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THE SECRETARY OF THE TREASURY
WABHINGTON

May 6, 1959

Sirs:

I bave the honor to submit herewith the final report on the
Reconstruction Finance Corporation which is required under
Section 6 (¢) of Reorganization Plan No. 1 of 1957,

The report was prepared under the direction of Mr. Laurence
B. Robbins, who presently is serving in the capacity of Assistant
Secretary of the Treasury., Prior to confirmation in his present
position, Mr. Robbins served both as Deputy Administrator and
Administrator of the Reconstruction Finance Corporation and
directed the liquidation of that Corporation's affairs,

Secretary of the Treasury

To the President of the Senate

To the. Speaker of the House of Representatives
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FOREWORD

The Reconstruction Finance Corporation was among the largest
and undoubtedly was the most complex of all Federal lending agen-
cies. In its operations it disbursed more than $40 billion, and was
conditionally committed to disburse many billions more under guar-
anties of loans and investments made by private financial institutions.
Organized during a severe economic depression, the RFC passed
through periods of recovery, preparedness, war, reconversion, eco-
nomic expansion, another war and, finally, stability and prosperity.
During all these different periods RFC played an active and very
important role.

Being a corporation, with unlimited authority to borrow funds
from the U.S. Treasury, the RFC had more flexibility than agencies
operating under traditional Government appropriation procedures.
Besides making loans of many types, the RFC subscribed for, pur-
chased, and traded in the securities of private business enterprises,
State and local government agencies and other agencies of the Federal
Government. Advances and allocations were made to other Govern-
ment agencies. Mortgages, on both residential and income-producing
properties, were purchased and sold by RFC subsidiaries. RFC also
served as liquidating agent for discontinued Government agencies
and programs.

Beginning in 1940, RFC organized a group of subsidiaries to handle
national defense and war programs. The operations of these sub-
sidiaries were of types far removed from those usually associated
with financial institutions. These subsidiaries developed sources for,
manufactured, procured, stockpiled, and sold a long list of strategic
materials and commodities. Industrial facilities for war production
were built and operated. There were programs to collect and salvage
scrap materials. Preclusive buying operations were conducted
abroad, designed to handicap enemy powers. Subsidy payments were
made to domestic producers and transporters of essential materials,
not only to encourage production but to help control prices. There
was a program to provide insurance against loss due to enemy action.
And, finally, for a short period after World War II, an RFC sub-
sidiary undertook to dispose of surplus war property.

An overwhelming volume of materials has accumulated on the op-
crations of RFC and its subsidiaries. For one example, the minutes
of the meetings of RFC’s Board of Directors alone occupy about 250
cubic feet. Including records of the subsidiaries, the total volume
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

of RFC material accepted by the National Archives was about 3,250
cubic feet. The records of testimony before committees of the Con-
gress in hearings on matters related to RFC fill many dozens of closely
printed volumes. Also, there are in the various Government record
centers countless thousands of documents and pieces of correspond-
ence related to RFC’s individual loans and other transactions. To
sift and collate this mass of material, to note policy changes and the
shifting emphases of operations, and then to put together a com-
prehensive, documented exposition of RFC's manifold activities
would require many years of research.

Under the provisions of Reorganization Plan No. 1 of 1957, the
Secretary of the Treasury is required to submit a final report on the
Reconstruction Finance Corporation on or before June 30,1959, After
careful consideration of the vast amount of material available, it was
decided that the most practicable and useful form of report would be
an outline of the various programs which RFC wns authorized or
directed by law to undertake, and a summary of the things which
RFC did or did not do under those authorities. This plan has been
followed. Subjective interpretations and critical analyses of RFC's
operations have been avoided. It is hoped and intended that this
report will serve as a source and reference book for legislators, Gov-
ernment officials, and students and researchers in the fields of eco-
nomics, finance, and political science. With this in mind, there has
been incorporated in the report a considerable volume of statistical
material on RFC lending and investment functions, much of which
heretofore has been unavailable in organized form.

One question frequently raised relates to whether the RFC “made
a profit.” Nowhere in the basic RFC legislation are there any indi-
cations that RFC was established for the purpose of making a profit.
The stated purposes for RFC'’s existence were to deal with emergency
situations and to aid in attaining broad economic goals. To judge
whether or not these purposes were accomplished requires something
more than measurement against a dollar yardstick. Asking whether
RFC “made a profit” implies that the Corporation was regurded as a
business enterprise. In its most publicized activities, the Corporation
did operate as a business, but there were many RFC activities in which
funds were disbursed with no expectation that any recoveries could be
made. Chief among these were the grants and allocations made by
RFC to other Government agencies and to States for relief and related
programs during the 1930s, and, beginning in 1940, the subsidies paid
and the unusual expenditures made in furtherance of the war effort.
In such instances, the Congress recognized the unbusinesslike nature of
these expenditures and canceled the notes which RFC had issued to the
Secretary of the Treasury to obtain the funds so used.
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FOREWORD

In the Corporation’s lending activities, loans and investments were
made under the requirement that there be reasonable assurance of
repayment. Taken as a whole, the accounting records of the lending
programs show that interest income and other revenues exceeded
losses and expenses. It should be noted, however, that this did not
hold true for each and every program. For example, the Corporation
charged off as losses more than one-fourth of all amounts disbursed on
loans to mining enterprises. Also, the administrative costs and other
expenses incurred in connection with disaster loans and the smaller
loans and investments of other programs were not covered by the
income received from them. In most instances RFC’s multimillion
dollar loans and investments worked out to the Corporation’s advan-
tage, and much of the expense incurred in administering the smaller
loans was absorbed in the income received from large loans and invest-
ments. Inrealizing upon its loans and investments the RFC benefitted
from the general long-term trend of economic expansion which began
shortly after the Corporation was organized. This was particularly
noticeable beginning in 1940, when the economic activity generated by
defense and war programs accelerated realizations upon outstanding
loans and investments.

The responsibility for the necessary extensive research and the prep-
aration of this report was assigned to Douglas S. Wilson and Thomas
H. Graham, with editorial and stenographic assistance provided by
Louise B. Lord and Jean H. Dougherty. All of these individuals had
the benefit of many years of experience as RFC employees. Their
efforts, and the assistance rendered by other former officers and
employees of the Reconstruction Finance Corporation, are gratefully
acknowledged.

Lauvrence B. Roesins,
Assistant Secretary of the Treasury.
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Origin and Succession

In a message to Congress on December 7, 1931, President Hoover
said:

In order that the public may be absolutely assured and that the Government
may be in position to meet any public necessity, I recommend that an emergency
Reconstruction Corporation of the nature of the former War Finance Corpora-
tion should be established. It may not be necessary to use such an instrumental-
ity very extensively. The very existence of such a bulwark will strengthen
confidence. The Treasury should be authorized to subscribe a reasonable capital
to it, and it should be given authority to issue its own debentures. It should
be placed in liguidation at the end of 2 years. Its purpose is by strengthening
the weak spots to thus liberate the full strength of the Nation’s resources. It
should be in position to facilitate exports by American agencies; make advances
to agricultural credit agencies where necessary to protect and aid the agricul-
tural Industry; to make temporary advances upon proper securities to estab-
lished industries, railways and financial institutions which cannot otherwise
secure credit, and where such advances will protect the credit structure and
stimulate employment,

An act creating the Reconstruction Finance Corporation was passed
by the Congress, and approved on January 22, 1932. Upon signing
the act, President Hoover issued this statement:

I have signed the Reconstruction Finance Corporation Act.

It brings into being a powerful organization with adequate resources, able
to strengthen weaknesses that may develop in our credit, banking and rallway
structure, In order to permit business and industry to carry on normal activities
free from the fear of unexpected shocks and retarding influences.

Its purpose is to stop deflation in agriculture and industry and thus to in-
crease employment by the restoration of men to their normal Jobs. It is not
created for the aid of big industries or blg banks. Such institutions are amply
able to take care of themselves. It is created for the support of the smaller
banks and financial institutions, and through rendering their resources liguid
to give renewed support to business, indusiry, and agriculture.

The RFC was organized and began operations on February 22,
1932. Originally, the Corporation’s principal function was to extend
financial aid to agriculture, commerce, and industry through the me-
dium of direct loans to banks, trust companies, and other financial
institutions. The Corporation was also authorized to make loans to
railroad companies or receivers of railroads with the approval of the
Interstate Commerce Commission.

Succession of the Corporation was originally established at 10 years,
but new loans could be authorized only during the first 2 years of that
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

period. The Congress later extended the lending authority, and
broadened the Corporation’s functions by including authority to pur-
chase the capital stock of banks, insurance companies, agricultural
credit corporations, and national mortgage associations, Authority
was also given to RFC to make loans to business enterprises, mining
interests, agricultural improvement districts, disaster victims, public
school authorities, and to assist in financing the construction of public
works. Further, the Corporation was directed to purchase the se-
curities of, or make loans, advances, and allocations of funds to,
various other U.S. Government corporations and agencies.

Legislation was enacted and approved in 1940 which gave RFC
new responsibilities in connection with the national defense programs
then being undertaken. For the most part, these defense programs
were conducted through subsidiary corporations and these activities
were greatly expanded during the World War II period.

The act which gave RFC its national defense responsibilities also
extended the Corporation’s succession to January 22, 1947, An act
approved August 7, 1946, extended RF(C’s succession to June 30, 1947,
and an act approved June 30, 1947, extended the succession to June
30, 1948. Finally, by an act approved May 25, 1948, RF(’s succes-
sion was extended to June 30, 1956.

Before the date of final extension was reached, the RFC Liquida-
tion Act became effective. This act, approved July 30, 1953, termi-
nated the Corporation’s lending powers effective on September 28,
1953, and liquidation of the Corporation’s assets began at that time.
The RFC Liquidation Act provided for liquidation of the Corpora-
tion in accordance with sections 9 and 10 of the amended RFC Act.
Under those provisions, the RFC continued as an independent agency
until June 80, 1954. Thereafter, for further liquidation, the Secre-
tary of the Treasury succeeded to and exercised all powers, duties, and
authority previously lodged in the Administrator of RE'C.

On June 30, 1957, the Reconstruction Finance Corporation was
abolished as provided by Reorganization Plan No. 1 of 1957.

2
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Legislative Authorities and Limitations

Under the original Reconstruction Finance Corporation Act, the
Corporation’s major functions were the extension of credit to agricul-
ture, commerce, and industry through loans to banks and other finan-
cial institutions, insurance companies, agricultural credit agencies,
and railroads. The Corporation’s functions subsequently were modi-
fied and extended both by amendments to the original act and by
provisions in independent legislation. The lending authority of the
Corporation was broadened by including authority to purchase the
capital stock of banks, insurance companies, agricultural credit cor-
porations, and national mortgage associations. Authority was also
given the Corporation to make loans to business enterprises, mining
interests, disaster victims, and public school authorities, and to assist
in financing the construction of public works. It also was authorized
and directed to allocate funds to, to make loans and advances to, and
to purchase the securities of, various U.S. Government corporations
and agencies.

During the emergency period beginning in 1940, and during World
War II, the responsibilities of the Corporation were considerably
augumented, principally on the basis of authority derived, directly or
indirectly, from section 5d of the RFC Act, as amended, from the
First War Powers Act, and from the Emergency Price Control Act
of 1942. In order to aid the Government in its national defense
program, the Corporation was authorized to engage in financing of
plant conversion and construction, to acquire and construct and to
own and operate war plant facilities, to make subsidy payments, to
deal in and to stockpile strategic and critical materials, to administer
the war damage insurance program, and to conduct a great variety of
other activities unrelated to its normal lending operations.

By legislation approved June 80, 1947, the Corporation’s lending
powers were substantially curtailed and its wartime functions were
terminated, except with respect to the programs for the production of
synthetic rubber, tin, and abaca fiber. The lending powers thereafter
were confined to business enterprises, including railroads and air car-
riers, financial institutions, municipalities and political subdivisions
of States and Territories, and disaster victims. Except for certain
lending authorities assigned to the Corporation under provisions of
the Defense Production Act and the Federal Civil Defense Act of
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

1950, the aforementioned lending powers remained unchanged until
enactment of the RFC Liquidation Act.

In the following description, the legislative authorities of RFC are
shown under four general headings: Part I deals with the authorities
for the Corporation’s so-called “normal” lending and investment
functions. Part II covers the legislative authorities for allocations
and loans made to other Government agencies by direction of the
Congress. Part III gives the authorities for the Corporation’s non-
lending activities, including those undertaken in connection with na-
tional defense and wartime programs. Part IV covers the legislative
authorities and restrictions having to do with the Corporation’s
financing. A list of RF(C’s legislative authorizations according to
dates of approval, statute references, and public law numbers will be
found in appendix A.

Part [—Lending and Investment Functions

1. BANKS AND OTHER FINANCIAL INSTITUTIONS

(a) Banks and Trust Companies

RFQO Act—approved January 22, 1932 ~—Section 5 of the original
act authorized RFC to make loans to banks, savings banks, and trust
companies, including loans secured by the assets of any banks that
were closed or in process of liquidation to aid in the reorganization
or liquidation of such banks.

All Joans made under the foregoing provision were to be “fully and
adequately secured,” and maturities could not exceed 3 years. The
loans to any one corporation could not exceed 5 percent (reduced on
July 2, 1932, to 254 percent) of RF(C’s authorized capital stock and
borrowing authority.

An act approved June 19, 1934, permitted maturities up to 5 years
for loans made under this section 5. In 1985, the maturity limitation
was changed to a deadline of January 81, 1945. In 1940, this matur-
ity deadline was extended to J: anuary 31, 1955.

.E’meryencg{ Bank Act—approved March 9, 1933.—Section 304 of
this act provided that if in the opinion of the Secretary of the Treas-
ury a bank needed funds for capital purposes, he could, with the ap-
proval of the President, request the RFC to subscribe for preferred
stock of such bank or to make a loan secured by such stock. By an
amendment of March 24, 1933, this power was limited to cases where
the preferred stock was nonassessable, In cases where nonassessable
stock could not be issued, RF'C was authorized to lend on capital notes
or debentures. Under the provisions of this act, no limitations similar
to those of section 5 of the RFC Act were imposed.

4
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LEGISLATIVE AUTHORITIES

An aot approved June 30, 197, repealed section 304 of the Emer-
gency Bank Act, which provided for the purchase by RFC of pre-
ferred stock, capital notes, and debentures of banks and trust
companies. This act, under a new section 4, extended the authorities
contained in section 5 of the original RFC Act relating to banks and
other financial institutions. In this act the term “financial institu-
tions” was used instead of specifying types of institutions as was done
in the original act. The extension of these powers was intended for
emergency use only and the authority was never exercised by the
Corporation.

(b) Insurance Companies

Section 5 of the original act also included insurance companies in
the list of financial institutions to which loans could be made with
the same terms and conditions as loans to banks.

The Insurance Company Act approved June 10, 1933, authorized
the RFC to subscribe for, or make loans secured by, the preferred
stock of insurance companies. This act followed the provisions of the
Emergency Bank Act, as amended, which permitted lending on cap-
ital notes or debentures in cases where nonassessable preferred stock
could not be issued. However, this act contained additional pro-
visions which prohibited RFC from subscribing for, or purchasing,
any preferred stock or capital notes of any insurance company (1)
until the insurance company showed that it had unimpaired capital,
or that it would furnish new subordinate capital; (2) if any em-
ployees of the company received compensation in excess of $17,500 a
year; and (3) unless the company agreed not to increase salaries or
to retire any of its capital stock or debentures until the RFC’s hold-
ings were retired. There was a proviso to the first limitation that the
Corporation might make loans secured by such preferred stock or
capital notes if it believed that the loans were adequately secured.
As in the case of banks, such subscriptions or purchases had to be
initiated by the Secretary of the Treasury.

An act approved June 30, 1947, repealed the provisions of the In-
surance Company Act relating to the purchases by RFC of preferred
stock, capital notes, or debentures of insurance companies. How-
ever, the authority was restored by an act approved May 25, 1948,
intended for emergency use only, and the authority was exercised
in only one instance by the Corporation.

(c) Building and Loan Associations

Section 5 of the original act authorized RFC to make loans to
building and loan associations on the same terms and conditions as
other financial institutions.
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

An act approved June 14, 1933, amended section 5 of the RFQ ‘t}.ct
to include authority to make loans on the assets of closed building
and loan associations.

(d) Mortgage Loan Companies

Section 5 of the original act authorized RFC to make loans to
mortgage loan companies on the same basis as loans to other financial
institutions. As in the case of loans to other financial institutions,
such authority existed in the statutes throughout the life of RFC, but
was utilized principally during the depression years.

(e) Other Financial Institutions

The original section 5 also authorized RFC to make loans to the
following financial institutions which were mostly quasi-Government
institutions:

Credit unions.

. Federal land banks.

. Joint stock land banks.

. Federal intermediate credit banks.

. Agricultural credit corporations.

. Regional agricultural credit corporations.
. Livestock credit corporations.

2. RAILROADS

RF(Q Act—approved January 92, 1932.—The third paragraph of
the original section 5 authorized the RFC to make loans to railroads,
with the approval of the Interstate Commerce Commission, for tem-
porary financing, to railroads in process of construction, and to re-
ceivers of railroads. This authority was subject to the same
limitations as other loans made under section 5. These were the
provisions limiting the amount of advances to any one corporation
to 2% percent (originally 5 percent) of RF(C’s capital stock and
borrowing power, and the terms of the loans to 8 years. The loans
could be made only if the railroads were unable to obtain funds on
reasonable terms through banking channels or from the general
public, and the Corporation was “adequately secured.”

An act approved June 10, 1933, authorized the Corporation to make
loans to trustees of railroads reorganizing under section 77 of the
Bankruptcy Act. On June 16, 1933, a law was passed forbidding the
ICC to approve a loan to a carrier, as distinguished from a receiver
or trustee, in the event it believed that a reorganization was needed
in the public interest.

The act approved June 19, 193/, which permitted 5-year maturities
for loans made under section 5 of the RFC Act also provided that the
6
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LEGISLATIVE AUTHORITIES

Corporation might require railroads to make arrangements for amor-
tization as a condition to granting loans for a period longer than 3
years.

An act approved January 31, 1935, rewrote the original provisions
of section 5 by eliminating the reference to temporary financing, and
authorized the Corporation to purchase the obligations of railroads,
or to guarantes the payment of such obligations, “notwithstanding any
limitation of law as to maturity.” This act also changed the security
requirements from “adequately secured” to “full and adequate
security.”

Amendments to the RFC Act approved June 80, 1947, and May 25,
1948, extended these authorities for aid to railroads under section
4(a) (1) of the new acts. Limited use of such powers was made
thereafter.

3. PUBLIC AGENCIES
(a) Self-Liquidating Projects

E'mergency Relief and Construction Act—approved July 21, 193%.—
Section 201(a) of this act authorized RFC (1) to make loans or pur-
chase securities in connection with self-liquidating projects under-
taken by public instrumentalities. The Corporation was authorized
to bid for such securities, without regard to maturity, for the purpose
of financing any project authorized by law; (2) to make loans to
certain types of corporations to provide housing for families of low
income or for reconstruction of slum areas, for the construction or
improvement of bridges, tunnels, etc., devoted to public use, and for
the protection and development of forests and other natural resources;
(3) to make loans to construct any publicly owned bridge, the cost of
which was to be returned part by tolls and part by taxes imposed by
State law. The Corporation was authorized to purchase bonds for
this purpose without regard to maturity.

The loans under this section were to be fully and adequately secured
and the general maturity limitation was 10 years, although some of
the loans could have a longer maturity under certain limited conditions.

Section 301 of the National Industrial Recovery Act, approved June
16, 1933, provided that no applications to RFC under this section
201(a) should be approved after 10 days from the date upon which
the Federal Emergency Administrator of Public Works took office.
By an act approved January 81, 1935, the RFC was authorized to
exchange any obligations held under this section for other obligations
of the borrower which were more desirable in the opinion of the
Corporation.

An act approved April 13, 1938, amended section 5d of the RFC
Act to include a new provision empowering RFC to make loans, on
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

terms and conditions determined by the Corporation, to public agen-
cies to aid in financing projects authorized under Federal, State, or
municipal law. This provision gave RFC a broader grant of au.thonty
to make loans to, or purchase the securities of, municipalities and
other public bodies than had been contained in the provisions of the
Emergency Relief and Construction Act of 1932, and which had be:en
transferred by subsequent acts to the Federal Emergency Admin-
istrator of Public Works.

Amendments to the RFO Aot approved June 30, 1947, and May 25,
1948, contained provisions under a new section 4(a) (3) which super-
seded section 5 of the original act. At the same time, section 201(a)
of the act approved July 21, 1932, and section 301 of the act approved
June 16,1933, were repealed.

RFC was authorized, under section 4(a) (3) of the amended act, to
purchase the securities of, or make loans to, municipalities, public
agencies, and public corporations for the purpose of financing projects
authorized by law. This authority was limited to public projects as
distinguished from ordinary governmental and nonproject operating
expenses. However, it was broad enough to cover the self-liquidating

loans and the loans to drainage districts permitted under the old
authorities.

(b) Drainage, Levee, lrigation and Similar Districts

Emergency Farm Mortgage Act approved May 12, 1933 —Section
36 of this act authorized RFC to make loans to drainage and irrigation
districts which had completed projects devoted to the improvement
of lands for agricultural purposes. The loans were to enable the
districts to refinance their outstanding indebtedness.

The loans were to be subject to the same terms and conditions as
loans under section 5 of the RFC Act, except that (1) the maturities
could not exceed 40 years; (2) that the loans should be secured by
liens on the properties or on the assessments levied, or by other collat-
eral; (3) that the borrowers agree not to issue any other bonds so
secured; (4) that the borrowers pay to the Corporation the excess of
assessment collections over cost of operations; and (5) that the bor-
rowers agree to reduce the outstanding indebtedness of the land-
owners to the borrowers by the amount of the borrowers’ reduction
of indebtedness.

It was also required that RFC make an appraisal, that it determine
the project be economically sound, and that it be satisfied that an
agreement had been entered into between the applicant and its cred-

itors for a refunding of the applicant’s outstanding bonds at a reason-
able price.
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LEGISLATIVE AUTHORITIES

An act approved June 19,1934, amended section 36 to include author-
ity for RFC to make loans for repairs or improvements to any drainage
district to which a loan had been authorized. By an amendment
approved June 22, 1936, this was expanded further to permit loans,
not only for refinancing but also to permit acquisition or construction
of such a project or appurtenances in connection therewith.

The RFC Act, as amended, June 30, 1947, repealed section 36 of
the Emergency Farm Mortgage Act. Thereafter, authority for
making drainage, irrigation, and levee loans was contained in section
4(a) (3) of the amended act under the broad term “loans to public
agencies, ete.,” previously discussed in connection with “self-liquidat-
ing projects.”

(c) Sewriii‘es Purchased From Federal Emergency Administrator of Public
orks

Emergency Appropriation Act approved June 19, 1934, authorized
the purchase by RFC of marketable securities acquired or to be ac-
quired by the Federal Emergency Administrator of Public Works.
This was apparently designed to increase the funds available to that
Administrator, since he was authorized to use the funds so acquired
in making further loans. This authority existed until June 30, 1947,
but wasnot exercised after 1941.

(d) Loans To Secure Public Deposits and to School Districts

Section & of the RFC Aot was amended on June 10, 1933, by adding
4 new paragraph in which RFC was authorized to make loans, if
adequately secured, to any State insurance fund for the purpose of
Paying compensation to injured and disabled workmen. This author-
1ty was never exercised by the Corporation.

This amended act added a further paragraph to section 5 which
authorized RFC to make loans, if adequately secured, to any fund
created by a State to insure the repayment of deposits of public
moneys.

By section 16 of an act approved Jume 19, 193}, the Corporation
was authorized to make loans on full and adequate security to public
school districts for the payment of teachers’ salaries.

An act approved August 84, 1935, authorized RFC to make loans
to public school districts to enable those districts to reduce their
total indebtedness by a refinancing of existing obligations. The act
contained complete provisions as to the steps to be followed by the
Corporation before it could make any such loans and as to the terms
and conditions of the loans made. ’

The foregoing authorities in this subsection were repealed by an
act approved June 30, 1947.
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION
4. BUSINESS LOANS

(a) Loans to Business Enterprises

An act approved June 19, 193}, added a new section 5d to the origi-
nal RFC Act which authorized the first loans directly to business
enterprises. This new section empowered RFC to make loans to any
industrial or commercial business established prior to January 1,
1934, provided credit was not otherwise available at banks at pre-
vailing interest rates. These loans were to be “adequately secured”
as contrasted with “fully and adequately secured” as provided .in t.he
original section 5 of the RFC Act dealing with loans to financial in-
stitutions. The loans could be made directly, in cooperation with
banks or other lending institutions, or by the purchase of particlpa-
tions (later expanded to include “agreements to participate”). The
maturities were not to exceed 5 years, and the amounts were not to
exceed $500,000 to any one borrower. The loans were to be made

only when they assured continued or increased employment and only
when the borrower was solvent.

An act approved January 31, 1936, extended the functions of RFC
for 2 years and substantially revised the limitations of section 5d.
Instead of “adequately secured,” the provision “so secured as reason-
ably to assure repayment” was inserted. The restriction to busi-
nesses established prior to January 1, 1934, was eliminated. The ma-
turity limitation was changed from 5 years to a deadline of not later

than January 31, 1945. The limitation on the amount to any one
borrower was eliminated.

An act approved April 13, 1938, expanded the authority under sec-
tion 5d to include the purchase of securities and obligations of, as
well as the making of loans to, “any business enterprise.” The se-
curity standard was changed from “so secured as reasonably to assure
repayment” to “of such sound value, or so secured, as reasonably to
assure retirement or repayment.”

An act approved June 25, 190, extended the maturity deadline
from January 31, 1945, to January 31, 1955,

Amendments to the RFC Act ppproved June 30, 1947, and May 25,
1948, extended the authorities for making loans to business enter-
prises under a new section 4(a) (1) which superseded section 5d of
the original act. This new section authorized RFC to purchase the
obligations of, and to make loans to, any business enterprise, includ-
ing railroads and air carriers. This authority was as broad as the
previous ones and remained in effect until the lending powers of the
Corporation were terminated on September 28, 1953.
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(®) Loans for Prefabricated Housing

Section 102 of the Housing Act of 198 authorized RFC to make
loans to, and purchase the obligations of, any business enterprise for
the purpose of providing financial assistance for the production of
prefabricated houses or prefabricated housing components, or for
large-scale modernized site construction. Effective September 7, 1950,
responsibility for administration of this part of the National Housing
Act was transferred to the Housing and Home Finance Agency under
the provisions of Reorganization Plan No. 23 of 1950.

(c) Loans to Business Enterprises for National Defense Purposes

An act approved June 25,1940, added to section 5d new paragraphs
to cover aid to the national defense program. Subsection (1) of this
act authorized the Corporation to make loans to, or purchase the stock
of, any corporation for the purpose of acquiring critical materials
and manufacturing equipment and supplies necessary to the national
defense.

By an amendment approved June 11, 1942, these authorizations
were to be on such terms and conditions and with such maturities as
the Corporation might determine. They were therefore far different
from the business loans under the original section 5d, which carried
the requirements of unavailability of credit, sound value or security,
and limited maturities.

An act approved June 30, 1947, repealed all provisions of previous
acts which related to authorizations for making loans for national
defense purposes.

(d) Loans to Mining, Milling, or Smelting Businesses

Section 14 of an act approved June 19, 1934, authorized RFC to
meke loans “upon adequate security” to organizations engaged in the
business of mining, milling, or smelting of ores. In January of 1935,
this was amended to read “upon sufficient security,” and the authority
was extended to the making of loans for the development of a lode,
ledge, or vein when it was believed that an amount of ore would be
developed sufficient to pay a profit upon the mining operations. In
September of 1940, this section was amended to cover the development
of any critical or strategic mineral which in the opinion of the Corpo-
ration would be of value to the country in time of war.

(¢) Loansto Business Enterprises Under the Defense Production Act of 1950
Title 111 of the Defense Production Act of 1950 empowered the

President to make provision for loans (including participations in
or guarantees of loans) to business enterprises for expansion of
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capacity, development of technological processes, and the production
of essential materials. To carry out the purposes of this act, the
President was authorized to utilize such existing agencies of the
Government as he deemed appropriate, or to create new agencies.

By Executive Order 10161, dated September 9, 1950, the President
directed that the facilities of the RFC be utilized for the purposes
of the Defense Production Act. The Corporation served as credit
adviser and fiscal agent for the Defense Production Administration
until September 28, 1953, when the provisions of section 107 of the
RFC Liquidation Act became effective.

Loans under this act were made on terms and conditions determined
by RFC, subject to the requirements of unavailability of credit from
other sources and, except for working capital purposes, a loan could
be made only upon certificate of essentiality of the loan by the
sponsoring (Government agency.

5. MORTGAGES

(a) The RFC Mortgage Company

An act approved January 31,1935, added a new section (5¢) to the
RFC Act. This section authorized the Corporation to subscribe for
or make loans upon the stock of any national mortgage association
organized under title IIT of the National Housing Act or of any
financial institution engaged in the business of making loans upon
mortgages, deeds of trust, or other instruments conveying, or con-
stituting a lien upon, real estate or any interest therein.

In March of 1935, the Corporation organized the RFC Mortgage
Company under the laws of the State of Maryland and subscribed
for all capital stock of that Company. The function of the Mortgage
Company was to carry out the purposes of section 5¢ “to assist in
the reestablishment of a normal mortgage market.”

An act approved August 7, 1946, authorized the Corporation to
purchase, directly or through a subsidiary, loans insured or guaranteed
by the Veterans’ Administration. Using this authority, RFC Mort-
gage Co;npany created a secondary market for veteran home loans by
purchasing such obligations at the request of the originating
institutions.

Section 203 of Public Law 132 approved June 30, 1947, abolished
the Mortgage Company and transferred its assets and liabilities to
the parent corporation for liquidation.

(b) Federal National Mortgage Association

In 1.&pril of 19:—%8, the Federal National Mortgage Association was
organized under title IIT of the National Housing Act for the purpose
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of assisting in the establishment of a normal mortgage market. The
Association’s capital stock was purchased by RFC. The functions of
the Association were to provide a secondary market for FHA
mortgages and, later, VA guaranteed mortgages.

Reorganization Plan No. 92 of 1950 provided for the transfer of
the Association from RFC to the Housing and Home Finance Agency
effective September 7, 1950.

6. MISCELLANEOUS
(a) Catastrophe Loans

By an act approved March 23,1933, the Corporation was authorized
to make loans to nonprofit corporations for the repair of buildings
damaged by earthquake in the year 1983. The loans were to be fully
and adequately secured, with maturities not exceeding 10 years. On
May 29, 1983, the authority was extended to cover damage by fire,
tornado, or cyclone. An amendment to the act approved June 19,
1934, permitted 20-year maturities for loans to municipalities.

An act approved April 13, 193/, authorized the making of loans
to finance the acquisition of home or building sites to replace sites
declared unsafe by reason of flood or earthquake and to finance the
repair or construction of buildings or utility systems damaged by
earthquake, conflagration, tornado, cyclone, or flood in the year 1933
and in the months of January and February of 1934¢. An act approved
April 17, 1936, greatly expanded the substantive provisions of this sec-
ond Catastrophe Relief Act and applied them to the years 1935 and
1936.

An act approved February 11,1937, created a Disaster Loan Corpo-
ration to make such loans as it might determine to be necessary or ap-
propriate because of floods or other catastrophes. RFC was directed
to subscribe and pay for the stock of such Corporation from the funds
which it had been allocated for catastrophe loans under an act ap-
proved April 17, 1936. On June 30, 1945, the powers and duties of
the Disaster Loan Corporation were merged with RFC.

The catastrophe loan authority was extended in the amended RFC
Act approved June 80, 1947 under a new section 4(a) (4). This au-
thority was as broad as previous catastrophe loan authorities and re-
mained in effect until RFC’s lending powers were terminated on Sep-
tember 28, 1953. At that time the disaster loan function became the
responsibility of the Small Business Administration.

(b) Agricultural Loans
Section 201 (c), title II, of the Emergency Relief and Construction
Act of 1932, authorized the Corporation to make loans for the purpose
\ 13
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of financing the sale of surplus agricultural products in foreign coun-
tries. Section 201(d) of this act authorized the Corporation to make
loans to finance the carrying and orderly marketing of agricultural
commodities and livestock. The loans made under this act were to be
fully and adequately secured and the maturities were limited to 3
years. These authorities were repealed by Public Law 132, 80th
Congress, approved June 30, 1947.

(¢) Loans to Processors and Distributors Subject to Processing Taxes

Section 19(c) of the Agricultural Adjustment Act approved May 18,
1933, provided that any processor or distributor subject to the process-
ing taxes imposed by that act should be eligible for loans from RFC
under section 5 of the original RFC Act. This provision was repealed
by Public Law 182, 80th Congress, approved June 30, 1947.

(d) Civil Defense Loans

The Federal Civil Defense Act of 1950 authorized RFC to purchase
securities or make loans (including participations therein or guaran-
tees thereof) for the purpose of aiding in financing projects for civil
defense purposes. These required the certification of the Federal
Civil Defense Administrator. Maturities were limited to 50 years.
The total of loans, purchases, participations, and guarantees was 1'1m-
ited to $250 million outstanding at any one time. By the provisions
of Reorganization Plan No. 2 of 1954, the civil defense lending func-
tions were transferred to the Secretary of the Treasury.

Part ll—Loans and Allocations to Other U.S. Government
Agencies and to Foreign Governments

1. AGRICULTURE
(a) Crop Loans

Section 8 of the original RFU Act directed that one-tenth of RFC}’s
original capital stock and borrowing authority should be made avail-
able to the Secretary of Agriculture for crop loans during 1932. The
terms and conditions of such loans were to be prescribed by the Secre-
tary. The Secretary’s authority to make crop loans was later extended,
and by Executive Order No. 6084 dated March 27, 1933, such func-
tion was transferred to jurisdiction and control of Farm Credit
Administration.

By section 201(e) of the Emergency Relief and Construction Act of
1932, the Corporation was authorized to create regional agricultm""1
credit corporations and to pay for the capital stock out of the alloca-
tions to the Secretary of Agriculture under section 2 of the RFC Ack

14
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



LEGISLATIVE AUTHORITIES

These credit corporations were empowered to make loans to farmers
for agricultural or livestock purposes. RFC was further directed to
pay all expenses of operating such corporations.

(b) Loans to Farmers

The Farm Credit Act of 1933 authorized and directed RFC to make
available to the Governor of the Farm Credit Administration any
balance available under section 2 of the RFC Act for the purpose of
establishing production credit corporations.

Department of Agriculture Appropriation Acts of 1941 and 192
authorized and directed loans by RFC to the Secretary of Agriculture
to enable the Secretary to make loans under title I of the Bankhead-
Jones Farm Tenant Act, approved July 22,1937. By the Farm Tenant
Act the Secretary was anthorized to make loans to tenant farmers to
enable them to purchase farms.

Under the Emergency Relief Appropriations Act, fiscal year 1941,
the Corporation was authorized and directed to make loans to the
Secretary of Agriculture to enable him to make rural rehabilitation
loans to needy farmers.

Section 32 of the Emergency Farm Mortgage Act approved May 12,
1933, directed RFC to make available to the Farm Loan Commissioner
the sum of $200 million, or so much thereof as may be necessary, for
loans to farmers secured by first or second mortgages on any farm
property. In January of 1934, the Federal Farm Mortgage Corpora-
tion was created and given the authority to continue this function.

(¢) Rural Electrification

The Rural Electrification Act of 1936 authorized the Administrator
of Rural Electrification to make loans for rural electrification and fqr
the furnishing of electric energy in rural areas. Section 8(a) of this
act directed the RFC to make loans to the Administrator upon the
security of the obligations of the original borrowers.

(d) Joint-Stock Land Banks

The Emergency Farm Mortgage Act of 1933 directed RFQ to make
available to the Farm Loan Commissioner the sum of $100 m1].hon- for
the purpose of making loans to the joint-stock land banks organized
and doing business under the Federal Farm Loan Act.

(¢) Commodity Credit Corporation
An act approved April 10, 196, directed the RFC to acquire $97
million of the capital stock of the Commodity Credit Corporation, the
prineipal function of which was to make agricultural loans.
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2. HOUSING

(o) Federal Home Loan Banks

On July 92,1932, section 2 of the original RFC Act was amended to
allocate $125 million to the Secretary of the Treasury out of the capital
of the Corporation and/or the proceeds of notes, debentures, bonds,
and other obligations issued by the Corporation, to enable the Secretary
to make payments upon stock of Federal home loan banks subscribed
for by him under the provisions of the Federal Home Loan Bank Act.

(b) Home Owners' Loan Corporation

The Home Owners’ Loan Act approved June 13, 1933, directed that
RFC allocate and make available to the Secretary of the Treasury
the sum of $200 million, or so much thereof as may be necessary, to
enable the Secretary to pay for the capital stock of the Home Owners’
Loan Corporation subscribed for by him.

(c) Federal Housing Administration

The N('ztz’onal Housing Act approved June 27, 198}, directed the
Corporation to make available to the National Housing Administra-
tor such funds as he deemed necessary to carry out the provisions of

title II (mutual mortgage insurance) and title III (national mortgage
associations) of that act.

3. RELIEF

Section I of the Emergency Relicf and Construction Act, approved
July 21, 1952, authorized the Corporation to make the sum of $300
million available to the States to be used in furnishing relief and work
relief to needy and distressed persons and in relieving the hardship
resulting from unemployment, but not more than 15 percent of such
sum to any one State.

An additional $500 million was authorized for relief by section II
of the F?dera..l Emergency Relief Act, approved May 12, 1933, upon
the certification of the Federal Emergency Relief Administrator
approving the request of a State for such funds. The amounts to be
allpcs!.ted for direct relief were increased by $1 billion by two appro-
priation acts of 1935 (Emergency Appropriation Act approved June

19, 1934, $500 million, and Emer. i iati
( gency Relief Appropriation Act ap-
proved April 18, 1935, $500 million). e ’

4. EXPORT-IMPORT BANK

An act approved September 26, 1940, add

. 8 , ed a new paragraph to
section 5d of the original RFC Act by which RFC was authorized to
make loans to, or subscribe for the preferred stock of, the Export-
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Import Bank to enable that bank to assist in the development of re-
sources of countries in the Western Hemisphere. By amendments to
section 9 of an act approved January 31, 1935, RFC was authorized
to continue to supply capital to the bank through loans or subscrip-
tion for preferred stock.

5. FOREIGN GOVERNMENTS

(a) General Authority

An act approved June 10, 1941, added a new subsection (4) to sec-
tion 5d of the RFC Act which authorized the Corporation to make
loans to any foreign government for the purpose of achieving the
maximum dollar exchange value in the United States. Such loans
could be made only on the request of the Federal Loan Administrator,
with the approval of the President. A loan to Great Britain was
made under this authority.

(b) Specific Authority

By an act of August 7, 1946, RFC was authorized to lend up to
$75 million to the Philippine Republic after consultation with the
National Advisory Council on International Monetary and Financial
Problems. A loan of $70 million subsequently was made under this
authority.

