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ANNUAL REPORT ON THE FINANCES

TrREASURY DEPARTMENT,
Washington, D. C., January 6, 1941.

Sir: I have the honor to make the following report on the finances
of the United States for the fiscal year ended June 30, 1940.

The fiscal year 1940 marked the transition from a period of about
eight years during which the fiscal policy was concerned primarily
with the problems arising out of the depression to a period in which it
appears that the emphasis is likely to be placed upon fiscal problems
connected with the country’s rearmament program. It seems ap-
propriate, therefore, to review at this time developments relating to
the Treasury and the fiscal operations of the Government. for the
entire eight-year period, as well as those for the fiscal year just closed.

BUDGET RESULTS
Receipts in general and special accounts

Fiscal years 1933 to 1940

Total receipts in general and special accounts amounted to $5,925
millions in the fiscal year 1940, and net receipts, i. e., total receipts
less net appropriations to the Federal old-age and survivors insurance
trust fund, totaled $5,387 millions. This level of total receipts repre-
sents a resumption, after a reversal in the fiscal year 1939, of the rise
in total receipts from the low level of $2,080 millions in the fiscal year
1933 and comes within $317 millions of equaling the 1938 total -
receipts which were next to the highest (1920) of any year of our
. history. The table below shows total and net receipts in the fiscal

year 1940 and the trend of receipts during the eight fiscal years, 1933
to 1940. . o

Total receipts and net receipts under general and special accounts, fiscal years 1933
. . to 1940

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583] '

i

yema| S
| ceipts—tota _ | céipts—tota
I\f_ie:t?gggo receipts less gﬁfﬁ&’? go receipts less
. Total | Federal old- | Dot apDre- Total | Federal old- | Bt appro-
. Year L age and priations to Year 9 age and | priations to
receipts| survivors Federal old- . receipts SUrvivors Federal old-
insurance si%‘e and insurance age and
trust fund ! survivors trust fund! survivers
insurance _jnsurance
trust fund . ) trust fund
2,080 || 1937......_. 5,204 265 | 5,029
- 387 . 5,855
503 5, 165
538 5,387

t Formerly old-age reserve account.



2 REPORT OF THE SECRETARY OF THE TREASURY

" The following chart shows total receipts including employment
taxes, by principal sources, for the fiscal years 1933 to 1940. Figures
on which the chart is based appear in. the table on page 650. The
1940 receipts are discussed on pages 19 to 22.

TOTAL RECEIPTS,! FISCAL YEARS 1933 TO 1940, BY PRINCIPAL SOURCES

DOLLARS’ DOLLARS
Billions . Billions

Customs

8 _ ‘Al Other

Employment Toxes Miscellaneous

Internal Revenue

7 Agri - 7
igricultural |
. | Adjustment Taxes Income Taxes

38 1939 - 1940

. !
1933 1934 1935, 1936 1937 |
FISCAL YEARS

CHART 2.

Total revenue has increased $3,845 millions between the fiscal years
1933 and 1940. Of this amount, $3,801 millions is represented by
increased internal revenue taxes, contributions under the Railroad
Unemployment Insurance Act, and customs. If the taxes based on
employment including contributions under the Railroad Unemploy-
ment Insurance Act are deducted, the increase is $2,963 millions.

Both legislative changes and improvement in business conditions
have contributed to the revenue increases. The relative effects of the
legislation itself can be separated approximately from the effects of
business conditions by computing estimated tax liabilities under the
same business conditions under revenue laws which existed at the
beginning and end of this -period.

In this manner there has been prepared a comparison of the relative
strength of the tax structure now (Decembeér 1940) with the laws

1Excludes trust accounts.
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which prevailed immediately prior to the fiscal year 1933, i. e., just
before the passage of the Revenue Act of 1932 and also under the
Revenue Act of 1932. The table below presents forecasts of the
estimated tax liabilities (excluding miscellaneous receipts) for the
calendar year 1941 (which will, in many cases, represent tax collec-
tions in the fiscal year 1942 or subsequent years) on three bases: (1)
The laws in effect immediately prior to June 6, 1932—immediately
prior, that is, to the first major revision of revenue legislation after the
onset of the depression, (2) the laws in effect immediately after the
passage of the Revenue Act of 1932, and (3) existing legislation as of
December 31, 1940. The estimates in this table are based upon a
classification which groups Federal receipts from related sources.

Estimated Federal tax liabilities! for calendar year 19412 based on the tax structures
of (1) May 1932, (2) immediately following the passage of the Revenue Act of 1932,
and (3) December 1940

[In millions of dollars]

Under laws— Increase (4) or
Increase (+) | decrease (—)
Of May . or d?crease laws in exist-
1932, imme-| Of Tuly 1032, Corarsgn |ence December
Tax group diately pre- immediately | o¢ pecem. | December 31, | laws immedi-
Ceails';g etl;? ‘g;‘s‘;‘;‘;’{)gf ber 31, 1940, over | ately following
passag passag 1940 laws of May | _passage of
the Reve- | Revenue Act 1932 Revenue Act
nue Act of 1932 of 1932
of 1932
Indlvldual income, estates, and - :
............................. 594 1, 308 2,230 +1,636 +022
Corporate income and profits.....- 1,277 1,594 3,723 42,446 “+2,129
TAQUOT - e ool 39 39 825 -+816 +816
TODBCCO-.o o o emmmaa e 654 654 704 +50 +50
Other mlscellaneous internal
TeVeNUEe. - - oo cccmmacaceao 39 777 879 4840 4102
Employment LIURURRIRII, ISP IO 957 +957 +957
Customs. ..o _uoeoeoaool 289 289 295 +6 +6
Total tax liabilities 2,862 4,631 9,613 +6, 751 44,982

1 Excluding miscellaneous receipts. In preparing this table the tax base was assumed to be independent

of the tax structure.

$ These estimates are based upon the same estimated levels of business activity for calendar year 1941
as those used in making the revenue estimates contained in the 1942 Budget Message of the President.

3 This estimate assumes the eighteenth amendment in effect. Application of the 1932 liquor tax rates
to the present volume of liquor consumption would yield a much higher amount.

4 Includes collections under Railroad Unemployment Insurance Act.

The tax structure of May 1932, as shown in the table, would have
provided $2,862 millions of tax liability, based on business conditions
similar to those estimated to affect liabilities during the calendar year
1941. Under the tax structure after the passage of the Revenue Act
of 1932; it is estimated that tax liabilities would amount to $4,631
millions, indicating that the Revenue Act of 1932 strengthened the
tax structure by  $1,769 millions at the indicated business levels.

The strengthening of the tax structure since the passage of the
Revenue Act of 1932 has been principally attributable to taxes
collected from liquor largely as a result of the repeal of prohibition
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and others levied for special purposes—-namely, those collected in
conjunction with the insurance features of the Social Security pro-
gram, and those levied under the two revenue acts of 1940, which were
passed in contiection with financing the defense preparedness program.
These three items account for nearly $4,000 millions of the $4,982
millions increased revenue yield of the present tax structure over the
tax structure existing immediately after the passage of the Revenue
Act of 1932." The balance of the strengthening came about principally
by increasing the progressive taxes levied upon incomes, estates, and
gifts. Under taxes existing on December 31, 1940, the total tax
liability is estimated at $9,613 millions.

The table on page 654 is in terms of tax collections (excluding mis-
cellaneous receipts) allocated to estimated calendar years of incurrence
of tax liability. In studying changes in taxes the movement of
liabilities accrued in a particular year is often more illuminating than -
is the movement of receipts. Tax statutes frequently result in
receipts being reflected in the Treasury’s receipts months after the
corresponding liabilities accrue to the taxpayer. Tax liabilities reflect
earlier and more clearly the effects of legislative and economic changes,
and probably give a truer picture of underlying conditions. For
example, tax receipts in the fiscal year 1930 were higher than in 1929,
and in the fiscal year 1938 were higher than in 1937, chiefly because
of the long lags involved between the incurrence of tax liability and
payments to the Treasury. The summary table below shows for
the calendar years 1933 to 1939 the total tax collections (excludmg
miscellaneous receipts) allocated to the estimated years of incurrence
of the tax liability. The classes are indicated-in the table itself, and
details as to the classification of any particular tax may be found in
the table on page 654.

Tazx collections allocated by groups to estimated year of incurrence of the tax lzabzlzty,
calendar years 1933 to 1939

[In millions of dollars. On basis of reports of collections, see p. 584]

Tax group 1933 1934 1935 1936 1937 1938 1939

1. Individual income, estates, and glrts_-.... 612.7 | 858.4 {1,206.3 (1,741.7 [1,605.5 11,248.5 | 1,380.4
IL. Corporate income and proﬁts - 574.1  783.3 { 960.4 |1,469.8 |1,507.0 1 090.4 | 1,440.5
III. Liquors..-. 138.5 | 366.9 | 450.8 | 566.8 | 588.0 | 561.3 601.4
IV. Tobaceo .o o . 409.3 | 451.9 | 477.9 | 535.8 | 562.8 | 566.7 502.8

V. Other miscellaneous internal revenu 514.7 | 488.2 | 498.6 | 569.1 | 613.2 | 560.7 614.0

VI. Employment 2 ________________ . .| |eeeaa. 8L.3 | 790.1 ] 734.1 809. 5
VII. Agricultural adjustment.._ . o] 183.9 | 508.0 | 277.5 | |eeooo |l
VIIL Customs. ..o oo iiicacaon 288.2 | 308.1| 363.8 | 414.0 | 482.7 | 309.0 | '332.8

Total tax liabilities. . ....._.._....__. 2,721.4 13,764.8 [4,244.3 |5,378.5 |6,149.3 |5,070.7 | 5,780.4

1 These estimates, which exclude miscellaneous receipts, are not to be confused with data of actual fiscal
or calendar year collections in the indicated years.
2 Includes collections under Railroad Unemployment Insurance Act.

SOURCE.—Table on p. 654.
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The table that follows shows Federal tax liabilities and national
income produced for calendar years 1933 to 1939. National income
“produced” is defined by the Department of Commerce as ‘“the net
value of all goods and services produced within a given period.”
It differs from the concept of national income ““paid out” in that it
includes “business savings’—i. e., the undistributed net profits of
business enterprises—but excludes unearned interest and dividend
payments as well as business losses before such payments.

It should, of course, be stressed that Federal tax liabilities should
not properly be subtracted from national income, either produced or
paid out. They are not a burden or drain upon the sum total of
national income. They contribute materially to national income
produced when, after being collected as taxes, they are spent by the
Government. Any list of the forms in which Federal expenditure
increases national income would include such items as salaries, educa-
tional services, streets and highways, conservation of natural resources,
public works, furnishing of national defensc, public health, and
emergency rellef

National income and Federal tax liabilities, calendar years 1933 to 1939, and al
assumed higher levels of national income

{In millions of dollars]

. National -
) Federal tax
Calendar year income AN
produced liabilities

42, 430 2,721
50, 347 3,765
55, 870 4 244
65, 165 5 379
71,172 6,149
3578 5780

7 )
90, 000 111,200
100 000 113, 400

1 These estimates, which are based on the law existing in December 1940, including the temporary tax
rates of the Revenue Act of 1940, are rough and may vary somewhat either way. They are presented as
an indicator and not a gange. The $90,000 million and $100,000 million levels of national income are not
predictions for any particular year. In addition to the tax liabilities the Federal Government collects
miscellaneous revenues and receipts which are not estimated at the $90,000 million and $100,000 million
levels of national income produced. In the fiscal year 1942 these are estimated at $169 millions.

SoURCES.—Table on page 654 for tax liabilities. Survey of Current Business, U. S. Department of Com-
merce, June 1940, table I, page 7, for national income produced.

"The last two lines in the table above have been included in order to
present some idea of the strength of the tax structure as of December
31, 1940, at higher levels of national income than now exist. These
estimates are of a different type than those appearing elsewhere in the
table. They are not predictions of the indicated levels of national
income for any particular year but are rough indications of the level
of receipts under certain assumed conditions. It is not meant to im-
ply that Federal tax liabilities correlate merely with national.
income produced or that they may be estimated merely by reference
to it. There is no one answer as to the amount of revenue at a given



6 REPORT OF THE SECRETARY OF THE TREASURY

level of national income. The course of the national income—upward,
downward, irregularly fluctuating, or lateral—has a great influence
upon tax liabilities. The composition of the income—i. e., its division
between types of income and classes of income receivers—also has a
great influence. The assumption in connection with the estimates
at the $90 billion and $100.billion national income levels is that the
income remain constant at each level for some years. The assump-
tions with respect to composition have been made with special refer-
ence to the existing international situation. Under these assumptions,
if the national income were to achieve an annual level of $90 billions
for several years, it is estimated that the existing tax structure would
produce approximately $11,200 millions in annual tax liabilities.
Under comparable circumstances an annual $100 billions national in-
come would provide annual Federal tax liabilities of $13,400 millions.
This tax yield would be unprecedented in our national history.

The table below shows these estimates of total tax receipts at
national income levels of $90 billions and $100 billions by principal
sources. Employment taxes in each of these estimates are computed
at calendar year 1940 rates.

Estimated tolal Federal tax receipts,! in general and special accounts, by principal
sources, at assumed levels of national income

[In billions of dollars}

National income produced

Source
$90 billion | $100 billion
level level
TNCOTNe bBX@S - L et e e e cceemmmmamm—ee 6.6 8.5
Miscellaneous internal revenue. 3. g 3.g
: 1.0 1.1
Total tax receipls? . e —m e —m e —m—————— 11.2 13.4

! Based upon the law existing in December 1940, including the temporary tax rates of the Revenue Act of
1940. These estimates of receipts assume continuation of the present international situation.

* At 1040 rates; includes collections under Railroad Unemployment Insurance Act.

3 Miscellaneous receipts have not been estimated at the indicated national income levels. In the fiscal
year 1942 they are estimated at $169 millions.

The Federal tax structure as it exists in 1940 and as it existed after
the passage of previous revenue laws is shown in summary form in
the exhibit beginning on page 466. The discussion that follows -
summarizes legislation and developments that affected revenues
during the eight fiscal years between July 1, 1932, and June 30, 1940.
This discussion, except for fiscal year 1940, excludes discussion of
miscellaneous revenues and receipts and is therefore confined to other
tax receipts and customs and to the changes therein. Miscellaneous
revenues and receipts constitute a very small proportion of the total
Federal receipts. Although a few small tax items are included in
this group, the bulk of it is nontax revenues, such as fees, fines, tolls,
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interest on obligations held by the Government, seigniorage charges,
gifts, etc. These revenues amounted to from $162 millions to $268
millions annually in the period under review.

Revenue Act of 1932.—The Revenue Act of 1932, approved June 6,
1932, was the first major revenue law passed after the onset of the
depression. It was passed in the face of the necessity of increased
revenues at a time when there had been a drastic decliné in the
existing tax base. Though the date of its passage would include it
in the events of the fiscal year 1932, its provisions did not affect
Federal revenues or liabilities until the fiscal year 1933.

The prineipal provisions of the Revenue Act of 1932 were the fol-
lowing:

(1) Increase in the corporation income tax rate from 12 percent to
13% percent, with an additional tax of ¥% of 1 percent for consolidated
returns and the removal of a specific credit of $3,000. '

(2) Increase in the normal rates on individual incomes from 1},
3, and 5 percent to 4 and 8 percent; elimination of any tax credit for
earned income; reduction in personal exemptions from $3,500 and
$1,500 to $2,500 and $1,000 for married persons or heads of families
and single individuals, respectively; surtaxes graduated from 1 per-
cent on net income in excess of $6,000 (as compared with $10,000
under the previous revenue act), up to 55 percent on net income in
excess of $1,000,000 (as compared with a maximum surtax of 20 per-
cent on net income in excess of $100,000 under the previous act);
changes in the capital gains provision of the law to limit losses from
the sale or exchange of stocks and bonds held two years or less to the
amount of gains from similar transactions, with a one-year carryover
of the disallowed losses.

(3) An additional tax at graduated rates on estates with an exemp-
tion of only $50,000 (it had been $100,000 under the Revenue Act of
1926), the additional tax to be paid to the Federal Government with-
out tax credit for payment of State inheritance taxes.

(4) A gift tax at rates graduated up to 33% percent on net glfts in
excess of $10,000,000, with an exemption of $50,000 plus an annual
exemption for each donee of $5,000. This tax was included to assist
in the collection of the income and estate taxes and partially prevent
their avoidance through the splitting up of estates during the lifetime
of the taxpayer. ‘

(5) Special manufacturers’ excises on specific articles. The list
included lubricating oil and gasoline, automobiles, trucks, parts and
accessories, tires and inner tubes, brewer’s wort, candy, chewing gum,
soft drinks, jewelry, toilet preparations, furs, domestic and commercial
consumption of electricity, radios, mechanical refrigerators, sporting
goods, cameras, malt and grape concentrates, matches, firearms, shells
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and cartridges. Of these taxes, that on gasoline proved the most
productive as a source of revenue. These taxes, in general enacted
for a 2-year period, were originally intended to be temporary. The
majority remained in effect until 1938 and certain ones are now
scheduled to expire in 1945.

(6) Other miscellaneous taxes, including new and increased stamp
taxes, increased taxes on admissions, and new taxes on telephone,
telegraph, cable, and radio messages, checks, leases of safe deposit
boxes, transportation of oil by pipe line, and the use of yachts and
boats.

Fiscal year 1933.—The fiscal year 1933 saw the first effects of the
revenue act of the preceding year and the creation of a tax base in the
liquor industry.

The tax revenues decreased from the level of the previous year but
the decrease was only slight—approximately $34 millions. Revenues
other than those from income taxes and customs actually increased.
Income tax revenues declined by $311 millions—the decline in incomes
between 1930 and 1932 (1931 being common to both years) more than
offsetting the increase in rates. Customs declined by $77 millions,
reaching their lowest level since 1919, as the quantity of imports fell
and depreciation of foreign currencies lowered ad valorem duties.
The new manufacturers’ excises of the Revenue Act of 1932 brought
in $248 millions the first year, half from gasoline, and the other new
" taxes accounted for another $68 millions. v

The Volstead Act was amended to permit the sale of beer and light
wines, and the act which legalized them (approved March 22, 1933)
also provided for taxes upon fermented liquor which yielded $35 mil-
lions before the close of the fiscal year. This act was the only sig-
nificant new item of revenue legislation in the fiscal year 1933 to affect
the revenues in that year. '

The Agricultural Adjustment Act, approved May 12, 1933, and the
National Industrial Recovery Act, approved June 16, 1933, included
new taxes which added to the revenues of subsequent fiscal years. °
These taxes did not affect the revenues during the fiscal year 1933.

The Agricultural Adjustment Act of 1933 imposed taxes upon pro-
cessors of selected farm products at rates to be determined by the
Secretary of Agriculture to equal ‘“the difference between the current
average farm price for the commodity and the fair exchange value of
the commodity . . .” Corresponding taxes were also placed on
floor stocks and imports of the commodities taxed, and onrival products
competing with these basic agricultural commodities. The tax was
designed primarily to finance the activities of the Agricultural Adjust-
ment Administration, in its program to raise the prices of farm prod-
ucts to “parity’”’ by crop reductions and otherwise. = The processing
tax provisions of this act, together with its amendments of later fiscal
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years, were held unconstitutional on January 6, 1936, by the United
States Supreme Court.

The main tax provisions of the National Industrla,l Recovery Act
.were four in number: (1) A capital stock tax at the rate of $1 for each
$1,000 of the declared value of a corporation’s capital stock. (2) An
excess-profits tax on corporations at the rate of 5 percent on the
portion of the net income in excess of 12% percent of the adjusted
declared value of the stock of each corporation. (3) A tax of 5
percent upon all dividends paid by corporations to individuals and to
foreign corporations, to be withheld by the dividend-paying corpora-
tion. (4) The manufacturers’ excise and other taxes imposed by-
titles IV and V of the Revenue Act of 1932 were extended for one
year after June 30, 1934. * The rate of the gasoline tax was increased
from 1 cent to 1% cents a gallon, and Public No. 73, approved the
same day, placed the expiration date of the gasoline tax on the same
basis as the other temporary manufacturers’ excise taxes imposed by
the Revenue Act of 1932. 1t was provided that the new and increased
taxes imposed under the National Industrial Recovery Act should
cease to be effective at stated periods after the President proclaimed
the date of (1) the close of the fiscal year ending June 30 of any year
after 1933, during which the total receipts of the Government ex-
ceeded its total expenditures, or (2) the repeal of the eighteenth
- amendment to the Constitution, whichever was the earlier. - .

Fiscal year 1934.—The first fiscal year to reflect approximately a
full year’s collections under the income and estate tax provisions of the
Revenue Act of 1932 was 1934, as 1933 had been the first to reflect the
manufacturers’ excise and other miscellaneous provisions of this act.
Total tax revenues amounted to $2,954 millions, a gain of $1,099 mil-
lions over revenues in the fiscal year 1933.

Both personal and corporate income tax receipts rose during this
year despite the fact that their base was now the two low income years,
1932 and 1933. The increase in current corporation income tax was
$2 millions, the increase in current individual income tax receipts was
$60 millions, and the increase in estate tax receipts was $74 millions
over the levels of the previous fiscal year. The other outstanding
increases in revenue came in the gasoline excise which yielded $78
millions more due to the increase to 174 cents a gallon by the National
- Industrial Recovery Act, and in fermented malt liquors where, follow-
ing the repeal of prohibition, there was an increase of $134 millions in
tax revenue. The new taxes imposed under the National Industrial
Recovery Act yielded $133 millions (capital stock tax $80 millions,
dividends tax $50 millions, excess-profits tax $3 millions), and the
Agricultural Adjustment Act processing taxes yielded $371 millions.
In addition, the eighteenth amendment had been repealed, and the
sale of distilled spirits was now legal i many States. Federal
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revenues from the taxation of distilled liquors in the fiscal year
1934 amounted to $90 millions. This amount included the small
receipts from the taxation of liquor sold for medicinal and other
legal purposes during the period from. the beginning of the fiscal year
to the repeal of prohibition on December 5, 1933, the receipts from the
application of the pre-prohibition rates on liquor sales from December
5, 1933, until the effective date of the Liquor Taxing Act on January
- .11, 1934, and the receipts at rates levied by this act for the remainder
of the fiscal year. All other major taxes showed increasing returns,
with the upturn in business. Even customs, with a $63 millions in-
crease, reversed a downward trend which had covered the previous
four years.

Important changes in Federal taxes occurred during this fiscal
year. The Liquor Taxing Act, approved January 11, 1934, raised
the excise rates on distilled spirits and still wines and lowered the
license taxes on brewers and the excises on beer. ‘When the eight-
eenth amendment was formally repealed (December 5, 1933), the
President, acting in accord with the National Industrial Recovery
Act, issued a proclamation which had the effect of repealing certain

~of the National Industrial Recovery Act taxes as of the following
dates: The dividends tax was repealed as of December 31, 1933,
and the rate of the gasoline tax reverted to its 1 cent a gallon rate
after that date, the capital stock tax was not to apply to any year
except the year ending June 30, 1933, and the excess-profits tax was
not to apply to any taxable year ending after June 30, 1934.

The Revenue Act of 1934 was approved May 10, 1934. This act
provided for four principal changes from the 1932 rates:

(1) The corporate income tax was amended to allow consolidated
returns only in the case of railroads. This meant that under this act
two corporations under the same ownership, other than railroad cor-
porations, could not cancel the losses of one against the profits of
another for the purpose of diminishing or avoiding the payment of the
income tax. The consolidated return rate was increased to 15% per-
cent while the regular rate remained at 13% percent. :

A further change in the corporate income tax was designed to dis-
courage a method of personal income tax avoidance. Individuals and
groups of individuals had been arranging to have their incomes
received by closely held corporations which would then invest such
incomes but make little or no distribution of such incomes to share-
holders. These corporations carried on no business other than the
investment of their income, and were known as ‘‘personal holding
companies.” The 1934 act placed special taxes on these corporations.

The taxes on capital stock and excess profits of corporations, origi-
nally imposed under the National Industrial Recovery Act and repealed
upon the adoption of the twenty-ﬁrst amendment to the Constltutlon )
were again imposed.

N
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(2) The personal income tax was made more sharply progressive
by lowering the normal tax rate to a flat 4 percent, raising surtax -
rates, and restoring- a 10 peréent earned income credit against the
normal tax. However, this was partially offset by permitting the
personal exemption and credit for dependents as a credit in determin-
ing surtax net income. - The entire method of taxing capital gains—
previously taxed as ordinary income or subject to a flat rate of 12%
percent, at the option of the taxpayer—was altered. Depending on
the length of time the assets had been held, the taxpayer was toinclude
a varying proportion of the capital gain as net income. Deduction
of capital losses was limited to capital gains plus $2,000, regardiess
of the time for which such assets had been held. For corporations no
distinction was made for the length of time for which the assets were
held but capital losses were limited to capital gains plus $2,000.

(3) Tax rates on both estates and gifts were raised. The increase
in the gift tax was not to take effect until the calendar year 1935,
although the estate tax rates were effective immediately upon the
signing of the law by the President. Donors took advantage of the
period between the effective date of the act on May 10, 1934, and the
end of the year to make a large amount of gifts at the 1932 act rates.

(4) Manufacturers’ excise taxes were altered somewhat. Imports
of various marine animal and fish oils which competed with domestic
products were taxed, and processing taxes on vegetable and coconut
oils, either domestic or imported, were imposed. Taxes collected on
Philippine coconut oil were to be held as a separate fund and paid to
the treasury of the Philippine Islands. On the other hand, certain
of the excises of the 1932 act were modified. The taxes on soft drinks,
candy, and checks were repealed, increased exemptions were added to
the taxes on furs and jewelry, and the stamp tax on the sale of produce
for future delivery was reduced.

(5) A special tax, to. apply to contracts and subcontracts for the
construction of naval vessels and aircraft, was included in the Vinson-
Trammell Act, approved March 27, 1934. This act limited all such
profits to 10 percent of the contract price.

(6) The Reciprocal Trade Agreements Act was approved on June
12, 1934. This act authorized the President for three years to enter
into reciprocal trade agreements with foreign governments wherein,
among other things, existing duties might be modified by not more
than 50 percent of the duty imposed under the Tariff Act of 1930.
This act was renewed in 1937 and again in 1940.

Fiscal year 1935 —Continued improvement in business conditions
combined with the higher rates of the 1934 Revenue Act to make for
continued increase in Federal revenues during the fiscal year 1935,
Current corporation income taxes rose $144 millions and current indi-
vidual income taxes rose $93 millions. Aside from these, the largest

269677—41——3
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increase came in the liquor schedule. Liquor production and con-
sumption were mounting steadily, and liquor tax receipts rose from
$259 millions in 1934 to $411 millions in 1935, the first full fiscal year
after repeal of prohibition. Additions to the list of commodities cov-
ered by the Agricultural Adjustment Act probably were responsible
for the greater part of the $155 million increase recorded in these
taxes. The very great increase in gift tax receipts to $72 millions
from $9 millions probably was caused by gifts made because of imme-
diately higher estate and prospectively higher gift tax rates imposed
under the Revenue Act of 1934. Receipts from the tax on gasoline
totaled $162 millions as compared with $203 millions in 1934. This
decrease was more than accounted for by the reduction in rate from

1}4 cents in the first half of the fiscal year 1934 to 1 cent in subsequent
periods. A rise of $30 millions in customs receipts reflected increased
liquor and agricultural imports, the latter brought about by the
drought of 1934. Total receipts from taxation rose from $2,954
millions to $3,621 millions.

" The principal revenue legislation of the fiscal year 1935 was the
extension for two years of the special taxes imposed by the Revenue
Act of 1932, except for the tax on checks which was repealed as of
January 1, 1935. These taxes had been originally designed to expire
on Juné 30 or July 31, 1934, and the National Industrial Recovery
Act had postponed the expiration date for one year.

There were also enacted a considerable number of additions to and
modifications of the Agricultural Adjustment Act, chiefly concerned
with 'extending the list of commodities covered and extending tem-
porary provisions in time.

Fiscal year 1936.—The bulk of revenue changes during the ﬁscal
year 1936 represented the effects of continued business improvement.
However, a portion of the $145 millions increase in current corpora-
tion tax returns may be ascribed to altered Treasury regulations
regarding deductions for depreciation. Income tax collections, cur-
rent and back, continued to increase as did all major sources of
revenue with the exception of agricultural adjustment taxes.

Almost immediately following the beginning of the fiscal year,
cases attacking the constitutionality of the processing taxes began to
be supported by the courts, so that tax funds were impounded and tax-
payers delayed filing their returns. The taxes were declared uncon-
stitutional in January 1936 and returns ceased, leaving the total
collections for the year at $68 millions, a decrease of $459 millions from
the previous year. The rising level of industrial activity and a 50
percent reduction in the rates on imported distilled spirits more than
offset the drop in agricultural imports following normal domestic crop
production so that receipts from customs duties increased, and total
tax revenues rose $279 millions to $3,900 millions.
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Two revenue acts were passed during the fiscal year 1936, neither
of which was to affect revenue materially until the following fiscal
year. The Revenue Act of 1935 was approved August 30, 1935. All
individual income surtax rates were raised for surtax net incomes
above $50,000 and the maximum of 59 percent (on incomes above
$1,000,000) increased to 75 percent (on incomes above $5,000,000).
(The 75 percent rate compares with the previous top rate of 65 per-
cent levied on incomes above $1,000,000 in 1918-1921.) All estate
and gift tax rates were raised also; the maximum estate tax rate was
revised from 60 percent on net estates over $10,000,000 to 70 percent
on net estates over $50,000,000; the maximum gift tax rate was in-
creased from 45 percent on net gifts over $10,000,000 to 52} percent
on net gifts over $50,000,000. = The date of filing estate tax returns
was extended to 15 months after decedent’s death, and optional
valuation of estates either at the time of death or 1 year later was
permitted. The specific exemptions for both estate and gift taxes
were reduced from $50,000 to $40,000.

Two new features were introduced into the corporation income tax
by the Revenue Act of 1935. The first was a progressive tax. In-
stead of the flat rate of 13% percent the rate scale was graduated
from 124 percent on the first $2,000 of net income to. 15 percent on
net incomes of over $40,000. The second required 10 percent of the
dividends received from domestic corporations to be included as
ordinary income by the receiving corporation. These dividends had
previously been tax-exempt except in the calendar years 1913 to 1916
when the tax rate was only 1 percent and 2 percent. -

The corporation income tax provisions did not, however, go into
effect, but were superseded by those of the Revenue Act of 1936, ap-
proved June 22, 1936. The 1936 act retained the progressive principle
of the previous legislation as applied to corporate income, but lowered
the rates in all but the highest bracket, and in addition imposed gradu-
ated surtaxes of from 7 to 27 percent upon undistributed corporate net
income arising in taxable years beginning after December 31, 1935.
The apphcable rate was based upon the percentage of corporate net
income remaining undistributed.

The Revenue Act of 1936 also made 15 percent of intercorporate
dividends (instead of 10 percent as in the act of 1935) subject to the
normal tax, and all corporate dividends received by individuals were
made subject to the normal tax as well as the surtax.

Aside from the above income tax provisions, the Revenue Acts of
1935 and 1936 made further changes in the revenue structure, the
principal ones being:

(1) The 1935 act increased the rate of tax on the declared value of
capital stock and also permitted a redeclaration of the value. The
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higher rate, which was to become effective June 30, 1936, did -not
become effective as it was superseded by the Revenue Act of 1936,
which was passed prior to that date, and contained rates the same as
had been in effect. :

(2) The excess-profits rates of the 1935 act were increased from
5 percent of all income in excess of 12% percent of the declared value
of capital stock to 6 percent of the excess above 10 percent and less
than 15 percent, and 12 percent on all other excess income.

(3) After the Agricultural Adjustment Act processing taxes were
declared unconstitutional, the Revenue Act of 1936 imposed an 80
percent tax on Federal excise taxes shifted but unpaid and on refunds
of such taxes as had been shifted to others, in order to avoid an unfair
competitive advantage being given processors who had not paid
processing taxes over those who had.

(4) The 1935 act reduced the tax on producers of crude petroleum.
The 1936 act eliminated the jewelry tax, lowered the rate on furs while
removing exemptions, and imposed taxes on the importation of certain
additional types of seeds and oils.

Further legislation included the Social Security Act, approved
August 14, 1935. This act imposed two taxes in connection with the
old-age insurance provisions of the act: (1) An income tax on employ-
ees (with certain occupational exceptions) starting at 1 percent in 1937
and rising gradually to 3 percent after 1948, based on wages received
not in excess of $3,000 per annum; and (2) an excise tax on employers
(with certain occupational exceptions) starting at 1 percent in 1937
and rising gradually to 3 percent after 1948, based on wages paid, not
in excess of $3,000 per annum, to each individual in his employ. In
addition, the act imposed in connection with the unemployment in-
surance features of the social security program an excise tax on em-
ployers of eight or more (with certain occupational exceptions) equal
to 1 percent of the total wages payable in the calendar year 1936, 2
percent in 1937, and 3 percent in 1938 and thereafter. The act al-
lowed a credit of 90 percent of the tax imposed for contributions paid
into an unemployment fund under a State law.

Shortly after the passage of the Social Security Act the Carriers
Taxing Act of 1935 was approved (August 29, 1935). After August
29, 1935, it provided for a tax upon the income of carriers’ employees
equivalent to 3}% percent of the compensation received up to $300 a
month, and an excise tax upon carriers equivalent to 3% percent of the
compensation not in excess of $300 a month paid to their employees.

The Bituminous Coal Conservation Act of 1935, approved August
30, 1935, imposed an excise tax of 15 percent of the sale price of
bituminous coal produced after November 1, 1935. Of this tax, 90
percent was to be refunded to producers complying with the Bitumi-
nous ‘Coal Code. The Supreme Court held this act unconstitutional
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before the end of the fiscal year. Two acts pertaining to liquor, the

Federal Alcohol Administration Act of 1935 and the Liquor Tax Ad-

ministration Act of 1936, made improvements in liquor tax admin-

istration. The latter act reduced by 50 percent the rates on wines.

These rate decreases did not, however, become effective until the

following fiscal year.

Fiscal year 1937 —The fiscal year 1937 covers the period of the
highest business activity during the recovery period. Income tax
receipts reflected the business conditions and tax structure of the two
previous years, but all other revenue items changed chiefly due to the
tide of business advance.

Tax receipts rose by $1,184 millions during the year. .The rise in
income taxes was especially marked—$407 millions in individual and
$284 millions in corporation. The provisions of the Revenue Act of
1936 as well as the business upturn were having their effect. Receipts
of $253 millions from social security taxes constituted a new source of
income. Customs receipts accelerated a rise which had begun in 1934,
increasing by $100 millions to $486 millions. While imports of all
classes of merchandise increased and the value of imports exceeded the
value of exports for the first time since 1893, the excess amounting to
$104 millions, much of the increase in customs duties was due to the
- drought in 1936. The only drastic decreases in receipts were in
processing taxes, which ceased following invalidation of the Agricultural
Adjustment Act, and gift taxes, where there was a fall from $72 mil-
lions in 1935 and $160 millions in 1936 to $24 millions. This decline
may be ascribed to the gifts made in the earlier years in anticipation
of the higher rates of the 1934 and 1935 Revenue Acts and the removal
of any comparable incentive to make gifts in 1937,

Revenue legislation enacted during the fiscal year was confined to
three measures:

(1) The temporary taxes of the Revenue Act of 1932, originally
designed to expire on June 30 or July 31, 1934, had been previously
extended (with slight modifications) to 1937. On June 29, 1937, these

taxes were further extended for two years. '

" (2) The old-age insurance provisions of the Social Security Act had
excepted carriers and their employees from its provisions and this
class of workers had been covered by a special act of August 29, 1935.
This act was repealed by the Carriers Taxing Act of 1937, approved

-June 29, 1937, which lowered the rates of the 1935 act retroactively
to January 1, 1937, but no collections were due under it until the fiscal
year 193§.

(3) Following the invalidation of the Bituminous Coal Conservation
Act of 1935, the Bituminous Coal Act of 1937 was enacted on April
26, 1937, and became effective on June 21, 1937. This act imposed
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an excise tax of ‘1 cent a ton on coal sold by the producer who con-
formed with the code. In addition a tax of 193 percent on the market
value of coal sold by producers not members of the code was imposed
if its sale was in interstate commerce or if the National Bituminous
Coal Commission held that such transactions in intrastate commerce
imposed an undue disadvantage on interstate commerce. This act is
scheduled to expire on April 26, 1941.

Fiscal year 1938.—A business recession which began in the spring
and summer of 1937 continued into the fiscal year 1938. Income
* taxes, both individual and corporate, estate taxes, and gift taxes
continued to reflect conditions of the prosperous calendar years 1936
and 1937 and the tax increases of the Revenue Act of 1936. Most
other sources of revenue showed small changes, or resulted from new
laws.

The total receipts from taxation increased $950 millions to $6,034
millions. Half the increase ($477 millions) was in income taxes,
another $101 millions in estate taxes, and there was a $502 millions
increase in employment taxes, which reflected for the first time re-
ceipts of a full year’s liabilities and the collection of an additional
quarter’s liability in the case of the Carriers Taxing Act of 1937,
New taxes on bituminous coal and sugar yielded $34 millions. The
largest decreases came in liquors, $26 millions, and in customs, where -
a decline of $127 millions was due to a substantial contraction in
imports, especially in the agricultural schedule.

The Revenue Act of 1937 was approved on August 26, 1937. This
act was concerned chiefly with an effort to check income tax avoidance.
The principal specific provisions were:

(1) Broadening of the concepts of personal holding companies and
personal holding company net income. In addition, the surtax rates
were sharply increased on the income of such companies.

(2) Nonresident aliens, previously subject ‘only to a flat 10-percent
tax on income received from the United States, were made subject
“to full surtax rates if these would be over 10 percent.

(3) “Personal” exemptions were removed from trusts which allowed
their income to accumulate.

The Revenue Act of 1937 affected only taxable year incomes of
1937, except insofar as its provisions were re-enacted by the Revenue
Act of 1938, which became law on May 28, 1938, of that year without
the President’s signature. The principal provisions of the Revenue
Act of 1938 were the following: '
~ (1) One corporation income tax was substituted for the normal -

income and undistributed profits taxes of the Revenue Act of 1936.
For corporations with incomes in excess of $25,000, the rate of tax
varied from 16% percent to 19 percent depending upon the percentage
of net income distributed as dividends. For small corporations the
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progressive feature of corporation taxation, instituted by the Revenue
Act of 1935, was retained, with rates substantially higher. Corpora-
tions improperly accumulating surplus were taxed at increased rates.
The corporate income tax provisions of this act were applicable only
for taxable years beginning after December 31, 1937, and before
January 1, 1940. '

(2) The provisions of the 1936 act regarding capital gains and losses
of individuals were simplified and time categories into which different
percentages of capital gains and losses were to be included in net
income were established. The flat rate method of taxing long-term
capital gains and losses in effect prior to 1934 was reinstated. Indi-
viduals were now to compute their tax liabilities on two bases. Un-
der the first method the stated percentages of long-term gains and
losses were included as ordinary income. Under the second they were
subject to a flat rate of 30 percent. If capital assets transactions
resulted in a net gain, the method giving the lower tax was allowed.
If a net loss, the higher tax had to be paid.

. (3) Increased taxes were placed on distilled spmts ‘other than
brandy.

(4) A number of the excises of the Revenue Act of 1932 were
repealed; namely, those on certain toilet preparations, furs, phono-
graph records, sporting goods, cameras, chewing gum, the production
and refining of crude petroleum, brewer’s wort, malt syrup, sales of
produce for future delivery, and matches except fancy wooden ones:
The tax on imports of hemp seed, perilla seed, and sesame seed was
reduced. New taxes were also placed on certain tractors used in
combination with a trailer or semi-trailer. The net effect of these
changes was a decline in Federal revenue from miscellaneous non-
regulatory taxes. However, the principal revenue-yielding excises
of the 1932 act, the taxes on gasoline, lubricating oil, automobiles,
and automotive equipment, were all retained. :

(5) The capital stock tax was amended to permit corporations to
revalue their capital stock every three years. ‘

(6) The annual gift tax exemption was reduced from $5,000 per
person to $4,000 per person and gifts in trust were excluded from this
exemption.

(7) The option of applying the last-in first-out method of invéntory
valuation with respect to raw materials was granted certain industries,
namely those processing certain noriferrous metals or tanning hides
or skins,

Aside from the two revenue acts, there were other legislative enact-
ments of this fiscal year which led to revenue increases.

The Sugar Act of 1937 (approved {September 1, 1937) imposed ex-
cises on the manufacture of sugar and also on imports of manufactured
‘sugar and articles composed in chief value of manufactured sugar,
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The Railroad Unemployment Insurance Act, approved June 25,
1938, provides for contributions from carriers and their employees to
cover costs of unemployment insurance. .

Various other miscellaneous internal revenue taxes were also
amended.

Fiscal year 1939.—For the first time since 1933, tax revenues fell as
business recovery during the fiscal year 1939 was not entirely reflected

in the revenues for that year owing to the lag in income, estate, gift, .

and capital stock taxes, receipts from which reflected 1938 recession
levels of business. The total decrease amounted to $554 millions
(from $6,034 millions to $5,480 millions). It was chiefly accounted
for by a decline of $434 millions in current corporation and individual
income taxes. Customs revenue, reflecting a further decline in im-
ports, fell by $40 millions. The repeal of certain of the 1932 Revenue
Act excise taxes was largely responsible for a decline of $20 millions
in manufacturers’ excise tax receipts. The $50 million decline in
estate tax receipts was at least partially due to taxpayers taking
advantage of the lower levels of security prices by valuing estates a
year after death, and a $12 million decline in the capital stock tax
indicated the lower capital stock declarations made in accordance
with the Revenue Act of 1938, by corporations anticipating lower
income levels. The principal tax increases were in distilled spirits
(upon which rates had been raised) and wines ($30 millions), tobacco
($12 millions), and the Sugar Act of 1937, now effective for a full fiscal
year ($35 millions). Employment taxes declined by $14 millions.
Rising collections from other employment taxes were more than offset
because receipts under the Carriers Taxing Act of 1937 reflected
liabilities of only four quarters as compared to five quarters in the
previous fiscal year. In the case of the tax on employers of 8 or more,
the basic rate rose from 1 perccnt in 1936 and 2 percent in 1937 to
the maximum of 3 percent in 1938 and thereafter.

A general revenue act was approved on June 29, 1939. It made a
number of administrative changes, but altered the substantive tax
law only in scattered particulars, the most important being

(1) Extended for two more years the unrepealed excise taxes of the
Revenue Act of 1932,

(2) Eliminated completely the undistributed profits tax which origi-
nated in the 1936 act and was continued to a minor extent by the Reve-
nue Act of 1938. Instead of the rates of the 1938 act, which varied
between 16% percent and 19 percent, depending upon the percentage
of net income distributed in dividends, a flat rate of 18 percent was
substituted for corporations with net incomes in excess of $25,000.
‘The 1938 act rates for smaller corporations remained unchanged.
Certain types of corporations such as banks and insurance companies
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had never been subject to the undistributed profits tax and had been
taxable at flat rates, 15 percent under the 1936 act and 16% percent
under the 1938 act. These corporations now became taxable under
the rates applying to other corporations.

(3) Except for the period during which the Revenue Act of 1932
was in effect, no distinction had been made in the tax treatment of
long-term and short-term capital losses of corporations. Prior to
1932, all capital losses were allowed in full against other income.
During the period covered by the 1934 to 1938 acts, capital losses
were limited to capital gains plus $2,000. Under the 1932 act, losses
in sales of stocks and bonds held less than two years were limited to
gains from similar transactions with a provision that the losses thus
disallowed could be carried forward one year. Under the 1939 act,
losses on capital assets held 18 months or less were limited to gains
from similar transactions with a one-year carryover of disallowed losses
permitted. Losses on assets.held more than 18 months were allowed
1in full as deductions from other income.

(4) The act provided for a two-year carryover of business losses.

(5) Many corporations, which had established low capital stock
valuations in 1938, were made subject to high excess-profits taxes
by the unanticipated rapidity of the subsequent recovery. The 1939
act permitted them to raise (but not decrease) capital stock valuations.

In addition to the Revenue Act of 1939, the Public Salary Tax Act
of 1939, approved April 12, 1939, added the salaries of previously

“exempt State and local employees to the personal income tax base for
taxable years beginning after December 31, 1938. .

Fiscal year 1940.—Total receipts in general and special accounts
amounted to $5,925 millions during the fiscal year 1940, an increase
of $257 millions from the previous fiscal year. The increase was
spread throughout the major sources of receipts with the one excep-
tion of income taxes. '

The decrease of $51 millions in current income tax collections was
a result of the fact that income levels in the calendar year 1939, upon
which part of the fiscal year 1940 receipts are based, were lower than
those existing in the calendar year 1937 which were partially reflected
in the fiscal year 1939 revenues—the calendar year 1938 being common
to both fiscal years. As corporation income tax rates had been
generally increased by the Revenue Act of 1938 whereas individual
rates remained unchanged, current corporation income taxes de-
creased only $5 millions as compared to a decrease of $46 millions in
current individual income taxes. v ‘

Excess-profits tax collections are subject to the same statutory lag
as income taxes and. decreased $9 millions, but this was partially
offset by an increase of $6 millions in collections of the capital stock
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tax which is complementary to the excess-profits tax. The increase
in the capital stock tax was due to higher income levels anticipated
by corporations for calendar year 1939 as compared to calendar
year 1938. R :
The remainder of the internal revenue schedule shows increases
under almost every tax group. The upward movement of business
was the principal cause, unobscured by the statutory lag which affects
income tax collections. The largest increase was of $32 millions in
distilled spirits and wines. Here an additional factor was increased
purchases of European liquors following the outbreak of war in Sep-
tember 1939. Tobacco tax receipts rose $28 millions because of
increased consumption of tobacco products, chiefly cigarettes. Rising
business activity was also reflected in increased receipts from the bulk
of manufacturers’ excises, particularly in gasoline with an increase of
$19 millions and in the automotive group where collections rose
$28 millions. .
Receipts under the Federal Insurance Contributions Act, formerly
title VIII of the Social Security Act, were affected by the Somal Se-
curity Act Amendments of 1939, approved August 10, 1939. The"
major changes in coverage under this act were the inclusion of service
on American vessels, employees of member banks of the Federal Re-
serve System, individuals aged 65 and over, and the exclusion of cer-
tain groups of farm workers. ‘Inasmuch as the inclusion of individ-
" uals aged 65 and over was made retroactive to January 1, 1939, taxes
for five quarters’ liabilities were collected in the fiscal year 1940.
“The other major changes in coverage became effective January 1,
1940, so that the revenues from such coverage were included in fiscal
year 1940 receipts to the extent of only one quarter’s liability. It
should be noted that the Social Security Act Amendments of 1939 pre-
vented the increase in rates on January 1, 1940, which would have
applied to wages in the calendar years 1940, 1941, and 1942 in accord-
ance with the original Social Security Act. The bulk of the $74
million increase in receipts was due to increased employment, and the
remainder to increased coverage provided by the amendments.

The revenue effects of the Social Security Act Amendments of 1939
will not be reflected in receipts under the Federal Unemployment Tax
Act, formerly Title IX of the Social Security Act, until January 1941. -
The fiscal year 1940 was the first full fiscal year that all receipts were
based upon the maximum 3 percent rate of tax, a factor which,
together with a rise in taxable wages, effected an increase of $7 Imlhons
in receipts. The Railroad Unemployment Insurance Act, placing
employees of railroads under a separate unemployment compensation
system, became effective July 1, 1939, thus excluding revenues
hitherto derived from railroads, from the Federal Unemployment Tax
Act. Employment taxes on carriers and their employees were
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unaffected by the amendments. An increase of $12 millions in
revenue from these taxes reflects one quarter’s receipts under increased
tax rates as well as increased employment. Ten percent of the con-
tributions required by the Railroad Unemployment Insurance Act,
which are deposited with the Secretary of the Treasury for the credit of
the railroad unemployment insurance administration fund, amounted
to $5 millions, representing liabilities for three quarters of the year.
The increase of $30 millions in customs duties was due to heavier
imports of sugar, wool, liquors, and metals which offset declines in
the remaining tariff schedules except the free list. Duties collected
on imports from each continent except Europe increased sharply.
An increase of $80 millions in miscellaneous receipts from nontax
sources was concentrated in the ‘“‘other miscellaneous” item. Here
the bulk of the $47 millions increase included $44 millions on account
of repayment of capital funds by the Commodity Credit Corporation.
An increase of $21 millions in seigniorage arose principally from the
coinage of a large amount of silver and minor coins which were nec-
essary to meet the needs of business.

As in other years, the bulk of receipts in the fiscal year 1940 was
derived from a relatively few sources. As shown by the data in
the table on page 650, 86 percent of the receipts came from customs and
the following 11 taxes arranged in order of magnitude: Current corpo-
rate income, current individual income, employment by others than
_carriers, tobacco, distilled spirits and wines, estate, fermented malt
liquors, gasoline, capital stock, taxes on employment by carriers and

their employees, and automobiles, trucks, tires, tubes, and parts or .

accessories.

The Revenue Act of 1940, approved June 25, 1940, increased taxes
generally. The basic income tax law was changed by increasing the
corporation rate 1 percent, raising individual surtax rates on surtax
net income between $6,000 and $100,000, and decreasing personal
exemptions 20 percent. '

Certain temporary changes to last five years were also made, and
the proceeds were to be used for retiring obligations of the ‘“ National
Defense Series’” which were to be issued in connection with financing
the national defense program. Income, capital stock, declared value
excess-profits, estate, and gift tax rates were increased 10 percent.
In the individual income tax, the defense tax was 10 percent of the
basic tax or of net income after tax, whichever was less. With
the principal exceptions of regulatory taxes and taxes on tobacco
(other than cigarettes) and communication facilities, increases were
also made in other internal revenue taxes. The rate of increase,
generally 10 percent, varied from 8} percent in the case of the cigarette
tax to 50 percent in the case of the gasoline tax. The exemption on
the tax on admissions was lowered from 40 cents to 20 cents.
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Receipts in the fiscal year 1940 were not affected by the Revenue
Act of 1940 except indirectly as taxable activity was advanced in
anticipation of the higher rates efféctive in the next fiscal year.

Expenditures from general and spe_cia] accounts
Fiscal year 1940

Total expenditures of the Federal Government from general and
special accounts excluding debt retirement amounted to. $8,998
millions in the fiscal year 1940, an increase of $291 millions over the
preceding year. Included in the expenditures for 1940 was $120
millions applicable to the fiscal year 1939 to restore the capital of the
" Commodity Credit Corporation, a payment made in accordance with
the act of August 9, 1939. If this is taken into account, the actual
increase in expenditures for 1940 is $51 millions. The distribution
of the total expenditures by major functions is shown in table 8 on
page 652, and in chart 3. The distribution of the actual increase of
$51 millions is shown below.

Am
Items showing increase: (in 'mzllzons of do'lars)
National defense. . et cacmememen 396
Departmental __._.__.____ .

Interest on public debt... -
Aid to agriculture ... ... ... ...
gggnts to States under the Social Security Act

er

Iterns showing decrease:
Relief and work relief. . .o e eeem 695
Public works

Not IO OaS8 - o o e e emm e 51

1 After adjustment of payment to restore capital of Commodity Credit Corporation applicable to the
fiscal year 1939.

It should be noted that in this review of expenditures for 1940,
and also in the review of expenditures for the years 1933 to 1940,
which follows, the basis used is the classification shown in the table
on page 652, wherein expenditures are grouped by major objects of
expenditures, such as national defense, veterans’ pensions and bene-
fits, aid to agriculture, relief and work relief, public works, etc.
Where reference is made to departmental expenditures, the amounts
classified under these major objects of expenditure are excluded.

Reflected in the increase of $396 millions in the cost of national
defense are payments on account of the War Department (military),
which rose 36 percent; and payments on account of the Navy De-
partment which increased 32 percent.

- The increase of $106 millions in departmental expenses was due

principally to the large expenditures of the United States Maritime
Commission for the construction of merchant vessels, passenger and
cargo; payments for this agency were $55 millions greater than in



REPORT OF THE SECRETARY OF THE TREASURY 23

1939. Other departments showing increases were Commerce, $17
millions (due primarily to the cost of the 1940 census); Justice, $12
millions; Treasury, $7 millions; State, $5 millions; Civil Aeronautics
Authority, $5 millions. The Department of the Interior showed a
decrease-of $7 millions.

Expenditures for aid to agriculture increased $92 millions in the
“aggregate. Payments on account of the agricultural adjustment
program were $234 millions more in 1940 than in 1939, mainly because
of increased parity payments and increased payments under the Soil
Conservation and Domestic Allotment Act. Offsetting this increase
were decreases in cotton-price adjustment payments, payments
under the Sugar Act of 1937, payments on account of the Agricultural
Adjustment Administration, and payments (for capital stock) to
the Federal Crop Insurance Corporation. Payments under the Farm
Tenant Act increased $15 millions; and net payments of the Farm
Credit Administration (payments in excess of credits) increased $2
millions, largely because of diminishing repayments by the regional
agricultural credit corporations in liquidation. - On the other hand,
there were decreases of $25 millions in the expenditures of the Farm
Security Administration, other than under the Farm Tenant Act, of
$11 millions in subscriptions to paid-in surplus of the Federal land
banks, and of $3 millions in payments to the Federal land banks and -
the Federal Farm Mortgage Corporation as reimbursement for the
statutory reduction in interest on farm mortgages, making a total
decrease of $39 millions. After making ad]ustment in the fiscal year
1940 expenditures for the $120 millions in payment to the Com-
modity Credit Corporation for restoration of capital which was
appropriated for the fiscal year 1939, the net increase in expenditures
for agricultural aid was $92 millions. Details concerning the repay-
ments made by the Commodity Credit Corporation during 1940
(which were included in miscellaneous receipts) appear on page 171
of this report.

The increase of $36 millions in grants to States under the Social
Security Act is explained by the normal growth of the several pro-
grams of the Social Security Board, exclusive of the old-age and
survivors insurance benefits program, the receipts and expenditures
of which are handled as trust funds. .

The increase of $60 millions in “other’” payments is accounted for
chiefly by an increase of $26 millions for transfers to trust accounts;
of $23 millions for Treasury refunds of taxes and duties; and of $15
millions for expenditures for the Panama Canal.

The decrease of $695 millions in the cost of relief and work relief
was due almost entirely to a decline of $684 millions in payments on
account of the Work Projects Administration. Decreases in the
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expenditures of the Civilian Conservation Corps and the regular
departments (work relief) were almost wholly offset by an increase
of $17 millions in the expenditures of the National Youth Adminis-
tration.

The decrease of $44 millions in the cost of public works was due
* primarily to decreases in the grants and net loans of the Public Works
Administration and in the expenditures of the Public Roads Admin-
istration. These more than overbalanced increases in the expenditures
for public buildings, reclamation, river and harbor work, and flood
control.

Fiscal years 1933 to 1940

The total expenditures of the Federal Government from general
and special accounts for the eight fiscal years from July 1, 1932,
through June 30, 1940, amounted to approximately $60,827 millions,
or if debt retirements be excluded, to approximately $58,672 millions.
The following table exhibits the trend of expenditures during these
eight fiscal years and the course of debt retirements chargeable against
ordinary receipts.

Total expenditures from general and special aécoujnts, fiscal years 1933 to 1940

{In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583]

Public debt Public debt
Total reﬁiremeglts qusal eX{)end- Total reﬁireme}r;lts TQ'I;:al eX{)end-
;| chargeable itures less \ ;| chargeable itures less
Year extlzfrlégl against public debt Year cxt%er’;gl against public debt
ordinary retirements ordinary retirements
receipts receipts
1933, 4,325 462 3,864 | 1938 .__.___ 7,304 65 7,239
1934 6,371 360 6,011 || 1939 _______ 8, 765 58 8,707
1935. 7,583 574 7,010 || 1940.2-77C 9,127 129 8,998
1936. .- 9, 069 403 8, 666
1937 ... 8, 281 104 8,177 Total. ... 60, 827 2,155 58,672

Note.—Figures are rounded tb nearest million and will not necessarily adad to totals.

The largest single object of expenditure during the past eight years,
it will be observed from the table that follows and chart 3, has been
relief and work relief. The figures in this table and in the discussion
that follows have been classified by function and are on the basis of
the daily Treasury statement as it appeared on July 1, 1940 (see table
4 on page 628). They differ in total, therefore, from the daily Treasury
statement figures presented in the years 1936 to 1940 in that receipts
from taxes under the Federal Insurance Contributions Act, formerly
title VIII of the Social Security Act, have been excluded from total
_receipts and amounts transferred to the Federal old-age and survivors
" insurance trust fund, formerly the old-age reserve account, have been
excluded from expenditures.
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Ezxpenditures in general and special accounts, July 1, 1932, to June 30, 1940,
classified by functions

{In millions of dollars. On basis of daily Treasury statements reclassified as shown in the table on p. 628)

Function : Amount
Relief and work relief. _ i cemmmmeeeaceeaaan . 15,507
Grants to States under Social Security A R 1,143
Public works_... - 6, 500

Aid to agricultw JOR. 7,643
National defense. —- 7,497
Veterans' pensions 7,212
Other departmental_________.___ 3,188
Interest on the publicdebt .. . ____.... 6, 790
Other (see table 0N Page 35) . - o oo oo eimmem oo e 3,193
Total ordinary expenditires . oo e ‘58,672
Debt retirements. .. e mmememe e ceececmemocoesae 2,155
Total expenditures chargeable against ordinary receipts. . ..o e 60, 827
Nore—TFigures are rounded to nearest million and will not necessarily add to totals.
EXPENDITURES,! FISCAL YEARS 1933 TO 1940, BY PRINCIPAL CLASSES
DOLLARS
Billions DOLLARS
Billions
) — . Adds to
m Other Agriculture i
Interest on 5
0 Public Debt Public Works .
. 10
Veterans m Retiof ]
- .
L % National Defense 9
8 8
7 7
6 6
5 5
4 4
3 3
2 2
i [
o e N e 7 L o
1934 1935 1936 1937 1938 1939 1940
FISCAL YEARS
CHART 3.

Relief and work relief.—The relief and work relief programs of the
Federal Government have been carried on during the last eight years
mainly by the Work Projects Administration (WPA) and its prede-
cessors, the Works Progress Administration, the Federal Emergency
1 Excludes debt retirements.
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" Relief Administration (FERA) and Civil Works Administration
(CWA), and by the Civilian Conservation Corps (CCC) and the
National Youth Administration (NYA). Funds for the initial pro-
‘gram were provided by the Reconstruction Finance Corporation
(RFC). Expenditures for relief and work relief, classified by agency,
appear in the table that follows.

Ezpenditures for relief and work relief, classified by agencies, fiscal years 1933 to 1940

[In millions of dollars. On basis of daily Treasury statements reclassified as-shown in the table on p. 62§)

’ Execu-
Year RFC | FERA | CWa | WPA | Nya | Wede | goo | motal

(=23 (o4 [
Bruupee
HOOENPRO
SHOOLIOLN

RO
©
=3
>
'S

15, 506. 7

1 Includes Federa] Surplus Relief Corporation. ¢ Credit, deduct.
Note.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

The Emergency Relief and Construction Act of July 21, 1932,
authorized the Reconstruction Finance Corporation to make loans to
States, municipalities, and other public bodies for use by them in
furnishing relief and work relief to needy and distressed persons and
in alleviating the hardships resulting from unemployment. Loans to
States and to the Territory of Hawaii were to be repaid by annual
deductions from future highway grants; other loans were to be repaid
by agreement. This program came to an end shortly after the passage
of the Federal Emergency Relief Act of May 12, 1933, which created
the Federal Emergency Relief Administration. This latter act was
grounded on a principle different from that which underlay the
Emergency Relief and Construction Act of 1932, in that it authorized
the Administrator to make outright grants to States instead of making
them loans repayable out of highway grants. To June 30, 1936,
approximately $3,062 millions have been expended for relief by this
agency.

While the Federal Emergency Relief Administration program was
getting under way, a work program was begun under the Civil Works
Administration, an agency created to substitute work for direct relief
by furnishing employment on local improvement projects. - This pro-
gram reached its peak during the fiscal year 1934.
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The Works Progress Adrﬁinistration, created by Executive order

of May 6, 1935, pursuant to authority contained in the Emergency

Relief Appropriation Act of 1935, was established to substitute work
relief for direct relief. Its program superseded the Federal Emergency
Relief Administration. The Works Progress Administration, which
on July 1, 1939, was renamed the Work Projects Administration, had
expended over $8,119 millions by June 30, 1940.

The National Youth Administration was established under Execu-
tive order of June 26, 1935, to initiate and administer a program of
approved projects to provide relief, work relief, and employment for
persons between the ages of 16 and 25 years. During 1940 its program
was greatly enlarged and extended.

The regular executive departments also undertook work projects
under the various Emergency Relief Appropriation Acts. These
projects are of the same general type as those operated by the Work
Projects Administration. For purposes of this summary, it should
be noted that some of these expenditures have been classified in the
same categories as expenditures for the executive departments, e. g.,
national defense or aid to agriculture.

There is an additions! work relief program which differs substan-
tially from the relief and work relief programs described above.
The Civilian Conservation Corps, originally established by an Execu-
tive order of April 5, 1933, was made a statutory establishment under
the act of June 28, 1938. The primary purpose of the Civilian Con-.
servation Corps has been to provide youths with employment on
public works relating to the conservation and development of the
national resources. By June 30, 1940, expenditures aggregated
approximately $2,554 millions.

