e s i t a t e  t o  an n ou n ce  t h a t  we a r e  now r e a d y  
and a b le  t o  r e n d e r  any n e c e s s a r y  a s s i s t a n c e  t o  o u r  member b a n k s , 
s o  t h a t  t h e i r  fa r m e r  c u s to m e r s  w i l l  n o t  b e  c o m p e l le d  t o  s e l l  t h e i r  
p r o d u c t  a t  l e s s  th an  th e  a c t u a l  c o s t  o f  p r o d u c t i o n ,  p r o v i d i n g  th e  
w a re h o u se s  u r g e d  in  o u r  l e t t e r  o f  June 7 th  a r e  a v a i l a b l e .

The F e d e r a l  R e s e r v e  B o a rd  h a s  i s s u e d  a c i r c u l a r ,  t o g e t h e r  
w it h  n e c e s s a r y  r e g u l a t i o n s ,  on  th e  s u b j e c t  o f  "C om m odity  P a p e r , "  
a c o p y  o f  w h ich  i s  e n c l o s e d ,  and on  y e s t e r d a y  th e  D i r e c t o r s  o f  th e  
F e d e r a l  R e s e r v e  Bank o f  D a l la s  a d o p te d  th e  f o l l o w i n g  r e s o l u t i o n :

"T h a t th e  F e d e r a l  R e s e r v e  Bank o f  D a l l a s ,  in  c o n 
f o r m i t y  w it h  th e  F e d e r a l  R e s e r v e  B o a r d 's  c i r c u l a r  
on 'C om m od ity  P a p e r ' ,  h e r e b y  e s t a b l i s h e s  a p r e f e r e n t i a l  
r a t e  o f  5% on c o t t o n  o r  com m od ity  p a p e r  h a v in g  n o t  
m ore th a n  90 d a y s  t o  ru n ; i .  e . ,  p r o m is s o r y  n o t e s  o f  
ACTUAL PRODUCERS, w h ich  a r e  s p e c i f i c a l l y  s e c u r e d  b y  
a p p r o v e d  w a re h o u se  r e c e i p t s  f o r  c o t t o n  and r e a d i l y  m a r k e t 
a b le  c o m m o d it ie s  o f  a n o n - p e r i s h a b l e  c h a r a c t e r ,  w h ere  i t  
i s  c e r t i f i e d  t o  t h i s  ban k  t h a t  th e  m aker o f  th e  n o t e  
i s  n o t  p a y in g  a g r e a t e r  r a t e  th a n  6% e i t h e r  as  i n t e r e s t ,  
o r  c o m m is s io n s  o r  b o t h . "

In  p r e p a r in g  y o u r  a p p l i c a t i o n s  f o r  th e  r e d i s c o u n t  o f  t h i s  
c l a s s  o f  p a p e r  i t  w i l l  b e  n e c e s s a r y  f o r  y o u r  e n d o rse m e n t on  e a c h  
n o t e ,  in  a d d i t i o n  t o  th e  w a iv e r  o f  dem and, n o t i c e  and p r o t e s t ,  t o  
in c lu d e  th e  f o l l o w i n g :

"The m aker o f  t h i s  n o t e  i s  th e  a c t u a l  p r o d u c e r  
o f  th e  com m od ity  s e c u r i n g  sam e, and i s  n o t  b e i n g  c h a r g e d  
on t h i s  n o t e  a g r e a t e r  r a t e  th a n  6% p e r  annum e i t h e r  as  
i n t e r e s t  o r  c o m m is s io n s , o r  b o t h . "
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I f  you  h ave  in  v ie w  th e  d i s c o u n t i n g  w it h  u s o f  any com m od ity  
p a p e r  on  w h ich  y o u  d e s i r e  t o  ta k e  a d v a n ta g e  o f  th e  a b o v e  p r e f e r e n t i a l  
r a t e  i t  i s  s u g g e s t e d  t h a t  y o u  h av e  p r e p a r e d  im m e d ia te ly  a r u b b e r  e n 
d o r s i n g  stam p i n c l u d i n g  th e  a b o v e  c l a u s e .