An act approved May 22, 1947, directed RFC to make advances up
to $100 million for aid to Greece and Turkey. By an act approved
May 31, 1947, RFC was directed to advance up to $75 million for war-
devastated areas. An act approved December 17, 1947, directed the
Corporation to make advances of $150 million for aid to European
countries. In the act approved April 3, 19/8, the RFC was directed
to advance $50 million for aid to China, $50 million for aid to Greece
and Turkey, and $1 billion for foreign economic aid. An act ap-
proved August 11, 1948, directed the Corporation to make available
$25 million for construction of the United Nations Headquarters
building. The act approved March 24, 1949, directed the Corpora-
tion to advance $8 million for the relief of Palestine refugees. By an
act approved April 19, 1949, the Corporation was directed to ad'vance
$1 billion to carry out the provisions of title I of the Economic Co-
operation Act of 1948. T'he act approved February 14, 1950, directed
the RFC to advance $20 million for Far Eastern relief. And the act
approved June &, 1950, directed the Corporation to advance an ad-
ditional $8 million for the relief of Palestine refugees. o

The foregoing measures were to be administered under the direction
of the President, and RFC was used only as a means of providing
immediate temporary financing. Funds for these advances were bor-
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rowed by RFC from the Treasury, without interest, and the sums
were made available to the Secretary of State and the Administrator
of ECA. The advances were repaid from funds specifically appro-
priated for such purposes.

The RFC was also authorized and directed to make similar ad-
vances under the Mutual Assistance Act of 1949 and the India Emer-
gency Food Aid Act of 1951, but no advances were required to be
made under these acts.

Part lll—Nonlending Functions

An act approved June 25, 1940, added to section 5d of the RFC
Act new paragraphs to cover aid to the Government in its national
defense program. Subsection (2) of this act authorized the Corpora-
tion to create or to organize a corporation or corporations for the
purpose of producing, acquiring, and carrying strategic and critical
materials, and for the construction of plants to be used in the manufac-
ture of equipment and supplies necessary to the national defense
program. Section 4(b)(3) of an act approved Jume 10, 1941,
broadened this authority to include, among other things, the authority
to take such other action as might be deemed necessary to expedite
the national defense program.

There were eight subsidiary corporations organized by RFC under
the aforementioned authority and through these the Corporation’s
wartime programs were conducted.

FOllOWil.lg the close of World War II, three of the production pro-
grams which had been undertaken by RFC’s wartime subsidiaries
were co.ntinued on an active basis. These were: the program for
production and sale of synthetic rubber undertaken by the Rubber
Reserve Corporation; the program for production and sale of tin
undertaken by Metals Reserve Corporation; and the program for the

productiqn and sale of abaca fiber undertaken by Defense Supplies
Corporation.

Synthetic Rubber

The act 0 f M arch: 29, 1947, continued the powers, functions, duties,
and suthority relating to the manufacture and sale of synthetic rub-
ber until March 81, 1948, or until permanent legislation was adopted.

The Bubber Act of 19)8, approved March 81, 1948, and the acts
approved June 24, 1950, and June 23, 1952, further extended the
authority to manufacture and sell synthetic rubber.

The Rubbe_r Producing Facilities Disposal Act, approved August
7, 1953, prowdefl for !:he disposal of the Government’s synthetic rub-
ber plants to private industry. Section 107 of the RFC Liquidation
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Act directed that all authority of the RFC under the Rubber Act of
1948 be transferred from RFC not later than June 30, 1954, By
Executive Order 10539, effective June 30, 1954, the synthetic rubber
program was transferred from RFC to Federal Facilities
Corporation.
Tin

An act approved July 25, 1946, authorized RFC to continue opera-
tion of the Government-owned tin smelter and the program for
purchase and sale of tin ores and refined tin until June 30, 1947.
Subsequent legislation relating to the operation and continuation of
the tin program was contained in the acts approved June 28, 1947,
June 29, 1948, June 30, 1949, and August 21, 1950. Section 107 of
the RFC Liquidation Act, approved July 30, 1953, directed that all
functions of RFC relating to the tin program be transferred from
RFC. In Executive Order 10539, the President transferred the tin
program to Federal Facilities Corporation. The act approved June
22, 1956, provided for operation of the tin smelter until January 31,
1957, and also directed Federal Facilities Corporation to take steps
to sell or lease the tin-producing facilities. After negotiations, the
smelter was sold on January 3, 1957.

Abaca

The agreements which had been entered into with the contractor
operating the abaca plantations established by Defense Supplies Cor-
poration in Central America were extended until December 1948.
Abaca continued to be designated as a strategic material, and opera-
tion of the plantations was continued under the general authority
contained in section 12 of the act approved June 30, 1947. ke
Abaca Production Act of 1950, approved August 10, 1950, provided
for continuation of the program until March 31, 1960, unless earlier
termination was directed by the President or the Congress. In the
RFC Liquidation Act, it was provided that the abaca program be
transferred from RFC. General Services Administration was named
by the President to receive the abaca program in Executive Order
10539, effective June 30, 1954,

Smaller War Plants Corporation

Smaller War Plants Corporation (an independent agency) was
created by an act approved June 11, 1942. The purpose of the act
was to mobilize the productive capacity of all small business concerns
to augment war production. To accomplish that purpese, SWPC
was authorized to make loans to small business, to purchase land and
equipment and lease it to small business, and to enter into contracts
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with the Government for the furnishing of materials and to sublet
such contracts to small business. By Executive order dated Decem-
ber 27, 1945, the assets and liabilities of SWPC were transferred to
RFC for liquidation.

Electric Home and Farm Authority

The Electric Home and Farm Authority was created under the
provisions of an act approved June 16, 1933. The purpose of the
Authority was to finance installment sales of electrical and gas equip-
ment and appliances to families of moderate incomes. Under Reor-
ganization Plan No. 1 of 1939, EHFA was grouped in the Federal

Loan Agency. Executive Order 9256 of October 13, 1942, transferred
the assets of EHFA to RFC for liquidation.

Contract Renegotiation

Under the Renegotiation Act of 1942, as amended, RFC was given
the responsibility for organizing a Price Adjustment Board to rene-
gotiate contracts in those cases where RFC business was predominant.
In July of 1943, the RFC Price Adjustment Board was created to

renegotiate such contracts as were assigned by the War Contracts
Price Adjustment Board.

Purchase of Surplus Property for Small Business

Section 18(e) of the Surplus Property Act of 1944 authorized the
Smaller War Plants Corporation to purchase surplus property for
resale to small business. Such purchases were given top priority as
tmsfers from one Government agency to another. When the func-
tions of SWPC were assumed by RFC in December of 1945, RFC

took over this function of purchasing surplus property for resale to
small business.

Marketing Agreements for New-Type Building Material and Prefabricated
Houses

Secti.on 12(a) of the Veterans’ Emergency Housing Act of 1946
authorized the Corporation to underwrite or guarantee a market for
new-type buﬂt!mg materials and prefabricated houses to the extent
that the Housing Expediter found it necessary in order to assure 2
sufficient supply for the veterans’ emergency housing program.

Part IV—RFC Financing
1. Capital Stock

Section 2 of the original RFC Act established the capital stock

of the Corporation at $500 million. Subscription for this stock was
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made and paid for by the Secretary of the Treasury on behalf of
the United States.

In accordance with amendments to the RFC Act approved June
25, 1940, the Corporation retired $175 million of the original capital
stock, and retired an additional $225 million under the provisions
of an amendment to the RFC Act approved May 25, 1948. Au-
thority for the remaining $100 million of capital stock was outstand-
ing until the Corporation was abolished on June 30, 1957.

2. Borrowings

Section 9 of the original RFC Act provided that the Corporation
was “authorized and empowered with the approval of the Secretary
of the Treasury to issue and have outstanding at any one time in
an amount aggregating not more than three times its subscribed
capital, its notes, debentures, bonds, or other such obligations.” Ac-
cordingly, the initial borrowing authority of RFC for “general pur-
poses” was established at $1.5 billion. This initial borrowing au-
thority was greatly increased by subsequent legislation. By June 5,
1942, the Corporation had been empowered to issue its obligations up
to $14,089,528,165 under its gemeral borrowing authority. This
amount remained unchanged until June 80, 1947, at which time the
Corporation’s activities were substantially curtailed. A summary
of the changes in the Corporation’s general borrowing authority
from its inception in 1932 to. June 30, 1947, is shown below :

Borrowing authority
Enactment and increases

Initial authorization_ _ _ .o e ceee $1, 500, 000, 000

Act approved July 21, 1932 . - oo me e naaan 1, 800, 000, 000

Act approved Jan. 20, 1934 __ .o 850, 000, 000

Act approved Sept. 26, 1940_ oo m oo 1, 500, 000, 000

Act approved June 10, 1941 ___ .o 1, 500, 000, 000

Act approved Oct. 23, 1941 oo 1, 500, 000, 000

Act approved Mar. 27,1942 _ - 2, 500, 000, 000

Act approved June 5, 1942__ . o e 6, 000, 000, 000

Total o mee e eeceirmcammeca——————— 16, 150, 000, 000
Decreases:

By act approved June 16, 1933. -« e e e 400, 000, 000

By note cancellations, act of Feb. 24, 1938_ ... _._ 1, 660, 471, 835

2, 060, 471, 835

Note issue power, June 30, 1947___ . oo 14, 089, 528, 166

Borrowings for Specific Purposes
In addition to borrowing authority for general purposes, the Con-
gress called upon the Corporation from time to time to carry out other
21
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functions for which it authorized additional borrowing authority to be
used only to provide funds for those specific purposes. For the most
part, these consisted of specific allocations, loans, advances to, and
purchases of securities of other U.S. Government agencies. Some of
these authorizations were in specific amounts and others were not lim-
ited, except for whatever amounts were sufficient to carry out the pro-
visions of the various acts authorizing the specific functions. At June
30, 1947, a total of $4,977,500,000 had been authorized for specific pur-
poses in which the note issuing authority was limited. There were
also three specific programs for which RFC was authorized to borrow
any necessary amounts. RFC had disbursed on these three programs
$1,271,721,693 through June 30,1947. On that date, the unpaid princi-
pal amount was $170,213,974.

Changes in Borrowing Authority Effective July 1, 1947

On June 30, 1947, legislation was enacted (Public Law 132, 80th
Cong.) which repealed all previous provisions related to RF(C’s bor-
rowings and substituted a single provision authorizing the Corpora-
tion to borrow from the Treasury funds in an amount sufficient to en-
able the Corporation to carry out the provisions of the RFC Act, as
amended, and to perform such other functions as might be assigned to
it under any other provision of law. This provision, together with
other sections of this act which terminated most of the Corporation’s
Wartin{e functions, substantially reduced the Corporation’s borrowing
authority by placing & limitation of $2 billion on the total outstanding
amount of investments, loans, purchases, and commitments made after
June 30, 1947. Amendatory legislation increased this limitation to
$2.5 billion on July 19, 1949; to $3.5 billion on October 25, 1949; and,
ﬁna.n.lly, to $3.75 billion on April 20,1950. These increases in the limi-
tation were granted by the Congress principally as a result of the in-
creased mortgage activity of Federal National Mortgage Association,
an RFC subsidiary.

Wl.thin th.e general authority of $3.75 billion, the Congress imposed
:?;:1:1; :rp;eclﬁc limitations. The purpose and amounts of such limita-

For construction by public agencies

For catastrophes $294?), g?)g, ggg
For capital of insurance companies 15’ 000, 000
For civil defense loans 250' 000’ 000

In afldltlon to the general lending authority, the Corporation was
authon'zed 'by the Housing Act of 1948 to make loans to, or purchase
t}_m. obligations of, any business enterprise, under such te’rms and con-
d}tl'ons as the Coerration might determine, for the purpose of pro-
viding financial assistance for the production of prefabricated houses
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or prefabricated housing components, or for large-scale modernized
site construction, the aggregate amount of which could not exceed
$50 million at any one time.

Other borrowings for specific purposes were made from time to
time after June 30, 1947, to carry out directives of Congress. The
Corporation made advances to other U.S. Government agencies, prin-
cipally to the Secretary of State and the Economic Cooperation Ad-
ministration, for the purpose of providing temporary financing for
foreign aid programs. Subsequent to June 30, 1947, a total of $2.176
billion was borrowed by RFC from the Treasury on interest-free notes
for these purposes. The advances were repaid out of subsequent ap-
propriations for the programs.

Transfers of Authorities Effective September 7, 1950

Under the provisions of Reorganization Plan No. 22 of 1950, which
transferred the Federal National Mortgage Association from RFC
to Housing and Home Finance Agency, the Corporation’s lending
authority was reduced by $2.75 billion effective September 7, 1950.
This amount of RFC’s authority was transferred to Housing
and Home Finance Agency with the Federal National Mortgage
Association.

Reorganization Plan No. 23 of 1950 further reduced RF'C’s lending
authority, effective September 7, 1950, by transferring to Housing and
Home Finance Agency (1) all loans and commitments authorized
under the Housing Act of 1948, together with the available balance
of the $50 million limitation; and (2) loans and commitments of
approximately $7 million related to prefabricated housing loans made
under the RFC Act.

After giving effect to the two reorganization plans, the Corpora-
tion’s lending authority was reduced to approximately $993 million
outstanding at any one time of investments, loans, purchases, and
commitments made subsequent to June 30, 1947. This limitation of
$993 million remained unchanged throughout the remaining years of
RFC’s existence as a lending institution.
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Management and Organization

During most of the 25 years of its existence, the Reconstruction I""i-
nance Corporation was managed by a Board of Directors. Begin-
ning in 1951, management responsibilities rested in an Administrator,
and, finally, in the Secretary of the Treasury.

Board of Directors

From inception to May 4, 1951, the affairs of RFC were managed
by a Board of Directors. At the beginning, the Board was made up
of the Secretary of the Treasury, the Governor of the Federal Re-
serve Board, and the Farm Loan Commissioner, as ex officio mem-
bers, plus four others appointed by the President, by and with the
advice and consent of the Senate.

The directorate so constituted continued until August 1, 1932. At
that time, the Governor of the Federal Reserve Board and the Farm
Loan Commissioner were eliminated by law as ex officio members,
and the number of Presidential appointees was increased by two.

The seven-member Board, with the Secretary of the Treasury re-
maining as an ex officio member, continued until February 24, 1938.
Provision was made at that time for a five-member Board of Directors,
all of whom were to be appointed by the President, by and with the ad-
vice and consent of the Senate.

Membership on RF(C’s Board of Directors was subject to specific
qualifications provided by law. Throughout, it was required that not
more than a simple majority of the members could belong to any one
political party, and not more than one could be appointed from any
Federal Reserve district. Other qualifications, which were modified
from time to time, related to terms of office, filling of vacancies, sal-
aries, time devoted to the business of the Corporation, and the prohi-
bition against participation in the deliberations upon or the determi-
nation of questions affecting a director’s personal interests.

The RFC Act originally provided that each director devote such
of his time as was not otherwise required by the business of the
United States principally to the business of the Corporation. This
requirement remained in effect until June 30,1947. Thereafter, until
May 25, 1948, the law provided that each director devote his time
principally to the business of the Corporation. After May 25, 1948,
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

membership on RFC’s Board of Directors was required to be a full-
time position. '

Originally, the terms of Presidential appointees to the Board ran
for 2 years from January 22, 1982, or until their successors were
appointed and qualified. Persons appointed to fill vacancies held
office for the unexpired portion of the term of the director whose
place was being filled. These stipulations continued until May 25,
1948, when staggered terms of office were instituted.

In order to bring about staggered terms, the tenures of the in-
cumbent directors were extended to July 1, 1950. As of that date,
two directors were appointed for terms of 1 year, two for 2 years,
and one for 8 years. Thereafter, terms of office were to be for 3 years
or until successors were appointed and qualified. In the event of a
vacancy other than by expiration of term, the person appointed to
fill such vacancy held office for the unexpired portion of the term of
the director whose place he was selected to fill.

Prior to May 25, 1948, the Chairman of RFC’s Board of Directors
was designated by the Board itself, with the concurrence of the Pres-
ident. Subsequent to that date, the President designated one of the
directors to serve as Chairman for a period coextensive with his term.

For the period from 1932 to June, 1947, the salaries of appointive
members of the Board of Directors were fixed at $10,000 per annum
each. Beginning in July 1947, the annual salaries of the directors
were increased to $12,500, with the Chairman receiving $15,000.

Under the provisions of Reorganization Plan No. 8 of 1947, the
Chairman of RF(C’s Board of Directors served as a member of the
National Housing Council. This provision remained in effect until
September 1,1951. Also, by the act approved June 30, 1949, the Chair-
man served as a member of the Board of Directors of the Virgin
Islands Corporation.

From January 1932 to May 1951, 37 persons actually served or
were authorized to serve as members of RF(’s directorate. Ten of
these served as members exofficio, and 27 were appointed by the
President. Presidential appointments to the Board of Directors were
divided almost equally between the two major political parties—15
were classed as Democrats and 12 as Republicans. They represented
21 States and the District of Columbia.

The roster of RFC Board members will be found in appendix B.
Administrators

Reorganization Plan No. 1 of 1951 abolished the Board of Directors
and established the offices of Administrator and Deputy Adminis-
trator. The Administrator and Deputy Administrator were subject
to appointment by the President, by and with the advice and consent
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of the Senate. All functions of the Board of Directors, including
those of the members and chairman and those with respect to man-
agement were transferred to the Administrator, effective May 4, 1951.
The Deputy Administrator was authorized to perform such duties as
might be designated from time to time by the Administrator. He
acted as Administrator and performed the duties thereof during the
latter’s absence or disability, or in the event of a vacancy in that office.
Those who served as Administrator and Deputy Administrator of the
Corporation are listed in appendix B.

‘While holding office, the Administrator and Deputy Administrator
were prohibited from engaging in any business, vocation, or employ-
ment other than that involved in the holding of such office. The
Administrator and the Deputy Administrator, moreover, were Chair-
man and Vice Chairman, respectively, of the Loan Policy Board
established by the reorganization plan, which included, in addition,
the Secretary of the Treasury, the Secretary of Commerce, and one
other member designated from time to time by the President from
among the officers of the United States required to be appointed by
and with the advice and consent of the Senate. The Secretary of the
Treasury, the Secretary of Commerce, and the designee of the Pres-
ident each were authorized to designate an officer of his department
or agency to act in his stead as a member of the Loan Policy Board.

The Loan Policy Board was empowered “* * * to establish gen-
eral policies (particularly with reference to the public interest involved
in the granting and denial of applications for financial assistance
by the Corporation and with reference to the coordination of the
functions of the Corporation with other activities and policies of
the Government) which shall govern the granting and denial of appli-
cations for financial assistance by the Corporation.” It met on a
number of occasions and approved documents establishing the prin-
ciples and policies to be followed in the conduct of the Corporation’s
lending operations, including participation in loans.

Secretary of the Treasury

Section 10 of the Reconstruction Finance Corporation Act, as
amended, provided that if at the close of June 30, 1954, the liquidation
of the assets and winding up of the affairs of the Corporation were
not completed, the completion thereof “* * * shall be transferred
to the Secretary of the Treasury * * *,” who was authorized to assign
to any officer or officers of the United States in the Treasury Depart-
ment his powers and duties in this respect.

The liquidation and windup of RFC had not been completed by
June 30, 1954, so the responsibility for further liquidation passed
to the Secretary of the Treasury. Final liquidation of the Corpora-
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tion’s affairs was conducted under the immediate direction of an
Assistant Secretary of the Treasury.

Organization

The activities of RFC were conducted through its principal office
in Washington, D.C., and through 81 loan agency offices located in
certain of the principal cities of the United States (listed below).
All policies were determined in the Washington office and, in the begin-
ning, virtually all loans applied for through the loan agencies required
approval by the Washington office before being consummated. The
lending operations in the Washington office were conducted through
separate and distinct organizational units, according to the types of
lending activities involved. Operating units such as the Examining
Division, Railroad Division, Self-Liqudating Division, and others
were established to perform the various functions, which included
examination of applications for loans, and administration of the loan
portfolio maintained in the Washington office. Members of the staffs
of these Divisions dealt directly with the Board of Directors in pre-
senting their recommendations for disposition of loan applications
and other matters requiring the Board’s consideration.

On October 1, 1947, there was established in the Washington office
(_)f RFC an Office of Loans, an integrated unit under one management,
into which all operating units dealing with lending activities were
merged. This oflice, staffed by a loan manager and assistants, was
comprised of the Review Committee, the Practices and Procedures
Committee, the Marketing and Liquidation Committee, the Engineer-
ing and Appraisal Service, the Loan Operations Division, and the
El?ld Operations Division. Under this reorganization, the responsi-
bility f?r the administration of all loan operations of the RFC was
placed in the Office of Loans under delegation of authority by the
Board of Directors.

The 31 loan agencies (regional offices) were established throughout
the United States in order that the Corporation’s facilities would be
more conveniently available to applicants for financial assistance
and to others who might have dealings with the Corporation. With
the. exception of a few types of loans, it was required that all appli-
cations for loans originate in the loan agency serving the district in
which the applicant was located.

Each loan agency was staffed with the necessary personnel and
headed by a loan agency manager appointed by the Board of Directors
or, afb.er May 4, 1951, by the Administrator of RFC.

During .the early years of the Corporation, the authority of the
loan agencies to make loans and carry out other related functions was
restricted by the requirement of prior approval by the Washington
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office. However, as the loan agencies became seasoned in lending
activities, their delegation of authority was expanded.

Generally, the loan agency managers had authority, under certain
conditions, to approve direct business loans up to $100,000, and loans in
which RFC participated with banks up to $350,000. If an application
was for an amotint greater than the agency manager was authorized to
approve, or if an application, regardless of amount, was recommended
for decline, it was referred to the Washington office, together with all
recommendations, for review and further consideration. Other func-
tions of the loan agencies included the servicing and administration of
loans made in their respective districts and, after January 1948, each
agency performed its own fiscal functions. Prior to that time the ac-
counting for the agencies was maintained in the Washington office with
the Federal Reserve banks acting as fiscal agents.

The administrative details in connection with the Corporation’s
responsibilities relating to the national defense programs were handled
in part at the Washington office and in part through the loan agencies.
In the Washington office these new responsibilities were administered
primarily through the wartime subsidiary corporations. However, in
the loan agencies the managers were required to accept many new
responsibilities, such as supervising the performance of others under
contracts for the acquisition, transportation, warehousing, and dis-
posal of commodities; the collection of war-plant rentals; the auditing
and settlement of subsidy claims; and the supervision of the activities
of residential housing projects operated in conjunction with certain of
the Corporation’s war plants.

The 31 RFC loan agencies were located in the following cities:

Atlanta, Ga. Jacksonville, Fla. Philadelphia, Pa.
Birmingham, Ala, Kansas City, Mo. Portland, Oreg.
Boston, Mass. Little Rock, Ark, Richmond, Va.
Charlotte, N.C. Los Angeles, Calif. St. Louis, Mo.
Chicago, 1Nl Louisville, Ky. Salt Lake City, Utah
Cleveland, Ohio Minneapolis, Minn. San Antonio, Tex.
Columbia, 8.C. Nashville, Tenn. San Francisco, Calif.
Dallas, Tex. New Orleans, La. Seattle, Wash.
Denver, Colo. New York, N.Y. Spokane, Wash,
Detroit, Mich. Oklahoma City, Okla.
Houston, Tex. Omaha, Nebr.
The Corporation also at times had branch offices located in the fol-

lowing cities:

Anchorage, Alaska Phoenix, Ariz.

El Paso, Tex. Pittsburgh, Pa.

Helena, Mont. San Juan, P.R.

Memphis, Tenn.
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Subsidiaries of Reconstruction Finance Corporation

The Corporation had two subsidiary corporations and one other
affiliate (Disaster Loan Corporation) engaged in lending activities,
and eight subsidiary corporations engaged in World War IT activities.

The two subsidiaries engaged in lending (the RFC Mortgage Com-
pany and the Federal National Mortgage Association) were created
and their capital stock was acquired under the authority conferred
upon RFC by section 5(c) of the RFC Act in order to assist in the
restablishment of a normal mortgage market.

The RFC Mortgage Company was organized under the laws of the
State of Maryland on March 14, 1935. The Federal National Mort-
gage Association was chartered by the Federal Housing Administrator
on February 10, 1938. Its organization by RFC was directed by the
President of the United States.

Specific authority to create or organize corporations was granted to
RFC by the provisions of an act approved June 25, 1940, in order to
aid the Government in its national defense program. The following
seven wartime subsidiaries were created by RFC pursuant to this

authority:
Defense Plant Corporation ‘War Damage Corporation
Defense Supplies Corporation Petroleum Reserve Corporation
Metals Reserve Company U.S. Commercial Company

Rubber Reserve Company

The Corporation also acquired the capital stock of Rubber Devel-
opment Corporation (formerly Pacific Development Co., Inc.), 8
corporation of the State of Delaware. This capital stock was pur-
chased by RFC from Defense Supplies Corporation, an RFC war sub-
sidiary which had advanced funds to finance the Pacific Development
Co., Inc., and had acquired the capital stock when that enterprise
became inactive.

;[mmediately after June 30, 1945, the war subsidiaries which were
being administered by RFC, with the exception of War Damage
Corporation, were dissolved by law and their assets, liabilities, and
functions were merged with those of the RFC. Disaster Loan Corpo-
ration, an affiliated lending enterprise, the stock of which was wholly
owned by the Treasury of the United States, and the operations of
which had been under RFC administration, also was dissolved and
merged with RFC by the same enactment. Liquidation of War
Damage Corporation was completed by June 30, 1949. The RFC
Mortgage qon}pany was dissolved, effective June 30, 1947, and its
assets and liabilities were merged with those of RFC for liquidation.
The Federal National Mortgage Association was transferred to the
Housing and Home Finance Agency effective September 7, 1950,
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under the provisions of Reorganization Plan No. 22 of 1950. Petro-
leum Reserve Corporation became War Assets Corporation on Novem-
ber 15, 1945. Rubber Development Corporation’s charter expired
-on June 30, 1947, and the powers vested in U.S. Commercial Company
expired on June 30, 1948. The three subsidiaries last named had
been under the management supervision of the Foreign Economic
Administration prior to September 27, 1945,

Relationship of Federal Loan Agency to RFC

During the period July 1, 1989, to June 30, 1947, RFC was a com-
ponent of the Federal Loan Agency, which was organized by act of
Congress to coordinate the functions and activities of various Govern-
ment lending agencies. This Agency was headed by an Administrator
until July 22, 1945, and from that date the duties of the Administrator
were discharged by the Chairman of the Board of Directors of RFC.
Because the Agency had been reduced to a mere administrative
superstructure over the Board of Directors of RFC, it was abolished
by Congress on June 30, 1947.

Employment

The number of employees on RFC’s payroll varied widely through-
out the years, generally in accord with expansion and contraction in
the volume of the Corporation’s activities. The chart below shows the
number of RFC employees on June 30 of the years from 1935 to 1956.

RFC EMPLOYMENT (As of June 30,1935-1956)

EMPLOYEES
Thousands

10»

5»

0> Jg35 1940 1945 1950 1956
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The steady increase in employment which began in 1940 and con-
tinued until 1946 was occasioned by the Corporation’s national de-
fense and wartime programs. For the most part, employees assigned
duties in connection with RF(C’s wartime subsidiaries were carried
on RFC’s payroll and were considered to be employees of the parent
corporation.

Not reflected on the chart above is the rapid rise in RFC employment
which occurred temporarily in 1945 and 1946 when War Assets
Corporation (then an RFC subsidiary) undertook the disposal of
the Government’s World War II surplus property. The peak of
employment was reached in February 1946, when for a short period
there were more than 35,000 RFC employees immediately prior to
the transfer of the surplus property disposal functions and employees
from RFC to the War Assets Administration.
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The Financing of RFC

The operations of the Reconstruction Finance Corporation were
financed by funds provided from subscriptions to its capital stock,
from borrowed funds, from the Corporation’s net earnings, and from
funds held by RFC for terminated or affiliated programs.

Capital Stock

The original RFC Act provided that the Corporation should have
capital stock of $500 million subscribed by the United States of
America, and that amount was authorized to be appropriated for the
purpose of making payments on the subscription. In a resolution
approved January 27, 1932, $500 million was appropriated, and the
subscription made and paid for by the Secretary of the Treasury on
behalf of the United States.

On April 25, 1941, the Corporation retired $175 million of its capital
stock in accord with the amendments to the RFC Act approved June
25, 1940. Omn July 28, 1948, the Corporation retired an additional
$225 million of its capital stock pursuant to Public Law 548, 80th
Congress. There were no further statutory changes in the amount
of the Corporation’s capital stock. However, from funds realized
during the course of liquidation the Corporation retired an additional
$65 million of capital stock during June 1957.

Borrowings

Borrowed funds constituted the principal means by which RFC’s
operations were financed. Under section 9 of the original RFC Act,
the Corporation was “authorized and empowered, with the approval
of the Secretary of the Treasury, to have outstanding at any one time
in an amount aggregating not more than three times its subscribed
capital, its notes, debentures, bonds, or other such obligations.” This
initial borrowing authority of $1.5 billion was greatly increased
through subsequent legislation for both general and specific purposes.

Under the various authorities, the Corporation borrowed a total of

$54,419,485,044, as follows:

Notes 1ssued to the Secretary of the Treasury..oceeeeeee——ae $61, 348, 850, 497

Notes issued to the public 3, 072, 634, 54T
Total 54, 419, 485, 044
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The timing of RFC’s borrowings is shown in the following table:

Summary of Notes Issued by RFC to the Secretary of the Treasury and to the Public

Year and quarter Amount issued Retired or Canceled or Outstanding
refunded transferred end of perlod
1932
2 - $350, 000, 000 - $350, 000, 000
R 250, 000, 000 |- eocceocoscefoccac e aeenn 600, 00D, 000
4th 885, 000, 000 $675, 000,000 |- e anomccaceuna- 810, 000, 000
1933
18t 1, 220, 000, 000
2d 1, 585, 000, 000
:?h 1, 720, 000, 000
), 025, 854
1934
st 3,166, 816, 312
3, 489, 814, 667
3d 3,320, 964, 667
ith 3, 834, 336, 667
1935
;:lt 131, 195, 500 149,093, 000 3,806, 439, 167
« 115, 332, 500 17, 000, 000 3, 004, 771, 667
L 3,908, 852, 500 3, 741, 050, 000 4,072, 574,167
4 529, 507, 167 254,621, 667 4,347, 459, 667
1936
;fit 270, 125, 000 191,000,000 |-cceoeemcacceana- 4, 426, 584, 667
u 51,045,000 106,000,000 |-—cmeemamneamoan 4, 281, 629, 667
Frre 3,905, 120, 000 4, 265, 00, 000 4,011, 749, 667
25, 000, 000 100,025,000 oo oo oo oent 3,036, 724, 667
1937
Ist 70, 360, 000 120, 900, 000 3,886, 184, 667
u 15,050, 000 41, 000, 000 3, 860, 234, 667
3 150, 368, 000 229,478, 000 3,781,122, 667
121, 150, 000 3, 902, 272, 667
. 1938
st_ 41,473, K00 5,000,000 | $2,688, 151,334 1,250, 504, 833
u 1,067, 854, 666 1,152, 728, 166 3,156, 500 1, 162, 564,833
3 1,045, 249, 319 1,077, 580, 318 4,707,051 1,125,517,
1,113,284, 431 971,838,098 3, 189,062 1, 263, 775,
st 1939
. 328, 390, 000 389, 180, 000 4,240, 176 1,198, 744, 878
, , 5,155, 750 , 680,
4th 352, 268, 000 302, 857, 877 3,135, 554 1, 106, 955, 446
1940
;l;]t ----------------------------- 5,100, 000 15, 886, 046 1,008, 167,000
b, 13,002,396 |-coocoaann e 5, 802, 396 1, 103, 357, 000
prin 29, 200, 000 35, 966, 500 , 500 1,096, 567, 000
25,200,000 [oncmncccmcmcmeanas 2, 195, 750 1,119, 561,
st 1941
- 297,941,000 60,000, 000 1 408,442
2 393 , 000, ,093, 808 1, 356, 408,
724, 492,000 314, 440, 692 5,004, 500 1,761, 363,
iy 618, 463,000 277,357, 250 1,019, 000 2,101, 452, 000
918, 000, 000 409, 839, 000 3, 230, 000 2, 606, 383,
1942
Ist
24 726, 000, 000 310, 00, 000 1,088, 000 3,021, 205,000
h , 00, 500 192, 424,
4 1,333, 000, 000 674, 505, 000 "33",500 tsw. )
1943
Ist
- 1, 554, 000, 000 740,
o9 , , 000, 25, 1
by 1,090, 000, 000 670 oo, oon ®, %8& o 5’;8“, 132,124
i 1,830, 000, 000 814, 397,000 792000 | 7,067,043,124
, 419, 000, 000 765,000, 000 815,000 |  7,721,128,1%4
1944
1st.
23 950,000, 000 430, 9, 725, 124
1,380, 000, 000 1,030,033%% 375:% &:32, 487,124
u 772, 000, 000 220, 000, 000 540,000 9,083, 847, 124
212, 000, 000 90,000, 000 |- veooooemren 9, 205, 047,124
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Summary of Notes Issued by RFC to the Secretary of the Treasury and to the Public—Con.

Year and quarter Amount fssued Retlired or Canceled or Outstanding
refunded transferred end of perlod
1945
1st $9,381,047,124 | $9, 505, 947,124 $9, 081, 947, 124
2d 223, 000, 000 285,000, 9,019, 847, 124
3d 310, 000, 000 75, 000, 000 $375, 000 9, 254, 572, 124
4th 86, 000, 000 215, 000, 000 16, 697 , 125, 555,
1946
1st 44, 000, 000 240, 000, 000 8,929, 855,427
2 341, 000, 000 65, 000, 000 200,000 9, 205, 355, 427
3d 109, 000, 000 185, 000, 000 26, 333 9,129, 320, 084
4th 52,000,000 5, 000, 000 8, 976, 329, 094
1st 1o 96, 000, 000 170, 000, 000 188, 244 8,902, 140, 850
s : ¢d 'y " i
24 1, 254, 000, 000 190, 000, 000 9,984, 140, 850
ad 45, 000, 000 183, 000, 000 683, 624, 482 0,144, 516, 368
4th 68, 000, 000 61,000, 000 - 9, 151, 516, 368
1948
1st. 89, 000, 000 71,000, 000 9, 169, 516, 368
2d 1, 314, 790, 449 1,119, 000, 000 9, 365,306,817 |-cceorocamemznnmas
8d 181,000, 000 1,000, 000 , 537, 132,462,335
4th 514, 000, 000 000,000 2,742,865 831, 719, 470
1949
1st. 158, 000, 000 2, 929, 990 789, 480
2d 1, 112, 000, 000 39,037, 609 639, 112 1,856, 212, 759
3d 209, 000, 000 36, 000, 91, 006 2,029, 120, 763
4th 219, 000, 000 1,026, 000, 000 1,222,071, 841
1950
1st 199, 000, 000 7,360 1, 412,064, 481
24 122, 209, 551 77,073,915 53,867 1, 458, 246, 250
3d 79, 000, 000 189, 000, 000 1, 147, 948, 450 368, 206, 800
4th 108, 058, 527 160, 143, 420 1, 316, 210, 865
1951
1st 34, 000, 000 72,946,133 4,616 277, 260, 116
2 49, 000, 000 52, 209, 851 274, 050, 565
3d 24, 000, 000 78, 008, 334 219,055, 181
4th 95,118, 034 68,000, 000 248, 173, 216
1952
1st 20, 000, 000 77,000, 000 101, 173, 215
2d 35,000, 000 29,000,000 |oeeooeonmaan. 107,178,215
3d 46, 000, 000 60, 000, 000 5 183,173, 215
4th 9, 000, 000 9,000,000 |oeeer oo ncnenann 183,173, 215
1953
1st. 8,000, 000 6,000, 183,173, 215
2d.... 2,000, 000 26,173,215 156, 000,
ad 129, 000, 000
4th 1,813,070 oo 157, 186,029
1954
13t 8, 500, 000 23, 686, 029 142,000, 000
2d 154, 000, 000 42,000,000 |- oroeeenomnooanoan 000,
3d 6, 681, 667 PUCAITH < A
Tota).ancrimmmcccsnnan 54,410,485,044 |  40,275,555,254 |  14,143,929,790 {orceuromocacrencan

Borrowings From the Treasury
The first RFC borrowings were on notes issued to the Secretary of the

Treasury on April 27,1932. These notes matured in 6 months and bore
314 percent interest. Maturities and interest rates on notes issued to
the Secretary of the Treasury prior to June 30, 1947, were not subject
to statutory limitations, but were set by agreement between RFC and
Treasury. The maturities of the notes issued through June 30, 1947,
ranged from demand to 314 years. Interest rates varied widely,
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ranging from 14 to 814 percent. The average rates paid by RFC on
borrowings from the Treasury from 1932 through 1939 were as follows:

Percent
1932 8.500
1933 3.086
1934 2.414
1985. 2.362
1936. 2.305
1937 2.250
1938 1.474
1939 1.072

From 1939 to June 30, 1947, all notes issued by RFC to the Secretary
of the Treasury carried an interest rate of 1 percent, with two excep-
tions. The first exception was a note for $124,741,000, with interest at
one-quarter percent, issued by RFC on February 2, 1941, in payment
for the capital stock of the Federal home loan banks previously held
by the Secretary of the Treasury; on April 17, 1941, this note was
retired from the proceeds of an issue sold to the public. The other
exception was a series of notes amounting to $175 million issued in May
and June 1947, for advances to the Secretary of State for European aid
pursuant to acts of Congress approved May 22 and 31, 1947. These
notes were noninterest bearing and were repaid on August 6, 1947,
from funds appropriated by the Congress for that purpose.

Amendments to the RFC Act in 1947 provided that on borrowings
from the Treasury subsequent to June 30, 1947, the RFC pay interest
“at a rate determined by the Secretary of the Treasury, taking into con-
sideration the current average rate on outstanding marketable obliga-
tions of the United States.” The interest-bearing notes issued by RFC
after June 30, 1947, totaled $2,367,176,561, and carried the following

interest rates:
Amount of notes fssued
1% percent, $2, 187, 176, 561
2 percent 173, 000, 000
214 percent 7. 000, 000

2, 367, 176, 561

In addition to the interest-bearing notes, RFC also borrowed $2,176
million without interest during the period from April 1948 through
June 1950. These funds were borrowed to provide advances to the
Sec.retary of. State and the Economic Cooperation Administration for
varlous foreign aid programs. All funds borrowed by RFC for such
advances were repaid prior to December 1950 from funds appropriated
by the Congress for such purposes.