Grants to States under the Social Security Act.—Certain relief activi-
ties of the Government are carried on as grants to States under the
Social Security Act, approved August 14, 1935. These grants are
administered by three agencies of the Government: Social Security
Board, Public Health Service, and Children’s Bureau. Upon certifi-
cation of these agencies, payments are made by the Secretary of the
Treasury for (a) the administration of unemployment compensation
programs, (b) old-age assistance (not to be confused with old-age and

" survivors insurance benefits paid from trust accounts), (¢) aid to
dependent children, and (d) aid to the needy blind, public health
work, maternal and child-health services, services for crippled children,
and child-welfare services. Payments made during the fiscal years
1936 to 1940 are shown in the following table. :

269677—41——4
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Grants to States under the Social Security Act, fiscal years 1936 to 1940

{In millions of dollars. On basis of daily Treasury statements reclassified as shown in the table on p. 628]

Total to
1936 1937 1938 1939 1940 |[June 30,
1940
Federal Security Agency:
Socla] Security Board:
Old-age assistance (title I)_ ... ....._...... 19.7 | 124.8 182.2 | 208.8 | 227.6 763.2
Aid to dependent children (title IV). 2.0 14.3 25.5 310 45.4 118.1
Aid to the blind (title X). ... J— 1.0 4.7 . 52 53 6.2 22.3
Unemployment Compensation Administra- :
tion (title TIT). o oo ol .. .9 9.1 41.9 58.9 58.3 169.2
Total, Social Security Board.....__....—-.-. 23.6 | 152.9 | 254.8 | 304.0| 337.5 |1, 072.8
Pubhc Health Service: .
Public health work. ..o oo 2.4 7.8 8.9 8.0 9.4 36.5
Total, Federal Security Ageney. ... 26.0{ 160.7 | 263.7 | 312.0 | 346.9 | 1,109.3
Department of Labor:
Maternal and child health services (title V). .__._._ 1.0 31| 3.8 3.7 4.8 16.5
Services for crippled children (title V).__._ - .6 2.1 2.7 3.1 3.3 1.7
Child welfare services (title V)_.__.__ .2 1.0 1.3 1.5 1.5 5.5.
Total, Department of Labor. .-_- 18| 62| 78| 83| 96| 337
Total, grants to States. ... - 27.8 | 166.9 | 271.5{ 320.3 | 356.5 | 1,143.0

NoTE.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Public works.—The public works expenditures made during the
fiscal years 1933 to 1940 may be classified into six broad categories:
(1) Expenditures for the improvement and maintenance of rivers and
harbors for navigation (including flood control); (2) those for the
construction of public roads in cooperation with the States; (3) those
for the construction of new public buildings; (4) those for the con-
struction of irrigation and reclamation projects; (5) those of the
Tennessee Valley Authority (TVA), a Government corporation created
by act of Congress on May 18, 1933; and (6) those of the Federal
Emergency Administration of Public Works (PWA), established pur-
suant to title IT of the National Industrial Recovery Act, approved
June 16, 1933, to promote the construction of useful projects by
means of loans and grants to public bodies. Expenditures for public
works, classified by these types, are shown in the table that follows.

Expenditures for public works, classified by types, fiscal years 1933 to 1940
{In millions of dollars. On basis of daily Treasury statements reclassified as shown in the table on p. 628]

Rivers ; Public
Year and | Public | 5.5q- |Redama- pyw, s | mys | Total
S harbors | Toads! ings tion
171.3 127. 4 252 f e 442, 4
267.9 87.8 24,7 155.9 11,0 698.0
317.4 67.4 09| 285 36,1 883.4
243.9 79.7 64.0 69.5 48.8 729.7
350. 6 88.9 58.7 248.8 42.0 1,023.9
236.6 9.5 65.4 148.7 42,0 782.9
204.5 66.3 79.3 407.9 40.8 991.8
176. 4 75.0 96. 4 347.7 39.1 947.5
1,968.6 684.1 454.5 1,597.0 260.0 6,499.6

1 Includes forést roads and trails, Department of Agriculture.
2 Greater part of expenditures is reimbursable.
8 Net figures; the repayments of loans are treated as deductions from expenditures.

Norte.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.
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Aid to agriculture.—During the past eight years the Federal Govern-.
ment has furnished financial aid to agriculture in a number of different
forms and through a number of different agencies for the purpose of
giving relief to the financially distressed farmers and improving their
economic position. This aid includes the expenditures relating to
farm credit, agricultural adjustment, farm security, rural electrifica-
tion, and other expenditures by the Department of Agriculture.!
They are shown, classified by programs, in the table that follows.

Expenditures for aid to agriculture, classified by programs, fiscal years 1933 to 1940

[In millions of dollars. Oﬁ basis of daily Treasury statements reclassified as shown in the table on p. 628]

. F if\gr;cu(l]- - Rural Depart;
arm ural ad-. arm : ment o
Year credit | justment | security de%ﬁgca' Agricul- | Total
program "~ ture

.................................. 77.9 209.0

201.9 2.4 | .. 70.0 779.9

792.8 5.4 ™ . 75.5 | 1,076.3

632.0 138.0 1.4 127.8 938.0 -

527.5 209.7 8.9 . 156.6 976. 4

456. 0 183.2 15.2 135.0 860. 5

786.7 210.3 37.8 154.2 1,235.4

1,139.7 200. 3 33.0 154.3 4 1,567.4

4,626.7 949.3 101.3 951.4 7,642.7

*Less than $50,000.

Norte.—Net figures; repayments to revolving funds are treated as deductions from expenditures. Fig-
ures are rqunded to nearest tenth of a million and will not necessarily add to totals.

Federal aid to agriculture, through the medium of farm credit,
consisted of three principal ‘classes: Direct loans, interest subsidies,
and subscriptions to capital stock and surplus of agricultural credit
corporations. More important than making direct loans or granting
interest reductions to farmers out of appropriations made by Congress,
however, has been the financial aid extended farmers by Government
corporations engaged in supplying farmers with credit. Among these
corporations are the Federal land banks, the Federal Farm Mortgage
Corporation, the Federal intermediate credit banks, the regional agri-
cultural credit corporations, the production credit corporations, and
the banks for cooperatives. The expenditures in the table above
reflect the operations of these agencies only to the extent of capital
stock and paid-in surplus provided these agencies pursuant to appro-
priations. Further details with respect to the operations of these
agencies appear in the article beginning on page 39.

Expenditures under the agricultural adjustment program shown in
the table above include not only expenditures made under the
various ‘agricultural adjustment acts but also under related acts,
such as the Sugar Act of 1937, approved September 1, 1937, the Soil
Conservation and Domestic Allotments Act of February 29, 1936,

1 Although it is convenient to classify all the expenditures of this department as aid to agriculture, many
of them are primarily of general benefit, e. g., those for meat inspection, for tuberculosis eradication, for the
X‘:’ieather Bureau, for the Forest Service, for the Bureau of Biological Survey, and for the Food and Drug

ministration.
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and payments made to the Federal Crop Insurance Corporation and
to the Commodity Credit Corporation for capital stock or restoration
of capital. The agricultural adjustment program was initiated by
the Agricultural Adjustment Act of 1933, enacted May 12, 1933.
The program was supplemented by the provisions of the Bankhead
Cotton Act, the Kerr-Smith Tobacco Act, and the Potato Act,
approved April 21, 1934, June 28, 1934, and August 24, 1935, respec-
tively. The rentals and benefits contracted to be paid ‘to farmers
under these acts constitute the bulk of the expenditures of the Agri-
cultural Adjustment Administration, and in the peak year, 1935,
such payments approached $712 millions. On January 6, 1936, the
Supreme Court of the United States in the case of United States v.
Butler (297 U. S. 1) invalidated the production control and processing
tax provisions of the Agricultural Adjustment Act. Payments of
obligations and commitments existing as of the date of the Supreme
Court decision were made in con51d01able volume until the end of
the fiscal year 1937.

- On February 29, 1936, the Soil Conservation and Domestic Allot-
ment Act-was approved. This act replaced the program invalidated
by the Supreme Court with a program of agricultural land conserva-
tion.

Unaffected by the Supreme Court decision of January 6, 1936, was
a program authorized by section 32 of the Agricultural Adjustment
Act of 1935, approved August 24 of that year. Under this section
Congress appropriated for each fiscal year beginning with 1936 an
amount equal to 30 percent of the gross customs receipts for the
preceding calendar year, these sums to be used for the disposition of
crop surpluses, especially through the exportation and domestic con-
sumption thereof. In addition to this permanent appropriation,
Congress appropriated for the same purposes an additional $113 mil-
lions. The principal expenditures from this fund have been incurred
in connection with the cotton-price adjustment program of 1935 and
1937 and the activities (since July 1, 1937) of the Federal Surplus
Commodities Corporation.

The Sugar Act of 1937, approved September 1, 1937, authorlzcs the
Secretary of Avrlcultulc among other things, to make conditional
payments of 60 cents per one-hundred pounds, raw value, of com-
mercially recoverable sugar to domestic sugar-cane and sugar-beet
producers, with downward graduations in the case of large producers,
provided that the growers meet certain conditions incorporated in the
act. Expenditures under this act were $6 millions in 1938, $62 mil-
lions in 1939, and $49 millions in 1940.

By section 303 of the Agricultural Adjustment Act of 1938, approved
February 16, 1938, the Secretary of Agriculture was authorized and
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directed, if and when funds should be appropriated by Congress for
this purpose, to make payments to producers of corn, wheat, cotton,
rice, or tobacco, on their normal production of such commodities in
amounts sufficient to provide a return to such producers as nearly
equal to parity prices as the available funds would permit. The
Price Adjustment Act of 1938, approved June 21, 1938, made an
appropriation of $212 millions, to be available until expended, for
parity payments on the 1939 crops. A further appropriation of $225
millions was made for payments on the 1940 crops. Expenditures
in 1940 amounted to more than $215 millions.

The Commeodity Credit Corporation, chartered under the laws of
Delaware on October 17, 1933, was created primarily to make loans to
farmers on agricultural commodities with respect to which programs

. for agricultural adjustment were in effect. The original capital stock
of the Corporation, in the amount of $3 millions, was subscribed for
on behalf of the United States by the Secretary of Agriculture and the
Governor of the Farm Credit Administration. In 1936, however, at
the direction of Congress, $97 millions of additional stock were issued
and subscribed for by the Reconstruction Finance Corporation. The
act of March 8, 1938, provided for maintaining the capital of the
Corporation at $100 millions. Further details with respect to oper-
ations under this act appear on page 171 of this report.

The Resettlement Administration, as the Farm Security Admin-
istration was denominated prior to September 1, 1937, was created
by Executive Order No. 7027 of April 30, 1935. Until the passage

of the Farm Tenant Act of 1937, its payments were chiefly of an

emergency character, such as rural rehabilitation and loans and
grants in stricken agricultural areas. On July 22, 1937, the Presi-
dent approved the Bankhead-Jones Farm Tenant Act and the

Secretary of Agriculture assigned the duties under this act to the

Resettlement Administration, that agency having been transferred

to his jurisdiction by Executive Order No. 7530, signed December

31, 1936. Payments of the Farm Security Administration since

1936 have ranged from about $150 millions to $200 millions a year.

The. Rural Electrification Administration, . established by an
Executive order of May 11, 1935, was made a statutory agency about
a year later by the Rural Electrification Act of May 20, 1936. This
agency makes no grants but finances, through loans of public funds
at low rates of interest on a self-liquidating basis, the extension of
electrification facilities to persons in rural areas.

Prior to the fiscal year 1936, expenditures of the Department of
Agriculture (exclusive of those discussed above) averaged about $75
millions a year; in 1936 they were $128 millions; after 1936 they
averaged $150 millions. The explanation of the increase is to be
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found in the addition to the Department of a new bureau, the Soil
.Conservation Service, charged with the conduct of soil conservation
and land utilization projects; in the passage of the Bankhead-Jones
Act of June 29, 1935, authorizing additional expenditures for agri-
cultural researches including grants to State experiment stations,
and additional grants to States for agricultural extension work and
for the support of land-grant colleges; in legislation authorizing
the payment of indemnities to owners of cattle destroyed by the
Government as being tuberculous or afflicted with Bang’s disease;
and finally in large expenditures by the Forest Service and the Bureau
of Entomology and Plant Quarantine for forests, plant disease, and
insect eradication programs conducted as work relief projects and
financed from relief funds.

National defense.—During the past eight years the annual expendi-
tures of the Departments of War and of the Navy for military and
naval purposes have more than doubled, this being true even if
proper allowance be made for the effect during 1933 of the ecoriomy
provisions of the Legislative Appropriation Act of June 30, 1932.

For this fact six principal causes may be assigned: First, the gradual
restoration of the pay cuts imposed by the act of June 30, 1932, and
the removal of the prohibitions against automatic increases in com-
pensation; second, the increase in the average enlisted strength of the
Army from 118,750 to 165,000 men; third, the policy declared in the
Vinson-Trammell Act of 1934 of building up the Navy to the strength
permitted by the naval treaties of 1922 and 1930; fourth, the pro-
gram for building up the air forces of both Army and Navy, fifth, the
program for mechanizing and motorizing the Army; sixth (this apphes
only to 1940), the provisions of Executive orders dated September 8,
1939, directing that the enlisted strength.of the Army, Navy, and
Marine Corps and of the National Guard be increased and authorizing,
under certain conditions, the ordering to active duty of such officers
and men of the Reserves as might be deemed necessary.

During this period, the Treasury has classified in the daily Treasury
statement as “national defense’” only the military expenditures made
by the War Department and all expenditures by the Navy Depart-
ment. Expenditures by other departments and agencies which relate
in some respects to national defense have been classified under the
respective agencies making such expenditure. National defense ex-
penditures of this latter class have grown in importance, especially
with the advent of the enlarged defense program initiated by the
Government in the latter part of 1940.

The trend of expendltures is shown in the table that follows and in
chart 4,
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Expenditures of the War and. Navy Depariments for national defense, fiscal years
1933 to 1940

{In millions of dollars. On basis of daily Treasury statements reclassified as shown in the table on p. 628]

War De- | Navy De- . War De- | Navy De-
Year partment | partment | 1 °fal Year partment | partment | 10t&1
301.6 349.6 651.2 431. 5 596.3 1,027.8
243.3 297.0 540. 3 489. 5 673.0 1,162. 5
273. 4 436. 4 709.9 667.1 891.6 1, 558.8
382.6 529.0 911.6
378.2 556. 9 935.1 Total.... 3,167.2 4,320.8 7,497.2

Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

NATIONAL DEFENSE EXPENDITURES BY THE NAVY AND WAR DEPARTMENTS, FISCAL
YEARS 1933 TO 1940
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Veterans’ pensions and benefits.—Expenditures for veterans’ pen-
sions and benefits may be divided into two parts: the payment of the
soldiers’ bonus (adjusted service certificates) and ‘“‘other pensions and
benefits.”” In regard to the soldiers’ bonus the figures for 1933, 1934,
and 1935 in the table that follows represent payments to the ad]usted
service certificate fund based on estimates of the current requirements
of that fund during each year. The figures for;1936"and 1937 reflect
the transfers from the General Fund to the adjusted service certificate
fund necessitated by the passage of the act of January 27, 1936,
declaring the certificates to be immediately payable. These transfers
were completed in 1937.

" In regard to other veterans’ expenditures the decrease in payments
in 1934 is accounted for primarily by the legislation of March 20,
1933, authorizing the President to reduce veterans’ benefits and pen-
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sions. The rise in 1935 is due to the subsequent reestablishment of
these benefits.

The expenditures in each of the past eight years for veterans’
pensions and benefits were as follows:

Expenditures for veterans’ pensions and benefits, fiscal years 1933 to 1940
[In millions of dollars. Orm basis of daily Treasury statements reclassified as shown in the table on p. 6281

Adjusted Adjusted
Year service Other Total Year service Other Total
certificates certificates
100.0 763. 2 863. 2 582.0 582.0
50.0 507.0 557.0 557.1 557.1
50.0 557.1 607.1 556. 7 556.7
1,773.5 577.9 2,351. 4 -
580. 6 1,137.3 4,681. 4 7,211.6

NorE.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Other departmental expenditures.—The expenditures of the Depart-
ment of Agriculture have been discussed under the caption ‘“‘aid to
agriculture’’; those of the War Department (military) and of the Navy
Department under ‘“national defense’’; those of the Army engineers
for river and harbor work and flood control under “public works.”
The remaining expenditures of the Federal Government for ordinary
departmental activities aggregated $3,188 mllhons These are shown
in the table that follows: :

Expenditures of certain departments and agencies (exclusive of ezpenditures for relief
and work relief), fiscal years 1933 to 1940

[In millions of dollars. On basis of daily Treasury statements reclassified as shown in the table on p. 628)

. United i
Treas- | In- : Legis- | Com- Civil
ury | terior Jlgtel.ce lative | merce S]t:;)aet_e L]gl;(_)r %,gtﬁs Aero-
Year De- De- Estab- | De- ; nautics | Other | Total
part- y part- | part- time
part- | part- ment 1 lish- part- ment | ment | Com- Author-|
ment | ment - ment | ment mission?| 1Y 3
112.8 50.9 44.1 21.5 22.5 15.2 12.9 28.5 9.3 38.3 356.0
113.8 53.2 317 17.8 16.1 1.9 11.0 49.5 5.3 [551.56| 802.8
124.6 77.4 33.1 20.1 21.6 18.5 12.2 | 421.8 6.9 [642.6 335.7
142.0 56.8 36.9 22.9 19.4 17.7 | 12.7 | 418.1 7.11639.0 | 342.4
143.8 73.4 38.9 23.81 "17.5| 17.8 | 12.7 46.1 6.7 €37.4 ] 365.9
144.8 76.9 41.4 25.8 18.3 | 20.8 14.3 1.0 0.1 1647.8 | 401.2
155.8 103.8 46.9 219 19.9 19.2 14.9 43.6 18.4 16443 | 488.7
162.4 96.9 55.1 23.0 36.9 243 17.9 98.7 23.6 [656.1 594.9
Total._._|1,099.9 | 580.3 | 328.1 176.7 | 172.2 | 145.4 | 108.8 122.7 87.5 {8357.0 |3,187.6

t Includes the .Tudlclary
- 2 Includes expenditures classified prior to July 1, 1939, as U S. Shipping Board.
3 Includes expenditures classified prior to July 1, 1938, under Department of Commerce.
4 Credit, deduct.
s Includes about $12 millions paid for in 1933 by other agencies and in later years from postal revenues.
¢ Includes adjustments for disbursing officers’ checks outstanding.

Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Interest on the public debt.—Expenditures for interest on the public
debt have risen over the past eight years though not as rapidly in
proportion as the interest-bearing debt itself. Data on. interest
payments appear in the table that follows. Data on the computed
annual interest charge and computed annual interest rate appear on
page 68 and in table 46.
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Expenditures for interest on the public debt and premiums received and credited to
. interest, fiscal years 1933 to 1940

[In millions of dollars. On basis of daily Treasury statémeuts reclassified as shown in the table on p. 628}

Premiums Premiums
obtained on, obtained on
Year Gross securities | Net, in- Year Gross securities | Net in-
interest | offered at | terest interest | offered at | terest
prices . prices
above par above par
689.4 ... 689. 4 926.3
764. 1 7.5 756. 6 1 940.5
824.3 3.4 820.9 1.040.9
757.5 8.1 749.4

866.4 |- __eoeeoC 866. 4 Total ........ 6,839.2 48.8 | 6,790.4

Other expenditures—Other expenditures totaled $3,193 millions
during the eight years ended June 30, 1940, as shown below.

Ezpenditures for transfers to trust accounts, refunds of tazes, etc., fiscal years 1938 to

[In millions of dollars. On basis of daily Treasury statements reclassified as shown in the table on p. 628)

Refunds ' U. s.
Transfers | , . Federal | Federal H Pana-
Year to trust ofatgses Loan | Security Eg}lﬁgg sz%:}:g- ma | Other | Total

accounts duties Agency 2| Agency 3 ity Canal
21.3 70.3 49.7 23.2 feceaaaoot 117.4 12.7 7.7 302.3
21.1 63.9 206. 8 22.3 40.4 52.0 99]5155.3 631.7
21.0 76.5 96. 4 31.4 16.5 - 64,0 9.0 4.9 309.7
40.7 54.3 57.0 43. 4 424.9 86.0 11.5 5.9 323.7
46.7 55.9 48.2 63.7 450.7 41.9 11.9 10. 5 320.5
219.7 99.7 25.1 70.9 443.1 44.3 1 11.4 3.6 517.8
182.2 67.9 18.3 72.8 8.6 41.2 9.8 8.3 409.1
207.9 | 91.1 14.2 74.6 1.9 40.9 25.0 13.5 469.1
760.5 579.6 515.7 402.1 136.1 487.7 | 10L.1 210.2 | 3,193.0

1 Excludes transfers to Federal old-age and survivors insurance trust fund, formerly the old-age reserve.
account as explained on p. 24, and transfers to adjusted service certicate fund.

2 Excludes Reconstruction Finance Corporation loans and grants to States, municipalities, ete.

3 Excludes Civilian Conservation Corps, National Youth Administration, and grants to States under
Social Security Act.

4 Includes emergency housing.

$ Includes $150 millions paid by the Treasury for capltal stock of the Federal Deposit Insurance Cor-
poration.

Note.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Part of the increase in transfers to trust accounts shown in the table
above was due to larger appropriations to Governinent employees’
retirement funds. A major portion of the increase, however, was due
to the operation of the Railroad Retirement Act of 1937. This act
created the railroad retirement account in the Treasury of the United
States and authorized the appropriation to the account in each fiscal
year of an amount actuarially determined by the Railroad Retirement
Board to be sufficient as a premium to provide for the payment of all
annuities, pensions, and death benefits under the Railroad Retirement
Acts of 1935 and 1937. Transfers to the account in 1938, 1939, and
1940, were $146 millions, $107 millions, and $121 millions, respectively.

‘The column headed Federal Loan Agency in the foregoing table
shows net payments from general and special accounts pertaining
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to the constituent corporations and administrations of that establish-
ment. The larger expenditures include nearly $125 millions for the
capital stock of the Federal home loan banks, $200 millions for the
capital stock of the Home Owners’ Loan Corporation, $49 millions
for the purchase of shares in Federal savings and loan associations,
$24 millions for capital stock in the Disaster Loan Corporation, ap-
proximately $1 million for capital stock in the Electric Home and
Farm Authority, $1 million for capital stock in the Export-Import
Bank of Washington, $75 millions for meeting the expenses of the
Federal Housing Administration not covered by current income, and
$33 millions for interest on notes of the Reconstruction Finance Cor-
poration held by the Treasury but canceled pursuant to the provi-
stons of the act of February 24, 1938. Some of these expenditures
provided capital stock for corporations which carried out programs
of vast magnitude, the payments for which are not reflected in the
general and. special accounts of the Treasury Department. Further
details concerning these expenditures appear on pages 41 and 42.

The expenditures classified under the heading Federal Security
Agency are principally those of the Office of Education, the Public
Health Service, the United States Employment Service, and the
administrative expenses of the Social Security Board. They exclude
payments for grants to States, shown on page 28 of this report. The
expenditures of the United States Housing Authority exhibit the net
payments from general and special accounts pertaining to the low-rerit
housing projects and slum clearance programs administered, first, by
the Public Works Administration Housing Division, and after October
27, 1937, by the United States Housing Authority.

Deficit

The deficit (excess of expenditures over receipts) for the fiscal year
1940 in general and special accounts, amounted to $3,740 millions.
If public debt retirements are deducted, the net deficit for the year.
amounted to $3,611 millions. The table that follows shows the
deficit, the public debt retirements, and the net deficit for the fiscal
years 1933 to 1940.

Deficit, public debt retirements, and net deficit, fiscal years 1983 to 1 940

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583.]

. [Publicdebt] Net ’ .. | Publicdebt| Net
Year Deficit | otirements| deficit Year Deficit | oirements| deficit
2,245.5 461.6 1,783.8 |} 1937 . ..... 3,252.5 104,0 3,148,
3,255. 4 359.9 2,895.5 || 1938 ... 1,449.6 65. 5 1,384.2
3,783.0 573.6 3,200.4 || 1939 ... 3, 600. 5 58.2 ‘3,542.3
4,952.9 403.2 4,549.7 || 1940 _._._.___ 3,740.2 129.2 3,611.1

NortE.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.
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RECEIPTS AND EXPENDITURES IN TRUST ACCOUNTS AND CHECKING
ACCOUNTS OF CORPORATIONS AND CREDIT AGENCIES, FISCAL
« YEARS 1933 TO 1940

In addition to receipts and expenditures under general and special
accounts, discussed above, certain receipts and expenditures of the
Government are reported on the Daily Statement of the United States
Treasury under the title of ““Trust accounts, increment on gold, ete.”
There are four main classes of receipts and expenditures reported
under this title, two of which, increment on gold and seigniorage on
silver, are discussed on pages 128 and 134 of thisreport. The operations
of the other two classes of accounts, namely, trust accounts and check-
ing accounts of governmental corporations and credit agencies, are
summarized below. Neither the receipts nor the expenditures of
these accounts affect the Federal Budget except to the extent that
appropriations are made to these accounts from the General Fund.
Such appropriations appear as expenditures under general and special
accounts, and as receipts under trust accounts, increment on gold, etc.
The trust accounts dispose of the excess of their receipts over expendi-
tures by investing such excess in Government securities, as provided
by statute. The corporations and credit agencies maintaining check-
ing accounts with the Treasurer of the United States generally apply
the cash balances not needed for operations to the purchase of Govern-
~ ment securities for investment or to debt or capital stock retirement.

Trust accounts

The trust accounts maintained by the Treasury may be classified
‘into four groups: (1) The veterans’ funds established after the war,
(2) the Government employees’ retirement funds, (3) the retirement
and unemployment insurance accounts established by the Social
Security, Railroad Retirement, and Railroad Unemployment Insur-
ance Acts, and (4) the miscellaneous trust accounts, including accounts
of the District of Columbia.

The first group consists of the adjusted service certificate fund and
the United States Government life insurance fund.

The United States Government life insurance fund was established
pursuant to the provisions of an act approved December 14, 1919, as
a trust fund to be administered by the Government for the sole benefit
of the policyholders. The act directed that all converted insurance
premiums ! should be credited to the fund and that the fund should
be available for the payment of converted insurance claims and for
investment. The receipts side of the account comprises premiums,
interest, considerations for supplementary installment contracts
under claims, receipts from the United States on account of extra
hazard of the military and naval service, and other income. The

t United States Govefnment life insurance policies are conversions of war-risk term insurance policies
issued to persons in the service of the War and Navy Departments during the first World War.
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expenditures side consists of claims, payments of surrender values,
payments on supplementary installment contracts under claims, and
dividends. The balance in the fund consists of obligations of the
United States, policy loans, adjusted service certificate loans,' and
* cash on hand.

During the 8-year period from 1933 to 1940, the recelpts amounted
to $657.5 millions and the expenditures amounted to $653.6 millions,
the latter figure including net investments of $524.4 millions, i. e.,
investments less redemptions.

The adjusted service certificate fund was established pursuant to
an act of May 19, 1924, to provide a means for paying, over an extend-
ed period, the bonus voted by Congress to men who had served dur-
ing the War in the Army, Navy, and Marine Corps. The receipts of
the fund consist of transfers from the General Fund of the Treasury
and interest on investments; its expenditures consist of certificate
payments and the purchase of $500 millions of adjusted service bonds
to reimburse the United States Government life insurance fund on
account of the loans made from that fund under the provisions of
the World War Adjusted Compensation Act, as amended, and the
Adjusted Compensation Payment Act, 1936. The receipts of this
fund during the 8-year period, 1933 to 1940, amounted to $2,564.5
millions, of which $2,530.2 millions represented transfers from the
General Fund. Disbursements from the fund amounted to $2,570.7
millions, including expenditures from amounts transferred from the
General Fund. .

Under group two there are the civil service, foreign service, Canal
Zone, and Alaska Railroad retirement funds. Total receipts and
disbursements of these funds over the period, 1933 to 1940, follow:

RECEIPTS
[In millions of dollars]

Trfa;ggers Deductions | Interest
Fund General from . on Total
N ; TFund salaries investments
Civil service retirement fund _..........._._._..__ 381.6 279.2 113.2 774.0
Foreign service retirement fund. 1.8 1.7 1.0 4.5
Canal Zone retirement fund..... 2.5 4.0 1.0 7.5
Alaska Railroad retirement fund .5 .5 .1 1.1
EXPENDITURES

Tund Angtléties, Investments Total
Civil service retirement fund.._....... ... ... 444.1 327.5 771.6
Foreign service retirement fund._..... 2.1 2.3 4.5
Canal Zone retirement fund._.._....... 5.2 2.2 7.4
Alaska Railroad retirement fund_ . ... ... .2 .8 1.0

Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

! An act of March 3, 1927, authorized the Director of the United States Veterans’ Bureau (now the Ad-
ministrator of Veterans’ Affairs) to make loans to veterans from the life insurance fund on the security of
their adjusted service certificates. When the prepayment of the bonus was authorized (January 26, 1936)
the Secretary of the Trcasury was directed to issue fo thefund $500 millions of bonds to pay off the liens
against the certificates.” The cost of the bonds was charged to the adjusted service certificate fund.
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The civil service retirement and disability fund was created by the
Civil Service Retirement Act, approved May 22, 1920, to provide,
among other things, for the payment of annuities to qualified per-
manent civil servants in the event of retirement for age or total dis-
ability. The costs of the system are borne partly by the employees
subject to the provisions of the act and partly by the Government.

The third group includes the unemployment trust fund, the rail-
road retirement account, and the Federal old-age and survivors in-
surance trust fund. For information concerning the operations of
these accounts for the fiscal year 1940, see pages 212 and 218, and
also tables 20 and 21.

In group four are included the District of Columbia accounts and
Indian tribal funds and other miscellaneous accounts. The total
receipts of the District of Columbia for the 8-year period, excluding
amounts transferred from the General Fund, were $346.7 millions;
and the total disbursements, excluding amounts paid from the General
Fund of the Treasury, were $347.4 millions.

Government corporations and credit agencies maintaining checking
accounts with the Treasurer of the United States '

Certain corporations and credit agencies of the Government have
been established as self-financing organizations. Their cash opera-
tions are conducted through checking accounts maintained with the
Treasurer of the United States and the net balances of the transac-
tions in these accounts are shown under the title ““Trust funds, incre-
ment on gold, etc.” The operations of these Government corpora-
tions and credit agencies are reflected in the general and special
accounts of the Treasury only to the extent that appropriations are
made from the General Fund.

Under the act of January 22, 1932, creating the ‘Reconstruction
Finance Corporation, it was contemplated that the Corporation’s
funds would be used only for loans and administrative expenses, and
it was assumed that the latter would be taken care of through receipts
from earnings. An appropriation from the General Fund of the Treas-
ury in the amount of $500 millions was made for the purchase of
capital stock of the Corporation. Expenditures from funds provided
through such appropriation were reflected in the expenditures of the
‘Government, as and when the Corporation’s checks were paid by the
Treasurer of the United States. It was assumed that the amount so
charged in the Budget would more than take care of losses, if any,
sustained by the Corporation in connection with its lending activities.
Pursuant to section 9 of the act, expenditures made by the Corporation
from funds derived from the sale of its obligations to the Secretary of
the Treasury were treated as public debt transactions and, therefore,
‘were not included as expenditures in the Budget. This provision was
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based upon the assumption that the money loaned by the Recon
struction Finance Corporation from the proceeds of such obligations,
when repaid, would be available for the retirement of the Corporation’s
obligations held by the Treasury and used by the Treasury to retire an
equivalent amount of public debt obligations.

Effective July 1, 1933, this procedure was changed so that all
operations of the Reconstruction Finance Corporation, including
- expenditures from funds derived through the sale of its obligations to

the Treasury, were included in the Budget, in the same manner as
if the money had been appropriated by the Congress directly to the
Reconstruction Finance Corporation, in accordance with customary
procedure, for specified purposes. Although the change involved a
departure from the previous practice of basing expenditures of the
Federal Government upon direct appropriations made by the Congress
for specified objects of expenditure, the change was justified because
of the fact that under several laws enacted by the Congress subsequent
-to January 22, 1932, large sums of money were paid out by the
Reconstruction Finance Corporation for grants under relief acts and
for other purposes for which no provision had been made for repayment
to the Corporation.

Between 1932 and July 1, 1938, the financial transactions of the
Reconstruction Finance Corporation, Commodity Credit Corpora-
tion, and Export-Import Bank of Washington were included in the
general and special accounts of the Treasury on a net basis; i. e.,
checks paid by the Treasurer of the United States less receipts de-
posited by such corporations in their disbursing accounts with the
Treasurer. Beginning July 1, 1938, the financial transactions of these
corporations were reflected in the trust accounts, increment on gold,
etc., section of the daily Treasury statements. The purpose of this
change was to simplify the daily Treasury statement, and to elimi-
nate the confusion and misunderstanding concerning the effect of
such corporations’ transactions on the Federal Budget, particularly
in cases where the Treasury acts only in the nature of a depositary of
funds derived by the corporations from the sale of their own obliga-
tions on the market. - The figures on expenditures in this report have
been revised retroactively, however, on the basis of the new procedure.

.Under authority of the act of February 24, 1938, the Secretary of
the Treasury canceled approximately $2,726 millions of the obligations
purchased from the Reconstruction Finance Corporation pursuant to
the act of January 22, 1932, as amended, with respect to which the
Reconstruction Finance Corporation had no means of meaking repay-
ment to the Treasury.

In the reclassification of expenditures in comparative statements
covering the fiscal years 1932 to 1940, amounts aggregating the fore-
going sum of $2,726 millions are reflected as a charge against the
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Budget during the fiscal years in which such expenditures were made.
Beginning with the fiscal year 1939, expenditures of all Federal agencies
from funds allocated by the Reconstruction Finance Corporation, for
which there is no provision made for repayment, have been included
as charges against the Budget, and notes of the Corporation, in
amounts equivalent to such allocations, have been canceled by the
Secretary of the Treasury.

Because the Government corporations mentioned above and certain
other Government corporations and credit agencies maintain only
checking accounts with the Treasurer of the United States, the
transactions shown under “Trust accounts, increment on gold, ete.”
represent only the net balance of their operations, and, therefore,
do not furnish sufficient data for a detailed analysis of the financial
transactions of these agencies. Arrangements have been made with
these corporations, however, whereby certain data are submitted to
the Treasury so that the Treasury’s books can reflect the operations
of these corporations and agencies. These data have been combined
and appear below in a table showing sources and uses of funds from
the date of inception of the various corporations to June 30, 1940.
These data are not on the basis of the daily Treasury statement and
the figures, therefore, do not tie in exactly with the figures shown in
other tables in this report.

Sources and uses of funds of certain governmental corporations and agencies from
) anception of organtzation to June 30, 1940

[In millions of dollars. Compiled from latest reports received by the Treasury] '

Elec-

A <" |Export-|Federal|Federal
Centraly Com- [ Disas-  _tric | rroot 1 Deposit| Farm | Federal
Bank | modity| _ter | Home | "oy’ | ‘Ingur. | Mort- | home
for Co- | Credit | Loan | and of ance | gage | loan
opera- | Corpo- | Corpo- AFame Wash- | Corpo- | Corpo- | banks
tives | ration | ration uityor- ington | ration | ration

Sources of funds:
Appropriations from General
Fund of the Treasury ! _____._
Sale of stock to other agencies-..
Allocations, rediscounts, and
loans from other agencies (net).
Sale of obligations (net): . .
To the Treasury_ ... ______{...____ P2 1 T IR S IR MU I

Inthe markeb . . .. ...} ... 406.8 |__._.__. 1.2 [ femeaeean 1,269, 4 91.1
Sale of other property acquired__|_.__.... 3L.7 () NN PR I E 9.2 [cceee .
Repayment of loans 4...._..__._. 190.4 | 663.4 4.3 15.0 35.9 46.0 | 246.4 473.6
Income from interest, divi- .

dends, assessments, and property. 9.7 15.4 .6 2.6 6.3 243.1 | 369.8 35.0
Other receipts_ ... ... _._.. 2.3 2.0 .1 .2 7 3.9 9.2] 850

Investments (net): )
In Government securities....| 24.1 | . | o _|ooooc|-iilo 275.0 | ... 35.4

In other securities. ......._.. 1408 oo e el 73.5 | 7619 19.5
Allocations, rediscounts, and )
loans to other agencies. ... _[-cecenen 10.8 1N N IR 26.2 [l meaaes
Purchase and improvement of .
property owned 50.4 [ 1102 o

Footnotes at end of table,
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Sources and uses of funds of certain governmental corporations and agencies from
inception of organization to June 30, 1940—Continued

{In millions of dollars. Compiled from latest reports received by the Treasury]

. Elee-
. : v |Export-|Federal| Federal
C]ggﬂf‘l rggé?ty Dtlga:s ﬁ’;}fw Import {Deposit| Farm | Federal
for Co-| Credit | Loan | and Ba?k Iggur- Moret- I;ome
opera- | Corpo- | Corpo-{ Farm \’Vgsh- Cor%%- C%)a}%)o- bgglgs
tives | ration | ration Auitégor ington | ration | ration
Uses of funds—Continued. i
. Administrative expenses._.._...._. 0.7 8.9 2.2 1.4 0.4 62.4 8.4
Non-administrative expenses. ... |- ..o |-coo... .1 .6 ®) 3.4 (...
Interest and dividends paid .5 19.3 ... .2 2.3 230.8 17.8
Other expenditures__._..___.__._. 3.2 13.6 & .2 .5 14.1 .2
Total oL 247.6 |1,413.2 29.0 29.7 | 117.0 | 564.2 12,075.9 712.4
Net balance. oo ooooooooo . 6.8 1.2 ® 3 .9 18.2 28.0 47.1
Home .
Federal | Federal | ‘oun. | Recon- | RFC | Rural | United
National [ = Ijogan ers’ |struction | Mort- [ Electrifi-| States
Mortgage, Tnsurance, Loan | Finance | gage cation | Housing
Associa- ‘aoo "l Cor- | Corpora- | Com- | Adminis-| Author-
tion tign pora- tion pany | tration ity
tion
Sources of funds:
Appropriations from General
Fund ofthe Treasury *_ ... .. .. __.|.... P, 200.0 500.0 |--eooo_. 108.5 32.7
Sale of stock to other agencies. . . 11.0 100.0 (o feeeoooioos 25,0 jooeceoea il
Allocations, rediscounts, and
loans from other agencies
Sn 151 ) R 60.0 ool e 33.0 . 128.3 |...o.____.
Sale of obligations (net): .
To the Treasury. . oo oo |acomooeooc|ommmmcaeec| 7.0 20.0
In the market 63,114.5| 1, 096 4 114, 2
Sale of other property acquired. - 87.0 8.6 .8
Repaymentofloans 4. _.________ 776.8| 4, 985 4 178.2
Income from interest, divi-
dends, assessments, and prop-
- 10.7 20.2 | 763.5 553. 6 9.5 5.7 12.4
3.2 .1 15.1 68.1 2.8 ®) .2
Total. el 185.4 129.3 [4,956.9 | 7,229.2 | 168.2 244.1 358.3
- 179.3 |- 3,243.3| 6,600.2 | 157.7 221.3 255.3
Investments (net): .
In Governmentsecurities_._|__________ 14.7 8.6 [wooeoonoo e 3.8
Inothersecurities. - ... _f........_ 108.2 | 303.0 110.0 | oo
Allocations, rediscounts, and
Joans tootheragencies. ... ..ol pE:7 20 ) PRSI PR PSR
Retirement of obligations is-
sued in exchange for mort-
Bages.. ... i 479.6 |-meomomoo|ememmne | e
Purchase and improvement of
property owned. . ... .. 0 35 T RN (RSO IR 26.1
Administrative expenses. _. 1.5 1.0 | 197.8 74.1 3.6 8.3 10.2
Non-administrative ex; penses. - 1.4 (6] 93.3 6.5 3.2 4.3
Interest and dividends paid. 3.2 541 | 421.9 232.3 3.7 1.8 1.7
Other expenditures...___._.._.__ .1 .6 8.0 14. 4 ) .4 .1
Total. .ol 185.4 128.7 [4,874.4 | 7,224.8 | 168.2 231.7 3015
Net balance. .. ... .._io ool | 6| 825 44| o124 56.8

1 These are the only items on this statement which constitute a charge against the Federal Budget (general
and special accounts). Included are funds furnished by the Reconstruction Finance Corporation frqm the
proceeds of notes sold to and subsequently canceled by the Secretary of the Treasury, (see p. 114).

2 Includes $170.1 millions appropriated to restore impairment of capital in 1938 and 1939. Excludes repay-
ment of $43.8 millions which are reported as miscellaneous receipts representing surplus on basis of the March
. 31, 1940, appraisal of the Corporation’s assets.

3 Less than $50,000.

4 Rectﬁp}s from the sale of property acquired in liquidation of loans are shown as “sale of other property
acguire .

8 Includes expenditures for contributions and subrogated shares or claims in insured financial institutio ns

8 Retirement of these obligations is shown as ‘‘retirement of obligations issued in exchange for mortgag es.’

NoTE.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.
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Further data on the operations—of‘gov(ernmental corporations and
credit agencies maintaining checking accounts with the Treasurer of
the United States appear for the period ended June 30, 1939, in a
letter from the Secretary of the Treasury transmitted in response to
Senate Resolution No. 150, agreed to June 27, 1939, further details
concerning which appear on page 171 of this report.

THE PUBLIC DEBT
Fiscal year 1940

The gross public debt outstanding at the close of the fiscal year
1940 amounted to $42,968 millions, an increase of $2,528 millions
since June 30, 1939. This increase is reconciled with the deficit in-
curred in general and special accounts as shown on page 36 as fol-
lows:

Amount
(in millions
of dollars)
Excess of expenditures in general and special accounts_ .o eccncciccaan 3,740.2
Less public debt retirements included in expenditures. . ..o ae e 129.2
Net deficit to be financed. ... - e memamamemameemmsecceemmeseeeseene 3,611.1
Means of financing: '
Excess of receipts over expenditures in ttust and miscellaneous accounts. ... .oooo_oooooo... 135.6
Reduction in the balance in the General Fund. .. iiiieail 947.5
Increase in the gross public debt:
Public issues:
Marketable issues . - ... e e mm e e e 470.8
Nonmarketable issues. .- 1,014.7
Special iSSUes. - - . ool - 1,005.0
Matured debt and debt bearing no interest._ .. ..o oo oo
2,528.0
Total means of BNaNCING ..o e 3,611.1

Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

The net changes during the year in the various classes of securities
which constitute the outstanding debt are shown in the table which
follows. Further details on the classes of securities which make.up
the public debt are shown in the table on page 726 of this report.

269677T—41—5
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Comparison of public debt outstanding June 30, 1939 and 1940, by classes of securities

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583]

Class : June 30, 1039 | June 30, 1940 | gcrease or,
Interest-bearing:
Public issues: .
Marketable issues: :
Pre-war and postal savings bonds._ ... 196.5 196.3 ~0.2
Treasury bonds - 25,218.3 26, 554. 8 1,336.5
Treasury notes.......... 7,242.7 6,382.6 | —860. 1
Treasury bills. ..ol 1,307.6 1,302.2 ~5.4
Total marketable iSSues- - -.o_-------- eemenas 33,965, 1 34,435.9 470.8
Nonmarketable issues:
United States savings bonds....__...__..._...._.._ 11,868.1 12,904.7 1,036.6
Adjusted service bonds of 1945___.____.__________. 282.9 261.0 ~21.9
Total nonmarketable issues. .. ..............._ 2,151.0 3,165.7 1,014.7
Total publicissues. ... 36,116.1 37.601. 6 1,485.6
Special issues:
Adjusted service bonds, Government life insurance .
fund Series. oo e e ccmmmem—aenan 500.2 500.2 |ocooaiae
Treasury notes 1,983.2 2, 553. 4 570.2
Certificates of indebtedness: 1,286.5 1,721.3 434.8
Total special 1sSUes. - - e ecnaaaees 3,769.9 4,774.9 1,005.0
. Total interest-bearing debt ... 1. ______.__. 39, 886 0 42,376.5 2,490.5
Matured debt on which interest has ceased . - 2.3 204.6 62.3
Debt bearing no interest. ............._.._ - 411 3 386.4 —-24.8
Total gross debt . o oo ice e mccam s 40,439.5 42,967.5 2,528.0

! Current redemption value (cash receipts plus earned accruals less redemptions).
Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

During the year the computed average rate of interest on the
interest-bearing debt outstanding decreased from 2.600 percent to
2.583 percent. The computed annual interest charge on the debt in-
creased from $1,037 millions at the beginning of the year to $1,095
millions at the end of the year. The actual expenditures for interest
during the fiscal year 1940 amounted to $1,041 millions. The interest
due and payable on the various classes of securities during 1940 and
the amounts paid and outstanding unpaid are shown in table 44 on
page 772. The interest paid on the public debt by issues for the years
1938 to 1940 is shown in table 45 on page 772.

The major public debt operations during the year included: (1)
Two offerings of Treasury bonds, (2) four offerings of Treasury notes,
(8) weekly offerings and redemptlons of Treasury bills, and (4) the
continued sale of United States savings bonds.

Treasury bonds and Treasury notes

The major public debt operations involving Treasury bonds and
Treasury notes were carried out on various dates from November 1,
1939, to June 15, 1940. The issues of bonds and notes aggregated
$3,485 millions, of which $671 millions were issued for cash, and $2,814
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millions for the refunding of three series of Treasury notes maturing
during the year and one issue of Treasury bonds which was called for
- redemption on June 15, 1940, the aggregate maturities amounting to

$2,996 millions.

These operations are summarized in the following

table: ‘
Bond and note financing, fiscal year 1940
Date Issue Amount
Nov. 1,1939 | 1% Treasury notes, series B-1944, due Mar. 15, 1944 (at par):
In exchange for 136% Treasury notes of series B-1939,
maturing Dec. 15, 1939, oo $515, 210,900
Dec. 8,1939 | 2% Treasury bonds of 1948-50, due Dec. 15, 1950 (at par): .
PForeash .. e ieeeeeae $521, 431, 150
Government investment accounts. ... ..o ... 50, 000, 000
——————— 571,431,150
Dec. 22,1939 | 2349, Treasury bonds of 1951-53, due Dec. 15, 1953 (at par):
In exchange for 1349 Treasury notes, -series A-1940,
maturing Mar. 15, 1940 .. . o eeeiaeaee 1,018, 051, 100
Government investment accoUnts. - oo oo ooioaoooooo 100, 000 000
—— 1,118, 051, 100
Dec. 22,1939 | 1%, Treasury notes, series C-1944, due Sept. 15, 1944 (at par):
In exchange for 1549, Treasury notes of series A-1940,
maturing Mar. 15, 1940_ _ .o aeeeieo o 283, 006, 000
Mar. 15,1940 | 349% Treasury notes, series A-1945, due Mar. 15, 1945 (at par):
In exchange for 1149 Treasury notes, series B-1940,"
maturing June 15, 1040 . |l 718, 024, 200
June 15,1940 | 1% Treasury notes series C-1943, due Sept. 15, 1943 (at par):
In exchange for 334% Treasury bonds of 1940-43, called for
redemption on June 15,1940 .. .o o oaooioiifeeiiaiaiaeaos 279, 473, 800
3,485,197, 150
RECAPITULATION
Treasury Treasury :
Issued bonds Dotes Total
Foreash. e $671,431, 150 |ocoooolo e $671, 431, 150
Inexchange. . i iiiceans 1, 018, 051, 100 §1, 795 714,900 | 2, 813, 766, 000
LT S 1,689,482,250 | 1,795,714,900 | 3, 485,197,150

All official circulars and statements relating to these transactions
are included 'in the exhibits beginning on page 407.

Treasury bills

Offerings of Treasury bills were made each week during the year
and all issues were for a term of 91 days. All weekly offerings were
for amounts of approximately $100 millions except three issues offered

"in October and November 1939 which were for approximately $150
millions each. The 13 series outstanding at the beginning of the year
totaled $1,308 millions and the 13 series outstanding at the end of the
year $1,302 millions. Of the 52 series offered during the year, 45 series -
were sold at a positive average rate of discount, the highest average
rate computed on a bank discount basis having been 0.159 percent for
the bills dated September 13, 1939, and the lowest average rate having
been 0.0003 percent for bills dated April 10, 1940.. For 6 series sold
the buyers paid the Treasury a slight premium for the privilege of
holding the bills offered on those dates. One series was sold exactly



46 - REPORT OF THE SECRETARY OF THE TREASURY

at par. Including bills sold at premiums, the average rate on all bllls
issued during the year was 0.029 percent.-

Further information concerning Treasury bills will be found in-
exhibits 12 to 14, beginning on page 420, and in table 39 on page 765..

United States savings bonds

The sale of United States savings bonds continued during the year
without any change in the terms of the bonds as fixed by Department
Clircular No. 596, dated December 15, 1938. Regulations governing
the bonds, as set forth in Department Circular No. 530, Second Re-
vision, dated December 15, 1938, were amended on September 14,
1939, effective September 15, 1939, so as to provide additional fa-
cilities for the execution of requests for payment, and were again
amended on January 18, 1940, effective January 23, 1940, so as to
provide that each duly constituted trust estate would be considered
as an entity, without regard to beneficial interests. The regulations
were revised and further amended on March 27, 1940, and reissued as
the Third Revision of Department Circular No. 530, the principal
change being provision that the registration of savings bonds sold on
and after April 1, 1940, would be restricted to natural persons, that is
individuals, in their own right, who are residents of the continental
United States, the Territories and insular possessions of the United
States, the Canal Zone, and the Philippine Islands, or citizens of the
United States temporarily residing abroad. At the same time the
offering circular, No. 596, was amended to conform with these changes.
The amendments above referred to, and the Third Revision of
Department Circular No. 530, together with the press release of
March 22, 1940, explaining the changes in regulations effective April
1, 1940, will be found on pages 424 to 441 of this report.

Sales of savings bonds by months and denominations during the
year are shown in the following table:
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Sales of United States savings bonds, by months and denominations, fiscal year 1940

[On basis of Treasury audit]

$25 $50 $100 $500 $1,000 Total
Month -
Maturity value
1939—July. ... $2,211,025 | $3,145,350 | $10, 534,200 | $14,872,000 | $79,409,000 | $110,171,575
August.__.._..1 2,209,100 3,027, 800 9,828, 800 12, 219, 000 61,462, 000 88, 746, 700
September_____ 2,000, 450 2,634, 700 7,765,200 8,472,000 34, 662, 000 55, 534, 350
October........ 2,096,375 2,834, 400 8,707, 100 9,919, 500 41, 682, 000 65, 239, 375
November.____ 2,067, 800 2, 816,900 8, 752,000 10, 049, 500 55,243, 000 78,929, 200
December..._. 2, 540, 650 3,350, 850 10, 959 600 15,616,000 | 121,499, 000 153, 966, 100

4,413,200 | 15, 662 200 28,309,000 | 320,919, 000 372,362, 325
3, 866, 400 12, 339,700 | - 16, 295, 000 96, 173, 000 131, 422, 275
3,935,700 | 13,665,800 18,753,000 | 141,162,000 180, 273, 400
3,658,560 | 11, 567,900 14, 582, 000 63,920, 000 96, 329, 175
3,284,500 | 10,007,000 11,387, 500 46, 569, 000 73,657,350
3 021 850 9, 205, 900 10 301, 000 38, 762, 000 63,462, 275

2,171, 525

Total.___.._. 28,871,000 | 39,990,200 | 128,995,400 | 170,775,500 |1, 101,462,000 | 1,470,094, 100
Sale price
Total .__._._ $21,653, 250 | $29, 992,650 | $96, 746,550 | $128,081, 625 | $826, 096, 500 | $1,102,570,575

The preceding table is compiled from the standpoint of the effective
issue date of the bonds upon the basis of the Treasury audit of original
registration stubs representing sales by the Postal Service, the Federal

“Reserve Banks, and the Treasury Department during the year, after
all items in transit have been cleared, and does not exactly correspond
and agree with other totals appearing in this report made up on the
basis of the actual cash credits in the Treasurer’s account within the
fiscal year.

For other data concerning savings bonds, reference is made to the
article beginning on page 60, and to the administrative reports of the
Division of Savings Bonds on page 395 and of the Division of Loans
and Currency on page 385.
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Adjusted service bonds

Adjusted service bonds of 1945 amounting to $8 millions were
issued during the year, making a total of $1,837 millions of such
bonds issued since June 15, 1936, in payment of amounts due on
adjusted service certificates, Redemptions of $30 millions of these -
bonds during the year brought the total redemptions since June
15, 1936, to $1,576 millions, leaving $261 millions outstanding on
June 30; 1940. Further data.on adjusted service bonds appear on
page 64, and in the table on page 726.

Special issues

During the year the Treasury continued to issue special series of
interest-bearing securities for the investment of trust or other funds
deposited in the Treasury or pursuant to appropriations for specific
purposes. The amount of such obligations increased by $1,005

. millions during the year, due primarily to investments for trust funds
and accounts established by the Social Security Act, as shown in the
following table.

Comparison of speczal tssues of Treasury obligations outstanding June 30, 1939 and

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583]

s e June 30, | June 30, Increase or
Special issues 1939~ |- 1940 decrease (—)
Adjusted service bonds, Government life insurahce fund..___. 500.2 500.2 |ocmcaceee
Treasury notes:
Federal old-age and survivors insurance truﬁt fund notes: .
3% 0O1d-age reserve acCoOWNt. o oo oo oe oo e 1,177.2 1,413.2 236.0
2%% Federal old-age and survivors insurance trust ’
(51 1 ¥ DS UIIRY PRSP 324.9 324.9
3% Rallroad retirement aceount. ... .. ... . ... 67.2 79.4 12,2
Civil service retirement fund:
465. 4 550.3 84.g
4% Forelgn service retirement fund._ ... 3.5 3.9 4
49%, Canal Zone retirement fund_. 3.9 4.3 .3
49, Alaska Railroad retirement fund. . .6 .8 .2
29, Postal Savings System.___._. .__....._. - 128.0 96.5 ~31.5
2%, Federal Deposit Insurance Corporation. . 101.0 56.0 —45,0
2% QGovernment life insurance fund. . ... .. _.._.__._.__. 36.4 24.3 —12,1
b U 1,983.2 2, 563. 4 570.2
Certificates of indebtedness: ’
4% Adjusted service certificate fund.____________________.__ . 19.5 11.3 —8.2
2169, Unemployment trust fund__________________________ 1,267.0 1,710.0 443.0
T P 1,286.5 1,721.3 434.8
Grand total e 3,769.9 4,774.9 1,005. 0

Further details of the special issues ouﬁstanding on June 30, 1940,
are shown in the statement of the public debt appearing on page 726.
Other data on special issues appear in the article beginning on page 64.
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Cumulative sinking fund

Credits accruing to the cumulative sinking fund during the year
amounted to $582 millions which with the unexpended balance of
$i1,664 millions brought forward from the previous year made $2,246
millions available for the year. Of this amount, $128 millions were
applied to the retirement at par of Treasury notes and Treasury bonds
maturing during the year and presented for cash redemption. The
unexpended balance of $2,117 millions was carried forward to the
fiscal year 1941.

Tables presenting the transactions on account of the fund for 1940
and since its inception on July 1, 1920, will be found on pages 770 and
771 of this report.

Amendment to the Second Liberty Bond Act

During the fiscal year 1940 there were two amendments to the
Second Liberty Bond Act, as amended, the law under which public
debt operations are now carried on. The act of July 20, 1939, amended
section 21 to remove the limitation on thé amount of bonds that could
beissued. It made no change, however, in the total amount of bonds,
Treasury notes, certificates of indebtedness, and Treasury bills—$45
billions—which may be outstanding at any one time. Title III of
the Revenue Act of 1940, approved June 25,"1940 (see exhibit 19,
page 442), further amended the Second leerty Bond Act to prov1de
for “National Defense Series” of Treasury notes, certificates of in-
debtedness, and Treasury bills. These new obligations may be issued
to provide funds to meet expenditures made after June 30, 1940, for the
national defense or to reimburse the General Fund of the Treasury
therefor. The aggregate amount of these obligations that may be
outstanding at any one time may not exceed $4 billions less any
retirements from the special fund made avaﬂable under section 301
of the Revenue Act of 1940.

Fiscal years 1933 to 1940
Financing the deficit

During the period from June 30, 1932, to June 30, 1940, the gross
deficit, that is, the excess of expenditures over receipts in general and
special accounts, amounted to $26,280 millions. During this period,
‘expenditures in general and special accounts for debt retirement
amounted to $2,155 millions. Excluding these expenditures from the
gross deficit, the net deficit between June 30, 1932, and June 30, 1940,
aggregated $24,125 millions. During the same -eight years the
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balance in the General Fund increased by $1,474 millions. The total
amount required to be financed for the account of the regular Budget
during this eight-year period thus amounted to $25,599 millions.
The financing of $18,489 millions, or a little more than 72 percent of
this amount, is indicated by the net increase in the outstanding public
debt obligations issued to the public for cash. These figures are
shown in the table below.

Means of financing the deficzt and the increase in the General Fund, June 30, 1932
to 1940

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p.583]

Amount to be financed:

Gross deficit in general and special accounts. . ..o iiooaiaas 26, 280
Less public debt retirements. . ..ol 2,155

Net deficit in general and special accounts. ... cccaccccamane 24,125
Increase in balance in the General Fund:
Increment on gold g
Seigniorage on silve
‘Working balance. ...

Total increase in balance in the General Fund. ... iiiaianans 1,474

Total t0 De ANANCEA - - - o o\t e e m oo 25, 599

Means of financing:
Increase in public. debt
Public issues:

Special issues to Government agencies and trust funds. ... ..oooo oo oooooo.L 4, 466
Matured and noninterest-bearing debt. ... oo oo omm i iccicieaeeae

Total increase in public debt
Increment on gold...._.

Seigniorage on silver_______________._
Excess of receipts in trust accounts. . -
Excess of receipts in checking accounts of governmental fes. ... eem 521

Total means of financing...._._.. e imm e —mmmmm—m—m i mmmmmm—m—mmmmm————— 25, 599

1 Of this amount, $27.6 millions were used for payments to Federal ReserveBanks for industrial loans and
$645.4 millions were used for retirement of national bank notes. These amounts are reflected in the “increase
in the working balance,” referred to above. Further details appear in the table on p. 130.

Nore.—Figures are rounded to nearest million and will not necessarily add to totals.

The increase in the public debt shown in the table above is discussed
by classes of issues in the paragraphs that follow. Further data with
respect to other items in the table appear on the following pages:
Deficit, page 36; increment on gold, page 128; seigniorage on silver,
page 134; trust accounts, page 37; and checking accounts, page 39.

Changes in the composition of the debt, by classes of securities

The composition of the public debt outstanding at the end of each
fiscal year since June 30, 1932, by classes of securities, is shown in the
table that follows and in chart 5 on page 52,

- It can be seen from the table that since June 30, 1932, there have
been major alterations in the composition of the public debt. The
Liberty bonds, which totaled $8,201 millions on that date, have been
refunded and have disappeared entirely. Most of the pre-war issues
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have also_been retired. On the other hand, there were included in the
public debt on June 30, 1940, approximately $2,905 millions in United
‘States savings bonds, a new type of Government obligation issued on a
discount basis. Included also were $261 millions of adjusted service
bonds. of 1945. These bonds, dated June 15, 1936, were issued to
veterans in the amount of approximately $1,837 millions in payment
of their adjusted service certificates, The bonds were redeemable at
the option of the holder, and a large proportion of the issue was
presented for redemption immediately after issue. ‘

Comparison of public debt outstanding on June 30, 1932 to 1940, by classes of securities

{In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583]

Class 1932 1933 | 1934 1935 1936 1937 1938 1939 1940

Interest-bearing:
Public issues:
Marketable issues:
Pre-war and pos-
tal savings :

bonds._..____.. 790 806 831 855 200 198 197 196 196
Liberty bonds.._| 8,201 | 8,201 | 6,846 | 1,335 |._ .o | -ooo__|eoo ofeoomm |l
Treasury bonds..| 5,259 | 5,216 | 9,333 | 12,684 | 17,168 | 19,936 | 21,846 | 25,218 | 26, 555
Treasury notes..| 1,261 | 4,548 | 6,653 |.10,023 | 11,381 | 10,617 | 9,147 | 7,243 | 6,383
Treasury bills._.. 616 954 | 1,404 | 2,053 | 2,354 | 2,303 | 1,154 | 1,308 | 1,302

Certificates of in- .
debtedness...| 2,726 | 2,108 | 1,517 || ...

