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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3075 
March 19, 1921. 

SUBJECT: P r e p a r a t i o n by Fede ra l Reserve Banks 
of Forms f o r Use "by Meiribet* Banks. 

Dear S i r : 

The Fede ra l Reserve Board was r e c e n t l y reques ted to pass upon 
and approve a c e r t a i n form of c h a t t e l mortgage prepared by a p r i n t i n g 
and s t a t i o n e r y company. To t h i s r eques t the Board r e p l i e d a s f o l l o w s : 

"The e l i g i b i l i t y of paper f o r r ed i scoun t by Fede ra l 
Reserve Banks does no t depend upon whether or no t i t i s 
secured o r upon the c h a r a c t e r or form of such c o l l a t e r a l 
s e c u r i t y a s t h e r e may b e , but depends upon whether t h e p ro -
ceeds have been used f o r an a g r i c u l t u r a l , i n d u s t r i a l or com-
m e r c i a l purpose w i t h i n the meaning of Sec t ion 13 of the 
Fede ra l Reserve Act and upon whether the paper complies i n 
o the r r e s p e c t s wi th the p rov i s ions of the law and the r egu la -
t i o n s of the Federa l Reserve Board." 

" I t i s no t the p o l i c y of the Federa l Reserve Board t o 
pass upon the form of c h a t t e l mortgages and s i m i l a r documents, 
as t h i s i s s o l e l y a m a t t e r of c o n t r a c t between the banks and 
t h e i r cus tomers . The Board no tes t h a t t h e form enc losed wi th 
your l e t t e r b e a r s the legend in the upper l e f t hand c o m e r 

' F e d e r a l Reserve Cha t t e l Mor tgage . ' The Board d e s i r e s t o 
express i t s d i sapprova l of t h e use of any phrase c o n t a i n i n g 
the words "Federa l Reserve" to de s igna t e a document of t h i s 
c h a r a c t e r f o r the reason t h a t i t might be taken as s i g n i f y i n g 
t h a t pape r secured by an instrument i n t h i s form i s e n t i t l e d 
t o s p e c i a l p r i v i l e g e s under the p r o v i s i o n s of the F e d e r a l 
Reserve Act or the r e g u l a t i o n s of the Fede ra l Reserve Board." 

Subsequent ly the Board was advised by t h e company t h a t the form 
was s u b s t a n t i a l l y i d e n t i c a l wi th a form which had p r e v i o u s l y been p r e -
pared and c i r c u l a t e d by a Federa l Reserve Bank. The Board r e p l i e d to 
the company t h a t the mere f a c t t h a t t h i s form or a s i m i l a r form had been 
approved and d i s t r i b u t e d by a Fede ra l Reserve Bank would no t e l i m i n a t e 
the Board 's o b j e c t i o n to the use of the words "Federa l Reserve" t o 
des igna te i t , and repea ted i t s reques t t h a t such words be n o t used i n 
d e s i g n a t i n g the form. 

The m a t t e r i s be ing brought t o the a t t e n t i o n of the va r ious 
Federal Reserve Banks f o r the purpose of making known t o them the 
Board*s p o l i c y i n such m a t t e r s . The Federa l Reserve Board has no objec-
t i o n t o t h e approva l , p r e p a r a t i o n or d i s t r i b u t i o n by a Fede ra l Reserve 
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Bank of forms of t h i s c h a r a c t e r f o r use by i t s member banks- On the 
c o n t r a r y , the Board r e a l i z e s t h a t such a c t i o n by a F e d e r a l Reserve 
Bank may be adv i s ab l e and may be of a r e a l s e r v i c e to i t s member 
banks and to t h e i r cus tomers . The Board merely d e s i r e s t o p o i n t 
out t h a t f o r the reasons h e r e t o f o r e s t a t e d i n i t s opinion the 
d e s i g n a t i o n of such a form by a t i t l e which inc ludes the words 
"Federa l Reserve" i s o b j e c t i o n a b l e , and t h a t a Federa l Reserve Bank 
should always make c l e a r t h a t the use of a form of c h a t t e l mortgage 
or o the r ins t rument of a s i m x l i a r c h a r a c t e r approved by a Federa l 
Reserve Bank cannot make e l i g i b l e f o r r ed i s coun t paper which i s o t h e r -
wise i n e l i g i b l e . 

Very t r u l y your s , 

G o v e r n o r . 

TO CHAIRMEN AND GOVERNORS OF ALT, F . R. BAMS. 
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