The amounts borrowed by RFC from the Secretary of the Treasury
and amounts retired and outstanding are shown in the following table:
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FINANCING OF RFC

Notes Issued by RFC to the Secretary of the Treasury

Year and quarter Amount Issued Retired or Canceled or Outstanding
refunded transferred end of perlod
1932
2d $350, 000, 000 $350, 000, 000
ad 250, 000, 000 600, 000,
4th 885, 000, 000 $675, 000, 000 810, 000, 000
1933
1st. 410, 000, 000 1, 220, 000, 000
2d 1,700, 000, 000 1,335,000, 000 1, 585, 000, 000
3d 135, 000, 000 1, 720, 000, 000
4th 2,855,000,000 | 3,225, 000, 000 |-ueoemocemmaems 2, 350,000, 000
1934
Ist £90, 000, 000 2,040, 000, 000
2d 315, 000, 000 3, 255, 000,000
3d 75, 000, 000 255, 000, 000 3,075, 000, 000
dth , 000, 70, 000, 000 3, 585, 000, 000
1935
1st , 000, 000 85,000,000 |oceencmconeeeanos] 8, 555,000, 000
3 3,000,000 | 3 74,000,000 3, 82,600,000
4th ” 380, 000, 000, 4,05, 000, 000
1936
15t 270, 000, 000 4,175, 000, 000
2d 35, 000, 000 4,030, 000, 000
3d 3,995, 000, 000 3,760, 000, 000
4th 25,000, 000 3, 685, 000, 000
1837
18t 70, 000, 000 3, 635, 000, 000
2d 10, 000, 000 3,603, 000, 000
ad 25,000, 000 3, 485, 000, 000
4th 120, 000, 000 3, 605, 000, 000
1938
st 40,000, 000 5,000,000 | $2,688,151,3%4 951, 848, 666
2d 1,066, 828, 666 1,151, 828, 666 3,156, 600 863, 692, 166
ad 833, 580, 310 1,077, 589, 318 4,707,051 614, 985,116
4th 815, 945, 431 72, 945, 431 3,189,002 754, T06, 054
1939
1s¢ 18, 000, 000 380, 000, 000 4,240,176 370, 555,878
2 33,000, 000 161, 000, 000 8, 508, 251 243,047,627
ad 125, 000, 000 122, 000, 000 5,185, 750 240, 891, 877
4th 76, 000, 000 302, 857,877 3,135,554 10, 898, 446
1st e 000, 000 15,886, 946 11, 500
st. 3 2800 |emecccncroecacaoan
2d 12, 802, 306 : 802, 396 7,000,000
3d 29,000, 000 35, 966, 500 33,500 [-eonasimmcarnaan
4th 25,000, 000 2,195, 750 22, 804, 250
1941
15t 207, 741,000 , 000, 1,003,808 250, 451, 442
2d 80, 000, 000 314, 440, 602 , 054, 19, 916, 250
3d 47,000, 000 65, 897, 250 1,019,000 {-ceeconoinzonacns
4th 918, 000, 000 110, 000, 230, 000 804,
1942
1st 728,000, 000 1,088, 000 1,529, 882,000
2d 1,004, 320, 000 83, 2,533, 018, 446
ad 699, 000, 000 1,152, 500 2,976, 765,948
4th | 1,333,000,000 98, 500 3,054, 608, 448
1943
1st. 1, 554, 000, 000 740, 000, 000 30, 304, 000 4,729, 385, 448
2d ---]  1,080,000,000 670, 000, 000 993,322 5,148, 372,124
3d 1,839, 000, 000 490, 000, 000 792,000 6, 406, 580, 124
4th 1,419, 000, 000 765, 000, 000 815, 000 7,149, 765,124
184
1st 959, 000, 000 430, 000, 000 403,000 7, 678,362,124
2d 1, 380, 000, 000 465, 000, 000 875, 000 8, 502, 487, 124
3d 772, 000, 000 280, 000, 540, 000 9, 083,947,124
4th 212, 000, 000 , 000, 000 9, 205, 847, 124
1945
st 9,381,047, 124 9, 505, 947,124 9,081, 047,124
2d 223, 000, 000 , 000, 000 9,010, 947, 124
3d 810, 000, 000 5, 000, 000 875,000 9, 254, 572, 14
4th 86,000, 000 215, 000, 000 16, 697 9, 125, 856, 427
37
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

Notes Issued by RFC fo the Secretary of the Treasury—Continued

uarter Rotired or Canceled or Outstanding
Year and q Amount Issuied r:funded transferred end of perfod
st 148 $44, 000, 000 $240, 000, 000 $8, 020, 555, 427,
2d.. 341, 000, 000 65, 000, 000 $200, 000 0, 205, 383, 427
3 100, 000, 000 185, 000, 000 26,333 9, 129, 329, 04
4th 52, 000, 000 000, 000 8, 076, 329, 094
15t 147 96, 000, 000 170, 000, 000 188, 244 8, 903, 140, 850
2 1, 254, 000, 000 190, 000, 000 9, 966, 140,850
ad 45, 000, 000 183, 000, 000 683, 624, 482 9, 144, 516, 368
ith 68, 000, 000 61, 000, 000 9,151, 516, 363
1948
1st. 89, 000, 000 71,000, 000 9,169, 516, 368
2d 1,314,700,449 | 1,110, 000,000 9, 385, 306, 817 |wevwmemcznmmmonz=z
3d 181, 000, 000 41, 000, 000 7, 637, 605 132, 462,335
4th 514, 000, 000 12,000, 000 2,742, 831,719, 470
1949
1st. 156, 000, 000 2,020, 990 784, 789, 480
2d 1, 112, 000, 000 30, 037, 609 639, 112 1,856, 212, 759
& 209,000, 000 35, 000, 000 91, 996 2,029,120, 763
4th 219, 000, 000 1,026, 600, 000 48,922 1,222,071, 841
1950
1st. 190,000, 000 {-nccemceocmemernan 7,860 1,412, 064, 431
2d 122, 200, 551 77,973,915 53, 867 1, 456, 246, 250
ad 79, 000, 000 19, 000, 000 1,147,949, 450 368, 296, 800
4th 108, 058, 627 160, 143, 429 1,033 316, 210, 885
1951
Ist 000 946,133 4,616 277,260, 116
2d %%000 75312091 551 . 274, 080,
ad 24,000, 000 78, 095, 384 219, 055, 181
4th 95,118, 034 66,000, 000 248, 173,216
1st e 101,173,218
20, 000, 000 000, 000
z 25, 000, 000 L] — 197173,
bt 46, 000, 000 60,000,000 183,173,216
4th 9, 000, 000 9, 000, 000 183, 173,216
15t 1653 83,173,216
6, 000, 000 6, 000, 000 183,
2 ; 159, 000,
34 2,000, 000 26,173,216 123, o
4th TR 167, 186,09
= - 000,000
- 8, 500, 000 23, 686, 020 143,
« 154, 000, 000 m,%ooo .................. 154, 000, 000
6, 681, 667 147,818,333 |-courmeamanemmmen
Total- oo 51,346,860,497 | 57,202,020,707 | 14,143,020, 790 |-oumcaunnnmocemm=s

Cancellation and Transfers of RFC Obligations

Of the $51,346,850,497 in notes issued by RFC to the Secretary of
the Treasury, more than one-fourth were either canceled by direction
of the Congress or transferred to other Government agencies under
reorganization plans. Cancellation of notes by direction of the Con-
gress amounted to $12,848,664,320, as shown below :
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FINANCING OF RFC

Notes Issued by RFC 1o the Secretary of the Treasury and Canceled by direction of the

ongress
By the act approved Feb. 24, 1938:
Capital stock of Federal home loan banks.._ ..o -cecee.. $124, 741, 000
Capital stock of Home Owners’ Loan Corporation. .._.... 200, 000, 000
Secretary of Agriculture—for ¢rop 10808. - oo omcncmn- 115, 000, 000
Land Bank Commissioner—for loans to joint-stock land
banke . et e e ————— 2, 600, 000
Land Bank Commissioner—for loans to farmers. -« --cau-- 145, 000, 000
Capital stock of Federal Farm Mortgage Corporation_.._. 55, 000, 000
Governor of Farm Credit Administration____._______._.__ 40, 500, 000
Capital stock of Regional Agricultural Credit Corporations. 44, 500, 000
Expenses of Regional Agricultural Credit Corporations..__. 23, 341,776
Capital stock of Commodity Credit Corporation__.__._.___ 97, 000, 000
Capital stock of Disaster Loan Corporation. ... __...._. 24, 000, 000
Federal Emergency Relief Administrator—FER Act of
1938 e e ———— 500, 125, 938
Federal Emergency Relief Administrator—Emergency Ap-
propriation Act of 1935 - e iemeecemana 500, 000, 000
Federal Emergency Relief Administrator ~ Emergency Relief
Appropriation Act of 1935 - .o oo cmcem—ee 500, 000, 000
Governors of States—Emergency Relief and Construction
Act of 1932_ . oo e mm——————— 280, 025, 144
Municipalities and other public bodies—~Emergency Relief
and Construction Act of 1982 v cececccccemaeana 2, 800, 623
Interest Costs. - v cmcmcceccm ;e —————— 33, 177,420
By sec. 602 National Housing Act: Federal Housing Adminis-
B BBOT L o e e e et e e et —— e —————— 97, 861, 381
By act approved June 30, 1947:
Capital stock of Federal home loan banks. . - .ocoocnceo-- 122, 672, 200
Unrecovered costs of national defense, war, and reconversion
ACtiVItIes. L oo cecccmmcmam—mmac e ac 9, 313, 736, 531
Costs incurred in handling materials transferred to stock-
PIlES L e e ccimmmam i~ ————— 18, 111, 542
Interest CoOBLS. o et m———————— 46, 005, 553
By the act approved July 30, 1947:
Loans to Rural Electrification Administration.__._..___._ 510, 848, 904
Loans to the Secretary of Agriculture—farm tenancy pro-
=4 -1 1 O LRI 40, 367, 816

By the Government Corporations Appropriation Act, 1948:
Title to land and buildings transferred to Federal Works

ABeNCY e s eccecemcmcmcemecemmeccmamememe————— 9, 785, 562

By the act approved June 28, 1948: Net investment in proper-
ties transferred to Howard University.. ... ________.__ 1, 512, 930
Total o oo cmecccmceocea—amee———a——mem—e 12, 848, 664, 320

Reorganization Plans Nos. 22 and 23 of 1950 both were effective
September 7, 1950. Plan No. 22 transferred from RFC to the Ad-
ministrator of the Housing and Home Finance Agency the functions,
capital stock, assets, and liabilities of the Federal National Mortgage

505257—859——4 39
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

Association. Plan No. 23 transferred to the Administrator of the
same agency the functions of RFC under section 102 of the Housing
Act of 1948 and under other laws with respect to financing predomi-
nantly for the production and sale of prefabricated houses and pre-
fabricated housing components. In each case, a settlement was ar-
ranged between RFC and the Housing Administrator under which the
Administrator borrowed from the Treasury amounts determined to
represent RFC’s net investment in the transferred programs and
paid these amounts to RFC. RFC, in turn, used the cash so provided
to retire its notes to the Secretary of the Treasury in amounts equiva-
lent to its net investment in the transferred programs. The amounts
of RFC notes retired under these arrangements were as follows:

Under Reorganization Plan 22 of 1950, $1, 127, 776, 840
Under Reorganization Plan 23 of 1950. 20, 170, 207
Total 1, 147, 947, 137

Reorganization Plan No. 2 of 1954 was effective June 30, 1954.
Under this plan, the functions of liquidating certain assets held by
RFC were placed under the jurisdiction of other agencies responsible
for similar continuing programs. The foreign loans and securities
then }.wld by RFC were transferred to the Export-Import Bank of
Washington; the functions of RFC relating to loans to victims of
ﬂood§ gnd other catastrophes were transferred to the Small Business
Administration; and the functions relating to mortgages then held
by RFC which were made or acquired under the authorities of the
RFC Mortgage Company and Defense Homes Corporation were
transferred to the Federal National Mortgage Association in the
Housing and Home Finance Agency. In each case, a settlement was
arranged under which RFC’s notes payable to the Secretary of the
Treasury were transferred to the receiving agencies in the amount of
RF(C’s net investment in the transferred programs. The notes as-
sumed by each of the three receiving agencies under Reorganization
Plan No. 2 of 1954 were as follows;

Federal National Mortgage Assoclation $91, 768,173
Export-Import Bank of ‘Washington 42, 000, 000
Small Business Administration 13: 550, 160
R

Total 147, 818, 333

Borrowings From the Public

During the period from October 81, 1933, to July 3, 1943, the RFC
sold to the public a total of 13 series of notes amounting to $3,072r
634,547, The last notes issued to the public were retired April 15,
1944, from the proceeds of notes issued to the Secretary of the Treas-
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ury. Notes issued and outstanding to the public are shown in the

following table:
Notes Issved by RFC to the Public
Year and quarter Amount issued Retired or Outstanding
refunded end of period
1933
4th $150, 025, 854 $180, 025, 854
1934
1st. 181,271, 526 $134, 481,008 226, 816, 312
A 8, 000, 000 1 234,814, 667
3d. 18, 250, 000 5,100, 000 5, 064, 667
4th 3,372,000 249, 336, 667
1935
1st. 68, 105, 500 64, 093, 000 251, 439, 167
2d , 500 2, 000, 000 249, 771, 667
3d 3, 852, 500 1, 050, 000 252, 574,167
4th 149, 507, 167 149, 621, 667 252, 459, 667
1936
1st. 125,000 1, 000, 000 251, 684, 687
2 18, 045, 000 18, 000, 000 251, 629, 667
ad 120, 000 251, 749, 667
4th_ 25,000 251, 724, 667
1837
1st. 360, 900, 000 251, 184, 667
2d 5,050, 000 1,000, 000 255, 234, 667
ad 125, 366, 000 84, 478, 000 296,122, 667
4th » 150, 000 297, 212, 667
1938
1st. 1,473, 500 208, 746, 187
2d. 1,026, 000 809, 500 298, 872, 667
3d 211, 660, 000 510, 532, 667
4th 297, 339, 000 208, 892, 667 508, 979, 000
1939
1st. 310, 390, 000 180, 000 819, 189, 000
2 £00, 000 819, 689, 000
3d 100, 000 819, 789, 000
4th 276, 263, 000 1,008, 057,000
1940
1st. 100, 000 1,008, 157,000
2d 200, 000 1,008, 357, 000
ad 200, 000 1,096, 557, 000
4th. 200, 000 1,096, 757, 000
1941
15t 200, 000 1,096, 957,000
2d 644, 492, 000 1,741, 449,000
ad 571, 463, 000 211, 460, 000 2,101, 452, 000
4th 209, 830, 000 1, 801, 613, 000
1942
1st 310, 090, 000 1,491, 523, 000
24 272, 320,000 1, 219, 203,000
ad 3, 548, 000 1, 215, 655,000
4th 319, 895,000 895, 760, 000
1943
st 805, 760, 000
2d £95, 760, 000
3d 324,397, 000 571, 363, 000
dth. 571, 363, 000
1944
1st 571, 363,000
2d 571, 363, 000
Total 3,072, 634, 547 3,072,634, 547 |-aecocnoonncannnnn

At the end of March and September 1940, and again at the close of
September 1941, amounts outstanding in notes issued to the public
represented all borrowed funds used to finance RFC’s operations.
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

Many of the notes sold by RFC to the public were taken by banks,
trust companies, and similar institutions from which RFC had pur-
chased preferred stock, capital notes, or debentures. In some in-
stances, the RFC notes held by these institutions were retired by
crediting the amount of the notes against the principal amounts of
loans made to the same institutions.

The first notes issued by RFC outside of the Treasury were given
in payment for newly mined domestic gold or gold bullion from for-
eign sources. This action was related to the moves then being made
to devalue the dollar and establish a Government market for gold.
The notes were issued from October 1933 to January 1934, and all
matured on February 1, 1934, Interest rates on the notes ranged
from 1 to 134 percent, discounted. The effective rate on the $134;
482,718 issued was 0.52 percent. Under this program, RFC acquired
695,027 ounces of domestic gold for $23,363,754, and 8,418,993 ounces
of fort?ign gold for $111,087,196. The discount taken by RFC in ex-
changing its notes for this gold was $81,763. The gold which RFC
took in exchange for these notes was turned over to the Treasury for
cash and the notes retired at their maturity.

_ The other 12 issues of notes sold by RFC to the public matured
in from 1 to 3 years from the date of issue. Nominal interest rates
on these issues ranged from 7 to 3 percent; effective interest rates
varied according to whether the issues were sold at par or for 8
premium. The amount received in excess of par for the five issues
which sold at a premium was $1,483,524. The average rates of inter-
est paid by RFC on its borrowings from the public were as follows:

1088 P;r ;fg
1934 2. 065
1085 o 187
1936 1.714
1037 1. 567
1938 1,937
1939 ' 032
1940 " 908
1941 “o21
:xi 1.020
1044 1,000

Retained Earnings

calﬁ’:(llolf‘oio Iglgl(l)e 30, 1948, .there were no statutory provisions which
o o t’I(‘)hrelmqms}l any earnings which had accrued from
. pe. ilOns. 0se earnings were held by the Corporation and

ere available for the financing of its operations. Under the pro-
visions of Public Law 864, 80th Congress, the RFC was required %

- 4

Digitized for F&ASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



FINANCING OF RFC

pay as a dividend to the Treasury that amount by which its accumu-
lated net income exceeded $250 million, after reasonable reserves for
losses. The first dividend payment under this act was $307,391,555
which was paid in December 1948, based upon the Corporation’s ac-
cumulated net income of $557,391,555 through June 80, 1948. Divi-
dends paid from accumulated net earnings in excess of $250 million
in years subsequent to 1948 were as follows:

1949 $1, 845, 185
1950 18, 674, 005
1951 16, 345, 812
1952 12, 293, 880
1953

1954 34, 288, 019

After the program for liquidation of the Corporation was under-
way, considerable amounts of cash were realized from liquidation of
the Corporation’s assets. There being no reasons to hold this cash
in amounts exceeding estimated future requirements, the excess was
returned to the Treasury and the Corporation’s retained earnings re-
duced accordingly. The amounts of accumulated net earnings held by
RFC at the close of fiscal years 1955 through 1957 were as follows:

1955 $163, 216, 742
1956 26, 198, 788
1957 33, 744, 065

At various times throughout its existence, the RFC also utilized in
its lending activities funds held by the Corporation for various other
programs. The principal amounts so utilized were the profits of the
‘War Damage Corporation; the proceeds from liquidation of the as-
sets of the Smaller War Plants Corporation; proceeds realized from
the assets of the national defense, war, and reconversion programs;
and profits from the sale by RFC of securities purchased from the
Federal Emergency Administrator of Public Works (later Public
Works Administrator). All funds so utilized by RFC had been paid
over to the Treasury before final liquidation of the Corporation.
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RFC’s Lending Functions—Summary

The RFC authorized a total of $46,468,722,698 for allocations,
loans, and other investments during the period from February 2,
1982, to September 28, 1953. That total does not include the loans,
advances, contract authorizations, and purchases authorized by sub-
sidiaries of the RFC and financed with funds secured from the parent
organization, The total is made up of three main categories, as

follows:
Amount authorized

Loans and investments made at the discretion of RF(C’s

management._ $38, 541, 174, 998
Loans and allocations to other Government agencies under
congressional directives. 7, 235, 248, 449
Securities purchased from Federal Emergency Administrator
of Public Works (later Public Works Administrator) ..--- 692, 209, 251
Total 46, 468, 722, 698

In fulfilling its commitments under these authorizations, the Cor-
poration disbursed = total of $40,632,648,806, of which amount $40,-
555,804,138 was disbursed prior to September 28, 1953, when the
program for liquidation of the Corporation’s assets began as provided
by the RFC Liquidation Act.

Recoveries of amounts disbursed, in the form of principal repay-
ments, note cancellations, and foreclosures amounted to $39,881,414,-
031 through September 28, 1953.

Amounts authorized, canceled or withdrawn, disbursed, recovered,
and outstanding for quarter-year periods from 1932 through Septem-
ber 28, 1953, are shown in the following table:

Summary of Loans, Investments, Security Purchases, Alloeations, and other Authoriza-
tions

Feb. 2, 1632-Sept. 25, 1953

Canceled or Repayments
Authorized withdrawn Disbursed and other Outstanding
reductions
$283, 934,132 $174,400 |  $242, 46,308 $8,802,728 | $233, 583, 580
851:49%' 940 10,047, 637, 803, 600 72, 134, 708 700, 222, 571
523, 483, 618 34,387,786 { 380,451,856 | 114,761,307 | 1,073922,823
409, 004, 881 25,117,804 7,085,572 | 104,160,706 | 1,327,718,689
806, 669, 128 97,234,054 | 543,827,758 | 124,237,908 | 1,747,308, 449
1,476, 153, 380 79,649,058 | 530,94 433 | 181,670,234 | 2096, 681, 648
303, 608, 610 42,796,955 | 383,349,470 | 248,204,011 | 2 236,727,107
1,340, 357, 668 34,170,978 | 02,773,628 | 188,460,883 | 2 051,089,753
45
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RFC'S LENDING FUNCTIONS—SUMMARY

Summary of Loans, Investments, Security Purchases, Allocations, and Other Authoriza-

tions—Continued

Canceleq or Repayments
Year and quarter Authorized withdrawn Disbursed agd‘g?her Outstanding

reductions

147 $374,764,505 |  $150,602,300 |  $145, 062, 730

, $152,122,706 | $1,883, 282, 855
899,933,347 | 211,284,840 | 7LI. ggf: 608 so% uﬁ: 810 | 2093, 38\2,2' 741
666 | 440,947,034 542,198 6, 552, 1,270, 372, 087
139 64, 817,030 73, 306, 196 47,074,145 | 1,305, 604,138
59,212, 684 40,882, 409 44,205,419 | 1,302,251, 218
242,202,408 | 1,174.387,601 [ 1,316)836,716 | 1,150,832, 193
30,461,000 | 112,866, 0 44,341,007 | 1,228 357, 18
244,441 | 129,328 027 45,806,875 | 1,311, 784 198
227,139, 510 39,321,700 | 160,910,456 36,400,839 { 1,436, 284,815
1,200, 709, 535 59,361,672 | 1,220,733,836 | 182,143,226 | 2483875 425
345, 242, 533 30,251,880 | 247,944, 455 45,304,502 | 2] 681, 425, 283
319, 146, 886 50,677,102 1 260,670,726 | 1,085 837,172 | 1,876, 567,842
303, 749, 143 546,004 57,198,568 | 2,072,020,884
188, 386, 123 gﬁ 681,478 | 157,801,065 | 141,082,531 | 2,089,640, 318
153, 043, 145 53, 464, 016 1, 1,200, 780,510 | 1,040,713, 514
72, 900, 682 44, 546, 458 46,487,306 | 170,127,920 917, 072, 000
184, 622, 812 60, 308, 914 49,949, 60, 638, 006, 383, 209
52,403, 673 79, 536, 158 62, 019, 435 72,670, 334 895, 732 500
41, 600, 704 50,539, 673 33, 486, 494 ; 589, 855, 620, 763
23, 142, 010 22, 042, 160 25, 676, 470 61, 375, 604 816, 930, 618
405, 815 326, 983 16, 581,352 65,880, 770 770, 642, 161
3‘11:5915313 ﬁjsoz,soo 12‘,6001465 79, 103, 967 707, 043, 602
20, 226, 557 13, 815, 809 33,938, 308 35, 169, 083 705, 812, 017
24, 562, 796 21,034, 814 54, 406, 846 42, 895, 032 717,324, 731
080 13,279,830 20,829, 759 43, 107, 085 704,047, 405
fgl ggs?’ 313 18, 890, 738 20,141,778 252,923 601, 006, 250
4,335,739 11, 630, 072 18, 030, 641 35, 456, 704 874, 480, 107
56, 996, 068 934 66,995, 134 68,095,134 Joeoeenaeeen
46,468,722, 608 | 5,502,500, 347 | 40, 855, 894, 138 | 39,881, 414, 031 674, 480, 107

The undistributed expenses included in the above table consist of $23,818,648 authorized and $23,817,714
disbursed for admlnistgtwe expenses of other Qovernment agencies and $33,177,420 authorized and dis-
bursed for interest expenses on borrowed funds, all in connection with loans and allocations made to other
Qovernment agencies at the dlrectlon of the Congress. The notes which RFC bad issued to obtain the
funds for these purposes wers later canceled by direction of the Congress,

The amount of outstanding loans and investments dropped $7.8
billion between the second and third quarters of 1945. This was
occasioned by the manner in which RFC treated its investments in the
wartime subsidiaries which were merged with RFC under the pro-
visions of the act approved June 30, 1945. At that time, RFC’s in-
vestment in the merged subsidiaries consisted of capital stock and
‘loans amounting to $7.6 billion. In the merger, RFC received the
remaining assets of the merged corporations, but the original invest-
ments were treated as “other reductions” or, in effect “charged off.”
These transactions were recognized by the Congress in the act ap-
proved June 30, 1948, which canceled the notes which RFC had issued
to the Secretary of the Treasury in an amount representing the un-
recovered costs of RF(’s national defense, war, and reconversion

activities.
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There was $38,541,174,998 authorized for loans and investments at
the discretion of RFC’s management. The composition of these
authorizations was as follows:

Amount Disbursements to
authorized Sept. 28, 1853

Loans to and Investments in financial institutions $4, 815, 324, 607 $3, 006, 201, 681
Loans to business entenmms 5, 153, 204, 815 2, 637, 329, 690
Loans to agricultural fi g institutions. 2,454, 133, 430 1, 452, 502, 107
Loans fo ratironds 1,050, 867, 787 938, 440, 875
Loans to and investments in public agencies. 1, 203, 892 793, 600, 115
Investments in RFC mortgage loan subsidiaries. 1, 831, 551, 598 1,778, 093, 357

Loans to forelgn governments 495, 000, 000 460, 000,
Investments in Governtment agencies 391, 991, 000 391, 933, 000
Other loans and investments. 97, 507, 778 77, 098, 982
Investments in RFO's wartime subsidiaries 21, 218 300 001 20, 877, 617, 233
Total 38, 541,174,998 33,3812, 817,040

Summary Table S-1 in appendix C is a distribution of amounts
authorized, canceled or withdrawn, disbursed, recovered, and out-
standing for quarter-year periods from 1932 through September 28,
1953.

During the first 3 years of its ex1stence, RFC’s activity in loans
and investments was concentrated in providing assistance to financial
institutions, railroads, and agencies prov1dmg financial assistance to
agriculture, Beglnmng in 1935, activity in connection with financial
institutions was greatly d1mm1shed and that related to business enter-
pnses, mortgage loans, and public agencies, took over greater relative
importance. These relationships are illustrated in the chart below:

LOANS AND INVESTMENTS AUTHORIZED, 1932-1939

DOLLARS
Billions

2 «~= Q1her (primariy Business Enterprises

\ and Public Agencies)
Railroads

> Agricultural Financing Institutions

| = Financial Institutions

V2

//////////

SR
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RFC'S LENDING FUNCTIONS—SUMMARY

During the period from 1940 through 1945, the Corporation’s in-
vestments in its wartime activities overshadowed all other types of
lending and investment functions. During this period, more than 80
percent of all amounts authorized were to the wartime subsidiaries.
Loans to business enterprises made up the bulk of the remaining
amounts authorized during this period. The chart below shows the
relationship of investments in wartime subsidiaries to other activities
from 1940 through 1945.

LOANS AND INVESTMENTS AUTHORIZED, 1940-1945

DOLLARS
Billions

(1 4

4

2»

1940 1941 1942 1943 1944 1945

Following World War II, RFC’s lending and il}vestr.nent activities
were largely in the fields of business loans and residential mortgages.
Mortgage activity was greatest during 1949 and 1930. The peak of
business loan authorizations was reached in 1949 ; thereafter there was
a steady decline until the Corporation’s lending authority was termi-
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

nated in 1953. The nature of the Corporation’s lending activity
after 1045 is shown in the chart below:

LOANS AND INVESTMENTS AUTHORIZED, 1946-1953

DOLLARS
Billions

o)

« Other

<= Mortgages

/Business Loans

»
" l046

Actmt-,y in connection with the $7.2 billion which was authorized
at the direction of the Congress for allocations and loans to other
Government agencies was concentrated in the years prior to 1937,
and during 1948 and 1949. However, from inception of the Cor-
porlt:ltlon until 1947 there were at all times amounts outstanding as the
reswdt l;)f these transactions. Details on the loans and allocations
made by RFC under congressional directives will be found in this
’BI;’P"» ll)legmnmg on page 151.

urchases of securities from Federal Emergency Administrator
(gF%“%mVVl%l:‘ak; (later Public Works Administgra.to{) were made by
rillion. . Alths f?l 1941. Such purchases amounted to nearly $700
completed bef ug }fhe purchase of these securities was substantially
o e o 1?1’6 the end of 1_940, realizations on this investment
still outst: dina protracted period and some of these securities were
anding when RFC was abolished in June 1957. Details

on RFC’s purchases of securities fr X
in this report beginning on page 149 .om FERA (PWA) will be found
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Financial Institutions

“To provide emergency financing facilities for financial institu-
tions” was the first of the purposes stated in the original RFC Act.
Immediately upon organization, the Corporation began to operate as
a secondary sourcs of credit to aid in the stabilization of the Nation’s
financial institutions.

The methods through which RFC aid was extended to financial
institutions included loans, subscriptions for preferred stock, and
purchases of capital notes or debentures. The extent of financial
assistance provided to the various types of financial institutions is
shown in the following table (as used in this section of this report,
the term “financial institutions” does not include the agricultural
financing institutions discussed beginning on p. 87, since most of these
were either Government or quasi-Government institutions) :

Authorized Disbursed
Banks and trust compani 981, 385, 688 $3, 265, 450, RL
Mortgage loan eompa’;nafqm h 494, 636, 731 854, 149, 576
Bt et e e
ce cornpanies. , 689, d
Credit unions. P 642, 968 600, 096
Total 4,815,324, 607 3, 906, 201, 651

More than three-fourths of the total disbursed to financial institu-
tions was paid out during the first 214 years of the Corporationts
existence. Activity in this field continued at a slackening rate until
1945. When the Corporation began its liquidation in the fall of 1953,
there was still $44.6 million outstanding in these loans and invest-
ments. (See table FI-1in app. C:)

Banks and Trust Companies

By far the largest group of loans and other investments in financial
institutions were in banks and trust companies. Under the provisions
of section 5 of the original RFC Act, the Corporation was authorized
to make loans to banks, savings banks, and trust companies, including
loans secured by the assets of banks which were closed or in process
of liquidation. The purpose of this latter provision was to aid in the
reorganization or lignidation of such banks, and such aid was limited
to $200 million.

The original act also required that loans to banks and trust com-
panies be “fully and adequately secured” and could be made for periods
not exceeding 3 years, with provision for extensions or remewals up
to 5 years. Loans made to any one corporation could not exceed
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5 percent of RFC’s authorized capital stock and borrowing authority.
This limitation was later reduced to 254 percent by the act approved
July 21,1932. By an amendment approved June 19, 1934, loans with
maturities of 5 years were permitted, and, by another amendment
approved January 31, 1935, the maturity limitation was changed
to a deadline of January 81,1945, This deadline was again extended
to January 81,1955, by the act approved June 25, 1940.

In the Emergency Bank Act, approved March 9, 1933, it was pro-
vided that the RFC could subscribe for the preferred stock of any
national banking association or any State bank or trust company
which, in the opinion of the Secretary of the Treasury, was in need of
capital funds for organization or reorganization. This act also author-
ized the RFC to make loans secured by the preferred stock of banks
and trust companies. By an amendment approved March 24, 1933,
the authority of RFC to subscribe for the preferred stock of banks
and trust companies was limited to instances wherein such stock was
nonassessable. To provide assistance in cases where State laws might
prevent the issuance of nonassessable preferred stock, this amendment
authorized RFC to purchase the capital notes or debentures of State
banks and trust companies.

The Corporation’s authority to subscribe for or purchase the pre-
fen:ed stoc!:, capital notes, and debentures of banks and trust com-
panies expired on June 30, 1947, when the applicable provision of
the Em.eygency Bank Act wasrepealed. On that same date, the earlier
authorities of RFC relating to banks and other financial institutions
W}fre' ex‘t‘ended by a new section 4, which gave the Corporation au-
fa ‘(:l'ltyf to make loans to any f.mancial institution organized under the

s of any State or of the United States.” Although banks and trust
companies were eligible for loans under the amended authority, it
was definitely understood that, with respect to banks and trust com-
E):mest,o s;lch power was intendefi for use in emergencies only, and no
am::; dmeiltl.ks and trust companies were authorized by RFC under this

The loans to and investments in bank .
RFC are summarized below: anks and trust companies by the

Authorized Disbursed

Loans to banks and trust companies, sec. 5

Loatison assets o closed bavdks nd rast oo aies, 4. 59 $2,616,821,700 | $2,027, 47,408

Loans on preforr svlock olgm %%d trust companles__.._.._..ooo 52, 746, 026 % &

Purchases of eapl‘tJ;.Ie notes and debenturezn 4 rust compantes. ... g 592: o 782: ggg’ 818
o 433,872, 875 343, %61,

3,081,365, 638 3,265,450, 781

, r:&:tivity, by quarters, for loans to and investments in banks and
S¢ companies 1s summarized in table FI-2 in appendix C.
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FINANCIAL INSTITUTIONS

Loans to Banks and Trust Companies

Under the authority of section 5 of the RFC Act, as amended, the
Corporation authorized a total of 15409 loans to more than 7,300
banks and trust companies. The amount of the authorizations was
$2,516,821,790, and disbursements on these amounted to $2,027,447,405.
Most of the activity in this category occurred prior to 1941. (See
table FI-2 in app. C.) Loans were made in all 48 States, and in
the District of Columbia, Alaska, Hawaii, and Puerto Rico. The
distribution of the loans among the States is shown in the following
table, as of June 80, 1940 (data for activity subsequent to that date
cannot readily be distributed by States; however, the data shown
cover about 98 percent of the amounts authorized) :

Loans to Banks and Trust Companies as of June 30, 1940

Number of | Number of Amount Amount
authoriza- | borrowers | authorized disbursed
tions
Alabama. 314 138 $12, 946, 066 0,313, 224
Arizons. 39 16 2,081, 300 1,874, 252
Arkansas 312 156 26, 690, 006 , 926,
Qalifornia, 42 150 126,234,475 117,702,008
Colorado. 128 72 5,338, 003 4,200,
Connectient 78 30 18,498, 218 6, 243, 658
Delaware. 3 3 257, 000 249,
Distriet of Qolumbis, 103 25 30, 875,001 , 852,
Florida 150 110 8,928, 298 4,986,115
Qeorgia 280 146 11,773, 680 , 340, 063
Idaho 98 50 3, 650, 857 2,002, 146
fs. 1,264 610 218, 972, 701 184, 487, 300
Indiana, 507 76 47,932,774 8, 100,
Iowa. 871 404 62, 920, 365 54, 390, 451
Kansag 297 165 8, 864, 520 6, 064,
Kentucky. 380 170 20, 780, 858 17, 320, 389
312 132 118, 954, 408 86, 786, 560
aine. 17 a3 61,827,134 53, 946, 830
Maryland, 152 e 62, 344, 304 53,410,460
M, usetts. 105 48 42, 933, 700 36, 812, 320
Michigan. 812 328 414, 348,935 320, 163, 785
inneso 519 279 13, 749, 679 10, 240, 942
M ississippi 257 129 18,463, 250 15, 847, 631
issouri 624 34 62, 967, 003 40, 838,085
Montana [ 52 3,120, 987 2,716,113
Nebraska. 443 177 7,841, 849 8,301, 085
gevaiif 3 12 % 794, % ?'ig'}' zlagg
ow Hampshire 1 , 764, , 437,
New Ji erseg 378 149 80, 847, 852 60,902,114
New Mexico. 27 14 1,613,773 074,354
New York 425 102 118,732, 203 7,791, 009
North Carolina 241 118 37,981, 187 179,920
North Dakota 154 77 7, 648, 285 609,404
Ohio, 504 264 285, 393, 900 221,314, 847
Oklahoma, 299 127 4,601, 876 227,
Oregon. 226 80 9,372, 881 7,751, 202
Pennsylvania, 1,125 529 219, 117, 160 166, 602,
Rbode Island 7 2 ,011, 1, 851, 695
South Carolins, 117 83 21, 570, 446 18, 861, 409
South Dakota, 252 12 5, 140, 91 4,044, 803
Tennessee. 433 108 73,117,431 66, 660, 785
Texas 503 230 31,408,475 26, 441, 603
Utah o4 5 261, 5,823,455
Vermont, 86 37 11, 314, 007 9,005, 807
Vi 234 116 , 315, 16,41, 257
Washington 378 147 32,467, 510 20,773, 842
West V 300 138 088, , 404,
gixconsm 730 44; 4{:13%23} 31, alxgg,' 811
yoming 41 I ,
Alasks, 2 2 100, 100, 000
Hawali 2 2 850, 835,
Puerto Rico. 7 5 2,703, 000 845,
Total 15,303 7,347 | 2,464,438,201 | 1,083,102,009
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

Included in the loans made to banks and trust companies under sec-
tion 5 of the RFC Act, as amended, were 10,592 authorizations made
to open banks and 4,817 made to conservators, receivers, or liquidat-
ing agents to aid in the reorganization or liquidation of closed banks.
The table below is a summary of the loans made to banks and trust
companies under section 5, according to the nature of the loans:

Loans to Banks and Trust Companies Under Sec. 5 of the RFC Act, as Amended

Number of | Number of | Amount author-
authoriza- | institutions| ized
tions
Loans to open banks. . 10,592 4,922 $1, 335, 047, 661
Natinnal
..... 2,224 813 360, 439, 541
State 8,368 4,100 974, 608, 120
Loans to closed banks, to aid In reorganization or liquidation. 4,817 2,421 1,181,774,129
Conservators—uationa) and D.C.
Conservators—3tate lgg 1% 132%3%%
Receivers—national apd D.C 29156 955 537, 738, 731
Recofvers—State. 1,631 1,233 464, 603, M7
Liquidating agents—national 9 9 10, 028, 664
Liquidating agents—Stat 27 b7 6, 559, 319
Total 15,400 7,343 2, 516, 821,79

All of the loans made to open banks had been liquidated prior to
the close of 1947, Repayments on the $1,138,366,280 disbursed
amounted to §$1,116,918,900; the remaining $21,447,380 had been
charged off. Of the total amount charged off on loans to open banks,
$1,262,600 was in connection with loans to national banks, and
$20,1.84,7 80 was in connection with loans to State banks,

Disbursements on loans to aid in the reorganization or liquidation
of closed banks amounted to $889,081,125. Of this, $885,384,197 had
been repaid and $2,868,386 charged off prior to December 81, 1947. At
that date, the outstanding balance in this category of loans was
$828,549, :

Loans on the Assets of Closed Banks Under Section 5(e)

By an act approved June 16, 1934, the Corporation was authorized
to make loans upon or purchase the assets of any bank, savings bank,
or trust company which had been closed during the period from
December 31, 1929, to January 1,1984. This authority differed from
that granted in section 5 of the original act primarily in that the
Corporatfon.was directed to appraise the assets in anticipation of an
orderly liquidation over a period of years rather than on the basis
of forced selling values. The RFC did authorize loans amounting to
$118,832,229 under this authority, but the authority to purchase the
assets of closed banks was never used. The loans made on the assets
of closed banks are summarized in table FI-4 in appendix C.
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Loans on the assets of closed banks were made in a total of 24
States. Of the total amount disbursed, more than 90 percent was in
Ohio and Michigan, as shown in the following table:

Loans on the Assets of Closed Banks Under Sec. 5(e) of the RFC Act

Authorized | Disbursed Authorlzed | Disbursed

Arkansas......._.... $793,034 $720,9090 || New York._ooeenoe-. $16,923 $14,232
California. - 35, 002 35,393 j] North Carolina. .. 15,005 15,005
Colorado.. - 10, 050 7,238 || North Dakota.. 563, 504 523, 706
Florida.___. 1,100 1,100 B0 ceee e cne 70, 465, 493 28, 802, 648
Nlinois..... , 604, 535 {| Oklahoma....... - 8, 8,372
Indiana.... 26, 600 22,500 || Pennsylvania.... - 268, 000 265, 045
D () £ S, 105, 002 75,455 |{{ S8outh Caroling... ... 2,192, 500 1,992,747
Kansas ceccaeeconans 317,875 229, 667
Michigan. 194, 053 101,873
Minneapolis_.___._... 5, 000 60, 687
b SLLTVY S I 101,721 15,574
Nebraska.._ -

Nevada.oeemaeemar—nx 118, 332, 229 67,438,014

Almost all of the loans made under the authority of section 5(e)
of the RFC Act had been liquidated prior to December 81, 1947. To
that date, out of $67,438,014 disbursed, $67,344,566 had been repaid
and only $74,221 charged off. The amount which was outstanding
on December 81, 1947, was $19,227.