Total market-
able issues_| 18,852 | 21,835 | 26,084 | 26,950 | 31,102 | 33,054 | 32,344 | 33,965 | 34,436

Nonmarketable is-
sues:
United  States
savings bonds! |..______
Adjusted service

................ 62 316 800 | 1,238 | 1,808 | 2,905

bonds of 1945.| ... |l |eeaas 945 389 319 283 261
Total nonmar-
ketableissues..|. ..o |ococeooi]ecaaaas 62| 1,261 | 1,188 [ 1,556 | 2,151 { 3,166
* Total publicis- .
8UeS_— oo 18,852 | 21,835 | 26,084 | 27,012 | 32,363 | 34,242 | 33,900 | 36,116 | 37,602

Special issues: .
Adjusted service
bonds,  Govern-
ment life insurance

fund series_ ..o |oooo oo 500 500 500 | 500

Treasury notes-...... 204 231 278 478 480 708 | 1,278 | 1,983 | 2,553 -
Certificates of indebt-
edness___________ 105 92 118 156 | - 146 350 898 | 1,287 | 1,721
Total special issues. 309 323 396 633 626 | 1,558 | 2,676 | 38,770 | 4,775
Total interest-bear-
ing debt 19,161 | 22,158 | 26,480 | 27,645 | 32,989 | 35,800 | 36,576 | 39,886 | 42,376
Matured debt on whicl . .
__terest has ceased .- 60 66 54 231 169 119 141 142 205
Debt bearing no interest..... 266 315 518 825 620 506 448 411 386
Total gross debt....... 19,487 | 22,539 | 27,053 | 28,701 | 33,779 | 36,425 | 37,165 | 40,440 4?, 968

lsgurrent redemption valus (cash receipts plus earned accruals less redemptions). For full account, see
p. 62. .

Norte.—Figures are rounded to nearest million and will not necessarily add to totals.

A part of the public debt which has become of growing importance
since 1932 is that represented by special obligations issued to Govern-
ment corporations and trust accounts. Such obligations totaled only
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COMPOSITION OF THE INTEREST-BEARING PUBLIC DEBT OUTSTANDING, BY TYPES
OF OBLIGATIONS, MONTHLY, JULY 1932 TO JUNE 1940
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CHART 5.
NorE.—Pre-war and postal savings bonds included with Treasury bonds. Special issues include all

such securities issued to Government agencles and trust funds whether in the form of bonds, notes, or
certificates of indebtedness.
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$309 millions on June 30, 1932, and amounted to less than 2 percent of
the gross public debt. By June 30, 1940, the total of such obligations
had increased to $4,775 millions, or 11 percent of the public debt.
The large increase was due principally to fiscal operations under the
Social Security Act. Under various titles of that act, certain trust
funds were established in the Treasury, and the Secretary of the
Treasury invested the receipts of these funds, to the extent that they
were not needed for current expenditures, in special obligations of the
Government. Further details with respect to these special issues
appear on page 64 and in table 30.

Public 1ssues

Bonds and mnotes.—The major public debt operations involving
Treasury bonds and notes that were carried out on various dates from
August 1, 1932, to June 15, 1940, are itemized in the table below.
During this period the issues of bonds and notes aggregated $41.7
billions. Of this amount $16.6 billions were issued for cash, $6.9
billions for the refunding of Liberty bonds called for redemption during
the period, and $18.2 billions for the refunding of Treasury bonds,
notes, and certificates of indebtedness.

Offerings of marketable issues of Treasury bonds and Treasury notes, July 1, 1932,
) to June 30, 1940

{In millions of dollars]

Amount issned Issued

In exchange for—

Date of issue Rate Call and maturity dates

For | Treasury
Bonds | Notes | ooch | “honds, Liberty

bonds

1| Aug. 1, 1984 | eaael 345
Aug.1,1936.__
Sept. 15, 1937.
Apr. 15,1937
Dec. 15, 1936

Feb.1,1938. .o caiinaaoa.
Apr.15,1936_ .
June 15, 1938 _
Aug.1,1935.__
3| Aug.1,1941_.______.___

Oct, 15, 194345

Apr. 16,1934 ____.___________. .
Mar. 15, 1935__
Dec. 15, 1935_ .
Feb. 15,1937
Mar. 15,1938 . __._____.

t Interest at 4% percent paid during the first year after issuance of the bonds.
2 Treasury bonds of the series of Apr. 16, 1034, were offered for payment in gold. All bonds of this series
were redeemed before maturity.

Note.—Figures are rounded to nearest’million and will not necessarily add to totals.
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Oﬁ‘ermgs of marketable issues of Treasury bonds and Treasury notes, July 1, 1932
to June 30, 1940—Continued

[In millions of dollars)

Amount issued Issued

In exchange for—

Date of issue Rate Call and maturityb dates F T

or reasury

Bonds | Notes cash bo%ds, Liberty
' notes,

and cer- | Ponds

tificates

Percent

d
Sept. 15, 1945-47.
Mar. 15, 1939 ...
234| Sept. 15, 1945-47
134] Dec. 15,1940 .. ___..__.....

3

25| Sept. 18, 1056-59
214| Dee. 15, 1949-53_ .1 . .
13| Dec. 15, 19412107

Sept. 15, 1042
215 Dec. 15,1945 ___
184| Dee. 15,1942 IIITTITITT

Sept. 15 1950—52_--_ " 866 foanoooo-
104 June 15,1943 . ______|.oo....

234| Dec. 15, 1960-65........... 591 | ... .. 403
2 | Dec.15, 1947, ________.__. K(1) N (R R,
14 Dec. 15,1943 ..o feeeeaaes 368 329
2%4| Dec. 15,1860-65. ... _...___._..| 894 | __.. .. 804
2Y4| Sept. 15, 1950-52_....__.._.....| 319 [ooo...]|- 319
134| Dec. 15,1943 ... _._..__ 53 53
84} June 15, 1944 . _._____. 416 416
1 | Mar. 15 1944 ____. 515 515
2 | Dec.15,1948-60 .. ... 571 ... STl ...
24| Deec. 15 1951-53 . ... L8 | ... 1,018
1 | Sept. 15, 1944 .l 283 283
84| Mar. 16,1945 ____.________.___j.oo_... 718 Joeeeeaae 78 .
1 | Sept. 15,1943 ...l 279 |-eceenan 279 feeeoanns

........................................ 21,754 | 19,990 | 16,638 18, 158 6,948

Note.—Figures are rounded to nearest million and will not necessarily add to totals.
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The sale of Treasury bonds and notes was carried on by means of
public offerings by the Secretary of the Treasury pursuant to the
authority of the Second Liberty Bond Act, as amended. In general,
applications were received at the Federal Reserve Banks and their
branches, and at the Treasury Department. Banking institutions
were authorized to submit subscriptions for customers as well as sub-
scriptions for their own account. Since 1935, subscriptions for their
own account have been restricted, at each offering of securities for
cash, to-an amount not exceeding one-half of the combined capital
and surplus of the subscribing institution.

Until 1935, cash subscriptions for amounts up to and including
$10,000 were given preferred allotments and all other cash subscrip-
tions were allotted on an equal percentage basis. In 1935, preferred
allotments to small subscribers were limited to subscriptions of $5,000
or less. Further reductions in the limit up to which preferred allot-
ments would be made occurred subsequently, and in December 1938
no preferred allotments were made at all. A new preferred allotment
system was established in December 1939 by which subscriptions up
to $5,000 were allotted in full provided that the subscriber agreed to
accept delayed delivery in registered bonds and entered no other
subscription.

Subscriptions were usually invited at par and accrued interest for
both cash and exchange offerings, but on a number of occasions other
practices were followed. In 1935, for example, five small cash offer-
ings of Treasury bonds were made at prices which were determined
by competitive bidding. On a few occasions, issues of Treasury bonds
and notes were offered at specified prices above par. Data with re-
spect to these issues appear in the table that follows. '

Treasury bonds and notes issued at prices above par, June 30, 1932, to June 30, 1940

Price
Date of issue ' Description F
or ex-
For cash change
Oct. 15,1933 | 3147 ' bonds of 194345 aiaaioo 10134
June 15,1935 | 224% bonds of 1955-60..____ O
June 3,1935 | 3%, bonds of 1946-48__ .- 3103.125
July 1,1935 {____. [ (+ S 3 103. 5625
July 22,1935 2/% bonds of 1955-60 I 3 101. 69375 |-
Aug. 56,1935 | Q0. s 3101.5625 |.
Aug. 19,1935 | ... do____...___..__ 4 100. 78125
Mar, 15,1939 2}4% bonds of 1950-52___ -
Do....... 234% bonds of 1960-65._. R
Doo.eeae 114% notes of Dec, 15, 1943

1 Interest at 4}4 percent paid during first year after issuance.
9; Offered in exchange for First Liberty bonds at par on Apr. 22, 1935; price increased to 100%4 on May 8,
1935.
3 Average price of bids accepted.

In the bond and note refunding operations carried out by the
Treasury between July 1, 1932, and June 30, 1940, the holders of
maturing securities were offered the right to exchange the entire
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amount of their holdings for new obligations of the Government and
were generally assured of an allotment equal to the amount of securi-
ties turned in. On many occasions, moreover, more than one issue
was offered in exchange and the holder of the maturing security was
allowed to select the issues and the amounts desired.

‘Most of the major refunding operations engaged in between 1932 and
1940 involved the refunding of Treasury note maturities into new
notes or bonds. The largest individual refunding operations under-

.taken, however, were those which concerned the Liberty bonds, two -
issues of which, the Fourth Liberty Loan and the First Liberty Loan,
were called for redemption and refunded between 1933 and 1935.

- The refunding of the Fourth Liberty Loan, the final maturity date
of which was October 15, 1938, was announced in October 1933 and
concluded in October 1935. The issues refunded amounted to $6,268
millions of 4% percent obligations, in connection with which there
were four calls for redemption and seven offerings of securities for
exchange—each call treating a particular fraction of the entire series
of Fourth Liberty Loan bonds by specifying in the call the last
digit of the serial number of the bonds called. Thus, the first call for
redemption specified that only those outstanding bonds whose final
digit numbers ended in 9, 0, or 1 were subject to the call. The table
that follows shows the portions called and the securities into which
the holders exchanged the bonds.

Refundirig of the Fourth Liberty Loan

[Dollars in millions)

Issue . Amount

Issue of Fourth Liberty Loan 4}4% bonds called: L.
First call—redemption on Apr. 15, 1934 (numbers ending in 9, 0, or 1).| Approximately three-tenths.
Second call—redemption on Oct. 15, 1934 (numbers ending in 8 or 2)_.| Approximately two-tenths.
Third call—redemption on Apr. 15, 1935 (numbers ending in 5, 6, or 7)_| Approximately three-tenths,
Fourth call—redemption on Oct. 15, 1935 (numbers ending in 3 or 4)__| Approximately two-tenths.

Total outstanding at time of first call_.. . _________________ $6,268.1

Securities issued in exchange:

334 % ! Treasury bonds of 1943-45 900.7
314% Treasury bonds of 1944-46_ 1,284.4
278% Treasury bonds of 1955-60. 1, 558.0
234% Treasury bonds of 1945-47_ _______ 568.7
2149, Treasury notes due Sept. 15,1938 .. _____________.__.____ 596. 4
134% Treasury notes due Mar, 15, 1939 _ .. oo oreceaeas 429.2

Total issued in exchange________________ . _____ 5,337.4

Balance for cash redemption by the Treasury .. . ... . ... . 930.6

1 Interest at 414 percent paid during the first year after issuance of the bonds.

Of the Fourth Liberty Loan bonds outstanding prior to the an-
nouncement on October 12, 1933, of the first call for redemption, about
85 percent were exchanged for new issues. On the exchanged portion
of the bonds, the annual interest charge to the Government was re-
duced $74 millions and the saving of interest to the maturity date
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originally fixed for the bonds (October 15, 1938) was estimated at
$267 millions. .
The First Liberty Loan bonds, which were outstanding in the
amount of $1,933 millions, were called for redemption on June 15,
1935. At the time of the call, the First Liberty Loan was divided
into four issues as a result of conversion privileges that had arisen
subsequent to the original issuance of the obligations. . The table that
follows shows the amounts outstanding and the amounts exchanged
as a result of the refunding offering.

Refunding of the First Liberty Loan

[In millions of dollars)]

Issue : } Amount.

Issues of First Liberty Loan bonds called: .
First 314’s (fully tax-exempt) .. oo e 1,392.2
First converted 4’s (partially tax-exempt).__._.____ - 5.0

First converted 414’s (partially tax-exermpt) 532.5

First-second converted 414’s (partially tax-exempt) 3.5
Total called .- - o oo e mcaceemc e cmcamemene— 1,933.2

Securities issued in exchange:

2789, Treasury bonds of 1956-60_ _ . eiiameaa e mmm——an 746.4

156% Treasury notes due Mar. 15, 1940 _ e 864.5
Total issued in exchange . .. ccaenlenn 1,610.9
Balance for cash redemption by the Treasury. ... ... 322.3 -

Full accounts of the refunding of the Fourth and First Liberty Loan
bonds will be found in the Annual Reports of the Secretary of the
Treasury for the fiscal years 1934 to 1936.

About the same time the First Liberty Loan bonds were called,
three issues of the 2 percent circulation privilege bonds were called
for redemption. The 2 percent perpetual consols callable at any time
- after April 1, 1930, outstanding in the amount of $600 millions, had
been issued between 1900 and 1907 to refund higher coupon issues.
The 2 percent Panama Canal bonds of 1916-36 and 1918-38, out-
standing in the amounts of $49 millions and $26 millions, had been
issued in 1906 and 1908, respectively, to provide funds for the con-
struction of the Panama Canal. These three bond issues had, for
some years prior to 1932, been the only outstanding bonds available |
for deposit as security for the issue of circulating notes of national
banks. However, a provision of the Federal Home Loan Bank Act,
approved July 22, 1932, attached the circulation privilege as an
emergency measure to all bonds of the United States bearing interest
at a rate not exceeding 3% percent per annum, but this privilege termi-
nated July 22, 1935. The call for the redemptlon of the 2 percent
bonds in July a,nd August 1935, therefore, provided for the ultimate
‘elimination of the national bank notes as a medium of circulation.
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(See page 66 of this report for further data on the retirement of -
national bank notes outstanding.)

At the time the calls were issued it was announced that in retiring
the 2 percent bonds the Treasury would make use of part of the
balance of gold in the General Fund resulting from the reduction in
the weight of the gold dollar, and that gold certificates and gold cer-
tificate credits would be issued to the Federal Reserve Banks in an
amount about equal to that of the bonds retired, a like amount of gold
being withdrawn from the General Fund and held as security for the
gold certificates and gold certificate credits issued. Such gold cer-
tificates and gold certificate credits were issued to the Federal Reserve
Banks as rapidly as the national bank currency in circulation was
actually retired up to a total amount of $645 millions, the amount
of the increment on gold available to be set aside for this purpose.

Certificates of indebtedness and Treasury bills.—One of the major
alterations in the composition of the public debt that has taken place
since 1932 has been the complete elimination from the outstanding:
debt of public issues of certificates of indebtedness. The displacement
of these certificates by Treasury bills issued on a discount basis as
the Treasury’s principal instrument for short-term financing occurred
in 1933 and 1934. No public issues of certificates of indebtedness
have been made since January 1934. ‘

Certificates of indebtedness were, in the period prior to the Thirties,
the only instrument available to the Treasury for loans maturing in
less than one year, Treasury bills not having been authorized until
June 17,1929. Between 1917 and 1934, inclusive, the Treasury issued
substantial amounts of certificates in every year. The issues during
those years were largely in anticipation of income taxes, with matu-
rities arranged on quarterly tax-payment dates when the maturing
certificates were.receivable in payment of taxes. However, during

the first World War and early post-war years, and again in 1932, cer-
~ tificates were also used as ordinary short-term loan instruments and
in anticipation of longer-term issues.

While certificates of indebtedness constituted an extremely useful
instrument of short-term Treasury financing, they have been dis-
placed by Treasury bills since 1934 for a number of reasons, among
which are the following: (1) The sale of discount obligations through
competitive bidding enabled the Treasury to take full advantage of
the extremely low rates of interest on short-term securities obtaining
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in the market—a level that made the use of fractional coupon rates
inconvenient. (2) The ready market in the financial centers for
short-term discount obligations permitted bill offerings to be timed
to coincide very accurately with the Treasury’s needs for funds. - Cer-
tificates of indebtedness, on the other hand, when issued to mature at
quarterly tax dates in amounts sufficient to provide for the entire
excess of ordinary expenditures over receipts during a quarter, natu- .
rally provided a larger volume of funds than could be used immedi-

ately. (3) The availability of weekly issues of Treasury bills per-

mitted the Treasury to undertake large scale borrowings at its own

convenience and to postpone such operations for temporary periods

during unfavorable market conditions. Flexibility in its financing

program through this means was maintained by the Treasury through-

out the 1932-40 period. " (4) The relatively small amountof each indi-

vidual bill offering permitted the Treasury to schedule its tax date

maturities so as to provide the greatest assistance to the money mar-

kets. Thus in March 1938 the maturities of approximately $450

millions of Treasury bills coming due in the middle of the month were

spread over four days, $150 millions maturing on March 16, and

$100 millions maturing on each of the three days, March 17, 18, and

19. When certificates were used for short-term financing, however,

they were scheduled to mature on one day—the 15th of the month.

The Treasury, therefore, borrowed temporarily from the Federal

Reserve Banks on one-day certificates of indebtedness which were

renewed in part for several days until all tax collections were finally

cleared. The staggered bill maturities, however, provided a better
method for obtaining the same results at each quarterly tax date.

The Banking Act of 1935, moreover, provided that the Federal.
Reserve Banks could purchase Government securities only in the

open market.

Between June 30, 1932, and June 30, 1935, the volume of Treasury
bills outstanding was increased from $616 m1lhons to $2,053 millions.
At the same time, the entire volume of market issues of certificates of
- indebtedness outstanding on June 30, 1932—$2,726 millions—was
retired. Since 1935 the bill volume outstanding has varied in amount
and on June 30, 1940, it stood at $1,302 millions. Further data with
respect to the amount of bills and public issues of certificates of
indebtedness outstanding semiannually between June 1932 and June
1940 are shown in the following table.

269677—41——6
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Public issues of certificates of indebtedness and Treasury bills outstanding at the end
of June and December 1932 o 1939, and June 1940

[In millions of dollars]

Certificates
Date - of Treasury | motal
indebtedness .

616 3,341

642 2,799

954 3,063
1,003 2,630
1,404 2,921
1,954 1,954
2,053 2,053
2, 404 2, 404
2,354 2,354
2,203 2,203
2,303 2,303
1,952 1,952
1,154 1,154
1, 306 1, 306
1,308 1,308
1,455 1,455
1,302 1,302

Note.—Figures are rounded to nearest million and will not necessarily add to totals.

Until February 1934 and again after the beginning of December
1937 practically all Treasury bill issues were for a term of approxi-
mately 91 days. From February 1934 to February 1935, however,
bills were usually for a term of 182 days and between 1935 and 1937
were, except for issues scheduled to mature at income tax periods, for
‘a term of 273 days. Further details with respect to bill offerings, in-
cluding the amounts of the issues and the average prices of the bids
accepted, appear among the exhibits in the Annual Reports of the

Secretary of the Treasury for each year during the period. _

' United States savings bonds.—United States savings bonds, to be
issued on 2 discount basis with maturities not less than 10 nor more
than 20 years, were authorized by the act of February 4, 1935, amend-
ing the Second Liberty Bond Act, as amended. They were first placed
on sale on March 1, 1935, and have been on continuous sale since,
over-the-counter sales for cash being conducted at about 16,000 post
offices, including all those of the first, second, and third classes and
selected post offices of the fourth class, and mail order transactions
being conducted by the Treasurer of the United States and the Fed-
eral Reserve Banks.

Between 1935 and 1940 four series of savings bonds have been issued,
constituting six calendar year series. The general terms of all the
bonds issued have been identical. The bonds are issued on a discount
basis at a price of $75 for each $100 maturity value; they are fully
registered and nontransferable. The bonds are dated on the first day
of the month in which sold, and mature ten years from such date.
They are redeemable before maturity at the option of the owner (but
not within 60 days from issue date) at fixed redemption values, which
increase at the end of the first year and each six months thereafter
to maturity. If bonds are held to maturity the investment yield is-
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about 2.9 percent per annum, compounded semiannually. If redeemed
before maturity at the owner’s option, the investment yield is less.
The following table shows the issue price, the redemption value at
the end of the first year and at the end of successive half-year periods
following issue, and approximate investment yields for each of the
denominations in which the bonds are issued.

Issue prices of United States savings bonds, redemption values during successive
half-year periods following issue, and the approximate investment yields

" Maturity value.._._._. $25.00 |  $50.00 $100 $500 $1,000 oxi
1S58 price. ..o $18.75 | $37.50 %5 | %375 §750 | APproximate
yield at be- Yield
ginning of during

each half- | remainder
year period | of 10-year
. (rate percent| period if
Period after issue date Redemption values during each period per annum, held to
compounded | maturity
semi-

gnnually)
Percent Percent
First 1% year. $18.75 $37. 50 $75 $375 $750 0.00 2.90
14 to 1 year. 18.75 37.50, 75 375 750 0. 00, 3.05
1 to 135 years._ 19. 00 38.00 76 380 760 1.33 3.07
134 to 2 years. 19.25 38. 50 77 385 770 1,76 3.10
2 to 214 years. 19. 50 39.00 78 . 390 780 ©1.97 3.13
214 to 3 years.... 19.75 39. 50 79 395 790 2.09 3.17
3 to 3Y45 years_... 20.00 40,00 80 400 800 2.16 3.21
315 to 4 years.... 20.25 40. 50 81 405 810 2.21 3.27
4 to 434 years... - 20. 50 41.00 82 410 820 2.24 3.34
414 to 5 years.... - 20.75 41. 50 83 415 830 2.26 3.42
5 to 534 years. 21.00 42.00 84 420 840 2.28 3.52
54 to 6 years. 21.25 42. 50 85 425 850 2.29 3.64
6 to 614 years. 21. 50 43.00 86 430 860 2.29 3.81
64 to 7 years. 21.75 43,50 87 435 870 2.30 4.02
7 to 734 years. 22.00 44.00 88 440 880 2.30 4,31
7V5 to 8 years.._. 22: 50 45.00 90 450 900 2. 45 4.26
80 814 years..__ 23.00 46,00 92 460 920 2.57 4.21
814 to O years._._ - 23.-50 47.00 94 470 940 2. 67| 4.17
9 to 934 years. ... - 24, 00 48.00 96 480 960 2.76 4.12
915 to 10 years.......... 24. 50 49.00 98 490 980 2.84 4.08
Maturity value._.____. 25. 00 50.00 100 500 1,000 2.90(c e

The statute provides that a single ownership of bonds issued in any
one calendar year be limited to $10,000 maturity value. In addition
to the statutory limitations imposed on the purchase of savings bonds,
other limitations on their purchase have been provided by adminis-
trative action. A regulations amendment dated January 18, 1940,
sharply limited further sales to pension funds, retirement funds, -etc.
A regulations amendment dated March 27, 1940, and effective April
1, 1940, restricted registrations of savings bonds sold after that date
to natural persons (individuals) in their own right, who are residents
of the continental United States, the Territories and insular possessions
of the United States, the Canal Zone, and the Philippine Islands, or
citizens of the United States temporarily residing abroad.

The table that follows summarizes the issues and redemptions of
United States savings bonds from March 1, 1935, through June 30,
1940, by years. : '
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Issues and redemptions of United States savings bonds, by years, Mar. 1, 1935,
to June 30, 1940

[In millions of dollars. On basis of daily Treasury statoments (unrevised), see p. 583]

Outstanding
Issued Accrusls | Totalissue [ Redeemed | at end of
Fiscal year (issue certified | Price plus [ (redemp- |year (current
price) _accruals | tion value) | redemption
value)
626§ ______._._. 62.6 0.5 . 62.0
264.0 1.2 265. 2 11.2 316.1
512.6 7.2 519.7 36. 2 799. 6
487.5 17.1 504.7 66.6 1,237.7
684.5 28.0 712.5 82,0 1,868. 1
1,108.7 . 421 1,150.8 114.3 2,904. 7
3,119.8 95.6 3,215.5 310.8

Note.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Sales of savings bonds have been tabulated in some detail of classi-
fication by type of purchaser and by denomination. - Redemptions
have not been so tabulated but these have not been large enough to
invalidate the usefulness of the figures based on sales. The sales data
by purchaser appear in the table that follows., These data are on a
calendar year basis rather than on the fiscal year basis used in other
savings bonds tables. ‘

Issues of United States savings bonds, classified by type of purchaser
[Maturity value]

: Mar, 1- Calendar year January- M’I;gteil
Type of purchaser Dec. 31, June 1935" to
: : 1935 | 1036 | 1087 | 1038 | 1939 | 190" | June 30,
- . 1940
Amount in millions of dollars

Individuals. - .o 205.6 | 379.1 523.0 | 557.9 837.7 636.0 3,139.2

Fiduciaries_.. ... _._._._. 15.1 20.9 321 - 43.1 109.1 134.7 355.0

Banks and trust companies. ... 34.8 34.6 60.8 66.8 | 94.8 100.1 391.9

Other corporations and associations____ 13.2 23.7 32.8 4.0 73.1 66.0 252.9
Unclassified (purchasers in Temtones,

possessions, and abroad) . .. .ee-o--... .3 1.0 2.5 2.8 5.2 2.5 14.3

Total. o ool 269.0 | 450.3 ] 651.2 | 714.6 [1,119.9 939.4 4,153.3

Percent of total

Individuals. 76.5 82.5 80.4 78.1 74.8 75.6

Fiduciaries.. 5.6 4.6 4.9 6.0 9.7 14 3 8.5

Banks and trust companies. . 12.9 7.5 9.3 9.3 8.5 10.7 9.4

Other corporations and associations. ... 4.9 5.2 5.0 6.2 6.5 7.0 6.1
Unclassified (purchasers in Territories,

possessions, and abroad) . ..._._...._. .1 .2 .4 .4 .5 .3 .4

Total ool 100:0 | 100.0 | 100.0 | 100.0 | 100.0 100.0 100.0

1 Regulations amendments dated Jan. 18, 1940, and Mar. 27, 1940, limited future sales to individuals.
Further details with respect to these amendments appear on p. 46 of this report.

Note.—Dollar figures are rounded tpnearest tenth of a million and will not necessarily add to totals.

Details on issues of savings bonds, by denominations, appear in
the table that follows. This table is compiled from the standpoint
of the effective issue date of the bonds on the basis of the Treasury
‘audit of original registration stubs representing sales by the Postal
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Service, the Federal Reserve Banks, and the Treasury Department.
Accordingly, the figures do not agree exactly with those set forth in
the second preceding table which was compiled from the standpoint of
actual cash transactions.

Issues of United States savings bonds, by denominations, fiscal years 1935 to 1940
[Dollars in millions. On basis of Treasury audit]

Fiscal year 1 e $50 $100 $500 . $1,000 | Total
Aggregate matui'ity value
$2.7 $3.8 $17.8 $32.4° $72.1 $128.8
6.4 10.6 42.9 74.5 235.6 370.0
11.7 19.2 66.0 106.3 426.0 620.3
16.2 24.1 76.2 99.9 435.1 651. 5
21.8 29.8 92.3 123.8 660. 6 928.3
28.9 40.0 129.0 170.8 | 1,101.5 1,470.1
87.7 127.6 424.3 607.6 | 2,930.8 4,178.0
Aggregate sale price

$2.0 $2.8 $13.3 $24.3 $54.1 $96.6
4.8 8.0 32.2 55.9 176.7 277.5

. 88 14.4 49.5 79.7 319.5 47L.9
12.1 18.1 57.2 75.0 326.3 488.6
16.3 22,4 69.3 92.8 495.5 696.2
21.7 30.0 96.7 128.1 826.1 1,102.6
65.8 95.7 318.2 455.7 | 2,198.1 3,133.5

Percentage distribution of sales
Percent | Percent | Percent | Percent | Percent | Percent

2.1 2.9 13.8 25.2 56.0 100
1.7 2.9 11.6 20.1 63.7 100
1.9 3.0 10.5 16.9 67.7 100
2.5 3.7 11.7 15.3 66. 8 100
2.3 3.2 9.9 13.4 71.2 100
2.0 2.7 8.8 11.6 74.9 100
2. 1, 3.1 10.2 14.5 70,1 100

Nore.—Dollar figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Additional information on redemptions up to June 30, 1940, of
the various series of savings bonds appears in the table below.

Proportion of savings bonds redeemed by the end of various selected periods, by

denomanation
Redeemed by the end of—
Denomination 1 year 2 years 3 years 4 years 5 years
- (1935-39 (1935-38 (1935-37 (1935-36 (1?35
series) series) series) series) series)

Percent Percent Percent Percent Percent
11 21 2 34 35

9
9 18 26 31 32
8 16 23 28 30
6 13 19 23 25
4 10 14 17 20
All denominations. ... ._._.o...oo_..o__. 8 16 23 27 29

Nore.—In preparing this table the redemptions of each series of savings bonds were taken at the end of
1,2, 3, 4, and 5 years, respectively, from the date of issuance and were expressed as a percentage of the total
amount of that series. The percentages for similar periods were then averaged. The time periods are only
approximate because it was assumed that June 30 was the average date of all savings bonds issued during
each calendar year.
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Adjusted service bonds.—The Adjusted Compensation Payment
Act of January 27, 1936, provided for the immediate payment of the
face amount of adjusted service certificates issued under the World
War Adjusted Compensation Act, less outstanding loans and unpaid
accrued interest thereon to September 30, 1931. All unpaid loan inter-
est which accrued subsequently to September 30, 1931, was canceled

"insofar as the veteran was concerned. Payment was to be made by
the issuance of bonds, in the denomination of $50, registered in the
name of the veteran only, any odd amount to be paid by check. The
bonds are dated June 15, 1936, mature June 15, 1945, and are.redeem-
able at any time at the option of the veteran. Interest accrues at
the rate of 3 percent per annum from June 15, 1936, payable with
the principal sum, except that if the veteran chose to redeem his
bonds before June 15, 1937, no interest was payable.

During the period immediately following the issuance of adjusted
service bonds, their redemption was handled through the post offices.
Beginning January 16, 1937, however, the Federal Reserve Banks
were designated as the places of redemption.

Of the $1,837 millions of adjusted service bonds issued to veterans,
$261 millions remained outstanding on June 30, 1940. Issues and
redemptions by fiscal years and amounts outstanding at the end of
each fiscal year are shown in the table following.

Adjusted service bonds issuéed, redeemed, and ouistanding, fiscal years 1936 to 1940

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 683]

Fiscal year Issued Redeemed Ou:rtlslﬁpggng
1936 (JUDe 15-30) ccm oo o oo oo emmcmeeee—ean 1,668.8 724.2 044. 5
1937 e e m e cmm e m————————— 140.6 696. 5 388.6
12.8 82.6 . 818.7
6.6 42.4 282.9
4 8.4 30.2 261.0
Total . e eimmm———an 1,837.0 1, 576.0

Nor1e.—Figures are rounded to nearest_tenth of a million and will not necessarily add to totals.

In addition to the adjusted service bonds issued to veterans, a
special series of 4} percent bonds in the amount of $500 millions was
issued to the Government life insurance fund in accordance with
section 5 of the Adjusted Service Compensation Payment Act.
Further details with respect to this issue appear in the 1936 and 1937
Annual Reports of the Secretary of the Treasury.

Special issues

For many years the Secretary of the Treasury has made special
issues of Government interest-bearing securities authorized by the
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Second Liberty Bond Act available for the investment of trust and
other funds deposited in the Treasury, or available pursuant to appro-
priations for specific purposes.

The practice of issuing special obligations to Government trust
funds, instead of permitting them to satisfy their investment require-
ments through open market purchases of Government obligations, has
been followed because of certain important advantages that have
become apparent. Among these have been the following: (1) The
bond market is not disturbed periodically by purchases and sales of
large blocks of securities; (2) the trust funds are provided with a ready
avenue of investment and no attention need be given to short-term
Afluctuations in market prices; (3) in the case of retirement and social
security funds, the funds can always earn the interest return specified
by Congress When it fixed the appropriations for the funds; and (4)
savings can be effected because of the smaller number of securltles
to administer, and commissions to brokers on purchases and sales
are eliminated.

Until the end of 1934 the issuance of special obligations was con-
fined largely to Government employees’ retirement funds and the
adjusted service certificate fund. The Social Security Act, enacted
August 14, 1935, however, established new trust funds in the Treasury
-to which large sums were soon appropriated or deposited and to which
large amounts of special obligations have been issued. This is shown
in the following table which summarizes, for the period since 1932, the
amounts of special issues outstanding.

Special issues of public debt securities outstahding June-30, 1932 to 1940

[In millions of dollars. Face amount. On basis of daily Treasury statements (unrevised), see p. 583]

Fund or account 1932|1933 | 1934 | 1935|1936 | 1937 | 1938 | 1939 | 1940

Retirement funds:
Civil service retirement and disability fund._.| 200 | 227 | 239 | 248 | 275 309 389 465 550
Foreign service retirement and disability

fund. o eieel_oo 2 2 2 3] 3 3 3 4 4
Canal Zone retirement and disability fund..| 2 2 2 2 3 3 4 4 4
Alaska Railroad retirement and disability

4511 T« VPR EUIURIRIORN) SRR PRSI RN [ O ™ ™ 1 1

Veterans:
Adjusted service certificatefund._.._____._._ 105 | 92 | 118 | 156 | 127 38 261 20 11
Government life insurancefund. ... .o |- |oooio|aaoo|eaaoi]eans 500 523 537 524

Social security and railroad retirement:

Unemployment trust fund 1,267 | 1,710
Old-age reserve account . 1L,177 |-
Federal old-age and sur .
trust fund 1t ]emiac e e e e e e ee 1,738
Railroad retirement account. .. 67 79
er: :
Postal Savings System_ .. ... S PR 35112511001 30 45 128 97
Federal Deposit Insurance Corporation...._.|-..]-coo.|-ocoe 100 | 100 95 85 101 56
Total . e -1 309 | 323 | 396 | 633 626 1,558 | 2, 676 3,770 | 4,775

*Less than $500,000.
1 On Jan. 1, 1940, the Federal old-age and survivors insurance trust fund took over the assets of the old-age
reserve account.

NoTte.—Figures are rounded to nearest million and will not necessarily add to totals.
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In connection with the issue of bonds dated December 8, 1939, the
Secretary of the Treasury made an additional provision for some of
the investment needs of Government agencies and trust funds. He
announced that in addition to the $500 millions of 2 percent bonds
of 1948-50 being offered to the public he would sell $50 millions of
this series to these agencies and trust funds. A similar allotment in
the amount of $100 millions was made in connection with the sale of
23 percent bonds of 1951-53, dated December 22, 1939, '

Matured debt and debt bearing no interest

In addition to its interest-bearing obligations, the United States
carries in its outstanding public debt certain noninterest-bearing
obligations. These include the matured debt on which interest has
ceased and debt bearing nointerest—mainly theliability on account of
United States notes, and that for national bank notes and Federal
Reserve Bank notes assumed by the United States on deposit of lawful
money for their retirement. The law provides that, upon deposit of
lawful money with the Treasury to meet the redemption of these notes
when presented, the outstandmg notes shall be treated as pubhc debt
obligations.

The transfer to the United States of the hablhty for the major
portion of the national bank notes outstanding occurred in 1935 fol-
lowing the call for redemption of the consols and Panamas bearing
the circulation privilege and the expiration of the circulation privilege
on certain Treasury bonds, as described. on page 57 of this report.
The amount of this liability at the end of each fiscal year since 1932
and the total amount of national bank notes outstandmg on those
dates are shown in the table below.

National bank notes outstanding at the end of the fiscal years 1932 to 1940

[In millions of dollars]

A ' t StUE;teld A S;Uniteld

moun ates lia- mount ates lia-

End of year outstanding| bility for re- End of year outstanding| bility for re-

demption . demption

741 67 7| 272
976 117 221 221
962 223 189 189
773 545

167 167

Interest charge on the public debt

Chart 6 on page 67 and the table that follows show the computed
annual interest charge and interest rate on 'public debt obligations
by classes of securities, quarterly from June 30, 1932, to June 30,
1940. Summary data, by fiscal years from 1916 to 1940, appear in -
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COMPOSITION OF THE COMPUTED INTEREST CHARGE ON AN ANNUAL BASIS,
MONTHLY, FROM JUNE 1932 TO JUNE 1940
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table 46 on page 774. Data on the net expenditurés for interest.
during the various fiscal years appear in table 6 on page 642.

Computed annual interest charge and interest rate for bonds, notes, certificates of indebt-
edness, and bills, and special issues, quarterly, from June 1932 to June 1940

[Dollars in millions. On basis of daily Treasury statemeﬂts (unrevised), see p. 583]

Public issues
. Special issues Total
Month Bonds Notes Certificates and
bills
Charge| Rate |[Charge| Rate |Charge| Rate |Charge| Rate |Charge| Rate
“Percent Percent Percent Percent Percert
1932: $542 | 3.8053 $39 | 3.1190 $78 | 2.3248 $12 | 4.0000 $672 | 3.5052 -
542 1 3.8047 86 | 3.0527 60 | 2.0922 15 | 4. 0000 703 | 3.4630
541 | 3.8066 01 | 2.9700 50 | 1.7814 14 | 4. 0000 697 | 3.4069
1933: 542 | 3.8058 99 | 2.9414 66 | 2.1394 13 | 4. 0000 719 | 3.4266
541 | 3.8062 133 | 2.9239 55 | 1.7928 13 | 4.0000 | 742 | 3.3497
569 | 3.7740 139 | 2.8302 28 | 1.2218 15 | 4.0000 751 | 3.3132
590 | 3.7895 138 | 2.8296 30 | 1.1433 15 | 4.0000 773 | 3.2964
1934: 500 | 3.7888 188 | 2.8045 39 | 1.2661 15 | 4.0000 831 | 3.2345
609 | 3.6881 185 | 2.7757 34 | 1.1503 15 | 3.8233 842 | 3.1810
581 | 8.6514 206 | 2.6724 25 | .9819 18 | 3.8470 830 | 3.1180
573 | 3.6294 231 | 2.5109 4 .1878 19 | 3.4800 827 | 2.9601
1935: 553 | 3.4041 226 | 2.4619 3| .1656 19 | 3.4759 801 | 2.8574
494 | 3.3087 233 | 2.3245 31 .1304 21 | 3.2894 751 | . 2.7156
470 | 3.2867 254 | 2.2145 2| .1274 25 | 3.5202 751 | 2.6432 .
473 | 3.2219 255 | 2.1596 3| .1355 26 | 3.4509 756 | 2.5537
1936: 509 | 3.1840 249 | 2.0895 2| .1228 25 | 3.4412 786 | 2.5683
584 | 3.1357 237 | 2.0798 3| .1455 21 | 3.3159 845 | 2.5617
600 | 3.1180 228 | 2.1053 3 . 1487 21 | 3.2803 853 2. 5780
633 | 3.0785 209 | 2.0305 3| .1462 20 | 3,2158 866 | 2.5696
1937: 652 | 3.0634 194 | 1.9804 6| .2519 25 |8.1612 | 876 | 2.5731
653 | 3.0629 207 | '1.9450 10 | .4241 55 | 3,5279 | 924 | 2.5822
655 | 3.0623 192 | 1.8175 12 | .5032 65 | 3.4295 924 | 2 5495
670 | 3.0480 189 | 1.7960 91 .4638 74 | 3.3218 942 | 2 5678
1938: 686 | 3.0359 175 | 1.7403 5| .26066 82 | 3.2528 948 | 2.5631
714 | 3.0242 146 | 1.5976 1| .1005 86 | 3.2180 047 | 2.5804
738 | 3.0053 144 | 1.5932 1] .0640 94 | 3.2135 977 | 2.5820
771 | 2.9718 135 | 1.5835 (&) . 0199 100 {-3.1726 | 1,006 | 2.5858
1939: 811 | 2.9584 108 | 1.4860 *) . 0027 108 | 3.1235 | 1,027 | 2.6032
815 | 2.9581 105 | 1.4477 ™) . 0101 117 | 3,0913 | 1,037 | 2.5998
820 | 2.9577 105 | 1.4478 1 0576 126 | 3.0981 [ 1,052 | 2.6073
861 | 2.9127 84 | 1.3592 *) . 0224 131 [ 3.0979 | 1,077 | 2.5977
1940: 876 | 2.9119 78 | 1.2679 ™) .0016 137 1 3.0623 i 1.090 | 2.5974
869 | 2.9063 80 | 1.2555 *) . 0378 145 | 3.0265 | 1,005 | 2 5831
*Less than $500,000.

Nore.—Figures are rounded to nearest million and will not necessarily add to totals.

Debt retirements

The cumulative sinking fund, provided for by section (6) of the
Victory Liberty Loan Act, as amended, was affected by the passage
of three acts in 1932 and thereafter. Section 308 of the Emergency
Relief and Construction Act of 1932, approved July 21, 1932, as
amended, provided for annual additions to the sinking fund appro-
priations in amounts equal to 2} percent of the aggregate expenditures
under title ITI (public works) of that act.  Section 210 (b) of the
National Industrial Recovery Act, approved June 16, 1933, as
amended, provided annual additions to the sinking fund appropria-
tion in amounts equal to 2}% percent of the aggregate expenditures
under title II (public works and construction projects) of that act.
Section 20 (b) of the Gold Reserve Act of 1934, approved January
30, 1934, provided that the appropriations to the sinking fund,
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which had previously been restricted to the retirement of issues
outstanding on July 1, 1920, and to issues subsequently made for
refunding purposes, be extended to cover the retirements of any
bonds and notes issued under the Second Liberty Bond Act, as
amended. ,

Between 1932 and 1940, the operations of the cumulative sinking
fund were confined largely to the payment of maturing bonds and
notes presented to the Treasury for cash redemption. Inasmuch as
most bonds and notes maturing during the period were refunded into
new securities, the sinking fund appropriations were allowed to accu-
mulate, since to have exhausted the full credit available by redeeming
maturing securities for cash would have required a corresponding
increase in the cash offerings of securities without changing the net
amount of the public debt outstanding. Tables covering transactions -
on account of the fund for each fiscal year, together with accumulation
figures since 1920, will be found in the tables in this and previous
Annual Reports of the Secretary of the Treasury.

In addition to the requirements for the sinking fund, the statutes
require that certain other funds received by the Treasury be applied
to debt retirement. The amounts of such funds so applied during each
fiscal year since 1915 and the amount of the public debt retirements
chargeable against the sinking fund are shown in the table on page 768.
* Title IIT of the Revenue Act of 1940, approved June 25, 1940,
established a special fund for the retirement of the national defense
series of Treasury obligations issued pursuant to the authority of that
act amending the Second Liberty Bond Act, as amended. The
statutory provisions with respect to this fund appear in exhibit 19
on page 442,

Statutory debt limitation

The Second Liberty Bond Act of September 24, 1917, as amended,
under which public debt operations are now conducted, authorizes:
(1) In section 1, the issuance of bonds of the United States, bearing
interest, and in section 22, the issuance of United States savings bonds
on a discount basis, both adapted for long-term financing; (2) in
section 5, the issuance of interest-bearing certificates of indebtedness
and Treasury bills sold on a disecount basis for maturities not exceeding
one year; and (3) in section 18, the issuance of interest-bearing notes of
the United States for maturities from one to five years. The total
amount of these classes authorized to be issued and outstanding at any
one time is limited by section 21 of the act (as added February 4, 1935,
and amended May 26, 1938, July 20, 1939, and June 25, 1940), which
provides as follows:

“(a) The face amount of bonds, certificates of indebtedness, Treasury bills,
and notes issued under the authority of this act, and certificates of indebtedness
issued under the authority of section 6 of the First Liberty Bond Act, shall not
exceed in the aggregate $45,000,000,000 outstanding at any one time,
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“(b) In addition to the amount authorized by the preceding paragraph of this
section, any obligations authorized by sections 5 and 18 of this act, as amended,
not to exceed in the aggregate $4,000,000,000 outstanding at any one time, less
any retirements made from the special fund made available undeér section 301 of
the Revenue Act of 1940, may be issued under said sections to provide the Treasury
with funds to meet any expenditures made, after June 30, 1940, for the national
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defense, or to reimburse the General Fund of the Treasury therefor.

obligations so issued shall be designated ‘National Defense Series’.”

Any such

An historical summary of the debt limitation now fixed by section 21
of the Second Liberty Bond Act, as amended, follows.

Summary of the history of the debt limitation under section 21 of the Second Liberty

Bond Act, as amended

Act

Provision

Amount

Sept. 24,1917
Do

Apr.
D

July 9,1918
Mar. 83,1919

Do
Nov, 23,1921
June 17,1929

Mar. 3,1931
Jan, 30,1934

Feb. 4,1935

May 26,1938
July 20,1939

June 25,1940

Sec. 1 (40 Stat. 288) authorized bonds in the amount of.. ... __._______.

Sec. b (40 Stat. 290) authorized certificates of indebtedness outstanding at
any one time (revolving authority). .. oo o iioo.

(40 Stat. 302) amending see. 1, increased authorized amount of bonds to__ -

(40 Stat. 504) amending see. 5, increased authorized amount of certificates
outstanding t0. .. . —m—man

(40 Stat. 844) amending sec. 1, increased authorized amount of bonds to.._.

(40 Stat. 1311) amending sec. 5, increased authorized amount of certificates
outstanding

(40 Stat. 1309) sec 18 added, authorized issue of notestin the amount of. ...

(42 Stat. 821) amending sec. 18, created revolving authority for issue of notes.|
and limited amount outstanding at any one time to.. ... . _________._.

(46 Stat. 19) amending sec. 5, authorized issue of Treasury bills as well as
certificates, limiting amount of both outstanding at any one time to.....

(46 Stat. 1506) amending sec. 1, increased authorized amount of bonds to. _ -

(48 Stat. 343) amending sec. 18, increased authorized 4mount of notes out-
standing $0_ - - - e mmmmmmmemmmman

(49 Stat. 20) amending sec. 1, created a revolving authority for the issue of
bonds, limiting the amount outstanding at any one time fo.............

(49 Stat. 21) sec. 21 added, consolidating the limitation on issue of certifi-
cates and hills (sec. 5) and limitation on issue of notes (sec. 18). Aggre-
gate amount outstanding of securities under both sections_._.._._._.____ ]

(49 Stat. 21) sec. 22added, authorizing issue of United States savmgs bonds,
amount issued to be included in the limitation in sec. 1.

(52 Stat. 447) amending secs. 1 and 21, consolidated in sec. 21 all limitations
on issue of bonds, certificates, Treasury bills, and notes (outstanding
bonds limited to $30,000,000,000). Same aggregate total outstanding.....

(53 Stat. 1071) amendmg sec. 21, removed limitation on bonds without
change in total authorized outstandmg of bonds, certificates, Treasury
bills, and motes - . i iicccccacaeacaos

(Public No. 656, 76th Cong.) amending sec.- 21, authorized additional is-
sues of certificates, Treasury bills, and notes ‘“‘not to exceed in the aggre-
gate $4,000,000,000 outstanding at any one time, less any retirements
made from the special fund” arising from specified defense taxes, any
such issue to be designated ‘‘National Defense Series’”__.___..______.._.

187, 638, 945, 460

% 4, 000, 000, 000
112, 000, 000, 000

2 8,000, 000, 000
120, 000, 000, 000

2 10, 000, 000, 600
17,000, 000, 000

27, 500, 000, 000

210, 000, 000, 000
1 28, 000, 000, 000

210, 000, 000, 000
2 25, 000, 000, 000

# 20, 000, 000, 000

2 45, 000; 000, 000

£ 45, 000, 000, 000

3 4,000, 000, 000

! Limitation on issue. .
1 Limitation on amount outstanding.
3 Limitation on issue less retirements.
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The two tables that follow show the debt position of the United
States Government on June 30, 1940, under limitations imposed by
section 21 of the Second Liberty Bond Act, as amended.

Statement of the debt position of the Government under limitations imposed by section
21 of ihe Second Liberty Bond Act, as amended, as of June 30, 1940

General limitation under sec. 21 (a):
Total face amount which may be outstanding at any one tlme ........................ $45, 000, 000, 000
Face amount outstanding as of June 30, 1840:
Interest-bearing securities:

Bonds:
Treasury .. ... _... $26, 554, 797, 450
United States savings (ma-
turity value).._________. 13, 754, 222, 850
Adjusted service.......... 761,187,775
Totalbonds_ ... .. .. $31, 070, 208, 075
Treasury notes ... ..._..ocoooc.. 8, 936, 036, 100
Certificates of indebtedness . 1,721,300, 000
Treasury bills (maturity valuey._..________.__._ 1,302, 194, 000
Total interest-bearing securities ... .. ... $43,029, 738,175
Matured obligations on which interest has ceased. . oo ooommanoo .. 189, 385, 200
Total face amount of securities outstanding. ... ... 43,219, 123,375
Total amount of authorization unused as of June 30,1940 ... 1, 780, 876, 625
National defense limitation under see. 21 (b):2
Total face amount which may be outstanding at any one time_____________________.__ 4, 000, 000, 000
Less: Retirements under sec. 301, Revenue Act of 1940 ... _.________... None
Net face amount which may be outstanding at any one time..._..__.___.__.____. 4, 000, 000,000 . °
Total face amount of securities outstanding as of June 30, 1940. ... ____ None
Total amount of authorization unused as of June 30, 1940 ... . ._.....__ 4, 000, 000, 000

! Approximate maturity value; current redemption value, $2,904,699,343.
#These securities may consist of notes, certificates of indebtedness, and Treasury bilis.

Reconciliation of the debt position under section 21 of the Second Liberty Bond Act,
as amended, with the gross public debt of the Government as shown in the daily
Treasury statement as of June 30, 1940

Total face amount of securities outstanding limited by
sec. 21 of the Second Liberty Bond Act, as amended:

Under limitation imposed by sec. 21 (a) ............... $43, 219, 123, 375

Less: Unearned discounton savings bonds (differ-

ence between current redemption value and
maturity value) ... .o eooae- 849, 523, 507
—————— $42, 369, 599 868

Under limitation imposed by sec. 21 (b)Y ccem oo oo coceiccmees

7 gy g $42, 369, 599, 868
A dd: Securities outstanding not subject to limitation under sec. 21:
Interest-bearing 196, 281, 260
Matured obligations on which interest has ceased.. 15 205, 990
Debt bearing no interest 386 443 919 597,931, 169

Gross public debt outstanding. ... ... ... i - 42,967, 531, 037
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SECURITIES GUARANTEED BY THE UNITED STATES
Fiscal year 1940

Certain governmental corporations and agencies are authorized to
issue bonds and other obligations which are guaranteed as to the
payment of principal and interest by the United States. These
bonds and obligations are ‘classified as contingent liabilities of the
United States. They are primarily the obligations of the issuing
agencies, and the asséts of such agencies are to be used for their
payment. » '

The Treasury has made available to the governmental corporations
and credit agencies, authorized to issue obligations guaranteed as to
principal and interest by the United States, all of its facilities for the
issuance, redemption, etc., of public debt obligations of the United
States, so that those corporations and agencies desiring to do so-can
arrange to have their obligations serviced through Treasury facilities.
As a result of this policy the Secretary of the Treasury during the
fiscal year 1940 made available the facilities of the Department
to handle the issuance to the public of obligations of the Commodity
Credit Corporation and Reconstruction Finance Corporation, ‘and
the redemption of obligations of the Home Owners’ Loan Corporation,
the Commodity Credit Corporation, and the Federal Farm Mortgage
Corporation. Major financing operations conducted during the
year are shown below,

Major financing operations conducted by the Treasury during the ﬁscal year 1940
for agencies issuing securities guaranteed by the United Stales

Date Issue Amount

New offerings

Aug. 1,1939 | 56% Commodity Credit Corporation notes of series D, due Aug. 1, 1941:
For cash (8t DAr) - .o oo cmeceaees $202, 653, 000
Nov. 2,1939 | 1% Commodity Credit Corporation notes of series E, due Nov. 15, 1941:
In exchange (at par) for %% Commodity Credit Corporation notes of

series C, maturing Nov. 2, 1939_ __ . icaa_ oo 204, 241, 000
Nov. 10,1939 | 1% Reconstruction Finance Corporation notes of series S, due July 1, 1942: : R
For cash (8t Par) . - oo 275, 868, 000
682, 662, 000
Maturities ————————

Aug. 1,1939 | 224% Home Owners’ Loan Corporation bonds of series B, maturing Aug. 1,
1949, called for redemption Aug. 1, 1939, which did not accept exchange
. offering dated June 1, 1939 . il remieiaeaan | 217,494, 150
Sept. 3,1939 | 114%, Federal Farm Mortgage Corporation bonds, maturing Sept. 8, 1939._.| 100, 122, 000
Nov. 1,1939 | 1%4% Federal Farm Mortgage Corporation bonds, maturing Nov. 1, 1939._ _ 9, 900, 000
Nov. 2,1939 | 349, Commodity Credit Corporation notes of series C, maturing Nov. 2,
1939. Of the amount maturing, $204,241,000 were exchanged for series E,

- issued Nov. 2, 1939 — e iciccceeiccaemean 208, 174, 000
May 15,1940 %‘764Home Owners’ Loan Corporation bonds of series K, maturing May 15,
1

0 e e oot e e 127, 867, 400
’ v 661, 557, 550
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Copies of offering circulars, announcements of subscriptions and
allotments, etc., relating to the foregoing operations will be found as -
exhibits 21 to 29 on pages 443 to 455.

The information above does not include small amounts of 2% percent
mutual mortgage insurance fund debentures, series B, called on March
24, 1939, and October 6, 1939, for redemption on July 1, 1939, and
January 1, 1940, respectively. The instructions issued by the Secre-
tary of the Treasury for the redemption of the second-called deben-
tures and also of the third-called debentures are included in the
exhibits on pages 448 and 451.

The net changes during the year of the various classes of securities
guaranteed by the United States are shown in the table that follows. A
detailed statement of these obligations and of certain other contingent
liabilities of the United States as of June 30, 1940, will be found on
page 775.

Comparison of the obligations guaranteed by the United States outstanding J- une 30,
1939 and 1940, by agencies ! :

[In millions of dollars]

Corporation or agency TJune 30, 1939 | June 30, 1940 dlegggggge(o_r)
Unmatured obligations:

Commodity Oredit Corporation. . ... _.___.__..._._.... 206. 2 406.8 200. 6
Federal Farm Mortgage Corporation. ________._.___._.... 1,379.4 1,269.4 -110.0

Pedera]l Housing Administration: )
Mutual mortgage insurance fund.._.____.._l_____..__ 2.6 55| 2.8
Housing insurance fund.._______ . |oooiaoa_. 2.0 2.0
Home Owners’ Loan Corporation. 2,927.9 2,603.4 —324.6
Reconstruction Finance Corporati 819.7 1,096. 4 276.7
United States Housing Authority._ 114.2 1142 |cooeeeee
Total unmatured obligations__.._ - 5,450.0 5,497.6 47.5
Matured obligations, all agencies....... R . 31.3 30.4
Matured interest, all agencies. ... oo 19.6 3.3 —16.3
Total, based on guarantees. ... ..-cecocooocoooooo_. 25,470.4 95,532.1 61.7

1 Does not include obligations held by the Treasury and reflected in the public debt.
2 Does not include $8.3 millions of obligations issued on the credit of the United States by the Tennessee
Valley Authority.

Note.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.
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The table that follows compares, by agencies, the amounts author-
ized to be outstanding as of June 30, 1940, with the amount actually
outstanding on that date.

Borrowing power and outstanding issues of governmental corporations and credit
agencies whose obligations are guaranieed by the United States,! June 30, 1940

[In millions of dollars)

Qutstanding obligations

Corporation or agency ing .
. power | Held by | Held by Total
Treasury | others

Agencies issuing obligations for cash or in exchange for mort-
gages:
Commodity Credit Corporation..... .. . ..o ... X 25.0 406.8 431.8
Federal Farm Mortgage Corporation_._
Home Owners’ Loan Corporation______

Reconstruction Finance Corporation .__ 7.0 | 1,096.4 lz 103. 4

Tennessee Valley Authority__.____.____ 52.3 8.3 60.

United States Housing Authority. . . ... _._....__...__ 20.0 114.2 134.2
ST 11701 7.1 [ SN -508. 104.3 ] 5,529.7 5,634.0

Agencies issuing obhgatlons only in payment of defaulted and
foreclosed insured mortgages:

Federal Housing Administration. _______ ... _.._.___. 3,000.0 | _____.... 7.5 7.5
United States Maritime Commission...._.___.__.___.._._._ 200.0 |- feccce e

Subtotal.__. s 3,200.0 |oeomoonen. 7.5 7.5
T Grand $0tA) oo eemee 15,708. 3 104.3 | 45,537.2 5,641.5

1 Includes Home Owners’ Loan Corporation obligations guaranteed as to interest only the issue of which
is included under the Corporation’s debt authorization. Includes bonds issued on the credit of the United
States by the Tennessee Valley Authority and held by the Reconstruction Finance Corporation.

3 This is an authorization for the total amount to be issued. The act of May 28, 1935, provided that the
$4,750,000,000 may be increased for the purpose of retiring outstandmg bonds. This would not affect the
nett:; amount outstanding after June 13 1936, since the Corporation’s authority to make loans expired on that

3 Includmg, to the extent availed of, certain indefinite authorizations for which there is no statutory limita- -

ion
1 Excludes matured interest, all agencies, in amount of $3.3 millions.
Fiscal years 1932 to 1940

Since 1932, certain governmental corporations and agencies have
been authorized to issue bonds, notes, and debentures which are
guaranteed by the United States. These securities are classified as
contingent liabilities of the United States since they are primarily
the obligations of the issuing agencies and the assets of such agencies
are to be used for their payment. These obligations have been of
three types: (1) Those guaranteed as to payment of both principal
and interest, (2) those guaranteed as to the payment of interest only,
and (3) those issued on the credit of the United States.

Data as of June 30, 1940, on the aggregate amount of these obliga-
tions authorized to be outstanding (exclusive of certain indefinite -
authorizations for which there is no statutory limitation) appear in
the table above. The tables below show the amounts of these
obligations outstanding at the end of each fiscal year from 1934 to
1940, excluding issues sold directly to the United States Treasury
since the funds for their purchase were obtained by the Treasury by
issues of public debt securities. (Excluding such issues, no guaranteed
obligations were outstanding at the end of the fiscal years 1932 and
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1933.) The chart on page 76 shows the composition of the debt

guaranteed as to payment of both principal and interest, monthly,

December 1933 to June 1940, by agency.

Obligations guaranieed by the Uniied States as to both principal and interest,! oui-
standing June 30, 1934 to 1940

[In millions of dollars]

Issuing agency and type of security 1934 1935 1936 1937 1938 1939 1940

Unmatured obligations (principal
amount):

Reconstruction Finance Corpota- -
tion, notes. .. .....oo_._.._ 234.8 249.8 251.6 255.2 298.9 819.7 | 1,006. 4

134.3 | 2,647.3 | 3,044.2 | 2,987.1 | 2,937.2 | 2,927.9 | 2,603.4
311.6 | 1,225.6 | 1,422.2 | 1,422.2 | 1,409.8 | 1,379.4 | 1,269.4

tion, bonds
Federal Housing Ad:
Mutual mortgage insurance ’

fund, debentures...._.__.._.__ D .6 2.6 5.5
Housmg insurance 20

............... 206. 2 206. 2 406.8

2 Te] 71 PP IPRIPPPUNIGIN (RSPRPoRY NUPRISPIPI PRSP HURIIRN PRI 114.2 114.2
Total unmatured obligations_-.... 680.8 | 4,122.7 | 4,718.0 | 4,664.6 | 4,852.6 | 5,450.0 | 5,497.6
Matured obligations (principal amount).|..__.__. . . (O] .2 8 31.3
Interest on matured and unmatured
obligations 3 3.5 28.0 3.6 30.0 25.6 19.6 3.3

Total ... 684.3 | 4,150.7 | 4,749.6 | 4,694.6 | 4,878.4 | 5,470.4 | 5,532.1

1 Exclusive of obligations sold dlrectly to the Treasury because funds for the purchase of these obligations

were obtained by the Treasury by the issue of public debt securities.

2 Data not available.

3 From 1934 to 1939 amounts represent matured interest plus interest accrued but not due, after deducting
amounts of funds deposited with the Treasury to meet interest payments; for 1940 amount represents
matured interest only, for the payment of which funds have been deposited with the Treasury.

Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

Obligations guaranteed by the United States as to interest only, outstanding June 30,
1984 to 1936

[In milions of dollars}

Issuing agency and type of security ) 1934 1935 1936

Unmatured obligations (principal amount):

Feéderal land banks, bon 33L.1 | feeaooo-
Home Owners’ Loan Corporation, bonds 611.7 79.1 |ooa.
Total unmatured obligations ... e aemm e emeeecme—mmacme—aaan o] 942.8 79.1 |-l
Matured obligations (principal amount):
Home Owners’ Loan Corporation, bonds. - .. ..o ooooenoomoooooomoeaioefeeeens 3.4
Interest on matured and unmatured obligations 1. .. . ccociiaaaao. 6.6 @

1 Matured interest plus interest acerued but not due after deducting amounts of funds deposited with
the Treasury to meet interest payments.
2 Less than $50,000.

Securities issued on the credit of the United States, outstanding June 30, 1939 to 1940

{In millions of dollars]

Issuing agency and type of security 1939 1940

Unmatured obligations: .
Tennessee Valley Authority, bonds. . iiaaeaas 8.3 8.3

269677—41——7
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The legislative provisions dealing with the issuance of obligations
guaranteed in whole or in part by the United States appear, in gen-
eral, as parts of the acts establishing the various corporations and
agencies. As a result thereof, the provisions covering the obligations
of the different agencies vary considerably from each other. There
are important differences between agencies, for example, in (1) the
limitations on the amounts and types of guaranteed obligations
INTEREST-BEARING DEBT GUARANTEED AS TO BOTH PRINCIPAL AND INTEREST,

OUTSTANDING MONTHLY FROM DECEMBER 1933 TO JUNE 1940, CLASSIFIED BY
ISSUING AGENCY .

