
F o r m F. R. 5 1 1 ( a ) 

TO 

FROM 

REMARKS: 

A p r i l 26, 1951. 

The at tached memorandums were used i n 

connect ion w i t h test imony today before 

the Senate Banking & Currency Committee 

re L e g i s l a t i o n t o Abol ish the Reconstruc-

t i o n Finance Corporat ion. 

GOVERNOR ECCLES1 OFFICE 
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B O A R D O F G O V E R N O R S 
or THE 

F E D E R A L R E S E R V E S Y S T E M 

O f f i c e C o r r e s p o n d e n c e Date A P m 26,1991 

T ^ Governor Eccles Subject: 

JTfnin G. L . Boothe. I I . 

The f o l l o w i n g t ab le shows the fee payable t o the guaranteeing 
agency by a f i nanc ing i n s t i t u t i o n on the guaranteed p o r t i o n of a V- loan. 
This schedule o f fees was estab l ished by the Board o f Governors a t the 
beginning of the present program i n September 1950: 

Percentage o f 
Loan Guaranteed 

70 or less 

Guarantee fee 
(percentage o f 

I n t e r e s t Payable 
by Borrower) 

10 
75 15 
30 20 
35 25 
90 30 
95 35 
Over 95 40-50 

The maximum ra te o f i n t e r e s t t ha t a f i nanc ing i n s t i t u t i o n can charge i s % 
and the maximum commitment fee , | o f 1%. From the beginning o f the program 
to A p r i l 15s 19515 the Board has received from the Federal Reserve Banks 442 
app l i ca t i ons aggregat ing $4-81,200,000. Of these, 288 have been approved i n 
the t o t a l amount o f #347,700,000. 51 amounting to 19,300,000 have been de-
c l i n e d . 

At the present t ime, we are rece i v ing from the Federal Reserve Banks 
about 100 app l i ca t i ons a month. The Reserve Banks a n t i c i p a t e a subs tan t i a l 
increase i n t h i s volume a f t e r Congress approves the amendment t o the Assign-
ment o f Claims Act which w i l l prevent the Government from recover ing any 
claims aga ins t a con t rac to r from an assignee bank. 

A l l o f the guaranteeing agencies a t the present t ime w i t h the ex-
cept ion o f General Services Admin i s t ra t i on are l i m i t i n g V-loans f o r working 
c a p i t a l purposes. Any concern now i n need o f funds f o r f a c i l i t i e s must apply 
through the Reconstruct ion Finance Corporat ion under the prov is ions o f Sect ion 
302 of the Defense Product ion Act o f 1950• However, there i s noth ing i n the 
Defense Product ion Act or Executive Order 10161 t h a t i n any way prevents any 
o f the guaranteeing agencies from guaranteeing loans f o r f a c i l i t i e s i f they 
so des i re . 
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Governor Eccles - 2 -

As you s ta ted t h i s a f ternoon on the telephone, I know o f no 
loans t h a t the Reconstruct ion Finance Corporat ion now makes t h a t could 
not be made under Regulat ion V. I n the few cases where l o c a l banks do 
not want t o make a l oan even w i t h a guarantee, there i s no reason why a 
Federal Reserve Bank could not make the loan under the prov is ions o f 
Sect ion 13b e i t h e r w i t h or w i thout a guarantee. 

The guaranteeing agencies a t the present t ime are the Departments 
o f the Army, Navy, A i r Force, Commerce, I n t e r i o r and A g r i c u l t u r e , General 
Services Admin is t ra t i on and the Atomic Energy Commission. 
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