In  r e g a r d  t o  w a re h o u se  r e c e i p t s ,  p le d g e d  c o t t o n  s h o u ld  b e  s t o r e d  
in  p u b l i c  w a r e h o u s e s  and th e  w a re h o u se  r e c e i p t  t h e r e f o r  s h o u ld  be  
in  su ch  fo rm  as  t o  make i t  a c c e p t a b l e  c o l l a t e r a l  u n d e r  a l l  c ir c u m 
s t a n c e s  w h e r e v e r  o f f e r e d .

E v id e n c e  o f  p r o p e r  in s u r a n c e  s h o u ld  accom pan y  e a c h  w a re h o u se  
r e c e i p t .  C e r t a in  w a re h o u se s  i s s u e  in s u r e d  r e c e i p t s .  In  .su ch  
c a s e s  i t  w o u ld  b e  p r o p e r  f o r  th e  i n t e r e s t e d  member ban k  t o  s a t i s f y  
i t s e l f  o f  th e  c a p i t a l ,  r e s p o n s i b i l i t y  o f  th e  w areh ou sem an , and th e  
p e r s o n n e l  o f  i t s  m anagem ent in  o r d e r  t o  b e  a b le  t o  c e r t i f y  t o  same 
when c a l l e d  u p o n .

In  a c c e p t i n g  and h o l d i n g  w a re h o u se  r e c e i p t s  from  any s o u r c e  
th e  F e d e r a l  R e s e r v e  Bank w o u ld  e x p e c t  i t s  mem bers t o  b e  in  p o s i t i o n ,  
i f  c a l l e d  u p o n , t o  v e r i f y  th e  f a c t s  s e t  o u t  in  any p a r t i c u l a r  c e r t i 
f i c a t e ,  b y  i n s p e c t i o n  o r  o t h e r w is e .

R e c e i p t s  s h o u ld  show g r a d e s  and w e ig h t s  o f  th e  s t o r e d  c o t t o n ,  
and th e  member s h o u ld  s a t i s f y  i t s e l f  t h a t  n o  p r i o r  l i e n  e x i s t s  
a g a in s t  th e  c o t t o n  p le d g e d .

N o te s  p l e d g i n g  th e  s t a p l e  s h o u ld  b e  o f  th e  u s u a l  c o l l a t e r a l  
fo r m , g i v i n g  th e  r i g h t  t o  c a l l  f o r  a d d i t i o n a l  s e c u r i t y  in  c a s e  
o f  n e c e s s i t y .  W h ile  th e  am ount p e r  b a l e  a d v a n ce d  t o  th e  p l e d g o r  
w i l l  b e  a t  th e  d i s c r e t i o n  o f  th e  member b a n k , th e  F e d e r a l  R e s e r v e  
Bank o f  D a l l a s ,  i n  a c c e p t i n g  s u c h  p a p e r ,  w o u ld  d i s c r i m i n a t e  in  f a v o r  
o f  t r a n s a c t i o n s  f a i r l y  m a r g in e d .

W h ile  th e  law  w i l l  n o t  p e r m it  th e  R e s e r v e  Bank t o  d i s c o u n t  
n o t e s  s e c u r e d  b y  c o t t o n  when th e  n o t e s  a r e  made b y  t h o s e  p u r c h a s in g  
th e  s t a p l e  f o r  s p e c u l a t i o n  o r  in v e s tm e n t  p u r p o s e s ,  we w i l l  a c c e p t  
fro m  member b a n k s  n o t e s  made b y  p l a n t e r s  g r o w in g  and ow n in g  th e  
c o t t o n ,  b y  s p in n e r s  who h a v e  b o u g h t  i t  f o r  m a n u fa c tu r in g  p u r p o s e s ,  
o r  b y  m e rch a n ts  a c c e p t i n g  c o t t o n  i n  s e t t l e m e n t  o f  a c c o u n t s  o f  
g r o w e r s .

A t t e n t i o n  i s  c a l l e d ,  h o w e v e r , t o  th e  f a c t  t h a t  o n ly  th e  n o t e  
o f  th e  g r o w e r , h a v in g  a m a t u r i t y  n o t  g r e a t e r  th a n  90 d a y s  fro m  d a te  
o f  d i s c o u n t ,  w i l l  b e  e n t i t l e d  t o  th e  p r e f e r e n t i a l  r a t e .