1934 1935 1936 1937 1938 1939 1940
DOLLARS DOLLARS
Billions . Billions
7 7
6 6
S 3

H.0L.C

1934 19386 936 1937 1938 1939 1940
CALENDAR YEARS

CHART 7.

authorized to be issued; and (2) the requirements set forth with
respect to the manner of issuance, terms, and conditions of the obliga-
tions authorized to be issued. o

The limitations on the amount of obligations authorized for each
agency or corporation are stated in a number of ways in the statutes.
Thus, in the case of the Federal Farm Mortgage Corporation this
limitation is set at an aggregate amount authorized to be outstanding
at any one time. In the case of the Home Owners’ Loan Corporation,
however, the limitation is set at an aggregate amount of obligations
authorized to be issued. In the case of the Reconstruction Finance
Corporation, the limitation was originally expressed as a multiple of
the Corporation’s capital stock, but since 1933 this provision has
been amended from time to time for specific purposes. :
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The statutes relating to guaranteed obligations all provide that the
terms and conditions of such obligations must be approved by the
Secretary of the Treasury. This coordination of operations has
prevented the issuance of guaranteed obligations from conflicting with
the issuance of Treasury obligations. Further details with respect to
types of obligations authorized to be issued and data with respect
to the statutory requirements covering their terms and conditions
and exemptions from taxation appear in the paragraphs that follow,

Reconstruction Finance 00rpomtwn

The first guaranteed obligations authorized by Congress were
those authorized to be issued by the Reconstruction Finance Cor-
poration. Section 9 of the Reconstruction Finance Corporation Act,
approved January 22, 1932, as amended, provides in part as follows:

“The corporation is authorized and empowered, with the approval of the
Secretary of the Treasury, to issue, and to have outstanding . . . its notes, deben-
tures, bonds, or other such obligations; such obligations to mature not more than
five years from their respective dates of issue, to be redeemable at the option of
the corporation before maturity in such manner as may be stipulated in such
obligations, and to bear such rate or rates of interest as may be determined by
the corporation: Provided, That the corporation, with the approval of the Secre-
tary of the Treasury, may sell on a discount basis short-term obligations payable
at maturity without interest . . . Such obligations may mature subsequent
to the period of succession of the corporatlon as provided by Section 4 hereof .

The said obligations shall be fully and unconditionally guaranteed both as to
interest and principal by the United States and such guaranty shall be expressed
on the face thereof. In the event that the corporation shall be unable to pay
upon demand, when due, the principal of or interest on notes, debentures, bonds,
or other such obligations issued by it, the Secretary of the Treasury shall pay
the amount thereof, which is hereby authorized to be appropriated, out of any
moneys in the Treasury not otherwise appropriated, and thereupon to the extent
of the amounts so paid the Secretary of the Treasury shall succeed to all the
rights of the holders of such notes, debentures, bonds, or other obligations . . .”

Section 10 provides as follows:

“Any and all notes, debentures, bonds, or other such obligations issued by the -
corporation shall be exempt both as to principal and interest from all taxation
(except surtaxes, estate, inheritance, and gift taxes) now or hereafter imposed
by the United States, by any Territory, dependency, or possesswn thereof, or by
any State, county, municipality, or local taxing authority.”

The first series of obligations issued by the Reconstruction Finance
Corporation under the authority of the foregoing statute—a series
which was sold to the Secretary of the Treasury—was dated April
27, 1932. The first series offered to the public, however, was dated
October 31, 1933. The amounts of these series and of all other
series issued by the Corporation, the redemptions to June 30, 1940,
-and the balance outstanding on June 30, 1940, are shown in the
table that follows. The second following table gives the detail of -
the issues and redemptions. Further data covering the individual
issues outstanding on June 30, 1940, appear in table 47, page 775.
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Reconstruction Finance Corporation notes—Issues and retirements, fiscal years
1932 to 1940, and amounts outstanding June 30, 1940

[In millions of dollars)

Seres s N v

N eries an . mount | retired :

Date of issue coupon rate | Maturity date | “iecreq” {0 Tune thSnng%%g
30,1940 | 3O

Apr. 27,1032 ____._._______.____.__._. First, 3%%..-. - Oct. 27, 1932__. 250 250 {-oeomeeee

Various, June 30, 1932, to Aug. 3,1932_.| Second, 314%._.| Oct. 27, 1932.__ 250 250

Various, Aug. 11, 1932, to Oct. 22, 1932__| Third, 314%..... Oct. 27, 1932_.. 176 175

Various, Oct. 27, 1932, to Feb. 23, 1933__

Various, Feb. 23, 1933, to Apr. 29,1933._.| B

Various, May 1, 1933, to Oct. 30, 1933..
Various, Oct. 31, 1933, to Jan. 17, 1934._

Varxous, Nov. 1, 1933, to Dec 19,1933
Nov. 1, 1933

Various, Dec. 20, 1933, to Oct. 26, 1934__
Various, Dee. 20, 1933, to Oct. 31, 1934...
Dec. 15, 1933
Jan. 10, 1934_
Jan. 10, 1934.

1
»

%%
“Feb. 1 1934,”

314

0--

discount.

C-2, 8%%.-
-1, 14%-

July 1,1934. .. H, 29

Various, Nov. 26, 1934, to Apr. 30, 1935._
Various, Nov. 28, 1934, to July 1, 1935_.
Nov. 1, 1934

Various, Nov. 26, 1934, to Mar. 16, 1936_
Various, Mar. 29, 1935, to June 3, 1936_.
Dec. 16, 1935
July 1, 1936._
July 1, 1936
Various, Nov. 10, 1936, to July 7, 1937._

Various, Aug. 29, 1936, to Apr. 11, 1938_| L4, 21{%

Jan. 1, 1938
Various, Jan. 3, 1938, to July 5, 1938___
July 20, 1938...
July 1,1938____
Various, July 5, 1938, to Nov. 2, 1938
Nov. 1, 1938

Nov. 10 1939.

Total..

Apr, 30, 1933. .
Apr. 30, 1933__
Nov. 1, 1933___
Feb.1,1934. ..

Nov. 1,1934___
Nov. 1,1934___
Nov. 1, 1934___

June 10, 1936. .
July 1,1937__.
Demand

Dem:

July 20, 1941__
Demand.
Demand.
Nov. 1, 1941
Jan. 1, 1942,
Jan. 15, 1942
July 1, 1942

22,032

1 Includes issues sold to the Treasury.
Note.—Figures are rounded to nearest million and will not necessarily add to totals.

" Reconstruction Finance Corporation notes—Details. of issues and retirements, fiscal
years 1932 to 1940

[In millions of dollars)

Issues Retirements
Series and coupon rate Tothe Treasury| To the public B
Total Total | BY |Byre cangel-
For |Forre-| For }Forre- cash |funding ation 1
cash |funding| cash {funding :

First, 824% ccrmccvecaccacan
Second 3169,

1 In accordance with the act of February 24, 1938, see page 114,
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Reconstruction Finance Corporalion notes—Delails of issues and relirements, fiscal
. years 1932 to 1940—Continued

[In millions of dollars]

Issues . ' Retirements

Series and coupon rate To the Treasury| To the public ‘ B.y
) By | Byre-

Total Total ;> | cancel-

For |Forre-| For |Forre- cash |funding| Jb;ony

cash [funding| cash [funding|

22,032 | 5,848 | 14,328 | 1,246 610 | 20,929 | 3,265 | 14,938 2,726

1 In accordance with the act of February 24, 1938, seo page 114.
NoTtEe.—Figures are rounded to nearest million and will not necessarily add to totals.

The tables above include all of the issues made by the Reconstruc-
tion Finance Corporation. In the table on page 75, however, the
amount of Reconstruction Finance Corporation securities which were
issued to the Secretary of the Treasury has not been included, because
the funds for their purchase were obtained by the Treasury by issues
of public debt securities. '

The Reconstruction Finance Corporation issues offered to the
public for cash and exchange in 1938 and 1939 were general offerings
for which public subscriptions were invited. The Reconstruction
Finance Corporation issues offered to the public from 1933 to 1935
were special purpose obligations, however, and public subscriptions
were not invited. Thus the issue dated October 31, 1933, was offered
in payment for gold. The other public issues during these years aggre-
gated $325 millions. Of this amount $261 millions was issued for cash
and $64 millions was issued upon refunding. These public issues were
offered to banks and insurance companies from which the Corporation
purchased preferred stock, capital notes, and debentures.

By June 30, 1940, all but $7 millions of the issues sold to the Secre-
tary of the Treasury had been retired by the Corporation from pro-
ceeds of collections from its outstanding loans and investments, or
from funds derived by the sale of its issues to the public, or by reason
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of the cancelation of notes provided by the act of February 24, 1938.
Under that act the Secretary of the Treasury was authorized to cancel
obligations of the Reconstruction Finance Corporation incurred in
supplying funds for relief at the authority or direction of Congress
or allocated to other Government agencies. Accordingly, the Secre-
tary canceled $2,726 millions of the Corporation’s notes. Further
details concerning this operation appear on page 114 of this report.

In authorizing the Reconstruction Finance Corporation to issue
guaranteed obligations, Congress originally limited the total amount
of such obligations to be outstanding at any one time to a multiple
of the Corporation’s capital stock (which at that time amounted to
$500 millions). Thus, under the act of January 22, 1932, the Corpora- -
tion was authorized to have bonds, notes, and debentures outstanding
in an amount aggregating not more than 3 times its subscribed capital
stock. Under the act of July 21, 1932, the basic limitation was
increased to 6% times the subscribed capital stock. Further amend-
ments subsequently adjusted the basic limitation by adding or sub-
tracting fixed amounts (as the Emergency Appropriation Act of 1935)
or by adding indefinite amounts depending on actual expenditures.
made under specific legislation (as the authorization in the Emer-
gency Banking Act of 1933 for the purchase of preferred stock in
banks). The act of June 25, 1940, authorized the Corporation to
retire a portion of its capital stock and provided that this retirement
would not reduce the aggregate amount of obligations authorized
to be outstanding. On June 30, 1940, the total amount of Recon-
struction Finance Corporation obligations authorized to be outstand-
ing was $3,988 millions, exclusive of indefinite authorizations for
which there was no limitation. To the extent that further expendi-
tures are made for specific purposes, this limitation would be increased
by such amounts without further act of Congress, in accordance
with the terms of the indefinite limitations. "

Federal land banks

The Emergency Farm Mortgage Act of 1933, approved May 12,
1933, provided for a series of Federal farm loan obligations which
were to be guaranteed as to interest only by the United States. Sec-
tion 21 of that act provided in part as follows:

“Until such time as the Farm Loan Commissioner determines that Federal farm
loan bonds (other than those issued under this paragraph) are readily salable in
the open market at a yield not in excess of 4 per centum per annum, but in no .
case more than two years after this paragraph takes effect, Federal land banks
may issue farm loan bonds as authorized under this act . . . The aggregate
amount of the bonds issued under this paragraph shall not exceed $2,000,000,000,
and such bonds shall be issued in such denominations as the Farm Loan Com-
missioner shall prescribe, shall bear interest at a rate not in excess of 4 per centum
per annum, and shall be fully and unconditionally guaranteed as to interest by
the United States, and such guaranty shall be expressed on the face thereof. In
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the event that it shall appear to the Farm Loan Commissioner that the issiling
bank or banks will be unable to pay upon demand, when due, the interest on
any such bonds, the Secretary of the Treasury shall, upon the request of the
Commissioner, pay the amount thereof, which is hereby authorized to be appro-
priated out of any money in the Treasury not otherwise appropriated.”

Under the provisions of the foregoing section, the Federal land
banks issued approximately $333 millions, par value, of consolidated .
Federal farm loan bonds guaranteed by the United States as to interest
only. All these obligations were issued during the fiscal year 1934
and retired during the following fiscal year. They were all issued to
other Farm Credit Administration institutions, or pledged as security
with the Reconstruction Finance Corporation for notes payable or
with the United States for deposits of public money. The statutory
authority for further new issues of these obligations was canceled by
the Federal Farm Mortgage Corporation Act, approved January 31,
1934, section 5 of which provided that after 90 days after the enact-
ment of the act no Federal land bank should issue any new consoli-
dated farm loan bonds carrying the interest guaranty, except for
the purpose of refinancing bonds issued subject to this guaranty.

Home Owners’ Loan Corporation

The Home Owners’ Loan Corporation, created under the act ap-
proved June 13, 1933, was established for the purpose of refinancing
home mortgages and other obligations and liens secured by home
property. The Corporation obtained its capital funds by the sale of
$200 millions of capital stock to the Secretary of the Treasury.
Funds for this subscription were allocated to the Secretary by the
Reconstruction Finance Corporation as provided by Congress. The
major portion of the funds for the Corporation’s refinancing opera-
tions was not derived from capital, however, but was obtained by the
sale of the Corporation’s bonds for cash or by the issue of its bonds
in exchange for mortgages.

Under the 1933 act, the Home Owners’ Loan Corporation was
authorized to issue obligations guaranteed as to interest only by the
United States. During the fiscal years 1934 and 1935 approximately
$635 millions of such obligations carrying an interest rate of 4 percent
were issued. By the act of April 27, 1934, however, the Corporation
was empowered to issue obligations guaranteed by the United States
both as to interest and as to principal. In accordance with the pro-
visions of this act, the Corporation discontinued issuing obligations
guaranteed only as to interest and offered to refund such outstanding
obligations with obligations at a lower rate, which were guaranteed
both as to interest and principal. On July 1, 1935, the remaining
outstanding 4 percent obligations were called for redemption. The
table that follows shows the issues and retirements of these obligations’
to June 30, 1940.
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Homie Owners’ Loan Corporation—--Issues and retirements of bonds guaranteed as to
: interest only, and amount outstanding June 30, 1940

[In millions of dollars]

Bonds Amount
52 OO 635.4
===

Retired:

By exchange into other issues. . e m o e 554.7
By exchange forcash_____._____ e m i m e mm o 40.0
By purchase before maturity - 2.6
By cash retirements . oo mmn 37.8
otk o e e 635.1

Qutstanding Jume 30, 1940 _ e .

Under the 1933 act the total volume of obligations that the Corpo-
ration was authorized to issue cumulatively was set at $2,000 millions.
By the act of June 27, 1934, this total was increased to $3,000 millions
and by the act of May 28, 1935, was further increased to $4,750
millions, with an additional amount on the account of debt retire-
ment. The statute, as amended, covering the issuance of obligations
by the Corporation guaranteed as to both principal and interest by
the United States appears in part below.

“. . . the Corporation is authorized to issue bonds in an aggregate amount

not to exceed $4,750,000,000, which may be'exchanged as hereinafter provided,
or which may be sold by the Corporation to obtain funds for carrying out the
purposes of this section or for the redemption of any of its outstanding bonds;
and the Corporation is further authorized to increase its total bond issue for the
purpose of retiring its outstanding bonds by an amount equal to the amount of
the bonds to be so retired (except bonds retired from payments of principal on
loans), such retirement to be at maturity or by call or purchase or exchange or
any method prescribed by the Board with the approval of the Secretary of the
Treasury: Provided, That no bonds issued under this subsection, as amended, shall
have a maturity date later than 1952. Such bonds shall be in such forms and
denominations, shall mature within such periods of not more than eighteen years
from the date of their issue, shall bear such rates of interest not exceeding 4 per
centum per annum, shall be subject to such terms and conditions, and shall be
issued in such manner and sold at such prices, as may be prescribed by the Cor-
poration, with the approval of the Secretary of the Treasury. Such bonds shall
be fully and unconditionally guaranteed both as to interest and principal by the
United States, and such guaranty shall be expressed on the face thereof, . . . In
the event that the Corporation shall be unable to pay upon demand, when due,
the principal of, or interest on, such bonds, the Secretary of the Treastry shall
pay to the holder the amount thereof which is hereby authorized to be appropri-
ated out of any moneys in the Treasury not otherwise appropriated, and there-
upon to the extent of the amount so paid the Secretary of the Treasury shall
succeed to all the rights of the holders of such bonds . . . The bonds issued by
the Corporation under this subsection shall be exempt, both as to prinecipal and
interest, from all taxation (except surtaxes, estate, inheritance, and gift taxes)
now or hereafter imposed by the United States or any District, Territory, depend-
ency, or possession thereof, or by any State, county, municipality, or local taxing
authority.”

The table that follows summarizes the issues and redemptions of
Home Owners’ Loan Corporation bonds guaranteed as to both prin- -
cipal and interest from 1934 to 1940 and shows the amount outstand-
ing on June 30, 1940. The second following table gives the detail of
the issues and redemptions. Further data covering the individual
issues outstanding on June 30, 1940, appear in table 47, page 775.
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Home Owners’ Loan Corporation bonds guaranteed as to both principal and inlerest—
Issues and retirements, fiscal years 1984 to 1940, and amounts outstanding June 30,

1940
[In millions of dollars]
Amount | Amount
Date of issue| Series and coupon rates Call and maturity dates Ailszggggt trc?tJl{len% ?ggsﬁfg'
30, 1940 | 30, 19401
May 1,1934 | A, 8% oo May 1, 1944-52. oo 1,116 338 779
Aug. 11034 | B 25757 Aug. 1103949177 1340 | 1,316 2
Aug. 15,1934 | C, 113%,.. Aug. 15,1936 _____ . ____.__ 50 B0 fociiceaeos
Aug. 15,1934 | D, 1349, Aog. 15,1937 . ... 50 50 §.o_l__..
Aug. 15,1934 | E, 29%,_ Aug. 15,1938 ________.__.____ 50 49 @
June 1,1935 | F, 1159, . June1,1939. . _______________ 325 325 ®
July 1;1935 | G, 2Y4% July 1,104244_ . __________ 879
Oct. 15,1936 | H, 4% Oct. 15,1937 ... 132
Oct. 15,1937 | I, 1{%. Oct. 15,1938 . ... 60
Oct. 15,1938 | J, 14%. Oct. 15,1939 ... 94
May 15,1939 | B, %% May 15,1940 ... 007 128
May 15,1039 | L. 5%, .. May 15, 1941, .11 102 191
June °1,1939 | M, 114%,. | June 1,1945-47__________..._ 764 9 755
Oct. 15,1939 | N, 4% Oct. 15,1940, ... 69 69 | e
TOta] e e e e e eceea—m—————— 5, 248 2,614 2,634

! Includes matured issues on which interest has ceased.

¢ Less than $500,000.

Norte.—Figures are rounded to nearest million and will not necessarily add to totals.

Home Owners’ Loan Corporation bonds guaranieed as to both principal and interest—
Detailsof issues and retirements, fiscal years 1934 to 1940

{In millions of dollars)

Series and coupon

Issues Retirements
In ex- .
By pur-
Forre- | Chanee By re- | chase
Total | For cash funding tolx;l ](n)ggxe Total | By cash funding | prior to
: gages .| maturity

_F'jN?‘.’"IdQ”dL’JUOUU >
Xx&&\(
SRBNET

1 Less than $500,000.
1 Tssued to the Treasury.

NoTE.—Figures are rounded to nearest million and will not necessarily add to totals.

Federal Farm Mortgage Corporation

The Federal Farm Mortgage Corporation, created under the act
approved January 31, 1934, was established to facilitate the financing
of loans to farmers by the Land Bank Commissioner, and to aid in

financing the Federal land banks.

The authorized capital of the

Corporation was subscribed by the Governor of the Farm Credit

a
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Administration on behalf of the United States. For the purpose of
such capital subscription, a $200 million fund which had been pre-
viously made available to the Land Bank Commissioner, together
with the proceeds thereof, and the notes and mortgages which had
already been taken by the Commissioner, were by the act expressly
transferred to the Corporation.

The act authorized the Federal Farm Mortgage Corporatlon to
_ obtain such additional funds for its operations as were necessary by
the issuance of obligations guaranteed by the United States both as
to interest and as to principal. Section 4 (a) of that act as amended
provides in part as follows:

“With the approval of the Secretary of the Treasury, the corporation is author-
ized to issue and have outstanding at any one time bonds in an aggregate amount
not exceeding $2,000,000,000. Such bonds shall be in such forms and denomina-
tions, shall have such maturities, shall bear such rates of interest, shall be sub-
ject to such terms and conditions, and shall be issued in such manner and sold
at such prices as may be prescribed by the corporation, with the approval of the .
Secretary of the Treasury. Such bonds shall be fully and unconditionally
guaranteed both as to interest and principal by the United States and such
guaranty shall be expressed on the face thereof, . . . In the event that the
corporation shall be unable to pay upon demand When due, the principal of, or
interest on, such bonds, the Secretary of the Treasury shall pay to the holder
the amount thereof, which is hereby authorized to be appropriated out of any
moneys in the Treasury not otherwise appropriated, and thereupon to the extent
of the amount so paid the Secretary of the Treasury shall succeed to all the rights
of the holders of such bonds . . . On such terms and conditions as may be agreed
upon, the corporation may exchange such bonds, upon application of any Federal
land bank for consolidated farm loan bonds of equal face value issued under the
Federal Farm Loan Act, as amended, and may exchange such consolidated farm
loan bonds held by it for bonds of the corporation of equal face value.”

Section 12 (b) as amended provides as follows:

“Mortgages executed to the Land Bank Commissioner and mortgages held by
the Corporation, and the credit instruments secured thereby, and bonds issued
by the Corporation under the provisions of this Act shall be deemed and held .
to be instrumentalities of the Government of the United States, and as such
they and the income derived therefrom shall be exempt from Federal, State, .
mum;npal and local taxation (except surtaxes, estate, inheritance, and gift
taxes

Within two years after it was organized, the Corporation had
approximately $1,400 millions of guaranteed bonds outstanding, of
which approximately $1,000 millions had reached the public as the
proceeds of loans made either by the Land Bank Commissioner, as
agent for the Corporation, or by the Federal land banks. In the
latter case the land banks had obtained Federal Farm Mortgage
Corporation bonds from the Corporation in exchange for their own
obligations, and disbursed these bonds as loan proceeds instead of
cash.

The table that follows summarizes the issues and redemptions of
Federal Farm Mortgage Corporation bonds from 1934 to 1940, and
shows the amount outstanding on June 30, 1940. The second follow-.
ing table gives the detail of the issues and redemptions. Further
data covering the individual issues outstanding on June 30, 1940,
appear in table 47, page 775.
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Federal Farm Mortgage Corporation bonds—Issues and retirements, fiscal years 1934
to 1940, and amounts outstanding June 30, 1940

[In millions of dollars]

N ¢ Amogntt Amoung
s : S mount | retired to| outstand-
Date of issue Series and coupon rate Call and maturity dates issued | June 30, | ing June
1940 30, 1940!

Mar. 1,1934 | 1935, 2% Mar. 1, 1935 77 4
Mar. 15,1934 | 1944-64, 3%4% Mar. 15, 1944-64 106 12 95
May 15,1934 | 194449, 39, May 15, 1944-49 984
Jan. 15,1935 | 1942-47, 3%, Jan. 15, 1942-47 238
Feb. 15,1935 | 1937, 1y% Aug. 15, 1937_ 22
Mar. 1,1935 | 1942-47, Mar. 1, 1942-4 105
Sept. 3,1935 | 1939, 1%% -1 Sept. 3, 1939__ - 100
Aug. 16,1937 | 1938, 54%...- .| Feb. 16, 1938_ - 10
Nov. 1,1937 | 1939, 14%.. -| Nov.1,1939__ - 10
Sept. 1,1939 1940, V%.., J— .| Mar,1,1940.__________. - 15
Sept. 1,1939 | 1940, 24T e o e mee e Sept. 1,1940 . _____________ 10

B ] 7Y O PR 1,677

1Tncludes matured issues on which interest has ceased.
2Less than $500,000.

Nore.—Figures are rounded to nearest million and will not necessarily add to totals.

Federal Farm Mortgage Corporation bonds—Details of issues and retirements, fiscal
years 1934 to 1940 .

[In millions of dollars]

Issues ‘ Retirements
_ In exchange for— In exchange for—
Series and
coupon rates For |Mortgages Other B Bg{,lgs%r'
Total (Land | Federal | FFMC | Total | .3 | & Federal
cash Bank farm bonds cash | prior to farm Other
Commis- | loan | issued maturity| Joan FI;FN‘C[IC
sioner | bonds | for re- bonds | Ponds
loans) funding

1935, 2%.-ccooene - 77
1944-64, 3%4%----- 106
1944-49, 3% 984
1942-47, 3% ... 238
1937, 14% 22
1942-47, 234’ 105
1939 ,1%4% 100
1938, 54%. .- - 10
1939 1/ % 10
1940 | 23/ T, 15
1940, [ 74/ T 10

Total._____|'1,677 621 414 587 54 407 164 151 37 54

1 $35 millions of this amount issued to the Treasury.
2TLess than $500,000.
3Issued to the Treasury.

NoTE.—Figures are rounded to nearest million and will not necessarily add to totals.
Federal Housing Admanistration

The Federal Housing Administration was created by the National
Housing Act, approved June 27, 1934, which was subsequently
amended from time to time. The principal purpose of the Federal
Housing Administration is to provide long-term insurance for real
estate mortgages on small homes and on large 'scale rental housing
projects. In event of default by the mortgagor, the property secur-
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ing the mortgage may be conveyed after foreclosure by the mortgagee
to the Federal Housing Administrator in exchange for which the Fed-
eral Housing Administration issues debentures guaranteed as to prin-
cipal and interest by the United States. The debentures are obliga-
tions of either the mutual mortgage insurance fund, which provides
protection for insured mortgages on small homes, or the housing insur-
ance fund, which provides protection for insured mortgages on rental
housing projects. :

Section 204 of the National Housing. Act, as amended, provides in
part as follows:

“The debentures issued under this section to any mortgagee with respect to
mortgages insured under section 203 shall be executed in the name of the Mutual
Mortgage Insurance Fund as obligor, shall be signed by the Administrator by
either his written or engraved signature, and shall be negotiable and. the deben-
tures issued under this section to any mortgagee with respect to mortgages insured
under section 210 shall be executed in the name of the Housing Insurance Fund
as obligor, shall be signed by the Administrator by either his written or engraved
signature, and shall be negotiable. All such debentures shall be dated as of the
date foreclosure proceedings were instituted, or the property was otherwise
acquired by the mortgagee after default, and shall bear interest from such date
at a rate determined by the Admiinistrator, with the approval of the Secretary
of the Treasury, at the time the mortgage was offered for insurance, but not to
exceed 3 per centum per annum, payable semiannually on the 1st day of January
and the 1st day of July of each year, and shall mature three years after the 1st
day of July following the maturity date of the mortgage on the property in
exchange for which the debentures were issued. Such debentures as are issued
in exchange for property covered by mortgages insured under section 203 or
section 207 prior to the date of enactment of the National Housing Act Amend-
ments of 1938 shall be subject only to such Federal, State, and local taxes as the
mortgages in exchange for which they are issued would be subject to in the hands
of the holder of the debentures and shall be a liability of the Fund, but such
debentures shall be fully and unconditionally guaranteed as to principal and
interest by the United States; but any mortgagee entitled to receive any such
debentures may elect to receive in lieu thereof a cash adjustment and debentures
issued as hereinafter provided and bearing the current rate of interest. Such
debentures as are issued in exchange for property covered by mortgages insured
after the date of enactment of the National Housing Act Amendments. of 1938
shall be exempt, both as to principal and interest, from all taxation (except sur-
taxes, estate, inheritance, and gift taxes) now or hereafter imposed by the United
States, by any Territory, dependency, or possession thereof, or by any State,
county, municipality, or local taxing authority; and such debentures shall be paid
out of the Fund, or the Housing Fund, as the case may be, which shall be primarily
liable therefor, and they shall be fully and unconditionally guaranteed as to prin-
cipal and interest by the United States, and such guaranty shall be expressed on
the face of the debentures. In the event that the Fund or the Housing Fund
fails to pay upon demand, when due, the principal of or interest on any debentures’
issued under this section, the Secretary of the Treasury shall pay to the holders
the amount thereof which is hereby authorized to be appropriated, out of any
money in the Treasury not otherwise appropriated, and thereupon to the extent
of the amount so paid the Secretary of the Treasury shall succeed to all the rights
of the holders of such debentures.”

The table that follows summarizes the issues and redemptions of
Federal Housing Administration debentures from 1936 to 1940 and
shows the amount outstanding on June 30, 1940. : '
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Federal Housing Admintstration debentures—Issues and retirements, fiscal years 1936
to 1940, and amounts outstanding June 30, 1940

[In millions of dollars]

Amount | Amount retired
issued in to June 30, 1940
) exchange
s q for prop- Amoung
: eries an : erties outstand-
Date of issue and fund coupon rate Matunty date acquired BC%J Eslg- | By cash ing June
’ under f y 30, 1940
terms of | Prior to | redemp-
insur- | matu- tion
ance tity
Mutual mortgage insur-
ance fund:
Various from Apr. | A,3%._._... Various from July 1, 3.8 0.3 cecoacoot 3.5
18, 1936. 1944,
Various from July | B, 234%._.... Various from July 1, 3.5 .2 1.3 2.0
2, 1936. 1943.
Housing insurance
fund:
Nov. 13,1939 __..__. D, 23%.-.-- July 1,1969_ ... 2.0 faceoecocfeceieaae 2.0
’ 9.4 .5 1.3 7.5

Nore.—Figures are rounded to nearest tenth of a million and do not necessarily add to totals.
Commodity Credit Corporation

The Commodity Credit Corporation was created as an agency of
the United States under the laws of the State of Delaware on October
17, 1933, pursuant to Executive Order No. 6340, dated October 16,
1933. Its functions as an agency of the Government have been
extended from time to time, and pursuant to the act of March 4,
1939, its functions were extended to June 30, 1941, or such earlier
date as may be determined by the President. The Corporation
makes loans principally to producers to finance the carrying and
orderly marketing of agricultural commodities. Funds for these
operations have been obtained by the sale of $100 millions of capital
stock ($3 millions of which was subscribed by the Secretary of Agri-
culture and the Governor of the Farm Credit Administration in 1933,
and $97 millions of which was subscribed by the Reconstruction
Finance Corporation in 1936), and by the sale of obligations to the
Reconstruction Finance Corporation, the Treasury, and the public. .
Sales of the Corporation’s obligations in the market have been
carried on under the act of March 8, 1938, as amended, which author-
izes the Corporation to issue obligations guaranteed by the United
States both as to interest and as to principal. The statutory pro-
visions with respect to these obligations are in part as follows:

“With the approval of the Secretary of the Treasury, the Commodity Credit
Corporation is authorized to issue and have outstanding at any one time, bonds,
notes, debentures, and other similar obligations in an aggregate amount not
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exceeding $900,000,000. Such obligations shall be in such forms and denomina-
. tions, shall have such maturities, shall bear such rates of interest, shall be subject
to such terms and conditions, and shall be issued in such manner and sold at such
prices as may be prescribed by the Commodity Credit Corporation, with the
approval of the Secretary of the Treasury.  Such obligations shall be fully and
unconditionally guaranteed both as to interest and principal by the United
States, and such guaranty shall be expressed on the face thereof, . . .

In the event that the Commodity Credit Corporation shall be unable to pay
upon demand, when due, the principal of, or interest on, such obligations, the
Secretary of the Treasury shall pay to the holder the amount thereof which is
hereby authorized to be appropriated, out of any money in the Treasury not
otherwise appropriated, and thereupon to the extent of the amount so paid the
Secretary of the Treasury shall succeed to all the rights of the holders of such
obligations.

‘‘Bonds, notes, debentures, and other similar obligations issued by the Com-
modity Credit Corporation under the provisions of this Act shall be deemed and
held to be instrumentalities of the Government of the United States, and as such
they and the income derived therefrom shall be exempt from Federal, State,
municipal, and local taxation (except surtaxes, estate, inheritance, and gift taxes).”’

The table that follows summarizes the issues and retirements of
.Commodity Credit Corporation notes from 1936 to 1940.

Commodity Credit Corporation notes—Issues and retirements, fiscal years 1936 to
1940, and amounts outstanding June 30, 1940

[In millions of dolars]

s Amount retired
Amount issued to June 30, 1940

S d : M Amoun(ti;

: eries an: aturity outstand-

Date of issue | counon rate date ing June

. Total For For re- By By re- | 30, 1940
cash | funding | cash | funding

July 15,1936 Jan, 15,1937 72 v 3 53 .

Aug. 2,1937 .| May 2,1938 60 60 |- 2 58 |

May 2,1938 _{ Nov. 2,1939 206 148 58 2 204 |.

Jan. 6,1939 Aug. 1,1939 10 110 |eooooiooo 10 |oooeoeooo

July 31,1939 Dec. 31,1939 190 1190 jo._ . .. 190 [ ___

Aug. 1,1939 Aug. 1,1941 203 P[0 2 S PO IS

Nov. 2,1939 Nov. 15,1941 204 [ooo_._. 204 || .

June 29,1940 Dec. 29,1940 25 L25  FR DU FE,
............... 970 707 263 275 263 432

1 Issued to the Treasury.
Nore.—Figures are rounded to nearest million and will not necessarily add to totals.

United States Housing Authority

The United States Housing Authority was created by the act
approved September 1, 1937, which provided for financial assistance
to States and political subdivisions thereof, for the elimination of
unsafe and insanitary housing conditions, for the eradication of slums,
and for the provision of decent, safe, and sanitary dwellings for families
of low income.- The assistance may take the form of capital grants
to public housing agencies or of long-term loans to such agencies
accompanied by annual contributions designed to permit the charging
of low rentals. Funds for the purpose of making loans to these agen-
cies are raised by the Authority through the issuance of corporate
obligations guaranteed both as to interest and principal by the
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United States. The statutory provisions with respect. to these obliga-
tions are in part as follows:

“The Authority is authorized to issue obhga‘mons in the form of notes, bonds,
or otherwise, which it may sell to obtain funds for the purposes of this Act. The
Authority may issue such obligations in an amount not to exceed $800,000,000. -
Such obligations shall be in such forms and denominations, mature within such
periods not exceeding sixty years from date of issue, bear such rates of interest
not exceeding 4 per centum per annum, be subject to such terms and conditions,
and be issued in such manner and sold at such prices as may be prescribed by the
Authority with the approval of the Secretary of the Treasury.

“Such obligations shall be exempt, both as to principal and interest; from all .
taxation (except surtaxes, estate, inheritance, and gift taxes) now or hereafter
imposed by the United States or by any State, county, municipality, or local
taxing authority.

“Such obligations shall be fully and unconditionally guaranteed upon their
face by the United States as to the payment of both interest and principal, and,
in the event that the Authority shall be unable to make any such payment upon
demand when due, payments shall be made to the holder by the Secretary of the
Treasury with money hereby authorized to be appropriated for such purpose out
of any money in the Treasury not otherwise appropriated. To the extent of
}slucclll pg;yment the Secretary of the Treasury shall succeed to all the rights of the

older.

Under the foregoing authority, the United States Housing Authority
had offered one issue of $114 millions for public subscription by June
30, 1940. Issues were also made to the Secretary of the Treasury
to provide temporary funds pending the sale of obligations in the
market. The table that follows summarizes issues and redemptions
of United States Housing Authority notes to June 30, 1940.

United States Housing Authority notes—Issues and retirements, ﬁécal years 1938 1o
1940, and amounts outstanding June 30, 1940

[In millions of dollars]

X Amount issued for cash Retired | Amount
: Series and : by cash |outstand-
Date of issue coupon |Maturity date t6 June | ing June
rate Tota1 { Tothe | Tothe | 55 “6:0 | 3081001
public |Treasury 4 4
Ve}rloungagr 3, 1038, to | A, 16%....| June 30,1939 24: 3 25 b2 T
an. 1 .
Feb.1,1939 ____.___..... B, 134%...| Feb. 1,1944 114
Various Nov. 4, 1939, to | C, %4%---.| June 30,1940 25
Apr. 2, 1940. .
May 8,1940.______.____.. D, 4%.---| Dec. 31,1940 20
Total . oo | mm e cr e 184 114 .70 50 134

1 Includes issues sold to the Treasury.
" Unated States Maritime Commission

The Merchant Marine Act, approved June 29, 1936, as amended,
created the Federal ship mortgage insurance fund, administered by
the United States Maritime Commission, to insure preferred mort-
gages on vessels of the United States merchant marine, which had se-
cured new loans or advances to aid in financing the construction, re-
- construction, or reconditioning of such vessels subsequent to June 23,
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1938. The act provided that, in event of default of the mortgage, the
fund issue debentures to mortgagees of such vessels in exchange for the
mortgaged property. The statutory provisions with respect to the
debentures are, in part, as follows:

‘“Debentures issued under this section shall be in such form and denominations
in multiples of $50, shall be subject to such terms and conditions, and shall include
such provisions for redemption, if any, as may be prescribed by the Commission
with the approval of the Secretary of the Treasury, and may be in coupon or
registered form. Any difference between the value of the mortgage determined
as herein provided and the aggregate face value of the debentures issued, not to
exceed $50, shall be adjusted by the payment of cash by the Commission to the
mortgagee from the fund.

“The debentures issued under this section shall be executed in the name of the
fund as obligor, shall be signed by the Chairman of the Commission by either his
written or engraved signature, and shall be negotiable. All such debentures shall
be dated as of the date foreclosure proceedings were instituted, or the property
was otherwise acquired by the mortgagee after default, and shall bear interest
from such date at a rate determined by the Commission, with the approval of the
Secretary of the Treasury, at the time the mortgage was offered for insurance, but
not to exceed 3 per centum per annum, payable semiannually on the 1st day of
January and the 1st day of July of each year, and shall mature three years after
the 1st day of July following the maturity date of the mortgage on the property
in exchange for which the debentures were issued. They shall be exempt, both
as to principal and interest, from all taxation (except surtaxes, estate, inheritance,
and gift taxes) now or hereafter imposed by the United States, by any Territory,
dependency, or possession thereof, or by any State, county, municipality, or local
taxing authority. They shall be paid out of the fund, which shall be primarily
liable therefor, and they shall be fully and unconditionally guaranteed as to
principal and interest by the United States, and such guaranty shall be expressed
on the face of the debentures. In the event that the fund fails to pay upon de-
mand, when due, the principal of, or interest on, any debentures so guaranteed,
the Secretary of the Treasury shall pay to the holders the amount thereof, which
is hereby authorized to be appropriated out of any money in the Treasury not
otherwise appropriated, and thereupon to the extent of the amount so paid the
gelc)reta.ry of the Treasury shall succeed to all the rights of the holders of such

ebentures.”

By June 30, 1940, there had been no issues of debentures by the
fund.

Tennessee Valley Authority

The Tennessee Valley Authority, a corporation owned entirely by
the Federal Government, was created by the act of May 18, 1933.
The Corporation has no capital stock and its operations are financed
(1) by congressional appropriations, (2) by income from the sale of
power and fertilizer, and (3) by issuance of bonds for specific purposes.
. By June 30, 1940, the Tennessee Valley Authority had been author-
ized to issue bonds by three separate acts—the acts of May 18, 1933,
August 31, 1935, and July 26, 1939. The act of July 26, 1939, how-
ever, canceled the authorization of further issues of obligations under
the 1933 and 1935 acts. The statutory provisions under the various
acts are in part as follows: ‘ :

Act of May 18, 1933, section 15:

“In the construction of any future dam, steam plant, or other facility, to be
used in whole or in part for the generation or transmission of electric power the
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board is hereby authorized and empowered to issue on the credit of the United
States and to sell serial bonds not exceeding $50,000,000 in amount, having a
maturity not more than fifty years from the date of issue thereof, and bearing
interest not exceeding 3} per centum per annum. Said bonds shall e issued and
sold in amounts and prices approved by the Secretary of the Treasury, but all
such bonds as may be so issued and sold shall have equal rank . . . All of such
bonds so issued and sold shall have all the rights and pr1v11eges accorded by law
to Panama Canal bonds. .

Act of August 31, 1935, section 15 (a):

‘“With the approval of the Secretary of the Treasury, the Corporation is author-
ized to issue bonds not to exceed in the aggregate $50,000,000 outstanding atany
one time, which bonds may be sold by the Corporation to obtain funds to carry out
the provisions of section 7 of this amendatory Act. Such bonds shall be in such
forms and denominations, shall mature within such periods not more than fifty
years from the date of their issue, may be redeemable at the option of the Corpora-
tion before maturity in such manner as may be stipulated therein, shall bear such
rates of interest not exceeding 3% per centum per annum, shall be subject to such
terms and conditions, shall be issued in such manner and amount, and sold at such
prices, as may be prescribed by the Corporation, with the approval of the Secretary
of the Treasury: Provided, That such bonds shall not be sold at such prices or on
such terms as to afford an investment yield to the holders in excess of 3% per
centum per annum. Such bonds shall be fully and unconditionally guaranteed
both as to interest and principal by the United States, and such guaranty shall be
expressed on the face thereof, . . . In the event that the Corporation should
not pay upon demand, when due, the principal of, or interest on, such bonds, the
Secretary of the Treasury shall pay to the holder the amount thereof, which is
hereby authorized to be appropriated out of any moneys in the Treasury not
otherwise appropriated, and thereupon to the extent of the amount so paid the
Secg&tg.’ry of the Treasury shall succeed to all the rights of the holders of such
bonds.

Act of July 26, 1939, section 15 (c¢):

“With the approval of the Secretary of the Treasury the Corporation is author-
ized, after the date of enactment of this section, to issue bonds not to exceed in
the aggregate $61,500,000. Such bonds shall be in such forms and denomina-
tions, shall mature within such periods not more than fifty years from the date of
their issue, may be redeemable at the option of the Corporation before maturity
in such manner as may be stipulated therein, shall bear such rates of interest not
exceeding 3% per centum per annum, shall be subject to such terms and condi-
tions, shall be issued in such manner and amount, and sold at such prices, as may

be prescribed by the Corporation with the approval of the Secretary of the . ‘

Treasury: Provided, That such bonds shall not be sold at such prices or on such
terms as to afford an investment yield to the holders in excess of 3)4 per centum
per annum. Such bonds shall be fully and unconditionally guaranteed both as
to interest and principal by the United States, and such guaranty shall be ex-
pressed on the face thereof, . . . In the event that the Corporation should not
gay upon demand when due, the principal of, or interest on, such bonds, the

ecretary of the Treasury shall pay to the holder the amount thereof, which is
hereby authorized to be appropriated out of any moneys in the Treasury not
otherwise appropriated, and thereupon to the extent of the amount so paid the
Sec%até,xry of the Treasury shall succeed to all the rights of the holders of such
bonds.”

Bonds issued under the 1933 authorization provided the Authority
with funds to finance the purchase of electric transmission properties
in and about Knoxville and Memphis, Tenn., and western Kentucky,
and the construction of lines connecting these properties with the
Tennessee Valley Authority system. These obligations were issued
on the credit of the United States and are held in their entire amount
by the Reconstruction Finance Corporation. They bear interest at

269677-—41——8
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the rate of 2% percent per annum. Details concerning the amount
1ssued appear in the following table:

Bonds issued under the 1933 authorization of the Tennessee Valley Authority Act -
. and sold to the Reconstruction Finance Corparatwn

Date of Maturity Principal

Issue issue date amount

Series A, Bond No. 1. . ieaiooo. Sept. 1,1938 | Sept. 1,1943 | $2, 000, 000
Series A, Bond No. 2.____ - Sept. 1,1938 | Sept. 11,1945 1, 000, 000
Series B, Bond No. 1.___. June 15,1939 | June 15,1959 1, 300, 000
Series B, Bond No. 2.___. PR June 15,1939 | June 15, 1960 , 000, 000
Series B, Bond No. 8. ... June 15,1939 | June 15,1961 2, 600, 600

T U EUS U R 8, 300, 000

The bonds shown above are accorded all the privileges of Panama
Canal bonds, including the circulation privilege. The circulation
privilege, however, is no longer accorded other outstanding issues of
United States obligations and at the time that bonds were issued
under section 15 of the Tennessee Valley Authority Act, the Recon-
struction Finance Corporation agreed to hold the bonds until their
maturity. As a result of this agreement, these bonds can never
become collateral for circulating notes. By the act of July 26, 1939,
no further issues of obligations can be made under section 15.

Bonds issued under section 15 (a) of the act, as amended, provided
the Authority with funds to finance loans to municipalities and coop-
eraltives made in connection with the disposal of the Authority’s
surplus power. These obligations were issued in the amount of
$272,500 and have been sold to the Secretary of the Treasury. By
the act of June 26, 1939, no further issues of these obhgatlons can be
made.

Under section 15 (¢) of the act $52 millions have been advanced to
the Tennessee Valley Authority by June 30, 1940, by the Secretary
of the Treasury. These amounts were to finance the acquisition of
certain electric utility properties of the Tennessee Electric Power
Company and the Southern Tennessee Power Company.

ESTIMATED ABSORPTION, BY CLASSES OF HOLDERS, OF THE IN-
CREASE IN THE PUBLIC DEBT AND OBLIGATIONS GUARANTEED BY
THE UNITED STATES DURING THE PERIOD JUNE 30, 1932, TO JUNE
30, 1940

. In the eight fiscal years between June 30, 1932, and June 30, 1940,
the total interest-bearing public debt and obligations guaranteed by
the United States increased by $28.7 billions. Approximately $13.1
billions, or about 46 percent of this increase, was absorbed by com-
mercial and savings banks; $5.3 billions, or 18 percent, by insurance
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companies; $6.5 billions, or 23 percent, by Federal agencies and trust
funds; and $0.7 billion, or 2 percent, by the Federal Reserve Banks.
Other holders—individuals and corporations- other than banks -and
insurance companies—absorbed the remaining $3.2 billions of these
obligations, $2.9 billions of which occurred through their acquisition
of United States savings and adjusted service bonds. The figures are
shown in greater detail in the table that follows.

Estimated_absorption, by classes of holders, of the increase in the public debt and
obligations guaranieed by the United States, fiscal years 1933 to 1940

[In billions of dollars]

Estimated
amount

Increase in the public debt and obligations guaranteed by the Unlted States:
Public issues:
Marketable:
Public debt obligations. ... i memeeean- 15.
Obligations guaranteed by the United States. .. ... _............_ e cmmemnean 5.
1.

Total marketable iSSUeS. - oo i cicmiaaaas 21.
Nonmarketable:

United States savings and ad]usted servlce bonds. .

Special 188MeS oo oo —m—— e eean

Absorption 1 of the debt by—
. Commercial and savings banks. . o iiiiieiiin 1
Insurance companies. . ..........
Federal agencies and trust funds
Federal Reserve BanKs ool
Other holders: ! .
Marketable issues
Nonmarketable fissues

Total absorption of public debt and guaranteed securities..._... PN 28.7

! The figures on the commercial and savings bank holdings of Government securities used in arriving at
the increases are taken at book value rather than at par value. As a result, thc absorption of Government
securities by these institutions tends to be overstated and the absorption by ‘other holders” to be under-
stated when Government bonds are selling generally at a premium, as has been the case during most of the
period. The errors so involved are not sufficiently large, however, to invalidate the general conclusions
stated here. The figures for insurance companies, Federal agencies and trust funds, and the Federal
Reserve Banks are reported at par value.

Nore.—Figures are rounded to nearest tenth of a billion and will not necessarily add to totals.

It is apparent from the figures in the table above that, since 1932,
individuals and corporations other than banks and insurance com-
panies—classed in the table as “other holders”—have absorbed, on
net balance, a very small proportion of the total increase in the public
debt and guaranteed securities outstanding. In recent years these
individuals and corporations, in the aggregate, have been important
sellers of marketable issues of Government securities. On the other
hand, however, they have been increasing their holdings of United
States savings bonds. Data on the amount of the Government
security holdings of these and of other classes of purchasers, and
the changes, by years, since 1932 appear in the table that follows.
Data on annual and cumulative absorption of such securities are also
shown in the charts on pages 94 and 96. '
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CHART 8.
1 United States savings bonds and adjusted service bonds.
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Estimated distribuiion, by classes of holders, of the public debt and obligalions guaran-
teed ! by the United States outstanding at the end of each fiscal year 1932 to 1940

[In billions of dollars]
. Other holders .
Commer- Federal Federal Total se-
TJune 30 cialand - | Insurance | agencies | p oo curities
savings | companies | and trust Banks Market- | Nonmar- -| outstand-
banks 2 funds? able ketable ing
issues issues ¢
Amount held

6.6 0.8 0.6 1.8 9.3 19.2

7.9 1.0 .7 2.0 10.5 22.2

11.7 1.5 L5 2.4 10.7 27.8
14.3 2.6 2.0 2.4 10.5 31.8

17.4 3.9 2.3 2.4 10.5 37.7

17.0 ° 5.0 3.6 2.5 11.3 40.5

16.8 5.2 4.8 2.6 10.7 41.4

18.8 5.8 5.9 2.6 10.4 45.3

19.7 6.1 7.1 2.5 9.7 47.9

Annual increase or decrease (—) in amount held

1.3 0.2 0.1 0.2 L2l 3.0

3.7 .6 .8 .4 2 I 5.6

2.6 1.1 .5 Q] -.3 0.1 4.1

3.1 1.3 .3 O] O] 1.2 5.9

-4 1.1 1.3 .1 .8 -1 2.8
-2 .2 1.2 O] -6 .3 L0

2.0 .6 11 (O] —-.3 .5 3.9

.9 .3 1.2 -1 -7 9 2.5

Cumulative increase in amount held

1.3 0.2 0.1 0.2 12, 3.0

5.0 .7 .9 .6 1.4 |- 8.6

7.7 1.8 1.4 .6 1.1 12,7

10.7 < 3.1 L7 .6 1.1 18.5
10.3 4.2 3.0 7 2.0 2L3

10.1 4.4 4.2 .8 1.3 22.3

12.2 5.0 5.3 .8 1.0 26.2

13.1 53 6.5 N .3 28.7

1 Includes Home Owners’ Loan Corporation issue guaranteed as to interest only.

2 Figures for 1932 and 1933 do not correspond to those published by the Comptroller of the Currency be-
cause of the inclusion of data on certain private banks which were not reported to the Comptroller in those
years.

3 Includes exchange stabilization fund. X

4 Excludes United States savings bonds held by banks and insurance companies.

8 Less than $50 millions.

Nore.—Figures are rounded to nearest tenth of a billion and will not pecessarily add to totals.

The foregoing table shows that in nearly every year during the
period covered commercial and savings banks and insurance com-
panies absorbed substantial amounts of Government securities. In
1935, as a matter of fact, this absorption was nearly equal to the total
increase in publie issues. This institutionalization of investment has
been one of the significant phenomena that has been noted in the
capital markets. Individuals and nonfinancial corporations appear
to have preferred to place their funds available for investment in bank
accounts and insurance policies, instead of undertaking directly the
investment of these funds in securities.
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The importance of bank and insurance company investment opera-
tions in absorbing additions to the amount of Government securities
outstanding is shown in greater perspective in the table below. This
table relates the absorption of public debt and guaranteed securities
by each of the major classes of holders to (1) the ‘total increase in
such securities, (2) the increase in the “privately held debt” and
(3) the increase in the “privately held marketable supply”’ of Govern-
ment securities. The concept of the “privately held debt”’—i. e., the
amount of obligations that are available for purchase by individuals
and corporations—excludes from the total of the public debt and the
obligations guaranteed by the United States the amount of securities
owned by Federal agencies and trust funds and by the Federal Reserve
Banks, since obligations held by these agencies are not available to
private purchasers. The concept of the ‘“privately held marketable
supply,” takes into account only those issues traded in the market
and excludes the nonmarketable issues (United States savings and
adjusted service bonds) from the “privately held debt.”

" Increase in (1) the total public debt and obligations guaranteed by the United Stales,
(2) the prwately held public debt and obligations guaranieced by the United States,
and (3) the privately held marketable supply of Government securities, fiscal years
1933 to 1940; and the estimated absorption of each by the various classes of holders

[Dollars in billions)

v P 1 Perx}ge 'y
rivately |- e
¢ Total debt |19 debt! [marketable
supply
Increase in the public debt and obligations guaranteed by the
United States during the fiscal years 1933-40:
Marketable Is80es . .o oo iiicciciiiaiacen $21.1 $18. 4 $18.4
Nonmarketable issues 3.2 ©302 |eceeeaes
Special fssues. ...l L 3 2 ORI PSRN
B 112 I 28.7 21.6 18.4
Amount.absorbed by:
Commercial and savings banks 13.1 13.1 12.8
Insurance companies. ... 5.3 5.3 5.3
Federa) agencies and tru fu 6.

Federal Reserve Banks

Other holders:

Marketable 18SUeS. o - ool .3 .3 .38
Nonmarketable iSsues 3. - ..o ol iimeaocoa 2.9 2.9 |acecaeas
107 ) 28.7 21.6 18.4
Percent absorbed by: Percent Percent Percent
Commercial and savings banks. ..o 48 61 69
Insurance companies............ - 18
Federal agencies and trust funds. - 23
Federal Reserve Banks. _........ - 2
Other holders:
Marketable issues..... - 1 1 2
Nonmarketable issues..t....._.._ N 10 13 oo s

Total ... e emmmmmmmmmmm e e —— e ———— o 100 100 100

! Comprises total debt less holdings of Federal agencies and trust funds and Federal Reserve Banks.
2 Comprises privately held debt less nonmarketable issues.
3 Excludes United States savings bonds absorbed by banks and insurance companies.

NorE.—Figures are rounded to nearest tenth of a billion dollars and to nearest even percent and do not
necessarily add to totals.
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The trends in the absorption of the increase in the public debt and
obligations guaranteed by the United ‘States, described in the para-
graphs above, have been reflected by marked changes in the distribu-
tion of such obligations among the various classes of holders. Banks
and insurance companies, for example, held 72 percent of the privately
held marketable supply of Government securities on June 30, 1940,
compared with approximately 45 percent on June 30, 1932. Data on
the distribution of holdings of the total public debt and guaranteed
securities outstanding on June 30, 1932, and June 30, 1940, by classes
of holders, and a comparison of these holdings with (1) the total debt,
(2) the privately held debt, and (3) the privately held marketable
supply of Government securities appear in the table that follows.

Distribution of (1) the total public debt and obligations guaranteed by the United
- States, (2) the privately held public debt and obligaiions guaranteed by the United
States, and (3). the privately held marketable supply of Government securities
on June 30, 1932, and June 30, 1940, by classes of holders

Amouﬁt
(billions of dollars) Percent of total
Class of holder
June 30, { June 30, June 30, | June 30,
1932 1940 ' | Inerease | “Tio3 1940
Total Gebt

Commercial and savings banks.._._._...._______.._. 6.6 19.7 13.1 35 41
.8 6.1 5.3 4 13
.6 7.1 6.5 3 15
.8 2.5 7 9 5

Other holders:
Marketable issues. ... . 3 9.7 .3 49 20
Nonmarketable issues. 2.9 2.9 [oeaool 6
Total debt ..................................... 19.2 47.9 28.7 100 100

Privately held debt

Commercial and savings banks______.._________..___ 6.6 19.7 13.1 40 51
Insurance companies. . ........_. . 6.1 5.3 .6 16

Other holders:
Marketable issues. ... 9.7 .3 56 25
Nonmarketable issues 2.9 2.9 o 7
Total privately held debt. ... ... 16.8 38.3 21.6 100 100

Privately held marketable supply

Commercial and savings banks 6.6 19.4 12.8 .40 55
Insurance companies. . . ........... .8 6.1 5.3 5 17
Other holders: Marketable issues...___..._.......... 9.3 9.7 .3 56 27
Total privately held marketable supply....... 16.8 35.2 18.4 100 100

NotEe.—Figures are rounded to nearest tenth of a billion dollars and to nearest even percent and do not
necessarily add to totals.

In addition to the foregoing data, there is certain other information
available on the holdings of Government securities by the various
classes of investors. Data on the holdings of commercial and savings
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banks, by classes of banks and by classes of securities; of the Federal
Reserve Banks, by classes of securities; and of Federal agencies and
trust funds, by funds and by classes of securities are presented in the
tables and paragraphs that follow.

The first table that follows and the charts on pages 100 and 104
show the absorption of public debt and guaranteed securities during
the eight. fiscal years 1933 to 1940, by various classes of banks.
The principal market among banks for these securities, it is shown,
was among banks in the larger cities.

Distribution of the public debt and guaranteed * securities held at the end of each
Jiscal year 1932 to 1940, by classes of banks

{In millions of dollars. Book values]

Weekly
Weelély repor%ing oth Al
reporting | member er com- com-
June 30 ;\;(;Ii(nggr banks in m%glg‘(‘er | ls\ggf’;lgasl mercial mercial
in | cities out- banks banks |.2ndsav- | andsav-
Ni eg.;York NSIdeY of X ings banks | ings banks
ity ew Yor]
City
Amount held
1,921 2,333 1,374. 531 467 26, 626
2,438 3,055 1,394 550 499 ’7, 936
2,926 4,213 2, 506 1,061 957 111, 663
3,640 5,294 2,496 1,571 1,296 ‘14 297
4, 582 6,217 2,873 | 2,082 1, 604 17, 358
3,447 6, 006 3,236 2,391 1,888 16, 968
3, 563 5,695 3,085 2, 685 1,746 16, 774
4,259 6,312 3,206 3,043 1,971 18,791
5,238 6,372 3,112 |l 3,113. 1,876 19, 711

Annual increase or decreas{e (—) in the amount held

517 722 20 ' 19 32 1,310
488 1,158 1,112 | 511 458 38,727
714 1,081 10 510 339 2, 634
942 923 7 511 308 3,061
~1,135 -2 363 | 309 % | 2390
116 -311 -151 204 —142 —194
696 617 121 358 225 2,017
979 60 —0s | 70 295 920

Cumulative increa;se in amount held

517 722 20 19 32 1,310
1,005 1,880 | . 1,132 530 490 5,037
1,719 2,961 1,122 1,040 829 7,671
2,661 3,884 1, 499 1, 551 1,137 10, 732
1, 52 3,673 1,862 1,860 1,421 10, 342
1,642 3,362 1,711 2,154 1,279 10, 148
2,338 3,979 1,832 2,512 1, 504 12,165
3,317 4,039 1,738 2,582, 1, 409 13,085

! Includes Home Owners’ Loan Corporation obligations guaranteed as to interest only.

2 These figures exceed those appearing on page 272 of this repott and in the Annual Reports of the
Comptroller of the Currency, 1932 and 1933, by amounts estimated to be held by certain private banks which
were not included in the tabulations made by the Comptroller of the Currency in 1932 and 1933.

SoURCE.—Data for member banks from Federal Reserve Bulletins, ﬁ932 to 1940; for mutual savings banks
and for ‘“‘all commercial and savings banks,” from Annual Reports of the Comptroller of the Currency, 1932
to 1940; figures for “‘other commercial and savings banks” are residual items.
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STATES, BY CLASSES OF BANKS, FISCAL YEARS 1933 TO 1940
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Data on the types of public debt and guaranteed securities absorbed

by banks can be derived, to a limited exteﬁt, from an analysis of

‘investment information contained in reports n}‘ade at periodic intervals
to the various supervisory agencies. The t

the holdings by member banks of the Federal Reserve System of public
debt and guaranteed securities at the end of each fiscal year since
1932, classified by type of security. On Juné 30, 1940, these banks
owned 75 percent of the public debt and guaranteed securities held by
all the commercial and savings banks in the country. '

Holdings of public debt securiiies and obligations guaranteed by the United States by
member banks, June 30, 1932 to 1940, by classes of bdnks and by types of security

{In millions of dollars. Book valuﬁs]

Public debt securities | ) Obligations
guaranteed
June 30 Bills and It}y thg Total
ills an nite
certificates | Votes Bonds | Total States
Holdings of member ba}:nks in New York City
615 185 1,208 2,008 | 2,008
638 987 . 926 2,551 |- 2, 551
954 1,084 1,015 3,053 1157 3,210
898 1,623 941 3,462 348 3,809
1,096 1, 760 1,340 4,196 567 4,763
543 1,426 | . 1,207 3,176 454 3, 630
222 1,358 1,451 3,031 709 3, 740
168 908 2, 284 3, 360 1,123 . 4,484
421 1, 092 2,650 - 4,162 1,324 5,486
Holdings of member banks in Chicago
........................... 106 57 72 234 oo 234
- 206 82 97 384 | ..o 384
- 123 194 268 585 176 661
- 63 373 330 766 87 853
- 29 584 401 1,014 92 1,106
- 30 366 511 907 94 1,001
- 12 313 535 859 122 981
- 185 234 621 1, 040 135 | - 1,175
0. e 25¢ 161 710 1,125 134 1,258
Holdings of reserve city banks
189 124 1,639 1,953 |ocoooooo- 1,953
206 681 1, 597 2,483 | .__.. 2,483
281 1,148 2,088 3, 516 119 3, 535
120 1,774 1,818 3,712 571 4, 283
115 2,081 2,153 4,349 651 5,000
195 1,777 2,295 4,267 635 4,902
69 s 2,603 3,940 718 4,658
78 1,014 3,010 4,102 889 4,991
87 8 3,052 3,978 969 4,947
Holdings of country banks
51 136 1,244 1,432 [oo_..__. 1,432
64 299 1,106 1,469 [o_o_____. 1,469
69 446 1,467 1,982 125 2,007
19 543 1,370 1,931 553 2,484
26 735 1,402 2,163 640 2,802
52 792 1,676 2,520 635 3,155
13 715 1, 657 2,385 579 2,964
11 563 1,870 2,444 683 3,127
36 451 1,849 2,335 695 3,030
|

Footnote at end of table. ]

ble that follows shows
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H oldmgs of public debt securities and obligations guaranteed by the United States by
member banks, June 30, 1932 to 1940, by classes of banks and by types of securzty—
Continued

[In millions of dollars. Book values)

Public debt securities Obligations
guaranteed
June 30 Bill a ] I.l}y‘tt;hg Total
ills an - nite:
certificates | VOtes Bonds; Total States
Total holdings—All member banks
962 503 4,163 5,628 |____________ 5,628
1,113 2,049 3,725 6,887 | oo 6,887
1,427 2,871 4,838 9,137 1276 , 41
1,099 4,314 4, 458 9, 871 1, 558 11, 430
1, 266 5,161 5, 29: 11,721 1, 950 13,672
821 4,361 5, 689 10, 870 1,819 12, 689
316 3,653 6, 246 10, 215 2,128 12, 343
441 2,720 7,786 10, 946 2,831 13,777
797 | . 2,543 8,261 11, 601 3,121 14 722

1 A small amount of Home Owners’ Loan Corporation bonds guaranteed by the United States as to both
interest and principal are excluded from these figures.