Loans on the Preferred Stock of Banks and Trust Companies

Under the Emergency Bank Act, approved March 9, 1933, the
Corporation was authorized to make loans secured by the preferred
stock of any bank or trust company which, in the opinion of the
Secretary of the Treasury, was in need of funds for capital purposes
for organization or reorganization.

The RFC authorized 1,122 loans to 274 borrowers under this au-
thority. The loans authorized amounted to $52,746,026, against
which $45,096,801 was disbursed. (See table FI-5 in app. C.) The
amounts disbursed on these loans were completely liquidated before
June 30, 1948. The amounts charged off totaled approximately
$1,800,000.

Subscriptions for the Preferred Stock of Banks and Trust Companies

The Emergency Bank Act also authorized the RFC to su_bscri_be for
the preferred stock of any bank or trust company which, in the
opinion of the Secretary of the Treasury, was in need of capital funds
for organization or reorganization. By an amendx.nex.lt approved
about 2 weeks after the Emergency Bank Act, subscriptions for pre-
ferred stock were limited to instances in which the preferred stock
was exempt from double liability. ) )

Beginning in March 1933, and continuing uatil 1945, the RFC
authorized 4,480 subscriptions for the nonassessable preferred stock
of 4,202 banks and trust companies. The amount authorized to be
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subscribed was $859,592,768; the amount disbursed for the purchase
of such stock was $782,206,636. (See table FI-6 in app. C.) On
December 31, 1947, there was still outstanding $118,317,931 in this
preferred stock. To that date, liquidation of amounts disbursed in-
cluded $657,578,063 received in retirements, and $6,310,642 charged
off.

Purchase of Capital Notes and Debentures of Banks and Trust Companies

The amendment to the Emergency Bank Act approved March 24,
1933, authorized the RFC to purchase the capital notes of banks and
trust compenies located in States whose laws prevented the issuance
of nonassessable preferred stock. As with loans on and subscrip-
tions for preferred stock, the purchase of bank and trust company
capital notes and debentures by RFC was subject to the requirement
that the institutions concerned were in need of capital funds for or-
ganization or reorganization in the opinion of the Secretary of the
Treasury.

The Corporation authorized the purchase of the capital notes or
debentures of 2,913 institutions, The amount authorized to be pur-
chased was $433,872,875; disbursements on these authorizations
totaled $343,261,875, and were completed in 1941, (See table FI-1
in app. C.) Through 1947, there had been repaid $312,876,368, and
$3,166,790 of the amount invested had been charged off.

Approximately one-half of all amounts disbursed by RFC on the
pur(.:hase of capital notes and debentures of banks and trust com-
panies was in connection with such purchases from institutions
located in the State of New York.

State Distribution of Loans and Purchases Under the Emergency Bank Act

'Th'e records of the RFC do not contain a precise statement of the
distribution by States of activity under the authorities of the Emer-
gency Bank Act (loans on and subscriptions for preferred stock, and
pur(_:ha,ses of capital notes or debentures of banks and trust com-
pam.es) . There are many instances where all three types of au-
thorization were made in a single State, and some instiutions were
granted more than one type of authorization. Since the activity
upder thfa Emergency Bank Act made up a significant portion of the
ald_furnlshed to banks and trust companies, it has been considered
desirable to present here some statement of how this was distributed
among the States. Accordingly, there is shown below the distribu-
tion, by State, of activity under the Emergency Bank Act as re-
ported to Decembe.r 81, 1940. The number of institutions is reported
to be net,.aft.er elimination of instances where more than one type
of authorization was made to the same institution. The amount
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shown as “unallocated” is that necessary to reconcile to the totals
for these activities shown above, and is less than 1 percent of the total

amount.

Loans on and Subscriptions for Preferred Siockf and Purchases of Capital Notes or

ebentures, of Banks and

rust Companies

Numberof} Amount au. Amount dis-
{nstitu- thorfzed b
tions

Alabama.__ 78 $186, 493, 200 $16, 203, 578
rizona. [} 2, 455, 000 2, 430, 000
Arkansas 127 5, 365, 500 4, 419, 000
Qalifornia. 138 108, 423, 070 96, 020, 223
Colorado. .. 59 5, 040, 000 4,893, 500
Connecticut. 42 8, 609, 800 7,192,126
Delaware. u 2, 680, 000 567, 300
District of Columbia. . _ 8 8, 200, 000 2, 900, 000
Florida 48 2,332, 200 2, 201, 200
Georgla 95 5, 897, 500 4, 835, 500
dako 28 2, 335, 000 2, 130, 000
Ilinols. 254 95, 044, 500 01,731,114
Indiana. 308 18, 836, 250 186, 968, 250
Towa... 153 12, 685, 000 10, 263, 000
. - 21 8, 049, 250 8, 272, 750
Kentucky... 136 11,382, 500 9, 079, 850
Louisiana 120 18, 607, 000 15, 547, 000
Maine 41 11, 173, 000 9,128, 500
Maryland. 63 11, 808, 130 0, 348,170
Massachusetts. ... 76 20, 031, 000 186, 674, 200
Michigan 205 43, 965, 100 49, 725, 261
Minneapolis 282 18, 388, 125 17,378, 525
Mlssissl?pl. 159 15,718,150 14, 663, 150
Missour; 253 25, 928, 300 21,034, 923
Mont; 60 4, 214, 000 , 030, 500
Nebraska, 161 9, 608, 300 8, 623,050
Nevada 4 205, 000 205, 000
New Hampshire. 16 1,308, 000 788, 635
New Jersey. 248 106, 101, 800 96, 461, 518
New Mexico 22 1,077, 500 715,000
New York. 532 413, 006, 200 338, 920, 659
North Carolina. 141 8,182, 500 7,488, 600
Dakota, 141 4, 534, 500 4, 044, 500
hio, 435 100, 865, 764 03, 432, 237
Oklah 52 11, 301, 000 10, 944, 000
Oregon. 56 2, 300, 000 1,950, 000
Pennsylvania, 378 56, 306, 850 48,010,007
Rhode Island 4 1, 100, 000 568, 500
South Carolina. . 41 2, 646, 800 2, 786, 800
South Dakota. 128 4, 522, 100 4,435, 100
Tennessea. 133 14, 221, 650 12, 509, 050
Texas “3 36, 504, 760 81,404, 125
Utah._ 44 4, 360, 000 4, 045, 000
Vermont 60 17, 205, 000 17, 205,000
irginia. 163 12,788, 000 10, 604, 650
ashington. 112 8, 246, 500 8, 514, 500
West Virginia. . 95 6, 906,000 6, 461, 067
Wisconsin. 45 33,313, 500 , 885, 600
Wyoming 25 1 %. % l.-‘#g;. 500

asks, 1 ) 4
Puerto Rico. 3 1, 500, 000 1,250, 000

Virgin Islands 1 251,000 125,
Unalloeated. 4,121, 430 3,840,105
Total 6,868 1,346, 211, 669 1,170, 585, 313

Mortgage Loan Companies

Loans to mortgage loan companies were specifically authorized to
be made by RFC under the provisions of section 5 of the original RFC
Act. Under this authority, the Corporation authorized 737 loans to
432 mortgage loan companies. The first of these loans was made in
1932, and activity continued into 1941. (See table FI-8 in app. C.)
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The amount of loans authorized was $494,636,781, against which
$354,149,576 was disbursed.
Some of the loans authorized to mortgage loan companies were for
relending to business enterprises and others were to assist in the re-
organization or liquidation of closed banks. According to purpose,
the loans authorized to mortgage loan companies were as follows:

Number of Amount Amount
authoriza- authorized disbursed
tlons
For relending to business enterprises.......ocwocccoacam- 163 $16, 422, 275 $5, 701, 835
To aid in reorganization or iquidation of closed banks.__. 217 22, 299, 103, 316, 761
Other. 357 358, 915, 432 245, 130, 880
Total 737 494, 636,731 354, 149, 576

The loans authorized to mortgage loan companies were widely dis-
tributed among the States, but about one-half of the amounts disbursed
were in three States—California, New York, and Ohio. The State
distribution of loans to mortgage loan companies is shown in the table

below:
Loans to Mortsage Loan Companies
Number of { Number of | Amount anthor- | Amount dis-
authoriza- | borrowers ized buarsed
tlong
e Bl emml sme
T 000 |ooeoooammemnzonzs
7 5 1, 453, 500 1,120, 671
Californla 10 8 09, 742, 403 65, 259,743
5 0--. 8 8 1,374, 000 1,344,000
l}f?lismct of Columbia. g i i- ﬁi’ ggg %* :1”?2: i
Qo 8 4 ’ 78,033 " 782 313
Idahe 21 10 1,811,995 1,328,1
Illinols 3 3 2, 414, 000 2,369,976
Indiana 47 12 10, 704, 670 , 533, 440
Towa 1 1 220, 000 197,402
Kansas : g 2,773, % ------------ +5,000
Fonmcky 2 1 1% 50 51, 000
Matne._ 18 11 6,483, 502 4,325,519
Maryland 1 1 3,200, 000 3,200,
Massachusetts 30 24 35,114, 853 25,239,
Michigan_ e 27 28, 867, 648 25, 141,800
Minneapolis. . . ] 60 14, 554, 962 , 544,
Mississipp 4 4 3,102, 500 035,
tssourd 2 1 517,478 514,278
Montana, 17 1 , 842 1 4,578,525
ﬁeh;qkn 1 : 156, g;g tl_gg- ;2'3
New Jersoy. - 4 2 1,553, 507 204, 601
N 5 % @) emE
North Onealina- 54 31 146, 022, 300 , 204, 410
orth Dakota.......o.oo . 27>t TT"mmmmemmeen 25 1 5,718, 050 4,812,372
Ohlo. oo 1 1 65, 000 64,785
Oklahoma 27 20 42, 988, 48 41,105, 967
Oregon, ... 2 777" 18 16 4,879, 650 758,168
Pennsylvania. ........ 9 3 1,241, 420 548,808
South Dakota. 28 13 6, 550, 586 7,060, 126
Tennessee. o 3 1 6, 576, 000 3,844, 738
Texas - 34 1 10,072, 166 7,840, 240
Utah 59 36 22, 888, 827 20,071,222
Virginia_ 2 2 1, 285, 000 1,235,000
Washington i 13 10 5, 639, 022 4,362,418
West Virginia......... % 18 11, 483, 218 9, 7%'1*-(1)33
500
otal 8 4 6,488, 703 4,645,977
0
w7 432 404,636, 731 354, 149, 676
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By December 31, 1947, all except $38,696 of the $354,149,576 dis-
bursed to mortgage loan companies had been repaid or liquidated.
To that date, repayments amounted to $329,188,068, and principal
amounts charged off totaled $24,961,508.

In July 1935, the RFC authorized the subscription of $2 million for
the capital stock of an Illinois mortgage company. In July 1936, the
$2 million subscription was rescinded, and a subscription of $1,500,000
authorized. In August 1936, the $1,500,000 subscription was rescinded,
and a subscription of $1,250,000 authorized. The $1,250,000 subscrip-
tion authorized was canceled in the fourth quarter of 1936, without
any disbursements having been made.

In July 1936, $500,000 was authorized for a subscription to the
capital stock of a New York mortgage company. This authorization
was rescinded in September 1937, and was not reauthorized. No dis-
bursements were made.

Building and Loan Associations

Loans to building and loan associations were authorized under sec-
tion 5 of the original RFC Act. Beginning in 1932, and continuing
until 1944, the Corporation authorized 1,468 such loans to 1,183 asso-
ciations. The amount of the loans authorized was $178,989,560, and
disbursements amounted to $140,158,068. All amounts advanced were
repaid in full before the close of 1945. (See table FI-9 in app. C.)

Data are not readily available on the distribution by States of loans
to building and loan associations after June 30, 1940. However, the
loans made to that date represent about 90 percent of the total, and
the State distribution up to that date was as follows:

Loans to Building and Loan Associations as of June 30, 1940

Number of | Number of Amount Amount
suthoriza- | institu- authorized disbursed
tions tions

Alabama 3 3 $111,000 $110,188
Arkensas. - 45 2 378 2,658, 363
California 51 1 9,000, 135 9, 448, 057
Colorado...... 1 1 110,000 106, 757
Connecticut. 8 8 549, 000 499,758
Qeorgla 1 1 5,000 5,000
Hlinois ] 70 3,988, 686 3,686,018
Indi 18 16 1,683,000 1,660, 821
Towa 16 13 1,132,800 1,107, 680
T

Ken 18 449, 305,
lsang ® 26 3 273,860 ! 182, 999
Maryland 5 19 2,628 127 2,470, 752
Michigan. 2 16 2 001, 288 1, 869, 793
Minnesots. s 3 107, 500 104, 274
Mississippl. . 4 4 103, 500 95, 997
Missour! 1 1 250, 000 247,710
Montana. 4 4 313,605 235, 538
evada, 1 1 85, 000 30, 000
New Jersey 339 ] 45,686, 293 31,563, 088

ew York. 36 24 9, 267, 159 7,306,
orth Carolina, 85 68 3, 580,018 3 504, 149
North Dakota 3 2 185,000 151,977
Ohlo 29 173 52, 178, 835 29,631, 211
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Loans to Building and Loan Associations as of june 30, 1940—Continued

Number of | Number of Amount Amount
authorize- | institu- suthorized disbursed
tions tions

Pennsylvania 13 108 $5, 528,100 5, 208, 050
Bouth Carolina. 28 19 1, 668, 049 1,518,820
South Dakota i 7 5 21,077 245, 085
T LER, 6 6 290, 000 289, 505
o e I (Y | L
Virginia 13 9 I 950, 611
Washington 5 5 849, 000 168, 409
West Virginia.. 17 16 1, 626, 000 1,610,319
Wisconsin. 20 75 9, 248, 000 8,784,788
‘Wyoming. 6 2 872, 508 732,139
Total 1,330 1,007 164, 700, 533 122,657,242

By an act approved June 14, 1933, the authority under which these
loans were made was amended so as to permit loans on the assets of
closed !)uilding and loan associations. The amount of loans authorized
to receivers and liquidating agents of closed building and loan associa-

tions. ;vas $86,281,706, of which $3,858,355 was disbursed and fully
repaid.

Insurance Companies

I:f)ans to insurance companies were authorized to be made under
section 5 of the original RFC Act. Such loans were to be “fully and
adequately secured,” were limited to maturities of 3 years, and could
not be used to finance any new enterprise. This last restriction was
removed by an act approved July 21, 1982. Maturities up to 5 years
were permitted by an amending act approved June 19, 1934. Later
smendments (1935 and 1940) extended possible maturities to dead-
lines of January 381, 1945, and January 31, 1955, respectively.

By an act of June 10, 1933, the Corporation was authorized to make
loans on or to s'ubscriba for the preferred stock of insurance companies.
In general, this Insurance Company Act followed the provisions of
the Emex:gvency Bank Act which authorized the RFC to make loans on
or subscribe for the preferred stock of banks and trust companies. The
Insurance Company Act provided that “if, in the opinion of the
Secretary of the Treasury, any insurance company of any State of the
Umted.State.s 18 In need of funds for capital purposes either in
connectgon with the organization of such company or otherwise, he
?.ay, with the apRmval of the President, request the Reconstruction

inance Corporation to subscribe for preferred stock of any class,
exempt from assessment or additional liability, in such insurance
Ccompany, or to make loans secured by such stock as collateral * * * .*

The Insu.rance Company Act contained some additional provisions
not found in the Emergency Bank Act. These prohibited the sub-
scription for, or purchase of, preferred stock (1) until the insurance

60
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



FINANCIAL INSTITUTIONS

company showed that it had unimpaired capital or that it would
furnish new, subordinate capital; (2) if any employees of the
company received annual compensation in excess of $17,500; and (3)
unless the company agreed not to increase salaries or to retire any of
its capital stock or debentures prior to retirement of RFC’s holdings.
There was a proviso to the first limitation that RFC might make
loans secured by preferred stock if it believed that the loan was
thereby adequately secured.

The act also gave RFC authority to lend on capital notes or deben-
tures in cases where nonassessable preferred stock could not be issued
by insurance companies. This latter authority was never used.

The RFC loans to and investments in insurance companies under
the authorities cited above were as follows:

Number of | Number of Amount Amount
authoriza- | borrowers authorized disbursed
tions
i%te. 5f JRr'o Act 209 133 $104, 439, 750 $90, 663, 210
of June 10, 1933:

Loans on preferred stock.....o-ccaceee- 18 12 55, 150, 000 55, 050, 000
Subscﬂptgn for preferred stoek. .. .--..| 1 1 100, 000 100, 000
Total 28 148 159, 659, 750 145,843,210

The period of greatest activity in financing insurance companies was
during the first 30 months of the Corporation’s existence. However,
such activity continued sporadically into 1949, (See table FI-10 in

app.C.)

Insurance Company Loans Under Section 5

There was no activity after 1038 in loans to insurance companies
made under section 5 of the RFC Act, as amended. All outstanding
amounts were liquidated in 1947. (See table FI-11 in app. C.) Out
of $90,693,210 disbursed, $89,234,034 was repaid and $1,459,176 was
charged off as unrecoverable. .

The distribution by State of loans to insurance companies under sec-
tion 5 of the RFC Act was as follows:

Loans to Insurance Companies Under Sec. 5, RFC Act

Number of | Number of Amount Amount
authorl;u- borrowers authorized disbursed
tions

, 050 $207, 750
ﬁm 2 H ‘343’3,000 355,000
Colorad 1 1 50, 000 50,000
oL e —— 1 1 1.0 100
Enois. b1 1 6, 028, 500 5,032, 458
Indlang 10 6 4,498, 000 3,235,979
lowa 24 13 3,653,000 3, 850, 709
S. 7 7 422 000 334,017
Kentucky. 1 1 1,000,000 Joecoeneammveomonne
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Loans fo Insurance Companies Under Sec. 5, RFC Act—Continued

Number of | Number of Amount Amount
authoriza- | borrowers authorized disbursed
tions

stana, 2 2 $1, 270, 000 $1, 248,05
Kariand 8 3 13, 985, 000 13, 085, 000
Michigan. 16 10 4,816,914 4,207,518
tnneapoll 2 2 28, 500 2,500
Misstssippi 3 1 112,000 112,000
Missourt.. 14 8 9, 327,802 8,614, 75
Nebraska 10 6 2,399, 160 1,007,486
New Jersey 6 5 %02, 000 13’ %
New York. 17 9 28, 483, 600 27,397, u

ﬁorﬂﬁ %arlglltna- ; g 1,032, ggg 1,932,

ort] akota. y y
ghln g é 15, 865, % 8,831,338

klahoma, 3 .
Pennsylvania. 6 5 1,816,225 1,071, 900

South Caroll 3 2 , 000 504,

South Dakota. 1 1 50, 000 50,
Tennessee. 4 3 711, 000 676,875
Texas 12 9 4,170,732 4,126,648
Virginia 1 1 , 106 375,092
West Virginia, 3 2 736, 991 , 627

Wisconsin, 2 2 , 000 5
Total. 200 133 104, 439, 750 90, 663,210

Insurance Company Financing Under the Act Approved June 10, 1933

Although three types of financing were authorized under the In-
surance Company Act— (1) loans on preferred stock, (2) subscriptions
for preferred stock, and (3) loans on capital notes or debentures—
almost all activity was in the form of loans on preferred stock. In only
one instance was preferred stock purchased, and there were no loans
made on capital notes or debentures. The periods in which the activity
occurred are shown in table F1-12in appendix C.

The one instance wherein RFC subscribed for the preferred stock of
an insurance company occurred in August 1934, The amount involved
was $100,000, and this was outstanding until the third quarter of 1941
when it was repaid in full.

The distribution by State of the loans on and subscriptions for the
preferred stock of insurance companies was as follows:

Authorized | Disbursed Authorized | Disbursed
) e ——————
50, 0 09,000 11, 500, 000
S0 | aaast o 1, o 000 50,000
4100000 pdrdod 100,000 |- covenemmeec==
026, 000 ol 150,000
400,00 | 4 000000 55,250,000 | 55

The only loss sustained by RFC in connection with loans on or
subscriptions for the preferred stock of insurance companies was that
which arose out of the loans to the Preferred Protective Corp. The
RFC made three loans totaling $8 million to Preferred Protective

Corp. for the purpose of aiding the Preferred Accident Insurance
Co. of New York to prevent its failure,
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Preferred Protective Corp. was formed to facilitate this transac-
tion. The holding company pledged with RFC as collateral to the
loan all of the preferred stock of Preferred Accident Insurance Co.
and 100 shares of its own capital stock which had been issued to
Preferred Accident Insurance Co.

In May 1951, Preferred Accident Insurance Co. was taken over by
the Superintendent of Insurance for the purpose of liquidation. In
July 1951, a public sale was held of the preferred stock of the Pre-
ferred Accident Insurance Co., pledged as collateral for the loans,
and this was bought in by RFC for $51,000. The balance of the prin-
cipal amount of the loans—$7,949,000—was charged off as a loss in
June 1952.

Credit Unions

The RFC was authorized to make loans to credit unions by section
5 of the original RFC Act. The authority was but little used. A
total of 10 loans were made to 7 credit unions. These loans were au-
thorized for $642,968, and $600,096 was disbursed. All sums dis-
bursed were repaid in full. (See table FI~13 in app. C.)

The distribution by State of loans to credit unions was as follows:

Number of | Number of | Amount suthar- | Amount dis-
authoriza- | borrowers ized bursed
tions

Massachusett: 3 2 $74, 565 $73, 711
Michigan. ... 1 1 65, 000 85,496
Minneapolis. 1 1 10,000 9,730
Rboda togead ! 1 I 0v ] ey T
Virginia 2 1 5,067 5,967
Total. 10 7 642,868 600,006
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Loans to Business Enterprises

During the early years of RF(C’s existence, the function of making
loans to business enterprises was in effect a sideline activity. How-
ever, the function was continually expanded, and in the years follow-
ing World War II became the dominant lending activity.

Legislative Authorities

RFC was first authorized to make direct loans to business enter-
prises with the amendments to the original RFC Act approved June
19, 1934. The purpose given for the new section 5d was to maintain
and increase the employment of labor. Borrowers under this author-
ity were limited to those whose businesses had been established prior
to January 1, 1934, and who could not obtain bank credit at the rates
prevailing for loans of the character applied for. Maturities were
limited to 5 years, and the aggregate amount of loans to any one bor-
rower could not exceed $500,000. It was also required that, in the
opinion of RF(’s Board of Directors, the borrower be solvent and the
loan “adequately secured.” Loans under this authority could be
made directly by RFC, or in cooperation with banks or other lending
institutions, or by the purchase of participations. This first author-
ity to malke loans to business enterprises expired on January 31, 1935,
and the aggregate amount of loans outstanding at any one time was
limited to $300 million.

By an act approved January 31, 1935, the Corporation’s authority
to make loans to business enterprises was extended and substantially
revised. Under the revised authority, loans could be made to bor-
rowers whose businesses had been established since January 1, 1934,
and the 5-year maturity restriction was changed to a deadline of Jan-
uary 31,1945, Also, the limitation on the aggregate amount of loans
to any one borrower was eliminated, and the security provisions were
changed from “adequately secured” to “so secured as reasonably to
assure repayment.” The requirement that loans be made only when
there was “reasonable assurance of continued or increased employ-
ment of labor” remained unchanged. The revised authority to make
loans to business enterprises was to expire January 31, 1937, but the
provisions of an act approved January 26, 1937, extended the expira-
tion date to June 30, 1939.

The authority to make loans to business enterprises was again re-
vised in the act approved April 13, 1938. Under this revision, the
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Corporation was empowered to purchase the securities and obligation‘s
of business enterprises in addition to the making of loans. The limi-
tation as to maturity was entirely removed, and the security standard
was changed from “so secured as reasonably to assure repayment” to
%of such sound value, or so secured, as reasonably to assure retirement
or repayment.” Also, RFC was authorized to provide financial as-
sistance to business concerns by means of “agreements to participate”
in loans made by banks or other financial institutions. Except for
some later revisions relating to maturity limitations, the authority for
business loans provided by the act of April 13, 1938, remained sub-
stantially unchanged to the expiration of the Corporation’s lending
authority on September 28, 1953.

In the act approved June 25, 1940, the maturities of loans author-
ized by the Corporation were permitted to extend to January 31,
1955. However, by the act approved May 25, 1948, maturities of
loans authorized to business enterprises were limited to 10 years, plus
such an additional period as might be estimated to complete the con-
struction of industrial facilities in the case of loans made for such
purposes.

In an act approved June 25, 1940, for purposes of aiding in the
national defense program, the Corporation was authorized to make
loans to or purchase the capital stock of, any corporation for the
purposes of acquiring critical materials and manufacturing equip-
ment and supplies necessary to the national defense. This act of
June 25, 1940, was in the nature of an addition to the then-existing
authority to make loans to business enterprises provided by section
5d of the RFC Act, as amended, and the national defense loans were
subject to the same restrictions and limitations as other loans. How-
ever, in an act approved June 11, 1942, it was provided that national
defense loans or security purchases could be authorized to any busi-
ness enterprise (rather than to corporations exclusively), and that
such loans and security purchases could be made under such terms
and conditions and with such maturities as RFC might determine.

Table BE-1 in appendix C is 2 summary by quarter-year periods of
the 63,517 ‘loans authorized to business enterprises. The amount au-
thorized in these loans was $5,153,204815, and disbursements
amounted to $2,637,329,690 through September 28, 1953, when the
Corporation’s lending authority was terminated.

Types of Business Loans

The loans made by RFC to business enterprises were authorized
under several different legislative authorities, and were of three prin-
cipal types.—fhrect loans, immediate participation loans, and de-
ferred participation loans. Direct loans were authorized, disbursed,
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and serviced by RFC. Immediate participation loans were those
made in cooperation with financial institutions, wherein part of a
loan was disbursed by RFC and the balance by the participating insti-
tution. In some instances, the RFC disbursed the entire amount of
the loan and immediately sold part of the loan to the participating
institution; in the other immediate participation loans, the entire
amount of the loan was disbursed by the participating institution with
RFC purchasing an agreed-upon part of the loan at the time of dis-
bursement. Immediate participation loans were serviced either by
RFC or by the participating institutions as provided in the participa-
tion agreements. In general, sales of participations were serviced
by RFC and purchases of participations by the participating institu-
tions. Deferred participation loans were disbursed and serviced by
banks and other financial institutions with an agreement with RFC
under which the Corporation agreed to purchase a stated portion of
the outstanding loan upon the request of the institution making the
loan.

In a limited number of cases, loans made to business enterprises by
RFC took the form of purchases of capital stock and other obligations
issued by business concerns.

Prior to June 19, 1934, when the act giving RFC authority to make
direct loans to business enterprises was approved, the Corporation
had made loans to banks and mortgage loan companies in which
the loan proceeds were to be reloaned to specific business concerns.
Loans of this type made to banks amounted to $167,500, and those to
mortgage loan companies $16,422.275. In some statistical presenta-
tions of RF(’s activities, these have been considered as business loans.
However, in this report, they are included with loans made to banks
or mortgage loan companies.

The RFC Mortgage Company, a subsidiary of RFC 9rganized
March 14, 1935, was engaged primarily in buying and selling mort-
gages on residential properties which were either insured by FHA
or guaranteed by the Veterans’ Administration. However, there were
4,182 authorizations, amounting to $173,016,510, for the purchase of
mortgages which were not so insured or guaranteed. Most of these
were mortgages on commercial or industrial property. The RFC
Mortgage Company was merged with the RFC effective June 30,
1947. Beginning at that time, the outstanding uninsured mortgages,
amounting to $7,081,564, were classified as business loans in the
Corporation’s statistics. The statistics used in this report have been
adjusted so as to include these uninsured mortgages with business
loans,

Prior to June 30, 1947, the RFC’s business loan statistics treated
participation loans (both immediate and deferred) in a manner differ-
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ent from that followed in subsequent periods. During the earlier
period, sales of participations were treated as direct loans, and pur-
chases of participations grouped with deferred participations. Be-
ginning July 1, 1947, both types of immediate participations were
grouped in a single class, with direct loans and deferred participa-
tions each making up separate groups.

With the qualifications noted above, the loans made by RFC to
business enterprises are summarized by general type as follows:

Number Authorized Disbursed
Loans under authorities other than national defense. .. 52,932 |  $3.300,845,049 $1,718, 642,480
Direct loans and sales of partieipations (thro
June 30, 1047) ueh 14,041 797,072, 135 554, 508, 269
Deferred L{articipations and purchases of participa-
tions (through June 30, 147)... . oooeoolneoneoiann 16,355 684,167, 370 33,078, 651
Mining loans (throngh Yune 80, 1047)..... ..o 352 659, 800 10, 118, 109
Loans to the fishing industry (through June 30, 1947). 700 719, 678

27 ), 3
Direct Joans (July 1, 1947-Sept. 28, 1953) ..o aecuo-. 11,333 1,1 250 819, 545, 186
Immediate participation loans (uly 12 1847-Sept. ’ 142,836, o

28,1 047 216,512, 534 152, 891, 528
Deferred_participation loans (Jaly 1, 1947-Sept, N 5512
’ b 5, 505 265, 771, 750 48, 386, 291
Direet mortgage loans classified as business Joans. .- 4,182 173,016, 510 99, 3%4, 772
Loans under national defense suthorities (June 25,
1940-June 30, 1947 10,585 1, 852,448,766 918,687,210
Direct loans and sales of participations.........._... 839, 059, 796
Deferred participations al:):in pm?chases of participa- 430 1, 3, 473, 760 c
Secig;'i;y Purchases for Automobile Financin % igaz 382,02, ?sg om0
Loans and Purchases of Rationed Articles and Gor-” 132,143, 10 "'"""ml;;;;;
Contract Settlement Loans 3 6736 7%: ?og', :ls% & 46,100

Total.

63, 517 5,153,204, 815 2, 637, 329, 690

Loans Under the Authority of Section 5d of the RFC Act

_ The basic business loan authority for RFC was contained in sec-
tion 5d which was added to the RFC Act by the amendments ap-
Proved June 19, 1934. With some modifications, this authority con-
tinued until June 30, 1947, when the RFC Act was rewritten and the
business loan authority continued in the new section 4(a). To June
30, 19%7, there were 30,775 business loans approved under the 5d
auth'onty. These amounted to $1,502,709,005. This activity is sum-
marized by quarters in table BE-2 in Appendix C. The loans in-

cluded are as follows:
Number Authorized Disbursed
Direct loans (Includ! al
D%‘:ffgﬁsmnmpaulgf Toans ang pumeae | oM} swn,om13 $554, 608,260
s 1
to the mining industry... ... - 16,308 O 505, 509 iR i
Loans to the fshing industey-—.-- .71 72" % %0 3o, 100 o i
Total. . . 0,715] 1,602 700, 005 508, 424, T04
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Direct Loans and Sales of Participations

Although somewhat fewer in number than participation loans, direct
loans accounted for the greater part of the dollar volume of authoriza-
tions and disbursements to business enterprises from 1934 to 1947,
when business loans were being made under the authority of section
5(d) of the RFC Act, as amended. For this period, the data shown
for direct loans include 772 loans in which RFC authorized and dis-
bursed the entire amount of the loans, with portions of the disbursed
loans sold to banks, usually at the time of disbursement. The amount
authorized to be sold to banks in the case of the 772 loans totaled
$22,177,601. The data do not include 22 instances in which loans made
by RFC were later sold to banks with RFC agreeing to repurchase a
part of the loan upon request of the purchasing bank. The amount
which RFC agreed to repurchase in these 22 cases was $3,546,800.
For the most part, the loans sold with a repurchase agreement during
this period had originally been made in participation with banks, and
the banks purchased RFC’s participation. Some statistical data re-
leased by RFC did include the loans sold with a repurchase agreement
as additional authorizations. However, since the borrowers received
no additional funds, and because the transactions were in the nature of
modifications of the original loans, to include them as additional au-
thorizations is to duplicate part of the original transactions.

During the defense and war periods beginning in 1940, certain loans
authorized under the authority of section 5(d) were administratively
determined to be “national defense” loans. The amount authorized in
such loans was $59,691,096. The basis on which certain loans made
under section 5(d) during the defense and war periods were classified
as “national defense” loans cannot be specifically ascertained.. How-
ever, the decline in the volume of 5(d) loans during this time 1s appar-
ent, and it is likely that, because of the credit and economic controls
then in effect, most 5(d) loans authorized could have been classed as
“national defense” loans in a somewhat broader frame of reference.

Beginning with the Servicemen’s Readjustment Act, the RFC
authorized loans to veterans with the guaranty of the Vetf?rans’
Administration. These loans were made under the basic authorlty of
section 5(d). To June 30, 1947, the RFC auth9ﬁzeq 8,625 direct
loans guaranteed by VA. The amount authorized in th.ese was
$14,590,075, and $8,692,829 was disbursed. The Corporation also
authorized 170 direct loans to veterans which were not guaranteed by
VA. The amount authorized in these was $1,591,489, and disburse-
ments amounted to $918,689. .

The quarterly activity in direct business loans authorized upder sec-
tion 5(d) of the RFC Act is shown in table BE-3 in appendix C.
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Participation Loans

A total of 16,355 participation loans to business enterprises were
authorized under section 5(d) of the RFC Act. The composition of

these was as follows :
Authorized
Disbursed by
RFC
RFOQ’s share Bank'’s share

Purchases of participations (Immediate).......... $27,'787, 448 $12, 258, 507 $17,277, 242
Deferred particlpations. .. ooooeeeee ool 656, 370, 922 254, 376, 256 16, 801, 400

Total 684,167,370 266, 634, 763 33,078,851

Although “agreements to purchase participations” (deferred par-
ticipations) in loans to business enterprises were authorized by RFC
over a long period of years, about three-fourths of the total authori-
zations were made in the 2 years following the end of World War
II. (See table BE~4 in app. C.) The concentration of deferred
participation loans in this period was brought about by the Blanket
Participation Agreement Program which was undertaken at that time.

As with direct loans, some of the participation loans authorized
d.uring the national defense and war periods were classified as “na-
tional defense” loans, and a few were made to veterans without the
guaranty of the Veterans’ Administration. Purchases of participa-
tions and deferred participations classed as for “national defense”
were authorized in the amount of $10,133,119, with disbursements of
$432,017. Participation loans authorized to veterans totaled $301,328,
but no funds were disbursed by RFC on these.

Through June 30, 1947, disbursements by RFC on deferred partici-
pation logns amounted to about 214 percent of the total authorized.
Qancellathm in the case of deferred participation loans show a much
higher ratio to authorizations than do direct loans because repay-
ments to banks on loans disbursed by them canceled a proportionate
part of RFC’s commitments to take up these loans,

Blanket Participation Agreements

In. MarcI} 1945, in & move announced as designed to make credit
readily available during the reconversion period, the RFC organized
what was known as the “Blanket Participation Program.” Under this
program, the Corporation executed agreements with interested banks
which provided for RFC.automatically to take a deferred partici-
pation of up to 75 percent, when so requested by the banks, in any
loans made by the banks to business enterprises. Initially, a limit of
$250,QOO was placed on the aggregate amount which could be out-
standing to any one borrower, but in June of 1946 this limitation
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was increased to $350,000. For the protection, or insurance, provided
by RF(C’s agreement to take up its shares of the loans upon request
by the banks, the banks paid RFC a fee ranging from one-half to
three-fourths of 1 percent, depending upon the percentages covered
by the Corporation’s commitments.

The first loans under the BPA program were made in April 1945,
and the program remained in effect until January 22, 1947, when it
expired in accordance with original plans. Additional amounts were
authorized after expiration of the plan, however, due to the revolving
nature of some of the loans. The table below shows quarterly activity
under the BPA program from the beginning through 1951. A total
of 11,073 loans were authorized under the program, and RFC’s share
of the total amount committed was $388,664,044. Including amounts
taken by banks, total authorizations were $535 million. Thus, RFC’s
share of the total amount made available to business enterprises under
the program was 72.6 percent.

Loans to Business Enterprises Under Blanket Participation Agreements

Authorized Repayntents
Year and Canceled or Disbursed and other Outstanding
quarter withdrawn reductions
Number Amount
igg §§’ %74(1" gtlig 1,270, gég
835 22, 379, 083 4,649, 268 $i6, 341 $16, 3l
1,204 43,105, 602 119, 542 18,000 $11,252 2,
2,855 97, 866, 035 2& 677, 844 199, 450 6, 785 215, 754
1,767 63, 766, 584 17, 685, 420 606, 527 46,968 775,313
2,722 £9, 850, 203 27,651,372 8,158,018 624,347 3,308,
607, 056 2,817,110 305,313 5,530, 781
e 3%,%?13% ggﬁ 505, 621 2, 441,203 750, 560 7,101, 424
13 1,446,679 19, 167, 964 2,344, 547 612,473 8,923, 488
3 1,309, 040 23,224, 516 2,187,157 1,117,635 0,993, 020
000, 000 1,250, 10, 743, 020
7&'% }g%’% 2: 390, 02 1,845,300 11,288,132
100,000 13,000, 000 2,863, 116 1,144, 187 13,007, 061
, 000 11,000, 000 1,180, 126 1,144, 187 13, 043, 000
1,839, 862 2,044, 862 838,
.......... ;2?; &l;? 9,; m @ 1,195, 543 1,568, 576 164,96
477,785 7,489, 728 077,217 045, 470 12, 106, 714
707, 981 7,827,177 776,853 1,200, 907 11, 763, 460
570,069 1,306,485 10, 937, 044
%ﬁﬁ &%% 59,718 1,825, 456 9, 710, 308
S RN I 187, 353 5,082,102 474,633 1,380, 488 8, 373.;;. 451
4th. 3,750 4,721,384 424,482 828,127 "
1951
t 159,477 1,194,902 7,356, 381
2 %% gﬁ ?&li i 376, 188 1,183,872 €, 549,207
ad 5, 850 2, 640, 007 p4, 003 875,226 6,068, 074
th. 2,708,183 51,367 545, 469 8,573,042
Total...| 11,073 | 385,664,044 | 341,627,770 29, 561, 409 23,087, 467 5,573,042
505257—59-——-6 71
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Bank disbursements on BPA loans totaled almost $500 million,
and RF(’s agreed participation was $360 million. Requests by banks
for RFC to take up its share of disbursed loans aggregated about
$30 million, of which about $4 million was charged off by RFC as
uncollectible.

In a study made as of April 15, 1946, it was shown that about 21
percent of the Nation’s banks entered into blanket participation
agreements with RFC. About 2,400 banks actually made loans under
the program. The table below shows the number of banks in each
State and the number which had signed BPA agreements, as of April

15, 1946,
Total Banks Total Banks
State number | with BPA State number | with BPA
of banks of banks
ments ments
216 86 8 5
11 10 107 10
212 85 || New Jersey... 370 114
113 81 || New Mexico._ 41 16
139 4 821 219
108 20 228 47
3 1 80 5
170 56 380 116
306 136 70 14
48 1 1,020 108
850 176 31
492 109 109 3
846 166 7
613 51 293 95
842 184
151 28 57 2
95 13 79 6
180 3 314 o4
817 19 123 “
424 131 178 7
678 137 557 102
202 21 56 10
m » o
23 5 3
410 157 14 !

