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Dear S i r : 

In answer t o i n q u i r i e s dece ived : f rom some t a n k s a s t o 

proper methods ox c l a s s i f y i n g t h e d i s c o u n t m a t e r i a l on hand u n d e r 

t h e s e v e r a l heads shown i n t h e lower p o r t i o n of Form 3 8 , e s p e c i - , 

a l l y unde r t h e head of " A g r i c u l t u r a l and l i v e - s t o c k p a p e r " , I 

would say t h a t i t i s t h e d e s i r e of t h e Board t h a t t h e F e d e r a l r e -

s e r v e t a n k s a s c e r t a i n i n a l l c a s e s w h e t h e r t h e o r i g i n a l l o a n has 

been o b t a i n e d f rom t h e r e d i s c o u n t i n g member bank f o r a g r i c u l t u r a l , 

i n d u s t r i a l o r commercial p u r p o s e s so t h a t a l l d i s c o u n t i t e m s of 

t h e R e s e r v e Bank migh t be r e p o r t e d t o t h e Board p r o p e r l y c l a s s i -

f i e d . 

I n c l a s s i f y i n g t h e d i s c o u n t m a t e r i a l t h e r e s e r v e banks 

s h o u l d i n t h e f i r s t p l a c e be gu ided by t h e s t a t e d p u r p o s e of t h e 

o r i g i n a l l o a n , a s r e p o r t e d by t h e r e d i s c o u n t i n g member bank , i n 

c a se t h i s p u r p o s e i s s t a t e d o n l y i n g e n e r a l t e r m s , a s e . g . " i n 

a c c o r d a n c e w i t h S e c t i o n 1 3 " , t h e o c c u p a t i o n of t h e b o r r o w e r s h o u l d 

be u s e d a s a g u i d e i n c l a s s i f i c a t i o n . Thus , i f John Smi th , a ? 

m e r c h a n t , who i s a l s o .engaged i n f a r m i n g , g i v e s an u n s e c u r e d note, 

t o Henry J o n e s ; engaged i n t h e f e r t i l i z e r b u s i n e s s , i t would seem 

e n t i r e l y p r o p e r t o r e p o r t t h e i t e m as "Unsecured c o m m e r t i a l and 

i n d u s t r i a l p a p e r " , u n l e s s t h e r e i s i n f o r m a t i o n on hand which makes 
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i t c l e a r t h a t Jones was t o use t h e p roceeds of t h e loan f o r a g r i -

c u l t u r a l purposes* In c a s e t h e n o t e was s e c u r e d "by twenty "bales 

of c o t t o n , i t would be p r o p e r t o r e p o r t i t as "commercial and i n -

d u s t r i a l p a p e r - s e c u r e d " , u n l e s s t h e purpose of t h e l o a n was „ 

c l e a r l y s t a t e d t o Tie a g r i c u l t u r a l . Nor would i t make any d i f -

f e r e n c e i n c l a s s i f i c a t i o n were t h e payee of t h e n o t e r e p o r t e d a s 

" f a r m e r " . 

In c a s e Farmer Smith g i v e s to R i c h a r d Jones a n o t e s e -

cured by a l i e n on 25 s t e e r s (documents a t t a c h e d t o no t e or n o t ) 

i t would be p r o p e r t o r e p o r t t h e i t em as l i v e - s t o c k p a p e r , u n l e s s 

t h e r e i s i n f o r m a t i o n t o t h e e f f e c t t h a t t h e p r o c e e d s of t h e l oan 

have "been o r a r e to be used f o r a g r i c u l t u r a l p u r p o s e s , 

I t i s c l e a r t h a t a l l s ix -month p a p e r i s t o be r e p o r t e d 

e i t h e r as a g r i c u l t u r a l o r l ive—stock p a p e r . I tem " T o t a l "b i l l s 

d i s c o u n t e d " , shown i n t h e lower h a l f of Form 38 , s h o u l d , of c o u r s e , 

e q u a l t o t a l of s u b d i v i s i o n 1 , - ( B i l l s d i s c o u n t e d - Members), i n 

t h e upper h a l f <bf t h e fo rm. 

I t i s r e a l i z e d t h a t t h e above e x p l a n a t i o n s by no means 

exhaus t a l l p o s s i b l e c o m b i n a t i o n s , bu t i t i s t hough t t h a t t h e y w i l l 

prove h e l p f u l t o your d i s c o u n t depar tment i n t h e p r e p a r a t i o n of t h e % 

weekly s t a t e m e n t on Form 3 8 . 

Very t r u l y y o u r s , 

Vice Governor . 
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