SoURCE.—Board of Governors of the Federal Reserve System, Member Bank Call Reports and Federal
Reserve Bulletins.

Note.—Figures are rounded to nearest million and will not necessarily add to totals.

Further data on bank absorption of public debt and guaranteed
securities can be derived from the data on the investments of all com-
mercial and savings banks contained in the reports made to the Comp-
troller of the Currency, the Federal Deposit Insurance Corporation,
and the Board of Governors of the Federal Reserve System. The
table that follows summarizes these data for December 31, 1938, June
30, 1939, and June 30, 1940. Similar data in the same detail are not
available for previous years.

Bank koldings of public debt securities and of obligations guaranteed by the Unaited
States, Dec. 31, 1938, June 30, 1939, and June 30, 1940

[In millions of dollars. Book values]

Insured commercial banks
Total—
Member banks . Total all com-
Type of security ggg_ insured t())afllmllg m:{lgxal
S New | pi. |Reserve| Coun- | ber mceorgz;l savings
York | oo city . try banks banks banks!
City 20 | banks | banks
) Dec. 31, 1938
Treasury bills. ... _._._.____..__ o 59 57 11 4 290 (O] (6}
" Treasury notes. . 291 1,224 732 259 | 3,648 ) (O}
Treasury bonds: § .
Maturing within 5 years...___._. 348 36 217 126 53 780 (O] [ON
Maturing in 5 to 10 years..______ 5811 - 134 | 1,117 | 622 241 | 2,694 ) ?)
Maturing in 10 to 20 years..___.. 534 353 | 1,185 816 319 | 3,206 () (%)
Maturing after 20 years...__._... 199 133 479 329 181 1,321 (%) Q)]
Total public debt securities-_._| 2,963 | 1,005 | 4,278 | 2,636 | 1,057 | 11,939 | 3,132 | 15,070
RFC notes.___ 235 80 65 47 9 436 [ (2)
HOLC bonds 505 11 451 358 136 | 1,460 | () (2
FFMC bonds. 98 5 166 164 69 503 (® Q]
Other guarante 56 13 58 28 14 170 (%) [©]
Total guaranteed obligations... 894 109 740 597 228 | 2,568 364 2, 932
Total . 3,857 | 1,114 | 5,018 | 3,233 1,284 | 14,507 | 3,495 | 18,002

Footnotes at end of table.
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Bank holdings of Uniied States Government securities

f

103

and of securilies guaranteed

by the Uniled States, Dec. 31, 1938, June 30, 1939, ‘and June 30, 1940—Con.

{In millions of dollars. Book valueé]

Insured commercial banks

| fitiem
Member banks com-
. Total | Other |mercial
Type of security gg;-. insured| banks | and
Coun- | ber | o savings
{)Tev; Chi- Regterve try | banks nln)er&al banks 1
or. city anks .
City | ©8° [ panks | banks .
June 30, 1939
Treasury bills. ... o.ooooeoo oo - 168 185 78 11 5 46| (0 ®
Treasury notes. ... R, 908 234 | 1,014 563 206 | 2,925 ) [0}
Treasury bonds:
Maturing within 5 years......._. 328 36 273 144 55 837 ® ®
Maturing in 5 to 10 years. _ 827 119 | 1,224 655 294 | 3,120 %) (O]
Maturing in 10 to 20 years. 756 301 | 1,091 741 262 | 3,152 ) (?)
Maturing after 20 years....._..._| 873 164 422 329 180 | 1,468 [ (3) . @
Total public debt securities.._.| 3,360 | 1,040 { 4,102 | 2,444 [ 1,002 | 11,948 | 3,275 15,223
RECDNOtES. oo _ 362 94 112 75 17 659 65 724
HOLC bonds. 504 18 541 395 158 | 1,616 293 1, 909
FFMC bonds_.___.. 165 6 154 161 64 551 75 625
Other guaranteed obligations._._.___ 92 17 82 52 21 264 45 309
Total guaranteed obligations...{ 1,123 135 889 683 259 | 3,090 477 3, 568
Total . 4,484 | 1,175 | 4,991 | 3,127 | 1,261 { 15,038 | 3,753 | 18,791
June 30, 1940
Treasury bills. ... _.....o...... 421 254 87 36 805 [©) éz)
Treasury notes. - 161 839 451 156 | 2,699 ® 2) -
Treasury bonds:
Maturing within 5 years.._______ 25 239 138 68 750 *) (O]
Maturing in 5 to 10 years._ 137 | 1,179 686 287 | 3,489 () ®
Maturing in 10 to 20 years. 448 | 1,417 875 3341 4,110 %) (2)
Maturing after 20 years._.._._____. 100 217 150 77 7 * @)
Total public debt securities._..| 4,162 | 1,125 [ 3,978 | 2,335 931 | 12,531 | 3,204 | 15,735
RFC notes | 73 97| 158| 111| 31| 80| 135! 1,006
HOLC bonds. 590 10 513 345 132 [ 1,589 292 1,881
FFMC bonds......... 142 4 159 140 53 498 86 584
Other guaranteed obligations____.__. 119 23 139 99 32 412 92 505
Total guaranteed obligations...| I, 324 134 969 695 249 | 3,370 * 606 3,976
)7 ) PN 5,486 | 1,258 | 4,947 | 3,030 | 1,179 | 15,901 | 3,810 | 19,711
1t Includes trust companies, stock savings banks, mutual savings banks, and private banks in United States
and possessions.
¢ Detail not available.

Nore.—Figures are rounded to nearest million and will not necessarily add to totals.
SoUrCE.—Board of Governors of the Federal Reserve System, Member Bank Call Reports; Federal Deposit
Insurance Corporation, Statements of Assets and Liabilities of Operating Insured Banks; Annual Reports of
the Comptroller of the Currency; and press release of the Comptroller of the Currency dated October 31, 1940,
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With respect to the absorption of public debt and guaranteed
securities by the Federal Reserve Banks during the period June 30,
1932, to June 30, 1940, there are presented in the table that follows
summary data on the amount of such securities held by the Federal
Reserve Banks at the end of each fiscal year since 1932, by classes
of securities, and the changes by years in the amount held. Further
details concerning securities held by the twelve Federal Reserve
Banks appear in the Annual Reports of the Board of Governors of
the Federal Reserve System.

Holdings of pubhc debt securities and obligations guamnteed by the United States
by the twelve Federal Reserve Banks, June 30, 1932 to 1940

[In millions of dollars. Par values]

bLigertyd T Qeétiglc%tes of o toed ‘

onds an reasury | indebtedness | Guarantee

June 30 Treasury notes  |and Treasury| obligations Total

bonds ) bills
Amount held

1,784
1,998
2,432
2,433
2,430
2, 526
2, 564
2, 551
2,466

NoTte.—Figures are rounded to nearest million and will not necessarily add to totals,
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With respect to the absorption of the public debt and guaranteed
securities by Federal agencies and trust funds, there are presented
in the table that follows data on the amount of such securities held
by agencies and in funds at the end of each fiscal year since 1932, by

class of security, and the changes by years in the amount held.

Holdings of public debt securities and obligations guaranteed by the United States
by Federal agencies and trust funds, June 30, 1932 to 1940

[In millions of doNars. Par values]
Public debt securities Obligations guar-
anteed by the
United States

Public issues held by— held by— Total

sect-

fane s X Federal | Govern- | Other | Special Other rhigi]%s

SPgsit;als Deposit | ment life | agencies | 155Ues si%siff]s agencies
Sa tegn Insurance| insurance| and trust Sratosy | and trust
v8 Corp. fund funds! i funds
Amount held
. ;
78 N 28 197 309 |-eeooeeee oo 608
132 fooooo o 28 212 823 | 696
380 226 42 272 396 35 115 1,466
500 213 61 239 633 147 215 2,007
693 208 140 290 626 167 209 2,332
894 245 211 334 1, 558 167 196 3, 604
883 264 238 406 2,676 167 158 4,791
876 239 275 445 3,770 147 139 5, 890
975 290 304 460 4,775 147 130 7,080
Annual increase or decrease (—) in amount held

Li1: 30 P I, 15 14 | et 88
248 226 14 60 73 35 115 771
120 -13 19 —33 237 112 100 541
193 ] 79 50 =7 20 —6 325
201 37 71 44 932 [occooos -13 1,272
—11 19 27 72 L,118 oo —38 1,187
-7 -25 37 39 1,094 —20 —19 1,099
99 50 29 15 1,005 [.ooo.____ -9 1,189

1 Includes exchange stabilization fund.
2 Detailed information on special issues held by Government agencies and trust funds appears on p. 64.

Nore.—Figures are rounded to nearest million and will not necessarily add to totals.
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As indicated in the table above, the details on special issues held
by Government agencies and trust funds at the end of each fiscal
year from 1932 to 1940, and a discussion of such issues appear on
page 64. Further details on Federal agency and trust fund holdings
of public debt and guaranteed securities as of June 30, 1940, appear in

the table that follows.:

Holdings of_publw debt securities and obligations guaranieed by the United Stales by
Government st funds and agencies, June 80, 1940 -

[In mllhons of do]]ars/ Par values]

Public debt securities

' : Total

Obli- \

Treasury bonds gations p&'e%]éc

—— - Other | BY8I- 1 gng

Trust fund or agency ublic | 8oteed | oo

- Special | Issues | Issues | Issues | Issues pdebt by the qgnte d

issues | matur- [ matur- | matur- { matur- . | United | 30V€e

ing ing ing ing sct%g; | States seﬁ““'

within | in 5 to [in10to | after les

5 years |10 years|20 yearsi20 years
Adjusted service certificate fund.._... b 5 I DRSSO FRISIPRI SRR PPN P PN 11
@CIVII service retirement and dis-

ability fund. ... __ 1311120 PR SR ISP SN SN AN 550

@ Federa] old-age and survivors insur-
ancetrust fund. ... ...
Individual Indian trust funds........

. Mutual mortgage insurance fund and
housing insurance fund........_...
-~ Postal Savings System.____.
~Railroad Retirement Account.
4 Unemployment trust fund. ... ... _.

Banks for cooperatives ... _____.____
F%deral Deposit Insurance Corpora-
1 (0] | H
Federal home loan banks__..._.
Federal intermediate credit banks.
Federal land banks..__..__..._.__._.
Federal Savings and Loan Insurance
Corporation. ... . _........__
Production credit corporations.__
Reconstruction Finance Corporation.
Other trust funds and corporations.___

Exchangé stabilization fund._.__..___

Total, trust funds and corpora-
L/ﬁtlon ........................

,“ﬁU 8. Government life insurance fund. |,

................ 12 40 6 16 1 85
56 ... 86 182 5 17 | . 346
________ ® 8 21 5 6 13 54
_______________________ 53 11 ) B DR, 75
________________ 3 48 29 4| 84
11 1 2 105 122
7 12 ). 1 20
8 O T 49
17| 6 e, ® 33
________________________ $T1 30 R IR IR 10
4,775 1| 413 1,392 135 86 277 | 7,080, =

1 Less then $500,000.

NotE.—Figures are rounded to nearest million and will not necessarily add to totals.

1269677 —41——9
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MARKET MOVEMENTS IN GOVERNMENT SECURITIES, 1932 TO 1940

Magor movements

On January 11, 1932, the yields of Treasury securities stood at the
highest level of the preceding eight years. Since that date, there has
been a more or less continuous decline in the yields of Treasury (and
other high grade) securities. The declining trend of yields of
Treasury securities in the period January 1932 to June 1940 was
interrupted by five major upswings (see chart 12). ‘
COMPARATIVE YIELDS OF AVERAGE OF ALL LONG-TERM TREASURY BONDS AND

AVERAGE OF 3-5 YEAR TREASURY NOTES, MONTHLY, JULY 1931 TO JUNE 1940
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CHART 12.

The first of these upswings was in March 1933, on the occasion of
the bank holiday. Another upswing in yields of almost equal mag-
nitude ! occurred during the period of monetary uncertainty at the
end of 1933. A third upswing occurred in the summer of 1934 and
appears to have been precipitated by the unsettlement in European
conditions following the assassination of Chancellor Engelbert Dollfuss
of Austria in July of that year. The yields of Treasury securities then
continued to decline until March 1937, when a sharp rise in yields
occurred immediately following the announcement of the second in-
crease in member bank reserve requirements made in accordance with

1 The monthly averages in the chart show higher yields for December 1933 than for the bank holiday month,
March 1933, although the daily figures for March 3, 1933, were appreciably higher than the yields on any
day in December 1933. ‘The reasons for this condition were the short duration of the bank holiday crisis
and the fact that there were no quotations for the period March 4 to 14, inclusive. When trading was
resumed on March 15, yields had decreased considerably. :
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the discretionary power given to the Board of Governors of the Federal
Reserve System by the Banking Act of 1935. The fifth major upward
movement of yields occurred at the time of the outbreak of war in
September 1939, carrying yields up sharply from the all-time low
levels of June 1939. Since September 1939 however, the trend of -
declining yields has continued.
Comparisons in the discussion above have been based on the yields -
rather than on the dollar prices of the securities. Prices move in-
versely to yields, i. e., the higher the price the lower the yield and con-
versely, so that during this period, 1932 to 1940, the decline in yields
has been reflected in a substantial rise in prices of outstanding securities.
Factors such as the amortization of price premiums on outstanding
issues as their maturity date approaches and the fact that new issues
are generally offered at par tend to distort data on prices. However,
by basing the discussion on yields, the influence of such technical
features is removed and does not cloud the discussion. Price data for
all Treasury bonds and notes outstanding on June 30, 1940, and for all
guaranteed securities outstanding on that date appear in the table on
page 782.
" As a result of the declining trends in yields, the Treasury has been’
able to issue securities with lower and lower coupon rates. The extent
of this lowering of rates is brought out in the table below which com-
pares the coupon rates carried by 10-12 year bonds, 12-14 year bonds,
and 5-year notes offered on successive dates since March 1931.

Coupon rales on new issues of Treasury bonds and notes of comparable malurities,
1931 to 1940

Bonds

Date of issue
10-12 years ( 12-14 years

Mar. 16, 1931
Sept. 15, 1932
Apr.16,1934__________
June 15, 1934
Sept. 16, 1935
Dec. 16, 1935 _______
Deec. 15 1936..._...

Sept. 15, 1938 .-
Dec. 15,1938__________
Dec. 22, 1939 ...
Mar. 15, 1940

Relationship between yields on long- and short-term securities

- While the yields of all classes of United States Government obliga-
tions have been decreasing, as noted above, there has also been a
decline of short-term yields relative to long-term yields. This move-
ment, which has been markedly accelerated within the past few years,
appears to have been in progress since the first World War. The
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resulting changes in the relationship between yields on short-term
obhgatlons and those on long-term securities are shown as of selected
dates, in chart 13 on page 111.

An important influence contributing to the present low level of
. short-term yields, as compared with the yields of longer maturities, is
the extreme demand for short maturities which has existed during the
greater part of the period since 1932. " This demand has come mainly
from banks and is very largely the result of the rapid growth in the
volume of excess reserves pressing for investment. This is shown by
the fact that the principal holders of short maturities in recent years
have been commercial banks. . As of June 30, 1940, insured commercial
banks held about 54 percent of the privately held marketable supply
of the public debt obligations maturing within five years.

Negative yuelds on short notes and bonds

Since 1932, prices in the market giving a negative yield to maturity
to the purchaser have become fairly common on Treasury notes and
bonds with short periods left to run. The reason for such negative
yields on the issues nearing their first call or maturity dates arises from
the value which the market has placed on these issues as potential
“rights”’ to subscribe to new securities which might be offered in ex-
change for the called or maturing issue. . On June 5, 1939, when prices
of Treasury bonds and notes were at all time hlgh levels, the seven
shortest issues of Treasury notes and two shortest issues of Treasury
bonds were selling at prices giving negative yields. On June 29,
1940, when prices were below their 1939 highs, there were five issues of
notes and two issues of bonds with prices giving negative yields to call
-or maturity date. (See table 50, p. 782.)

Premiums on Treasury bills

At various times in 1939 and 1940, the weekly offerings of three- -
month Treasury bills were allotted at prices in excess of par. Since
these bills are awarded on a discount basis and carry no coupon, there
was no return to the purchasers of these securities.- The principal
" reason for bids in excess of par on Treasury bills appears to  arise
from the increasingly large amount of uninvested funds of a short-term
nature seeking placement coupled with the fact that Treasury bills
like all other United States securities are fully exempt from property
taxes, and thus offer an inexpensive medium for the holding of liquid
funds that would otherwise be taxable. During the period under
review Treasury bills were granted no preferential rights of subsecrip-.
tion to new issues.
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YIELDS OF OBLIGATIONS OF THE UNITED STATES ON SELECTED DATES

Based on closing prices of bonds, notes, and certificates of indebtedness
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NoTE.—TFor callable issues, yields are computed to, and issues plotted as of, the earliest call date if the
issue is selling above par, and as of the final matunty date if the issue is sellmg below par.
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Movements of Treasury bond yields compared with movements of yields
of other high grade securities

From their high level in January 1932, the movement of the yields
of long-term Treasury bonds has been similar to that of other high
grade bonds. The average yield of Treasury bonds with twelve years
or more to earliest call date is compared with the average yield of high
grade corporate bonds and the average yleld of municipal bonds in
the chart that follows.

COMPARATIVE YIELDS OF AVERAGE OF ALL LONG-TERM TREASURY BONDS, AVER-

AGE OF HIGH GRADE CORPORATE BONDS, AND AVERAGE OF MUNICIPAL BONDS,
MONTHLY, JULY 1931 TO JUNE 1940
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CHART 14.

During the period since the beginning of 1932, the spread between
the yields of high grade corporate bonds and Treasury bonds and that
between the yields of municipal bonds and Treasury bonds have
tended to diminish. The lowest yield of Treasury bonds during the
period January 1932 to June 1940 was recorded in June 1939. High
grade corporate bonds yields reached a low in April 1940 and municipal

bonds in May 1940.
GENERAL FUND

The General Fund includes all moneys of the Government deposited
with and held by the Treasurer of the United States including the
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moneys covered into the Treasury which can be withdrawn only .in
pursuance of an appropriation by Congress. Every receipt of the
Treasury, from whatever source, and every expenditure, of whatever
nature, affect either the assets or liabilities, or both, of the General
Fund shown in the daily statement of the Treasury.  The total
amount of the assets over and above the total amount of the liabilities
represents the balance in the General Fund available to meet Govern-
ment expenditures for general, special, and trust accounts.

The. assets in the General Fund consist of gold, silver, currency,
coin, unclassified collection items, etc., and deposits to the credit of
the Treasurer of the United States and other Government officers, in
Federal Reserve Banks, special depositaries account of sales of Gov-
ernment securities, national and other bank depositaries, foreign
depositaries, and the treasury of the Philippine Islands.

The liabilities of the General Fund consist of outstanding Treas-
urer’s checks, deposits of certain Government officers composed of
balances to the credit of the Post Office Department, the Board of
Trustees, Postal Savings System, and postmasters, clerks of courts,

. disbursing officers, etc., and uncollected items, exchanges, etc.

During the fiscal year 1940 the Department has modified the policy
heretofore followed by it of including on page 1 of the daily Treasury
statement, as liabilities under the General Fund, balances in accounts
carried on the books of the Treasurer of the United States representing

* funds deposited with him for the payment of the principal of and
interest on obligations sold by governmental corporations and agencies.
Balances in these accounts amounting to $82,545,606.54 were trans-
ferred to the General Fund balance as of September 30, 1939, to be
held by the Treasurer of the United States for the redemption of
obligations of governmental corporations and agencies. Receipts and
expenditures in these accounts were thereafter included in the caption
“Transactions in checking accounts of governmental agencies (net),
etc.” on page 3 of the daily Treasury statement.

There was also transferred to the General Fund balance as of
September 30, 1939; an amount of $255,615.16, representing the
balance in the account previously shown as a liability against the
General Fund under the caption *‘ Redemption of national bank notes
(5 percent fund, lawful money).” This is also included in the caption
“Transactions in checking accounts of governmental agencies (net),
ete.” :

The effect of these transfers was to increase the working balance
and the balance in the General Fund by $82,801,221.70 on the date
of transfer. :

The balance in the General Fund is classified according to increment
on gold, seigniorage, and working balance.
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The net'change in the balance of the General Fund from the begin-
ning to the close of the fiscal year is accounted for as follows:

Analysis of the change in the General Fund balance between June 30, 1939, and
June 30, 1940

[On basis of dally Treasury statements (unrevised), see p. 583. For a description of accounts through which
Treasury transactions are effected, see p. 584

Ba]gxgﬁ June 30, 1939 . e U $2, 838, 225, 532. 52
Ordinary receipts:
Qeneral and special accounts...._. S 5,387,124, 669. 76
Trust accounts, increment on gold, ete___ . 2,076,537,744. 59
Net increase in gross public debt. o iiaiiicaeeas 2 527,998, 626. 57
Total funds available. ... il iricceaeaan 12 829, 886, 573. 44
Deduct:

Expenditures chargeable against ordinary receipts:
General and special accounts. - - $9,127,373, 806. 47

Less public debt retirements. . . 129, 184, 100. 00
: . ————————— §8, 998, 189, 706. 47
Trust accounts, increment on gold, ete_ ... ___._.____ 1,940, 953 725. 63
" Total expenditures (excluding retirements of public debt)_....___._..__.__ 10, 939, 143, 432. 10
Balance June 80, 1940 - i eieeane " 1,890, 743,141. 34

A comparative an%lysw of the assets and liabilities and the balance
of the General Fund is shown for the beginning and close of the
fiscal year in the table on page 784 of this report.

SECURITIES OWNED BY THE UNITED STATES AND PROPRIETARY

INTEREST IN GOVERNMENTAL CORPORATIONS AND CREDIT

" AGENCIES - s -
~ Securities owned

On June 30, 1940, the United States owned securities consisting of
capital stock, bonds, etc., of governmental corporations and agencies
and indebtedness to the Government by railroads, farmers, ship-
owners, and others, in the face amount of $3,031 millions; and obliga-
tions of foreign governments in the principal amount of $12,661 mil-
lions. A statement of the securities owned at the end of the fiscal
years 1933 to 1940 is shown in the table on page 790.

In accordance with the act approved February 24, 1938, the Secre-
tary of the Treasury canceled obligations of the Reconstructlon Fi-
nance Corporation during the fiscal year amounting to $14,105,200.46,
representing expenditures previously made by the Corporation as
shown in the following table: :

Reconstruction Finance Corporation:
Obligations canceled to June 30, 19839 _ oo eeeons $2, 711,952, 372. 57
Obligations canceled during the fiscal year 1940 on account of expenditures for—
Federal Housing Administrator (sec. 4 of National Housing Act).. $7,640, 306. 25
Stock of Disaster Loan Corporation (act approved Feb. 11,1937)_.. 6, 000 000. 00
Expenses of regional agricultural credit corporations (sec. 201 (e) of
Emergency Relief and Consttuctlon Act of 1932;-sec. 33 of Farm

Credit Act 0f 1987) ..o oo rmam e ccmmmtccccmccccelacaan 464,839.71
Relief (Federa] Emergency Rellef Actof1933) o . . 54. 50
. . —_— 14, 105, 200. 46

Total to June 30, 1940._.. e mmmm e ————— 2,726,057, 573. 03

The evidences of indebtedness and capital stock of various agencies
acquired by the Reconstruction Finance Corporation in connection
with the above disbursements were transferred to the Secretary of the
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Treasury as required by section 1 (b) of the act of February 24, 1938.
However, the Secretary of the Treasury assigned to the Secretary of
Agriculture on August 21, 1939, the capital stock of the Commodity
Credit Corporatlon under Executlve Order No. 8219, dated Aug. 7,
1939.

The obligations canceled under the authority of the act of February
24, 1938, represent expenditures previously made by the Reconstruc-
tion Finance Corporation for the following purposes:

Secretary of the Treasury: Amount
For capital of home loan banks (sec. 2 of Reconstruction Finance Corporation Act).. $124, 741, 000. 00
For capital of Home Owners’ L.oan Corporation (sec. 4 of Home Owners’ Loan Act
) e 200, 000, 000. 00

Land Bank Commissioner:
For loans to joint stock land banks (sec. 30 (a) of Emergency Farm Mortgage Act

OF 1088 - - oo e 2, 600, 000. 00
For loans to farmers (sec. 32 of Emergency Farm Mortgage Act of 1933 sec. 3 of Federal
Farm Mortgage Corporation Act) - - .o iian.s 145, 000, 000. 00
Federal Farm Mortgage Corporation—capital (sec. 3 of Federal Farm Mortgage Cor-
POTALION ACt) .o oo e eam 55, 000, 000. 00

Federal Housing Administrator (sec. 4 of National Housing Act)..... ... __ 81, 186, 380. 80
Governor of the Farm Credit Administration (sec. 5 of Farm Credit Act of 1933) 40, 500, 000. 00
Secretary of Agriculture’ (for crop loans) (sec. 2 of Reconstruction Finance Corporation

Act; act approved Feb. 4, 1933) _ . . e 115, 000, 000. 00
Stock of Commodity Credit Corporatlon (act approved Apr, 10, 1936) ..................__ 97, 000, 000. 00
Stock-of regional agricultural credit corpcrations (sec. 201 (e) of Emergency Relief and

Construction Act of 1932; sec. 84 of Farm Credit A.ct of 1933; sec. 33 of Farm Credit Act

of 1937) . - 17,500,000.00
Stock of Disaster Loan Corporation (act approved Feb. 11,1937) .. _._.___..._... 24, 000, 000. 00
‘Expenses of regional agricultural credit corporations (sec 201 (; mergen f
Ranc} Construction Act of 1932; see. 33 of Farm Credit Act of 1937) ... .. ... ... 17,401, 068, 14
elief:
1932: .
Governors of States. . i 280, 025, 143. 70

Municipalities, counties, etc. (sec. 1 (a)-(d) of Emergency Relief and Construc-
tion Act of 1932; séc. 1 (e) of Emergency Relief and Constructlon Act of 1932,

and any amendatory or supplementary legislation)_ . ... ... _....___...... 22,800, 623. 00
1933 (Federal Emergency Relief Act of 1933) - - ... ... o i iiiieaas 499, 999, 065. 72
1934 (first paragraph of title IT of Emergency Appropriation Act, fiscal year 1935).._.+ 500 000 000. 00

1935 (Emergency Relief Appropriation Act.of 1935) 500, 000 000. 00

Expense of 1932 relief advances.___________________ .- 126 871.85
Net interest paid on above. i ccmeeccmemem—aan 33, 177, 419.82
0] ) 2, 726,057, 573. 03

1 $426,660.21 has been repaid to thé Treasury.
2'$2,500,000.00 has been repaid to the Treasury.

Proprietary interest in governmental corporations and credit agencies

The statement of securities owned by the United States is based
upon the face or par amount of the securities held by the United
States. The amounts of assets behind the securities, however, may
be either greater or smaller than the face or par amount of the securi-
ties, as losses or gains from operation of the agencies have taken place
or as assets have been spent pursuant to congressional authorization.

In order to reflect the amount of the Government’s interest in
governmental corporations and credit agencies, the Treasury compiles
a ‘“Combined statement of assets and liabilities of governmental
corporations and credit agencies of the United States’, which is pub-
lished in the daily Treasury statement at the end of each month. This
statement shows the amount and classification of the assets and
liabilities of the various agencies, the privately owned proprietary
interest in such agencies, and the proprietary interest of the United
States. The statement as of June 30, 1940, appears on page 797, and
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a summary table of the Government’s proprietary interest in such
agencies as of June 30, 1929 to 1940, is contained on page 805 of this

report. :
MONETARY DEVELOPMENTS

Fiscal yeér 1940

On July 6, 1939, the President approved an act of Congress which
contained the following provisions:

(1) Extended until June 30, 1941, the powers relatlng to the
stabilization fund, which were granted to the Secretary of the Treasury
in section 10 of the Gold Reserve Act of 1934, as amended; - ‘

(2) Extended until Junle 30, 1941, certain powers of the President
with respect to gold and silver, which were granted to him in section
43, title 111, of the act approved May 12, 1933, as amended by section
12 of the Gold Reserve Act of 1934, as amcnded

(3) Directed the United States Mints to receive silver mlned subse-
quently to July 1, 1939, from natural deposits in the United States
or any place subject to the jurisdiction thereof, subject to regulations
prescribed by the Secretary of the Treasury, and requiring the Director
of the Mint to deduct and retain 45 per centum of such silver as

seigniorage and to deliver to the owner or depositor of such silver 55
~ per centum in standard silver dollars.

The effect of this last provision was to require the Treasury to
settle for domestic silver, mined after July 1, 1939, at a return to the
depositor of 71.11+ cents per ounce.

On July 25, 1939, the President issued a proclamation modifying
his proclamation of December 21, 1933, as modified. This action .
. extended until December 31, 1939, the period during which domestic
silver mined after December 21, 1933, and on or before July 1, 1939,
Inight be delivered to United States Mints,

On September 11, 1939, the Secretary of the Treasury stated that
the United States Government recognized the emergency conditions
that necessitated the setting up of a system of exchange control in
France, and in French territories overseas, and that the Tripartite
declaration continued in effect.

On April 16, 1940, the Treasury Department instructed collectors
of customs and others concerned that the ‘““official” rates for the
British pound sterling, the Canadian dollar, the Newfoundland
dollar, and the Australian pound were to be used in the collection of
estimated duties, the appraisement of merchandise, and the final
liquidation of duties, wherever the conversion of such currencies into
United States dollars was necessary for such purposes.

Copies of the act, proclamation, statement, and announcement
referred to above appear as exhibits beginning on page 445.
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The progress of conflict in Europe has led this Government to regu-
late certain transactions, in areas under its jurisdiction, involving
property in which certain foreign countries or their nationals have an
interest. - On April 10, 1940, an Executive order and implementing
Treasury regulations were issued providing that payments, transfers of
credit, foreign exchange transactions, the export or earmarking of
coin, bullion, or currency and other similar operations involving Danish
or Norwegian property would be subject to license by the Secretary of
the Treasury. On May 10, 1940, these provisions were extended to
include similar transactions involving the Netherlands, Belgium, and
Luxembourg; on June 17, they were extended to France.

Fiscal years 1933 to 1940

The profound economic disturbances of the years 1933 to 1940 had
their counterpart in the sphere of money. The United States had
to cope not only with the domestic monetary problems which arose
out of the depression, but also with monetary problems which grew
out of the developments in Europe and Asia.

. At the beginning of this period, the dominating influence on mone-

_ tary affairs was the world-wide economic and financial collapse. In
the industrial nations of the world, unemployment rose to an all
time high; and in the raw materials countries, exports and prices of
staple commodities fell at an unprecedented rate. In many parts of
the world domestic and international tensions mutually aggravated
each other. _

At the end of this period, the dominant influence on monetary and
general economic affairs was war. In the intervening period, the
governments of all the industrial countries increased the scope of
their economic activities. These measures differed in the various
countries but in general they were differentiated between recovery
based upon armament programs and recovery based upon reform and
an improved standard of living. Throughout the period the economic
and monetary policies of the Government of the United States were
dominated by its effort to increase the employment and raise the
general standard of living of the people. In contrast to the economic
pattern established in Europe, the United States defense program
became a major factor in economic policy only toward the end of
this period. '

Banking crisis-of 1933

The decline in economic activity which the United States began to
experience in the late summer of 1929 had, by March 1933, become an
economic collapse unparalleled in the history of this country. Be-
tween 1929 and 1932 the national income produced declined by more
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than 50 percent in terms of money, and by nearly 40 percent in terms
of goods and services. Industrial production as measured by the
revised index of the Board of Governors of the Federal Reserve
System (1935-39=100) fell from 110 for the year 1929 to 54 in March
1933. The Bureau of Labor Statistics index of wholesale prices
(1926=100) fell from 95 in 1929 to 60 in March 1933, and wholesale
prices of agricultural products fell from 105 to 43. Numerous bank
failures and suspensions in the months prior to March 1933, together
with widespread fear and distrust of the banking system, resulted in
hoarding which accentuated the crisis. By March 4, 1933, banks in
nearly all States were either closed or operating under restrictions.

To meet the unprecedented banking crisis confronting the country,
the President, on March 6, proclaimed a bank holiday for all banking
institutions located in the United States, its Territories and insular
possessions. All banking transactions were suspended except those
authorized under regulations issued by the Secretary of the Treasury
with the approval of the President. The Secretary of the Treasury,
during the period of suspended banking activity, issued regulations
allowing the more essential banking services to be performed, such as
- making change and carrying on transactions necessary to meet the
needs of the community for food relief of distress, and payment of
salaries and wages.

It was recognized that it was necessary not merely to reopen the
banks but also to strengthen the whole financial system of the country.
The Emergency Banking Act of March 9 was passed, allowing the
Federal Reserve Banks to issue additional currency and to make'loans
to member banks on additional types of assets, making it possible for
the banks which reopened to meet every legitimate call. The Federal
Reserve Banks were further empowered to make direct loans to cor-
porations, firms, and individuals on their notes secured by direct
obligations of the United States Government.

“To aid in the rehabilitation of the banks, Congress authorized the
Reconstruction Finance Corporation to purchase preferred stock or
capital notes of banks upon the request of the Secretary of the Treasury.
As a result of this Government aid, further details of which appear on
“page 268 of this report, many banks whose capital had previously been
inadequate or whose assets were frozen were enabled to survive and
become sound financial institutions.

On March 10 an Executive order was issued authorizing the Secre-
tary of the Treasury to permit any member of the Federal Reserve
System and any other banking institution organized under -the laws
of the United States to perform all of their usual banking functions,
except the making of gold payments and gold exports, currency with-
drawals for hoarding, and certain foreign exchange transactions In
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order to insure the reopening of only those banks that were in a sound
condition, it. was ordered that all banks obtain licenses to reopen.
These licenses were issued by the Federal Reserve Banks, with the
approval of the Secretary of the Treasury, in the case of member banks
and by the State supervisory authorities in the case of non-member -
banks. A discussion of the reopening of the banks appears on pages
263 to 264 of this report.

Soon after the reopening of the licensed banks a rapid return flow
of currency to the Federal Reserve Banks took place. With the return
of currency to the banks after their reopening and the later establish-
ment of the deposit insurance system, the banking crisis disappeared
and confidence in the ﬁnanclal institutions of the country was gradu-
ally restored.

In order further to strengthen the banking system and to safeguard
" the interests of depositors, the Banking Act of 1933, approved June
16, 1933, created a Federal Deposit Insurance Corporation to provide
a deposit insurance fund. Depositors’ accounts were insured up to
$2,500 under the provisions of this act. The insurance afforded to
each account was increased to $5,000 by the act of June 16, 1934.
The Banking Act of 1935 amended the original authority of the Cor-
poration and strengthened its supervisory powers. Participants in
the insurance plan included all membérs of the Federal Reserve
System and approved non-member banks.

Other important changes by the two banking acts included the
liberalization of the provisions for rediscounting by the Federal
Reserve Banks. The responsibilities of the Federal Reserve Board
were more clearly defined and more firmly. fixed, and the operations
of the Federal Reserve Banks and the member banks were freed from
restrictions which formerly prevented them from rendering effective
services during critical times. :

In addition to the banking powers of licensing and supervision
granted the Treasury during the bank crisis, some new and important
monetary powers were given by Congress to the President and to the
Secretary of the Treasury. Several of these, such as powers to issue
new United States notes and to provide for the unlimited coinage of
silver, have never been exercised.

Gold policy

One of the characteristics of the crisis of February-March 1933
was the drain of gold, both internal and external. The internal drain
was for hoarding; and the desire to hoard was in turn a product of the
fears and uncertainties generated by the severity of the depression
and the questions regarding the banking system. The external drain,
which appeared at the end of February, was in part a repatriation of
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foreign deposits and in part a flight of domestic capital. Decisive
action to prevent further depletion of the gold reserve was taken on
March 6, 1933, when the President ordered that no banking institu-
tion should, during the period of the bank holiday, pay out, export,
earmark, or permit the withdrawal or transfer in any manner, of any
‘gold or silver coin or bullion or currency, or take any action which
might facilitate the hoarding thereof. By Executive order of March
10, these restrictions on gold payments and exports were continued;
no gold was to be paid out except under hcense from the Secretary of
the Treasury.

The termination of the 1mmed1ate crisis which led to the bank
holiday, and the vigorous steps taken to restore and improve the
banking system, produced a return flow of gold and gold certificates
from the public to the Federal Reserve Banks. Between March 4
and March 31, $260 millions of gold coin and $370 millions of gold
certificates were returned to the Federal Reserve Banks and the
Treasury. By March 31, the total amount of gold and gold certifi-
cates outside the Treasury and the Federal Reserve Banks was
reduced to $760 millions, the lowest figure since 1923. Thereafter,
~ by Executive order issued on April 5, the President forbade the hoard-
ing of gold and gold certificates and all persons were required to
deliver to a Federal Reserve Bank or branch all gold, with certain
limitations, among which were included reasonable amounts for use
in 1ndustry and the arts and a maximum of $100 per person in gold
coin and certificates.

On April 19, 1933, the Secretary of the Treasury advised that untﬂ
further notice no further licenses would be granted for the export of
gold for the purpose of supporting the dollar in foreign exchange.
This was followed, on April 20, by an Executive order definitely pro-
hibiting the export of gold, with specified exceptions, including gold
previously earmarked for the account of foreign governments, foreign
central banks, and the Bank for International Settlements. With
these exceptions, the authority of the Secretary of the Treasury to
issue licenses for the export of gold was limited to such transactions as
he might deem necessary to promote the public interest and in respect
to these he was authorized to issue licenses only with the approval of
the President. The general objective of this order was, while keeping
control of our domestic monetary policy, to facilitate the adjustment
of international payments, to prevent speculation in the exchange
value of the dollar, and to prohibit transfers of funds which were not
the result of legitimate international business transactions.

The Executive orders of April 5 and April 20 were revoked on
August 28, 1933, when the President issued a new order containing
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more complete provisions with respect to the hoarding, export, and
earmarking of gold and to transactions in foreign exchange.

In the act of May 12, 1933, the President was authorized to reduce
the weight of the gold dollar by as much as 50 percent of its then
existing weight.

On June 5, 1933, in a resolution to assure uniform value to the coins
and currencies of the United States, gold clauses generally in both
public and private obligations were declared by Congress to be no
longer binding; dollar contracts, thereby, were made independent of
gold, and payment of the dollar amount of contract obligations rather
than the payment in gold was enforced.

On August 29, 1933, an Executive order was issued in effect per-
mitting producers of gold newly mined from natural deposits in the
United States to sell such gold on the world market by consigning it
for the purpose to the Secretary of the Treasury, the sales to be made
through the Federal Reserve Banks or other agents designated by the:
Secretary. ‘Transactions under this order continued for about 2
months. On October 25 the President issued an Executive order
revoking the order of August 29 and authorizing the Reconstruction
Finance Corporation to acquire gold and to dispose thereof. The
Corporation accordingly offered to take at an announced price, in
exchange for its own 90-day debentures, all gold newly mined in the
United States. The price of gold was raised daily, almost without
interruption, until the middle of November. From the middle of
November to the first of December there were five changes and only
one change thereafter until the weight of the gold dollar was reduced
on January 31, 1934. The Reconstruction Finance Corporation also
engaged in purchases of gold abroad. In all these transactions the
Federal Reserve Bank of New York acted as agent.

The Executive order of August 28, 1933, was supplemented by an
order of the Secretary of the Treasury, dated December 28, 1933,
which required all domestically held gold, with certain exceptions,
to be delivered for the account of the Treasurer of the United States.
This order did not contain the exception of the earlier order Wlth
respect to holdings of gold in amounts of less than $100.

The President issued an Executive order on January 15, 1934,
authorizing the mints and assay offices to receive gold on consignment
provided the gold had not been withheld unlawfully; and on the same
day the Secretary of the Treasury directed the mints and assay offices
to receive gold newly mined in the United States on consignment for
the Federal Reserve Bank of New York. The daily authorized prices
for which newly mined domestic gold was acquired under the above
orders are shown in the following table.
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Daily price quotationé for newly mined domestic gold in the United States from
Sept.. 8, 1933, to Jan. 31, 19341 :

[Per fine ounce)

Day of |, 3P~ Octo- | No- De- Janu- Day of Sep- | Octo- | No- De- | Janu-
mo%th tember| ber |vembercember| ary moﬂth tember | - ber |vember|cember| ary
1933 1933 1933 1933 1934 1933 1933 1933 1933 1934
................ $32.26 $33.56 |..._....| $34.45
($31.88 | 32.36 33.56 | $34.06 3445
32.12 3257 ... 34.06 ([ 19.._.__| 3164 | 20.18 (... ..__ 34.06 34.45
31.79 | 32.67 33.66 | 34.06 34.45
3155 ocoeao- 33.76 | 34.06 | ______
31.72 | 32.84 33.76 | 34.06 34,45
........ 31.20 |........ 33.76 | 34.06 34.45
........ 33.05 33.76 {._oo_.. 34.45
31.14 33.15 33.76 | 34.45
........ 31.26 | 33.20 ceee—o-| 34.06 34.45
30.91  33.32 33.76 | 34.06 34.45
................ 33.85 | 34.06 | _______
30.62 | 33.45 33.93 | 34.06 34.45
3 29.83 1 33.56 | 34.014__._____ || 30.__...| 31.46 | 31.96 |.._...__ 34.06 34.45
30.41 ... 33.56 | 34.01 | 34.06 (] 31 |-ioooaoo| 32,12 oo fiiaeaan 34.45
30.49 1 29.00 | 33.56

t Prices shown from Sept. 8 through Oct. 24, 1933, represent the price at which the Secretary of the Treas-
ury was authorized to sell newly mined domestic gold received on consignment under authority of Execu-
tive order of Aug. 29, 1933. Quotations from Oct, 25, 1933, through Jan. 15, 1934, represent the price fixed
for newly mined domestic gold by the Reconstruction Finance Corporationin consultation with the Secre-
tary of the Treasury and the President, which was offered in payment for notes of the Reconstruction
Finance Corporation, under authority of Executive order of Oct. 25,1933. (Thisorderrevoked the Executive
order of Aug. 29.) Quotations from Jan. 15 to Jan. 31, 1934, represent the price at which the Federal Reserve
Bank of New York as fiscal agent purchased newly mined domestic gold consigned to the mints and assay
offices. Payment for this gold when coined was made by the Treasury with a special issue of Treasury
bonds, series of Apr. 16, 1934. Under regulations issued by the Treasury Department on Jan. 31, 1934, the
mints are authorized to purchase newly mined domestic gold, unmelted scrap gold, and gold imported
into the United States after Jan. 30, 1934, at $35 less one-fourth of 1 percent and less mint charges.

The gold policy which was developed in 1933 was given more per-
manent form in the Gold Reserve Act, approved January 30, 1934,
By this act, title to all gold coin and gold bullion held by the Federal
Reserve Board, the Federal Reserve Banks, and Federal Reserve
Agents was vested in the United States Government. In exchange
for this gold, credits in equivalent dollar amounts payable in gold cer-
tificates were established in the United States Treasury and it was
provided that gold could be dealt with only as permitted by the Sec-
retary of the Treasury with the approval of the President. All gold
coins were to be withdrawn from circulation and, together with all
other gold owned by the United States, formed into bars. The Sec-
retary of the Treasury was authorized to buy or sell gold, as an opera-
tion of the General Fund of the Treasury, at such rates and upon
such terms and conditions as he deemed most advantageous to the
public interest. - The authority contained in the act of May 12, 1933,
permitting the President to fix the weight of the gold dollar at not
less than 50 percent of its then legal weight, was made more specific
by the provision that the weight of the gold dollar should be fixed at
not more than 60 percent and not less than 50 percent ofits previous
weight. ‘

- The Gold Reserve Act also authorized the Secretary of the Treasury
to deal in gold and foreign exchange and such other instruments of
credit and securities as he might deem necessary for the purpose of
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stablhzmg the exchange value of the dollar. A stabilization fund of
two billion dollars was established for this purpose out of the incre-
ment resulting from the reduction in weight of the gold dollar.

On January 31, 1934, the President issued a proclamation fixing
the weight of the gold dollar at 15%, grains of gold, 0.900 fine. This
action constituted a reduction of the gold in the dollar to 59.06. per-
cent of the former content, and gave to gold a monetary value of $35
a fine ounce. The price of gold in foreign markets had gradually risen
to this level in relation to the dollar by January 31, 1934. On-the
same day, the Secretary of the Treasury issued a statement providing
for the sale of gold for export whenever the United States exchange
rates with gold standard countries reached the gold export point.
Provision was thus made for gold to perform its essential function, in
the settlement of international balances.

The departure from the traditional gold standard in the spring of
1933 made 1t possible to protect the domestic price structure from the
influence of depreciated foreign currencies. It tended to increase
the prices of internationally traded commodities, including the major
farm exports, and to facilitate industrial exports. For these reasons,
the decrease in the gold content of the dollar was an adjunct to a
domestic policy of economic expansion.

Under the Gold Reserve Act of 1934 and its 1mplement1ng Treasury
regulations, all imported gold and gold from domestic sources are, with
certain exceptions, sold to the Government. Payment for gold.pur-
chased by the Government is usually made by check drawn upon the
Treasurer of the United States and paid out of the General Fund of
the Treasury, specifically out of the Treasurer’s deposit account with
a Federal Reserve Bank. The current procedure is to replenish the
cash assets in the General Fund by the issuance of gold certificates or
gold certificate credits to the Federal Reserve Banks against the gold
acquired, the amount of which is credited to the Treasurer’s deposit
account with those banks. As a result, current purchases of gold
involve neither an addition to the interest-bearing public debt nor any
use of tax receipts. Thus, gold acquisitions are financed solely by
the issuance of gold certificates or gold certificate credits to the full
monetary value of gold acquired. :

Current acquisitions of gold have tended to increase the supply of
money and have augmented the reserves of commercial banks. Ex-
cept to the extent that the proceeds from the sale of gold to the United
States by foreign central banks and governments are held in the form
of balances at the Federal Reserve Banks, the deposit liabilities of
commercial banks are increased by an amount approximately equal to
the value of the gold acquired by the Government. The increase in
deposits held by the public resulting from the sale of gold to the Gov-

269677—41——10
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ernment is accompanied by an almost equal increase in the reserves of
commercial banks held in the form of deposits with the Federal Re-
serve Banks. Inasmuch as only a part of such additional reserves are
required by law to be held against their additional deposit liabilities,
the remainder serves to increase their “excess reserves.”

For a period of 16 months, between December 1936 and April 1938,
a different procedure was followed with regard to gold acquisitions.
On December 22, 1936, the Secretary of the Treasury announced that
gold acquisitions would thereafter be segregated in an inactive account -
and that gold certificates or gold certificate credits would not be
issued. Insofar as the Treasury needed to replenish its balances at
the Federal Reserve Banks, drawn upon in the purchase of gold,
additional Treasury public debt obligations would be sold. There-
fore, gold acquisitions under this arrangement did not expand total
bank reserves but did add to the public debt. This was the so-called
“sterilization” policy.

The sterilization policy was undertaken in conjunction with the
Federal Reserve Board’s actions to reduce the volume of excess
reserves. In December 1936 the total reserves of member banks of
" the Federal Reserve System had reached a new high of $6.8 billions,
of which. $2.2 billions constituted excess -reserves. ‘As matters -
developed, the banking system still retained a substantial amount
of excess reserves throughout the period of the inactive gold account.

On February 14, 1938, the Secretary of the Treasury announced
that gold acquired by the mints and assay offices after January 1,
1938, would be included in the inactive gold account only to the
extent that such acquisitions in any one quarter exceeded $100
millions.” On April 19, 1938, the Secretary of the Treasury announced
that the inactive gold account had been discontinued. During this
period approximately $1,391 millions had accumulated in the account,
which was credited to the Treasurer’s deposit account with the
Federal Reserve Banks through the issuance of gold certificates or
- gold certificate credits. As the funds so credited ‘were paid out by
. the Treasury, bank reserves were increased accordingly.

By June 30, 1940, the gold stock of the United States had amounted
to almost $20 billions. About two-thirds of this gold had been
imported into the United States in the 6% years since the adoption
of the Gold Reserve Act.

Of the causes of this enormous gold inflow since the beginning of
1934, capital inflow has been the most important. The whole world
has preferred to hold capital in dollars; the uncertainty prevailing
abroad and the comparative security and profitability of American
investments and the strength of the dollar are sufficient explanations

- of this preference. In addition to the capital inflow, the United
States had had a favorable current balance of payments for goods
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and services, and this has been especmlly 1mportant since the last
quarter of 1937.

For reasons which have beén given at some length in a letter of
March 22, 1939, from the Secretary of the Treasury to Senator
Robert F. Wagner, the Treasury has judged that it would be unwise
to take drastic steps to reduce the gold inflow. In answer to the
question, “Why. doesn’t the Treasury stop buying gold?’’, the Sec-
retary stated:

“A simple way of stopping gold from coming into the United States
would be for the Treasury to announce to the world that we will not
buy any more gold for the time being. But, such a step, taken uni-

"laterally, would have disastrous effects on our economy. It would
disrupt the foreign exchanges and gold bullion markets and would
very soon cause such drastic disturbances in international trade and
even in the domestic spherc as seriously to impede the recovery of

 business. '

“Present relationships among the various leading currencies would
be upset. The dollar probably would appreciate immediately in terms
of other leading curréncies.. At present, when the demand for dollar
exchange increases, foreigners need only obtain gold (either at home
or on the London market), ship it here and obtain dollars in exchange.
Thus an increased demand for dollar exchange relative to the supply
is met. If, however, this means of securing dollar exchange were
removed, dollars would rise in value indefinitely in terms of other
currencies. While it is impossible to know in advance what rates of
exchange would finally emerge, we can be certain of at least one thing—
that no country would benefit from the ensuing international mone-
tary disruption.

“Were the United States, moreover, to declare a complete embargo
on gold imports, it might deal a serious blow to the value of gold as
a monetary medium. (Such action coming at a period when there
was discussion of the possibility of world over-abundance of gold
might have repercussions which would disturb the public’s confidence
in the value of gold.) The leading gold producing areas would be
hard hit and some might even be involved in a major economic crisis.

“A closely related question that has frequently been asked is:
‘Should not the price of gold be reduced? Is not $35 an ounce too
high a price for gold?” Possibly the simplest way to answer this
question is to examine the consequences that would ensue from an
increase in the gold content of the dollar (or, to phrase it another way,
from a decrease in the monetary value of gold).

“A reduction by Congress in the monetary value of gold would
probably not be as calamitous as a complete embargo. It would
limit the extent of possible depreciation of gold (or appreciation of the:
dollar in terms of foreign currencies) and the psychological disturbance
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caused by the change would not be as potent, yet it would have dis-
advantages serious enough to render resort to any such action most
unwise. If the reduction made in.the price of gold were small, our
trade and service balance would not be much affected over the next
year or so, nor would the inflow of capital cease. Once the drop in
the price of gold was regarded by the rest of the world as definitive,
the subsequent effect on capital imports would be virtually nil. Our
securities would continue to be bought for the same reasons that they
are bought now and dollar balances en foreign account would also
continue to increase for the same reasons that they are increasing
now. But, were a small decline in the price of gold to be regarded by ,
numerous domestic and foreign investors and’exchange speculators
as being but the first of a series of drops, the result might well be to
attract more, not less, funds to the United States, and to intensify the
inflow of gold—the very thing it is designed to check. Speculators
would rush to buy dollars and hold them here in anticipation of the
next appreciation. Thus the effect on capital movements, both
long-term and short-term, might more than offset the effect on trade

_and service items; instead of getting less gold we would find ourselves
getting more.

“On the other hand, were the monetary value of gold to be cut with
“one stroke substantially, and definitely—say, for example, to $25 an
ounce—the effect would be quite different from that described above.
Such a step might reduce the volume of gold imports and perhaps give
rise to an outflow of large dimensions; but, the economic effects on
our economy of the change in the foreign exchange value of the dollar
would be little short of disastrous. The 40 percent increase in the
price of American currencies to foreigners would constitute a severe
handicap upon our exports. OQur exports play a role in the level of
business activity much in excess of the magnitudes involved and so
great an appreciation of our currency in terms of other currencies
would be bound to curtail our exports seriously. In the past 6 months
the dollar has apprecmted in terms of other leadlng currencies by
some 5 percent and price movements in the various countries have
not been such as to offset this competitive disadvantage to us. The
appreciation of the dollar has not been due to a change in the dollar
price for gold but rather to a depreciation of foreign currencies in
terms of gold. You will note that our exports during January 1939
were more than 40 percent less than they were in January 1938.
Although it is too soon to evaluate the full significance of the decline,
1t is not unreasonable to assume that the less favorable position of
the dollar in terms of other currency (i. e., higher prices of foreign
currencies in terms of gold) contributed to the drop in exports.
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“Our 1mp0r‘os on the other hand would, in the event of a reduction
in the price of gold.to $25 an ounce, be 30 percent cheaper. Our
‘domestic producers would then be exposed to greatly sharpened com-
petition in the American market from foreign producers both because
- the prices in dollars of imports would be less, and - also because the

numerous ad valorem duties would constitute smaller protection.

“Foreigners would have a greater advantage in this market but
unfortunately even this would be of dubious value to them. The
ability of Americans to buy goods, whether imports or domestic goods,
depends chiefly upon the state of business activity here. It is chiefly
for that reason that our imports during the recession of 1938 dropped -
to almost one-half and that our imports began to increase in the fall
of 1938. Thus, though the sharp appreciation of the dollar would
make foreign goods cheaper in this country, our imports might
actually be less than during the previous period and instead of bene-
fiting the rest of the world we would be hurting world business as well
as our own. ,

“Judging from past experience we could not expect the prices of
domestic commodities and services to move either at home or abroad
with sufficient rapidity to adjust quickly and fully to any substantial
alteration in exchange rates. For many months, perhaps for years,
the economic position of large groups of American producers, including
farmers, would be worsened and there would be widespread unem-
ployment. The combined effect on our domestic economy of a sharp
drop in exports and of increasing competition in the domestic market
would be keenly felt. Domestic prices would -begin to fall. Many
corporations would suffer loss of business and profits. In times such
as the present these short-run effects—and by short-run we mean
from a few months to several years—are of paramount importance.
To brush aside, as some are prone to do, these short-run effects on the
ground that in the long-run appropriate adjustments will take place -
is to ignore the unstable world in which we live and the real problems
which confront us from day to day.

“Moreover, were we to reduce the price of gold and were it to result
in an outflow of gold there is no reason to believe that the countries
who most need gold would get it. - On the contrary, were gold to leave
the United States it would probably find a resting place in the very
countries whose currencies would for the moment appear most secure.
Certainly no gold would flow to Latin American countries in any sub-
stantial amount, nor would the Far East or the Balkans obtain more
gold. The loss of gold by the United States would not correct the
serious maldistribution.. It would rather operate only to take away

" some from the United States which has too much and to add it to the
holdings of other countries which likewise have too much.



128 REPORT OF THE SECRETARY OF THE TREASURY

.“Thus we are confronted with the fact that though we should like
‘to receive less gold and even to get rid of substantial amounts of the
gold we already have, there is, under the existing circumstances, no
acceptable alternative to the policy we have been pursuing. In the
case of all the proposals we have examined, the remedy has always
been worse than the disease. The best way to reduce our gold inflow
on commodity and service account is for us to have full recovery so
- that our imports will rise more rapidly than our exports.”

At the present time, the only satisfactory way in which the inflow -
of gold can be reversed is through the return of peace and the removal -
of severe and arbitrary restrictions that impede the expansion of
international trade and the restoration of world-wide economic
recovery. ’ '

Increment on gold

Under the provisions of the President’s proclamation of January 31,
1934, issued pursuant to section 43, title III of the act approved May
12, 1933, as amended by section 12 of the Gold Reserve Act of 1934,
approved January 30, 1934, the weight of the gold dollar was reduced
from 25.8 grains of gold 0.900 fine to 15%; grains 0.900 fine. Thus,
the value of 1 ounce of pure gold (480 grains) was increased from
$20.671834+ to $35.

The amount of gold held in the gold account when the books were
closed at 3 o’clock January 31, 1934, on the basis of daily Treasury
statements was $4,034,867,780.67. The Treasury also held in the
General Fund on that date $30,623,145 in gold coin which had been
purchased under the provisions of section 734 of title 31, United States
Code, at a cost of $49,502,356.94. The gold held at the close of busi-
ness January 31, 1934, together with certain other gold acquired on
February 1, 1934, was revalued at $35 an ounce and is reflected in the .
- daily Treasury statement of February 1, 1934, at $7,018,263,925.70,
resulting in an increment of $2,805,512,060.87. Increment subse-
quently arising from acquisitions of gold up to June 30, 1940, amounted
to $12,040,968.68, making the total to that date $2,817,553,029.55.

Five allocations or appropriations have been made from the incre-
ment on gold. The act of January 30, 1934, authorized the establish-
ment in the Treasury of a stabilization fund to be operated under the
exclusive control of the Secretary of the Treasury with the approval
of the President, and appropriated the sum of $2,000,000,000 out of
the increment resulting from the reduction in the weight of the gold
dollar. This fund was established as of April 27, 1934, by a deposit
of $2,000,000,000 with the Treasurer of the United States, which
deposit was reflected on the daily Treasury statement as a charge
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against the increment on gold. A statement of the assets and liabil-
ities of this fund is contained in the table on page 789. o

Under the provisions of the act of June 19, 1934, the Secretary of
the Treasury was authorized to make payments to each of the Fed-
eral Reserve Banks not to exceed such portion of the sum of $139,-
299,557 as was represented by the amount paid by each Federal
Reserve Bank for stock of the Federal Deposit Insurance Corpora-
tion. The payments thus made to the Federal Reserve Banks were
to enable them to make industrial loans and advances. The act
provided that the amoéunts thus expended by the Secretary of the
Treasury should be paid out of the miscellaneous receipts created by
the increment resulting from the reduction of the weight of the gold
dollar. o ‘ :

In another act of Colngress also dated June 19, 1934, the Secretary
.of the Treasury was authorized and directed “when the funds therefor
are made available, to establish on the books of the Treasury a credit
in favor of the Treasurﬁr of the Philippine Islands for $23,862,750.78,
being an amount equal to the increase in value (resulting from the
reduction of the weight of the gold dollar) of the gold equivalent at
the opening of business on January 31, 1934, of the balances main-
tained at that time in banks in the continental United States by the
Government of the Philippine Islands for its gold standard fund and
its Treasury certiﬁca‘oe‘fund less the interest received by it on such
balances.” The act authorized the appropriation of the amounts
necessary for this purpose out of the receipts covered into the
Treasury by virtue of the reduction in the weight of the gold dollar.
However, no money has been appropriated by Congress for carrying
this act of June 19, 1934, into effect.

Another act of June 19, 1934, appropriated out of the amount
covered into the Treasury as a result of the reduction in the weight of
the gold dollar an amount ‘“sufficient to cover the difference between.
the value of gold as carried in the general account of the Treasurer of
the United States and the value of such gold after melting and refining
thereof pursuant to the provisions of the Gold Reserve Act of 1934.”
There has been reserved for this purpose the sum of $2,175,121.93,
of which $1,841,763.29 had been expended up to June 30, 1940.

On June 28, 1935, the Secretary of the Treasury directed that the
balance of the increment as of that date resulting from the reduction
in the weight of the gold dollar, not appropriated or authorized to be
appropriated, be used it connection with the redemption of national
bank notes as they are presented for redemption and retirement.

The following statement shows the allocations of the gold incre-
‘ment, charges, and balahces of allocations as of June 30, 1940.
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Allocation of and charges against tncrement resulting from the reduction in the weight
of the gold dollar, and unexpended balances, as of June 30, 1940

Allocation of in- | Charges against Ungi&eg?:ﬂol?al.

crement increment cated increment

Exchange stabilization fund .. ._____.._.__.__. $2, 000, 000, 000. 00 |  $2, 000, 000, 000.00 |._.._.._._.o_.._._
Payments to Federal Reserve Banks for in- :

dustrialloans____.__ . ________ ... ... 139, 299, 556. 99 27, 546,310.97 | - $111, 753, 246. 02

Philippine currency reserve.__._. 23,862,750.78 | ... . 23, 862, 750. 78

Melting losses on gold coin. ... __ 2,175,121.93 1, 841,763, 29 333, 358. 64

Retirement of national bank notes. 645, 387, 965. 45 645,387,965.45 |. o oo oc.o...