Th? Blanket Participation Program was a wide departure from the
practices followed by RFC incident to the authorization of direct and
regular deferred participation loans in that the RFC relied entirely
upon banks for an opinion of a borrower’s creditworthiness, and made
no independent investigation of any sort. The agreements between
RFC and the cooperating banks did contain provisions designed to
prevent abuse of the program by banks, and in a small number of
instances the Corporation did refuse to take up its participation when

so requested by banks because of imprudent actions by the banks
resulting in violations of the agreements.

Small Loan Participation Program

After the BPA program was terminated, the Corporation continued
to make.deferred. participation loans to small business on a more-or-less
streamlined basis. Under the Small Loan Participation Program,
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which succeeded the BPA -program, banks continued to request RFC’s
participation in loans of $100,000 or less, but RFC approved each re-
quest individually, and participation was.not automatic as was the
case under the BPA program.

There was no fixed expiration date for the SLP program, and in-
sofar as can be determined, it was continued throughout the calendar
year 1951. The table below is a quarterly distribution of activity

under the SLP program:
Small Loan Participation (SLP) Program
Authorized Repayments
Year and Canceled or Disbursed and other Qutstanding
quarter withdrawn reductlons
Number Amount
540] 13,060,855 $114, 085

1,000 , 279, 3,220, 692 $166, 130 $1,866 $164, 284
784 17, 525, 045 4,256, 552, 169 8,680 707, 744
647 15, 858, 891 8, 565, 669, 201 , 385 1,283,650
550 13,700, 000 9, 503, 051 600, 000 186, 615 1,727,035
378 g:ooo,ooo 10, 000, 000 700, 000 163,091 2,263, 044
230 b, 642, 490 , 500, 1,849,383 719,327 3,304,000
164 4, 000, 000 7,200, 000 781, 505 , 505 4, 050, 000
250 000 608, 075 1,218, 307 715,397 4, 553,000
a2 %?‘1’3}141 g,’sas,m 328,713 786, 548 4, 505,185
242 6, 015, 026 6,118,533 , 1 £51,808 4.328, %

233 5,044,131 6, 518, 007 484, 414 442, 576 4,870,
, 910, 888 467,485 608, 216 4,449,482
ﬂ 6.%04,572 &?ﬁm 627,028 905, 021 4, 170,
172 3,719, 155 5,878, 119 772,218 542, 640 4.400,

-] > 250, 5,102,734 797,353 562, 088 4,634,
037,025 814, 430 320, 800 873,636 4, 687,601
g 31422,737 :’,43;:295 780, 822 698, 770 "409’;3
17 413, 389 3,200,025 200, 000 460, 000 4.1 743

13 3521 3, 819, 007 210, 996 486, 125 4,134,
Total.....| 6,328 161,328,284 | 115,513,177 12,617, 807 8,463,103 4,134,614

The outstanding indebtedness of any borrower ari§ing under the
SLP program could not exceed $100,000, and the total indebtedness of
the borrower under all REC loans and participations could not exceed
$350,000.

Mining Loqng

The act approved June 19, 1934, contained in additiog to the basic
business loan authority a separate section which a.uthon.zed the Cor-
poration to make loans to recognized and estalzhshed n.xcc.)rporaFed
agencies, individuals, and partnerships engaged in the mining, mill-
ing, or smelting of ores. The loans were to be l_nade upon adequate
security, based on mineral acreage. This authority remained unused
until the section was amended by the act approved January 31, 1935.
In this amendment, “adequate security” was changed to “sufficient
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gecurity” and the reference to mineral acreage eliminated. Further,
the Corporation was authorized to make loans to individuals, partner-
ships, and corporations engaged in the development of mineral bodies
and deposits containing gold, silver, or tin when there was sufficient
reason to believe that ore was present in quantities which would per-
mit profitable mining operations. The aggregate amount which could
be loaned for development purposes was limited to $10 million, and not
more than $20,000 could be loaned to any one borrower.

In an act approved September 16, 1940, the section relating to min-
ing loans was amended to cover the development of any critical or stra-
tegic mineral which, in the opinion of the Corporation, would be of
value to the country in time of war. In this amendment the limitation
of amounts for any one borrower was increased to $40,000.

Authority to make mining loans continued without further change
until June 30, 1947, at which time section 4(a) was added to the RFC
Act and the separate authority for mining loans was removed.

The Corporation authorized a total of 352 mining loans to 279
borrowers. The amount authorized was $20,659,800, and disburse-
ments amounted to $10,118,109 through June 30, 1947.

The amounts authorized and disbursed according to type of loan

were as follows:
Number of Amount Amount
anthorl- authorized disbursed
zations
Development loans
276 §28,800
Other loans 76 $4 boa %0 35 58,300

Quarterly activity for mining loans is shown in table BE-5 in
appendix C.

Loans to Fishing Industry

The act approved June 19, 1984, which contained RF(’s basic busi-
ness.loan suthority, also contained, in a separate section, specific au-
thority to make loans to the fishing industry under the same terms
and conditions as other business loans, These “fishing industry” loans
were for the purpose of financing the production, storage, handling,
packing, processing, carrying, and orderly marketing of fish and
fish products from American fisheries,
thThe loa{ls to the ﬁsh:m_g industry were not specifically mentioned in

e extension of the business loan authority approved April 13, 1938.
However, loans to commercial fishing enterprises could continue to
be made under the basic authority.

Under the act approved June 19, 1934, the Corporation authorized
a total of 27 fishing loans amounting to $809,700. Disbursements on
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these amounted to $719,675. Of the total amount disbursed, all was
repaid except $10,780 charged off as uncollectable.

Table BE-6 in appendix C shows quarterly distribution of activity
for loans made to the fishing industry. Such loans were made in

eight States as follows:
Number | Amount | Amount Number | Amount { Amount
of author- | authorized | disbursed of author- | authorized | disbursed
izations {zations
Florida..eeee.-- 12 $57,100 $12,200 || South Carolina. 1 $22,000 $22, 000
Georgia......... 4 76, 500 3% 375 || Virginia. ... 1 42, 500 42, 500
alne. ... .. 2 600 600 || Washington.....| 2 57,000 67,000
Massachusetts. 3 29, 000 29, 000
Oregon......... 2 525, 000 525, 000 Total..oacoma 2 809, 700 710, 675

Business Loans for National Defense

By an act approved June 25, 1940, a new paragraph was added to
the business loan authority of the RFC Act. The purpose of the
added powers given to the Corporation was “to aid the Government
of the United States in its national-defense program,” and RFC was
authorized to make loans to or purchase the capital stock of any cor-
poration for the purpose of (a) producing, acquiring, and carrying
strategic and critical materials, and (%) plant construction, expan-
sion, and equipment, and working capital to be used in the manufac-
ture of equipment and supplies necessary to the national defense.
Purchases of capital stock for these purposes were to be made at the
request of the Federal Loan Administrator and with the approval
of the President. Loans, however, could be made upon such terms
and conditions and with such maturities as the Corporation might
determine. Thus, for the purposes of national defense, loans.could
be made to business enterprises without the requirements rfalatmg‘to
unavailability of private credit and sound value of security which
applied to business loans made for purposes other than national
defense.

The authority to make business loans for national defense purposes
was modified by an act approved June 11, 1942, which extended e11g1’-,
bility to “any business enterprise” rather than “any corporation.
This act also authorized the War and Navy Departments to guaran-
tee any loans made by RFC for national defense purposes. The
national defense business loan authority continued until June 30, 1047,
when the entire RFC Act was rewritten and the provisions relating
to national defense loans eliminated.

The RFC authorized a total of 10,585 business loans under
the national defense authority. The amount authori.ze.d was
$1,852,448,766, and disbursements were $918,687,210. Activity was
greatest during 1942 and 1943. (See table BE-7 in app. C.)
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The various types of loans and other authorizations made by RFC
under the authority provided by the act approved June 25, 1940, are

summarized below:
Authorized
Disbursed
Number Amount
Direct loans (including sales of participations and stock
Pmn";:;llsam)r e et vatisinati 4,301 $1, 261, 473, 769 $839, 059,706
urchases of participations an erre! on
loans. p pa par P 2 362 382, 071, 384 17. 422, 595
Becurity purchastes—auto finaneing._ .. _______ 153 132,143,106 |occamecccimmmanas
Loans on and purchases of rationed articles and com-
moditles. 3,678 75, 852, 157 62,158,719
Contract settlement loans, 6 1,108,350 46,100
Total 10, 885 1,852, 448,766 918, 687,210

Direct Loans

Approxzimately two-thirds of the dollar volume of authorizations
made to business enterprises under the national defense authority
were in the form of direct loans. There were 4,391 authorizations
made for direct loans in amounts totaling $1,261,487,769; disburse-
ments on these were $839,059,796, accounting for about 90 percent of
all national defense disbursements by RFC for loans to business enter-
prises. Quarterly activity in direct national defense loans to busi-
ness enterprises is shown in table BE-8 in appendix C.

Included in the direct national defense loans are 176 loans made to
15 borrowers in connection with subsidies paid to meat and butter pro-
flucers by Defense Supplies Corporation. These loans were temporary
In nature, and were made in cases where DSC, for one reason or an-
other, held up payments to the producers. The loans made by RFC
were repaid from the subsidy payments ultimately disbursed by DSC-
The amounts of the subsidy loans included are as follows:

Number of| Numberof|  Amonné
authoriza. | borrowers suthorized
tlons
Meat.
Butter. 1g g s 113338:5%
Total 176 15 2,082, 497
e

All amounts authorized for subsidy loans were disbursed, and all were
repaid in full.
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‘Participation Loans

Under the national defense authority of the act approved June 25,
1940, the RFC authorized 2,362 loans in participation with banks and
other financial institutions. Most of these were deferred participa-
tion loans, as shown in the following table:

Amount authorized
Total
RFC share Banks’ share
Immediate participations, $12, 652, 167 $12, 439, 040 $25,092,118
Deferred palr) ticip 9 y 365: 413: 27 107, 002, 037 476,421,254
Total 382, 071, 384 116, 441, 986 501, 513,370

Quarterly activity for participation loans authorized under the na-
tional defense authority is shown in table BE-9 in appendix C.

Rationed Atticles and Commodities

When stringent controls were placed on the sale of rationed goods
following Pearl Harbor, the RFC undertook a program for the relief
of those whose funds were tied up in inventories of restricted items.
The Corporation made loans secured by inventories of rationed
articles, or purchased such inventories outright and resold them to
qualified buyers.

A total of 2,843 loans were authorized on rationed articles. The
amount authonzed was $67,766,130, and disbursements were $57,024,-
534. The types of commodities on which loans were made were as

follows:
Authorized Disb
Number Amount

620 523,402 $56, 080, 583
33%%“ 2 5, 515, 356 41,318
ires 40 264,752 156,332
Typewrlters, 34 a1, 7 13&%
g P, gas equipmem . ;g e %m.g%
Commerelal refﬂgemnon a0 Sir CODAIOMING - smermne n lzi o 02: 3
Dakery equipmen 1 L
Total 2,843 67, 766,130 67,024, 533

Of the $57,024,533 disbursed, $56,918,209 was repaid and $106,324
charged off as uncollectible.
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The Corporation also made 830 authorizations for the purchase of
rationed articles, as follows:

Authorized
Disbursed
Number Amount
Automobiles 208 $6, 161, 706 $3,494, 269
Ranges. 4 11,359
Oil burners and equipment. 428 1, 370,238 1,311,448
QGas burners and equipment. 84 245, 089 '
Typewriters 1 5,140 5,
Commercial afr conditioning and refrigeration_... ... 8 72,953 71,083
Fluorescent lighting 7 19,452 19,452
Total. 830 7,886, 027 6,134,185

The articles purchased by RFC were sold for $4,972,629, leaving
2, loss of $161,556.

Quarterly activity for loans on and purchases of rationed articles
and commodities is shown in table BE-10 in appendix C.

Security Purchases—A utomobile Financing

Related to the financing of inventories of rationed articles were
the authorizations made by RFC to banks and commercial credit
companies who had provided financing for automobile dealers whose
Inventories were frozen. The Corporation authorized the purchase
of notes and other obligations held by these financing agencies in the
amount of $132,143,106. These authorizations were never disbursed,
however, and served more or less as an umbrella during a critical
period. Quarterly activity in the authorization of security purchases
for automobile financing is shown in table BE-11 in appendix C.

Contract Settlement Loans

The Contract Settlement Act of 1944, approved July 1, 1944, desig-
nated RFC as a contracting agency for the purposes of that act.
As such, tl.le Corporation was authorized to make, guarantee, or
participate in loans made to war contractors whose contracts had been
terminated and were in process of settlement.

T!us lending authority was but Httle utilized by the RFC. A total
of six loans, amounting to $1,108,350, were authorized under the pro-
visions of this act. . Four of the authorizations, amounting to
$1,046,100, were for direct loans on which only $46,100 was disbursed.
The other two authorizations were deferred pa.r’ticipation loans in
which RFC’s share was $62,250, The RFC disbursed no funds on
these deferred participation loans. Lending activity under the
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authority of the Contract Settlement Act of 1944 is summarized in
table BE-12 in appendix C.

Business Loans Made Subsequent to June 30, 1947

Prior to June 30, 1947, the business loans made by RFC were
suthorized under the basic authority of section 5d of the RFC Act,
or, for national defense loans, under the provisions of the act ap-
proved June 25, 1940.

The lending authorities of RFC were completely rewritten in the
act approved June 30, 1947, and the authorities to make loans to
business enterprises were substantially modified. This new act
authorized RFC to “purchase the obligations of and to make loans to
any business enterprise organized or operating under the laws of any
State or the United States.” It was further provided that no finan-
cial assistance could be extended by RFC if such assistance was
otherwise available on reasonable terms, and all securities and obliga-
tions purchased and all loans made were required to be “of such
sound value or so secured as reasonably to assure retirement or re-
payment.” The Corporation was authorized to make business loans
“either directly or in cooperation with banks or other lending insti-
tutions through agreements to participate or by the purchase of par-
ticipations, or otherwise.”

From July 1, 1947, to September 28, 1953, when the Corporation’s
authority to make loans was terminated by the provisions of the RFC
Liquidation Act, the Corporation authorized 17,975 business loans
amounting to $1,625,120,534, as follows:

Amount
Number Authorized
(RFQ share)
P u) s
mm participation loans »
Deferred partlclpaxt’lon Toans 5,595 285, 771, 750
Total 17,976 1,625, 120, 534

Quarterly activity in business loans for periods subsequent to June
80, 1947, is shown in appendix C in table BE-13 for direct loans, table
BE-14 for immediate participation loans, and table BE-15 for
deferred participation loans.

Housing Loans
To aid housing production, the Housing Act of 1948 authorized

RFC to make loans to or purchase the obligations of any business
enterprise for the production of prefabricated houses, prefabricated
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housing components, or for large-scale, modernized site construction.
These loans could be made upon such terms and conditions as the
Corporation might determine, and the aggregate amount of these
loans which could be outstanding at any one time was limited to
$50 million.

Under the authority of section 102 of the Housing Act of 1948, the
RFC authorized a total of 35 loans amounting to $42,864,451. Of
these, three loans in which RFC’s share was $2,885,000 were made in
participation with banks on an immediate basis, and one was a deferred
participation in which RFC’s commitment was $170,000.

Included in the direct loans are five loans totaling $12 miilion made
to the Lustron Corp. In addition to the loans made to Lustron under
the authority of the Housing Act, there was a loan of $15,500,000 made
under the national defense lending authority (sec. 5d(2)) of the act
approved June 25, 1940, and a loan of $10 million made under the
business loan authority (sec. 4(a) (1)) of the revised RFC Act. Fore-
closure proceedings against Lustron were authorized on February 14,
1950, at which time the unpaid principal balance due on all of the
Lustron loans totaled $36,466,273, of which $28,867,354 was
subsequently charged off.

Both before and after the effective date of the lending authority
contained in the Housing Act of 1948, the RFC had made loans to
manufacturers of prefabricated housing and prefabricated housing
components, as well as loans to supply interim financing for housing
construction. Under the authority of section 4(a) (1) of the RFC
Act, 25 amended effective July 1, 1948, the Corporation authorized
a total of 84 housing loans amounting to $70,230,911. Other housing
loan§ had previously been authorized under the national defense
lending authority of the act approved June 25, 1940. Reorganization
Plan. No. 23 of 1950, effective. September 6, 1950, transferred to the
Housing and Home Finance Administrator all functions of RFC re-
lavted.to financing predominantly for the production, manufacture,
dIStnb“Plon, sale, purchase, or erection of prefabricated housing and
prefabricated housing components. The outstanding loans and com-
mitments mé}de by RFC for the purposes stated were also transferred
to the Housing and Home Finance Administrator. Pursuant to the

provia?ions of Reorganization Plan No. 23 of 1950, 136 loans and
commitments were transferred as follows:
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Londing authority
RFO Act
Natfonal Total
Housing Act
Bec. 5(d)(2) Sec. 4(a)(1)
Undisbursed commitments:
Direct loans $5, 775, 400 $8, 303, 815 $14, 079, 215
Immediate participation. 250,203 1,403, 365 , 653,
Deferred participation._ 120,478 120,478
6, 025, 603 9,827,658 15, 883, 351
Outstanding loans:
Direct 1,928, 050 709,076 15,432,936 18, 070, 062
Immediate participation. . 322,127 1, 250, 395 1,572, 522
Total loans 1,928, 050 1,031,203 16, 683, 331 19, 642, 584
Total loans and commitments. ... 1, 928, 050 7, 056, 896 26, 510, 989 85, 405,035

Direct Mortgage Loans

During its existence, from March 14, 1935, to June 30, 1947, the
RFC Mortgage Company authorized 4,182 direct loans on income
producing properties. These loans, amounting to $178,016,510, were
secured by mortgages on the properties financed. A total of $99,394,772
was disbursed on these loans, of which $7,081,564 was unpaid on
June 80, 1947, when the RFC Mortgage Company was merged with
its parent corporation.

Prior to the time of the merger, the loans made by the RFC Mortgage
Company were not regarded as “business loans” in any of the statistical
material prepared by the Corporation. However, after the merger,
such of the direct mortgages as were then outstanding were included
with outstanding business loans. The statistical data on quarterly
activity for business loans included in this report have been adjusted
to include these outstanding direct mortgage loans.

Approximately one-half of all direct mortgage loans made by the
RFC Mortgage Company were authorized during the first 2 years of
RFC-MC’s existence. Only 55 of the loans, authorized in the amount
of $12,100,413, were approved in periods subsequent to June 30, 1944.

Industry Classification of Business Loans

Virtually every kind of business endeavor was represented among
the loans made by RFC to business enterprises. Among izhe .few
exceptions were newspapers, radio stations, and other communications
media which were excluded as a matter of policy.
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Throughout the Corporation’s existence, there were many changes
in the emphases placed upon the statistical data collected with respect
to lending operations. It is probably for this reason that there is not
available a summary by industrial classification of the loans made by
RFC to business enterprises.

In order to close part of this gap in the information related to the
Corporation’s lending, there are given below industrial classifications
of loans authorized during three representative periods. The first of
these covers all business loans authorized through December 81, 1941,
as follows:

Number of | Amount suthor-
business ized
concerns

Manufacturing—total 4,347 $347, 462,046
Food and kindred products. 805 40,889, 135
Tob 3 " 188, 000
Textiles and their product : 616 71, 662, 606
Lumber and timbeurnﬂ ucts. 780 63, 465, 827
Paper and allied products 121 36, 179, 245
Printing and allied industries_ - 273 6, 336, 957
Chemicals and allied products 196 10, 467,128
Products o&l)etroleum, coal, and natural gas, 24 2, 602,
Rabber products. 30 2,187,950
Leather and leather products o 8, 805, 235
PR AT o B Re

and their products (except machinery) ... 304
Transportation eqmpme%i_ \ ..w pt machitery)-..-.----oooooceoo ??3 832; 078:993
Nt;%lﬁr;:ru; metals and their products_ . 104 4, 23{" %
Miscellaneous manufacturing . ?8; 2%: ﬂﬁ: 478

Nonmanufacturing—total. . 3,771 135,528, 680
Agriculture, forestry, and fishing.

Miio and ety and fabiag. ... ml RE
Construction. __ 124 3,310, 644
Wholesale trade 583 19, 054,122
getan trade . 1,137 14, 638, 851
ervices, including transportation and other GHIlHes. -...ooooooo oo 1,516 72,807,733
Grand total . 8,124 483,420, 720

Most of the business loans authorized by RFC during defense and
war periods were to assist in financing the acquisition of plant fa-
cilities. The table below shows the loans authorized by RFC for

;ngzlgufactuﬁng plant and equipment from June 25, 1940, to June 30,
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Amount Amount
suthorized authorized
Baslc materials: Mllitary Equipment and Su
Aluminum, including fabrlca- plies—Continued >
tion - sg‘g, 885,0' % adg)l am% communications 842,740, 616
3 6qUIPMeNt ... e ccomocaaae
39, 980, 384 Shipbnilding, and vessel com-
Hemp. 168, 750 ponents. 135, 040, 445
Jewel bearings and diamond ~——————
dies 60, 200 Total, milltary equipment
Magnestum, including fabriea- and supplies_ _c.ooe ... 869, 700, 265
tions 29,292, 265 —————
Minerals
Steel and pigiron_ _..ooeooo ... 22,744, 657
Bynthetic rubber_ ... % ;l%;
‘Total, basic materials. 13,782, 475
Machinery...-.. 28, 245,
Militery equipment and supplies: Miscellaneous metal products. 13,625,112
Aircrgt, alrcraft engines, and 308, 582, 402 Stone, clay, and glass products. . 198, 41
par
Medical supplies 508, Total, other produets. ... 155, 936, 008
Motor vehicles and parts |
A0CO_ o eeeooaeee Grand total. . oooaeo e | 1,402,961, 584
Packing boxes.....ooceueeeoceen

The third table shows the number of business loans authorized, by
industry classification, during the peried from January 1, 1950,
through February 28,1953, as follows:

Number | Amount
Nonmanufacturing industries:
Poultry farms, greenhouses, crop specialities, forestry, fisherles, etc. . coa-n-.. 158 $7,110
Mintng. 14 171,621
Construction 424 653
Wholesale and retail trade 1445 o
Finance, insurance, and real estate 3 a8
'S}‘:al:spomuon, communication, and other pugﬁlc mm?”i{ﬁé"'}ﬁfe‘é]ﬁi’a’l" an 32,800
gdo%st.hgrersonal, business, recreational, public, semipublic,, D! y 01 28,34
3,52 361, 085
Manufacturing industries:
Ordnance and accessories ‘2§ (1!32: 6315!?
Food and kindred products, 724 363
Textile mill products lu % 421
Apparel and other products msde from fabrics. 225 33’ 142
Lumber and timber basic products 184 12,572
ture and finished Jumber products. 44 14,016
Pay tll.:;d alll,ied prod ‘:1 Ilied industries 116 4,673
ublishing, and allie S,
Chemics)s and allied products l% z:: %tll
Iﬁx:g;zects of Petrtgleum, coal, and natural gas 25 1,043
T D

Leather and leather products. 2%45 25,1' gg
Stone, clay, and glass products 380 198, 387
Iron and steel and their products eemet 137 61, 500
tion equipment (except autom 115 10,063
Nonferrous metals and their p cts 168 37, 509
Electrical machinery 501 3368
achinery (except el ) 52 13, 480
Automobiles and sutomobile equipnrent 147 14,116

Miscellaneous manufacturing industries.
3,600 630, 175
Total 7,148 902, 130
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Geographic Distribution of Business Loans

The RFC authorized loans of one kind or another to business con-
cerns in each of the States, the Territories and possessions, and in

Canada.

The two loans made to Canadian concerns were authorized

under the national defense lending authority which did not limit
business loans to domestic enterprises as did the other business loan

authorities.

The table below is a distribution of the number and amount of
business loans authorized by RFC, by State and type of loan:

Direct loans and im- | Deferred participations Total
mediate participations
Btates
Number | Amount | Number| Amount Number{ Amount
AlsbBME. oo oo e 698 | $30,227, 157 072 | $43,441,002 1,670 |  $73, 669,149
Arizona 362 | 16,667,136 343 | 10,202, 615 705 | 26,869,751
rkansas 928 , 787 605 | 21,213,401 1,633 | 47,823,218
Callfornia...._ ... ....._.. 1,410 | 410, 607, 581 7871 63,067,671 2,147 | 474,575,252
ColoradO.. e 940 782 408 | 16,843, 4 1,348 40,687,242
Cor 1 300 [ 43,417,245 136 6,021, 510 436 49,438,756
) 42 , 065, 000 8 427, 50 , 402, 800
%lst'réct of Columbif.o-ooo._ 146 | 83,032 370 63 2,763, 271 209 35,705, 641
Florida 1,775 045, 448 | 43,976,340 2,293 | 136,021, 587
e — 1,904 | 70,757,193 1,287 , 228, b5 3,101 | 133,985,748
367 , 799, 156 5, 766, 871 522 14, 566, 508
1,788 | 149,370, 400 1,065 | 43,013, 714 2,853 | 163,203,114
400 | 111,764, 697 635 | 27,486, 935 | 130,251,480
202 6,482, 627 428 | 17,513,528 630 , 996, 1
a87 028, 802 6921 20,029,270 1,079 52,058,072
647 703, 433 439 | 18,076,164 1,086 , 779,
246 | 84,076,112 218 9,816, 463 462 93, 892, 675
63 , 884, [ 2,014, 668 159 19, 798,
42 | 92,149, 543 210 | 12,316,889 852 | 104,466,433
1,003 | 121,131,200 283 | 18,200,414 1,286 | 139,331,614
1,520 | 452,848,000 1,231 | 77 664,797 2,760 | 530,512,
44| 19,517,023 553 | 26,818,045 967 48,336,
261 | 15,070,180 324 | 10,181,860 585 25,252,040
815 | 61,502,510 1,088 | 57,082 1,903 | 108,674,802
501 | 14,976, 262 7,273, 390 763 22, 249, 7
200 | 33,832,300 901 | 30,753, 587 1,191 64, 585,
97| 8200772 1 30, 8 8, 230, 772
571 6,569,350 58 3,117,185 115 9,713, 544
810 | 70, 505, 901 639 526, 1,458 | 101,032,287
274 5,825, 794 265 | 14,121,415 539 9, 947, 209
New Yok 2121 | 274,526,086 | 1,401| 70,854,633 | 3,523 | 345,180,719
Nerth Cazolina. 426 | 25,407,073 303 | 22 408 720 | 47,95,
North Dakota........ ... 110 628, 98 | 1,745 261 208 4, 373, 476
033 | 243,101,752 517 | 29,302,045 1,440 | 272,494,697
567 408 | 13,162,242 1,727 720,
340 , 360, 7t 1,201 | 117,381,541
533 | 44039,146| 1,713 393,877
12 330, 702 8 7,015,016
232 | 10,661, 586 423 , 586, t
96 | 1,429,500 187 2,642,757
48,802 825 | 2,78 | 112,805,24
1,776 | 103,647,638 5 450 1,721, 94
172 4, 674, 953 415 12, 752.}&
01 1,331,338 183 , 939, o]
m e m
1 87 3,7 '
143 e:gggjzn "g01| 17,778,549
460 | 18,210,008 843 55, 368, H
1581 5118074 230 8,773'538
90| 4268204 201 | 33,887
f a9 41 S.ﬁ' ;28
d
3, 800 ! 3 1,153,000
2 5,085,000
23,623 |1,288,330,820 | 69, 475 | 4,868, 320,308
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LOANS TO BUSINESS ENTERPRISES

The data in the foregoing table were drawn from a tabulation made
as of March 81, 1954, There are some unreconciled differences be-
tween these data and those used in this report. In the main, the
differences are that the State distribution above does not include loans
on rationed articles and commodities nor security purchases for auto-
mobile financing made under the national defense lending authority
in the act approved June 25, 1940.

Size of Business Loan Authorizations

The table below is a size distribution of the same data making up
the State distribution above. The amounts shown are RF(C’s share
of the loans authorized.

Direct loans and Deferred participations
immediate participations

Nutnber Amount Number Amount
$5,000 or less, 11,028 $29, 630, 483 2,108 $5, 363, 664
$5,001-$10,000 5,789 45, 279, 454 3,826 19, 266, 651
$10,001-$25,000 7,424 130, 617, 683 6,459 82, 709, 687
4,743 181, 802, 146 5,010 136, 839, 622
$50,001-$100,000 3,613 282, 915,218 3,011 222, 392, 609
$100,001-$200,000 1,306 210, 834, 136 1,333 145, 407,043
$200, 001-3500,000. ,127 358,287, 319 1,066 235, 936, 746
$500, 001-$1,000,000 370 270, 189, 762 171 91, 505,773
Over $1,000,000. 362 | 2,070,424,287 159 348,828,028
Total._ 85,852 | 3,570,080,488 | 23,628 | 1,288,339,823
85
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Agricultural Financing Institutions

The original RFC Act (sec. 5) provided specific authority for the
Corporation to make loans, upon such terms and conditions as the
Corporation might determine, to any Federal land bank, joint-stock
land bank, Federal intermediate credit bank, agricultural credit cor-
poration, or livestock credit corporation organized under the laws of
any State or of the United States. The act further provided that all
such loans “shall be fully and adequately secured.” To a great extent,
the loans made by RFC under this authority were to Government or
quasi-Government institutions. However, they differed from the loans
and allocations made to other Government agencies by specific direc-
tion of the Congress, as described beginning on page 151 of this report,
in that the RFC could prescribe the terms and conditions of the loans
and in that security for the loans was required, implying that repay-
ment was expected. In some cases, the starting capital of these agri-
cultural financing institutions was provided by RFC under specific
direction of the Congress, and later needs for funds supplied through
the medium of loans under the authority of section 5 of the RFC Act.

In sections 201 (c) and (d) of the Emergency Relief and Construc-
tion Act of 1932, the RFC was authorized to make such loans as it
might judge necessary to finance the sale of agricultural surpluses in
foreign markets, and to make loans to finance the carrying and ox:derly
marketing of agricultural commodities and livestock produced in the
United States. Also, under section 5, title I, of the.Agncultural
Adjustment Act of 1933, the Corporation was authorized to make
loans to the Secretary of Agriculture for the purpose of acquiring
cotton, )

The loans authorized by RFC to agricultural financing institutions
under the authorities cited above amounted to $2,454,133,430, as

follows:

Authorized Disbursed
T smemmn| smme
Jolut-stock land banks SRl Ao
Federal intermediate credit banks 178, 840, 453 173, 243, 641
Reglonal agricultural credit corporations 6 120, 867 5, 643, 618
Other agricultural credit corporations 14,511,328 12,971, 509

Livestock credit corporations. ' '
Under Emergency Rellef and Oonstruction Act, 1932: 1, 604, 712, 665 767,716, 962
Commodity Oredit Corporation 86, 061, 513 10, 644, 402

e e e masi| o

of P 3
Under the Agticuitural Adjustment Act, 1033 Becrotary of Agriculture..; 23,500,000 3,300,000
Total 2, 454, 133,430 1,452, 502, 107
87
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

The periods in which these loans were authorized and disbursed are
shown in table Ag-1in appendix C.

Federal Land Banks

Beginning in July 1982, and continuing for a period of 2 years, the
RFC made a series of 75 loans to the Federal land banks, one or more
loans being made to each of the 12 banks. By the end of March 1984,
disbursements on these loans had amounted to $198,618,000, all of
which was outstanding on that date. These balances were refinanced
in the second quarter of 1934 in 12 new loans and the banks then
began to repay the amounts borrowed. (See table Ag-2 in app. (})
All sums advanced had been repaid before the close of the third
quarter of 1938.

Joint-Stock Land Banks

Beginning in March 1932, the RFC made a total of 72 loans to 28
joint-stock land banks. The amount authorized for these loans was
$33,055,359, of which $26,194,970 was disbursed, and all advances weré
repaid by the borrowers. (See table Ag-3 in app. C.)

The Corporation was also directed to make available to the Farm
Loan Commissioner the sum of $100 million by section 301 (a) of the
Emergency Farm Mortgage Act of 1933, this being for the purpose
of allowing the Commissioner to make loans to joint-stock land
banks. Only $2,600,000 of the amount was disbursed, and this was
recovered by the RFC through cancellation of the notes payable to
the Treasury which had provided RFC with the funds to advance to
the Farm Loan Commissioner.

Federal Intermediate Credit Banks

During March 1938, the RFC authorized loans totaling $9,250’0,00
to eight Federal Intermediate Credit Banks, These loans were dis-

bursed and repaid in full during that same month. (See table Ag4
inapp.C.)

Regional Agricultural Credit Corporations

Section 201(e) of the Emergency Relief and Construction Act of
1932 authorized the RFC to create regional agriculture credit cor-
porations in any of the 12 Federal land bank districts. The .act
further provided that each such bank should have a “paid-up” capite}
of not less than $3 million. The funds to provide this capital Wer®
to come from the unexpended balance of the amounts allocated and

made available to the Secretary of Agriculture under section 2 of the
original RFC Act.
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The act also provided that the regional agricultural credit corpora-
tions were to be managed by officers and agents appointed by the RFC,
and all expenses of such corporations were to be supervised and paid
by the RFC.

The RFC established 12 regional agricultural credit corporations
and disbursed $44,500,000 for their capital stock. The amount paid
for the expenses of the corporations was $23,341,776. Both of these
sums were included in the RFC notes payable to the Secretary of the
Treasury which were canceled at the direction of the Congress in the
act approved February 24, 1938.

Beginning in December 1932, the RFC made loans to the regional
agricultural credit corporations under the authority of section 5 of
the RFC Act. The RFC disbursed $173,243,641 on such loans, all
of which was repaid. (See table Ag-5 in app. C.)

Other Agricultural Credit Corporations

In addition to the loans made to regional agricultural credit cor-
porations, which were wholly Government owned, the RFC also made
loans to 20 local agricultural credit organizations under the authority
of section 5 of the RFC Act. A total of 250 loans amounting to
$6,120,867 were authorized to these enterprises. Against these au-
thorizations, $5,643,618 was disbursed. All sums advanced were
liquidated before 1942. (See table Ag-6 in app. C.) Only $39,381
of the total amount disbursed was charged off as a loss. )

The heaviest concentration of these loans was found among credit
organizations serving fruitgrowers, particularly in the Pacific North-
west. The State distribution of loans to local agricultural credit
corporations was as follows:

Authorized | Disbursed Authorized | Disbursed
$1,000 $1, 000

sg%o, ?‘;,g 116,700 116, 790

55 060 ] —

42;' ] 95, 491 80, 251

455,000 3,003,104 | 2,681,172

%g;g,’? TOtal..oooveeomeeems] 120,867 | 5,643,618

Livestock Credit Corporations .

Section 5 of the RFC Act provided the Corporation with authority
to make loans to livestock credit corporations. During 1932 and 1933
a total of 154 such loans was authorized to 19 local livestock credit
corporations. The total amount authorized in these loans was $1.4,-
511,328; disbursements on these amounted to.$12,971,599, all of which
was repaid prior to 1938, (See table Ag-T in app. C)
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Loans authorized to local livestock credit corporations were con-
centrated in the Western States, as follows:

Authorized| Disbursed Authorized | Disbursed
Oolorado... —wceaeoacmiaee $382, 850 $138,450 || Texas $2,468,425 | $2,442, 45
daho 2,132,035 2, Ogg: 235 || Utah 3,477,443 3,172,617
Missouri. 421,000 Wyoming. 2,342,143 | 2,181,020
2, 142 250 1, 9986, 350
874, 442 768,192 Total . ooommeeo.-] 14,511,328 | 12,971,508
270, 740 242,260

Included in the loans made to livestock credit corporations is one
loan authorization for $400,000 ($321,643 disbursed) for the specific
purpose of aiding in the liquidation of a closed national bank.

Financing Exports of Agricultural Surpluses

By section 201(c) of the Emergency Relief and Construction Act
of 1932, the RFC was authorized and directed to make such loans as
might be judged necessary for the purpose of financing sales of agri-
cultural surpluses in the markets of foreign countries. The authoriz-
ing language provided that no such loans could be made if, in the
Corporation’s judgment, the sales so financed would adversely affect
the world market for the products involved. The act also specifically
prohibited the making of such loans to finance export sales of cotton
owned by the Federal Farm Board or the Cotton Stabilizing
Corporation.

The Corporation under the authority cited authorized a total of 10
loans to 6 different borrowers. The loans authorized totaled $98,445;-
245, and disbursements on these amounted to $47,300,825. All but
$1,948 of the amounts advanced were repaid. (See table Ag-8 in
App. C.) The repayments included $13,537,388 paid in April 1936
by the Export-Import Bank of Washington as the purchase price
at par of the balance due on loans made to the Republic of China.

The following loans were authorized to finance export sales of

agricultural surpluses:
Authorized | Disbursed
Republic of Chins,
R —— BB |
urplus Commodit; 000,000 | 27,

Cotton Export Corpomtiony Dorporation. 32'67.02,'% '000'238
Others 3,370, 955 3,119,201

Total 98, 445, 246 47,300,825

The l.oa:n to the _Cotton Export Corporation was a revolving credit
of $5 million, later increased t0$5,074,290 by reason of repayments. Of
the total, $574,290 was taken by RFC and $4,500,000 was made by
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banks with RFC’s agreement to participate in the loan. RFC dis-
bursements under this loan arrangement were the $74,290 redisbursed
under the revolving credit, and the $1,948 which was disbursed under
the participation agreement and which was not recovered. This loan
was eligible both under section 5(d) of the RFC Act, as amended, and
section 201 (c) of the Emergency Relief and Construction Act of 1932.

Loans To Finance the Carrying and Orderly Marketing of Agricultural
Commodities and Livestock

The RFC was authorized and empowered by section 201(d) of the
Emergency Relief and Construction Act of 1982 to make loans for the
purpose of financing the carrying and orderly marketing of agricul-
tural commodities and livestock produced in the United States. Loans
amounting to $1,690,774,178 were authorized under this power. About
95 percent of the dollar amount authorized was in loans to Commodity
Credit Corporation.

Excluding the loans made to CCC, the RFC authorized 159 loans to
105 different borrowers for the purpose of financing the carrying and
orderly marketing of agricultural commodities and livestock. The
amount authorized in these loans was $86,061,513. However, the two
largest authorizations (American Cotton Cooperative Association,
$15 million, and Cotton Stabilization Corporation, $35 million) were
canceled without disbursement. Most of the $19,644,492 disbursed on
these loans was repaid before 1940. However, some small amounts
remained outstanding until 1951. (See table Ag-9 in app. C.)

