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Subpart 32.3—Loan Guarantees 
for Defense Production

32.300 Scope of subpart. 

This subpart prescribes policies and 
procedures for designated agencies’ 
guarantees of loans made by private fi-
nancial institutions to borrowers per-
forming contracts related to national 
defense (see 30.102).

32.301 Definitions. 

As used in this subpart— 
Borrower means a contractor, subcon-

tractor (at any tier), or other supplier 
who receives a guaranteed loan. 

Federal Reserve Board means the 
Board of Governors of the Federal Re-
serve System. 

Guaranteed loan or V loan means a 
loan, revolving credit fund, or other fi-
nancial arrangement made pursuant to 
Regulation V of the Federal Reserve 
Board, under which the guaranteeing 
agency is obligated, on demand of the 
lender, to purchase a stated percentage 
of the loan and to share any losses in 
the amount of the guaranteed percent-
age. 

Guaranteeing agency means any agen-
cy that the President has authorized to 
guarantee loans, through Federal Re-
serve Banks, for expediting national 
defense production. 

[48 FR 42328, Sept. 19, 1983, as amended at 66 
FR 2132, Jan. 10, 2001]

32.302 Authority. 

Congress has authorized Federal Re-
serve Banks to act, on behalf of guar-
anteeing agencies, as fiscal agents of 
the United States in the making of 
loan guarantees for defense production 
(Section 301, Defense Production Act of 
1950 (50 U.S.C. App. 2091)). By Executive 
Order 10480, August 14, 1953 (3 CFR 1949–
53), as amended, the President has des-
ignated the following agencies as guar-
anteeing agencies: 

(a) Department of Defense. 
(b) Department of Energy. 
(c) Department of Commerce. 
(d) Department of the Interior. 
(e) Department of Agriculture. 
(f) General Services Administration. 
(g) National Aeronautics and Space 

Administration.

32.303 General. 
(a) Section 301 of the Defense Produc-

tion Act authorizes loan guarantees for 
contract performance or other oper-
ations related to national defense, sub-
ject to amounts annually authorized by 
Congress on the maximum obligation 
of any guaranteeing agency under any 
loan, discount, advance, or commit-
ment in connection therewith, entered 
into under section 301. (See 50 U.S.C. 
App. 2091 for statutory limitations and 
exceptions concerning the authoriza-
tion of loan guarantee amounts and the 
use of loan guarantees for the preven-
tion of insolvency or bankruptcy.) 

(b) The guarantee shall be for less 
than 100 percent of the loan unless the 
agency determines that— 

(1) The circumstances are excep-
tional; 

(2) The operations of the contractor 
are vital to the national defense; and 

(3) No other suitable means of financ-
ing are available. 

(c) Loan guarantees are not issued to 
other agencies of the Government. 

(d) Guaranteed loans are essentially 
the same as conventional loans made 
by private financial institutions, ex-
cept that the guaranteeing agency is 
obligated, on demand of the lender, to 
purchase a stated percentage of the 
loan and to share any losses in the 
amount of the guaranteed percentage. 
It is the responsibility of the private fi-
nancial institution to disburse and col-
lect funds and to administer the loan. 
Under Regulation V of the Federal Re-
serve Board (12 CFR 245), any private 
financing institution may submit an 
application to the Federal Reserve 
Bank of its district for guarantee of a 
loan or credit. 

(e) Federal Reserve Banks will make 
the loan guarantee agreements on be-
half of the guaranteeing agencies. 

(f) Under Section 302(c) of Executive 
Order 10480, August 14, 1953 (3 CFR 1949–
53), as amended, all actions and oper-
ations of Federal Reserve Banks, as fis-
cal agents, are subject to the super-
vision of the Federal Reserve Board. 
The Federal Reserve Board is author-
ized to prescribe the following, after 
consultation with the heads of guaran-
teeing agencies: 

(1) Regulations governing the actions 
and operations of fiscal agents. 
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