Unassigned. .. ..o ool 6,827,634.40 ... . .. ______.__. 6, 827, 634. 40

2,817, 553, 029. 55 2,674,776,039. 71 142,776, 989. 84

The unexpended balance of the increment on gold amounting to
$142, 776, 989. 84 is segregated in the balance in the General Fund of
the Treasury, as shown on the Daily Statement of the United States
Treasury. '

A summary by years of the transactions in allocations from the
gold increment to June 30, 1940, follows.

Gold increment and charges against such increment, fiscal years 1934 to 1 940

Disposition of increment

v Gold fa)}:!lgantsl Ba}ancef
ear i 0 Federa i i at close 0
! increment | qyopnisation | Reserve l1(:/Ieltmg Rtgtlrement T year
fund Banks for | 10sses on [of national otal
industrial gold coin | bank notes
loans
$2, 811, 375, 757($2, 000, 000, 000{ - . . - - oo |oeoonecoocormaceoeo $2, 000, 000, 000{$811, 375, 757
- , 738,020 $20, 931,857\ $675, 122| $91,415,660] 113,022, 629| 700, 091, 147
784, 465 5,614,454) 791, 846| 397,422,480 403, 828, 780| 297, 046, 832
1,676, 188 875,000| 333,154| 99,573,791 100,781, 944| 197,941,076
1,094, 843 . 125, 000 34,679 51,478,740 51,638, 418| 147, 397, 500
481,3990 . . feaeeiaaos 2,388 5,497,305 5,499,694| 142,379, 205

............ 4,575 ... ... 4, 574| 142, 776, 990
Total..| 2,817, 553,029 2, 000,000,000, 27,546,311| 1,841,763 645,387, 965 2,674,776, 040

NotE.—Figures are rounded to nearest dollar and will not necessarily add to totals.
Silver policy

In December 1932 the price of silver fell to the lowest point in his-
tory, 24.6 cents per ounce. The annual average price over the preced-
ing two decades had shown the following movement: -

Average price of silver during selected years, 1911 to 1932

Price {cents
per ounce)

Price (cents

Calendar year per ounce)

Calendar year

BT

Lwroom
[EERIENTY
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Many factors contributed to this drastic fall in the price of silver.
In the first place, the high price of silver and the depreciation of some
currencies during the war years and immediately thereafter made the
bullion in many silver coins more valuable than the coins themselves.
To prevent the unauthorized melting down of their silver coins for
use as bullion, and also to provide additional seigniorage, many coun-
tries diminished the silver content of their coins, thus reducing their
demand for silver and adding substantially to the supplies on the
market. Between 1914 and 1929, more than 30 countries—including
Great Britain, France, and Germany—decreased the fine metal content
of their silver coins. Paper money and metals other than silver (par-
ticularly nickel, bronze, and copper) were substituted extensively for
silver coins. In the 5 years following 1926, the Indian Government
.disposed of over 130 million ounces, and this in turn led to extensive
sales by other Asiatic countries. y

During the post-war decade, the output of newly mined silver was
increased by almost 40 percent from an average of 185 million ounces
for the years 1916 to 1920, to an average of 255 million ounces for the
years 1926 to 1930. One of the reasons for this increased supply was
the increases in the production of those metals—copper, lead, and
zinc—of which silver is a byproduct. With the onset of depression,
the price of silver was further depressed by the declining industrial
demand for silver. :

Action to raise the price of silver was taken in the early months of
1933. Title III of the act of May 12, 1933, authorized the accept-
ance, during the ensuing 6 months, of silver tendered by foreign
governments in payment of indebtedness due to the United States
Government, the silver to be valued at not in excess of 50 cents per
ounce. The title also authorized the President to fix the weight of
the silver dollar as well as the gold dollar and to provide for the
unlimited coinage of silver.

Further, the United States delegation at the London Monetary and
Economic Conference secured the passage (on July 20, 1933) of a reso-
lution pledging the 66 governments represented at the conference to
refrain from further debasement of silver coins and to encourage the
substitution of silver coins for currency of small denominations and
an agreement among certain governments to purchase specified
amounts of silver from the mine production of such countries.

In compliance with this agreement the President, on December 21,
1933, issued a proclamation directing the mints of the United States
to receive for coinage into silver dollars all silver mined from natural
deposits in the United States subsequent to the issuance of that
proclamation. Fifty percent of the monetary value of the silver so
received was to be deducted as seigniorage and the remainder to be.

~
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returned in standard silver dollars. The monetary value of silver
being $1.29- per fine ounce, newly mined domestic silver was bought
by the mints under this proclamation at 64.64- cents per fine ounce.
Under subsequent amendments to that proclamation, newly mined
domestic silver was bought at 71.11+ cents from April 9, 1935,
‘to- April 23,1935, at 77.57+ cents from April 23, 1935, to December 31,
1937, at 64.64+ cents from December 31, 1937, to July 1, 1939,
Since July 1, 1939, such silver has been bought at 71.11-4 cents, as
directed by the act of July 6, 1939. Section 12 of the Gold Reserve
Act of 1934 made it possible for the Treasury to pay for its domestic
silver acquisitions with silver certificates instead of silver dollars.
Silver certificates or silver dollars have been issued in an amount
equal to the cost of such acquisitions.

Further steps to carry forward the silver policy were authorized by
the Silver Purchase Act, approved June 19, 1934. In this act it was
declared to be the policy of the United States that the proportion of
silver to gold in the monetary stocks of the United States be increased
with the ultimate objective of having and maintaining one-fourth of
the monetary value of such stocks in silver. So long as the proportion
of silver in the stock of gold and silver is less than one-fourth, the See-
retary of the Treasuryis directed to purchase silver, at such times and
upon such terms and conditions as he may deem reasonable and in the
public interest, but at a price not to exceed its monetary value. The
Secretary of the Treasury is required to issue silver certificates in a
face amount of not less than the cost of all silver purchased under the
act, but it is left to his discretion whether further silver certificates
shall be issued against the difference between the cost of silver pur-
‘chased and its monetary value. Foreign silver has been purchased in
the market under the authority of this act at prices which have aver-
aged approximately 51 cents per ounce. '

Domestic silver stocks other than newly mined were dealt with in
“the Executive order of August 9, 1934, issued under powers contained:
in the Silver Purchase Act of 1934. The order required that all
silver situated in the continental United States, with certain stipu-
lated exemptions, be delivered to the United States mints within 90
days. For silver so received the United States mints were instructed
to return to the depositor an amount equal to 50.01 cents per fine
ounce. This order was revoked on April 28, 1938, together with other
Executive and Treasury orders regulating the holding, 1mp0rt and
export of silver.

Under these legislative authorizations, the Treasury has purchased
over 2,350 million ounces of silver from the beginning of 1934 to the
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end of June 1940. However, in spite of these extensive purchases,
the objective stated in the Silver Purchase Act of 1934 has not been
reached. At the time of the enactment of the Silver Purchase Act,
additional purchases of about 1,400 million ounces would have sufficed
to achieve the desired ratio. Since then, almost 1 billion ounces more
than this have been acquired without getting much closer to this
ratio because of the increase in the gold stock.

The table that follows shows the silver acquired from January 1,
1934, to June 30, 1940, by specified classifications. The second fol-
lowing table shows the composition of the silver monetary stock.

dee? acquired January 1, 1984, to June 30, 1940, by calendar years and by specified
classzﬁcatwns

[In millions of ounces or dollars}

Ng;vllggsm&icn?d Nationalized ? Foreign 3 Total

Calendar year

Ounces | Dollars | Ounces | Dollars | Ounces | Dollars | Ounces | Dollars

172.5 86.5 304.9 155.9
494.4 | - - 318.2| ' 534.3 346.5
27,9+ 150.3 333.4 197.9
241. 5 108.7 312.2 163.4
355. 4 156.9 417.1 109.1
282.8 120. 5 343.3 160. 4

83.1 30.9 114.7 -53.4

1 Acquired at 64.644 cents per fine ounce until Apr, 9, 1935; at 71.114 cents from Apr. 10 until Apr. 23,
1935; at 77.574 cents from Apr. 24, 1935, to Dec. 31, 1937; at 64.64- cents from Jan. 1, 1938, to July 1, 1939;
and at 71.11+4 cents since July 1, 1939.

2 Acquired at 50.01 cents per fine ounce. Executive proclamation of Aug. 9, 1934, révoked Apr. 28, 1938.

3 Acquired at various prices averaging approximately 51 cents per fine ounce.

Components of the silver monetary stock, Dec. 81, 1934 to 1939, and June 30, 1940

[In millions of dollars]

Silver held in Treasury )
Silver outside

Securixfaig silver cer- In General Fund * Treasury .’]I‘Otal .
tificates ! silver &
End of calendar year $1.20 per
i ounce
Sitver. | Silver | Subsigi- | BWOD | Bulion | silver | Subsidi-
bullion | dollars |ary coin? coinage 2 at cost | dollarst |arycoin?
211.6 508. 4 4.2 8.8 89.3 35.2 | 305.3 1,279.7
576.9 508.7 | 4.2 2 262.7 38.4 323.5 1,970.1
775.9 505.7 5.7 .3 347.7 41.3 350.4 2,402.3
938.8 -508.7 5.4 [imeen . 428.6 43.3 366.9 2,806.5
L 1,137.6 502.7 3.6 .2 535.3 44.4 372.8 3,346.8
1,298.2 499.0 5.3 ccoemaa. 616.0 48.1 394.1 3,790.2
1,3563.2 . 408.1 3.6 .8 643.3 49.0 398.6 3,939.6

1Valued at $1.294 per ounce.
2 Valued at $1.38-- per ounce.
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Seigniorage on silver

Seigniorage arises from three principal sources: (1) As-a result of
the revaluation of silver bullion from its cost value to its monetary
value ($1.294 per fine troy ounce) when such silver is set aside and
held as security for silver certificates; (2) as a result of the coinage of
silver dollars and subsidiary silver coin; and (3) as the result of the
coinage of minor coins (nickels and cents).

The Silver Purchase Act authorized and directed the Secretary to
issue silver certificates to a face amount of not less than the cost of the
silver purchased under the act and provided for a reserve in silver
bullion or standard silver dollars to be maintained of a monetary
value equal to the face amount of silver certificates outstanding.
Following the passage of this act the procedure in connection with
revaluing silver bullion to be held as security for silver certificates
has been to revalue a sufficient number of ounces thereof at the mone-
tary value of $1.29- per fine ounce to equal the total cost of the silver
acquired, and to issue silver certificates in like face amount against
the revalued silver. The difference between the cost of the actual
number of ounces of silver revalued and its value at the monetary
rate represents seigniorage. The silver that remains and is'not used
to secure silver certificates is carried at cost in the General Fund.

Beginning with October 16, 1934, the amount of seigniorage result-
ing from the revaluation of silver acquired under the Silver Purchase

"Act of June 19, 1934, and under the proclamation of August 9, 1934, -
was reported by the Treasury in its daily statement under the heading ' -

of “Trust funds, increment on gold, etc.,” and the accumulated bal-
ance was segregated in thé General Fund of the Treasury. By this
procedure the seigniorage profit has been set apart from other funds
available for current expenditures of the Government. The amount
of seigniorage profits accumulated and segregated in the General Fund
was $585 millions. .

The amount of the seigniorage profits resulting from the revaluation
of silver bullion, other than that acquired under the Silver Purchase
Act of 1934 and under the proclamation of August 9, 1934, is covered
_into the Treasury as miscellaneous receipts and is reflected in the
working balance of the General Fund.

The amounts of seigniorage received from all sources from July 1,
1932, to June 30, 1940, are shown by years in the table that follows.
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Seigniorage on silver, by sources, fiscal years 1988 to 1940

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583]

Newly mined silver Silver National- Sub-

ized silver, | Miscel- | Sidiary

Purchase ’ silver

Year Proclama- | Actof | Acyor | Drodlama- | lameous | %,pq | Total
tion Dec. | July 6, 1934 PTINE minor
21, 1933 1939 4 coins

0.9 0.9

.5 .5

9.0 1981

13.6 | 215.1

29.1 88.7

151 126.0

6.2 113.0

25.0 92.8

99.3 | 835.1

1 Under $50,000.
Nore.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

International monetary cooperation

The social and economic difficulties of the World War and the
succeeding decade imposed tremendous strains on the international
gold standard. After the war the problem of transfer arising from
reparations and war debts, and the reestablishment of numerous
currencies on a gold basis, entailed many difficulties. The increasing
rigidity of price structures, and the unemployment which accom-
panied the uneven deflation of prices, made it hard for some countries.
to adhere to the gold parities which they had selected for their cur-
rencies. After 1928, international long-term investments tended to
decline and short-term capital tended to move in increasing volume
from country to country in search of security. The depression which
"began in 1929 increased the strains on the system of international
exchange and during the depression most countries either had to, or
chose to, depart from the fixed gold parities of their currencies. When
the United Kingdom abandoned the fixed gold value for sterling. in
September 1931, there was inaugurated a period of changing inter-
national exchange rates.

Since March 1933, the policy of the United States with respect to
the international monetary situation has rested upon two basic
premises: First, that the calamitous depression which the country
was experiencing at that time demanded, before all else, vigorous
and independent domestic monetary action; and, second, that after
this country was well on the way to domestic recovery. the United
States would be in a better position to promote monetary stability
and the expansion of international trade and investment, through
cooperation with other nations.

The preceding sections have described the monetary measures which
were taken principally in recognition of the first premise, insofar as
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the Treasury Department was directly concerned in them. The
measures taken in recognition of the second follow.

In June 1933, & World Monetary and Economic Conference met
in London, with the purpose of reaching an agreement on the stabili-
zation of currencies. It was at this time that the United States
Government was trying to stimulate recovery by bringing about a
rise in the domestic price level. Accordingly, President Roosevelt -
in his message to the Conference defined the monetary aims as follows:
“Let me be frank in saying that the United States seeks the kind of
dollar which a generation hence will have the same purchasing and
debt-paying power as the dollar value we hope to attain in the near
future. That objective means more to the good of other nations than
a.fixed ratio for a month or two in terms of the pound or franc.” The
independent determination of the monetary policy of the United
States was upheld, not in a spirit of national selfishness, but rather
with the judgment that the reconstruction of the national monetary
system and the further progress of recovery were indispensable pre-
requisites for the success of international cooperation.

The period of active and continuous international monetary coopera-
tion began with the Tripartite Accord of September 1936. For some
time, the French Government had experienced great difficulty in
maintaining the gold value of the franc, and France was now deter-
mined to restore equilibrium in her balance of payments and to
relieve the downward pressure on the French price level through
devaluation.

It seemed then of the highest importance to the future of orderly
international exchange relationships that this French devaluation
should not set off a chain of competitive depreciations on the part of
other countries. Accordingly, the Government of the United States
and the British Government expressed their concurrence in the deci-
sion of the French Government to readjust its currency, and the three
governments joined in a Tripartite Accord to promote order in inter-
national monetary relationships. - This accord was announced on
September 25, 1936.

To implement this policy of exchange cooperation, the Secretary of
the Treasury announced on October 13, 1936, that the United States
would henceforth sell gold to the exchange stabilization funds of those
countries which agreed to reciprocate. On the same day, the French
and British Governments announced that they had taken the necessary
measures for providing the monetary authorities of the other members
of the Tripartite Accord with similar facilities. These arrangements
were necessary because stabilization operations would result in accum-
ulation of foreign exchange by the participating funds and the several
governments desired to be able to convert this foreign exchange into
gold at agreed-upon prices rather than continue to bear exchange risks.
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On November 24, 1936, Belgium, the Netherlands, and Switzeriand
indicated their adherence to the principles of the Tripartite Accord,
and these countries were added to the list of those to which the
United States would sell gold. '

The hope that the Tripartite Accord would lead to a more satis-

factory and permanent organization of international monetary re-
lationships has not been realized because of the subsequent political
and economic developments. In the years before the outbreak of
war, however, the aceord proved that cooperation among stabilization
funds can have definite value. The stabilization funds, working to-
gether, can iron out short-term fluctuations and prevent speculative
drives from producing erratic exchange movements. The funds can
also, in cooperation, facilitate orderly readjustment of a currency to a
lower level and prevent explosive movements from carrying exchange
rates below the level deliberately sought. But nothing in exchange
cooperation, as conceived in this agreement, can prevent fundamental
economic changes from exerting their full force on exchange relation-
ships; such cooperation is no substitute for the correction of funda-
mental maladjustments.

The progress of the conflict in. Europe has led this Government to
regulate certain transactions in areas under our jurisdiction involving
property in which certain foreign countries or their nationals have an
interest. A discussion of foreign funds control will be found on pages
161 and 318. The exigencies of war have led to the extension of ec-
onomic and monetary restrictions in many neutral as well as belligerent
countries. The complete disruption of normal international relations
will add greatly to the dlﬁicult problem of monetary reconstruction
after the war.

REVENUE LEGISLATION

Fiscal year 1940

Revenue legislation enacted in the fiscal year 1940 included the
Social Security Act Amendments of 1939, the Revenue Act-of 1940,
the act altering the profits-limitation provisions with respect to naval
vessels and Army and Na,vy aircraft, and other acts enumerated below :
A brief résumé of the major laws follows

Social Security Act Amendments of 1939

Title VI of the Social Security Act Amendments of 1939 (herein-
after referred to as ‘“the Amendments”) approved August 10, 1939,
contains amendments to the Internal Revenue Code; and Title IX,
Miscellaneous Provisions, includes further amendments to the Code
and changes in those parts of the social security laws which became
codified.
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Before the enactment of the Amendments, the Code provided that
the rates of the taxes on employees and employers (under sections
1400 and 1410 of the Code) were to increase on January 1, 1940, from
1 percent of the wages to 1% percent, with a further increase of ¥
percent at the end of each 3-year period thereafter, until the maximum
rate of 3 percent was reached in 1949. Under the Amendments the
increase scheduled for January 1, 1940, was eliminated and it was
provided that there should be no increase in the rates until 1943,
Then the rates are to be 2 percent for the years 1943, 1944, and 1945,
21 percent for the years 1946, 1947, and 1948, and 3 percent for the
years 1949 and thereafter.

The definitions applicable in the case of both the old-age insurance
and the unemployment compensation taxes are amended in certain
respects. Among the changes the services of fishermen, in general,
are excluded from ‘“employment”’ for the purposes of the old-age
insurance taxes; and service on an American vessel is included in
“employment”’ for the purposes of the old-age insurance tax. ‘‘Agri-
‘cultural labor”’ is defined in detail. In the case of the old-age insur-
ance taxes, the term “employment’” was revised to include service by
individuals attaining the age of 65, beginning January 1, 1939,

There is an amendment making it clear that an ernployer engaged
in foreign commerce is on the same basis, as respects the authority .
of a State to require payments into an unemployment fund, as
employers engaged in interstate commerce. Authority is conferred
on State legislatures to require instrumentalities of the United States,
such as national banks, to comply with State unemployment com-
pensation laws. Instrumentalities wholly owned by the United
States or exempt from the Federal unemployment compensation tax
are excepted. This authority is made conditional on nondiscrimina-
tory treatment of such instrumentalities by the State and certification
of the State law under section 1603, Internal Revenue Code.

The Amendments contain provisions designed to facilitate adjust-
ments of overpayment and underpayment of employees’ and em-
ployers’ tax and to allow refunds in cases where an employee has
been taxed on wages in excess of $3,000 by reason of having served
two or more employers during the taxable years and receiving
aggregate wages of more than $3,000. In addition, wages under the
unemployment tax provisions were. to include remuneration only up
to $3,000, effective January 1, 1940, whereas all remunelatlon was
covered hitherto.

Employers are required to furnish each employee with a written
statement or receipt showing the wages paid to the employee and the
tax imposed by section 1400 of the Code with respect to such wages,
such receipt to cover one or more quarters of the calendar year.
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The conditions of granting a credit against the Federal unemploy-
ment compensation tax for contributions paid by a taxpayer to an
unemployment fund under & State-law are considerably liberalizec .

Extensions of time of as much as 90 days, instead of 60 days, for
filing returns of the unemployment compensation taxes are author-
ized. :

There are miscellaneous provisions clearing up problems of inter-
pretation which had arisen under the Social Security Act and afford-

ing relief in various cases of hardship.

Revenue Act of 1940

The Revenue Act of 1940, approved June 25, 1940, consists of four
titles. Title I changes the income tax rates for taxable years begin-
nmg after December 31, 1939, as follows: (1) Surtaxes on surtax net
incomes in excess of $6,000 and not in excess of $100,000. are in-
creased (see exhibit 34A on page 457); (2) the rate of tax on incomes
of domestic corporations is increased 1 percent above the prior exist-
ing rates; (3) a non-resident alien is taxed on dividends, interest, and
other fixed or determinable periodical income at 15 percent instead
of 10 percent, except where treaty provisions fix a lower rate; if his
gross income amounts to more than $24,000, he is subject to full nor-
mal tax and surtax at the increased rates on income of the type
described; (4) foreign corporations having an office or place of busi-
ness in the United States are subject to a rate of 19 percent in lieu -
of 18 percent under prior existing law; (5) the rate of tax on the fixed
or determinable periodical income from United States sources of
foreign corporations not engaged in a trade or business in the United
States, or not having an office or place of business therein, remains at
15 percent, but dividends, which were formerly taxed at 10 percent,
are now taxed at 15 percent, except where treaty obligations require
otherwise.

The personal exemptions for income tax purposes are reduced from
$2,500 to $2,000 in the case of married persons and heads of families
and from $1,000 to $800 in the case of single persons. Returns are
required of every individual taxpayer having a gross income equal to
his personal exemption; of every estate having a gross income of $800
" or over; and of every trust having a gross income of $800 or more or
a net income $100 or more.

Title IT makes certain temporary changes which are ‘oo be effective
for five years. All Federal taxes are increased, generally by 10 per-
cent, except (1) those of a regulatory nature, (2) excise taxes on im-
ports, (3) taxes levied under the social security program, (4) taxes on
communication facilities, and (5) taxes on tobacco and tobacco. prod-
ucts, other than on cigarettes. The increased taxes made under title

269677—41——11
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IT are designated as ‘“defense taxes” and the revenué raised thereby
will be applied to retirement of the National Defense Series of obli-
- gations authorized by title III.

The income tax payable by individuals or corporations including
the surtax on personal holding companies is increased by 10 percent
for taxable years beginning after December 31, 1939, and before Jan-
uary 1, 1945. In the case of an individual taxpayer whose income
tax, computed without regard to the defense tax provisions, amounts
to more than 50 percent of his net income, it is provided that his
defense tax will not amount to more than 10 percent of his net income
remaining after deduction of his income tax computed without regard
to the defense tax provisions.

The rates of the excess-profits, capltal stock, estate, and gift taxes
and of the excise tax on transfers to avoid income tax are increased
by 10 percent, effective for the following periods: In the case of the
excess-profits tax, for any taxable year ending after June 30, 1940,
and before July 1, 1945; capital stock tax, for the year ending June
30, 1940, and for the 4 succeeding years ending June 30; estate tax,
from the date of enactment of the Revenue Act of 1940 to the expira-
tion of 5 years thereafter; gift tax, for the calendar years 1940 to
1945, both inclusive, the increase to affect only gifts made after the
date of enactment of the act; transfers to avoid income tax, from the
date of enactment of the act up to July 1, 1945.

The rates of tax on cigarettes, distilled spirits, beer, and wines are
increased, and floor stocks taxes equal to the difference between the
old and new rate are imposed with respect to all of thosé products
except wines. The floor stocks taxes on distilled spirits and cigarettes
are applicable to retailers as-well as to manufacturers and wholesalers,
except that stocks of spirits of 100 gallons or less held on exclusively
retail premises are exempt; the floor stocks tax on beer is not appli-
cable to retailers.

The act provides that the temporary import and excise duties which
were to expire or have their rates reduced in 1941 are not to expire
or have their rates reduced until 1945. The rates of miscellaneous
excise taxes are increased, in amounts indicated by the table included
as exhibit 34 B on page 458. The exemption from the admissions tax
is reduced to 20 cents for the period from July 1, 1940, to June 30,
1945, after which time admissions of $3 or less will be exempt.

Provision is made for inc¢reasing the amount of credit against the
automobile tax on account of taxes previously paid on tires and tubes.
The credit is increased to 2% and 3% percent with respect to vehlcles
sold after June 30, 1940, and before July 1, 1945.

Title III amended the Second Liberty Bond Act, as amended to
authorize the issuance of $4 billions of public debt obligations Wlth
maturities not exceeding 5 years, to be designated ‘“National Defense
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Series.”” It also provides for the creation of a special fund into which
is to be paid revenue estimated to be attributable to the increases in
taxes made, and to the floor stocks taxes imposed, by title II. Such
fund is to be available only for the retirement of the National Defense
Series obligations.

Title IV amends the Public Salary Tax Act of 1939 with respect to
income taxes on compensation received prior to January 1, 1939, for
personal service as a State officer or employee, which compensation
was paid directly or indirectly by the Federal Government. The
amendment provides that if the tax on such compensation is paid with
interest on or before March 15, 1941, no criminal penalty shall be im-
posed, and no addition to tax under sections 291 or 293 of the Internal
Revenue Code shall be made, on account of the failure to make a re-
turn of such income or to pay the tax on it at the time when such
return or payment was due. '

Government contracts for navel vessels and aircraft

Public No. 671, “An act to expedite national defense, and for other
purposes,” was approved June 28, 1940. Under the provisions of
title I of this act contractors for the construction of naval vessels and
Army or Navy aircraft are required to agree to pay into the Treasury
profit on such contracts in excess of 8 percent of the contract prices.
Profits in excess of 8.7 percent of the cost of performing such contracts
are deemed to be profits in excess of 8 percent of the contract price.
Formerly profits of 10 percent were allowed in the case of naval vessels
and 12 percent in the case of Army and Navy aircraft. The con-
tractor must further agree to make no subcontract in connection with
construction of such vessels and aircraft unless the subecontractor
agrees to the same profit-limiting conditions. The new profit-limiting
provisions apply after the date of the enactment of the act and for the
duration of the emergency proclaimed by the President on September
8, 1939. The act also exempts contracts or subcontracts where the
award is less than $25,000 from any profit-limiting provisions. For-
merly contracts and subcontracts where the award was less than
$10,000 were exempt from the provisions limiting profits. '

It is also provided that the cost of additional equipment and facili-
ties necessary to the performance of contracts for the construction of
naval vessels and Army and Navy aircraft during the emergency may
be charged against the contracts. Any part of the cost thus charged
against the contract goes to reduce the contract price for the purposes
of the profit-limiting provisions. The Secretary of the Navy or Secre-
tary of War, as the case may be, is to certify to the Commissioner of
Internal Revenue the necessity and cost of such additional plant and
equipment and the part of such cost to be charged against the contract.
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Such certification is subject to regulations prescribed by the President,
but is binding on the Commissioner unless he makes formal objection
to the Secretary who made the certification within 5 days after receipt
of the certification. A copy of title I of this act appears as exhibit 35
on page 458. .

Other revenue legislation

Other laws affecting the internal revenue are as follows:

Public No. 165, July 6, 1939, to extend the time within which the -

powers relating to the stabilization fund and the alteration of

the weight of the gold dollar may be exercised. Section 4 (b)

exempts from tax the transfers of silver.delivered to mints for
coinage; see p. 455.

Public. No. 242, July 28, 1939, to amend the Bankruptcy Act
with respect to railroads. Chapter XV, article VI, protects
the Government’s claims for taxes and customs duties from
railroads whose affairs are adjusted under chapter XV, exempts
from stamp tax the issuance and transfer of securities in carry-
ing out a plan of adjustment, and provides that no income
taxable under a Federal or State law shall be deemed to have
been realized by reason of cancelation of a petitioner’s in-
debtedness. ‘

Public No. 259, Aug. 4, 1939, amending the Merchant Marine
and Shipping Acts to provide, among other things, for the
nonrecognition of gain, for income tax purposes, on the transfer
of an obsolete vessel to the Maritime Commission in return
for an allowance for the construction of a new vessel, and to
provide for the basis of such new vessel.

Public No. 264, Aug. 4, 1939, to authorize the Commissioner of
Internal Revenue to make certain allowances for losses by
leakage and evaporation upon withdrawal of packages of
brandy or fruit spirits under certain conditions.

Public No. 300, Aug. 7, 1939, to amend the act providing for the
complete independence of the Philippine Islands, etc., relative
to the export tax on articles shipped from the Philippines to
the United States.

Public No. 334, Aug. 7, 1939, amending section 2857 of the
Internal Revenue Code relative to books of rectifiers and Whole—
sale ldealels

Public! No. 400, Aug. 11, 1939, to provide for the refund or credit
of the internal revenue tax paid on spirits. lost or rendered
unmarketable by reason of the floods of 1936 and 1937, where
such spirits were in the possession of the original taxpayer or
rectifier for bottling or use in rectification under Government
supervision as provided by law and regulations.



REPORT OF THE SECRETARY OF THE TREASURY 143

Public Res. No. 61, April 12, 1940, extending the foreign trade
agreement program for a further period of 3 years from June
12, 1940.

Public Res. No. 81, June 11, 1940, providing for a more uniform
coverage under the Railroad Retirement Acts of 1935 and 1937,
the Carriers Taxing Act of 1937, and subsection B of chapter
9 of the Internal Revenue Code.

Public No. 654, June 24, 1940, to amend sections 2803 (¢) and
2903 of the Internal Revenue Code, relative to unused stamps,
etc.

Public No. 655, approved June 24, 1940, amends section 3030 (a)
of the Internal Revenue Code, eliminating the tax on brandy
and wine spirits used in the fortification of wine and substitut-
ing therefor an increase in the rates of tax on fortified wines.
(See exhibit 36 on page 463.)

Fiscal years 1933 to 1940

Important revenue legislation was enacted during each of the
fiscal years 1933 through 1940. The first important revenue measure
enacted during this period was contained in the National Industrial
Recovery Act, approved June 16, 1933. This was followed by the
Revenue Acts of 1934, 1935, 1936, 1937, 1938, 1939, and 1940. Taxes
were also levied for special purposes under more than twenty other
acts, some of which were subsequently amended. A discussion of the
revenue acts and of the major laws enacted from 1933 to 1939 which
affect Federal revenues will be found in the article beginning on page
7. The details of the taxes imposed by these acts and other laws
enacted since 1933, together with similar data for the period 1913
through 1932, appear in the exhibit beginning on page 466.

The general laws of the United States and parts of such laws relating

exclusively to internal revenue in force on January 2, 1939, were
~ codified and enacted into the Internal Revenue Code, approved Febru-
ary 10,1939. Thisisthefirst codification asabsolute law of the Federal
statutes relating to the internal revenue since the Revised Statutes
of the United States approved June 22, 1874. It supersedes, by
repealing effective February 11, 1939, all laws codified therein to the
extent that they related to internal revenue, with appropriate savings
clauses to preserve accrued liabilities and necessary enforcement
machinery. ' ‘

ESTIMATES OF RECEIPTS

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to Congress estimates of the public reve-
nue for the current fiscal year and for the fiscal year next ensuing
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(Public No. 129, February 26, 1907).'[5 These estimates are now made
in December of each year.

Inasmuch as the tax revenue from practically every major source
is directly dependent, although in varying degree, upon businéss con-
ditions during the period in respect of which the taxes are levied, it
is necessary to forecast the general business situation for a period
ending approximately 18 months later. - This forecast is based upon
the analysis of a wide variety of financial and other economic data
and includes a forecast of the direction and the magnitude of the
movements of industrial production, profits, security and commodity
prices, employment, pay rolls, and other components of business
activity. In view of the well-recognized uncertainty involved in
forecasting the various phases of business activity, accentuated this
year by the international situation, such forecasts, and the concomi-
tant estimates of future revenues, may be revised from time to time
to take account of changed economic conditions.

Upon these business forecasts depend the estimates of the aggre-
gate amounts of corporation and individual incomes as well as the
distribution of such incomes among various income classes, and the
volume of consumption of commodities upon which taxes are levied.
Consideration must be given to the fact that changes in the various
indicators of business activity are not reflected immediately or in
direct proportion in the various sources of revenue. Thus, in periods
of rising business activity profits and taxable incomes rise more than
proportionately to the increase in the volume of business because of
the relative inflexibility of certain costs. In addition, consideration
is given to the fact that the increase in the amount of income tax col-
lections which will result from a given increase in individual incomes
is accentuated under a progressive rate schedule because not only is
the individual taxpayer’s income greater but also the taxpayer pays
a larger percentage of the higher income as income tax.

Changes in business conditions, in the amounts of income, and in
the volume of consumption and importation of commodities are
reflected more immediately in the receipts from some taxes than from
others because of the variation in the method of collection of the
taxes. For example, many of the miscellaneous internal revenue
taxes are collected each month on the tax liabilities of the previous
‘month. However, collections from taxes such as the,estate and gift
taxes and the tax under the Federal Unemployment Tax Act, formerly
title IX of the Social Security Act, are made upon liabilities of a much
earlier period and therefore do not respond as promptly to changes in
general business conditions.

The lag between the time income is received by taxpayers and the
time of receipt of income taxes based upon such incomes is particu-
larly important in its effect upon total tax receipts in any given year.
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Thus, in general, the changes in incomes in the calendar year 1940
will not be reflected in income tax receipts until the income tax
returns are filed on or before March 15, 1941. Because of the privi-
lege of making quarterly installment payments of these tax liabilities,
the collections will be received throughout the calendar year 1941,
thus falling into the receipts of the fiscal years 1941 and 1942. Hence
the estimated current income tax receipts, both corporation and indi-
vidual, for the fiscal year 1941 are made up partly from payments on
calendar year 1939 incomes and partly from payments on calendar
year 1940 incomes. Similarly, fiscal year 1942 estimates of income
tax receipts include payments based upon the incomes of each of the
calendar years 1940 and 1941.

The revenue estimates in the table on page 147 contain an
adjustment which has been made in total receipts to reflect the
changes brought about by the recent amendments to the Social
Security Act. There has been created on the books of the Treasury
the ‘“Federal old-age and survivors insurance trust fund,” to which
was transferred on January 1, 1940, the amounts standing to the
credit of the old-age reserve account. For the fiscal year 1941 and
each subsequent fiscal year there is appropriated to the fund an amount
equivalent to 100 percent of the.taxes received under the Federal
Insurance Contributions Act, with the proviso that the estimated
administrative expenses of the Treasury and the Social Security Board
with respect to the collection of taxes and the payments from the fund
shall be repaid to the Treasury. In order to show the amount of
revenue applicable to the general expenditures of the Government
there has been deducted from total receipts a sum equivalent to the
net appropriation to the Federal old-age and survivors insurance trust
fund. For comparable purposes there has been deducted from total
receipts in the fiscal year 1940 the amounts transferred to the old-age
reserve account and to the Federal old-age and survivors insurance
trust fund. The detailed analysis set forth below is based on total
revenues and receipts and not on the net amount after adjustment.

Total revenues and receipts, general and special accounts, are esti-

-mated (on daily Treasury statement basis, unrevised) in the amounts
of $7,653 millions for the fiscal year 1941 and $8,972 millions for the
fiscal year 1942. The estimated amount of total receipts in the fiscal
year 1941 represents an increase of $1,728 millions over total receipts
of $5,925 millions in the fiscal year 1940, while the estimated amount
of total receipts in the fiscal year 1942 represents an increase of $1,319
millions over the estimated total receipts for the fiscal year 1941.

Estimated receipts in the fiscal years 1941 and 1942 and actual
receipts in the fiscal year 1940 are presentéd in summary form in the
table on page 147. A ‘more detailed tabulation of receipts and

_estimates is shown in table 23 beginning on page 696.
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Fiscal year 1941

Total recéipts in general and special accounts in the fiscal year 1941
are estimated at $7,653 millions. This total is $1,728 millions above
" actual total receipts of $5,925 millions in the fiscal year 1940. Net
receipts—total receipts less the net appropriation for the Federal
old-age and survivors insurance trust fund—are estimated at $7,013
millions, an increase of $1,626 millions over the comparable figure for
the fiscal year 1940. The percentage distribution of total receipts is
shown in the following table:

Percentage distribution of total revenues and recetpts in the fiscal years 1940 and 1941

. Actual | Estimated
Source 1940 1941

Internal revenue:

INCOme $aXeS . - oo oo et 35.9 39.9
Miscellaneous internal Fevenue taXes - - oo oot o e oo - 39.6 37.5

- Employment CaXes - - oo e 14.0 11.7

. Total internal reVenUe. ... oo 89.5 89.1
Railroad Unemployment Insurance Act. P, .1 .1
CUSb OIS . L L ol 5.9 3.9
Miscellaneous revenues and receipts. - ... .. .45 6.9
T WO PN 100. 0 100.0

Each broad class of revenue with the exception of customs con-
tributes to the estimated increase in the fiscal year 1941 over the
fiscal year 1940. The principal increases come in income taxes and
miscellaneous internal revenue. The increases are due both to in--
creasing business activity and new tax legislation. The customs
estimate is lowered because of the effect of the war on international
trade.

Income taxes.—Receipts from income taxes are estimated at $3,055
millions, an increase of $930 millions over actual receipts in the fiscal
year 1940. Collections of current corporation and current individual
income taxes in the fiscal year 1941 are derived from tax liabilities
established in the calendar years 1939 and 1940, whereas fiscal year
1940 receipts depend upon the income levels of the calendar years
1938 and 1939. As the calendar year 1939 is common to both fiscal
years, the increase in fiscal year 1941 receipts is attributable to a
combination of (1) higher income levels estimated for the calendar
year 1940 as compared to the calendar year 1938, and (2) the in-
creased rates applicable to calendar year 1940 incomes because of
‘changes in the law.
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Actual receipts in the fiscal year 1940 and estimated receipts in the fiscal years 1941

and 1942

[In millions of dollars]

Esti-

Esti-
General and special accounts A{:groal mated | mated
1941 1942
1. Internal revenue:
(1) Income taxes: -
Corporation, current. ... ... o ... . 1,443.0 2,092.0
Individual, current.. | 1,222.0 1,604.0
Back income.._.._ 255.0 260.0
Excess-profits tax.__.. 106.0 522.0
Declared value excess- proﬁts 24.0 29.0
Unjust enrichment tax. . ... . . ... 5.0 2.5
Total income taxes (collection basis).. .. ... ... 2,129.6 | 3,055.0 4,509. 5
Adjustment to daily Treasury staternent basis (unrevised). —4.3 ||
Total income taxes (daily Treasury statement basis (un- .
TeViSed) ) oo e 2,125.3 | 3,055.0 4,509.5
(2) Miscellaneous internal revenue:
Capital stock taX. ooooouo e . 132.7 166.8 193.4
Estate tax._. - 330.9 317.3 341.7
Gift tax...__ . 29.2 31.3 32.8
Liquor taxes..._.__ ... ... 624.1 810.5 839.5
‘Tobaceo taxes. ... ... 608. 1 691.9 716.6
Stamp taxes..... 38.7 36.2 40.0
Manufacturers’ excise taxes. 446.7 623.5 666. 4
Miscellaneous taxes 149.3 193.4 198.9
Total miscellaneous internal revenue (collection basis)...| 2,359.6 | 2,871.0 3,020.3
Adjustment to daily Treasury statement basis (unrevised). =150 |- .
Total miscellaneous internal revenue (daily Treasury
statement basis (unrevised)).... .. ... 2,344.6 | 2,871.0 3,029.3
(3) Employment taxes:
Taxes on employment by other than carriers:
Federal Insurance Contributions Aet... 604.7 667.5 725.3
Federal Unemployment Tax Act 107.5 88.4 91.1
Total. . ciiieean 712.2 755.9 816.4
% Taxes on carriers and their employees (chap. 9, subchap. B
of the Internal Revenue Code) 121.0 135.3 144.9
Total employment taxes (daily Treasury statement basis
(unrevised)) ..o - oo 833.2 891.2 961.3
Total internal revenue (daily Treasury statement basis
(unrevised)) ..o oo oo oooo 5,303.1 | 6,817.2 8,500.1
2. Railroad Unemployment Insurance Act (daily Treasury statement
basis (unrevised)) 4.9 6.8 7.2
3. Customs (daily Treasury statement basis (unrevised)) . 348.6 302.0 295.0
4, Miscellaneous revenues and receipts (daily Treasury statement basis
(UNTEVISEA) ) oo me oo o oo el 268. 2 527.2 . 169. 4
Total receipts, general and special accounts (daily Treasury statement
basis (unrevised)) .. el 5,024.8 | 7,653.2 8,971.7
Deduct: X 5 N
Net appropriation for Federal old-age and survivors insurance
trust fund ! representing an amount equal to taxes collected
and deposited under the Federal Insurance Contributions Act,
less reimbursement to General Fund for administrative expenses. 537.7 640.3 | 696.3
Net receipts, general and special accounts (daily Treasury
statement basis (unrevised)) ..o oo o oioocioaao. 53871 7,012.9 8,275.4

1 Formerly old-age reserve account.

NotE.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.
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-Current corporation income taxes are estimated to be $1,443 mil-
lions, an increase of $485 millions, or 51 percent over actual receipts
in the fiscal year 1940. The two revenue acts passed in 1940 increased
the corporation rate from the prevailing 16%-19 percent rates of
the 1938 act to 22.1 percent plus a defense tax of 1.9 percent of net
income for corporations with net incomes in excess of $25,000. The
graduated rates of small corporations were increased 1 percent plus a
defense tax of 10 percent of the basic tax by the Revenue Act of 1940,
approved June 25, 1940. The increase due to these tax increases is
offset to a minor extent by the allowance of a two-year loss carryover
(only one year of which is effective in the ¢alendar year 1940) and the
full deduction against ordinary income of long-term capital losses, both
provisions being part of the Revenue Act of 1939, but effective for the
first time in the calendar year 1940. '

Current individual income tax collections are estimated at $1,222
millions, an increase of $330 millions, or 37 percent over the actual
collections of the previous fiscal year. The Revenue Act of 1940 de-
creased personal exemptions by 20 percent, increased surtax rates on
incomes from $6,000 to $100,000 and added a defense tax of 10 percent
of the basic tax or net income after the basic tax, whichever is less.
The Public Salary Tax Act which eliminated exemption of State and
local governmental employees’ salaries from Federal taxation was
effective for years beginning after December 31, 1938. The fiscal
year 1941 is the first year in which a full year’s collections from this
additional tax base will be received. N

Back corporation and individual income taxes which reflect collec-
tions of delinquent liabilities of past years are estimated at $255
millions, an increase of $2 millions over the fiscal year 1940.

Initial collections of the corporation excess-profits tax to be received
in the fiscal year 1941, representing only partial collections of calendar
year 1940 liabilities, are estimated to be $106 millions.

The excess-profits tax, part of the Second Revenue Act of 1940,
levies graduated rates from 25 percent on adjusted excess-profits net
incomes of less than $20,000, to. 50 percent on adjusted excess-profits
net incomes in excess of $500,000. Adjusted excess-profits net income
is the difference between the excess-profits net income of the taxable
year and the excess-profits credit plus $5,000. The excess-profits
credit may be either (a) 8 percent of invested capital of the taxable
year, or (b) 95 percent of the average base period (1936-1939) net
income plus 8 percent of net capital additions or minus 6 percent of -
net capital reductions in the taxable year. In determining the average
base period income, one deficit year may be treated as zero.

Declared value excess-profits tax collections are estimated to amount
to $24 millions, an increase of $6 millions over the ‘preceding year.
As in the case of the income tax, the increase is due to higher business
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levels estimated in the calendar year 1940 as compared to the calendar
year 1938. The defense tax of 10 percent of the tax rate formerly in
effect also contributes to the increase.

Unjust enrichment taxes, which are currently back taxes principally
based on liabilities incurred in the calendar year 1936, are estimated to
decrease from $9 millions in the fiscal year 1940 to $5 millions, as the
outstanding claims for these taxes have been decreased by collections.

Miscéellaneous internal revenue—Total miscellaneous internal reve-
nue receipts are estimated at $2,871 millions, a total of $526 millions
above actual receipts in the fiscal year 1940. Most of the major
sources of revenue in this group contribute to the estimated increase.

Capital stock tax receipts are estimated at $167 millions, an increase
of $34 millions over the previous fiscal year. The increase represents
a higher declaration of capital stock value because of increased earnings
anticipated by corporations in the calendar year 1940 as compared with
the calendar year 1939 and the defense rate increase of 10 percent.

Estate tax collections in the fiscal year 1941 are estimated at $317
millions as compared with $331 millions in the fiscal year 1940. The
1940 collections included a large payment from one estate and-al-
lowance for the nonrecurrence of this item more than offset the
estimated rising value of the property composing the estates on which
taxes will be paid in the fiscal year 1941. The defense taxes on
estates in the fiscal year 1941 are small for two reasons: First, because
the act was approved June 25, 1940, just prior to the beginning of the -
fiscal year 1941, and second, because there is a fifteen-month interval
between the date of death of a decedent and the due date for payment
of the tax.

Gift tax collections are estimated to be $31 millions, an increase
of $2 millions over collections of $29 millions in the fiscal year 1940.

Liquor taxes are expected to produce $811 millions or $186 millions
above actual receipts in the fiscal year 1940.

Tobacco tax receipts are estimated at $692 millions, or $84 millions
above actual receipts of $608 millions in the fiscal year 1940. The tax
on cigarettes, including the floor stocks tax, estimated to provide
$614 millions, will bring most of the total revenues under this group as
well as $81 millions of the increase. _

Stamp taxes are expected to bring $36 millions, or a decrease of
$2 millions from actual receipts in the fiscal year 1940.

Manufacturers’ excise tax collections are estimated at $624 mil-
lions. Defense taxes are estimated to bring a large part of the esti-
mated gain of $177 millions over actual collections in the fiscal year
1940. Each tax source within this group is estimated to show a gain
over 1940, with gasoline showing the largest part of the rise.

Miscellaneous tax collections are estimated at $193 millions, or $44
mllhons a,bove fiscal year 1940 collections.
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Employment taxes—Total employment taxes for the fiscal year
1941 are estimated at $891 millions, an increase of $58 millions over
actual receipts of $833 millions in the fiscal year 1940.

Receipts. under the Federal Insurance Contributions Act, formerly
title VIII of the Social Security Act, are estimated at $668 millions.
This is an increase of $63.millions over actual receipts of $605 mil-
Lions in the fiscal year 1940, which, to date, is the highest fiscal year
figure attained since taxes were first received under this act in 1937,
Since the rates of tax are the same, the increase is the result of esti-
mated higher levels of business activity plus the inclusion for the first
full fiscal year of the net addition to the legal tax base resulting from
the Social Security Act Amendments of 1939, approved August 10,
1939. The major changes in coverage under this act were the inclu-
sions of service on American vessels, employees of member banks of
the Federal Reserve System, individuals aged 65 and over, and the
exclusion of certain groups of farm workers. Inasmuch as the
inclusion of individuals aged 65 and over was made retroactive to
January 1, 1939, taxes for five quarters were collected on this base
in the fiscal year 1940. The other major changes in coverage became
effective January 1, 1940, so that revenues from such coverage were
included in the fiscal year 1940 receipts to the extent of only one
quarter’s liability. It should be noted that the Social Security Act
Amendments of 1939 prevented the 50 percent increase in rates on
January 1, 1940, which would have applied to wages in the calendar
years 1940 1941, and 1942.

Receipts from the Federal Unemployment Tax Act, formerly title
IX of the Social Security Act, are expected to decline to $88 millions
from actual receipts of $108 millions in the fiscal year 1940. The
drop will be the first since taxes under this act and its predecessor
were first received in 1936. The passage of the Social Security Act
Amendments of 1939 is primarily responsible for the decline in reve-
nues because it effected a decrease in coverage of individuals’ wages,
i. e., wages in excess of $3,000 a year, which more than offset an
increase in coverage of employees. Another reason for the decline
is the fact that railroad employees were removed from coverage under
this act by the Railroad Unemployment Insurance Act which became
effective July 1, 1939. The decline in the tax base is partly offset
by an increase in the taxable compensation which has been forecast
~ for the remainder of the base.

Receipts from the Carriers Taxing Act of 1937 are estlmated at.
$135 millions. - The increase, as compared to fiscal year 1940 receipts
of $121 millions, is attributable only in part to the higher level of
railroad pay rolls in April 1940—Malch 1941, the period for. which
liabilities are paid in the fiscal year 1941, as compared with pay rolls
in the corresponding period, of the previous year, The larger portion
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of the increase is due to the rise in the rate of tax from 2% percent on
both employees and employers to 3 percent on both employees and
employers, effective January .1, 1940. Only one quarter’s tax liabilities
were collected at the 3 percent rate in the fiscal year 1940 as against
the four quarters of the fiscal year 1941.

- Railroad Unemployment Insurance Act.—Receipts under this act
are estimated at $7 millions, an increase of $2 millions over receipts
in the fiscal year 1940. This act, which became effective July 1, 1939, -
was in effect throughout the fiscal year 1940, but because of the lag of
one quarter in making payments of liabilities, receipts in 1940 included
contributions covering only three quarters’ liabilities as compared to
four quarters’ liabilities in the fiscal year 1941, 'The Railroad Unem-
ployment Insurance Act requires carriers to pay contributions under
"1t rather than under the Federal Insurance Contributions Act, as was
the case prior to July 1, 1939.

Customs.—Customs duties are expected to fall to $302 millions in
the fiscal year 1941. This total represents a drop of $47 millions, or
13 percent, from the fiscal year 1940 level, which was unusually high,
in the light of the state of foreign affairs, principally because of
large imports of sugar, liquors, and wool.

Meiscellaneous revenues and receipts.—These are estimated at $527
millions in 1941. The increase of $259 millions over 1940 is accounted
for principally by the repayment of $300 millions of capital funds by
Government corporations.

Fiscal year 1942

Total receipts in general and special accounts in 1942 are estimated
at $8,972 millions which is $1,319 millions above the estimated
receipts of $7,653 millions in 1941,

Income taxes.—Total income taxes, which will reflect for the first
time the full effect of the revenue acts passed in 1940, are estimated to
amount to $4,510 millions. This total represents an increase of
$1,455 millions or 48 percent over the estimated collections in 1941
and $2,384 millions or 112 percent over actual receipts of $2,125
millions in 1940. The same factors responsible for the increase in
receipts in 1941 as compared to 1940, increases in both business levels
and tax rates, are accountable for the continuation of the increase in
1942. Current corporation income taxes are estimated to be $2,092
millions, an increase of 45 percent over 1941 estimated receipts, while
current individual income tax collections are estimated to increase 31
percent to $1,604 millions. Back income taxes are estimated to be
$260 millions. Fiscal year 1942 collections of corporation excess-
profits taxes, representing a full year’s collections, are estimated at
$522 millions, an increase of $416 millions over the estimate of 1941.



152 REPORT OF THE SECRETARY OF THE TREASURY

As a result of the estimated higher incomes, the declared value
excess-profits tax collections are estimated at $29 millions, an increase.
of $5 millions over the preceding year.

Unjust enrichment taxes are estimated to decline to $3 millions as
the collections still further reduce the remaining claims for this
back tax. .

Miscellaneous internal revenue.—Miscellaneous internal revenue
receipts are estimated at $3,029 millions, an increase of $158 millions
over estimated receipts in the fiscal year 1941. Each major classifi-
cation of receipts shows an increase over the 1941 estimates.

Estimated fiscal year 1942 receipts from the capital stock tax
amounting to $193 millions reflect the effect of higher business levels
estimated for the calendar year 1941 as compared to the calendar
year 1940.

Estate tax collections of $342 millions are expected in the fiscal
year 1942, an increase over the fiscal year 1941, principally because a
larger percentage of the estate taxes paid will have been subject to the
defense tax as compared with those of the previous fiscal year.

Collections from the gift tax are expected to be $33 millions as com-
pared to $31 millions in the fiscal year 1941.

Liquor tax collections are estimated at $840 millions, an increase
of $29 millions .over the fiscal year 1941 estimate. The gain takes
place in spite of the nonrecurrence of $23 millions in floor stocks
taxes applicable only in the fiscal year 1941.

It is estimated that collections from tobacco taxes will rise to $717
millions or $25 millions above the fiscal year 1941 estimates. While
the floor stocks taxes on cigarettes are a nonrecurring item, this is the
only item of this group which shows a decrease.

Collections from stamp taxes are estimated at $40 millions, a gain
of $4 millions over the estimate for the fiscal year 1941.

Manufacturers’ excise taxes are expected to advance to $666
millions. This is a gain of $43 millions over estimated 1941 collec-
tions. Each of the taxes in this group shows an increase over the
estimates for 1941.

Miscellaneous taxes are estimated at $199 millions, a ﬁgure $5
millions over the 1941 estimate. The only significant decrease in this
group is in the tax on bituminous coal, which is scheduled to expire
April 26, 1941.

Employment taxes—Employment taxes receipts are estimated at
$961 millions, an increase of $70 millions over estimated receipts in the
fiscal year 1941.

Receipts under the Federal Insurance Contnbutlons Act, formerly
title VIII of the Social Security Act, are estimated at $725 millions.
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The increases of $121 millions over actual receipts of $605 milllions in
the fiscal year 1940, and of $58 millions over estimated receipts of
$668 millions in the fiscal year 1941 are largely the result of substantial
increases in the forecast of taxable pay rolls. The increase over the
fiscal year 1940 is accounted for by the fact that the latter year
included receipts of only one quarter’s liabilities from the groups
brought under the act by the Social Security Act Amendments of
1939. The fiscal year 1940 did, however, include receipts from five
quarters’ liabilities from individuals aged 65 and over as compared to
four quarters in later years, but the net effect is a large increase in the '
tax base since the fiscal year 1940.

Receipts from the Federal Unemployment Tax Act, formerly title
IX of the Social Security Act, are expected to increase slightly from
$88 millions in the fiscal year 1941 to $91 millions. Prior to July 1,
1939, when the Railroad Unemployment Insurance Act placed em-
ployees of railroads under a separate unemployment compensation
system, such tax liabilities of railroads were included under the Fed-
eral Unemployment Tax Act. Tax liabilities occurring in the calendar
year 1939 were payable in the calendar year 1940, and therefore the
receipts in the first six months of the fiscal year 1941, July through
December 1940, reflect some of the tax liability now transferred
entirely to the Railroad Unemployment Insurance Act. This
decrease in the legal tax base in the fiscal year 1942 as compared to
1941 has been more than compensated by a forecast rise in income
taxable under this act.

. Receipts under the Carriers Taxing Act of 1937 are estimated at
- $145 millions as compared to $135 millions in the fiscal year 1941,
The entire increase is attributable to the increased railroad pay rolls
which ‘are expected to follow the forecast expansion of industrial
activity since there have been no changes in the act.

Railroad Unemployment Insurance Act.—The receipts under the
Railroad Unemployment Insurance Act are expected to increase
slightly from $6.8 millions in the fiscal year 1941 to $7.2 millions.

Customs.—Receipts from customs duties are estimated to decrease
slightly from the level of 1941, to $295 millions. The decline is small
because larger imports from areas not affected by hostilities are
expected to somewhat offset further decline in imports from countries
whence imports are cut off.

Miscellaneous revenues and receipts.—Miscellaneous revenues and
receipts are estimated at $169 millions, a decrease of $358 millions from
estimated receipts in the fiscal year 1941. This decrease is accounted
for principally by the fact that the 1941 receipts included $300
millions of repayments of capital funds by Government corporations.
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ESTIMATES OF EXPENDITURES

Actual expenditures for the fiscal year 1940 and estimates for the
fiscal years 1941 and 1942 are summarized in the following table.
Further details will be found in table 23 beginning on page 696. The
estimates are based upon figures submitted to the Congress in the
Budget for 1942.

Actual expenditures for the fiscal year 1940 and estimated expenditures for the fiscal
years 1941 and 1942

[In millions of dollars]

3 . Actual | Estimated | Estimated
General and special accounts 1040 1941 1942

General (including recovery and relief) ... ... ... 8,736.4 | " 12,526.6 15 lll 5
Revolving funds (Det) . . o oo oo e 53.9 e 140. 4

Transfer to trust accounts, etc ........................................ 207.9 216.2 274 6

Debt retirements. . oo 129.2 100.0 100.0

"T'otal, exclusive of special items. ... ... 9,127. 4 12,702. 4 15,495.5

Supplemental items:

RegUlar. . oo | 150.0 100.0

National defense. ..o e 100.0 1,000.0

Work relief. e ciciiccecceee et [eccece e 350.0 990.0

Grand total, general and special accounts. ... ___._______________ 9,127. 4 13,302. 4 17,585.5

o Excess of credits, deduct.
NoTtE.—Figures are rounded to nearest tenth of a million and will not necessarily add to totals.

" TREASURY ACTIVITIES UNDER THE OLD-AGE PROVISIONS OF THE
SOCIAL SECURITY ACT, FISCAL YEARS 1936 TO 1940

Title IT of the Social Security Act, approved August 14, 1935,
established a system of Federal old-age benefits payable after Decem-
ber 31, 1941, to employees in covered industries who thereafter
attained the age of 65. Death benefits and lump sum payments to
employees attaining age 65, but not eligible for annuity benefits,
were payable from January 1, 1937. Title VIII of the act levied an_
income tax upon the wages of employees and an excise tax on em-
ployers. These taxes were collected by the Bureau of Internal
Revenue under the direction of the Secretary of the Treasury.

Section 201 (a) of the act established an account in the Treasury
to be known as the “Old-Age Reserve Account,” and there was
authorized to be appropriated to the account for each fiscal year
beginning with 1937 “an amount sufficient as an annual premium
to provide for the payments required under this title,” and “to be
determined on a reserve basis in accordance with accepted actuarial
principles, and based upon such tables of mortality as the Secretary
of the Treasury shall from time to time adopt, and upon an interest
rate of 3 per centum per annum compounded annually.” The
Secretary of the Treasury was required to submit annually to the
Bureau of the Budget estimates of the appropriations to be made
to this account.
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Under these provisions of the law, appropriations to the old-age
reserve account were not required to equal the amount of taxes levied
and collected under title VIII, though in practice these appropria-
tions were approximately equivalent to taxes collected less an allow-

~ance for administrative expenses. This procedure was predicated
upon the approximate correspondence, on a 3 percent reserve basis,
between taxes levied under title VIII and benefits specified under
title 11, as determined in accordance with section 201 (f) of the act.
This section required that “The Secretary of the Treasury shall
include in his annual report the actuarial status of the Account.”
The term ““actuarial status’” was interpreted to mean a comparison of
future benefit payments with funds on hand plus future income of the
account. The annual reports of the Secretary of the Treasury for the
the fiscal years 1937 (page 49) and 1938 (page 55) describe the methods
and results of this comparison. These reports point out the consider-
able margin of error inherent in calculations of this nature, since
they must necessarily involve assumptions as to future mortality
rates, wage levels, population growth, coverage under insured em-
ployment, and rates of retirement.

It was also the duty of the Secretary of the Treasury to invest such
portions of the amounts credited to the account as were not, in his
judgment, required to meet current benefit payments. These invest-
ments were made solely in 3 percent special Treasury notes, authorized
under an extension of the purposes for which obligations of the United
States may be issued under the Second Liberty Bond Act, as amended.
Interest on investments was credited to and formed a part of the
account. ’

‘All amounts credited to the account were available for making pay-
ments required under title IT of the act. The Secretary of the Treas-
ury made all benefit payments from the account in accordance with
certifications by the Social Security Board.

The Social Security Act was amended by an act approved August
10, 1939, the amendments to become effective on January 1, 1940
(see exhibit 53 on page 578, and the discussion on page 212). During
the first 6 months of the fiscal year 1940, the financing of the program
continued to operate under the provisions of the original act. On
January 1, 1940, the balance to the credit of the old-age reserve account
was transferred to the Federal old-age and survivors insurance. trust
fund, created by the amending act. Operations under the old-age
reserve account have been shown in the annual reports for 1937 to .
1939, and are summarized in the followmo" table.

269677T—41——12 :
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Receipls, expenditures, and assets of the old-age reserve account for specified periods,
Jan. 1, 1987, to Dec. 31, 1939 1

[In thousands of dollars]

Jan. 1, Jan. 1, July 1, July 1, July 1,

Ttem 1937, to 1937, to 1937, to 1938 to, 1939, to

Dec. 31, June 30, June 30, June 30, Dec. 31,

1939 1937 1938 1939 1939
Receipts:

Appropriations by Congress._.._....._. 1,705, 000 265, 000 2 500, 000 390, 000 3 550, 0600
Interest on investments_ . ____________. 44, 625 2, 262 15,412 26,951 |.___l.._...
Total receipts. ... _.oooocoo_. 1, 749, 625 267, 262 515,412 416, 951 . 5580, 000
Expenditures: Benefit payments__________ 25,228 27 5, 404 13,892 5,905
Net addition to account....._.___.__ 1,724,397 267, 235 510,008 403, 059 544, 095
Balance at beginning of period... [ R P, 267, 235 777,243 1,180, 302
Balance at end of period._._.____ 1,724, 397 267, 235 777,243 | 1,186, 302 1,724, 397

Assets (at end of period):
Investments——3% special Treasury notes maturmg—

June 30, 1941________ ... 264, 900 264, 900 264, 900 264, 900
June 30, 1942__ 2, 200 382,000 382, 000 382,000
June 30, 1943________ e 15, 400 497, 400 497, 400
June 30, 1944 32, 900 290, 900
267, 100 662, 300 1, 177, 200 1, 435, 200
Unexpended balances:

To credit of fund account__. ... ... 62 113,012 66 282, 068

To credit of disbursing officer_._... _____.._____ . 73 1,931 3,036 7,129
Total assets (at end of period) .. ...___..._.... 267, 235 777,243 1, 180, 302 1,724,397

1 On basis of daily Treasury statements (unrevised), see p. 583.
2 $113,000,000 of this amount was not transferred until the fiscal year 1939.
3 $282,000, /000 of this amount was not transferred until the second half of the fiscal year 1940.

