
TREASURY 

March 21 , 19^7 

My d e a r Mr. Chairman: 

R e f e r e n c e i s made t o your r e q u e s t f o r t h e views of t h i s De-
p a r t m e n t on two b i l l s , S . 217, "To make c r e d i t a v a i l a b l e t o sma l l 
b u s i n e s s e n t e r p r i s e and t o con t i nue t h e R e c o n s t r u c t i o n F inance Corpora -
t i o n f o r t h e pu rpose of e f f e c t u a t i n g a p o l i c y of c r e d i t a s s i s t a n c e t o 
c o m p e t i t i v e sma l l b u s i n e s s e n t e r p r i s e " , and S . i+08, "To r e p e a l s e c t i o n 
13b of t h e F e d e r a l Reserve Ac t , t o amend s e c t i o n 13 of t h e s a i d A c t , and 
f o r o t h e r p u r p o s e s " . You have a l s o r e q u e s t e d t h e views of t h e C o m p t r o l l e r 
of t h e Currency on t h e f o r m e r b i l l and t h i s w i l l s e r v e as a r e p l y t o t h a t 
r e q u e s t . 

S . 217 would ex tend t h e l i f e of t h e R e c o n s t r u c t i o n F inance 
C o r p o r a t i o n f o r a p e r i o d of f i v e y e a r s and t h e t i t l e of t h e b i l l would 
i n d i c a t e t h a t t h e e x t e n s i o n i s i n t e n d e d t o b e f o r t h e p r imary purpose 
of e f f e c t u a t i n g a p o l i c y of c r e d i t a s s i s t a n c e t o c o m p e t i t i v e sma l l b u s i -
n e s s e n t e r p r i s e . I n t h a t c o n n e c t i o n , I would l i k e t o s t a t e t h a t t h e De-
p a r t m e n t f e e l s t h a t t h e e x t e n s i o n of c r e d i t by t h e R e c o n s t r u c t i o n F inance 
C o r p o r a t i o n t o sma l l b u s i n e s s i s d e s i r a b l e when i t can be shown t h a t t h e i r 
l e g i t i m a t e c r e d i t needs a r e n o t b e i n g met by p r i v a t e e n t e r p r i s e . The 
C o r p o r a t i o n has such a u t h o r i t y a t p r e s e n t unde r i t s g e n e r a l l e n d i n g powers 
and h a s been making such l o a n s . This i s ev idenced by t h e s t a t e m e n t of 
t h e P r e s i d e n t i n I n s Budget Message of J anua ry 19^7 # t o t h e e f f e c t 
t h a t t h e C o r p o r a t i o n i n i t s peace t ime b u s i n e s s l oan program has been 
a u t h o r i z i n g a b o u t 1 ,000 loans a month, c h i e f l y t o sma l l b u s i n e s s . The 
Depar tment f a v o r s a c o n t i n u a n c e of t h a t a u t h o r i t y f o r l e g i t i m a t e c r e d i t 
n e e d s . 

Howevefc, i t would a p p e a r t h a t s e c t i o n 6 of b i l l would 
c o n t i n u e t h e R e c o n s t r u c t i o n F i n a n c e C o r p o r a t i o n n o t on ly f o r making 
l o a n s t o sma l l b u s i n e s s b u t would a l s o c o n t i n u e a l l t h e p r e s e n t s t a t u t o r y 
powers of t h e C o r p o r a t i o n . That i s , s e c t i o n 6 would a p p e a r t o p r o v i d e 
f o r a b l a n k e t c o n t i n u a t i o n of t h e C o r p o r a t i o n and i t s powers . In t h a t 
r e g a r d , t h e P r e s i d e n t i n h i s Budget Message s t a t e d t h a t a new c h a r t e r f o r 
t h e C o r p o r a t i o n t o be s u b m i t t e d w i l l p r o v i d e f o r t h e r e p e a l of a l l powers 
n o t r e q u i r e d f o r peace t ime a c t i v i t i e s . This Department i s i n acco rd w i t h 
t h e p o s i t i o n t h a t t h e l i f e of t h e C o r p o r a t i o n shou ld be ex tended b u t t h a t 
powers of t h e C o r p o r a t i o n n o t r e q u i r e d f o r peace t ime a c t i v i t i e s should be 
e l i m i n a t e d . A l s o , i t would seem t h a t t h e a u t h o r i t y t o make l oans t o s m a l l 
b u s i n e s s shou ld be c o n s i d e r e d i n c o n n e c t i o n w i t h t h e g e n e r a l e x t e n s i o n of 
t h e l e n d i n g powers of t h e C o r p o r a t i o n r a t h e r t h a n i n d i v i d u a l l y . 

S e c t i o n 1 of S . i+OS would r e p e a l s e c t i o n l }b of t h e F e d e r a l 
Reserve Act which s e t a s i d e t h e g o l d i n c r e m e n t f u n d f o r making advances 
t o F e d e r a l Reserve banks f o r i n d u s t r i a l l o a n s . The r e p e a l of t h a t s e c t i o n 
would be i n acco rd w i t h t h e recommendation of t h e P r e s i d e n t i n h i s Budget 
Message and would r e l e a s e t o t h e T reasu ry t h e f u n d s r e s e r v e d f o r t h a t 
p u r p o s e . 
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S e c t i o n 2 of S. 1+08 would a u t h o r i z e F e d e r a l Reserve banks 
t o g u a r a n t e e l oans made by f i n a n c i a l i n s t i t u t i o n s and t o make 
coramitments t o p u r c h a s e loans f rom such i n s t i t u t i o n s , i f t h e l oans have 
a m a t u r i t y of n o t more t h a n 10 y e a r s . Such g u a r a n t e e s o r commitments 
cou ld n o t be i n an amount more t han 90 p e r c e n t of t h e unpaid b a l a n c e of 
t h e loan and t h e a g g r e g a t e amount of g u a r a n t e e s and commitments would be 
l i m i t e d t o t h e combined s u r p l u s of t h e F e d e r a l Reserve banks . I n d i v i d u a l 
l oans o v e r §100,000 could n o t exceed 50 p e r c e n t of t h e combined s u r p l u s of 
t h e b a n k s . You a r e adv i sed t h a t t h i s Depar tment would i n t e r p o s e no ob-
j e c t i o n t o g r a n t i n g such a u t h o r i t y t o t h e F e d e r a l Reserve banks . How-
e v e r , your Committee may wish t o c o n s i d e r t h e q u e s t i o n of -whether t h i s 
a u t h o r i t y might n o t i n some measure cause some d u p l i c a t i o n i n t h e f i e l d 
of a u t h o r i t y of t h e R e c o n s t r u c t i o n F inance C o r p o r a t i o n t o make l o a n s , 
assuming t h a t such a u t h o r i t y of t h e C o r p o r a t i o n i s c o n t i n u e d . 

I n view of t he h e a r i n g which you a r e h o l d i n g on March 25 on 
S. 217 and i n view of your r e q u e s t f o r e x p e d i t i o n of ou r r e p o r t on 
t h i s b i l l , i t h a s n o t been p o s s i b l e t o s ecu re t h e u s u a l c l e a r a n c e f rom 
t h e Bureau of t h e Budget . 

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

/ s / fJOHN W. SNYDER 

S e c r e t a r y of t h e T reasu ry 

Honorab le C h a r l e s Yif. Tobey 
Chairman, Committee on Banking 

and Currency 
U n i t e d S t a t e s S e n a t e 
Washing ton , D. C. 
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