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I n connect ion w i t h the argument t h a t the guaranteeing 
func t ions of RFC are now unnecessary i n the l i g h t o f the present 
V- loan program, I t h i n k i t should be borne i n mind t h a t i n one 
respect a t l e a s t the V- loan program c l e a r l y i s not meeting the 
c r e d i t requirements o f defense con t rac to rs . 

The guaranteeing agencies, w i t h the except ion o f General 
Services Admin i s t ra t i on , take the p o s i t i o n t h a t they w i l l no t guarantee 
loans unless the proceeds are to .be used p r i m a r i l y f o r working c a p i t a l 
purposes. I n - o t h e r words, they w i l l not consider app l i ca t i ons f o r 
guarantees o f long- te rm loans to f inance p l a n t cons t ruc t ion or f a c i l i -
t i e s . 

I t was apparent ly contemplated t h a t f i nanc ing f o r p l a n t con-
s t r u c t i o n would be provided by the RFC on c e r t i f i c a t i o n o f c e r t a i n 
"delegate agencies11 under the prov is ions o f sec t ion 302 o f the Defense 
Product ion Ac t . That program, however, has no t succeeded. We are 
cons tan t l y rece iv ing complaints and i n q u i r i e s regard ing the i n a b i l i t y 
o f defense cont rac tors t o ob ta in long- term c a p i t a l funds f o r the 
purpose o f b u i l d i n g p lan ts and p rov id ing a d d i t i o n a l f a c i l i t i e s which 
they requ i re i n order t o car ry out t h e i r defense con t rac ts . 

Lega l l y , we be l ieve t h a t guarantees o f f a c i l i t i e s loans 
might be made by the guaranteeing agencies under the present law. 
However, there are many p o l i c y considerat ions invo lved , one o f which 
i s the f e e l i n g t h a t the V- loan program o f World War I I worked so very 
success fu l l y because i t was l i m i t e d t o working c a p i t a l loans, and t h a t 
the i n j e c t i o n o f long- term f a c i l i t i e s loans i n t o the present program 
might so complicate the program as to impa i r i t s usefu lness. I n add i -
t i o n , guarantees o f f a c i l i t i e s loans would (and have) ra i sed quest ions 
regarding mod i f i ca t i on o f the schedule o f guarantee fees , changes i n 
forms and procedures, and a v a i l a b i l i t y o f funds on the p a r t o f the 
guaranteeing agencies. 
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