Under the amended act, the Secretary of the Treasury is no longer
required to report on the actuarial status of the trust fund. This is
now a function of the Board of Trustees, whose first annual report
to the Congress is to be made on the first day of the regular session in
1941. A statement of the operations under the trust fund for the
second half of the fiscal year 1940 is shown in the following table.
Operations for the complete fiscal year 1940, which were conducted
under both the old-age reserve account and the trust fund, are given
on page 212 of this report.

Receipts, expenditures, and assets of the old-age and survivors insurance trust fund,
Jan. 1, 1940, to June 30, 1940 !

{In thousands of dollars]

Receipts: :
Transfers from the old-age reserve account (Jan. 1, 1940):
Investments___.__.._.___ D, 1, 435, 200
To eredit of fund aceount. .. ... .. . 282,068
To credit of disbursing officer ... 7,129
1, 724 397
Interest on mvestments ................................... , 489
Total reCei DS e e 1,766, 886
Expenditures: .
Benefit payments. i ceaeas 9, 900
Reimbursement for administrative expenses. ... ... .. . . . . ...._.... 12,288
. —_— 22, 188
Balance on June 30, 1940 e 1,744, 698
Assets on June 30, 1940:
3 P special Treasury MOtes. . .o e eeae 1, 413, 200
2149%, special Treasury notes.. )
Unexpended balances 6, 598
Total assets on June 30, 1940 .l e 1,744, 698"

1 On basis of daily Treasury statements (unrevised), see p, 583.
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NEUTRALITY AND NATIONAL DEFENSE ACTIVITIES

After the outbreak of European hostilities on September 3, 1939,
existing activities of the Treasury Department concerned with the
preservation of our neutrality and the strengthening of the national
defense were augmented by provisions of the President’s neutrality
proclamation and Executive Order No. 8233 of September 5 and of the
proclamations of September 5 and 8. From time to time related
duties were imposed. All the activities derive from basic statutory
functions of the Secretary of the Treasury for the administration and
enforcement of certain laws, performance of other public services, and
for the management of the national finances. The responsibilities
relate to the acquiring of supplies, equipment, and materials required
for preparation of the national defense, the guarding of our coastal.
boundaries, the prevention of various kinds of unneutral acts, and
supervision of certain fiscal matters.

Strategic and critical materials

Strategic and critical materials were purchased during the year,
to supply the industrial, military, and naval needs of the country
for defense. Acquisitions are made at the direction of the Secretary
of War and the Secretary of the Navy, by the Secretary of the Treas-
ury through the medium of the Procurement Division, in accordance
with specifications prepared by that Division and approved by
the Secretary of War and the Secretary of the Navy. Determina-
tion of which materials are strategic and critical and the quality and
quantities which shall be purchased is made by the Secretary of
War, the Secretary of the Navy, and the Secretary of the Interior
acting jointly through the Army and Navy Munitions Board. In
accordance with the law the Secretary of the Treasury designated
as his representative the Director of Procurement to cooperate in
making such determination.

Authority for procurement of these materials by the Treasury
Department is contained in the act of June 7, 1939 (Public No. 117),
an act to provide for the common defense by acquiring stocks of
strategic and critical materials essential to the needs of industry for
the manufacture of supplies for the armed forces and the civilian
population in time of a national emergency, and to encourage further
development of the materials within the United States.

Under the date of August 9, 1939, Congress appropriated
$10,000,000 for this purpose. On March 25, 1940, an additional
sum of $12,500,000 was appropriated, of which $3,000,000 was made
immediately available, thus making a total of $13,000,000 available
for expenditure during the fiscal year 1940.

A statement of the obligations incurred as of June 30, 1940,
follows. '
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Status of the strategic and critical materials program, as of June 30, 1940

Quantity Amount ob- Quantity de-

Material Source ordered ligated livered
Chrome ore. . -..o..:oo.____ Turkey, .o oo ... 20,000 L. T.
Alaska. .. 25,000 L. T.
Rhodesia. 19,500 L. T.
64,500 L. T.  1$2,168,668.24 | 20,407 L. T'.
Manganese ore - _27, 500 L. T.
Philippines. ...... .-] 31,500 L. T.
United States . 7,500 L. T.
South Africa and Brit- | 20,000 L. T.
ish India.
Total. oo e ciecacaieaes 86,500 L. T. 2, 889, 000.00 | 46,350 L. T.
Manila fiber- __.___...__..__ Philippines- -........... 14, 800 bales 245,921, 20 | 10,200 hales.

-j United States.

11, 400 pounds 16, 200. 00
Brazil ...

Optical glass_.... 1
14, 800 pounds 99, 580.00 | 4,179 pounds.

Quartz crystals. ..

Quinine sulphate. Dutch East Indies. ... |700, 000 ounces 409, 000. 00- | 700,000 ounces.
Tin (PIg) el Bolivia (refined in 100 8. T. '
United States).
hina. .. oo 100 8. T.
Straits Settlements...... 5,924 8. T. .
L7 Y R 6,124 8. T. |6,081,328.00 | 3,630 8. T.
Tungsten ore..coo_.o.o... China..oo._........._. 4258S. T. 500, 444.56 | 448 S. T.
Total obligated for | ... coooooooooi o __|12, 400, 142. 00
material.
Administrative expenses. . ._ 9, 066. 00
Contingent expenses (ad- 169, 520. 00
vances and transfers to
other agencies).
Total amount obli- |o ... ool 12, 578,728.00
gated. ’
Unohligated balance of allot- {..._ ... |eooo__.. 421, 272.00
ment. :
Total allotment. .. | e 13, 000, 000. 00 -

1 In addition to $73,800 advanced to Bureau of Standards for manufacturing.

The materials acquired under this program are stored on Army
and Navy bases, as provided in the act. Rotation of the materials,
in order to prevent deterioration, as provided for in the act, was
unnecessary in the first year of the program.

Coordination of foreign and domestic military purchases

By direction of the President, the Secretary of the Treasury is the
President’s personal representative in matters relating to purchases
of war materials by foreign sources. An Assistant to the Secretary is a
member, by appointment of the President, of the Interdepartmental
Committee for Coordination of Foreign and Domestic Military
Purchases, which was appointed on December 6, 1939. Liaison be-
tween the President and the Comrnittee is effected through the
Secretary of the Treasury. 4

The Committee serves as the exclusive liaison with reference to
procurement matters between the United States Government and
interested foreign governments. The réquirements of such foreign
governments with regard to war supplies, equipment, and materials
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are considered by the Committee in relation to availability, priority,
and prices of the desired articles. An important part of the Com-
mittee’s function is to prevent conflict in United States markets
between such foreign requirements and the requirements of the
United States Government and its citizens. '

Munations control

The Secretary of the Treasury serves as a member of the National
Mounitions Control Board, which supervises and controls, through a
system of reglstratlon and licenses, the manufacture of, and inter-
national traffic in, arms, ammunition, and implements of war. The
Board was established by the joint resolution approved August 31,
1935, and continued by the Neutrality Act of November 4, 1939
(Public Resolution No. 54), which repealed the joint resolution of
August 31, 1935, as amended. = During the fiscal year 1940 the Coast
Guard and the Customs Service continued to cooperate in assisting
the Department of State, in whose administration the licensing
system is vested, in the control of international traffic in arms.

Regulation and control of vessels

The Customs Service in cooperation with the Coast Guard assisted
other departments in preventing outgoing merchant vessels from
carrying passengers or cargo contrary to the provisions of the Neu-
trality Act and regulations. Cooperation was given also by both
agencies in preventing unauthorized travel by United States citizens
on United States ships and on vessels of belligerents, and in the
detection of espionage and sabotage. !

‘The Customs Service assisted the Department of St,at,e in the
enforcement of passport regulations. Upon an order of the State
Department declaring all passports issued by the United States
Government invalid unless first validated by the State Department on
or after September 4, 1939, Customs officers were stationed at de-
parting vessels to examine passports of travelers going to Europe and
to take from such travelers United States passports not so validated.

Merchandise being exported, and documents relating thereto, were
examined to insure compliance with the requirements of the Neutrality
Act regarding transfer of title. In certain circumstances, depending
. -upon the nature and destination of the merchandise and the nationality
of the vessel transporting it, merchandise cannot be exported until
all right, title, and interest therein has been transferred to the foreign
purchaser. The use of United States vessels for certain types of
exportations is forbidden. The enforcement of these and other pro-
visions of the Neutrality Act and regulations has increased and made
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more complex the work of the Customs Service in connection with the
exportation of merchandise.

The Customs Service and the Coast Guard cooperated in determin-
ing whether armament borne by merchant vessels was for defensive
or for offensive purposes.

Following passage of the Neutrality Act of May 1, 1937 (Public
Res. No. 27), since superseded by the Neutrality Act of November 4,
1939, the Coast Guard conducted continuous vessel and aircraft
patrols of the coasts and harbors of the United States, its Territories
and possessions, and maintained surveillance over certain merchant
shipping, both foreign and domestic, off the coasts and within the
territorial waters of the United States. This involved primarily the
identification and maintenance of a daily record of all foreign merchant
vessels adjacent to the coasts of the United States as well as within
its territorial waters and harbors; the sealing of the radio apparatus
on merchant vessels of belligerent countries while within the juris-
diction of the United States to prevent unauthorized transmissions,
and the responsibility for the security of the seals placed on such
apparatus; supervision through formally designated captains of the
‘ports over vessels lading and discharging explosives and other danger-
ous cargo and control of the movement and anchorage of such vessels
within the harbors and waters of the United States.

Any control necessary with respect to vessels of war in territorial
waters or ports of the United States was exercised by the United
States Navy, to which the full cooperation of the Coast Guard and
the Customs Service was extended.

The exercise of statutory powers with respect to control of foreign
and domestic vesselsin United States harbors and waters, vested in the
Secretary of the Treasury and the Governor of the Panama Canal by
section 1 of title II of the so-called Espionage Act, approved June 15,
1917, was made possible by the proclamation of the President on
- June 27, 1940. . A copy of this proclamation is shown on page 579.
Regulations to carry out the provisions of the proclamation were
issued by the Secretary of the Treasury, with the approval of the
President on June 27, 1940 (5 Fed. Reg. 2442, D. 1.), and an Office
of Merchant Ship Control was established as an integral part of the
Office of Operations, Coast Guard Headquarters, under the Com-
mandant of the Coast Guard. -Cooperation is given by the Customs
Service. Those regulations were supplemented in considerable detail
on October 29, 1940. '

The function of the Office of Merchant Ship Control is twofold.
First, departure of vessels from any port or place in- the United
States, or subject to the jurisdiction of the United States, on' voyages
on which clearance by a customs officer is required, must be authorized
by the Secretary of the Treasury through the principal customs officer
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in charge of the port of departure. Second, control is strengthened
over the anchorage and movement of vessels in the United States
harbors.

Movement of any vessels within the area of a port and the move-
ment, lading, and discharging of explosives and other dangerous cargo
are under the supervision and control of the captain of the port or,
where the port has no such officer, of an officer of the Coast Guard or
of the Customs Service designated by the Secretary. The captain
of the port or other officer designated is authorized to have inspected
and searched any vessel within the territorial waters of the United
States, or any person or package thereon, to place guards upon such
vessels, and to remove any or all persons not authorized to go or to
remain on board. The collector of customs, through the captain of
the port or other agency acting for the collector, subject to the approval
of the Secretary, is directed to take full possession and control of any
vessel in such waters to secure such vessels from damage or injury,
or to prevent damage or injury to any harbors or waters of the United
States. Licensing of small craft operating in the harbors or waters
of any ports of entry may be required by the Secretary, such licenses
to be granted by the collector of customs.

Credits to belligerents

- On September 6, 1939, the President issued a regulation excepting
from the operation of the section of the Neutrality Act relating to
financial transactions (sec. 3 of the joint resolution approved May 1,
1937), as made applicable to the various belligerents by the proclama-
tion of September 5, 1939, ‘“‘ordinary commercial credits and short-
time obligations in aid of legal transactions and of a character cus-
tomarily used in normal peacetime commercial transactions.” That
regulation authorized the Secretary of the Treasury to administer
the provisions thereof and to promulgate any necessary rules and
regulations. A number of questions arising in connection with the
provisions of the regulation of the President were handled by the
Treasury Department. The regulation expired on November 4, 1939,
with the enactment of the Neutrality Act of 1939.

Foreign funds control

The foreign funds control was established in April 1940. Pursuant’
~to section 5 (b) of the act of October 6, 1917 (40 Stat. 411), as amended,
" Executive Order No. 8389 was issued by the President on April 10,
1940. This order so amended a previous order, Executive Order No.
6560 of January 15, 1934, as to prohibit, except under license, certain
transactions involving property in which Norway or Denmark, or any
national thereof, has any interest. The prohibited transactions con-
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sist of transfers of credit between banking institutions within the
United States and transfers of credit between banking institutions
within the United States and banking institutions outside the United
States; payments by or to banking institutions within the United
‘States; transactions in foreign exchange by any person within the
United States; the export or withdrawal from the United States or
the earmarking of gold or silver coin or bullion or currency by any
person within the United States; transfers, withdrawals, or exporta-
tions of, or dealings in, any evidences of indebtedness or evidences of
ownership of property by any person within the United States; and
transactions for the purpose, or which have the effect, of evading or
avoiding the foregoing prohibitions.
Public Resolution No. 69, approved May 7, 1940, amending section
5 (b) of the act of October 6, 1917, appears as exhibit 40 on page 538. -
On May 10 and June 17, 1940, the Executive order of April 10 was
amended to extend the provisions thereof to and with respect to
property in which the Netherlands, Belgium, Luxembourg, and France,
" or any national thereof, have any interest. The Executive orders of
April 10, May 10, and June 17, 1940, appear as exhibit 41 on page 538.
Pursuant to the Executive order of April 10, 1940, as amended, and
the regulations issued thereunder, reports are required with respect to
all property situated in the United States in which any of the countries
named in the Executive order, or nationals thereof, had an interest on
the indicated date. The regulations set up a procedure for the filing
of applications for licenses to engage in transactions covered by the
Executive order. Such applications are filed with the Treasury De-
partment through the various Federal Reserve Banks and the Gov-
“ernors and High Commissioners of the Territories and possessions
of the United States. The Regulations of May 10, 1940, appear as
- exhibit 42 on page 542. ’
Fiscal matters

In connection with fiscal matters relating to the national defense,
the Treasury has certain additional duties under the Revenue Act of
1940, an act to provide for the expenses of national preparedness by
raising revenue and issuing bonds. - That act, approved June 25, 1940
(Public No. 656), amending the Second Liberty Bond Act, as amended,
authorized. the Secretary of the Treasury to issue, subject to certain
requirements, obligations not to exceed in the aggregate $4 billions
outstanding at any one time, less any retirements made from the
special fund made available under section 301 of the act, in order to
provide the Treasury with funds to meet any expenditures for the
national defense made after June 30, 1940, or to reimburse the General
Fund of the Treasury therefor. '
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By the terms of title ITI of the Revenue Act of 1940, the Secretary
of the Treasury is directed, at the end of each quarter, to determine
the additional amount of taxes collected attributable to the increases
in taxes, with certain exceptions, and: to set aside the amounts so de-
termined as a special fund for retiring any obligations issued pursuant
to the authority contained in section 21 (b) of the Second Liberty Bond
~ Act, as amended. If at any time the amounts in the fund are not
sufficient for such purpose, the Secretary of the Treasury is directed
to transfer to the fund moneys out of the General Fund of the Treas-
ury. Any amounts in the special fund not necessary for the retire-
ment of such obligations shall be deposited in the General Fund of the
Treasury.

FCHANGES IN ORGANIZATION AND PROCEDURE

Reorganization Plans Nos. IIT and IV, which became effective
June 30, 1940, in accordance with Public Resolution No. 75, approved
June 4, 1940, made various changes in the organization of the Treasury
Department.

Reorganization Plan No. III consolidated into a Fiscal Service, un-
der the direction of a permanent Fiscal Assistant Secretary, the func-
tions of the Treasury Department pertaining to financing and fiscal
activities. There were brought together in the Fiscal Service the
Office of the Commissioner of Accounts and Deposits and the Office of
the Commissioner of the Public Debt, including their various subdivi-
sions, the Division of Savings Bonds, and the Office of the Treasurer
of the United States. These activities, together with the Office of the
Comptroller of the Currency, were at the time of transfer under the
supervision of the Under Secretary, such assignment having been made
effective January 18, 1940, by Treasury Department Order No. 28.
Reorganization Plan No. III also made some adjustments in the
assignment of functions of the units comprising the Fiscal Service
and certain changes in titles, the net effect of which was to establish
within the Fiscal Service the Office of the Fiscal Assistant Secretary,
the Office of the Treasurer of the United States, a Bureau of Accounts
under the Commissioner of Accounts, and a Bureau of the Public
Debt under the Commiissioner of the Public Debt. In addition to
responsibility for the administration of these four segments of the
Department’s operations, the Fiscal Assistant Secretary was vested
with the former financing functions of the Under Secretary of the
Treasury and the Assistant Secretaries. The Fiscal Assistant Secre-
tary will be appointed by the Secretary of the Treasury in accordance
with civil service laws and will perform his duties under the general
direction of the Secretary. One of the three existing positions of
Assistant Secretary was abolished by the plan.
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Reorganization Plan No. III also abolished the Federal Alcohol
Administration and provided that its functions be administered under
the direction and supervision of the Secretary of the Treasury through
the Bureau of Internal Revenue. Under Treasury Department
Order No. 30, June 12, 1940, the Basic Permit and Trade Practice
Division, in charge of an Assistant Deputy Commissioner of Internal
Revenue, was established on June 30, 1940, and derived the personnel,
records, and property by transfer from the Federal Alcohol Adminis-
tration. All functions of the Federal Alcohol Administration, except
as provided in Treasury Department Order No. 31, were delegated to

_the Deputy Commissioner of Internal Revenue in charge of the Alco-
hol Tax Unit, to be exercised by him through the Basic Permit and
Trade Practice Division or any other division of the Unit. All regu-
lations, orders, instructions, and forms formerly issued by the Federal
Alcohol Administration for the enforcement of -the laws theretofore
administered by the Administration were effective as if issued by the
Alcohol Tax Unit. The legal functions, personnel, and property con-
nected with the legal activities of the Federal Alcohol Administration
were transferred to the Legal Division of the Treasury Department,
effective on June 30, 1940, by Treasury Department Order No. 31,
June 12, 1940.

Reorganization Plan No. 1V, effective June 30, 1940, transferred to
the Secretary of the Treasury the functions of the Attorney General
relating to the approval of compromises made in accordance with the
provisions of section 7 of the Federal Alcohol Administration Act (with

- the exception of compromise cases pending in the courts or which had

been or may be referred to the Department of Justice for action).
The functions of foreign funds control under the provisions of

Executive Order No. 8389 of April 10, 1940, as amended, were placed

in the Office of the Secretary under the supervision of an Assistant
to the Secretary.

A Division of Personnel, under the Director of Personnel, was estab-
lished in the Office of the Secretary on July 1, 1940, by Treasury De-
partment Order No. 32, June 25, 1940, in accordance with Executive

Order No. 7916, June 24, 1938, and the 1941 Treasury Department

Appropriation Act. The general functions of the Division are to give
effect to the Department’s responsibility for personnel supervision
under the provisions of the Executive order. The Division of Ap-
pointments and the office of Classification Officer, Treasury Depart-
ment, were consolidated with the Division of Personnel, and their
respective functions, personnel, etc., were transferred to the Personnel
Division., '

During the year various changes were made by Treasury Depart-
ment orders in assignments for purposes of general supervision of
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Treasury activities. The Coast Guard, Bureau of Narcotics, and
Secret Service Division were assigned to an Assistant Secretary, to
whom were also to report the coordinator of the enforcement branches
of the Treasury and the Committee on Enrollment and Disbarment.
The Bureau of Customs was assigned to an Assistant to the Secretary
but this assignment was transferred at the beginning of the fiscal year
1941 to the Assistant Secretary in charge of Coast Guard, Narcotics,
and Secret Service.

The Procurement Division, Bureau of Engraving and Printing, and
the Bureau of the Mint were assighed to an Assistant to the Secretary.

The Administrative Assistant to the Secretary was charged with
the direction and control of the activities of departmental and bureau
officers in all matters relating to obtaining or releasing quarters
for agencies of the Treasury Department in the District of Columbia
and in the field, whether in Federal or privately owned buildings.

The assignments in effect on June 30, 1940, are shown in Department
Circular No. 244, June 28, 1940. Copies of the extracts from the re-
organization plans, legislation, Treasury orders, department circular,
etc., referred to above, will be found as exhibits 44 to 51, beginning on
page 555 of this report.

‘Attention is invited to the attached reports of bureaus and divisions
of the Treasury Department and to the exhibits and tables accompany-
ing the report on the finances.

' ' Henry MoRGENTHAU, Jr.,
Secretary of the Treasury.

To the Speaxer oF THE HouseE oF REPRESENTATIVES.
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OFFICE OF THE COMMISSIONER OF ACCOUNTS AND DEPOSITS

Under the provisions of the President’s Reorganization Plan No.
111, which became effective on June 30, 1940, the Bureau of Accounts,
headed by the Commissioner of Accounts, was established as a part
of the new Fiscal Service of the Treasury Department. The Bureau
of Accounts replaced the Office of the Commissioner of Accounts and
Deposits. The plan provides that the supervision of the administra-
tion of the accounting functions and activities in the Treasury Depart-
ment- and all its bureaus, divisions, and offices shall be exercised
under the direction of the Secretary of the Treasury by the Fiscal
Assistant Secretary through the Commissioner of Accounts. The
plan further provides that the function of authorizing the installation,
maintenance, revision, and elimination of accounting records, reports,
and procedures in the Treasury Department (except the Coast Guard)
shall be exercised by the Fiscal Assistant Secretary through the
Commissioner of Accounts.

During 1940 the Office of the Commissioner of Accounts and
Deposits had administrative supervision over the Division of Book-
keeping and Warrants and its relation to the office of the Treasurer of
the United States, over the Division of Disbursement, the Division of
Deposits, and the Section of Surety Bonds. It supervised collections
of principal and interest on foreign obligations; kept the accounts, and
handled generally matters relating to the indebtedness of foreign gov-
ernments to the United States, including matters arising under
funding agreements; supervised collections of railroad obligations
owned by the Government, and kept the accounts relating thereto;
handled the collection of other obligations owned by the United
States which were turned over to the Treasury by other departments
for collection; and made payments, kept accounts, and handled
matters generally relating to awards under the Settlement of War

" Claims Act of 1928, under the claims agreement of October 25, 1934,
between the United States and Turkey, and under the act of April
10, 1935, covering claims against the Republic of Mexico. The
Commissioner likewise was responsible for the proper custody of
investments and securities held by the Treasurer of the United States
and the Federal Reserve Banks for which the Secretary was respon-
sible, other than those related to public debt operations. The Com-
misstoner also had supervision over the emergency accounting organi-
zation in the several States under the several Emergency Relief
Appropriation Acts.

Daily Statement of the United States Treasury

In addition to the changes in the classification of expenditures
shown on the Daily Statement of the United States Treasury, effec-
tive July 1, 1939, as explained on page 60 of the annual report for 1939,
a change was made beginning September 30, 1939. The preliminary
public debt statement shown on the daily Treasury statement for
the last day of each month includes a memorandum with respect to
obligations of governmental agencies guarantéed by the United States,
showing unmatured principal and matured principal and interest for
which cash has been deposited with, or held by, the Treasurer of the
United States.

: 169
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Arrangements were made, effective July 1, 1940, to show trust
account receipts and expenditures and transactions in checking
accounts of govermental agencies in more detail. Sales and redemp-
tions of their obligations in the market are now segregated from other
transactions of governmental agencies. Other changes, beginning
July 1, 1940, in the manner of showing receipts on account of social
security taxes (employment taxes) and the appropriation of an equiv-
alent amount of such receipts to the Federal old-age and survivors
insurance trust fund were made necessary by section 201 of the Social
Security Act Amendments of 1939 (see exhibit 53, page 578).

Combined statement of assets and liabilities of governmental corporations
and credit agencies

A combined statement of assets and liabilities of governmental
corporations and credit agencies as of June 30, 1940, will be found as
table 58 on page 797 of this report. This statement is published
in the Daily Statement of the United States Treasury, for the last
day of each month, as required by Executive Order No. 6869 of
October 10, 1934.* The following is a summary of assets and liabil-
ities of these corporations and agencies as of the close of each fiscal
year, 1933 to 1940, inclusive:

Summary of assets and liebilities of governmental corporations and credit agencies
of the United States as of June 30, 1933 to 1940

[In millions of dollars. On basis of daily Treasury statements (unrevised), see p. 583.]

1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940

LG o1 RN 3 N 8,312 | 7,785 | 7,645 | 7,600 | 7,687
Preferred capital stock, ete 780 3 799 765 793 790 708
Cash 2 il 279 288 444 585 412
Investments: . -
United States securities .........__._..__ 115 362 444 486 551 651 713 748
Securities guaranteed by United States..|....... 79 220 211 196 158 140 131
Allother____ . ... 56 269 840 884 907 889 893 911

147 97 175 264 287 287 377 404

Real estate and other business pr 106 97 156 183 222 430 481 562
Other 3 853 889 | 1,219

Total 3 s 12,150 |12,468 | 12,782

Accounts and other receivables_ .

L1ABILITIES AND RESERVES !

QGuaranteed by United States (includes

accrued interest) . ... ... | ___] 1 692 14,191 | 4,751 | 4,744 | 4,889 | 5,483 | 5,561
Not guaranteed by United States.._......._. 1,357 | 2,636 | 2,407 | 2,470 {.2,553 | 2,814 | 2,909 | 3,177
Total o e 1,357 | 3,328 | 6,598 | 7,221 | 7,297 { 7,703 | 8,392 | 8,738
Excess of assets over liabilities !____.._......_. 2,863 | 4,528 | 4,776 | 4,570 | 4.299 | 4,447 | 4,076 | 4,044

PROPRIETARY INTEREST

Owned by United States:

Capital stock4. ..o 4,008 | 6,144 | 6,930 | 6,673 | 6,628 | 6.475 | 3,228 | 3,201
Surplus._._ ... 244 177 324 361 328 585 |° 641 558
Interagency interests & 1,478 1 2,072 ) 2,831 | 2,811 | 3,018 | 2,982 181 210
Total Government owned._ .. ......... 2,774 | 4,249 | 4,423 | 4,223 | 3,943 | 4,078 | 3,688 | 3,639
Privately owned. ... ... ...l ‘89 279 353 347 356 369 388 405
Total proprietary interest_____........ 2,863 | 4,528 | 4,776 | 4,570 | 4,299 | 4,447 | 4,076 | 4,044

1 Exclusive of interagency assets and liabilities (except bond investments and deposits with Reconstruc-
tion Finance Corporation). : . : ] )

2 Excludes unexpended balances of appropriated funds, but includes cash deposited with the Treasurer
of the United States. )

3 Also includes real estate and other property held for sale.

4 Includes nonstock proprietary interest.

s Excess interagency assets (deduct).

*Superseded by Executive Order No. 8512, August 19, 1940.
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A summary statement of the proprietary interest of the United
States in such corporations and credit agencies as of June 30, 1939
and 1940, appears as table 59 on page 805.

The investment holdings of certain governmental corporations and
other organizations which handle their own investment transactions
are presented as of June 30, 1940, in table 58, page 797 and a summary
statement for the fiscal years 1033 to 1940 may be found in the table
on page 170.

Special financial statements of Government corporations and agencies

Under the provisions of Senate Resolution No. 150, agreed to
June 27, 1939, the Secretary of the Treasury was authorized and.
directed to prepare and transmit to the Senate a complete financial
statement of each Government corporation or agency listed therein.
The list included practically all Government corporations and credit
agencies in active operation and involved 1,476! separate organiza-
~ tions. The major part of the information requested by the resolution -

was not contained in the accounting records of the Treasury Depart-
ment so that it was necessary for the corporations and agencies to
furnish the detailed statements.

The financial statements of each corporation or agency covered the
period from date of its organization to June 30, 1939, and reflected
the amount of recoverable assets based upon the latest appraisals or
available information, the proprietary interest of the United States
Government, the accounting and other procedures followed, the finan-
cial aid received from the United States Treasury and the extent to
which the corporation or agency was self-supporting, the authority
for incurring liabilities, inter-agency relationships, information on
loans, and other related data. In addition to these financial state-
ments, narratives for each corporation or agency were prepared cover-
ing its history and development, the circumstances leading up to its
creation, its functions and operations, and similar information. Both
the narratives and financial statements were summarized by the
Treasury Department and made a part of the Secretary’s report con-
sisting of 32 volumes. The entire report was printed as Senate Docu-
ment No. 172 (76th Cong., 3d sess.).

The Secretary of the Treasury was authorized and directed by
Senate Resolution No. 292, agreed to July 29, 1940, to prepare and
transmit to the Senate a similar report covering the fiscal year 1940.

Annual appraisal of assets and liabilities of the Commodity Credit
OOrpommon ‘

Under an act of Congress, approved March 8, 1938, the Secretary

- of the Treasury is requlred to male an appraisal as of March 31 of each
year of the assets and liabilities of the Commodity Credit Corporation
for the purpose of determining the net worth of the Corporation. In
the event any such appraisal shall establish that the net worth of the
Corporation is less than $100,000,000, the Secretary of the Treasury
is required to restore the amount of the capital impsairment, appropria-
tions for which are authorized in the act.. In the event that any
appraisal shall establish that the net worth of the Corporation is in

1 Includes 1,383 Federal savings and loan associations,
269677—41——13
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excess of $100,000,000, such excess must be deposited in the Treasury
as miscellaneous recelpts

The following statement shows the results of such appraisals:
Appropriations for restoration of capital impairment: ) . Amount

Act of June 25, 1938 (appraisal as of Mar. 31, 1938). - $94,285,404.73
Act of Aug. 9, 1939 (appraisal as of Mar. 31, 1939)._ 119, 599, 918. 05

2117 Y ... 213,885,322.78
Less amount returned to Treasury (appraisal as of Mar.31,1940) .. v oommoeeans 43, 756, 731. 01

Net payments to corporation to J une 30, 1940, as a result of capital impairment...._.__. 170, 128, 591. 77
Securities owned by the United States Government

Exclusive of foreign obligations, the aggregate amount of securities
owned by the Government on June 30, 1940, based on the latest
reports received, was $3,031,219,470.25. A detailed statement of the
securities held at the end of the fiscal years 1933 to 1940 will be found
as table 55 on page 790. A summary comparison of the holdings at
the end of the fiscal years 1933 to 1940 follows:

Summary of securities owned by the United States Government, exclusive of foreign
obligations, June 30, 1933 to 1940

Paid-in surplus| Bonds and notes

‘ Capitél stock
- . of governmental | of governmental s
June 30 of é}gv%igﬁgggal corporations | corporations and Other securities ! Total
13 and agencies agencies
$799,867,962.40 |- ... ... $1, 486,107, 803. 00 | $807, 805, 124. 14 | $3, 093, 780, 889. 54

1 1, 260, 612, 675. 00 $55, 863,477.16 | 2,991, 165, 147. 98 574,712,142.01 | 4,882, 353,442.15
1,747,418,795. 43 | 104, 493 662.75 | 2,986,215, 55¢4. 93 791, 501, 654. 14 | 5, 629, 629, 667, 25
1, 882, 428, 329. 93 136, 961, 657.38 | 3, 262, 734, 653.76 657,072,480.91 1 5,939,197, 121, 98
1,857, 737, 480. 82 | 172, 160, 468. 78 | 2, 824, 389, 546.17 701, 384,098, 18 | 5, 555, 671, 593. 95
1,877,277, 538.36 | 206, 137,966.31 | 2789, 537, 591.74 655,459, 486.13 | 23, 528, 412, 582. 54
-1 1,919,560, 698. 18 | 217, 728, 901. 53 128, 472, 552. 89 812,035, 569.28 | 3,077,797,721.88
1,704, 373, 919. 86 | 218, 296, 764. 50 104, 272, 500. 00 | 1, 004, 276, 285.89 | 3, 031, 219, 470. 25

1 Includes loans and advances by Farm Security Administration, Rural Electrification Administration
and Public Works Administration.

2 Reflects cancelation of Reconstruction Finance Corporation notes held by the Treasury under authorlty
of the act of February 24, 1938, see p. 114.

Contingent liabilities of the United States

The contingent liabilities of the United States are discussed on page

72 of this report; and a detailed statement of such liabilities as of

June 30, 1940, and a comparative statement as of June 30, 1933 to
- 1940, appear as tables 47 and 48 on pages 775 and 780, respectively.

Accounting and disbursing of emergency relief funds

Under authority of section II (A) of Executive Order No. 7034,
dated May 6, 1935, and Department Circular No. 543, approved by
the President, the Commissioner of Accounts and Deposits continued
during the year to maintain accounting and disbursing facilities for
handling appropriations made by the Congress for the emergency
relief program. The provisions of this Executive order were extended
by Executive Orders Nos. 7396 and 7649, and by Department Circu-

lars Nos. 592 and 616, approved by the President, to apply to funds
appropriated in the Emergency Relief Appropriation Acts of 1936,
1937, 1938, and 1939.

At the begmnmg of the fiscal year 1940 there were 55 Treasury-

State accounts offices and an equal number of Treasury-State dis-
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bursing offices, together with two branch offices of each class. During
the year, due to consolidation of work in other Treasury-State accounts
and disbursing offices, a reduction of two Treasury-State accounts
offices and one Treasury-State disbursing office was made. Also 10
Treasury-State disbursing offices were consolidated with regional
disbursing offices. The Treasury-State accounts and disbursing
offices had 3,676 employees on June 30, 1940, which is a reduction of
1,004 employees, or 21 percent, since June 30 1939.

The Treasury-State accounts offices have handled more than 27 5,000
emergency relief project accounts for approximately 80 a_dmmlstratlve
agencies. Of these accounts about 40,000 are now active. The
disbursing offices during the year issued 66,000,000 checks payable
from emergency relief funds, which were verfied for accuracy in the
accounts offices.

The procedure established at the 1ncept10n of the program for the
purpose of handling the emergency relief appropriations was designed
to throw every protection around the allocation and use of the funds.
In setting up the accounting and disbursing procedures under the
Executive order of May 6, 1935, the Treasury recognized the following
as fundamental requirements:

1. Making payments promptly.

2. Maintaining effective accounting control of appropriated funds
by Congressional limitations, Presidential limitations, appropriation
warrants and limitations established by administrative agencies.

3. Determining administratively, in advance of payment, the
legality of vouchers and pay rolls and seeing that funds are used only
for authorized purposes.

4. Providing internal accounting check upon the operations of
disbursing officers.

5. Rendering to the General Accounting Ofﬁce detailed accounts
for independent post audit.

6. Informing administrative agencies currently concerning the
financial status of funds under each official project.

7. Compiling for administrative purposes periodic reports showing
the financial status of all funds.

8. Making a complete annual accounting by the Executive to the
Congress, as required by the Emergency Relief Appropriation Aects.
" The Secretary of the Treasury issued Regulation No. 1 on June
18, 1935, covering the administrative and fiscal procedures for the
maintenance of a system of accounts under the Emergency Relief
Appropriation Acts. The regulation, approved by the President,
prescribed the principles upon which the accounting system is based.

Pursuant to Regulation No. 1 there were established Treasury central
accounts and disbursing offices in Washington, D. C., and Treasury ac-
counts and disbursing offices in the various States Territories, and
insular possessions. The operations of the central offices and the
field offices are so correlated that an enormous volume of accounting
and disbursing transactions can be handled expeditiously involving
a minimum of expense.

Funds are made available for work relief projects in the several
States, Territories, and insular possessions, through the use of govern-
" mental radio and telegraphic facilities upon approval of the Treasury
warrant and the issuance of appropriate authorization documents
by the administrative agencies. In this manner, projects can be
started promptly upon fulfillment of all leglslatlve, executive, and
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administrative requirements involving the allocation of money under
the Emergency Relief Appropriation Acts. '

The Treasury-State accounts offices, in their respective accounts
divisions, maintain control on official project limitations, allotments,
encumbrances, and expenditures.. In these offices the general ledgers
are supported by project ledgers in which are recorded detailed
accounting transactions.. The accounts division ascertains that all
payments are kept within the limitations fixed by the President or
the administrative agency, with respect to each project. Through
a system of correlated accounts, the records of Treasury-State accounts
offices are controlled by summary records in the Treasury central
‘accounts office. From the detailed accounts maintained in the State
offices, financial statements are produced which are transmitted. to
the central office in Washington for verification and subsequent
compilation into consolidated financial reports. The field offices
also prepare reports which are utilized in making the administrative
examination of disbursing officers’ accounts.

The examination divisions of the Treasury-State accounts offices

conduct the executive preaudit of vouchers with respect to expendi-
tures made from emergency relief funds. These divisions examine
authorizations for setting up projects according to limitations fixed by
the President, or the administrative agencies, and all obligation
documents such as requisitions, purchase orders, contracts, leases, etc.
They also examine all pay rolls and vouchers prior to payment
to insure that the expenditure is made within the purview of all
Federal laws and regulations. They further maintain control over
the disbursing officers’ blank checks and conduct quarterly audits of
their stock of checks. The Treasury emergency organization from
April 8, 1935, to June 30, 1940, has transmitted to the General
Accounting Office accounts covering expenditures totaling $11,290,-
716,206.23.- Against this amount, the General Accounting Office has
issued formal certificates of settlement of account for $7,833,412,361.59
or 69 percent of the expenditures. Disallowances by the General
Accounting Office now outstanding against the amount settled are
- $205,820.39, or twenty-six ten-thousandths of 1 percent of the amount
settled. Of the remaining $3,457,303,844.64 awaiting settlement, the
tentative disallowances reported amount to $96,565.99, or about
twenty-nine ten-thousandths of 1 percent of the total unsettled
accounts. These latter disallowances are subject to further examina-
tion and possible clearance. :
. An important function of the Treasury-State accounts offices is to
prepare periodic financial reports from the accounts maintained in the
field. These reports are verified and tabulated in the central office
and comprise the basic data from which statements are compiled
according to act limitations, organization units, States, administrative
programs, types of work, and periods and objects of expenditure.. The
. form of statement shows the amounts made available by Congress, -
amounts allocated, amounts obligated, amounts expended, unobli-
gated allocations (available and not available for obligation) and
unliquidated obligations. In addition, a consolidated balance sheet
is prepared covering activities of the work relief program.

Reports of operations, obligations, and expenditures, as required
by law, have been submitted by the President to the Congress before
January 15 of each calendar year. Such reports set forth the status of
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The following

comparative financial statements show summary information relative
to expenditures under the-emergency relief and work relief program
from its inception to June 30, 1940:

Expendztures (checks issued) under the emergency relief program, by types of work,
April 8, 1935, to June 30, 1940

Fiscal years | .. : : : Cumulative
Fiscal year | Fiscal year | Fiscal year | Fiscal year
Type of work 1935 and 1037 1038 1039 1040 to June 30,
1936¢ 1940
Highways, roads, streets, ' . :
.................... $541, 183, 252( $852, 404, 727| $595, 153, 732 $916, 225, 557| $580, 101, 448 $3,485,068,716
Pubhc buildings.__ _| 194,840,353 265,756, 541| 171,174,235 218,240, 793| 145,967,559| 995,979,481
Housing projects......_. 22, 800, 498 51, 435, 854 37, 471, 980 7, 590, 536 2,146,721 121, 445, 589
Public recreational facil- .
itles oo . 272,765,142 215,539, 910) 144,889,687 189,937,965 96,972,490 920, 105,194
Conservation work._.__. 593, 980, 694 271,262, 585( 140, 181,7442| 128,194,981 80, 107, 2671, 213, 726, 969
Electric utilities, water
and sewage systems,

[/ 144, 576, 283| 198,921,467| 158,269,725 200, 512,028 144,277,531 846, 557,034
Transportation facilities.| 89,762,989 91,731,109| . 40,325,249 51,245,003 27,530,131 300, 594, 571
Educational, profes-

sional, and clerical
projects. .. .oooooooo. 178,124,273| 344,200, 582| 263,458,275| 359, 680,885| 336, 503, 098|1, 481, 967, 113
Miscellaneous_........_. 206, 465,030| 234,154,709 190,466, 983| 259, 144, 153 176, 225, 4201, 066, 456, 295
Administrative éxpenses.| 154, 476,341| 159,176,315 127,953,751 129,336,701} 110,909,466 681,852, 574
Rural _ rehabilitation,
suburban - projects, .
loans, relief.__._______. 105, 864, 160] 173, 330, 674] 131, 872,081| . 157,766, 679| 134, 546,635, 703, 380, 229
Grants to States for con-
tinuing relief . _.._.._. 919, 725, 501 2, 504, 459 23,239 99, 397 2,732| 922,445,328
Total . loemeeaao 3,424,564,516| 2,860,508,932| 2,001,240,379( 2,617,974,768| 1,835,290,498!12,739,579,093

1 Includes $525,848,046 for fiscal year 1935 (April 8 to June 30, 1935).

Expenditures (checks issued) under the emergency relief program, by objects of expend-
iture, Apml 8, 1935, to June 30, 1940

Fiscal years Fiscal : s ; Cumulative
N : year | Fiscal year | Fiscal year | Fiscal year
Object of expenditure 193333:}(1 1937 1038 1933 1040 to I 1%?13 30,
Personal services (Fed-
eral pay roll only).. . .._|$1,604,281,023|$1,828,362,831|$1,488,419,503|$2,139,113,369|$1, 523 498 795|$8,583,676,421
Supplies and materials. . , 068, 807] 206, 899, 665| 104, 503, 552| 140, 568, 540 3 0; 827,189,874
Rent.__._____ - SR 65,681, 781| 129, 533, 434|  56,604,849| 65, 354, 382 29, 753 511| 346,927,957
Construction, mainte-
nance and repair con-
tracts ... __._______ 76,311,690| 100,476,945 59,620,275 16,858, 149 7,570,669 260, 837,728
Grants............ ----|1,152, 846,386| 399,223,723) 157,623,806 68,739,705 43, 506, 592|1, 821, 940, 212
Contractual services:
Communications. .. 4,275, 985 5,176, 993 3,307, 881 3,190, 954 2,405,266 18,357,079
Travel, including
subsistence......___ 28,204,063 26,125.633| 16,116,872| 17,275,350 16,659, 538] 104,471, 465
Prmting and bind-
................ 3,043, 641 2,971, 247 2, 510, 585 2, 468, 471, 1,830,181} . 12,824,125
Other contractual
Serviees_.._._.._.. 32,601,179 13, 899, 262 7,980, 937 6, 973, 287 5, 640, 843 67, 095, 508
Equipment purchased. . 45,190,2491 24,394,871 11,358,128 16,659, 697 11, 123 309| 108, 726, 254
Land acquisition-...__.. 23,068, 758] 37,124,710| 15,014,713 10, 738, 782 4,366 86,231, 329
Loans..._._ . ___________ 99,337,246 80,497,356 73,411,060( 122,401,135 97, 528 234| 473,175,031
Employees’ (accident)
compensation...___.__ 1, 562, 808 5, 822, 262 4,768, 218 7,632,938 8,339, 884 28, 126, 110
Totalaeoaoooo 3, 424, 564, 5162, 860, 508, 932(2, 001, 240, 3792, 617, 974, 7681, 835, 290, 498/12,739,579,093

1 Includes $525,848,046 for fiscal year 1935 (April 8 to June 30, 1935).
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Ezxpenditures (checks issued) under the emergency relief program, by months,
April 8, 1935, to June 30, 1940

AMOUNT OF EXPENDITURES

Month Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year
1935 1936 1937 ° 1938 1939 1940
July. .. _______ ) SRR $1086, 532,659 | $276,016, 564 | $162, 435,989 | $200, 501,723 | $155, 842, 701
August._. | 179,816,164 | 239,770,852 | 154,717,469 | 224,398,400 156, 267, 880
September. _| 176,928,452 | 253,646,760 | 145,631,306 | 228, 548, 380 123, 634, 080
October.__. .| 181,866,668 | 272,496,416 144,653,339 | 229,881,972 135, 993, 389
November. .| 215,809,361 248, 667, 849 142, 256, 451 218, 820, 722 142, 722, 271
December - _| 285,644,848 268, 052, 490 156, 255, 321 243, 806, 203 157, 752, 654
January. .. _| 279,132,026 219, 274, 826 144, 977,983 211, 720, 732 148, 328, 283
I‘ebrua,ry J| 258,633,203 | 180,812,792 | 149, 559, 258 194, 921, 450 150, 327, 963

Mareh .| .. 304,870,366 | 245,193,761 | 193,367,450 | 252,689,052 183, 834, 339

April.. $127, 008, 358 320, 898, 997 212, 766,153 186, 392, 214 207, 154, 675 173, 854, 722
May... _| 165,755,118 | 290,809,753 | 203,883,798 | 197,038,008 199, 075, 346 161, 474,123
Jupe...._..__._.._ 233,084,570 | 297,773,883 | 239,926,671 | 223,955 591. 206,456,113 145, 258, 093
Total  ex- ) .
pendi- )
tures......| 525,848,046 (2,898, 716,470 (2,860, 508,932 |2, 001, 240, 379 (2, 617,974, 768 | 1, 835, 290, 498
NUMBER OF PAYMENTS
Month yezi:cfgl% Fiscal year | Fiscal year | Fiscal year | Fiscal year Total
and 1936 1937 1938 1939 1940
IRyl 177,277 | 6,853,559 | 5,002,874 | 6,976, 666 5,751,752 | 24,762,128
August 1,520,298 | 6,454,427 | 4,273,789 | 7,687,508 | 5,378,951 25, 314, 973
September. .| 2,010,599 | 6,814,540 | 4,095,828 | 7,601,271 | 4,480,420 | 25,002, 658
October...._.._ .. ... 3, 102, 204 7,613,028 4,271,291 8, 214, 831 4,913, 273 28, 114,717
November_. ... _______.. 4,535,332 | 7,032,860 | 4,272,730 | 8195920 | 5,112,827 | 29, 149, 669
December._____ .. __._____.__. 7,567,162 | 7,989,478 | 5,003,810 | 8,934,048 | 5,870,832 | 35, 365, 390
January . _____ i .. _.____ 8,256,096 | 6,632,353 | 4,847,958 | 7,810,869 | 5,843,135 | 33,390,411
7,872,717 { 6,218,368 | 4,041,351 | 6,915 252 | 5 710,956 | 31,658, 644

9,186,386 | 7,565 657 | 6,784,986 | 8 663,956 | 6,521,372 | 38,722 357
8,419,048 | 6,653,540 | 6,475,557 | 7,080,200 | 5,990,224 | 34,618, 569
7 689 746 | 6,392,445 | 6,844,258 | 6,792,201 | 5,719,132 | 33,437,782
7 424,215 | 6,553,932 | 7,521,659 | 6,665,297 | 5,171,977 | 33,337,080

67,761, 170 | 82,774,187 | 64, 336,091 | 91, 538,019 | 66,464,911 | 372, 874, 378

Additional tables showing the status of emergency relief appro-
priation funds by organizations and by States may be found in tables
on pages 723 and 725 of this report.

Federal savings and loan associations

The Federal Home Loan Bank Board was authorized under the
Home Owners’ Loan Act of 1933, approved June 13, 1933 (48 Stat.
133), to provide for the organization, incorporation, examination,
operation, and regulation of Federal savings and loan associations, and
to issue charters therefor, in order to provide local mutual thrift
nstitutions in which people might invest their funds and in order to
provide for the financing of homes.

Under section 5 (g) of the act, the Secretary of the Treasury was
authorized on behalf of the United States to subscribe for preferred
shares in such associations, upon request of the Federal Home Loan
Bank Board, but the subscription was not to exceed $100,000 in
shares of any one association. The Home Owners’ Loan Act of 1933,
as amended by an act approved April 27, 1934 (48 Stat. 645), pro-
vided under section 5 (j) that, in addition to the authority to subscribe
for preferred shares in these assocmtlons the Secretary of the Treasury
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was authorized, on behalf of the United States, to subscribe for any
amount of full-paid income shares in such associations, upon request of
the Federal Home Loan Bank Board, but the amount paid in by the
Secretary of the Treasury for full-paid income and preferred shares
together shall at no time exceed 75 percent of the total investment in
the shares of such association by the Secretary of the Treasury and
other shareholders. ‘

An appropriation of $50,000,000 to enable the Secretary of the
Treasury to purchase preferred shares in Federal savings and loan
associations was provided by the Fourth Deficiency Act, fiscal year
1933, approved June 16, 1933. This appropriation was extended by
the act approved April-27, 1934, to cover the purchase of full-paid
income shares.

Pursuant to amendments in the acts of April 27, 1934, and May 28,
1935, $700,000 of the $50,000,000 appropriation was allocated and
made available to the Federal Home Loan Bank Board to enable the
Board to encourage local thrift and local home financing and to
promote, organize, and develop these associations. The amount
available to the Secretary of the Treasury for subscription to shares in
Federal savings and loan associations was $49,300,000.

The Home Owners’ Loan Corporation also was authorized to
purchase full-paid income shares of Federal savings and loan associa-
tions after the funds available to the Secretary of the Treasury for the
purchase of such shares had been exhausted. The funds available to
the Secretary of the Treasury were exhausted on October 25, 1935.

During the fiscal year 1940, the sum of $9,8 54,600 was received on
account of shares repaid, making the total shares repaid to June 30,
1940, $15,162,900. ‘

The following statements show the transactions in connection with
the subscriptions by the Secretary of the Treasury to preferred and
full-paid income shares in these associations during the fiscal year
1940, and for the 8-year period 1933 to 1940:

Preferred and full-paid income shares of Federal savings and loan associations
subscribed by the Secretary of the Treasury to June 30, 1940, and dividends re-
cetved . :

: [Par value of shares]

Preferred Full-baid
shares [income shares|  Lotal
Total shares subseribed and paid_ .. ... . ... $637,800 | $48, 662,200 |$49, 300, 000. 00
Shares held on June 30, 1939___. ... oo 43,991,700 | 43,991, 700. 00
Less shares repaid during 1940_ ... .. ...l R . 9,854,600 | 9,854, 600.00
Shares held on June 30, 1940 ... ] 34,137,100 | 34, 137,100. 00

Dividends received on preferred and full-paid income shares:
To June 30, 1989 - - . oo | 6,440, 907.73
Duoring 1940, .. e e e 1,438, 861. 29

0 JUNe 30, 1040« - - — oo e e 7,879, 769. 02
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Par value of preferred and full-paid income shares of Federal savings and loan
associations subscribed by the Secretary of the Treasury, and dividends received,
by fiscal years 1934 to 1940

[In thousands of dollars)

1934 1935 1936 1937 1938 1039 1940 Totaj

Preferred shares:

Subseriptions....____.___._.____. 511 b1 PR IS IS IO R, 638
Repaid__.._._..__ RSP PRI, PRI 12 585 22 19 .o 638
Full-paid income shari :
Subscriptions__._. P 575 [ 31,251 | 16,836 | .o _|oceeooofeoeooifeoo | 48,662
epaid___._._____ PO RPN PP 65 454 3591 3,792 | 9,855 14, 525
Shares held June 30__. 1,086 | 32,464 | 49,223 | 48,184 | 47,803 | 43,992 | 34,137 | 34,137

Dividends received. ... _|._____ 77| 1186 | 1,700 | 1,739 | 1,689 | 1,439 | 7,880

Federal home loan banks

Twelve Federal home loan banks were established pursuant to the
Federal Home Loan Bank Act, approved July 22, 1932 (47 Stat. 728).
These banks are supervised by the Federal Home Loan Bank Board.
The act provides that the Board, with the approval of the Secretary
of the Treasury, shall determine the minimum capital of each bank,
which shall be not less than $5,000,000. It further provides that the
Secretary of the Treasury shall subscribe, on behalf of the United

“States, for such part of the minimum capital of each Federal home
loan bank as is not subscribed for by members within 30 days after
books had been opened for stock subscriptions. Payments for stock
subscriptions by the Secretary of the Tredsury are subject to call in
whole or in part by the Board, with the approval of the Secretary of
the Treasury, at such time or times as may be deemed advisable.

To enable the Secretary of the Treasury to make payments upon
stock of Federal home loan banks subscribed for by him, the sum of
$125,000,000, or so much thereof as may be necessary for such purpose,
was allocated and made available to the Secretary of the Treasury out
of the capital of the Reconstruction Finance Corporation and the
proceeds of notes, debentures, bonds, and other obligations issued by
the Corporation. ‘

‘Pursuant to the act approved February 24, 1938, the Secretary of the
Treasury canceled notes of the Reconstruction Finance Corporation
aggregating $126,301,906.17, equivalent to the amount of funds
advanced by the Corporation for capital of the Federal home loan
banks, plus interest paid to the Treasury on account of such notes.

The act of July 22, 1932, provided that the capital subscribed for by
the United States was entitled to receive dividends at a rate of 2 per- -
cent per annum cumulative from the date of investment, but in any
case In which the rate of dividend is in excess of 2 percent the stock
subscribed for by the United States shall be entitled to dividends
at a rate not in excess of that paid on other stock. The act of May 28,
1935, amending the act of July 22, 1932, provides, however, that all
stock of any Federal home loan bank shall share in dividend
distributions without preference. ' o

Under the provisions of the act of June 25, 1940, the Reconstruction
Finance Corporation is authorized to purchase at par any part of
the stock of any Federal home loan bank owned by the United States,
and the Secretary of the Treasury is authorized on behalf of the
United States to sell such stock to the Corporation. No sales were
made during the fiscal year 1940.
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During the fiscal year 1940, there were no transactions affecting the
shares of stock subscribed for and held by the Secretary of the Treas-
ury. The dividends received during the year aggregated $1,490,-
391.27. The following statement shows the shares of stock subseribed
for and held by the Secretary of the Treasury and the dividends
received and covered into the Treasury as miscellaneous rece1pts to
June 30, 1940:

Subscriptions by the Secretary of the Treasury to stock of the Federal home loan banks

to June 30, 1940, and dividends received

Shares sub- Dividends received
scribed and
Federal home loan bank heig4%‘1(’;gfo’ To June 30, Tiscal year | Total to June
value) 1939 -+ 1940 30, 1940
BOSEOD. - - e ceeece e mmcmemememee $12, 467, 500 $658, 454, 61 $124, 675. 00 $783,129. 61
New York. 18, 963, 200 1,401, 036. 75 189, 632. 00 .1, 590, 668. 75
Pittsburgh_.. 11, 146, 300 834,111.39 111, 463. 00 945, 574. 39
Winston-Salem. 9, 208, 200 603, 825. 29 92, 082. 00 695, 907. 29
Cincinnati. .. 12, 775, 700 1,435,749. 79 223,574.75 1, 659, 324. 54
Indianapolis 6, 577, 400 574,986. 59 98, 661. 00 673, 647. 59
Chicago. ... 14, 173, 900 1,378, 209. 45 212, 608. 50 1, 590, 817. 95
Des Moines. - 7,394, 900 634, 313. 31 92, 436. 26 726, 749. 57
Little Rock. 8,772,400 551, 304. 56 87,724.00 639, 028. 56
Topeka._._ 7, 333, 600 313, 252. 56 73, 336.00 386, 588. 56
Portland._.._ 5,960, 000 349, 790. 88 59, 600. 00 409, 390. 88
Los Angeles.. 9, 967, 900 426,733.35 124, 598. 76 551, 332. 11
Total .. 124, 741, 000 9, 161, 768. 53 1,490, 391. 27 10,652, 159. 80

The following statement shows subscriptions to capital stock of the
Federal home loan banks by the Secretary of the Treasury and
dividends received for the fiscal years 1933 to 1940:

Subscriptions by the Secretary of the Treasury to stock of the Federal home loan
banks and dividends received, fiscal years 1933 to 1940

{In thousands of dollars)]

Federal home loan bank 1933 1934 1935 1936 1937 1938 1939 1940 | Total
Subscriptions to stock (par value)
Boston ..o 2,500 | 2,500 .___..__. 300 | 6,150 ( 1,018 | o _|oceoooo 12, 468
New York_. - 1,000 £ 2,963 | N
Pittsburgh - 1, 100
‘Winston-Salem - 1,800
Cincinnati PO R
Indianapolis. - U R,
Chicago....._. - 4,174
Des Moines :
Little Rock
opeka____.
Portland____
Los Angeles
Total ...
Boston - -ooooeeooa 187 125 783
New York 285 190 1,591
Pittsburgh.. 111 111 945
Winston-Salem . ..o |oooioifecaail oo 184 122 114 92 92 92 696
Cmcmnatl .................... 96 319 255 254 256 256 223 1,659
........ 77 119 89 92 99 99 99 674
........ 119 199 212 281 284 283 213 1, 591
........ 68 68 72 131 148 148 92 727
Little Rock ... f__._.._ 77 119 93 86 88 88 88 639
X 11 < SR AP PRI N 109 58 73 73 74 387
118 71 87 74 59 409
72 59 123 150 124 551
1171 (RN ISR 653 1 1,501 1,612 | 1,603 | 1,867 | 1,846 | 1,400 | 10,652
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Federal land banks

Capital stock.—Under the act of January 23, 1932, amending the
Federal Farm Loan Act, it is the duty of the Secretary of the Treasury
on behalf of the United States, upon the request of the board of
directors of any Federal land bank made with the approval of the
Farm Credit Administration, to subscribe from time to time for
capital stock of such bank. The act further provides that such stock
may at any time, in the discretion of the directors and with the
approval of the Farm. Credit Administration, be paid off at par
and retired in whole or in part and that the Farm Credit Adminis- -
tration may at any time require such stock to be paid off at par and
retired in whole or in part if in its opinion the bank has resources
available for such purpose. The proceeds of all repayments on account
of stock subscribed for by the Secretary of the Treasury are held in
the Treasury and are available for the purpose of paying for other
stock thereafter issued pursuant to said act.

To enable the Secretary of the Treasury to pay for said stock,
$125,000,000 was appropriated under the act approved February 2,
1932. The following statements show the transactions in connection
with subscriptions to stock of Federal land banks during the fiscal
year 1940, and a summary of such transactions for the fiscal years
1933 to 1940. '

Subscriptioﬁs by the Secretary of the Treasury to stock of Federal land banks and
repayments thereon, fiscal year 1940

[Par value of shares]

Shares sub- | Shares repaid| Shares held
Federal land bank JSuh;; %%h]%]g) scribed fiscal | fiscal year | June 30, 1940
4 year 1940 1940 I

$38, 715 $4, 128, 590

Springfield. . . $4,167,305 |__.

Baltimore - 7,270,970 5, 750, 315
Columbia. - 15,633,915 |. 14, 610, 535
Louisville... 4,123,485 |.__ 4,064, 145
New Orleans. ... .o ieeeaean 16, 638, 570 14, 603, 555
St. Louis._..._ .- 7,774, 515 7,691, 435
St, Paul. . 33, 704, 235 39, 815, 845
Wichita. .. 5, 625, 295 5, 569, 600
Houston. . 5, 215, 380 5, 156, 235
Berkeley. - . 3, 573, 100 3, 536, 955
Omaha. .. cecamaas 5,925, 285 5, 816, 370
SPOKANG. - - e cecicceanaan 15, 300, 265 14, 256, 420

Total. oo ieeeas 124, 952, 320 6, 146, 310 6, €98, 630 125, 000, 000
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Subscriptions by the Secretary of the Treasury to stock of Federal land banks, and
7epayments thereon, fiscal years 1933 to 1940

[In thousands of dollars]

Shares Repayments .
sqg-d Net spr-
seribe: scriptions
Federal land bank and held June 30,
T u%e3 21'30, 1934 1935 1936 1937 1938 1939 1940 1940
1 .
Springfield._.._____._.__ 8, 655 29 228 82| 1,059 49 1,040 39 4,129
Baltimore......._. 6,729 63 1778 68 44 34 27 1, 521 5, 750
13,188 90 12,635 44 21 16 18 1,023 14, 611
8,210 168 | 1,012 214 | 1,082 56 | 1,555 59 4, 064
12,879 20 | ! 5,869 21 2,013 21 34| 2,035 14, 604
9, 638 182 812 452 215 109 94 7,691
19, 103 323 | 1,902 |11,376 | 13,209 {15,434 |16, 718 16,111 39, 816
7,134 59 818 363 | 146 67 56 5, 570
9,475 |- 196 699 157 1,097 63| 2 048 59 5, 156
7,212 102 690 164 1,067 61 1, 555 36 3, 537
9, 652 443 1,881 764 360 180 99 - 109 5,816
14 883 63 1699 193 43 41 42 | 1,044 14, 256
2124, 758 1,738 [ 11,939 1,046 | 3,848 | 14,737 1151 147 125, 000

1 Excess of subscriptions over repayments.

2 Excludes capital stock amounting to $114,274.25 subscribed for under the Federal Farm Loan Act of
July 17, 19_16‘; as amended, which amount was repaid during the fiscal year 1934 and credited as a miscella-
neous receipt.