The distribution by States of the loans authorized to finance the
carrying and orderly marketing of agricultural commodities and llYe-
stock is shown in the following table, exclusive of loans to Commodity

Credit Corporation :

Authorized | Disbursed Authorized | Disbursed
5
Alsbama. .. _____._ 160, 000 |ooceeeeoeeee $2, 500 $1,88
Arkansas s7%,000 $121, 781 285 000 213, 568
Californda. ___ 77777770 5,063,750 | 2594, 189 1,700,270 0,528
Colorado ;000 125, 050 120,000 9, 068
Ponaare 100,000 et 1,095,000 584,782
Florida 393,377 303,377 ,035,000 584782
e bl b plEig| S
9,551 | 199,551
868, 625 254, 895
030 187,305
2R ) ———
1,571,313 | 1,475, 563

¢l i
86,081,513 | 19,644,402

Commodity Credit Corporation _
Beginning in 1983, and continuing into 1938, the RF'C authorized a
series of loans to the Commodity Credit Corporation for the purpose

N
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of financing the carrying and orderly marketing of agricultural com-
modities. The amount authorized for this purpose was $1,604,712,665.
Disbursements against the authorizations amounted to $767,716,962,
all of which were repaid. (See table Ag-10 in app. C.)

The commodity programs financed by CCC with the RFC loans
were as follows:

Authorized Disbursed

Cotton $868, 000, 000 698,
Corn 318, 250, 000 133,776, 434
Seed corn 76,750, 000 6,315,260
Turpentine. 20, 000, 000 7,380,170
Tob 13, 358, 665 8,717, 501
Figs 140, 000 83, 915
Prunes 2,700, 000 2, 264, 305
Dates 64, 000 60,308
Raisins 2, 500, 000 2,855
Peanuts. 7,450, 000 8,346,695
‘Wool and mohalr. 50, 000, 000 |~eeouoncmazaeszan
Collateral trust notes A 168, 095, 762 53,182,300
Collatersl trust notes B 0, 000, 2,851, 844

are and preservation of collateral 9,404,238 h
‘Total 1,604,712, 665 767,716,962

Acquisition of Cotton by the Secretary of Agriculture

By provisions of section 5, title I, of the Agricultural Adjustment
Act, the RFC was authorized and directed to make available to the
Secretary of Agriculture such sums as might be necessary to enable
the Secretary to carry out the responsibilities assigned to him by the
act as related to the acquisition of cotton.

The RFC authorized loans totaling $23,500,000 to the Secretary for
this purpose. However, only $3,300,000 was disbursed, all of which
wasrepaid. (Seetable Ag-11in app. C.)
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RFC Mortgage Subsidiaries

On January 31, 1985, an act was approved which added a new sec-
tion (5¢) to the RFC Act. The purpose of the new section was “To
assist in the reestablishment of a normal mortgage market * * *.”
Under this section the RFC was authorized to “subscribe for or make
loans upon the nonassessable stock of any class of any national mort-
gage association organized under title III of the National Housing
Act and of any mortgage loan company, trust company, savings and
loan association, or other similar financial institutions, now or here-
after incorporated under the laws of the United States, or of any
State, or of the District of Columbia, the principal business of which
institution is that of making loans upon mortgages, deeds of trust,
or other instruments conveying, or constituting a lien upon, real estate
or any interest therein.” The original RFC Act authorized the Cor-
poration to make loans to mortgage loan companies, but did not pro-
vide authority to subscribe for the capital stock of such companies.

Although the power to so do was implied rather than specific,
the RFC used the authority conferred by section 5c to create two sub-
sidiaries for the purpose of dealing in real estate mortgages. Through
subscriptions for capital stock and loans, the RFC authorized a total
of $1,758,460,180 for these subsidiaries, and disbursed $1,705,001,899
to them. The timing of the Corporation’s investments in the RFC
Mortgage Company and the Federal National Mortgage Association
isshown in table MS-1 in appendix C.

RFC Mortgage Company

The RFC Mortgage Company was incorporated March 14, 1935,
under the laws of the State of Maryland. The incorporators were
three individuals who were officials of RFC, and the capital stock of
the Company was purchased by RFC under the authority of section
5c of the RFC Act, as amended. The bylaws of the Company provided
for management of its affairs by a Board of Directors. In practice,
however, the Board of Directors of the RFC Mortgage Company were
also officials of RFC, and the Company’s affairs were administered
through the same organization and offices as those of RFC. Thus,
in effect, the RFC Mortgage Company operated as a division of RFC
with a specialized lending function.

The charter of the RFC Mortgage Company did not provide for
the termination of its period of succession. However, the Government
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Corporation Control Act, approved December 6, 1945, provided that
the Company either must secure a Federal charter by June 30, 1948,
or cease to function as a Federal instrumentality. By the provisions
of the act approved June 30, 1947, all assets and liabilities of the
RFC Mortgage Company were transferred to the RFC, and the
Company subsequently was dissolved.

From 1935 to 1947, the RFC provided the RFC Mortgage Company
with funds amounting to $334,910,020. Of this, $25 million was pro-
vided through subscriptions for capital stock and the balance through
loans. Additional loans of $53,458,241 were authorized, but had nof
been disbursed and were canceled when the Company ceased its oper-
ations. At the time of the Company’s merger with RFC, the Corpora-
tion’s investment in the RFC Mortgage Company was $80,352,871,
including the $25 million subscribed for capital stock. Table MS-2in
appendix C is a quarterly distribution of activity for RFC’s invest-
ments in the RFC Mortgage Company.

The RFC Mortgage Company authorized 103,525 loans and pur-
chases for a total of $660,901,581. The composition of these was as

follows:
Authorized Disbursed to Juns 30,
1947
Number| Amount |Number| Amount

Large-scale housing projects—FHA i st
l?'Ither FHA-Insured mortgages nsured....-..-—.- 78, 1§g %’ ggg’ 20.56 3, 4(1)3 ﬂﬂ:;&m
m‘,’;’;ﬁgﬁ;{."jﬁ‘ g:%olge};erducing Pproperties 22’ }33 };g: 83;: ggg l;’ 3(1) g;’ ggt %
PUrchases of PrOPErtY - - cmueemnroooeon oo T T 2%9: 501 ""18 3,228,815

Total_ 103,525 | 660,001,581 | 77,623 | 422,536,602

On June 30, 1947, when the RFC Mortgage Company was merged
with the_parent Corporation, the loans, mortgages, and commitments
outstanding were as follows:

Undisbursed | Outstanding
commitments g’ﬁl’“‘

0eS
FHA-Insured mortgages..._...__ 1,845,070
g.!&r-insmed mortgages 80, gg‘li ﬁ(l) 27: ibger
ect loans on income-produeing properties, 5,718,268 7, 0L, 564
 bmszee) BT
Total 86, 795,957 76,006,384

All purchases of VA-insured mortgages occurred subsequent to
August 7, 1946, when an act was approved which authorized FRC
to purchase such mortgages directly or through a subsidiary- The
RFC Mortgage Company created a secondary market for GI home
loans by purchasing such obligations at the request of originating
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RFC MORTGAGE SUBSIDIARIES

institutions. The authority to purchase VA-insured mortgages ex-
pired on June 30, 1947, and was not restored until July 1, 1948, when
the Federal National Mortgage Association again provided a second-
ary market for such mortgages.

Through June 30, 1947, the RFC Mortgage Company had realized
$345,931,572 from the $419,307,686 which it had disbursed. About
two-thirds of the total recovery was derived from sales of mortgages
to financial institutions, including 10,592 FHA-insured mortgages
amounting to $40,509,731 which were sold to the Federal National
Mortgage Association. A loss of $1,219,635 was incurred in sales of
mortgages. Other credits included $19,603,955 representing the un-
paid principal balances of mortgages which were foreclosed.

On June 30, 1947, when the assets of the RFC Mortgage Company
were merged with those of RFC, the following mortgages and com-
mitments were outstanding :

Insured b Partially
FHA guaranteed
by VA
Commitments $21,231 $80, 056, 460
Mortgages 1,845,079 67,076, 041
Total 1,866, 310 147,133, 401

The RFC continued to administer and liquidate this portfolio of
mortgages until June 30, 1954, when those remaining were transfen:ed
to the Federal National Mortgage Association in accordance with
the provisions of Reorganization Plan No. 2 of 1954. At that time,
the unpaid principal amounts of the remaining VA mortgages totaled
$61,967,358, and the FHA mortgages amounted to $97,069.

Federal National Mortgage Association

On February 7, 1938, the President requested the Chai.rm_an of .the
RFC to organize a national mortgage association with paid-in capital
stock of $10 million, to provide the association with management, and
to reserve an additional $40 million for capital in other national mort-
gage associations or as additional capital for the association to be or-
ganized by RFC. In response to this request, and pursuant to title III
of the National Housing Act, as then amended, the Federal Housing
Administrator chartered the National Mortgage Association of Wash-
ington on February 10, 1938. On April 5, 193§, the name was
changed to “Federal National Mortgage Association.” The RFC
initially subscribed for and paid in $10 million for the capital stoc]f of
FNMA and also paid in $1 million to surplus. In 1948, the capital
stock was increased by $10 million which was also subscribed for and
paid in by RFC.
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The Federal National Mortgage Association was staffed by RFC
personnel, operated through RFC’s field offices, and otherwise oper-
ated much as a division of RFC until September 7, 1950. At that
time, under the provisions of Reorganization Plan No. 22 of 1950,
FNMA was transferred to the Housing and Home Finance Agency.

During the time that FNMA was an RFC subsidiary, RFC made
loans to FNMA which totaled $1,349,091,869. When FNMA was
transferred to HHFA, there was outstanding $1,007,226,308 in loans
and $21 million in capital stock and paid-in surplus. Quarterly
changes in RF(C’s investment in FNMA are shown in table MS-3
in appendix C.

During the time FNMA was a subsidiary of RFC, the Association
authorized the purchase of 414,449 mortgages amounting to $3,084,-

211,324, as follows:
Total VA mortgages [FHA mortgages
Authorized $3,084,211,324 | 81,801,014, 451 | $1,193,106,87
anceled. "315,407,165 | 101,549,000 | 243,047,265
Disbursed. 1,851,042,483 | 1,006,881,372 754,161, 111
Gopayments and sales 00,178,630 | 72200002 | 636,010, 04
Tm!ésferre(} tfﬁ Htlsim: 12,172,121 , 282,302 , 839, "

ommimen; 887,671,676 692, 553,179 195, 088, 4

Mortgages 1,120,601,726 | 923,840,058 206, 351, 668

.When FNMA was transferred from RFC to the Housing and Home
Finance Administrator, the RFC received payment for its investment
in the Association from the proceeds of borrowings by FNMA from
the Secretary of the Treasury.
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Railroad Loans and Investments

The RFC was authorized to make loans to railroads, upon the
approval of the Interstate Commerce Commission, by the provisions of
the original RFC Act. Loans could be made to railroads for tem-
porary financing, to railroads in process of construction, and to receiv-
ers of railroads in cases where funds could not be obtained on reason-
able terms from the public or through banking channels. The maturi-
ties of these loans were limited to 3 years, and the act provided that
RFC should be “adequately secured.”

By an act approved June 10, 1983, trustees of railroads proceeding to
reorganize under section 77 of the Bankruptcy Act of March 3, 1933,
were made eligible for loans under section 5 of the RFC Act. A few
days later, on June 16,1933, an act was approved which prohibited the
Interstate Commerce Commission from giving its approval for RFC
loans to any carrier which, in the opinion of the Commission, was in
need of financial reorganization in the public interest. As defined in
this later act, the term “carrier” did not include a receiver or trustee.

On June 19, 1934, an act was approved which permitted 5-year
maturities for loans made to railroads under section 5 of the RFC Act,
and also provided that RFC might require railroads to make arrange-
ments for amortization as a condition to granting loans for periods
longer than 8 years.

The original provisions of the RFC Act relating to railroad loans
were rewritten in an act approved January 31, 1985. The new pro-
visions authorized RFC to purchase the obligations of railroads
engaged in interstate commerce or to guarantee the payment of such
obligations “notwithstanding any provisions of law as to maturity.”
Loans to railroads were also authorized to be made upon “full and
adequate” security, provided that funds were not available on reason-
able terms through private channels. Both loans and purchases of
obligations required the approval of the Interstate Commerce Com-
mission, and, except for loans made for purchase or maintenance of
equipment, the Commissioner’s approval was required to be accom-
panied by a certificate that railroads concerned, on the basis of present
and prospective earnings, could reasonably be expected to meet their
ii.xed charges without reduction thereof through judicial reorganiza-

ion.

The total amount of loans, commitments, purchases, and guaranties
made to railroads subsequent to January 81, 1985, was limited to $350
mi.llion at any one time. However, in the act approved June 25, 1940,
this limitation was increased to $500 million.
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The authority for RFC to provide financial assistance to railroads
was extended by the acts approved June 30, 1947, and May 25, 1948.
The specific restriction on the amount of loans, commitments, pur-
chases, and guaranties was not included in these extensions, but only
limited use was made of the extended authority.

Prior to February 1, 1935, when the assistance which RFC could
provide to railroads was limited to temporary financing, the Corpors-
tion authorized 139 loans to 70 borrowers. These authorizations
amounted to $457,856,080, against which $450,941,524 was disbursed.

The total amount authorized for financial assistance to railroads
under section 5 of the RFC Act, as amended, was $1,059,867,787. This
amount represented 248 loans to 98 railroad companies. Disburse-
ments on these authorizations were $938,440,875. (See table R-1 in
app.C.)

In addition to the loans and purchases made under the RFC Act, the
Corporation also purchased some railroad obligations from the Fed-
eral Emergency Administrator of Public Works (later Public Works
Administrator). These purchases were authorized by the Emergency
Appropriation Act approved June 19, 1934. The securities so pur-
chased were acquired by FERA and PWA under the authority of title
IX of the National Industrial Recovery Act, and the funds paid by
RFQ for such securities were available to FERA and PWA for the
Ir_la.klng of additional loans. The authority for RF'C to purchase secu-
rities from FERA and PWA existed until June 30,1947. However, it
was not exercised after 1941.

RFC authorized the purchase of 54 issues of railroad securities from
FERA and PWA. The amount authorized to be purchased was
$200,460,500, and disbursements were $199,290,500, as follows:

Yoar and quarter | Authorized | Disbursed Year and quarter | Authorized | Disbursed
1887

$67,643,500 | $67,643, 500 |{ 1t...o..... 205, 000 $205, 000
oo | Sogde | ] TRk | e
“““ 3,200, 000

79,070,000 { 78,486,000 A 3,200, 000
1, =, 00| 11,196, 000 Total.ooeoe.on. 200,460,500 | 199, 290, 500

3,651, 000 3, gg?:%

By June 30, 1947, all of the railroad securities which RFC
purchased from FERA and PWA had been sold or retired, with 2
single exception. In the marketing of these securities, & premium
of $6,889,202 was collected over the amounts which RFC had peid
for the. securities. This amount was credited to FERA and suc-
cessors in the accounts of the Treasury, and was not considered to be
Income insofar as RFC was concerned. Further details on the securl®

ties which RFC purchased from FERA and PWA will be found
beginning on page 149 of this report.
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Public Agencies

Beginning in September 1932, the RFC was authorized to purchase
the securities of or make loans to public bodies and instrumentalities
of virtually any character. These included: States and Territories
and their political subdivisions; municipalities; public corporations,
boards, and commissions; drainage, levee, and irrigation districts; and
public municipal instrumentalities formed in more than one State.
The RFC grouped its transactions with bodies of these types under
the general heading “Public agency loans and securities.”

The Corporation authorized a total of $1,518,058,180 in public
agency loans and security purchases. Disbursements on these au-
thorizations amounted to $1,278,764,699, including $32,983,500 dis-
bursed on outstanding commitments after the Corporation’s lending
powers expired. These are summarized below, according to the au-
thority under which the authorizations were granted.

Authorized Disbursed

Belf-liquida E Rellef and truction
Act,% 1 matzh-)? projects, under the Emergency Rellef and Cons

.-} $308,873,884 $330, 533, 641
Drainage, levee, and frrigation districts under the Emergency Farm

Mortgags Act of 1033 160,127, 49 101, 787, 683
Public bodies under se¢. 5(d) of the RFC Act.. 475, 202, 559 1 385, 262, 201
Securities of public agencies purchased from FERA and PWA......-_.. 493, 854, 288 452,181,084

1, 518, 058,180 1,278, 764, 699

A S St SRR S S B 19t

Table PA-1 in appendix C is a summary quarterly distribution
of RFC’s activity in public agency loans and securities; however,
this summary does not include the public agency securities purchased
by RFC from Federal Emergency Relief Administrator (Public
Works Administrator) which are discussed beginning on page
149 of this report.

Self-Liquidating Projects

Authority for RFC to make loans or purchase securities to finance
“self—liquidating” projects was contained in section 201(a) of the
Emergency Relief and Construction Act, approved July 21, 1932.
By the provisions of this act, a “self-liquidating” project was deemed
to be one which would be made “self-supporting and financially
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solvent” and whose construction costs would be returned within a
reasonable time by means of tolls, fees, rents, or other charges ex-
clusive of taxation.

The loans and security purchases authorized by this act cited were
not limited as to maturity, and could be made to finance public
projects authorized by Federal, State, or municipal law. In addi-
tion, loans could be made to private corporations formed wholly for
the purpose of providing housing for low-income families and for
reconstruction of slum areas where such projects were regulated by
State or municipal law with respect to rents, charges, capital struc-
ture, rates of return, and areas and methods of operation. The
Corporation was also authorized to make loans to private corporations
for the construction, replacement, or improvement of bridges, tunnels,
docks, viaducts, waterworks, canals, and markets devoted to public
use; and to private limited dividend corporations to aid in financing
projects for the protection and development of forests and other re-
newable natural resources.

Under the authorities cited, a few loans were authorized to private
corporations, but, for the most part, the projects financed were en-
tirely public in nature.

By amendments to the Emergency Relief and Construction Act
approved June 16, 1933, the authority of the RFC to make loans and
security purchases for “self-liquidating” projects was terminated,
and such power granted to the Administrator of the Federal Emer-
gency Relief Administration. However, a year later, on June 19,
1934, an act was approved which gave RFC authority to make such
further loans and contracts as might be desirable for the comple-
tion, improvement, or extension of any “self-liquidating” project
whose financing had been authorized by RFC prior to June 26, 1933,
the e.ﬂ'ectlve date of the act first cited in this paragraph.

Still later, on January 81, 1935, an act was approved which gave
RFC anthority to refinance “self-liquidating” projects authorized
;}1&1%' tet(lllz autﬁoﬁtiﬁs cited, provided the bonds or other evidences lc;f

e ess he RFC w j
REC to be moone desig;ble. ere replaced by new ones judged by
Rgh" “self-hqmdating.” loans and security purchases authorized by
C under the authority of the Emergency Relief and Construction
Act of 1932 and the various amendments thereto totaled $398,873,884,
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and disbursements on these authorizations amounted to $339,533,641.
(See table PA-2 in app. C.) The distribution of amounts author-
ized and disbursed by State was as follows:

Number of | Authorized Disbursed
borrowers
Alabama. 6 $224, 000 $74, 500
Arizons 3 1, 703, 500 1, 660, 000
Arkansas, 10 1,463, 852 048,
California., 8 310, 020, 097 276, 107,007
Colorado. [ 2,002,234 1,420,
C ticut. 1 100,000 |. .o emenaeaaa
Florida. 7 1, 644, 931 714,931
Georgia. 2 41, 000 2,
Idaho 1 60, 000 60,
Tlinols 7 7,830, 723 8,074,473
Indiana 4 £33, 000 60,
Towa. 1 (2,3 R
Kansas 3 820, 000 820, 000
Kentucky. 14 1, 519, 624 008,
ﬁommm : 16, %, g”g 14, 2;13. 23
aryland... 3
ichigan_ 3 718, 84 643,841
Mississingl ; 327000 | 57,00
5| . 2
Missotirt - 3 906, 140 42,000
Montana. 2 207,000 180, 000
Nebraska. 2 75,000 16, 000
New Hampshire, 1 250, 000 250,000
New Jersey. 4 3,361, 904 3,276, 000
New Mexico 4 5,604, 600 5,388,
Nowth o o TRk TR
Ohic Carolina S ’ 628, % 453, 500
Oklahoma. 2 209,
Oregon._ 2 734, 625 24,625
Pennsylvanta, 4 315,000 100, 000
South Daioota i 106,000 e
oul akota OO0 | neccacencanaa
e B B
ah. [ A
Virginia_ 8 2,110, 226 1,078, 850
Washington. 2 3,026,318 550, 000
West Virginia, 1 3,000
Voo 1 135,000
‘Wyomin y
Puerto Rico, 1] 1,300,000
Total 176 398, 873, 884

As the foregoing table shows, more than three-fourths of the
amount authorized for “self-liquidating” projects was in the State
of California. This is because one of the largest investments made
by RFC was in the bonds of an agency of that State. This invest-
ment was $208 million in bonds issued by the Metropolitan Water
District of Southern California. The project financed was the 244-
mile aqueduct which carries water from the Colorado River to Los
Angeles, San Diego, and 26 smaller communities in southern .C}?,h-
fornia. Also included in the data for California is the $ﬁ7 0 million
advanced by RFC for the San Francisco-Oakland Bay Bridge.
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Drainage, Levee, and Irigation Projects

Loans to drainage, levee, and irrigation districts were authorized
to be made by RFC under the provisions of the Emergency Farm
Mortgage Act, approved May 12, 1933. With some amendments,
this authority continued to June 30, 1947; thereafter, authority to
make loans of this type was continued in the broad powers for “public
agency” loans granted by section 4(a) (8) of the amended RFC Act.

The original authority to make loans of this type was limited to
the refinancing of completed projects devoted chiefly to the improve-
ment of lands for agricultural purposes. However, by an amend-
ment approved June 19, 1934, this was broadened to allow loans to be
made for repairs or improvements to any district which had previ-
ously been granted a refinancing loan. The authority was again
broadened by an amendment approved June 22, 1936, under which
loans for the acquisition or construction of such projects were
authorized.

Loans to drainage, levee, and irrigation districts were required to
be “fully and adequately secured” and maturities up to 40 years were
permitted. It also was required that RFC make an appraisal of
each project to determine that it was economically sound and that
the Corporation be satisfied that an agreement had been concluded
between the applicant and its creditors for refunding of outstanding
bonds at a reasonable price.

It was originally provided that loans to drainage, levee, and irri-
gation districts should not exceed an aggregate of $50 million out-
standing at any one time. This limitation was increased to $125
million by the amendments approved June 19, 1934.

A total of 1,318 loans amounting to $150,127,449 was authorized to
drainage, levee, and irrigation districts under the authorities exist-
Ing prior to June 30, 1947. The number of districts to which loans
were authorized was 671. The amount disbursed on the authoriza-
tions was $101,787,683. Activity in this field was concentrated be-
tween 1933 and 1937, but continued at a lower rate into 1947. (See
table PA-3 in app. C.)

The loans made were concentrated in Southern and Western States.
:I‘h.e ta.ble below is the distribution by State of drainage, levee, a}ld
Irrigation loans to December 81, 1941. Data for subsequent activity
cannot be distributed by State, but the data shown cover more than
95 percent of the amounts authorized and disbursed.

102
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



PUBLIC AGENCIES

Number of| Authorized Disbursed
borrowers
Arizona. 8 $14, 004, 454 $3,228, 501
Arkansas. 86 16,187, 746 12,716,746
California, 62 49, 705, 147 27,075, 080
Colorado 33 6, 104, 841 2,877,768
Florida. 36 11, 6785, 531 10, 094, 968
Idaho. 20 3,081, 515 2,032, 405
Illinols 45 3,910, 506 2, 900, 276
Iows, 7 500 195, 615
Kentucky._ . 3 91, 932 69, 604
Louisiana, 19 1,404,434 814,585
Missisaont al 460508 [ 768,30
Uebld 'y

Missourl 76 8,130,350 6,677,651
Mont 19 2,102,749 1,407,
Nebraska, 10 1, 694, 330 1, 564, 687
Nevads. 4 960, 433 834,576
New Mexico 10 963, 808 868, 386
North Carolina. 2 174,000 173, 000
Oregon._.. 27 8,170,236 2,809, 643
South Carolina. .. [] 305,160 149,928
South Dakota... 6 156,100 160, 100
Tennessed. - 5 110, 300 91, 799
Texas 62 17,131, 325 18,228, 627
Utah_. 12 637, 315,500
Virginia,. 2 136, 000
‘Washington... 17 1,425,496 1,168,373
‘Wisconsin 1 K111 P .
‘Wyoming 2 62, 400

Total 661 147, 704, 319 08, 210, 981

Loans to Public Bodies under Section 5d of the RFC Act

By amendments to the RFC Act approved April 13, 1938, the Cor-
poration was empowered to make loans, through the purchase of se-
curities or otherwise, to all types of public agencies and bodies to aid
in financing projects authorized under Federal, State, or municipal
law. This act provided authority similar to that originally given to
RFC in the Emergency Relief and Construction Act of 1932, but
transferred to the Federal Emergency Administrator of Public Works
in 1933. However, the authority of the 1938 act was less restrictive
than that of the 1932 act. The 1938 act required that loans made or
securities purchased under this authority be “of such sound value, or
so secured, as reasonably to assure retirement or repayment.” There
were no statutory limits placed on the maturity of such loans or se-
curity purchases. The authority provided by the 1938 act was con-
tinued without substantial change in later amendments and extensions
of the RFC Act, and the Corporation continued to authorize loans to
public agencies until its lending authority was terminated.

Under the powers granted by the 1938 act, and its subsequent
amendments and extensions, the Corporation authorized loans and
security purchases totaling $475,202,559, and made disbursements of

505257—50——8 103

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

$385,262,201. The activity from 1938 through 1947 is shown sepa-
rately in table PA~4 in appendix C; subsequent activity is combined
with other types of public agency loans and shown in table PA-1.
Data are not available to show the distribution by State of these pub-
lic agency loans. However, it appears that they were widely spread
among the States, with concentrations of dollar amounts being due
to large projects such as the $136 million authorized to the State of
Arkansas Highway Department, the $37 million for the Pennsylvania
Turnpike Commission, the $20 million for the City of Philadelphia
Gas System, the $28,885,000 for the City of Cleveland Transit
Authority, and the $22,450,000 for the hydroelectric project of Public
TUtility District No. 1 of Pend Oreille County, Wash.

Public Agency Securities Purchased From FERA and PWA

The authority which RFC had been given to make loans and se-
curity purchases under the Emergency Relief and Construction Act
of 1932 was transferred to the Federal Emergency Administrator of
Public Works by amendments approved June 16, 1933. However,
in the Emergency Appropriation Act approved June 19, 1934, the
RFC was authorized to purchase marketable securities from FERA
and the sums paid for such purchases were to be available for the
making of additional loans.

Most of the securities purchased by RFC from FERA and suc-
cessors were paid for at par value. About one-fourth of those pur-
chased were bought at a discount—usually one-third. The public
agency securities so purchased by RFC were as follows:

Par value Amount pald
by RF
Purchased at par
Purchased at & discount bt b B pd
Total 493,854, 288 452,181,084
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Financing Other Government Agencies

In addition to the allocations and loans made to other Government
agencies at the specific direction of the Congress, there were 8 fow
instances in which RFC funds were used to finance other Government
agencies within the discretion of the executive branch of the Govern-
ment. (The loans made to agricultural financing institutions—either
wholly or partially Government owned—are treated with separately
beginning on p. 87 of this report.)

Export-Import Banks

The Export-Import Bank of Washington originally was authorized
in Executive Order 6581, dated February 2, 1934, as a banking cor-
Pporation organized under the laws of the District of Columbia. The
original capitalization of the bank consisted of $1 million transferred
by the President out of the appropriation authorized by section 220
of the National Industrial Recovery Act, plus $10 million of pre-
ferred stock subscribed for by the RFC.

It was intended that the Export-Import Bank organized under the
Executive order of February 2, 1934, limit its activities to the promo-
tion of trade with the Soviet Union. However, soon after this Bank
was created, requests for loans were received from other foreign
nations, To handle these, the Second Export-Import Bank of Wash-
ington was authorized and created under Executive Order 6638, dated
March 9, 1934. The capital of the Second Export-Import Bank was
$2,750,000, of which $2,500,000 was preferred stock subscribed for by
RFC. The Second Export-Import Bank was abolished, effective June
30, 1936, by Executive Order 7365 of May 7, 1936, and merged with the
original Bank,

The RFC subscriptions for the preferred stock of the Export-
Import Banks were authorized by section 804 of the act approved
March 9, 1933, which allowed the RFC to subscribe for the preferred
stock of any national banking association or any State bank or trust
company which, in the opinion of the Secretary of thfa Treasury, was
in need of capital funds for the purpose of organization or reorgani-
zation,

Section 9 of the act approved January 31, 1935, as amended, author-
ized RFC to continue to supply capital to the Export-Import Bank
through loans or subscriptions for preferred stock. 'I'h1§ authority
was continued in the act approved September 26, 1940, which author-
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ized RFC to supply funds to the Export-Import Bank for the devel-
opment of resources of countries in the Western Hemisphere.

In total, RFC disbursed $201,500,000 to the Export-Import Banks,
consisting of $176,500,000 in subscriptions for preferred stock and
$256 million in loans. The periods during which this financing oc-
curred are shown in table G-1 in appendix C.

Defense Homes Corporation

In a letter to the Secretary of the Treasury on October 18, 1940,
the President provided an allocation of $10 million from his emer-
gency fund to the Federal Loan Administrator to provide homes in
areas of extensive defense activities. Pursuant to this, Defense
Homes Corporation was incorporated under the laws of the State of
Maryland on October 23, 1940. The allocation from the President
provided the capital to begin operations; later financing was obtained
as needed by borrowing from RFC.

By Executive Order 9070 of February 24, 1942, DHC was trans-
ferred to Federal Public Housing Authority in National Housing
Agency and was thereafter administered by the Housing and Home
Finance Administrator. Throughout its existence DHC was operated
much as a division of RFC but technically was not an RFC subsidiary.
_ The RFC lent to DHC a total of $65,692,000, as shown in table G2
n appendix C. Of this, $40,870,411 was outstanding on June 30, 1948,
when t.he applicable provisions of the Government Corporation Ap-
propriation Act, 1949, became effective. By these provisions, all assets,
liabilities, capital stock, and records of DHC were transferred to RFC
without reimbursement, for the purposes of liquidation. The capital
stock was canceled, and on February 4, 1949, a certificate of dissolu-
tion was obtained. '

The net assets of DHC acquired by RFC for liquidation amounted
to $52,854,626, as follows:

Cash

> 8, 727, 187
Mortgage mnotes iG 150, 414
Accrued interest__ ’ 50, 037
Other assets 17: 139

, 877

Less Habilities assumed o 938, 751
Net assets 52, 854, 626

The cash received in the transfer w i i

i as applied to reduce DHC's loan

ind;btedness to RFC. Under the transfer agreement, subsequent col-

ilelc;:ge:{l DHO assets made by RFC were applied to the payment of,

1. Administrative expenses,
2. Obligations of DHO other than its 1 tedn
' d *
3. Loan indebtedness to RFQ, ndeb esetoRRO
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FINANCING OTHER GOVERNMENT AGENCIES

The mortgages notes received by RFC for liquidation consisted of
those acquired in the sale of four properties by DHC. RFC continued
to administer and liquidate these mortgage notes until June 30, 1954,
when they were transferred to the Federal National Mortgage Associ-
ation as provided by Reorganization Plan No. 2 of 1954.

The principal balances of the four mortgage notes as of June 30,
1948, and June 30, 1954, were as follows:

June 30, 1848 | June 30, 1954

Falrmae Corp $38, 466, 746 $34, 060, 588
Veterans Coltl)})erative Housing Associati 4,480, 205 2,191,070
Meridian Hill Corp.... 2, 526,922 , 760,
Bremco, Ine. 666, 451 621,324
Total 46,160,414 41,533,634

At the time these assets were transferred to FNMA, RFC’s equity
in the assets was $27,307,358 as compared to $40,870,411 when RFC
acquired them on June 30, 1948. FNMA assumed RFC’s notes pay-
able to the Treasury in an amount equivalent to the net assets
transferred.

Federal Home Loan Banks

Section 2 of the original RFC Act directed the RFC to make awtail-
able to the Secretary of the Treasury, out of the Corporation’s capital,
up to $125 million for the purpose of enabling the Secretary to sqb-
scribe for the stock of the Federal home loan banks. RFC dis-
bursed to the Secretary for this purpose $124,741,000. In 1938, the
amount which RFC had disbursed to the Secretary was included with
other allocations and loans made to other Government agencies at
the direction of Congress for which RFC notes payable to the Secre-
tary of the Treasury were canceled. At this time, the stock of the
Federal home loan banks continued to be held by the Secretary of
the heasul'y. 3 . .

In 1941, when the public debt was approaching its limit, RFC
ceased borrowing from the Treasury, borrowed instead from the pub-
lic, and with part of the funds so obtained purchased from the Secre-
tary of the Treasury the stock of the Federal home loan banks, thus
providing the Treasury with additional funds. The a.m?u_nt paid by
RFC for this stock was $124,741,000, the same as had originally been
advanced. )

RFC continued to hold this stock until July 1, 1947. During the
intervening period, some retirements had been made by the banks (see
table G-3 in app. C) and the amount of stock held by RFC on J uly 1,
1947, was $122,670,000. At that time, under the provisions of an act
approved June 30, 1947, RF(’s notes payable to the Secretary of the
Treasury were canceled in the amount of $122,670,000 and the capital
stock of the banks returned to the Secretary. o7
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Loans to Foreign Governments

Under the provisions of an act approved June 10, 1941, the RFC
was authorized to make loans to any foreign government for the pur-
pose of achieving the maximum dollar exchange value in the United
States for the securities or property of any such government. The
act required that these loans could be made only on the request of the
Federal Loan Administrator, with the approval of the President.
Only one loan was made under this authority, that being the $425
million authorized to the Government of the United Kingdom of
Great Britain and Northern Ireland.

By an act approved August 7, 1946, RFC was authorized to lend
up to $75 million to the Philippine Republic after consultation with
the National Advisory Council on International Monetary and Fi-
nancial Problems. A loan of $70 million subsequently was made
under this authority.

Under section 201(c) of the Emergency Relief and Construction
Act of 1932, the RFC authorized loans to the Republic of China and
the Kingdom of Norway. These loans were for the purpose of fi-
nancing sales of agricultural surpluses in foreign markets. In this
report, the statistical data on loans to foreign governments to finance
sales of agricultural surpluses are included with other loans made for
the same purpose.

The loan to the Republic of China was authorized in July 1933, in
the amount of $50 million, of which $17,105,386 was disbursed and
repaid. The loan authorized to the Kingdom of Norway was for $10
million, and was canceled without any disbursements being made.

Great Britgin

The Government of the United Kingdom of Great Britain and
Northern Ireland entered into an agreement with RFC on July 21,
1941, for a loan of $425 million. On August 1, 1941, the borrower
executed its note for $425 million “or such lesser sum as shall be ad-
vanced.” The note bore interest at the rate of 8 percent per annum
payable semiannually, and carried a maturity date of July 1, 1956.
Provision was made to extend the note for 5 years providing that two-
thirds of the amounts disbursed were repaid prior to maturity.

A total of $390 million was advanced by RFC on the note, all of
which was repaid as shown in table F-1 in appendix C.
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

Collateral for the loan consisted of British-owned shares in U.S.
insurance companies, assignment of income of U.S. branches of British
insurance companies, securities of U.S. corporations in which British
ownership was controlling or substantial, and securities of other U.S.
corporations. At the time of receipt, the RFC valued the collateral
at $538,944,328. Income from the collateral was more than sufficient
to make the stipulated principal and interest payments. The loan

was completely retired on September 28, 1951, well in advance of its
maturity.

Philippines

Pursuant to specific legislative authority, in 1946 the RFC author-
ized a loan of $25 million to the Republic of the Philippines. This was
mncreased to $70 million in 1947. The loan bore interest at the rate of
2 percent per annum ; $25 million of the loan matured on January 1,
1952, and the balance on July 1, 1953.

The loan was made without specific collateral, in accordance with the
recommendation of the National Advisory Council on International
Monetary and Financial Problems.

On June 24, 1947, a payment of $10 million reduced the principal
balancs to $60 million. The loan agreement was revised upon the
advice of the Council on December 12, 1951. Effective January 1, 1952,
the interest rate was increased to 214 percent per annum, and repay-
ment was to be made in 20 semiannual installments of $3 million each,
begmnmg January 1, 1952. Table F-2 in appendix C shows the re-
celft of later payments which reduced the principal balance to $42
xfm lion asof June 30,1954. At the close of that day, the loan wastrans-
};rred to the. Export-Import Bank of Washington as provided for by

corganization Plan No. 2 of 1954, The Bank assumed RFC notes

fr*’gl 9:;1; rt:dfihe U.S. Treasury equivalent to the net amout of the assets
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Disaster Loans

Starting early in its existence the RFC (and its affiliate, Disaster
Loan Corporation) was authorized to make loans for the rehabilitation
and repair of damage, and alleviation of hardship, caused by earth-
quakes, fires, floods, hurricanes, and similar disasters. These lending
functions continued until September 28, 1953, when the provisions of
the RFC Liquidation Act terminated the Corporation’s authority to
make new loans of any nature. The Small Business Administration
was authorized to continue the making of disaster loans by the same
act which terminated RFC’s lending powers.

Disaster Loans in 1933

By an act approved March 23, 1933, RFC was authorized to make
loans to nonprofit corporations organized to finance the repair or recon-
struction of buildings damaged by earthquake in the year 1933. All
loans were limited to maturities of 10 years, and the act provided that
10 loans could be made after December 31, 1933. An amendment of
May 29, 1933, extended the purposes for which loans could be made to
cover damage by fire, tornado, and cyclone. A second amendment,
approved June 19, 1933, provided for maturities of 20 years in the case
of loans to municipalities.

Loans amounting to $10,450,232 were authorized to six nonprofit
corporations in five States during 1933. It was not until the end of
é943 that all of these loans were liquidated. (See table D-1 in appen-

ixC.)

The States in which these loans were made were as follows:

Authorized Disburged

T TR ma
llﬁnislana (cyclone).. * 200,000 1,800

e (fires 1,850,000 659,
Tenuesses (cyclone). 100, 000 99, 869
Disaster Loans, 1934-36

On April 13, 1934, an act was approved which authorized RFC to
make loans to nonprofit corporations organized to finance “the acquisi-
tion of home or building sites in replacement of sites formerly occupied
by buildings where such sites are declared by public authority to be

m
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

unsafe by reason of flood, danger of flood, or earthquake, and for the
purpose of financing the repair or construction of buildings or struc-
tures, or water, irrigation, gas, electric, sewer, drainage, flood-control,
communication, or transportation systems damaged or destroyed by
earthquake, conflagration, tornado, cyclone, or flood in the year 1933,
and in the months of January and February 1934 * * *” Maturities
were limited to 10 years in the case of private property, and 20 years
for utility systems and political subdivisions of States and Territories.

By an amendment approved July 26, 1985, the act was extended to
cover disasters occurring in the years 1938 through 1936. By an amend-
ment approved April 17, 1936, the restriction limiting loans to non-
profit corporations was removed, and RFC was authorized to make
disaster loans to corporations, partnerships, individuals, and munici-
palities or other political subdivisions of States and Territories.

Under this act, as amended, loans totaling $5,784,289 were author-
ized to 669 separateborrowers. Disbursements on these loans amounted
to $3,473,947. Final liquidation of these loans was accomplished in
1947. (See table D-2 in app. C.)