When th e  w arehousem an 
h i s  r e c e i p t s ,  when o f f e r e d  
b y  a c o p y  o f  h i s  f i n a n c i a l  
s t a t e  t h a t  g o o d s  s t o r e d  in  
a c c e p t a b l e  s e c u r i t y  from  a

i s  n o t  a c o r p o r a t i o n  i t  i s  d e s i r a b l e  t h a t  
a s  c o l l a t e r a l ,  s h o u ld  b e  a c co m p a n ie d  
s t a t e m e n t .  I t  s h o u ld  b e  n e e d l e s s  t o  
th e  c u s t o d y  o f  th e  ow ner do n o t  o f f e r  
l e g a l  o r  o t h e r  p o i n t  o f  v ie w .

V e ry  r e s p e c t f u l l y ,

R. L . Van Z a n d t ,

G o v e r n o r .



City_

State

T o  the  W arehousem en:

The standing of your Warehouse and the responsibility behind 
your receipts are matters of great importance to your customers 
and to the Banks of your community.

It is therefore highly important to you that it be known that 
your business is conducted in a safe and efficient manner.

We trust, therefore, you will give this matter the prompt atten
tion its importance requires.

FEDERAL RESERVE BANK OF DALLAS



SPECIAL LETTER OF ADVICE TO

FEDERAL RESERVE BANK OF DALLAS

1916.

T o T he: F ederar R eserve Ba n k ,

D areas, T ex a s .

In order to facilitate loans to my customers having- cotton stored in

........................................................................................................... -.............. ......................warehouse at

.........................................................................................., I hereby certify that the following- answers
are true and correct to the best of my knowledge and belief:

questions ANSWERS

1. Is all cotton stored in your warehouse 
properly protected from weather damage?.

2. Do you issue a receipt for each bale 
stored? - - - - - - - - -

3. Do you plainly mark all receipts for cot
ton stored on platforms or premises ad
jacent your warehouse, to show its loca
tion?

4. W ho has charge of your un-issued re
ceipts, and where are they kept?

5. W ho is authorized to issue and sign re
receipts? - - - - - - - - -

6. Are your receipts and tags numbered con
secutively when printed? - - - -

7. Do you require the surrender of the re
receipts upon the delivery of the cotton?.

8. Do your receipts specifically state on 
their face that they are negotiable?



QUESTION’S ANSWERS

9. Do you keep records showing daily all 
receipts surrendered and cotton deliv
ered? - - - - -  - - - - -

10. Are all receipts surrendered marked “ De
livered” ? - - - - - - - - -

11. What is done with surrendered receipts?

12. Do you make a practice of checking up to 
ascertain if you have on hand all cotton 
for which receipts are outstanding? If 
so, how often? - - - - - - -

13. Are your records so kept that an in
spector from the Federal Reserve Bank 
can verify outstanding receipts against 
cotton on hand? - - - - - - -

14. Are such records kept in a fire-proof safe 
at nights, Sundays and holidays at the 
warehouse? - - - - - - - -

15. If records are not so kept, state where 
they are kept. - - - - - - -

16. W ill you agree to permit an inspector 
from the Federal Reserve Bank to audit 
your records and verify your outstanding 
receipts against cotton on hand, at all 
reasonable times?

17. Is your warehouseman under bond? If 
so, give name of bonding company and 
amount of bond. - - - - - - -



q u e s t io n s ANSWERS

18. Do you issue warehouse receipts marked 
INSURED ? If so, how do you carry this 
insurance? - _ _ _ _ _

19. Is your insurance written by an employee 
or other party interested in your ware
house?

20. Is your cotton insured by specific policies 
or by certificates under open policies?

21. Is your warehouse company incorpor
ated? If so, has the charter been ac
cepted and Capital Stock paid in full— 
give amount? - - - - - - - -

22. If not incorporated, who are the owners 
of the property? - - - - - - -

23. If the owners of the property operate 
the warehouse, please furnish their finan
cial statements. - - - - - - -

24. If leased by you, please furnish your 
financial statement. - - - - - -

Signed.................................................................................................

For..................................................... Warehouse Company

NOTE— In returning this statement please attach a canceled form of the warehouse 
receipt issued by you.




