
FEDERAL RESERVE BOARD 
WASHINGTON 

X-3038 

February 2, 1921. 

SUBJECT: I n e l i g i b i l i t y of Notes of Storage 
Companies. 

Dear S i r : 

There i s enclosed f o r the in fo rma t ion 

and guidance of your o f f i c e r s and d i r e c t o r s , copy 

of the Board ' s l e t t e r of January 31s t t o the 

Deputy Governor of the Federal Reserve Bank of New 

York, which i s s e l f - e x p l a n a t o r y . 

Very t r u l y yours , 

Enc losure . G o v e r n o r . 

TO CHAIRMAN OF ALL FEDERAL RESERVE BANKS. 
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COPY 

X-303Sa 

February 2, 1^21. 

Mr. George L. Harr i son , 
Deputy Governor, 
Federal Reserve Bank, 
New York Ci ty . 

Dear S i r : 

Receipt i s acknowledged of your l e t t e r of January 17, 1$21, 
wi th r e f e r e n c e t o the no tes of the Union Terminal Cold Storage Com-
pany of New York. 

The Board unders tands t h a t the Storage Company uses the p r o -
ceeds of i t s n o t e s t o advance t o i t s customers who have p laced t h e i r 
goods i n the Company's warehouses t o be sold by the Company f o r the 
account of .the customers; t h a t the customers g ive t h e Storage Company 
t h e i r no t e s f o r the amount of these advances and a s s e c u r i t y f o r such 
n o t e s pledge the warehouse r e c e i p t s r e p r e s e n t i n g the goods s to red ; 
and t h a t the Storage Company p ledges the customers ' n o t e s and the ware-
house r e c e i p t s a s c o l l a t e r a l f o r i t s own n o t e s the e l i g i b i l i t y of which 
i s i n ques t ion . 

In the opinion of the Federal Reserve Board such no tes of 
the Union Terminal Cold Storage Company a r e i n e l i g i b l e f o r red i scount 
by Federal Reserve Banks under the p r i n c i p l e s enunciated i n the Board ' s 
r u l i n g s wi th r e f e r e n c e t o the paper of cot ton f a c t o r s , namely, t h a t 
paper the proceeds of which a r e used t o make l o a n s t o t h i r d p a r t i e s 
i s f i nance paper r a t h e r than commercial or a g r i c u l t u r a l paper and i s 
not , t h e r e f o r e , e l i g i b l e f o r r e d i s c o u n t . 

The Federal Reserve Board d e s i r e s the Federal Reserve Banks, 
i n dea l ing wi th paper of t h i s c h a r a c t e r , t o be guided by the p r i n c i p l e s 
s t a t e d i n the Board ' s r u l i n g s r e l a t i v e t o co t ton f a c t o r s ' paper r a t h e r 
than by the p r i o r r u l i n g s wi th r e f e r e n c e to the paper of the Union 
Terminal Cold Storage Company. 

Yours very t r u l y , 

(Signed) W.P.G. Harding, 
/ 

G o v e r n o r . 
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