The States in which loans were made under this authority were as

follows:
Authorized | Disbursed Authorized | Disbursed

Qalifornia
5 waredy |G 0
Geoorgia """"" 11,541 - me0r| o
Maine.... 777" 3 489,805 || Ol 4,900 1,900
e - 1,035,388 | 643,823
uset 140, 000 20,0058
ﬁmﬁ’m" 27,650 20,9

ontana.....__ y

Now e 3 950 ' 5,734,289 | 3,473,047

Disaster Loan Corporation, 1937-45

The Disaster Loan Corporation was created by an act approved
f.Februa.ry.ll, 1.93.7, to meet the emergency brought about by the floods
11n the 0h10-1¥f1§81smppi Valley. In the original act, the Corporation’s
1(;9;,173 \;;re limited to those in connection with disasters in the year
o 1;) o owever, through subsequent amendments (acts approved May

» 1937, Maxch 3, 1938, March 4, 1989, and June 10, 1941), the period

was extended to cover disasters oceurri 26. and
January 22,1947, urring between January 1, 1936,

T(‘;l.e'Corporaiiion Was empowered “to make, upon such terms and
conditions and in such manner as it may prescribe, such loans as it
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DISASTER LOANS

may determine to be necessary or appropriate because of floods or other
catastrophes * * %2

The capital stock of the Corporation was originally limited to $20
million, and was subscribed for by RFC out of the unexpended balance
of the $50 million which RFC was authorized to lend for disaster relief
under the act approved April 17,1936. The limiting amount on DLC’s
capital stock was increased to $40 million by an act approved March 4,
1939. RFC subscribed and paid for a total of $24 million of the
capital stock of DLC.

Disaster Loan Corporation was not specifically authorized to borrow
funds under the provisions of the act which created it. However, a
provision of that act specified that the Corporation “shall have such
other powers as may be necessary and incident to carrying out its
powers and duties,” and could have been construed to include the
power to borrow. The amounts obtained from sale of its capital stock
were sufficient to meet the Corporation’s requirements for funds, and
no borrowings were made.

The RFC had paid in $10 million for the capital stock of DLC prior
to February 24, 1938. On that date, an act was approved which can-
celed RFC’s obligations to the Treasury incurred to enable RFC to
finance certain activities of other Government agencies. At the same
time, the securities and other assets acquired by RFC as the result of
such financing were required to be transferred to the Treasury. The
capital stock of DLC was one of these assets.

By this transfer, DLC ceased to be a subsidiary of RFC. By Reor-
ganization Plan No. 1, effective July 1, 1939, the DLC was grouped
with other agencies to form the Federal Loan Agency. Later, DLC
was transferred to the Department of Commerce by Executive Order
9071 of February 24, 1942. It was returned to the Federal Loan
Agency pursuant to an act of February 24, 1945. The Disaster Loan
Corporation was dissolved by an act approved June 30, 1945, and its
functions, powers, duties, authorities, documents, books of account,
records, assets, and liabilities transferred to RFC “to be performed,
exercised, and administered by that Corporation in the same manner
and to the same extent and effect as if originally vested in Reconstruc-
tion Finance Corporation.”

Although DLC was technically not & subsidiary of RFC after
February 24, 1938, it continued to obtain funds through l.{FC and it
operated with RFC personnel much as if it were a division of that
Corporation.

From the time it began operations through June 30, 1945, the
Disaster Loan Corporation authorized a total of 24,088 loans amount-
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

ing to $37,361,659. The disasters in connection with which these loans
were anthorized were as follows:

Authorized
Amount
disbursed
Number Amount
1937—0hio Valley flood 7,587 $8, 613,336 $7,027,300
1937--Montans flood 30 21, 500 )y
1038—New England hurricane and flood - . .- ___.-..__ 1,880 20,331, 777 19, 203,670
1038—California floods 342 919, 989 881, 48
1038—South Carolina—Charleston hurricane. ............. 44 130, 508 106,985
1939—Southeastern States floods. 12,154 1,994, 245 1,796,318
1040—Geo rnado 39 110, 731 98, 675
1940--Mississippi flood 1,025 413,962 345,
1940—Callfornia earthquake. 2 50,373 80,035
1040—Califo 22 72,176 48,080
1942—Alaska fire [ 103, 42,
1042—Oklahoma tornado 65 228, 645 198,401
1942—Pennsylvania flood 23 157, 641 105, 50
1943—M lssissippi Valley flood 90 95, 165 77,
1943—East Texus sleet and windstorm......_______ .. .~ 1 3,000, 000 70,000
1943—Oklahoma fire. . 2 67,700 57,700
1044—New Jersey tornado, 17 67, 850 14,000
Others involving loan authorizatlons of less than
each disaster. $60,000 n 773 893,062 646,678
Total : 24,088 37,361, 659 31,354, 550

The $31,354,550 which DLC disbursed involved 21,136 loans. By
June 30, 1945, when the Corporation was transferred to RFC, 14,801
loans and $27,937,141 had been repaid. In addition, 4,280 loans in-
volving disbursements of $2,002,089 had been charged off as losses.
There were transferred to RFC 2,055 loans with outstanding prin-
cipal balances aggregating $1,415,321.

The major portion of the losses arising from loans charged off by
DLC was in connection with one loan made, as the result of the New
England ‘hurricane of 1988, to the Federal Surplus Commodities
Corporation, a Government corporation affiliated with Commodity
Credit Corporation.

The hurricane which struck the six New England States in Sep-
tember 1930 felled an estimated 4 billion feet of timber and affected
some 12,5600 landowners. The Forest Service of the Department of
Agriculture, after conferences with the President and representatives
l(:: DLC, developed 8 program for salvaging much of the down tim-

r. .Under this program, the Federal Surplus Commodities Cor-
poration salvaged the timber and each owner was paid 90 percent of
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his timber’s fair value. To finance the salvage operations, FSCC
was loaned $16,269,300, repayable only from the proceeds of the
salvage program.

The program was fully liquidated in the spring of 1945, at which
time there was $1,279,533 of the loan outstanding. This amount was
charged off as a loss by the managing directors of DLC.

A similar program was undertaken in 1943 when a sleet and wind
storm in east Texas damaged a large quantity of timber. To finance
salvage operations in this area, DLC agreed to lend up to $3 million
to FSCC. Disbursements on this loan amounted to $770,000. Much
of the timber damaged by this storm was of pulpwood grade and lo-
cated in areas which made it impossible to salvage it at costs below
current OPA ceiling prices. As the result of discussions between of-
ficials of the War Production Board and the Federal Loan Admin-
istrator, the Defense Supplies Corporation (a wartime subsidiary of
RFC) established a subsidy fund of $300,000 out of which to pay the
excess salvage costs. The loan was fully repaid from the proceeds
of the salvaged timber, plus $78,698 in subsidy allowances.

Disaster Loans Made by RFC, 1945-53

During the period from July 1, 1945, to September 28, 1953, the
RFC authorized a total of 5579 disaster loans amounting to $35,952,-
402. (Seetable D-8inapp.C.)

More than half of the loans authorized during this period (2,584
loans authorized for $19,290,630) were in connection with the ﬂ'oods
which occurred along the Kansas, Missouri, and Mississippi Rivers
and their tributaries in July 1951. Some other disasters which oc-
casioned significant numbers of disaster loans being made by RFC

were:

Tornado in Oklahoma-Texas Panhandle area 1047
Explosions at Texas City, Tex. 1947
Gulf coast hurricane 1648
Columbia River floods. Yot
Florida hurricane : 1940
Ohlo and Wabash Rivers flood 1649

Michigan floods, 1952

The general characteristics of the disaster loans made by .RFC sub-
Sequent, to June 80, 1945, are shown in the following .tabu]fttlons. The
first of these shows the general purpose of outstanding disaster loans
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and commitments as of December 31, 1953, according to the States in
which the borrowers were located.

[Dollars in Thousands]
Home loans Businsss Ioans Total
State
Number { Amount | Number | Amount | Number | Amount
Alabama, 1 $54.3 2 $14.5 13 $68.8
Ar 102 275.1 33 258.4 135 533.5
Callfornia. 31 0.4 39| 1,146.3 70| 1,237
C t 3 11.0 3 11.0
Delaware 1 65.3 1 5.3
Florida 1 26.0 43 500. 8 54 526.8
Georgia 43 109.6 3 7.0 48 206.6
linols 9 19.4 1 0.4 10 19.8
ndlans. 5 27.0 1 7.9 6 3.9
I vl | ah|  ub| o3| o] eB3
Kentucky ! aTLe 50| 5863 52 i
alne 101 6.1 101 56.1
Massachusetts 95 525.2 32 7.1 127 506.3
Michigan 10| 337.4 3 44 112 341.8
Minnesota, [51 8.8 24 9.0 75 183.8
Mississippl 3 13.9 15 103 18 133.2
u 100{ 2183 ®| 2521 199 2,730.4
Nebraskn, g 23. 8 3 19.0 30 u%g
New Hampshire 5.1 g 1‘%:; 4’; 0.9
]\ewl%segm F 41 6 25.6 8 20.7
Nerth Dakota 8| 256 3| 206 36 8.2
Oklah | B 8 PR 1 52
P vaila 0| ‘244 28| 270.8 3 %_:g
Rhode Island g mg(l) g 3.1
South Dakota O~ T | 307 40 87.0
Toxas, 50| 200.2 [ 121.3 50 3215
Utah 71 127.5 71 121.5
Virginia 3 5.6 69 343.6 72 319.2
‘Washington [ 9.8 1 2.7 7 12.3
West Virginia 21 b z| e u wl
‘Wisconsin g 22:2. : 25
Alesk 2 39.7 2 38.7
tal
To 2,347 | 6475.0| 1,123 11,086 38,47 | 17,3845

.The next table shows the size of outstanding disaster loans and com-
mitments as of December 31, 1953, according to their general purpose.

[Dollars in thousands}
Size Home loans Buslness loans Total
Number | Amount | Number | Amount | Number | Amount
Less than $500

$500-$999, - 282 $80.8 132 $35.6 414 $116.4
$1,000-$2,409. -- a3 250.3 103 76.2 437 mg
; 000, . 921 | 1,587.5 214 376.7 1,135 | 1,964
e o B HEY B LEG| |

,000-$24,999_ 7777 7T -- 175 | 1,258.2 -
$25,000 and over. ... TTTTTTemToooes 21| Taera 161 | 2.5%.2 182 2,353-3
- 104 | 6,740.8 04| 6,740
Total... —
| 237| s4m.8| 1,123 11,9086] 840 17,3848

it

ofon optember 28’] 1958, the authority of RFC to make new loans
Actan).'A:yf}? iy ated as provided by the RFC Liquidation
. at time, the RFC had outstanding 3,373 disaster loans
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with unpaid principal balances of $16,143,000, and 232 undisbursed
disaster loan commitments which totaled $2,226,000. By June 30,
1954, these amounts had been reduced to 3,230 loans amounting to
$14,747,000, and 9 undisbursed commitments for $502,000. In ac-
cordance with the provisions of Reorganization Plan No. 2 of 1954,
the disaster loans and commitments outstanding on June 30, 1954,
were transferred to the Small Business Administration.

Summary of Disaster Loans

From March 23, 1933, when the making of disaster loans was first
authorized, to termination of the RFC’s lending powers on Septem-
ber 28, 1958, the RFC and its affiliate, Disaster Loan Corporation,
authorized a total of 30,385 disaster loans amounting to $88,985,256.
Disbursement on these loans aggregated $68,825,653.

The table below shows the disaster loan activities of RFC according
to legislative authority.

Authorized
Authority Disbursed

Number Amount

Act of Mar. 23, 1033, as amended 13 $10, 450, 232 $8, 529, 108

Act of Apr. 18, 1034, as amended 705 5, 734, 289 3, 478, 047
Act of Feb, 11, 1937, as amended (DLO) - oo oeeeemme e 24, 088 37,361, 660 31,354, 650
Act of June 30, 1945, as 4oq 1O 5, 570 35,439, 075 25,468, 048

Total 30,385 88, 985, 256 68, 825, 653

The losses incurred in the program approximated $4,860,000, or
about 7 percent of the amounts disbursed.
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Civil Defense Loans

The Federal Civil Defense Act of 1950 (sec. 409) authorized the
RFC to make loans for civil defense purposes upon certification by
the Federal Civil Defense Administrator. Loans outstanding at any
one time were limited to $250 million, and the loans were financed
by borrowings from the Treasury.

In the RFC Liquidation Act (sec. 104) it was directed that all
powers, duties, and authority of RFC under the Federal Civil De-
fense Act be transferred to the Secretary of the Treasury. This
transfer became effective September 28, 1958. Following the trans-
fer, the Secretary arranged for the RFC to serve as his agent in
administering the civil defense loan functions, and this arrangement
continued until the abolition of RFC on June 30, 1957.

A total of 10 civil defense loans amounting to $7,918,000 were au-
thorized before the Congress effectively stopped the consideration of
applications for new loans by failing to approve a request for a limit-
ing amount on expenditures for administrative purposes during fiscal
year 1956. Although the Federal Civil Defense Act did not specifi-
cally limit the use of the lending authority, all loans authorized
were to assist in financing the construction of hospitals.

There were seven loans authorized by RFC under the suthority
of the Federal Civil Defense Act in the amount of $5,568,000. (See
table CD-1 in app. C.) These were authorized as direct loans,
but two of them, amounting to $2,600,000, subsequently were changed
to deferred participations in which the Government’s share was
$1,290,000. Three loans were authorized after the program had been
transferred from RF'C to the Secretary of the Treasury. These were
authorized as deferred participation loans. The total amount of
the loans was $2,350,000, and the Government’s share of these was
$2,115,000.
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Minor Lending Functions

Loans for Payment of Teachers' Salaries

Under the provisions of an act approved June 19, 1934, the RFC
was authorized to make loans to public-school districts, or similar
authorities, for the payment of teachers’ salaries due prior to June 1,
1934. No such loans could be authorized after January 31, 1985,
and the aggregate amount of such loans outstanding at any one time
was limited to $75 million.

Only one loan was authorized under this authority. That was a
loan of $22,500,000 to the Chicago Board of Education authorized in
August 1934, There was disbursed on this loan $22,300,000, all of
which was repaid in December 1934. (See table TS-1 in app. C.)

Loans To Refinance Public School District Operations

On August 24, 1935, an act was approved which authorized RFC to
make loans to tax-supported public-school districts for the purpose of
enabling any such district, or similar authority, to reduce and re-
finance outstanding indebtedness incurred to finance the construction,
operation, and maintenance of public-school facilities.

The total of such loans was limited to $10 million, and was required
to be allocated equitably among the States on the basis of demon-
strated need. Maturities of the loans were limited to 33 years.

Under this authority, the RFC authorized 35 loans to 31 school
districts or authorities. The amount authorized was $3,189,050, and
disbursements were $957,175. All amounts disbursed were repaid in
full. (See table SD-1 in app. C.)

The distribution by State of loan activity under this authority is as

follows:
ber | Number
Noﬁu- of bor- Amount Amount
thoriza- | rowers | authorized | disbursed
tions

kmngas 20 $,13880(  $165000
B P zf 1 '2343', 000 |oevucemmnos
Texas |71 7T T It wl| 180820 | 17
Totalemaoeteeeceenee 35 3| 3,189,050 957,175

21

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

Loans fo Processors or Dishributors Subject to Processing Taxes

The Agricultural Adjustment Act of 1933 provided for the payment
of taxes by processors or distributors of a variety of agricultural
products. This act also provided that “In order that the payment of
taxes under this title may not impose any immediate undue financial
burden upon processors or distributors, any processor or distributor
subject to such taxes shall be eligible for loans from the Reconstruc-
tion Finance Corporation under section 5 of the Reconstruction
Finance Corporation Act.”

Only seven loans amounting to $26,089 were authorized to proc-
essors and distributors under these provisions. The amount dis-
bursed on these loans was $14,718, all of which was repaid. (See
table PD-1 in app. C.) These loans were made in the following

States:

Authorized| Disbursed Authorized| Disbursed
Oonnecticut...ooeneene-o. $567 3567 || P IVaDia. —ooeomane $3, 906 3,008
Rentucky... 1 34 3428 || Tennesseoree - -omrorrns 7,000 6817
Now Jarsoy.-o.oooooeeooer
Now Jersey. R ;:% Total. ceemeemones 26,080 14,718

Loans to State Funds for Securing Repayment of Deposits of Public Money

In an act approved June 10, 1933, the RFC was authorized to make
loans, if ade.quately secured, to any fund created by any State for the
purpose of insuring the repayment of deposits of public moneys of
such State or any of its political subdivisions. The act also required
that any State fund receiving such a loan should assign to RFC, to
the extent of the loan, all amounts which might be received by the
fund from the liquidation of any bank or depository in which de-
posits of public moneys were made.

The only authorizations made under this authority were to the
Board of Deposits of Wisconsin. Loans amounting to $13,087,716
were authorized, and $13,064,631 was disbursed. All amounts ad-
vanced wererepaid. (Seetable SF—1in app. C.)
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Financing RFC's Wartime Subsidiaries

The national defense and wartime activities of RFC began in 1940
with legislation which amended the basic RFC Act for the purpose
of enabling the Corporation “to aid the Government of the United
States in its national-defense program.” This act, approved June
25, 1940, empowered RFC to create or purchase the capital stock of
corporations for the purpose of—

1. Dealing in strategic or critical materials.

2. Acquiring real estate and plant facilities for the manufac-
ture of strategic and critical materials, arms, ammunition, imple-
ments of war, and equipment necessary for their manufacture.

3. Leasing, selling, or otherwise disposing of plant facilities.

4. Engaging in manufacturing operations.

5. Acquiring and disposing of railroad equipment, commercial
aircraft, and parts and supplies necessary in connection with
them.

6. Acquiring and disposing of facilities for the training of
aviators.

7. Taking such other action as the President and the Federal
Loan Administrator might deem necessary to expedite the na-
tional defense program.

Under the powers outlined, the RFC created seven corporations
and acquired one other subsidiary (Rubber Development Corpora-
tion). The dates of creation and dissolution of these were:

Crested Dissolved
Metals Reserve Qo June 28,1040 | July 11,1045
Rubber Reserve Company e Do.
Delenss Plant Corporation Aug, 22,1940 Do.
Defense Supplies x('.‘/p:rpnrs\ﬂnn Aug, 29,1040 Do.
War Damage Corporation Dec. 13,1841 ®
U.8, Commercial Company. Mar, 26,1842 | June 30,1048
Rubber Development Corporation 0 June 30, 1547
Petroleum Reserve Corporation (later War Assets Corporation) «......----- Juns 30,1043 | June 30,1046

: %ggmigl %%mgﬁiﬁﬁﬁf@ g:uull lggg;'hlgﬁl:%, by the provisions of {ts charter WDC had exist-
€nee except for purposes of liquidation only until Jan. 23, 1047,

All of RFC wartime subsidiaries were financed through the pur-
chase of capital stock and loans. The operations of the subsidiaries
did provide funds which were used to repay advances made by the
parent. However, more than one-third of the amounts advanced
were recovered by RFC through cancellation of the notes which RFC
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had issued to the Secretary of the Treasury for the funds used to
finance the wartime activities. The funds supplied to the wartime
subsidiaries and the recoveries thereon while the subsidiaries remained
in existence are summarized below :

Stock Loans Total funds Recoverles Other
purchased supplied in cash recoveries

Metals Reserve Company...| $5,000,000 | $2, 418,237,521 | $2, 423,237, 521 | $1,757, 576,001 | $665, 681, 520
Rubber Reserve Company..| 6, 1,720,123,416 | 1,725,123, 416 | 1,425, 433,460 299, 689, 956
Defense Plant Corporation..| 5, 7,003,200, 847 | 7,998, 200,847 | 2,909,939, 547 | 5,088,351, 300

000

000
Defense Supplies Corpora-
tion 000 | 6,380,345,075 | 6,394,345,075 | 4,797,350,451 | 1, 596,995, 624
War Damage Corporation_..| 1,000,000 1, 000, 000
U.8. Commercial Company.| 5,000,000
Rubber Development Cor-

o 1

1, 000, 000 000,
1,902, 387,050 | 1,997,387,950 | 1,832,504,007 | 164,885,043
337,131, 623 337,131, 524 278, 915, 859 58, 215, 665

P(:ftroleum Reserves Cor-

Eomtlon (later War Assets
orporation) ... 1, 000, 000 100, 000 1,100, 000 1,100,000 }.ooceonemencns
L R, 27,000,001 | 20,850, 617, 232 | 20,877,617, 233 | 13,003, 819,325 | 7,873, 797, 908

Table W-1 in appendix C is a summary by quarter-year periods of
RFC’s financing of its wartime subsidiaries.

The operations of RF(’s wartime subsidiaries were conducted in

conjunction with the programs of other Government agencies ad-
ministering national defense and wartime functions. In many in-
stances, a specific program involved the War and Navy Departments,
the War Production Board, the Office of Price Administration, the
RFC itself, and one or more of RF(’s wartime subsidiaries. The
RFQ might make loans to industry to provide working capital or
faclhtleg for production, Defense Plant Corporation would construct
and equip Government-owned production facilities, and Defense Sup-
plies Corporation or Metals Reserve Company would carry on pro-
curement and stockpiling activities and handle subsidy payments—all
related to a specific material or program.
_ To detail the extent to which RFC and its subsidiaries participated
in t;he's numerous defense and wartime programs is beyond the scope
of this report. The following descriptions of the activities of RFC's
wartime subsidiaries are limited to outlining their principal opers-
tions from the standpoint of what use was made of the funds advanced
by the parent corporation.

Metals Reserve Company

Metals Reserve Company was organized as a Corporation on
June 28, 1940, under the authority of section 5(d) of the RFC Act,
as amended. The company had capital stock of $5 million subseribed
and paid for by RFC, and during its existence borrowed from RFC
atotal of $2,418037,521. (Sestable W-2in app. C.)

The management of Metals Reserve Company was vested in 2
Board of Directors appointed by RFC. Most of the members of
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MRC’s Board, and most of the officers appointed by MRC’s Board,
also served as directors or officers of RFC itself or of RFC’s other
subsidiaries.

The principal functions of Metals Reserve Company were (z) the
procurement, stockpiling, and disposal of metals and minerals defined
as strategic and critical; and (b) the payment of subsidies to pro-
ducers of strategic and critical materials.

All programs and activities of the Company were undertaken at
the request or under the sponsorship of other U.S. Government
agencies. The Company did not exercise policymaking functions
in connection with its undertakings, but assumed responsibility for
administrative and procedural functions only. Policies for the pro-
curement activities were determined by the War Production Board,
the Office of Price Administration, the Board of Economic Warfare
(and its successor the Foreign Economic Administration), the War
and Navy Departments, and other interested agencies of the Govern-
ment. Policies for the subsidy program were determined by the War
Production Board and the Office of Price Administration.

The trading activities of the Company involved the procurement,
stockpiling, and disposal of strategic and critical metals and minerals,
including mining, refining, and processing operations. The Company
also entered into programs for the acquisition, recovery, and con-
version of scrap materials, as well as a program for the distribution
of aircraft parts and materials which had become surplus to the
needs of certain aircraft manufacturers operating under Army a.nd
Navy contracts. In these trading activities a total of $2,750 million
was disbursed in acquiring about 50 different metals and minerals from
51 foreign countries, 88 States of the Union, and Alaska and the
Philippines. The quantities of the various commodities purchased
through June 30, 1945, are shown in the following table:

Materials Acquired by Metals Reserve Company to June 30, 1945

Unit Quantity
Aluminum;
frimary aluminum. e o{;:%
Beooqdary aluminum i 8,717,733
auxite and other ores. .
Ambiygonite T do
Antimons: P 18,017
Ores and oxides. . . ...... do. 8,
Arsenio metal and ores. do. ;%%
Barytes (barivm « do. 84,030
Berymm ln(l}xaril.un sulphate). . do. 18,186
gismutuh}n and bismuth ores..... do. 2, fg;
Calcite (optical grades) Pound 8,032
Celestite {strontium saipste) o T N— , Jes
rome ore ang trates. y 321,
olumbiam ore do. -
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Materals Acquired by Metals Reserve Company to June 30, 1945—Continved

Unit Quantity

Copmrfined

Ores and concentrates.
Corundum.
Diamonds
Elt{grspar ores and concentrates.

S
n, pig and ore -t
Kyanlts (alumingi silicate)

Refined
Ores and concentrates...
Antimonial lead

Molybdenuin concentrates
Nickel:
lgeﬂned and matte.

Tes
Platinum and associated metals
nartz crystals__._.._

2 crystals
utile ore (titanfum dioxide)
Silver
'S}‘podumenn
Tale.

Tantalum ores.
Tin:

Refined
Tumgeten o1 Ay g
Xmg:djum ores and concentrates.

Reflned
e e —

Xluminum .

The materials purchased by MRC were sold for $2,800 million.
Another $1 billi.on was disbursed for freight, storage and handling
eXpenses, operating expenses, and subsidy payments.

The largest single class of expenditure made by Metals Reserve
('.}01.npany was the payment of over $350 million in direct cash sub-
sidies to producers of strategic metals and minerals, principally cop-
per, lead, and zine. These payments, which were made under author-
1ty contained in the Emergency Price Control Act of 1942 and
subsequent legislation, were granted to stimulate the development of
new sources for, and mazimum production of, metals and ores which
were in short supply.

_ Beginning in July 1940, Metals Reserve Company became active
in the Government’s program to assure supplies of tin metal. As

126

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



FINANCING RFC'S WARTIME SUBSIDIARIES

part of this program, MRC sponsored the construction of a tin smelter
at Texas City, Tex., and supervised the smelter’s operations. MRC
also undertook to procure the tin ores needed to supply the smelter.
Following World War II, the program for the operation of the
smelter and procurement of the necessary tin ores was continued by
MRC’s successors until the smelter was sold to a private operator in
February 1957.

A full review of the Government’s tin program from 1940 to 1957
is contained in the report of the Federal Facilities Corporation noted
on page 319 in appendix D.

The operations of Metals Reserve Company provided funds suffi-
cient to repay all but $665,661,520 of the sums advanced by RFC
before the Company was dissolved and merged with RFC on July 1,
1945, in accordance with the provisions of the act approved June 80,
1945. After that date, the liquidation of MRC’s assets and liabilities
was continued by RFC, and such costs as were unrecovered on June 30,
1947, were included in the RFC notes payable to the Secretary of the
Treasury which were canceled by direction of the Congress.

Rubber Reserve Company

Rubber Reserve Company was organized as a corporation on June
8, 1940, under the authority of section 5(d) of the RFC Act, as
amended. The Company had capital stock of $5 million subscribed
and paid for by RFC, and during its existence borrowed from RFC
a total of $1,720,123,416. (See table W—3 inapp.C.)

The management of Rubber Reserve Company was vested in a
Board of Directors appointed by RFC. The members of RRC’s Board
and the officers appointed by them also served as directors or officers
of RFC itself or of its other subsidiaries.

The primary purpose of RRC was to aid the national d_efense pro-
gram by providing supplies of rubber to meet both military and
civilian requirements. Its activities included the acquisition and dis-
tribution of all types of natural and synthetic rubber and rubber
scrap.

Rubber Reserve Company received policy guidance from other Gov-
ernment agencies. These agencies, which had overlapping authorities
over the natural and synthetic rubber programs, included the Depart-

ments of State, Commerce, Treasury, and Agriculture, the }BOard of
Economic Wal"fa.re (later Foreign Economic ‘Adm'lmstratlon), the
War Production Board, the Petroleum Administration for Wa.r, the
Office of Rubber Director, all branches of the military services, and
the Maritime Commission.
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Rubber Reserve Company conducted the Government’s natural rub-
ber procurement program until February 23, 1943. Thereafter, nat-
ural rubber procurement became the function of Rubber Development
Corporation. However, the natural rubber acquired by RDC was sold
to Rubber Reserve Company and distributed by them to industrial
users as directed by allocations from the War Production Board.

Rubber Reserve Company became the sole importer of rubber in
the United States on June 20, 1941. This function was continued in
RRC (and, after June 30, 1945, in RFC’s Office of Rubber Reserve)
until April 1, 1947, when commercial importations were resumed in
accordance with the policy expressed in the act approved March 29,
1947. Total acquisitions of natural rubber to June 30, 1947, were
1,786,904 long tons. The sources of this rubber were as follows:

Eastern Hemisphere:

Crude rubber produced in— (l?;:ﬂgr‘%)
Far East . e a e e 1, 382, 730
AFTICA - o o oo e e 171, 070
Liquid latex produced in—
Far East. o e oo ccccceemcccmcmmmmm e mmmmmmme e m s 1,482
1T YO 22, 764
Western Hemisphere:
Crude rubber produced in—
Brazil oo e eeecmm 64, 521
BolVAR . e 15, 968
Other Latin-American countries. .- o eommmeen- 34, 068
Guayule, chiefly from MexicO - - oo oeeeeeeem 38,181
Balata and chilite gUm_ - eeeeeemm 3,805
Cryptostegia (Haiti) __ ___________ o aen 5
Inventories purchased from domestic manufacturers:
Crude rubber oo oo e 37,104
LAquId 188X - e e e e e 15, 206
R
ota) - e 1, 786, 904

In June 1942, Rubber Reserve Company undertook to handle the
scrap rubber collected in the drive announced by the President on
June 12,1942, To do this, RRC entered into agency agreements with
four of the large}' scrap rubber dealers. Under these agreements, the
agents were re.qulred to procure, store, and sell scrap rubber, and they
were to be reimbursed for their actual expenses, The procurement
Of scrap rubber was continued until December 31, 1943, at which
tlmg stocks on hand were sufficient to supply the operations of all
a.va.llable reclaiming equipment for at least 2 years. In these opera-
tions, Rubber Reserve Company purchased a total of 1,150,127 short
tons of scrap rubber at a direct cost of $29,857,645.

The synthetic rubber program conducted by Rubber Reserve Com-
pany was initiated in 1941 with plans for the construction of plants
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having a combined annual capacity of 40,000 long tons of synthetic
rubber. The program was greatly expanded after Pearl Harbor, and
by the end of the war the demonstrated annual capacity of the Gov-
ernment-owned facilities was approximately 1 million long tons.

There were 51 plants constructed for the synthetic rubber program.
By purpose, these were as follows:

Rubber : Number of plants
GR-8 (Buna-8) 15
GR-M (Neoprene) 1
GR-1I (Butyl) 2
GR-P (Thiokol) 1

Butadiene :

From alcohol 3
From petroleum 15
Styrene 5

Chemicals 9

Also included in the program were specialized tank cars, pilot
plants for research, and some miscellaneous projects. The total cost
of the facilities was approximately $700 million. Construction or
acquisition of the facilities was financed and supervised by Defense
Plant Corporation (an RFC subsidiary) at the request of Rubber
Reserve Company, subject to an indemnity agreement under which
RRC was obligated to purchase the plants and equipment should DPC
elect to sell.

The synthetic rubber plants and facilities were leased by Defense
Plant Corporation to private operators for $1 per year. The plants
were operated under agreements between Rubber Reserve Company
and the private operators which provided for the operators to be re-
imbursed for all costs of plant operation and maintenance, plus man-
agement fees based on quantities of production. The synthetic rubber
Produced in these facilities was for the account of Rubber Reserve
Company (RF(C’s Office of Rubber Reserve after June 30, 1945) and
was sold to industrial users on allocations from the War Product}on
Board. The Office of Rubber Reserve was established as an operating
division of RFC after the dissolution of RRC to continue or conclude
the activities of RRC. There were repeated extensions f’f RFC’s
authority to continue operation of the Government’s gynthetlc-rubber—
Producing facilities, and the program continued until 1955 when Phe
Plants were sold to private industry under the Rubber Producing
Facilities Disposal Act.

Rubber Reserve Company also entered into separate agreements
with the agents operating the synthetic rubber plants rfslatlve to the
disposition of rights arising out of research and experimental work
which the Company had financed, and the distribution and avail-
ability of technical information accumulated in the course of such
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research work. The operators were required to grant the Company
an extensible patent immunity under all inventions made in the
course of research and development work which it financed. Research
contracts with nonprofit institutions provided that all patent rights
covering inventions made in the course of RRC-financed research
work would be assigned to the Company.

The RRC also entered into numerous agreements with private indus-
triel enterprises relating to the interchange of technical information
and operating rights under patents. In general, the Company was
granted royalty-free licenses under synthetic rubber patents.

The story of rubber—both natural and synthetic—from 1940 onward
is so complex and is of such a technical nature that no more than a
bare outline has been attempted in this description of the activities
of Rubber Reserve Company. Full descriptions of the Government's
wartime rubber programs and the ultimate disposal of the synthetic-
rubber-producing facilities are available in the documents listed in
appendix D.

Rubber Reserve Company was dissolved on July 1, 1945, and its
functions, assets, and liabilities merged with those of RFC as pro-
vided by the act approved June 80,1945. Before dissolution, the oper-
ation of RRC had provided funds sufficient to repay all but about $300
million of the $1,725 million advanced by RFC. After July 1, 1945,
the RFC continued the liquidation of the assets and liabilities received
from RRC, and such amounts as were unrecovered on June 30, 1947,
were included in the RFC notes payable to the Secretary of the Treas-
ury which were canceled by direction of the Congress.

Defense Plant Corporation

Defense Plant Corporation was organized on August 22, 1040, under
the authority of section 5(d) of the RFC Act, as amended. The Cor-
poration had capital stock of $5 million subscribed and paid for by
RFC, and during jts existence borrowed from RFC a total of $7,993,-
200,847, (Seetable W-38in app.C.)
toT!:;a purpose f9r which Defense Plant Corporation was created was
to aid in the national defense program by financing and supervising

;;onstructlon and equipping of industrial facilities.

16 management of DPC was vested in a Board of Directors ap-
f}(l)mf;d by RFC Most of the members of DP(’s Board, and most of

@ olicers appointed by that Board, also served as directors or officers
of II;FC 1ts.e:sf or of RFC’s other subsidiaries

uring its existence, DPC (and its succ;assor RF(C’s Office of De-
:oml:int) authorized 2 total of more than 5,550 projects for the
o T(ixeon and equipping of manufacturing plants and other facili-

. amounts authorized for these projects totaled nearly $9
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billion. Disbursements amounting to $7.3 billion were made on 2,300
of the projects. The plants and other projects which were partially or
wholly financed by DPC embraced almost every type of manufacturing
industry in the Nation. Over 50 percent of DPC’s outlays flowed
directly or indirectly into aviation. To build aircraft, their engines,
and parts, the Corporation directly invested $2.6 billion in land, build-
ings, machines, and other equipment in several hundred new plants.
Including production facilities for aviation gasoline and aluminum
and magnesium metals, which were constructed in order to increase
the supply of materials for aircraft, over $4 billion was provided to
meet wartime aviation needs.

Metals production and processing plants accounted for $2.2 billion
of DPC’s investments. Nearly $1 billion of the total was expended to
enlarge steel and pig-iron capacity. Facilities for production of syn-
thetic rubber, which was a new industry, were supplied almost in their
entirety by the $740 million investment of DPC. Other manufactur-
ing facilities in which DPC played a major role in expansion were
ordnance, shipbuilding, and chemicals. It built and equipped ship-
yards and erected plants for the manufacture of ship parts. It helped
to finance the expansion of production facilities for chemicals such as
alcohol, toluene, sulfuric acid, oxygen, and acetylene, all of which
were vital in the manufacture of munitions and to general industry.
DPC also made substantial investments in plants for expanding the
radio and communications industry. Another way in which DPC
assisted in the war effort was by stimulating the increased production
of machine tools and thereby facilitate the conversion of industry to
war production as well as to equip the new plants constructed by DPC.

In addition to manufacturing plants, some of which were the larg-
est in the Nation, a wide range of other facilities were provided, such
as tugboats and barges for river transportation, railroed tank cars
for transportation of products such as butadiene and chlorine, pipe-
lines (notably the Big Inch and Little Big Inch) for the transporta-
tion of petroleum and petroleum products, 1,200 sleeper cars and 400
kitchen cars for troop trains, and streetcars and buses for transporta-
tion of war workers.

DPC assisted the War Department’s pilot-training program
through the purchase and expansion of 62 flying schools and by pro-
viding training planes and housing for cadets. -

The variety of projects undertaken by DPC was very extensive.
Among the most unusual were the financing of facilities to process
rice by a new method which permitted the United States to augment
the rice supply for China without danger of weevil infestation, to
develop milkweed to relieve the shortage of kapok for stuffing life
Preservers, to produce desalting kits for installation in liferafts, and
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to breed rodents for use in medical laboratories. Four floating gen-
erator plants were constructed to relieve electric power shortages in
areas that could be reached by water. A large underground stone
quarry in Kansas was converted into refrigerated storage space. Fa-
cilities were provided for dehydrating, curing, and concentrating
fruits and vegetables for distribution to American troops and allies.
Also, DPC financed the expansion of laboratory facilities to produce
penicillin. The number of plants at which DPC projects were lo-
cated and the amounts authorized for them are summarized by in-
dustry classification in the table below.

Number Amount au-
Type of facility of plant thorized (in
locations thousands
of dollars)
Total 2,492 $8,977, 506
Manufacturing facilities 2,265 8,470,822
Alreraft, alreraft engines, and parts. 38
Alominum and magnestam - - = 3 2on e
‘Aviation gasoline 45 " 324, 142
Chemicals 100 214, 038
Machine tools 166 90, 93
Minerals. . 79 178, 869
%;r(‘i'lm“md 120 405,778
o and communieati )
g {‘elg‘ bui‘lidl#z ation equipment igg 119, 599
BN [$)13 A
. 2 1,147, 788
Synthetlc rubber. 1%8 1,055, 936
Other manufacturing. 230 ' 143,694
Nonmanufacturing facilities 227 506, 684
Flylng schools '
Transportation facilities 118 4%’ %:
Housing 29 20,498
16 6,013

Th.e data in the table above are cumulated through August 31, 1946,
and include amounts authorized by RFC’s Office of Defense Plant
after the dissolution of DPC on June 30, 1945.

Under the provisions of its charter, DPC could undertake to con-
struct and equip facilities on its own authority. However, with very
fgw exceptions, DP(? undertook projects only upon the recommenda-
tion and sponsorship of other Government agencies administering
defense and war programs. The amounts of DPC authorizations
sponsored by such agencies is shown in the following table:

Amount
8ponsoring Agency authorl A orae
zed ring ed,
(in thousands Sponsoring agency S oasands
of dollars) of dollars)
TOtal. e ecaee i
------------ 48,977,508 || Navy Department._....... ooooooem 8604, 367
War Department. ... .. Petrolewm Administrator for Wat.-- 525,926
ar Production Board T -7-7m ;,5% 100 || Office of Defense Transportation. .- 165, 742
Rubber Reserve Company.-oooooo.| 86 g9 %ﬁ%’g‘@gﬁ{’@mmn """"""" 1% o
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The “Other agencies” shown in the foregoing table as sponsors of
DPC projects include Department of Agriculture, Commodity Credit
Corporation, Metals Reserve Company, Solid Fuels Administration,
Civil Aeronautics Authority, Office of Strategic Services, Office of
War Information, War Shipping Administration, Foreign Economic
Administration, Treasury Department, War Relocation Authority,
and National Housing Administration.

