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R-925 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

December 5> 194-1 

Dear Sir: 

There are enclosed a copy of the Board's 
letter of November 10 to the Administrator of the 
Farm Security Administration, and a copy of the re-
ply of the Acting Administrator dated November 28, 
1941, relating to section 6(k) of Regulation W. 

The phrase "member banks" in the lest 
paragraph of the letter of November 28 apparently 
refers to the Federal Reserve Banks, and therefore, 
although your Bank is of course free to advise any 
interested person as to the contents of these en-
closures, there would seem to be no need for cir-
cularizing all the member banks in your District 
unless you feel that it is desirable to do so. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Enclosures 2 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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November 10, 1941 

Mr. C. B. Baldwin, Administrator, 
Farm Security Administration, 
Department of Agriculture, 
14th and Independence Avenue, S.W., 
Washington, D. G. 

Attention: Mr. Payson Irwin 

Dear Mr. Baldwin: 

This will confirm, on behalf of this Board, the discussion regard-
ing section 6(k) of Regulation W between members of the staffs of this Board 
and your Administration. A copy of Regulation vi is attached for your con-
venience . 

Section 6(k) exempts two different kinds of agricultural loans. 
The firut, covered iy subdivision (1), is agricultural credit which is "ap-
proved by the Farm Security Administrator, or his authorized agent, as being 
necessary for the rehabilitation of a needy fart; family." The second,, cov-
ered try subdivision (2), is agricultural credit which is "for general agri-
cultural purposes and is not for the purpose of purchasing any listed article 
and not secured ty any listed article purchased within 45 days before the 
extension of credit." 

An important difference between these two types of credit is that 
the first may involve listed articles (that is, articles listed in the Sup-
plement to the regulation), while the second may not. 

Subdivision (1) exempts the loans made fcy the Farm Security Admin-
istration for the rehabilitation of needy farm families, since the vary act 
of making the loan constitutes the specified approval. There might be some 
question as to whether this provision also authorizes the Farm Security 
Administration to approve—and in this manner to exempt—loans made ty other 
lenders for the rehabilitation of needy .farm families. In view of the cred-
it risks involved in such loans it seems unlikely that many other lenders 
would use such an exemption even if it were available. Furthermore, it is 
understood that the Solicitor of the-Department of Agriculture has rendered 
an opinion that the Farm Security Administration is not authorized to ap-
prove such loans when made ty other lenders. Subdivision (1) of section 6(k) 
will consequently be limited in its application to loans actually made ty 
the Farm Security Administration. 

It will be appreciated if you will confirm our understanding that 
these views are in accord with those of your Administration. 

Very truly yours, 
(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
Farm Security Administration 

Washington 

November 23, 1941 

Board of Governors 
Federal Reserve System 
Washington, D. G. 

Attention; fill'. Chester Morrill, Secretary 

Gentlemen: 

This will acknowledge receipt of your letter 
of November 10, giving your understanding of section 
6(k) of Regulation W issued by you. We confirm the un-
derstanding that subdivision (l) of section 6(k) gives 
all. loans made by the Farm Security Administration ex-
emption from the restrictions on instalment credit and 
that it does not imply that the Farm Security Adminis-
tration is to give approval to agricultural loans made 
by other lenders. 

To clear up this matter in the field we under-
stand that you will send this information to your mem-
ber banks and that we shall send it to our regional 
offices. 

Sincerely yours, 

(Signed) George. S. Mitchell 

Acting Administrator 
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