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Ex OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR

—— ALBERT STRAUSS, VICE GOVERNOR
DAVID r:gcoug;pn ADOLPH C. MILLER
. é OF THE T CHARLES S. HAMLIN
HAIRMAN g HENRY A, MOEHLENPAH

FEDERAL RESERVE BOARD o

COMPTROLLER OF THE CURRENCY W.T.CHAPMAN, SECRETARY
ADDRESS R;:Y ro R. G. EMERSON, ASSISTANT SECRETARY

M1 ) {
FEDERAL RESERVE BOARD WASHINGTON W, M. IMLAY, FISCAL AGENT

! ’ April 15,1920.
T x1899

Subject: Warehouse Receipts on Whiskey in Bond.

Dear Sir:-

For your information there is enclosed copy of the
Board's reply to a letter from a firm formerly engaged in the
wholesale liquor business, relating to the use of warehouse
receipts on whiskey in bond as collateral for loans made by
member banks. '

Very truly yours,

Enclosure.

Governor.

To Governors and Chairmen of all F.R. Banks.
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COPY April 14,1920
X-1899 a

“'Dear Sirs:-

Th> Federal Reserve Zoard has received ind considered your
letter of April 12th, 1920,  statinz that since nnational vrohibition became
effective barks have not regarded warehouse receivts coverinz whisksy in
bond as good collateral znd adrinz that the Federal Reserve Boara "reconsider
the matter and give soms relief".

The Federal Reserve Board has never in tha past made any rulinz
to the effect that warehouse receints covering whiskey in bond are either
Zood or bad collateral for a bark loan. It is obviously a question which
each benk must determine for itself and is not 2 matter coming within the
Jurisdiction of the Federal Regerve Board.

Under the terms of Section 3 of Title II of the Volstead fct,
it is vrovided "That nothinz in this act shall prohibit the purchase or
sale of warehouse receivts covering distilled spirits on devmosit in Govern-
ment bonded warehouses and no special tax shall attach to the business of
purchasing and selline such warehouse receivts." Article IV, Section 26
of the Rezulations issued by the Burezu of Internzl Revenue, under the terms
of the Volstead Act, relative to the manufacture, sale, possession, cnu use
of intoxicating liquors nrovides that whiskey =nd brandy may be "bottled
in bont for dowestic medicinal purnoses in a distillery bottlinz house or
bottling room of a specisl bondine warehouse."™ On Auzust 21, 1919, the
Attorney General of the United States rendered an opinion to the Secretary
of the Treasury to the effect that the sale of warehouse certificates on
whiskey h21d in bond subject to the payment of tax befors removal was not
2 sale of whiskey for beverage purposes within the meaning of the War
Prohibition Act and was not prohibited by that Act.

It seems reasonably clear, therefore, that under the terms of

the wrohibition laws and the Reculations issued by the Treasury Devartment,

v - warehouse receints covering whiskey in bond may under certain circumstances
he lesally bourht =nd sold so that it is legally possible under those

circumstances for ths ownar of a warehouse receiont covering whighey in bond

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



€3
(o
@

—o- | X-1899 a

to pledee that warehouse receint as security for his note. “hether
or not a bank will make a loan upon a note secured in that manner is
a question which must, of course, be determined by the banlr itself in
each case. The Federal Reserve Board has not and cannot mske any
ruling one way or another as to the desirability of such a warehouse
receipt as collateral for a loan upon a note,

The Federal Reserve Board in construing the provisions of
Section 13 of the Federal Reserve Act, has had occasion to rule that
a warehouse receint covering whiskey in bond cannot be considered a
receint conveying or securing title to "readily marlretable staples"
within the meaning of that section and that therefore such a receipt is
not a wmromer basis for a barker's accentance of the kind defined in
that section. That ruling, however, has no relation to the legal
right of a banl- to make a loan upon the note of a borrower secured
by a warehouse reccint covering whiskey in bond.

Very truly yours,

W.P.G. HARDING.

Governor.
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