.For more than half of the amounts authorized by DPC for indus-
trial projects, the Corporation had “takeout” agreements with the
Sponsoring agencies under which DPC was eventually to be reim-
bursed for all or part of its investment. In most cases these “takeout
agresments” provided for DPC to recover from 40 to 50 percent of
the cost of a project as construction progressed. The remainder was
to be received at some later date, if and when the sponsoring agency
would request and receive specific appropriations from Congress for
that purpose. Ownership of the facilities covered was to remain in
DPC, but a sponsoring agency retained the right to take owner-
ship upon fulfillment of its part of the “takeout” agreement. To
June 30, 1945, DPC had received $1,360,974,000 in reimbursements
and $6,969,000 in interest under these arrangements. It was originally
intended that final settlement with sponsoring agencies would be
made on or befors June 30, 1945—later extended to June 30, 1946.
However, since at the close of the war it appeared that no useful
purpose would be accomplished by appropriating funds for agencies
to pay over to DPC, none of the sponsors requested appropriations
for the purpose of making final settlements under the “takeout”
agreements.

Defense Plant Corporation relied upon the sponsoring agencies to
determine the nature of the various projects built, their size and loca-
tion, the processes to be employed, and the selection of the private
enterprise concerns to operate them under lease agreements. The
agreements between DPC and the plant operators were in two parts:
one for the design, purchase, and construction of the facilities for the
account of and under the supervision of DPC; and the other part
for the lease and operation of the properties. Generally, the lease
agreements with the operators were of the following types:

1. Leases specifying a rental of $1 per year were used when
the entire output of a plant was intended for the use of a Gov-
ernment procurement agency, or when the property was le?ased
to another Federal agency. These leases usually were associated
with the “takeout” agreements noted above.

2. Leases calling for the payment of rentals based upon a per-
centage of construction cost. These were used in cases where
conditions were favorable for the lessee to assume all financial
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risks in operating the facilities. The rental rates in these leases
usually were 5 percent per annum on land and buildings and 12
percent on equipment, payable quarterly or annually.

3. Leases providing for rentals to be based upon either sales,
net profit, or volume of production. These were used where un-
stable market conditions, untried products, or new processes
made the lessees unwilling to assume full financial risks in op-
erating DPC facilities.

4. Lease agreements providing for the payment of fixed
amounts of rentals during each month, quarter, or other time
period.

Although the lessees of DPC facilities generally were private con-
cerns, 92 projects were operated under agency agreements for the ac-
count of other RFC subsidiaries, a few were leased to other agencies
of the Government, and 39 were operated for the account of DPC
itself under agreements with private companies, which undertook to
serve as agents, generally on 4 fee basis.

Except for those covering aluminum, magnesium, and synthetic
rubber plants, the leases included options under which the lessees
;mght acquire the facilities upon expiration or cancellation of the

eases,

In certain cases, separate units of machinery, tools, and equipment
became excess to the needs of the projects of which originally they
had been a part. At the request of either the War or Navy Depart-
ments, DPC would install these units in privately owned plants under
leasing arrangements underwritten by the department making the re-
quest. Such arrangements were made in nearly 1,600 instances, and
the users of the equipment paid monthly rentals at the rate of 1 per-
cent of the cost of the equipment.

In ad(‘liti?n to its activities in connection with the construction
and equipping .of industrial facilities, Defense Plant Corporation
Imdgrbook to stimulate the production of machine tools, gages, and
cutting tools needed for the conversion of industry to war produc-
tion and to equip the new plants being constructed. To do this,
Dp C entered into firm purchase agreements with manufacturers for
specific types and quantities of cutters, grinders, millers, shapers,
planers, borers, drop hammers, and tools and related equipment. In
offect, these purchase agreements were underwritings. For the most
part, the manufacturers were to sell the machines directly to indus-
trial enterprises even though their manufacture was covered by DPC
p utr;:Ihase orders. DPC agreed to take deliveries of unsold machines
within 30 days after availability, at a discount of 17 14 percent. Also,

C agreed to pay losses incurred b f
i th use o
cancellation of DPC purchase orders, y the manufacturers bece
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To assist in financing the manufacturing program, DPC agreed to
advance up to 30 percent of the amount of each purchase order. The
funds so advanced were to be repaid proportionately as deliveries
progressed under the purchase order.

Commitments made by DPC for the purchase of machine tools and
related equipment aggregated approximately $2 billion. The Cor-
poration advanced $418 million to aid in financing the production of
equipment ordered. Under its agreements to purchase unsold ma-
chines, DPC was required to take delivery of equipment with a pur-
chase price of only $27 million, before discount.

Defense Plant Corporation was dissolved July 1, 1945, and its func-
tions, assets, and liabilities merged with RFC in accordance with the
provisions of the act approved June 80, 1945, At the time of its dis-
solution, DPC held plants, facilities, and other assets which had cost
the Corporation nearly $7 billion. Recoveries to June 30, 1945, from
“takeout” agreements, rentals, and other sources had aggregated about
$2.5 billion, leaving DPC indebted to its parent to the extent of about
$5.1 billion for capital stock and loans.

After June 30, 1945, RFC continued to liquidate DPC’s assets and
some further recoveries were made. However, with the bulk of DPC’s
assets consisting of industrial facilities which subsequently were de-
clared surplus, substantial recoveries by RFC were precluded, and
such of DPC’s expenditures as were unrecovered on June 30, 1947,
made up a large part of the $9.3 billion of RFC notes payable to the
Secretary of the Treasury which were canceled at that time as rep-
resenting the unrecovered costs of the Corporation’s national de-
fense, war, and reconversion activities.

Defense Supplies Corporation

Defense Supplies Corporation was organized on August 22, 1940,
under the authority of section 5(d) of the RFC Act, as amended.
The Corporation was financed with $5 million of capital stock sub-
scribed and paid for by RFC, and during its existence borrowed from
RFC a total of $6,389,345,975. (See table W-5 in app. C.)

The charter of the Corporation provided that the affairs of DSC
should be managed by a Board of Directors appointed by RFC. Most
of the members of DSC’s Board of Directors, and most of the of-
ficers appointed by them, also were directors of RFC or of its other
subsidiaries,

The Corporation had two principal functions. One, the procure-
ment, stockpiling, and disposal of nonmetallic commodities defined as
strategic and critical by the President. The other, the pa:yfnent of
subsidies to producers and transporters of strategic and ecritical ma-
terials and for purposes of price stabilization.
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All programs and activities of DSC were undertaken at the request
or under the sponsorship of other Government agencies. The Cor-
poration did not assume responsibility for the policymaking functions
incident to its undertakings, but assumed responsibility for pro-
cedural and administrative functions only. Policies for the com-
modity trading operations were determined by the War Production
Board, the Office of Price Administration, the Board of Economic
Warfare (and its successor, the Foreign Economic Administration),
the War and Navy Departments, and other interested agencies. For
the subsidy operations, policies were laid down by the Office of Eco-
nomic Stabilization, the Office of Price Administration, the Depart-
ment of Agriculture, the Petroleum Administration for War, and
others.

The commodity trading activities of DSC included the development,
procurement, manufacture, stockpiling, and disposal of strategic and
critical materials, chiefly those of a nonmetallic character. The table
below shows the types and quantities of materials and supplies ac-
quired by Defense Supplies Corporation (and its successor, RFC’s
Office of Defense Supplies) through June 30, 1948.

Material Unit Quantity
e
Absaca
Aggt_ylene black. Poug:’i 3*7): 296 ggg
do 517,471
Agave fiber do.. 1, 882, 673, 605
Airplanes Each ' 421
ﬂ‘t‘»ﬂa{ﬁ? logs and lumber. . Board f00t- ..o wmmemeen 724, 464
‘Aleohol Byproduets Wine gallon 1,25, 415
Al ametoe it o G
Aluminum Tivets b i
Alum wire do. " 17,805
Antitrition bearisis. . Hash 1, 366, %08
accessorfes, and ammuniti o
Arms, frozen stocks 3 unition Dol]‘t‘ar 19 &1;' 2%‘1?
T R 1 7" 0 5,389
Avlg%lonfgasoline: Each ° !
octane.
Barrel 3,040,023
100 octans. o asz,m%,:g;g
- do. -
B s gasist iy
Belladonna leaves Pound. " 201,088
plire. 3
Benzol byprodaets. . Gallon 170,453, 63
Binder twine and rope “Pomd o
Butohers Tokss Yard I} 2 ze6e2,20
Calcined petroleutt coke Each - 18 5ot
Calcium carbide. -] Ton 835
Caledon khakd dye Pound. -~ WA
CGarbon black do prei
Carbonyl, iron.... do 260, 520 475
S 32 pa
role - ! 380,
8&9‘?";5@31)‘3 . um cracking) Tondn 9 380,783
inchona bar Pound. : 28,171, 710
Anthracite. ..
Bituminous Ton 2172._}5(;36
Db i .
ifi .
Colr yarn and pr duacta o countries Iﬁ‘ﬁ"%‘fﬂ" ----------------- 4 }8&2@

See footnotes at end of table.
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Material Unit Quantity
Copra Pound 7,981, 055
Cork, Metric ton 74, 526
Cotton and flax Pound. 84, 589, 072
Cotton fabrics Yard 145, 550, 528
Cotton linters Pound 56, 518, 697
Cresylle acid QGallon 6, 136, 037
Crude oil, west Texas_.. Barrel §, 387, 586
Diamond bort and cleavage points Carat 10, 101
Diamond bort, foreign do. 30, 000
Diamond dies:
Domestie. Each, 6,048
Foreign do. 18, 635
Die stones. Carat, 180
Duck feathers. Pound. 107,915
%lastlc web gnﬁ br:{d- - };ar: 15,431, 5;&
mergency field rations. . acl
E g{%. v Pound 288,377
E{%yl cellulose. - do. 1, 249, 936
Fiber and fiber seed samples do 1,010, 389
Fiber, roselle and malva. do. 112,858
Gas and coal furnaces ! Each 732
goat ndnd kid skins 5 dt& 50, 565, 330
0050 - ]
Hair own . ouilln 1,188, 755
Hides_ Each )
Hydrogenated naphtha, Barrel 2, 579, 330
Hydrogenated byproducts do. 851,088
Hyocine hydrobromide ...} Ounce 300
Insulated wire, Foot.. 3,516,748
Todine Pound 496, 705
Istle fiber. do. 101, 205, 164
i H
ewel bearings Each 13, 361, 581
Forelgn___._. do. 82, 634,007
Jute:
Fiber. Pound. 368, 616, 209
Yarn I ) 4,000, 442
Kapok. I M do. 15, 0?233, 682
Lay 1 ---.| Dollar. 3
I.eatmﬁg_wd drycleaning machinery 2 7,740, 001
Leather, South American 32
Leather and woolen mittens ®.
Iﬁooltla sponges. . Finmt
ahogany logs and lum
Manila ﬂger e

Manila fiber, Philippine.
Meta para cresol
Mexican prairie or junk bones
Milkweed ffoss

Molasses. ..
Motor vehicles 1
Nitrate of soda.
0il burners 1
Oiticica oil

OPlum

Plg bristles

i el e
ydichloros -

Polyvinyl chioride

Quartz crystal plates.
S ol

o components
Raffia ﬂberp
Rapeseed oil
Raegon twill and acetate tafleta.
Red squill

Relrigerators 1

Requisitioned materials3

%evolvers 3

Roving r

Rubber thread

3anseveria fiber.
hire.

seads.
Sewing machines and equipment 2
Sharksking and sharkllegeﬁp
Shearlings and lambskins
8hellac.
Bhoe pacs 2,
See footnotes at end of table,
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Material Unit Quantity

8ilk Pound . 8, 745,040
8ilk and nylon hosiery, used do 15,954, 858
8ilk waste. do. 54,9019
8isal machinery. Dollar. 5,495
Bpace heaters, ofl and gas? Each 18,832
8tirrup pumps 3, do 1,282,168
Storage tanks 2, Dollar.
Sug Cuban Ton 1,980, 710

Domestc. do - 95, 574
Sugar bags ----| Each 6,000, 000
Sunfiower seed ofl. Pound 2,634,771
Sunmn hemp do 6,280, 409
Tetra ethyl luld do. 253, 665
Tires and tubes 2 Dollar. 83,888, 764
vy (i) i ----| Each 5%

cks do.

o Pound o 27, 518,951
Typhus fover vaccine. Liter 2,000
gggfrgg{rts and underdrawers ¥ . oceeeo oo ocaennn ]r;m-h » 2 3L218' 751

hmg' oun - )y J
Vinyl acetat o 704, 747
‘Wool:
Australian and New Zealand do - 302,670,823
Requisitioned, Bouth American do. 5,300,193
Uruguayan do . 84, 579, 280
Xylidines Gallon 7,207,

1 Included in program for rellef of dealers in restricted .
3 Included in program for distribution of restricted w&%ﬁ?ﬁ
$ Commodities requisitioned by War Production Board.

The materials and supplies acquired by DSC in its trading programs
were either placed in stockpile or sold to manufacturers and other con-
sumers under allocations by the War Production Board and other
Government agencies. A substantial portion of the funds used for the
procurement of strategic materials and commodities was recovered
from sales.

The Corporation’s subsidy payment programs, however, afforded
no opportunities for recoveries. Disbursements for subsidy purposes
made up the largest single class of DSC’s expenditures. The table
below shows the amounts paid by DSC (and its successor, RFC’s
Office of Defense Supplies) in each of its subsidy programs through
June 30, 1:948. The data in this table do not give effect to amounts
recovered in cases of overpayment or other adjustments.

Program Disburse- Program Disbusee
ments ments
Livestock slanghter..__......___.__. $1, 540, 623, 130 ugay transporta
ll;?atruglglum n transporéation. 2| 848, 062, 871 %Voodpnl produt(izi?l%n-.
Butter production......... %’g&% Dtrate of soda
Beripper well il produsiion d 1T e || Oters
Ooftes importation. .| i1 Total
Building materials, veterans’ exmer- !
gency housing program.......___._. 42,787, 522

Defepse Supp]ies: QOrporation was dissolved July 1, 1945, in accord-
ance with the provisions of the act approved June 30, 1945. Prior t0
that time, the Corporation’s activities had produced funds sufficient t0
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repay $4.8 billion of the loans made to DSC by RFC. However, when
DSC was dissolved, it was still indebted to RFC for $1.6 billion of
loans and capital stock. The functions, assets, and liabilities of DSC
were merged with those of RFC, and RFC continued to liquidate and
realize upon DSC’s assets. Such amounts as had not been recovered
on June 30, 1947, were included in the RFC notes payable to the Secre-
tary of the Treasury which were canceled as representing the un-
recovered costs of national defense, war, and reconversion activities.

One program undertaken by Defense Supplies Corporation which
was continued following World War I1 was that for the production of
abaca fiber (manila hemp) on plantations in Central America. Au-
thority to continue the program until 1960 was provided by the Abaca
Production Act of 1950. Under the provisions of Executive Order
10539, effective June 30, 1954, responsibility for administration of the
Government’s abaca program was transferred from RFC to General
Services Administration.

War Damage Corporation

War Damage Corporation was created on December 13, 1941, under
the authority of section 5(d) of the RFC Act, as amended. The Cor-
poration was established as War Insurance Corporation, but by an act
approved March 27, 1942, the name was changed to War Damage
Corporation.

The purpose of the Corporation was to provide reasonable insur-
ance protection against loss of or damage to property as the result of
enemy attack, or from the action of the military, naval, or air force of
the United States in resisting enemy attack.

The charter of WDC provided for a total authorized capital stock
of $100 million. RFC subscribed for all of the stock and paid in $1
million. The remaining $99 million was never disbursed and was
subsequently canceled. (See table W—6 in app. C.) .

The management of War Damage Corporation was vested in a
Board of Directors appointed by RFC. Most of the members of
WDC’s Board, and most of the officers appointed by them, a]so.served
as directors or officers of RFC itself or of RF(C’s other subsidiaries.

To conduct its program, War Damage Corporation entered into
agreements with 546 established insurance carriers. These insurance
companies agreed to act as fiduciary agents for WDC in receiving ap-
plications, issuing policies, and otherwise handling the _program.
There were approximately 1,200 policy-issuing offices active in the
Program. ]

There were approximately 8,700,000 policies and renewal certd.ic?,tes
issued for war damage insurance involving a risk of $117 billion.
There were 1,782 claims paid, amounting to $1,274,744. Of the total,
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1,491 claims amounting to $1,198,705 were paid to residents of Hawaii
and other Pacific islands under the Corporation’s “prepolicy” pro-
gram. This program was in effect until July 1, 1942, while the general
program was being formulated, and provided protection for property
in the United States, its Territories, and its possessions without pay-
ment of premium or insurance.

By the provisions of its charter, WDC had existence only until
January 22, 1947, except for purposes of liquidation. No policies were
issued after March 15,1946, and all policies expired April 1,1947. The
Corporation’s operations produced a net income of $210,598,722, all of
which was paid to the Treasury of the United States.

All recorded assets of WDC were liquidated prior to June 30, 1949,
and the final payment of net earnings was made to the Treasury on
December 30, 1949. However, the capital stock of WDC was not can-
celed until 1959. This came about because of lawsuits filed by former
policyholders seeking to recover the Corporation’s net income which
had been paid into the Treasury. The stock of WDC was transferred .
from RFC to the Secretary of the Treasury under the provisions of
Reorganization Plan No. 1 of 1957, and was not canceled until the
time for all appeals on the one remaining suit had expired.

' For statistical purposes, it has been considered that the investment
in WDC’s capital stock was recovered in the net earnings of the Cor-

Poration and was returned with the $209,827,810 paid to the Treasury
on August 29, 1947,

U.S. Commercial Company

U.S. Commercial Company was created as a corporation on March
26, 1942, under the authority of section 5(d) of the RFC Act, as
amended. The Company had capital stock of $5 million subscribed
and paid for by RFC, and during its existence borrowed $1,988,277,234
from RFC to finance its activities. (See table W-7 in app. C.)

Under the provisions of its charter, the affairs of USCC were to be
managed by a Board of Directors appointed by RFC. During the
first 15 months of its existence, the affairs of USCC were managed
by a Board of Directors appointed by RFC. Most of the members
of this Bo?,rfl ajlso were directors or officers of RFC itself or of its
other subsidiaries, During that 15-month period, the activities of
US.CC were closely allied to those of other RFC subsidiaries, all of
which were (fonducbed under the general supervision of the Federal
goan Admm}strator whose authority, by law, transcended that of the
hoards of Directors of RFC and its subsidiaries. However, during
t e.ﬁrs.t 15-month period, the Board of Economic Warfare was influ-
ential in the anagement of USCC and its activities.

By Executive Order 9861, dated J uly 15, 1943, USCC was trans-
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ferred to the Office of Economic Warfare, established by the same
order to succeed the Board of Economic Warfare. On September
25, 1943, by the provisions of Executive Order 9380, all functions of
the Office of Economic Warfare, including USCC, were transferred
to the Foreign Economic Administration established by that same
order.

According to the terms of Executive Order 9361, the capital stock
of USCC was transferred to the Office of Economic Warfare, despite
the stock being described as “nontransferrable” in USCC’s charter.
The order did not provide for surrender of the stock certificates by
RFC, nor was any provision made for a consideration to be paid to
RFC for its investment in USCC stock. Throughout, the position of
RFC’s management was that the capital stock of USCC was owned
by RFC and that USCC was its subsidiary. The matter was finally
resolved by Executive Order 9630, dated September 27, 1945, which
discontinued the Foreign Economic Administration and assigned
the management of USCC to RFC effective October 20, 1945.

The principal functions of USCC were (1) the conduct of preclusive
buying operations and other disruptive activities abroad designed to
prevent the acquisition of strategic commodities by enemy powers,
and (2) the procurement and stockpiling abroad of strategic materials
for delivery to other agencies of the Government.

With a few exceptions, the preclusive buying operations of USCC
were carried on jointly with a British counterpart, United Kingdom
Commercial Corporation. The preclusive buying operations were con-
ducted with great secrecy and with a minimum of administrative re-
striction. It also was necessary that funds be available to USCC’s
foreign representatives in ample and relatively unrestricted supply.
Preclusive buying operations were conducted principally in Spain,
Portugal, and Turkey.

The acquisition and importation of strategic commodities was a
function assigned to USCC upon its transfer to the Foreign Economic
Administration, which was effective July 15,1948. For the most part,
the commodities purchased were those which formerly had been pur-
chased and imported by Metals Reserve Company, Defense Supplies
Corporation, and Commedity Credit Corporation. Stockpiling abroad
was a secondary objective of the procurement programs and })ecame
necessary in some areas because of the lack of shipping facilities. In
many instances, the procurement. programs wers S}lpplemented b.y
development projects designed to increase supplies of strategic
commodities,

Beginning in 1948, the USCC (then under the direction of the Board
of Economic Warfare) undertook to procure and ship farm lpachmery,
vegetable seeds, fertilizers, and other supplies for the establishment of
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food-producing projects in certain South Pacific islands which had
been liberated from Japan. In addition, trade goods were shipped
to the islands for sale to the natives. In return USCC purchased copra
and native handicrafts. The program was undertaken at the request
of the Navy Department and its purposes were to (1) raise fresh food-
stuffs for the Armed Forces and thus conserve shipping space by
decreasing the amount of foodstuffs transported to the islands, and
(2) to supply the natives with trade goods until such time as orderly
private trade could be resumed. This program subsequently was
extended to newly liberated islands, and similar activities were carried
on in the Philippine Islands after their liberation in 1944.

Following World War II, USCC acted as agent for the War Depart-
ment in the importation of raw materials and manufactured goods
from Japan, Germany, and Korea and the sale of such commodities
both domestically and abroad. The Company also acted as agent for
Commodity Credit Corporation in the exportation of cotton to Japan
and Germany for the manufacture of textiles. These programs were
initiated to expedite the return of international trade to normal chan-
nels, assist the War Department to defray occupation costs, and pro-
vide dollar exchange for military authorities in occupied areas.

After the management of USCC had been transferred to the Board
?f Economic Warfare, 8 memorandum of understanding was entered
into between RFC and BEW which read, in part, “The Office of the
RFC Treasurer will perform the necessary fiscal services and maintain
the necessary accounting records for USCC. The financial and
statistical records shall be maintained in accordance with instructions .
issued by the USCC.” The instructions referred to were never issued.
Under BEW and its successors, USCC established foreign offices in
some 80 locations. With administrative responsibility for USCC rest-
ing in BEW and its successors, and with broad and uncontrolled dele-
gations of authority to the many foreign offices, the financial and
statistical records which RFC was able to maintain on USCC’s activi-
ties were not sufficient to provide data on the operation of specific
programs, or for specific commodities.

By the terms of its charter, USCC expired on June 30, 1948.
Through that date, the operations of USCC had provided funds
;l;ﬁiﬁlgét to repay all but about $165 million of the $2 billion advanced

Such investment as RFC had in USCC on June 80, 1947, was in-
cluded in with the cancellation of RFG notes payable to the Secretary

of the Treasuryas unrecovered costs from national defense, war, and
reconversion activities,
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Rubber Development Corporation

Pacific Development Co., Incorporated, was privately organized
under the laws of Delaware in November 1940. The ostensible pur-
pose of the company was to exploit certain mining properties in the
Galapagos Islands. The company operated on funds borrowed from
Export-Import Bank of Washington and from Defense Supplies Cor-
poration. The advances made by DSC were not repaid, and when
the project was abandoned in February 1942, the stock was turned
over to DSC. Defense Supplies Corporation sold the stock to RFC
for $1, and Pacific Development Co., Inc., remained inactive until
February 16, 1943, when the certificate of incorporation was amended
to change its name to Rubber Development Corporation, and to alter
the nature of its business so as to enable RDC to engage in rubber
trading activities. Also, the authorized capital was changed to 2,000
shares of $100 par value, and new certificates for 1,000 shares were
issued to RFC in exchange for the stock which RFC had acquired
from Defense Supplies Corporation. No assets were received by
RDC in this recapitalization and it thus began operations without
funds,

Rubber Development Corporation was managed by a Board of
Directors. Most of the members of this Board came from private
industry and were not otherwise associated with the management of
RFC itself or of its other subsidiaries. However, the officers and
other personnel of RDC were employees of RFC and their salaries
were paid by that Corporation.

By agreement between RFC, the Board of Economic Warfare, the
Rubber Director, and the Secretary of Commerce, effective February
23, 1943, Rubber Development Corporation was assigned full re-
sponsibility for developing sources and acquiring natural rubber and
related products in foreign countries. Prior to this agreement, such
activities had been the functions of Rubber Reserve Company.

Executive Order 9361, dated July 15, 1943, transferred RD(? to
the Office of Economic Warfare. However, RFC was not required
to surrender the stock certificates evidencing owmership of RDC.
Again, by Executive Order 9380, dated September 25, 1943, OEW
(including RDC) was transferred to the Foreign Economlc. Adminis-
tration. The latter agency was terminated by Executive Order
9630, dated September 27, 1945, and the management of RDC was
returned to RFC. .

By the provisions of its charter, Rubber Development Corporation
expired on June 30, 1947. However, its existence after June 30, 1046,
was only nominal sinece its assets, liabilities, and functions were trans-
ferred by contract to RFC on that date.
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Except for the $1 paid by RFC for the capital stock of the original
company, RDC was financed exclusively by loans from RFC which
aggregated $337,131,523, All but $58,215,665 of this amount had been
repaid when the Corporation was merged with RFC on June 30,
1046. (See table W-8 in appendix C.) Such RFC investment as
remained in the assets of the Corporation on June 30, 1947, was in-
cluded in the RFC notes payable to the Secretary of the Treasury
which were canceled at that time as unrecovered costs of national
defense, war, and reconversion activities.

Petroleum Reserves Corporation

Petroleum Reserves Corporation was created on June 30, 1943,
under the authority of section 5(d) of the RFC Act, as amended.
The purpose for which it was organized was to acquire ownership or
interest in foreign oil reserves, and to construet or acquire facilities
abroad for the handling of petroleum products.

At the time it was created, RFC authorized the purchase of
$1 million of PRC’s capital stock. However, on August 17, 1943,
the authorization for the purchase of capital stock was rescinded, and
a loan of $1 million authorized. Of the latter, $100,000 was dis-
bursed to PRC and was expended in the preliminary phases of 2
project to construct refinery facilities in Saudi Arabia. The project
was dropped, however, and PRC became virtually inactive.

On November 15, 1945, the Corporation’s charter was amended
and its name was changed to “War Assets Corporation” in order to
facilitate use of the Corporation as a disposal agent for surplus
property. At this time, RFC again authorized the purchase of
$1 million WAC capital stock, and this was paid in. (See table w-9
in app. C). On March 25, 1946, War Assets Corporation’s func-
tions were transferred to War Assets Administration, and the Cor-
poration ceased to function as a disposal agent. All sums advanced

to PRC and WAC were recovered by RFC, and the Corporation was
dissolved on June 30, 1946. YA o oTee

Cancellation of RFC's Notes Payable to Treasury

As RFQ’S wartime subsidiaries expired, or were otherwise termi-
nated, their assets and liabilities were merged with those of the parent
organization. Except for War Damage Corporation and Petroleum
Reserves Corporation (War Assets Corporation), the ultimate ré
covery mede on the assets of the separate subsidiaries cannot be
determined.

As of June 30, 1947, the RFC determined that the unrecovered costs
and net expenses of the national defense, war, and reconversion activ-

ities carried on by its wartime subsidiaries amounted to $9,313,736,531,
computed as follows:;
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Loans, advances, receivables, and securities:
Loans in connection with the acquisition
of materials (including accrued inter-

Advances for the construction and equip-
pingof plants_______________.._____
Advances in connection with the procure-
ment of materials.____._.______.__._._
Accounts receivable from Treasury De-
partment for strategic materials trans-
ferred under Public Law 520, 79th

Accounts receivable from other U.S. Gov-
ernment agencies, arising principally
from sales of strategic materials; and
reimbursable services performed in con-
nection with the protection and mainte~
nance of capital facilities. .. __..----

Receivables from others, arising princi-
pally from sales of strategic materials
and rentals from leased facilities..----

Miscellaneous securities, principally those
of enterprises operating in foreign coun-
tries in connection with the production
or procurement of strategic materials
and supplies. - .o coeecoca -

Property, plants, equipment, and related
facilities and costs:

Property, plant and equipment, a sub-
stantial part of which was declared
Burplus. - oo eeaem

Excess of cost over proceeds from sales
and other disposals of plants and equip-

Expenses, principally for servicing and
administering leases, standby, plant
clearance, protection, and mainte-

Development and experimental costs for
special design aireraft. - _.-c.o---
Utility connection charges- - - ------~
Writeoff of investment occasioned by
transfer of Hotel Empire, San Fran-
cisco, Calif., to Public Buildings Ad-
ministration without reimbursement. .
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$16, 813, 804
1, 995, 700

22, 888, 325

187, 898, 259

50, 273, 741

102, 573, 985

4, 215, 218

6, 551, 503, 411
360, 339, 945

154, 540, 038

15, 338, 247
4,349, 653

2, 137, 869

7, 088, 209, 163

e — e
" ..

$386, 659, 032
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Property, plants, equipment, and related facil-
ities and costs—Continued
Less:

Payments received from other U.S.
Government agencies under agree-
ments providing for contingent
reimbursement of costs of war-

time capital facilities...---—-.__-- $1, 879, 877, 783

Rentals and other income. -~
Carrying value of properties acquired
without cost- - - e

816, 702, 310

2, 132, 939

———eet

2, 198, 713, 032

Production or procurement, and disposition of
strategic materials and supplies:

Inventories of strategic materials and

operating supplies held for disposal,

declaration as surplus, or transfer to
national stockpile:

Metals and minerals. ____oooo_o___

Rubber and related commodities_ ...

Other strategic materials. - ..~o-.

Operating and other supplies

171, 709, 834
169, 443, 028
38, 814, 066
36, 551, 155

——— e

Net cost of handling, processing, and manu-
facturing strategic materials (including
settlements and expense of $47,993,790
on termination of contracts and less ex-
pended appropriated funds of $16,302,-
375 received from other U.S. Govern-
ment agencies):

Metals and minerals. __ ... ;eeeeeoo
Natural, synthetic, and scrap rubber...
Other commodities, principally alcohol,
aviation gasoline, petroleum, food-
stuffs, hides, fibers and their prod-
ucts, and chemicals

Cost of strategic materials transferred to
national stockpile, less accounts receiv-

..............................

Cost of inventories declared surplus and
accepted by disposal agenecies_ . _______.
Reimbursement to producers of aluminum
for excess power costs._._._____.______
Development and experimental costs in

connection with procurement of strategic
materials

............................

1Excess of income over costs,
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416, 518, 083

118, 132, 716
69, 168, 917

1278, 263, 652

190, 962, 019

62, 763, 962
85, 250, 370

26, 039, 420

3, 420, 597

$4, 889, 496, 131



FINANCING RFC'S WARTIME SUBSIDIARIES

Production or procurement, and disposition of
strategic materials and supplies—Continued
Cost of preclusive procurement and related
operations abroad, including activities
conducted jointly with United Kingdom

Commercial Corporation. . ___.._______ $117, 540, 613
—_—  $570, 571, 026
Direct subsidies to producers and others:

Livestock, to slaughterers__.._._._____.._ 1, 547, 148, 094
Petroleum transportation compensatory

adjustments, neb.. .o coomcoeeoo___ 8538, 232, 488
Flour, to producers_ - o oo comoooo 348, 431, 265
Butter, to producers_ . __ ... 181, 617, 850
Copper, lead and zine, to producers who

exceeded qUOtAS. o oo oo oo 349, 969, 942

Other, principally on production from
stripper oil wells, and on transportation of

coal and SUEAT. « - oo ceeee e mmeceeee 309, 034, 404
8, 089, 434, 043

Other costs and expenses:
Interest expense (including $352, 820, 230
on funds borrowed from Treasury De-

Partment) . .o oo 354, 134, 288
Administrative eXpenses .- - cceeooeoa- 108, 802, 885
Miscellaneous costs and deferred charges_. 11, 476, 421
S 474, 413, 594
9, 410, 573, 826

Less other income:
Net proceeds of renegotiation settlements.. 83, 936, 935

Discount and interest earned.—. .- cen-. 7, 611,753
Service £668. - oo 3, 051, 253
Miscellaneous income. - - .o - ccccomeeen- 2, 237, 354

— 96, 837, 295

9, 313, 736, 631

Unrecovered costs and net expenses. .o .- a-ceemcee-

In the Government Corporations Appropriation Act, 1949, ap-
proved June 30, 1948, the Secretary of the Treasury was authorized
and directed to cancel notes of the RFC in the amount of
$9,318,736,531, plus the interest accrued thereon subsequent to June
30, 1947, The amount of notes canceled for this interest expense
was $46,005,553. The same act also directed that any amounts re-
covered by RFC after June 30, 1947, from the national defense,.wa,r,
and reconversion activities be deposited in the Treasury as miscel-
laneous receipts.
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Securities Purchased From Federal Emergency Administra-

tion of Public Works (Public Works Administration)

Prior to 1934, the Federal Emergency Administrator of Public
Works had been authorized to advance sums for the purchase of
marketable securities issued to finance employment-producing proj-
ects undertaken by railroads and by States and Territories or their
political subdivisions. In the Emergency Appropriation Act ap-
Proved June 19, 1934, the RFC was authorized to purchase market-
?.ble securities acquired by FERA (later Public Works Admin-
istrator) and the sums paid for such securities by RFC became
available to FERA for the making of additional loans under title
II of the National Industrial Recovery Act. The amount which
RFC might have invested in such securities at any one time initially
was limited to $250 million. However, this limitation was increased
to $400 million by the Public Works Administration Extension Act
approved June 29, 1937.

Altogether RFC authorized the purchase of $694,844,788, par
value, of the securities acquired by FERA (PWA). The amount
disbursed for the purchase of these securities was $651,471,58¢. Be-
cause of redemptions and sales to investment houses, the amount of
RFC’s outstanding investment in such securities never exceeded $200
million. (See table SP-1in app. C. )

The securities purchased by RFC from FERA (PWA) consisted
primarily of those issued by the political subdivisions of States and
Territories. However, some railroad securities were included in the
purchases. Most purchases of securities from FERA (PWA) were
made at par value. Whenever such securities were purchased at a
discount from par, the amount of the discount was usually one-third.
The table below summarizes RF(’s purchases of securities from

FERA (PWA).
Par valueof | Amount dis-
securities pur- bursed
At par:
Rallroads $106, 090, 500 $106, 090, 500
At d!ser._ . 388, 976, 517 368, 070, 517
4 discount:
Rallroggg 4, 800, 000 3, 200, 000
Other. 124,877,711 83, 204, 567
Total 694, 744, 788 651,471, 584
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FINAL REPORT ON THE RECONSTRUCTION FINANCE CORPORATION

By agreement with the Administrator of the Federal Emergency
Administration of Public Works, any net principal profit derived from
the sale or liquidation of the securities purchased would accrue to
the Public Works Administration, and the interest income from the
securities would accrue to RFC. As of November 30, 1950, the Cor-
poration had realized a net principal profit of $53,052,448 from sales
or retirements of the securities purchased from FERA (PWA). At
that date, $42,244,488 of this profit already had been paid to PWA, or
to the Treasury for the account of PWA and its successors. A settle-
ment was made with General Services Administration (successor to
PWA) as of November 30, 1950, under which the net principal profit
of $10,807,960 still held by RFC was reduced by $2,389,188, represent-
ing the difference between cost and appraised value of the unsold
securities still held by RFC, and $8,468,827 was paid into the Treas-
ury as a final settlement.
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Allocations and Loans to Government Agencies by
Direction of Congress

From 1932 to 1950, the RFC was used by the Congress to provide
funds for various Government programs by means other than direct
appropriations. The programs so financed were concentrated in the
fields of agriculture, housing, foreign aid, and work relief. Alto-
gether, a total of $6.6 billion was disbursed by RFC for these purposes.
Most of the Corporation’s advances were recovered through the
medium of congressional authorizations to cancel the notes which
RFC had issued to the Secretary of the Treasury to obtain the needed
funds. In all of these activities, the management of RFC exercised
little or no discretion as to ultimate use of the funds provided.

The table on page 152 is a summary of the loans and advances made
by RFC to other (Government agencies at the direction of the Con-
gress. The distribution of these activities by quarter-year periods
will be found in table A-1 in appendix C.

AGRICULTURE

At the start, RF(’s operations were closely related to the financing
of the broad programs then being conducted to aid the farm sector
of the economy.

Crop Loans

Section 2 of the originagl RFC Act directed that there be made avail-
able to the Secretary of Agriculture 10 percent of RFC’s capital
(including amounts borrowed from the Treasury) up to a maximum
of $200 million. It was intended that these funds be used for crop
loans during 1932 on terms and conditions to be prescribed by the
Secretary. RFC paid $135 million to the Secretary for these crop
loans, but the Secretary subsequently returned $20 million, leaving
$85 million of the crop loan fund unused. Under the provisions of
the Emergency Relief and Construction Act of 1932, $44,500,900 of
the unused amount was reallocated and disbursed as the caplt?.l_ of
the Regional Agricultural Credit Corporations. T_he remaining
$40,500,000 was paid to the Governor of the Farm Credit Administra-
tion pursuant to the provisions of the Farm Credit Act of 1933.

Further details on the advances made under section 2 of the RFC
Act, a3 amended, may be found in table A-2 in appendix C.
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Summary of Allocations and Loans to Govemment Agencies by Direction of Congress

Allocated Disbursed Returned RFO notes
canceled
Agricultars:
Secretary of Agriculture:
Allocation for crop loans. ...... $115,000,000 {  $115,000, 000 $115, 000, 000
Loans for farm rehabilitation...| 630,000, 000 621,113,000 |  $621,113,000 |----cacemmomees
Loans for farm tenants.....-... 277, 500, 000 214, 460, 000 174,002, 184 40, 367, 816
Land Bank Commissioner;
Allocation for loans to Jolut-
8tock Land Banks........... 100, 000, 000 2,600, 000 2, 600, 000
Allocation for loanstofarmers...| 145,000,000 145, 000, 000 145, 000, 000
Regional Agrieultural Oredit Cor-
porations:
Ao Lo capttal < -e-mes shimon |  sp0ee 5
ocation for expenses. caaeaa.- 1 »
Farm Crodit AQministration, aiio- 341,776 o ’
catlon to Governor-..—....__..._. 40, 500, 000 40, 500, 000 40, 500, 000
Federal Farm Mortgage Corpora-
tion, allocation gr loans to
farmers 65,000, 000 55,000, 000 55,000, 000
Oommogiotgt Credll‘: ta§3orpm-atlon, 97,000, 000
alloca or ca . :
Rural Electrification, & %7,000,000 | 7,000,000 '
tion, loans...._........ 031,500,000 | 602, 200, 000 01,351, 096 510, 848, 904
Total, agriculture. .o.eeooo... 2,450,341,776 | 1,060,714,778 | 886,556,280 | 1,074,158,4%
Housing:
Fotions 08 Adminlstrator, ol 97,861,381
B e 97,861, 381 97, 861, 381 , 861,
F‘i%::%‘m“"fm" oo nls, al- 24,741,000
nforcapltal L . ... 124,741,000 1 124,743,000 |ocecommocnccana 1
Hon O or capltal ... 124, 741, 000 124,741,000 foooooeooone - 124,
tion, allocation for capltalr.... 200,000,000 | 200, 000, 000 200, 000, 000
Total, housing............... - 422,602,381 | 422,602,381 422,602, 881
Rellef: g
Loauos to States, Emergency Reliet
and Construction Act o 1032...__.. 300,000,000 | 299,084, 909 17, 169, 232 282, 825, 767
Administrative e , Emer- e T
ﬁc& llnlseélel and Oonstruetion -
Allocations for " direst reliel 5" 126,812 e 1%,
Btates, upon certifieation of the
Federarlmrmergency Re