Payments on account of reductions in inlerest rates on mortgages and
subscriptions to paid-in surplus.—The Secretary of the Treasury is
directed, under certain conditions, to make payments to Federal land
banks equa,l to the amount by which interest payments on mortgages
held by such banks have been reduced pursuant to the Federal Farm
Loan Act, as amended, and he is also to subscribe, under specified
conditions and in the manner prescribed by the Federal Farm Loan
Act, as amended, to the paid-in surplus of each Federal land bank an
amount equal to the amount of all extensions and deferments of any
obligation that may be or may become unpaid under the terms of any
mortgage.

Amendments to the law under which subscriptions are made to the
paid-in surplus of the Federal land banks are contained in the Farm
Credit Act of 1937, approved August 19, 1937. The period for which
payments to Federal land banks on account of reductions in interest
rates may be made was extended to June 30, 1942 pursuant to Pubhc
No. 672, enacted June 29, 1940.



182 REPORT OF THE SECRETARY OF THE TREASURY

A statement as of June 30, 1940, of the amounts appropriated on
account of reductions in interest rates on mortgages and of payments
to Federal land banks for this purpose is here set forth, followed by a
summary of such transactions for the fiscal years 1934 to 1940:

Appropriations on account of reductions in inlerest rates on mortgages, and payments
to Federal land banks for this purpose to June 30, 1940

1. Amounts appropriated:

To June 30, 1989. . e ccccecceeaeaaaenn $151, 400, 000. 00
Treasury Department Appropriation Act, 1940, May 6, 1939 oo eeeeae 29, 700 000. 00
Total to June 30, 1040, e 181, 100, 000. 00

2. Payments to Federal land banks:

Amount paid | Amount paid | Amount paid

Federal land bank to Tune 30, 1939 | fiscal year 1940 | to June 30, 1040
Springfield $5,287,407.92 | $1,068,808.17 |  $6, 356, 216.00
Baltimore. 6,448, 138,46 | 1,230,500.12 | 7,678, 647.58

6,047, 376, 27 1,124,129, 97 7,171, 506. 24
14, 693, 406. 23 2, 889, 830. 76 17, 583, 236.99
8,084,716.89 1,191,874.15 9, 276, 591. 04

Columbia.
Louisville_.

St. Louis.... 12, 557, 058. 91 2, 599, 312.83 15,156, 371. 74
St. Paul.__ 20, 367, 663. 96 4,293, 049. 11 24, 660, 713.07
Wichita. s 11, 760, 127. 21 2,314,117.75 14, 074, 244. 96
D2 2001703 ¢ 16, 626, 239. 98 3, 233, 361. 88 19, 859, 601. 86
Berkeley .l 8,467, 313.45 1,745, 631.05 10, 212, 844. 50
Omabha.___ .| 24,762,057.98 5, 289, 159. 78 30,051, 217. 76
Spokane ................................................ 9,054, 311.82 1, 720, 540. 15 10, 774, 851. 97

Total. el .| 144,155,819.08 | 28,700,224.72 | 172, 856,043. 80
3. Amount available for expenditure, June 30, 1940 _______ ... ... S $8, 243, 956. 20

Payments to Federal land banks on account of reductions in interest rates on mortgages
: fiscal years 1934 to 19401

[In thousands of dollars]

Federal land bank | 1934 1935 1936 1937 1938 1939 1940 | Total

Springfield . ; 267 499 | 1,018 1,186 | 1,179 | 1,138 | 1,069 6, 356

Baltimore. 413 701 1 1,277 1,410 [ 1,349 | 1,298 | 1,231 7,679
Columbia._ 314 590 | 1,299 | 1,342 | 1,283 | 1,220 | 1,124 7,172
Louisville_. 709°| 1,285 | 3,061 | 3,347 | 3,220 | 3,072 | 2,889 | 17,583
New Orleans. 848" 922 1,759 | 1,515 ] 1,656 | 1,384 | 1,192 9,276
8t. Louis._ 542 1 1,014 | 2,537 | 2,900 1 2,830 { 2,734 | 2,599 | 15156
8t. Paul 655 | 1,403 | 4,061 | 4,878 1 4,804 [ 4,567 | 4,293 | 24,661
‘Wichita, 579 995 1 2,324 | 2,681 2,667 | 2,514 | 2,314 | 14,074
Houston 890 | 1,621 | 3,296 | 3,765 | 3,615 | 3,440 | 3,233 | 19,860
Berkeley 306 687 | 1,715 | 1,976 | 1,921 | 1,862 1,746 10 213 -
Omaha__ 876 | 1,792 4,860 | 5847 5771 | 5616 | 5,289 30 051
Spokane. ... o 630 969 | 1,858 | 1,983 | 1,819 [ 1,795 | 1,721 10, 775
Total._ ... .. 7,029 | 12,478 | 29,065 | 32,830 | 32,114 | 30,640 | 28,700 | 172,856

t No transactions prior to 1934.
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A statement as of June 30, 1940, of the amounts appropriated for
subscriptions to the paid-in surplus of Federal land banks on account
of extensions and deferments, and payments to Federal land banks
for this purpose, is here set forth together with a summary of such
subscriptions for the fiscal years 1034 to 1940:
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Appropriations for subscripiions to the paid-in surplus of Federal land banks on

account of extensions and deferments, and payments for this purpose to June 30,

1940

1. Amounts appropriated:

Mo June 30, 1939 e mam
Total to June 30. 1940 et -

2. Payments to Federal land banks:

$189, 000, 000. 00
189, 000, 000. 00

Amount paid { Net amount | Amount paid
Federal 1and bank to June 30, paid fiscal year | to June 30,
1939 1940 1940

Springfield. o iiciiiiimaae $10, 816, 876. 33 ' $863, 327. 67 $9, 953, 548. 66
Baltimore: ..o 4,717, 604. 53 ' 182, 353. 24 4, 535, 251. 29
Columbia._ 9, 601, 364. 43 52, 588. 99 9, 653, 953. 42
Louisville. 10, 205, 602. 36 1372, 084.43 9,833, 517,93
New Orlea 16, 306, 254.39 | ' 1,454,223.98 14, 852, 030. 41
St. Louis 13, 035, 530. 96 ' 441, 709. 39 12, 593, 821, 57
St. Paul 28, 642, 491. 25 2,042, 074.79 30, 684, 566. 04
Wichita 15, 538, 166. 70 967, 053. 51 16, 505, 220. 21
Houston 13, 326, 869. 71 ' 446, 621. 02 12, 880, 248. 69
Berkeley 20,747,843.93 | 1 1,175.000. 00 19, 572, 843. 93
Omaha . - ..t eciiicio. 27, 827, 009. 59 2, 456, 367. 98 30, 283, 377. 57
SPOKANE - < - e oo et e e e 15, 963, 287. 35 ' 14, 902. 57 15,948. 384. 78

BN+ ) S 186, 728, 901. 53 567,862.97 | 187, 296, 764. 50

3. Amount available for expenditure, June 30,1940 . ______________________________ e

' Excess of credits (deduct).

$1, 703, 235, 50

Subscriptions by the Secretary of the Treasury to paid-in surf;lus of the Federal land
banks, fiscal years 1934 to 19401

[In thousands of dollars}

Federal land bank 1934 1935 1936 - | 1937 1938 | 1939 1940 | Total
1,625 | 1,949 1 2,400 | 2,340 | 1,975 528 2863 9, 954
1,710 680 447 80 | 1,679 121 2182 4, 535
2,463 952 | 1,036 | 2,220 { 1,795 | 1,135 53 9, 654
Louisville_ 2,137 | 2,118 | 1,727 | 2,412 | 1,909 297 2372 9,834
New Orlea 6,725 | 4,053 | 1,901 [ 1,602.| 1,190 835 | 21,454 | 14,852
St. Louis. 3,442 | 2,035 | 3,039 | 2,343 | 1,831 346 2442 | 12,594
8t. Paul.__ 6,297 | 3,984 | 2,412} 5685 | 6,992 | 3,273 2,042 30,685
Wichita. . 3,351 | 2,238 | 3,468 | 3,943 | 2,021 51 967 | 16,505
Houston._ 2,758 | 2,422 | 1,675 | 2,355 | 2,678 | 1,439 2447 | 12,880
Berkeley. - 1,761 | 4,623 | 4,730 [ 4,049 | 4,650 935 |21,1756 | 19,573
maha. ... 3,663 | 4,205 | 6,930 | 6,555 | 4,683 | 1,791 | 2,456 | 30,283
Spokane. ..o 4,932 | 4,371} 2,703 | 1,615 | 1,574 76! 215 | 15,948
Total. 40,864 | 33,630 | 32,468 | 35,199 | 82,977 | 11,591 568 | 187,207

1 No transactions prior to 1934.
? Decrease (deduct).

Federal Farm Mortgage Corporation

Under the Emergency Farm Mortgage Act of 1933, approved May
12, 1933, as amended, the Secretary of the Treasury 1s authorized
to pay to the Federal Farm Mortgage Corporation such amount as
the Governor of the Farm Credit Administration certifies to the
Secretary of the Treasury is equal to the amount by which interest
payments on mortgages held by such Corporation have been reduced.
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A statement of the amounts appropriated and payments to the
Federal Farm Mortgage Corporation follows.

Appropriations on account of reductions in interest rate on mortgages, and payments
to the Federal Farm Morigage Corporation for this purpose, fiscal years 1938 to
1940 :

1. Amounts appropriated:

Third Deficiency Appropriation Act, 1937, Aug. 25, 1937 oooimmeooooe $5, 000, 000. 00
First Deficiency Appropriation Act, 1938, Mar. §, 1938 _ . . ..o ... 2, 500, 000. 00
Treasury Department Appropriation Act, 1939, March 28, 1938 -- 8,200, 000.00
Treasury Department Appropriation Act, 1940, May 6, 1939. .. .. .. .._ 7, 425, 000, 00
“Total to June 30, 1940. - - o e cmccdcdceaen 23, 125, 000. 00
2. Payments to Federal Farm Mortgage Corporation:
Fiscal year 1088 . o e $5, 726, 515. 05
Fiscal year 1030 . . . e 7,818, 547. 62
Fiscal year 1940, - o oo e 7,125,158, 14
Total to June 30, 1940 (AeQUCE). - e i eiiccceececacaaa 20, 670, 220. 81
3. Amount available for expenditure, J une 80, 1940 e mmmmm—mmmaman 2,454,779.19

Advances to Federal Reserve Banks for industrial loans

Under section 1 of the act approved June 19, 1934 (48 Stat. 1105),
amending the Federal Reserve Act by adding section 13 (b), the
Secretary of the Treasury was authorized to pay Federal Reserve
Banks for industrial loans an amount not to exceed the par value of
the holdings of each Federal Reserve Bank of Federal Deposit Insur-.
ance Corporation stock.! The maximum amount payable to each
bank, based upon its holdings of such Federal Deposit Insurance
Corporation stock, is shown in the table on page 185.

Section 13 (b) provides that in exceptional circumstances, when it
appears to the satisfaction of a Federal Reserve Bank that an estab-
lished industrial or commercial business located in its district is unable
to obtain requisite financial assistance on a reasonable basis from the
usual sources, the Federal Reserve Bank, pursuant to authority
granted by the Board of Governors of the Federal Reserve System,
may make loans to, or purchase obligations of, such business, or make
commitments with respect thereto, on a reasonable and sound basis,
for the purpose of providing it with working capital. The section also
provides that each Federal Reserve Bank, under certain conditions,
shall have power to discount for, or purchase from, any bank, trust
company, mortgage company, credit corporation for industry, or other
financing institution operating in its district, obligations having
maturities not to exceed 5 years, entered into for the purpose of
obtaining working capital for any such established industrial or com-
mercial business; to make loans or advances direct to any such financ-
ing institution on the security of such obligations; and to make
commitments with regard to such discount or purchase of obligations
or with respect to such loans or advances on the security thereof,
including commitments made in advance of the actual undertaking of
such obligations.

Before any advances were made, each Federal Reserve Bank was
required to file with the Secretary of the Treasury an agreement to
hold its.stock in the Federal Deposit Insurance Corporation unen-
cumbered and to pay to the United States all dividends, all payments
~ onliquidation, and all other proceeds of such stock for which dividends,
payments, and proceeds the United States is secured by such stock
up to .the total amount paid each Federal Reserve Bank by the

1 The amount of stock held was $139,299,557.
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Secretary of the Treasury. Each Federal Reserve Bank, in addition,
was required to agree that, in the event such dividends, payments,
and other proceeds in any calendar year did not aggregate 2 percent
of the total payment made by the Secretary of the Treasury; it would
pay to the United States in such year such further amount, if any,
up to 2 percent of the said total payment, as would be covered by the
net earnings of the bank for that year derived from the use of the sum
so paid by the Secretary of the Treasury, and that for the amount so
due, the United States would have a first claim against such earnings-
and stock; and further, that it would continue such payments until
the final hiquidation of such stock by the Federal Deposit Insurance
Corporation. -

All amounts required to be expended by the Secretary of the Treas-
ury, in order to carry out the provisions of this section, were appro-
priated and authorized to be paid out of moneys derived from the
increment resulting from the reduction of the weight of the gold dollar
under the President’s proclamation of January 31, 1934.1

No advances were requested by the Federal Reserve Banks during
the fiscal years 1939 and 1940. The maximum amount of advances

" authorized for each Federal Reserve Bank, and the total amount
advanced to June 30, 1940, are shown in the following table:

: Maximum Total
Federal Reserve Bank payments amount
authorized advanced

$5,272,031.55 |  $756,934.44
10,230,236.88 | 2,875, 115.98
19,748, 516.70 | 1,417,701.33
14,146,863.66 | 1,015, 571,33
4,359,338.10 | 1,251,788.08
4,131,276.30 | 1,145,717.73
3,500, 467.65 | 1,007, 746.96
42 520,210.65 | 7,752,044, 63
14,620, 883.52 | 4, 198, 400, 60
5,808, 201.43 | 3,420, 662.05
5,003,112.25 547,832, 83
9,850,328.30 | 2,156,795.01

Tobal. e 139, 299, 556. 99 | 27, 546, 310. 97

The United States has received no payments from dividends, pay-
ments on liquidation, or other proceeds from the Federal Deposit
Insurance Corporation stock held by the Federal Reserve Banks.
The total amount of advances to the Federal Reserve Banks and the
arriounts paid by such banks to the Treasury Department are shown
below:

Excess

ﬁdlggg:gfl Pay- | advances

Year Reserve |nentsto | over pay-
- Banks | Lreasury|ments (cu-
mulative)
$20, 931,857 |._...._... $20, 931, 857

5, 614,454 | $207, 667 | 26, 248, 644
875,000 | 227,517 | 26,896,127
125,000 | 176,760 | 26,844, 367
............ 119,319 | 26,725,048
............ 24,579 | 26,700, 469

27,546,311 | 845,842 | 26,700, 469

1 See p. 129.
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The following statements summarize the transactions in connection
with advances to Federal Reserve Banks under section 13 (b) of
the Federal Reserve Act, by years:

Advances to the Federal Reserve Banks for industrial loans, by fiscal years 1935 to

19381
Federal Reserve Bank 1935 1936 1937 1938 Total

Atlanta.________. e $756,934 | ......_. $756, 934
Boston. ... 2, 166, 638 $708,478 2,875,116
Chicago- .. 1,417,701 | 1,417,701
Cleveland. 1,015,571 |ooooeeoo .. 1,015, 571
Dallas....._. 938, 841 312,947 1,251,788
Kansas City... 778, 791 366, 927 1,145,718
Minneapolis. 1,007, 747 | oo ooo-. 1,007, 747
6, 586,057 | 1,165,088 7,752,045
2,099,200 | 2,099, 201 4,198, 401
2,918, 649 501, 913 3, 420, 662
547,833 | ... - 547,833
697,895 459,000 | $875,000 | $125, 000 2, 156 795
Tota) o iailiaea. 20,931,857 | 6,614,454 | 875,000 | 125,000 | 27,546,311

1 No advances made during the fiscal years 1939 and 1940. .

Payments received by the Treasury from the Federal Reserve Banks, by ﬁscal years
1936 to 1940

Federal Reserve Bank 1936 1937 1938 1939 1940 Total
$9, 066 $14, 810 $23,876
49,012 51 91,742
17,637 100, 179
8,734 6, 868
23,428 74,117
.......... 35, 204
16,854 34,319
, 238 82, 987
Philadelphia 41,984 203, 888
Richmond 66, 714 66, 714
St. Louis_ oo 5,048
Ban Franeisco. oot e ae
Total. il 207,667 | 227,517 | 176,760 | 119,319 845, 842

Appropriations and expenditures under the Social Security Act

The Social Security Act, approved August 14, 1935, as amended,
provided, among other thmgs for the establishment of a system of
Federal old- -age beneﬁts and for grants-in-aid to the several States
to enable them to make more adequate provision for aged persons,
blind persons, dependent and crippled children, maternal and child
welfare, public health, and the administration of their unemployment
compensation laws.

Under the provisions of section 201 (a) of the Social Security Act
and amendments of 1939, approved August 10, 1939 (see exhibit on
page 578), appropriations to the Federal old- -age and survivors insurance
trust fund for the fiscal year 1941 and each - year thereafter are equal
to 100 percent of the taxes received under the Federal Insurance
Contributions Act and covered into the Treasury.

The amounts appropriated to June 30, 1940, under the various
authorizations contained in the Social Securlty Act and total expendi-
tures from such appropriations to June 30, 1940, are shown 1n the
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table on page 683. The responsibilities of the Treasury Department
and its activities in connection with the Federal old-age and survivors
insurance trust fund and the unemployment trust fund are described
under “Trust funds” beginning on page 212.
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Obligations of foreign governments

The United States received, during the year, payments aggregating
$413,747.32 on account of the indebtedness of foreign governments,
of which $74,000 was for account of principal, $301,686.32 was for
account of mterest and $38,061 was for account of annuities under
the moratorium agreements This does not include a payment of
$100,000 by the Rumanian Government on June 15, 1940, made as

‘g token of its good faith and of its real desire to reach & new agree-
ment covering’’ Rumanian indebtedness to the United States.
The following statement shows the payments due during the
period July 1 to December 31, 1939, and the amounts actually paid on
account by certain governmentS'

AMOUNTS DUE AND PAYABLE, JULY 1 TO DECEMBER 31, 1939

Funding agreements

Moratorium

Country agreements Total
Principal Interest
Belgium_____________ Y PSS, $4, 158, 000. 00 $484, 453. 88 $4, 642, 453. 88
Czcchoslovakla. - $1,500,000.00 |- ... 182,812.78 1,682,812.78
Estonia.__........ 141, 000. 00 286, 265. 00 36, 585. 29 463.850.29
Finland.. 74, 000. 00 141, 662. 50° 19, 030. 50 224, 693. 00
France. ..o iiiiae el 19, 261, 432. 50 3,046, 879. 72 22, 308, 312. 22
Great Britain. 37,000,000.00 | 75,950,000.00 9,720, 765.05 | 122, 670, 765. 05
Teece. 475, 000. 00 217, 920. 00, 67,137.38 760, 057, 38
Hungar 14, 850. 00 33,185.08 4,225, 58 52, 260. 66
67 ) U S, 1, 245.437. 50 896, 155. 88 2, 141, 593. 38
Latvia 57, 600. 00 119, 609. 00 15,274. 26 192, 483. 26
FRATTOT: o) C. YRR A 107, 783. 67 13, 683. 26 121, 466. 93
Poland 1, 623, 000. 00 3, 582, 810.00 456,229, 71 5,662, 039. 71
Rumania. i faeiaiiaiial 907, 559. 81 48, 750. 08 956, 309. 89
Yugoslavia. oo oo ool 38,515.63 | :ioooiooooooo. 38, 515.63
Total ot 40, 885,450. 00 | 106,050, 180.69 | 14,991,983.37'| 161,927, 614,06
AMOUNTS ACTUALLY PAID
Finland.. . $74,000.00 $141, 662. 50 $19, 030. 50 $234, 693.00
Hungary. 9,828.16 |- ... , 828.16
e 74, 000. 00 151, 490. 66 19, 030. 50 244, 521. 16

269677—41——14
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The following statement shows payments due during the period
January 1 to June 30, 1940, and the amounts actually paid on account:

AMOUNTS DUE AND PAYABLE, JANUARY 1 TO JUNE 30, 1940

- Funding agreements

Moratorium Total

Country agreements

Principal Interest

$4, 800, 000.00 | - $4,158,000.00 |-  $484,453.88 $9, 442, 453. 88

1,500,000.00 |_______ . __..... 182,812.78 1,682,812.78

................ 286, 265. 00 36, 585. 29 322, 850. 29

................ 140, 367. 50 19, 030. 50 159, 398, 00

80,063,798.30 | 19, 261, 432. 50 3,046,879.72 | 102, 372 110. 52

Germany (Austnan indebtedness) . . ... 1 460,093.00 |- A, 34, 767. 23 494, 860, 23
Great Britain. ... ______]..] e ean 75, 950, 000. 00 9,720, 765. 05 85, 670, 765. 05
GIeece. oo iiciiiiaeiiaios 480, 000. 00 217, 920. 00 67,137.38 765,057, 38
Hungary. ..o | 33,185.08 4, 225..58 37, 410. 66
1171 ), 15, 800, 000. 00 1, 245, 437. 50 896, 155. 88 17,941, 593. 38
Latvia_ .. i eceicciaaaoo 119, 609. 00 15, 274. 26 134 883. 26
Lithuania_______.____._ ... 51, 335.00 107, 783.67 13, 683. 26 172,801, 93
Poland. .. emeicieeeas 3, 582, 810. 00 456, 229. 71 4,039,039.71
Rumenia....... .. 430, 560. 43 907 559. 81 48, 750. 08 - 1,386, 870.32
Yugoslavia. ..o oo 488, 000. 00 38, 515.63 |.aeeooo 526, 515. 63
Total. i 104, 073,786. 73 | 106,048,885.69 | 15,026, 750.60 { 225,149, 423.02

AMOUNTS ACTUALLY PAID

' Fintand. .o o . $140, 367. 50 $19, 030. 50 $159, 398. 00
Hungary 9, 828. 16 9, 828. 16
Rumanisa *

1 7 Y RN ISR 150, 195. 66 19, 030. 50 169, 226. 16

L The German Government has been notified that the Government of the United States will look to the
German Government for the discharge of this indebtedness of the Government of Austria to the Govern-
ment of the United States.

2 Payment of $100,000 made by Rumanian Government on June 15, 1940, which was made as ‘“‘a token
({; its gdogd faith and of its real desire to reach a new agreement covering’’ Rumania’s indebtedness to the

nited States.-

The following statement summarizes ﬁhe payments made on account
of the indebtedness of foreign governments during the fiscal years
1933 to 1940, classified by countries and also by the application of

the payments to principal, interest, and .annuities under the mora-
torium agreements:

Payments made on account of indebtedness of foreign governments lo the Uniled States,
fiscal years 1933 to 1940, classified by countries and also as to principal, interest,
and annuities under the moratorium agreements

1933 1934 1935 © 1936
AY
COUNTRY
Czechoslovakia $1, 500, 318.98 $329, 595. 19
Finland_.___________.______...__ 186, 355. 59 544, 632. 91
Great Britain .| 95,550.000.00 | 17,500, 518.42
Greece ..o lociieiecee-n - 65,376.00 |- ccoooaeaaes
Hungary. o coooeeeoomoooo -
Ttaly. ol 1, 245, 437. 50 2, 000 020. 76
Latvia. .o .. - 117, 852.12 9, 530. 16
Litbuania.__ - 92, 386. 01 16 990. 35
Rumania._ ... 29 061. 46 -
Total . . 98,757,726.20 | 20,430, 349. 25 666, 391. 00 547, 312. 50
‘ . ACCOUNT

Funding agreements:

31, 567, 518. 98 391, 595. 19 62, 000. 00 65, 000. 00

67,190,207.22 | 20,000,693.06 | 1566, 330.00 444, 251. 50
................ 38, 061. 00 38, 061. 00 38, 061. 00

98, 757,726.20 | 20,430, 349. 25 666,.391. 00 547, 312.°50

1 Does not include $1,433.01 received and credited to interest on unfunded indebtedness of Russia.
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Payments made on account of indebtedness of foreign governments to the United States,
Jiscal years 1938 to 1940, classified by countries and also as to principal, tnterest,
and annuities under the moratorium agreements—Continued

1937 1938 1939 1940 Total

COUNTRY

$1,820,914,17
-3, 096, 004. 50
113, 050, 518. 42
47, 952 00

58, 068. 96
3,245,458, 26
127, 382. 28

109, 376. 36

29, 061. 46

174, 336. 00
19, 656. 32

87,168.00
19, 656. 32

Total. oo 590, 586. 50 | 588,070.82 | 500,452,82 | 3 413,747.32 | 122, 404, 636. 41
ACCOUNT
 Funding agreements: °
Principal.._. 67, 000. 00 69, 000. 00 71, 000. 00 74,000.00 | 32,367,114, 17
Interest 485,525.50 | 481,000.82 | 391,391.82 | 301,686.32 | 89,861,095.24
Moratorium agreements 38, 061. 00 38, 061. 00 38, 061. 00 38,061.00 266, 427. 00
Total oo s 590, 586. 50 | 588,070.82 | 500, 452.82 | 2 413,747.32 | 122, 494, 636. 41

2 Does not include payment of $100,000 by Rumanian Government on June 15, 1940, which was made as
“‘a token of its good faith and of its real desire to reach a new agreement covering’’ Rumania’s indebtedness
to the United States. )

Press releases of the Treasury Department and correspondence ex-
changed between the Government of the United States and various
foreign governments regarding the amounts due during the fiscal year
will be found as exhibit 43 on page 544 of this report.

A statement showing the principal of the funded and unfunded
indebtedness of foreign governments to the United States, the accrued
and unpaid interest thereon, and payments on account of principal
and interest as of November 15 1940, appears as table 56 on page 795.

The total amounts prev10usly due from foreign governments on
account of their indebtedness to the United States under the funding
and moratorium agreements and not paid-as of November 15, 1940,
according to contract terms, are shown in the following statement:

TOTAL AMOUNTS DUE AND NOT PAID, AS OF NOVEMBER 15, 1940

Funding agreements

: Moratorium
Country . Total
Principal Interest agreements .
Belgium_ ... .. ... --| $36,100,000.00 | $55, 830,000.00 | $6,782,354.32 ( $98,712,354.32 |
Czechoslovakia_ ..o ... 22,170,085.83 |-cooo____ 2, 559, 378. 92 24,729, 464. 75
Estonia. . .....o._..oo..o P, 1, 000. 000. 00 4, 539, 345. 00 512,194. 06 6, 051, 539. 06
France. .o oo 438,730,128.79 | 308,182,920.00 | 42,656,316.08 | 789, 569, 364,87
Germany (Austrian indebtedness)t....| 2,300,465.00 |- ..o ... , 836. 15 2,474, 301.15

Great Britain

239, 000, 000. 00
6, 863, 000. 00
108, 025. 00

-| 111, 200, 000. 00

, 700. 00

- 364, 160. 00
11, 973 000. 00
11 630 560.43
3, 213, 000, 00

1,121,749,481. 58
2,713, 507. 50
457,770, 13

16. 681, 541, 74
1,778, 604. 84
1,553, 571. 70
56, 813, 130. 00
1,815,119, 62
231, 093.78

136, 090, 710.70
1, 007, 060.-70
59,158.12

12, 546,182, 32

6, 387 215. 94
682, 501. 12

1,496, 840, 192. 28
10, 583, 568. 20
624, 953, 25
140,427, 724. 06
2, 306, 144, 48
2,109, 207. 34
75,173, 345. 94
14,128, 181.17
3,444, 093.78

885, 056, 125. 05

1,572,346,085. 89

209, 862, 313. 71

2, 667, 264, 524. 65

t The German Government has been notified that the Government of the United States will look to the
German Government for the discharge of this indebtedness of the Government of Austria to the Govern-

ment of the United States.

¢ The Hungarian Government has deposited with the foreign creditors’ account at the Hungarian National
Bank an amount of Hungarian currency equivalent to the interest payments due from December 15, 1932,
to June 15, 1937. The debt funding and moratorium agreements with Hungary provide for payment in

dollars in the .United States.

3 The Rumanian Government paid to the Treasury on June 15, 1940, the amount of $100,000 as ‘“‘a token
of its good faith and of its real desire to reach a new agreement covering’’ Rumania’s indebtedness to the

United States.
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Finland.—Finland continued during the year to make full payment
of amounts due on its indebtedness to the United States. The amount .
of the December 1939 payment, $234,693, at the direction of the Presi-
dent was held in suspense ““ pending such action, if any, as the Congress
might desire to take with respect to it.” (See the copy of a communi-
cation from the President to the Congress on page 545.)

On March 2, 1940, legislation was enacted ““To provide for increas-
ing the lending authority of the Export-Import Bank of Washington,
and for other purposes.” Thereafter the Export-Import Bank estab-
lished certain credits to the Finnish-American Trading Corporation,
an American Corporation organized by the Finnish minister with a
paid-in capital stock of $1,000,000, and guaranteed by the Finnish
Government, for commodity and supply purchases in this country.
Later Congress passed a joint resolution ““To authorize the postpone-
ment of payment of amounts payable to the United States by the
Republic of Finland on its indebtedness under agreements between
that Republic and the United States dated May 1, 1923, and May 23,
1932.” (See exhibit 43, page 546.) This joint resolution authorized.
postponement of amounts payable during the period January 1 to
December 31, 1940. Following approval of the joint resolution on
June 15, 1940, the December 1939 payment was covered into the
Treasury. On June 15, 1940, Finland made a payment of $159,398
i:lue on that date without exercising its option under the joint reso-

ution. :

Hungary.—In accordance with its proposal of August 16, 1937, the
Hungarian Government made semiannual payments of $9,828.16 on
December 14, 1939, and June 14, 1940, for application on account of
ghe funded indebtedness of the Hungarian Government to the United

tates. ' '

When making such payments the Hungarian Minister expressed
the hope of his government that the Congress would give favorable
consideration to its offer, made in February 1938, seeking a new debt
arrangement on a permanent basis providing for payment of the
original debt, without interest, in equal installments covering approxi-
mately 30 years. This proposal (see exhibit 48 on page 297 of the
annual report for 1938) was recommended to the consideration of the
Congress by the President on March 28, 1938, with an expression of
the belief that it represented a noteworthy wish and effort of the
Hungarian Government to meet its obligations to the United States.

Nuicaragua.—In pursuance of Article II of the Treaty of April 14,
1938, covering the adjustment of certain accounts and refund of in-
come taxes, which was ratified by the Senate on June 13, 1938, 59
obligations against the Republic of Nicaragua in the principal amount
of $289,898.78 were marked canceled and returned to the Government
of Nicaragua through the Department of State on October 6, 1939.

Rumania.—On June 15, 1940, the Rumanian minister addressed a
communication to the Secretary of State referring to the note of May
3, 1939, containing a notice that he had been designated by his
government to negotiate with the United States Government for the
purpose of reaching a new agreement in respect to the debt owed by
the Rumanian Government to the United States (sée page 294 of the
annual report of the Secretary of the Treasury for 1939). The
minister’s letter informed the Secretary of State that as a token of its
good faith and of its real desire to reach a new agreement concerning
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its indebtedness to the Government of the United States the Rumanian
Government was paying the sum of $100,000 to the American Govern-
ment, this sum to be held in a special account and “to be used if, as
and when the new agreement to be negotiated by our two governments
will have entered in force * * *77

Press releases of the Department of State dated June 15, 1940, with
respect to the indebtedness of the Government of Rumania will be
found on page 553 of this report. v

Receipts from Germany

During the fiscal year 1940 the United States received no payments
from the Government of Germany under the debt funding agreement
of June 23, 1930, covering the costs of the American Army of Occupa-
tion and the awards of the Mixed Claims Commission, United States
and Germany. .

Army costs—Payments of 9,300,000 reichsmarks were due on
September 30, 1939, and March 31, 1940, respectively, from the
Government of Germany on account of army costs under the pro-
visions of the debt agreement of June 23, 1930. Interest amounting
to 4,971,687.50 reichsmarks was also due on those dates. There has
been no change in the army cost account from that shown in the
statement appearing on page 39 of the annual report of 1932. _

Mized clavms, Umited States and Germany.—Payments of 20,400,000
reichsmarks were due on September 30, 1939, and March 31, 1940,
respectively, from the Government of Germany on account of mixed
claims awards under the provisions of the debt agreement of June 23,
1930. Interest amounting to 16,830,000 reichsmarks was also due
on those dates. .

Annuities under moratorium agreement.—The semiannual install-
ments, aggregating 3,058,098.90 reichsmarks, of the annuities under
the moratorium agreement with the Government of Germany dated
May 26, 1932, which were due during the fiscal year 1940, were not
paid by Germany. e

The status of the indebtedness of Germany to the United States as
of June 30, 1940, under the funding and moratorium agreements is
summarized in the following tables: :

AMOUNT OF INDEBTEDNESS

N -
Total indebted- Interest ac-
Class ) Inac}sef!)lltnegggss ness, June 30, Principal crued and
! 1940 unpaid !
Army costs (reichsmarks)._____._..___. 1,048,100, 000 | 1,022, 946, 007. 78 997, 500, 000 | 25, 446, 007.78
Mixed claims (reichsmarks) .. .._...._. 2,121, 600,000 | 2,112, 420, 000.00 | 2,040, 000,000 | 72, 420, 600. 00
Total (reichsmarks) . . . ....... 3,169, 700, 000 |23, 135, 366,007. 78 | 3,037, 500,000 | 97, 866, 007. 78
Total (in dollars, at 40.33 cents to the .
reichsmark) ... ... $1, 278, 340,010 (31, 264, 493, 110. 94 | $1, 225,023, 750 |$39, 469, 360. 94

! Includes interest acerued under unpaid moratorium agreement annuities. 5 §
# Includes 4,027,611.95 reichsmarks deposited by the German Government in the Konversionskasse fiir .
Deutsche Auslandsschulden and not paid to the United States in dollars as required by the debt and mora-

torium agreements.
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PAYMENTS RECEIVED

Total payments Pa;
b yments of Payments of
Class recelggdlsgomue principal interest
Army costs (reichsmarks)___ ... . ... ___...... 51,456, 406. 25 50, 600, 000. 00 © 856,406.25
Meixed claims (reichsmarks) ... ... _...._. 87, 210, 000. 00 81, 600, 000. 00 5, 610, 000. 00
Total (reichsmarks). ..o ooooceoooooe 138, 666, 406. 25 132, 200, 000. 00 6, 466, 406. 25
Total (in dollars) . . il $33, 587, 809. 69 $31, 539, 595. 84 $2, 048, 213. 85

AMOUNTS NOT PAID ACCORDING TO CONTRACT TERMS, JUNE 30, 1940

- Funding agreement

- Moratorium
Date due agreement Total
Principal Interest
Sept. 30,1933 .___________ reichsmarks. {...__........... 2, 498, 562. 50 1, 529, 049. 45 14,027,611, 95
Mar. 31,1934 ... ___._____ do____ 122,400,000 (... ________.___ 1,529,049.45 | 123,929, 049. 45
Sept. 30, 1934_____. 20, 400, 000 3, 855, 687. 50 1, 529, 049. 45 25,784, 736. 95
Mar. 31, 1935. ... __ o 82,900,000 | 4,534,250.00 | 1,529,049.45 | 88,963, 299,45

Sept. 30, 1935. . 29, 700, 000 §,212,812.50 1, 529, 049. 45 36,441, 861. 95
29, 700, 000 5,891, 375. 00 1, 529, 049. 45 37,120, 424.45
29, 700, 000 6, 569, 937. 50 1, 529, 049. 45 37,798, 986. 95
29, 700, 000 7, 248, 500. 00 1, 529, 049. 45 38,477, 549.45

. 28,600,000 7,927,062. 50 1, 529, 049. 45 38,056, 111, 95

Mar. 31, 1938.. 28, 600, 000 8, 585, 687. 50 1, 529,049.45 38, 714, 736. 95
Sept. 30, 1938..____ d 28, 600, 000 9, 244, 312. 50 1, 529, 049. 45 39, 373, 361. 95
Mar. 31,1939 .. ___ 28, 600, 000 9, 902, 937. 50 1, 529, 049. 45 40, 031, 986. 95
Sept. 30,1939 ... . 29, 700,000 { 10, 561, 562. 50 1, 529, 049. 45 41,790, 611. 95
Mar, 31,1940 ... do.... 29,700,000 | 11,240, 125.00 1, 529, 049. 45 42,469,174.45 -

Total. - ool 518,300,000 | 93,272,812.50 | 21,406,692.30 | 632,979, 504. 80
Total (in dollars, at 40.33 cents to the

reiehsmark). ... $209, 030, 390 | $37,616,925.28 | $8, 633, 319.00 | $255, 280, 634. 28

1 Includes 4,027,611.95 reichsmarks deposited by the German Government in the Konversionskasse fiir
Deutsche Auslandsschulden and not paid to the United States in dollars as required by the debt and mora-
torium agreements.

Treasury administration of alien and mixzed claims

The Settlement of War Claims Act of 1928 authorized the Secretary
of the Treasury to make payments on account of (1) awards of the
Mixed Claims Commission, United States and Germany, for claims of
American nationals against the Government of Germany; (2) awards
of the War Claims Arbiter for claims of German, Austrian, and Hun-
garian nationals against the Government of the United States; and
(3) awards of the Tripartite Claims Commission for claims of American
- nationals against the Governments of Austria and Hungary.

The time within whi¢h claimants could file applications for payment
of awards from the Mixed Claims Commission, United States and
Germany, and the Tripartite Claims Commission, United States,
Austria and Hungary, has been extended from time to time, and was -
further extended until March 10, 1940, under the joint resolution of
Congress approved May 23, 1938, a copy of which will be found as
exhibit 64 on page 346 of the annual report for 1938.

Executive Order No. 6981, dated March 2, 1935, as amended by
Executive Order No. 7111, dated July 22, 1935, removed in certain
cases the restrictions imposed by Public Resolution No, 53 of June
27, 1934, as to payments, transfers, and deliveries of property under
the Trading with the Enemy Act, as amended, and the Settlement of
War Claims Act of 1928, as amended. :

Mized Claims Commission and Private Act No. §09: Claims against
Germany.—On October 31, 1939, the Secretary of State certified to
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the Secretary of the Treasury for payment additional awards of the
Commission on account of sabotage claims aggregating $21,157,-
227.01. 'The interest on these awards from various dates to January
1, 1928, aggregates $10,236,826.74, making the total as of January 1,
1928., $31 394,053.75. No’ payments have as yet been made on
account of these awards. There is still pending in the courts a suit
filed in the District Court of the United States for the Distriet of
Columbia by the Z. & F. Assets Realization Corporation, plaintiff, v.
Secretary of State and Secretary of the Treasury, defendants.

On July 19, 1940, Private Act No. 509 for the relief of Katherine
M. Drier was approved. Under the provisions of this law the Secre-
tary of the Treasury was authorized to make payments from the Ger-
man special deposit account as if an additional award had been entered
by the Mixed Claims Commission, United States and Germany, on
behalf of Katherine M. Drier. Private Act No. 509 is set forth in
detail in exhibit 55, page 580.

No payments were made during the year on account of awards of
the Mixed Claims Commission. On August 15, 1940, the sum of
$159,070.39 was payable under the provisions of Private Act No. 509,
of which $119,501.63 was paid and there was withheld for future dis-
position the sum of $39,568.76.

The following summary shows the number and amount of awards
certified to the Treasury by the Secretary of State, the amount paid
on account, and the balance due thereon as of September 30, 1940.
Further details by classes of awards may be found in table 68, page 830.

Number and amount of awards of the Mized Clatims Commission, United States and
Germany, certified to the Secretary of the Treasury by the Secretary of State and
the amount pard and balance due, as of September 30, 19401

. Total .
Awards certified number of | Total amount
: awards :

1. Amount due on account: Principal of awards____._______________________ 7,026 $18'1, 698, 235. 30

Less amounts paid by Alien Propertby Custodian and others.._.._.______|._.__.__.___. 187, 226. 85

' . 181, 511, 008. 45

Interest to Jan. 1, 1928, at rates specified in awards_ ... _.___..___.______[_______ e 81, 465, 086. 36
Interest thereon to dal:e of payment or, if unpaid Sept. 30, 1940, at 5
percent per annum as specified m the Settlement of War Claims

Act of 1928 i ccecmcmcmcemmme el 91,938, 763. 08

Total due Claimants ..o ioieiooccocoomeicmeafoens s 854,914, 857. 89

2. Paymeut made on account to Sept. 30, 1940:

Principal of awards. ..l icicccccaceos 6, 500 | 2.125, 771, 505. 69

Interest to Jan. 1, 1928, at rates specified inawards_ ... . |ocoiiiaooo 8, 558, 952. 60
Interest at 5 percent per annum from Jan. 1, 1928, to date of payment

as directed by the Settlement of War Claims Act of 1928 ___ . ... 1, 542, 888. 09

Total payments to Sept. 30, 1940

135, 873, 346. 38
Less one-half of 1 percent deduction from each payment

565. 16
................................. 135, 193, 781. 22

Net payments made to claimants to Sept. 30, 1940

3. Balance due on account: .
Principal of awards._ .. .o e iicceel 526 | 128,258, 220.01

Interest to Jan. 1, 1928, at rates speclﬁed inawards___.____.____.___._.__|.. e 387, 416. 51
Accrued interest at 5 percent per annum from Jan. 1, 1928, on total amount
payable as of Jan. 1, 1928, to Sept. 30, 1940 e |eccmieaas 90, 395, 874. 99

Balance due claimants as of Sept. 30, 1940.

........................................ 219, 041, 511. 51

' Includes payments on account of Private Act No. 509, approved July 19, 1940,

2 Includes payments on sccount of interest to.Jam. 1, 1928, on Class IXI awards and anate Act
No. 509. Payments on this class of awards are first apphed on account of the total amount payable as of
Jan. 1, 1928, as directed by the Settlement of War Claims Act of 1928 until total of all payments on
the three classes equals 80 percent of the amount payable Jan. 1, 1928, Payment of acerued interest
since Jan. 1, 1928, on this class of claims deferred in accordance with act.
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War Claims Arbiter.—Under the Settlement of War Claims Act
of 1928, it was the duty of the War Claims Arbiter, within ' certain
hrmtatlons to hear the claims of German, Austrian, and Hungarian
nationals and to determine the fair compensatlon to be paid by the
United States for ships seized, patents sold or used by the United
States, and a radio station sold to the United States.

War Claims Arbiter: Claims of German nationals.—The Treasury
completed up to June 30, 1935, payment of 50 percent of the amount
of all awards made by the War Claims Arbiter in favor of German
nationals as required by paragraph 7 of section 4 (c) of the Settlement
of War Claims Act of 1928. No payments were made on these
awards subsequent to that date.

The following summary shows the number and amount of awards
in favor of German nationals certified to the Treasury for payment,
the payments made on account, and the balance due thereon as of
September 30, 1940:

Number of awards of the War Claims Arbiter on account of claims of German
nationals for ships and patents and aradio station and the amount paid and balance
due on each, September 30, 1940

Total t | Sh t Pgtents t? o
. otal amoun: ips, amount | radio station,
Awards certified ) (315 awards) | (27 awards) amount

(288 awards)

1. Amount due on account:
Principal of awards, including interest to Jan. 1,
1020, et cemm e $86, 738, 320. 83 |'$74, 252,933.00 | $12, 485, 387.83
Interest at 5 percent per annum from Jan. 1, 1929, . .
on total amount payable as of Jan. 1, 1929, or on
the principal amount remaining unpaid to

Sept. 30, 1940 i 30,163,155.74 | 25,671, 570.29 4,491, 585.45
Total due claimants. - 116,901, 476. 67 | 99,924, 503. 29 16, 976,973. 28
2. Payments made on account to Sept. 30, 1940:

Principal ofawards_ . __._________________________ 43,368,899.24 | 37,126,205.21 6, 242, 694. 03
Interest at 5 percent per annum from Jan. 1, 1929, .
on total amount payable as of Jan. 1, 1929, or on
the principal amount remsaining unpaid to

Sept. 80, 1940 e PTG U EUNIU
_Total payments to Sept. 30, 1040____._____._. 43,368,809.24 | 37,126, 205.21 6, 242, 694. 03

3. Balance due on account:
Principal of awards. - ... ... 43,369,421, 59 | 37,126,727.79 6, 242, 693. 80

Interest accrued at 5 percent per annum from
Jan. 1, 1929, on total amount payable as of
Jan. 1, 1929, or on the principal amount remain- .
ing unpaid to Sept. 30,1940 ____________________ 30,163,155.74 | 25,671, 670.29 4, 491, 585. 45

Balance due claimants. .. ... 73, 532,577.33 | 62,798,208.08 10, 734, 279. 25

1 Includes awards amounting to $522.58 to members of former ruling family of Germany (sec. 3 (j), Settle-
ment of War Claims Act of 1928, as amended).

- War Claims Arbiter: Claims of Hungarian nationals.—The awards
made by the Arbiter to Hungarian nationals in the sum of $39,125,
with interest at the rate of 5 percent per annum from July 2, 1921, to
December 31, 1928, amounting to $14,675, have been paid with the
exception of one award amounting to $137.51, together with interest
thereon at the rate of 5 percent per annum from December 31, 1928.
No payments were made during the year on these awards.

German special deposit account —The following statement shows the
total amounts deposited in the Gérman special deposit account, the
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amounts pald therefrom up to September 30, 1940, and the balance
held in the account:

Funds deposited in the German special deposit account and payments made therefrom
. up to September 30, 1940

RECEIPTS

From investments by Alien Property Custodian under Trad- _
ing with the Enemy Act, as amended:
Unallocated interest fund ... ... ... $25, 000, 000. 00

Less refunds. - oo eeeemeaeam 8, 167, 944, 37
. 19, 832, 055. 63
20 percent German property retained._ .. ... ... _. 17, 652, 096. 91

$37,384,152. 54
From Germany: .
214 percent of Dawes’ annultles available for reparations
(Paris agreement of Jan. 14, 1925) . .. ... . __._..... 32,183, 060. 87
Under German-American debt agreement, June 23, 1930__ 19, 469, 964. 00
Interest on payments postponed under terms of debt

agreement dated June 23, 1930.... .. o ooeocnaaooo . 1,743,738.70
—————————  53,396,763.57
Appropriation for ships, patents, and radio station...______ 86, 738, 320. 83
Expenses of Administration, War Claims Arbiter, on ac-
count of German Dationals. ..o ceoooiiuomcacnaaaaos 113, 624. 20

86, 851, 945. 03
Deposits by Attorney General of the United States (Alien

Property Bureau) under sec. 25 (d) of Trading with the

Enemy Act, as amended:

German GOvernment. . ... ceoooooommiemaieaaaaas 137, 268.13
German nationals.. ... . . 856, 401,72
_ 993, 669. 85
Earnings and profits on mvestments by Secretary of the
Treasury......... e cmammmm e cmemme e 8, 446, 763. 85

"Total receipts $184,073,204.84 .

PAYMENTS ON ACCOUNT

Awards of the Mixed Claims Commission:
Under agreement of Aug. 10,1922 .. __________________ $129, 727, 690. 98
Under agreement of Dec. 31, 1928 5, 347, 383. 96
—— $135,075,074.94
Private Act No. 500. ... . eicccccaeeaen 118, 706. 28
Awards of War Clai :
For ships. ... 37,126, 205. 21
For patents and radio stati 6, 242, 694. 03
———————  43,368,800.24
One-half of 1 percent deducted from mixed claims pay- .
ments covered into Treasury ($88.87 withheld but not
) - e eiiiiaee 651, 809. 90
One-half of 1 percent deducted from mixed claims pay-
ments on account of awards entered under agreement of
‘Dec. 31, 1928 (act of June 21, 1930), and paid to Germany .
(52,720.95 withheld bt 10t DAIAY -+« - - oo oo ooeeoeeeceeeeeee 24,150. 09
One-half of 1 percent deducted on account of Private Law
No. 509 ($795.35 withheld but not paid). . ..o ...
Advances to special fund, expenses of administration of the
settlement of War Claims Act of 1928 (Office of the Secre-

tary of the Treasury) . . oo oo emmem 47,175.00
Expenses of administration, War Claims Arbiter account .
of German nationals. . . iiccccmcccnaca- 113, 624. 20
Total paymMen S e 179, 399, 439. 85
Balance in Qerman special deposit account (including investments)................. 4,673, 855.19
Made up as follows: . K
$4,500,000 face amount 234 percent Treasury bonds, .
19 4, 500, 000. 00
i 8, 575. 82
165, 279.37

4,673,855, 19

Tripartite Claims Commission: Claims against Austria.—The total
amount of awards, including interest, certified by the Tripartite Claims
Commission to the Treasury for payment was $370,032.14. Payments
on these awards were completed during the fiscal year 1939.

Tripartite Claims Commassion: Claims against Hungary —The
awards entered by the Tripartite Claims Commission against Hungary,
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in favor of American nationals, amounted to $199,975.57. During

. the fiscal year 1940 no payments were made on account of such awards,
As of June 30, 1940, awards aggregating $7,257.35 had not been paid

because claimants had not filed apphcatlons as required by law.’

CZaims of American nationals against Turkey

Representatives of the United States and Turkey signed at Istanbul
on October 25, 1934, a final agreement for the settlement of the claims
of the nationals of each country against the other, embraced within the
agreement concluded between the United States and Turkey through
an exchange of notes on December 24, 1923, and confirmed by a further
exchange of notes on February 17, 1927. The agreement provides
that the Republic of Turkey will pay to the United States the sum of
$1,300,000, without interest, in full settlement of claims of American
cltlzens which are embraced by the agreement of December 24, 1923,
in 13 annual installments of $100,000 each; the first 1nstallment to be
paid on June 1, 1936, following ratification of the agreement by the
Great National Assembly of Turkey. The agreement was approved
by the Assembly on December 23, 1934. Under an exchange of notes
in October and November 1937 the United States consented to a.
change of the due date for the payment of the annual installments
under the agreement from June 1 to June 20 because June 1 coincides
with the beginning of the Turkish fiscal year and was therefore an
inconvenient, time for the Turkish Government to make payments of
an important nature.

Under the joint resolution approved June 18, 1934, authorizing an
appropriation to cover the expenses incurred by the United States in
connection with such claims, 1t was provided that the expenses shall
become a first charge upon any moneys received from the Turkish
Government and the amount of such expenditures shall be deducted
from the first payment by the Turkish Government and deposited in
the Treasury as miscellaneous receipts, and that the Secretary of State
in distributing to the respective claimants the balance of the amounts
received from the Turkish Government shall apportion the amount
withheld on account of expenses in such manner as to constitute a
uniform percentage of deduction from the amount found to be due
each claimant.

The Special Claims Commission, United States and Turkey, estab-
lished under the agreement of December 24, 1923, made awards in 33
cases aggregating $899,338.09, which were reduced by $70,891.06 on
account of expenses incurred by the United States, leaving net awards
amounting to $828,447.03 payable from funds received from the
Republic of Turkey. Under the provisions of the act of February 27,
.1896 (29 Stat. 32), these awards were certified on August 19, 1937, by
the Secretary of State to the Secretary of the Treasury for payment
During the fiscal year 1940 a pro rata payment was authorized to be
made to the claimants by the Treasury from funds amounting to
$100,000, available for that purpose. An additional sum of $100,000
was received on June 20, 1940, but too late to enable the Treasury to
make payments to clalma,nts prior to June 30, 1940.
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Statement of awards made by Special Clatms Commission, United States and Turkey,
as of June 30, 1940

Amount awarded to claimants:

Amount of claims. .. o ieiiiieaooae $539, 844. 13
Interest allowed - _ .. 359, 493. 96
0] 7 RS 899, 338.09
Less deductlons on account of expenses incurred by the United States.. .- 70,891.06
Amount of AWards. .. et e e $828, 447. 03
Amount received from Republic of Turkey: . T
To June 30, 1939 . . .. mccdcceeeeees 300, 000. 00
During fiscal vear 1940 1 e eciaeman 200, 000. 00
13 7 U 500, 000. 00
Less reimbursement for expenses by the United States. .- ..o 70, 891. 06
Available for payment to claimants. ... oo 429, 108. 94
Amount paid to claimants: .
To June 30, 1939 . _ e 229, 057.95 -
During fiscal year 1940 e 99, 977.75
7 ) SN 329, 035. 70
Balance due claimants for which vouchers have not been received. ..-...-.__.... R 100, 073. 2

1 Installment of $100,000 due on June 20, 1940, received by Treasury on June 20, 1940.
Claims of American nationals against Mexico

The Special Mexican Claims Commission was established pursuant
to the act approved April 10, 1935, with jurisdiction to hear and de-
termine, conformable to the terms of the convention of September 10,
1923, and justice and equity, all claims against the Republic of
Memco notices of which were filed with the Special Claims Commis-
sion, United States and Mexico, established by the convention of |
September 10, 1923, in which the said Commission failed to award
compensation, except such claims as may be found by the Commission
provided for in the Special Claims Convention of April 24, 1934, to
be general claims and recognized as such by the General Claims Com-
mission. Section 4 of the act provides that if, after all claims have -
been passed upon and all awards have been entered, the total amount
of such awards is greater than the amount that the Government of
Mexico has agreed to pay to the Government of the United States in
satisfaction of the claims, less expenses of the Commission, it shall
reduce the awards on a percentage basis to such amount, and shall
enter final awards in such reduced amounts.

Pursuant to section 9 of the act of April 10, 1935, the Secretary of
State shall transmit to the Secretary of the Treasury a list of all
claims allowed in whole or in part, together with the amount of each
claim and the amount awarded by the Commission, and the Secretary
of the Treasury, after making the deduction to cover the expenses of
the United States incurred in connection with such claims, shall dis-
tribute in ratable proportions, among the persons in whose favor
awards shall have been made, or their assignees, heirs, executors, or
administrators of record, accordlng to the proportlons which their
respective awards shall bear to the whole amount then available for
distribution, such moneys as may be received from the Government
of Mexico under the convention of April 24, 1934.

Under the convention between the United States and Mexico dated
April 24, 1934, covering the en bloc settlement of the claims presented
by the Government of the United States to the Commission established
by the Special Claims Convention concluded September 10, 1923, the
amount to be paid by the Government of Mexico to the Government
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of the United States was fixed at $5,448,020.14. This amount is to be
paid at the rate of $500,000 per annum, begmnmg January 1, 1935, and
continuing until the whole amount shall have been paid. Deferred
payments, that is, payments made after January 2, 1935, shall bear
interest at the rate of one-fourth of 1 percent per annum for the first
year counting from January 1, 1935, and an additional one-fourth of
1 percent for each additional year until the maximum of 1 percent is
reached, which shall be applied beginning January 1, 1939. In the
event of failure to make annual payments when due, this rate shall
be increased at the rate of one-fourth of 1 percent per annum on the
amount of deferred payments during the period of any such delay until
a maximum additional rate of 3 percent on such overdue amounts is
reached.

On June 20, 1938, the Secretary of State certified to the Secretary
of the Treasury for payment a list of awards entered by the Special
Mexican Claims Commission aggregating $9,137,341.79, subsequently

adjusted to $9,140,541.89, which were sub]ect to reduction on a per- .

centage basis as prov1ded in section 4 of the act approved April 10,
1935. The final awards as adjusted aggregated $5,210,108.92. The
total appropriations to cover the expenses incurred by the United
States amounted to $250,000 and pending a final determination as to
the actual amount of expenses paid by the United States, $250,000
of the appropriations has been withheld from the payments made by
the Government of Mexico.

As of June 30, 1940, there had been received and made available

for distribution to claimants the sum of $2,878,180.70. Amounts
aggregating 55.24 percent of the final awards of $5 210,108.92 have
been authorized to be distributed to the claimants.

Statement of awards made by Special Mexican Claims Commission, United Siates
. and Mezico, as of June 30, 1940

Alln'ount of final awards to claimants after application of sec. 4 of the act approved Apr. 10,

3 o e eeeemiememeeeeemmeeeeeeemm—eeeem o —mmae—an $5, 210, 108 92
. ————
Amount received from Government of Mexico:
To June 30, 1939, $2,500,000 principal and $98, 700. 50 interest. . ... .. .__.. $2, 598, 700. 50
Jan, 2, 1940, $500,000 principal and $29,480.20 interest . .. ... ... __..... 529, 480. 20
Total to June 30, 1940 .o ccmecmceieccceenes 3,128, 180.70
YLess amount reserved to cover expenses incurred by the United States.__________..____. 250, 000. 00
Available for payment to claimants. ... ... 2,878, 180. 70
Amount paid to claimants during fiscal year 1939 2,087, 193. 47
Amount paid to claimants during fiscal year 1940._ _ . 678, 717.90
Total t0 June 30, 1940, - e 2,765,911, 37
Balance due claimants: !
For which vouchers have not been received. . ... ... 112, 152. 80
For subsequent distribution. . ... ..

3
| 112,260.33
Railroad obligations

Total receipts during the fiscal year on account of railroad securities
amounted to $103,509.14, of which $1,075.99 was collected by the
Director General of Railroads under the Federal Control Act, as
amended, and $102,433.15 was collected by the Treasury Department
under section 210 of the Transportation Act, 1920, as amended.

The following statement shows the total amount of railroad obliga-
tions, by classes, originally held by the United States Government
(exclus1ve of certain miscellaneous obligations held by the Director



REPCRT OF THE SECRETARY OF THE TREASURY

199

General of Railroads), the amount held on June 30, 1940, and pay-
~ ments received on account:

Summary of railroad obligations held

by the Government as of June 30, 1940, by

classes
Principal Principal Total payments received
Class armount amount
originally held on
held : June 30, 1940 Principal Interest

Federal Control Act:
Equipment trust notes.

$346, 556, 750. 00

$346, 556, 750.00 | $45, 338, 018,25

See. 7ol 98, 401, 755. 00 98, 401, 755. 00 23, 100, 562. 27

eC. 12, - 62, 103, 453. 28 62, 103, 453. 28 4,248,171, 96
Transportation Act: )

ec. 207 . 282,712,837.36 | $5,007,000.00 | 1 277,695, 167.90 54, 360, 339. 70

Sec. 210, .ol 290, 800, 667. 00 | 25, 178, 927. 88 265, 621, 739. 12 90, 904, 943, 95

Total ... ... 1, 080, 575,462. 64 | 30, 185,927. 88 | 1, 050, 378,865.30 | 217,952, 936.13

1 Stock of the Kansas, Oklahoma & Gulf Ry. Co. in the face amount of $212,500 was sold on the market
for $201,830.54, resulting in a difference of $10,669.46 between the receipts and the principal originally held.

Section 207, Transportation Act, 1920, as amended.—The following
‘statement shows the amount of obligations of carriers acquired under
section 207 and held on June 30, 1940: S

Obligations acquired under the provisions of sec. 207 of the Transportati’on Act, 1920,
and held as of June 30, 1940 :

Principal
amount of Collateral
. - promissory | Colateral, | myqeq of collateral or of |Principal in| Interest in
Carrier ngitr%gtli;r ang%c:nt directly held security default default
held se- :
curity
Chicago, Milwaukee, St. | $3, 207, 000 O] 5% mnoncumulative pre- ... . . _|eoooo...
gaul & Pacific R. R. ferred stock of carrier.

0. : :
Minneapolis & St. Louis | 1,250,000 | $1, 500,000 ; Refunding and extension | $1, 250, 000. |$1, 275, 000. 60
R. R. Co. ’ mortgage, 5% bonds of :

carrier.

‘Washington, Brandywine 50, 000 75,000 | First mortgage, 6% bonds 50, 000 25, 408. 98

ddz Point Lookout R. R. ’ of carrier. .

0.

Waterloo, Cedar Falls & 500, 000 625,000 | Temporary general mort- 500, 000 574, 931. 50

Northern Ry. Co. gage, 7% bonds of car- .

: o rier.
Total..._____.._... 8,007,000 |oceumoeme]eioeiaicacccec e 1,800,000 | 1,875,340.48 -

t Securities directly held.

Section 210, Transportation Act, 1920, as amended.—This section
established a revolving fund of $300,000,000 to be used for loans to
railroads under the conditions set forth in a certificate of the Inter-
state Commerce Commission authorizing each loan, and also for pay--
ing judgments, decrees, and awards rendered against the Director
General of Railroads. No new loans are being made as the time for
making application has expired. No expenditures under this section
were made by the Director General during the fiscal year. . The net
expenditures by him on this account amounted to $33,640,740.24 to
June 30, 1940. , v

Total loans (including renewal loans and repayments thereof aggre-
gating $59,800,000) to June 30, 1940, amounted to $350,600,667, re-
payments amounted to $325,421,739.12, and loans outstanding as of
that date amounted to $25,178,927.88.
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"In an opinion dated February 7, 1939, the Attorney General of the
United States advised the Secretary of the Treasury that the Treasury
Department had authority under section 3469 of the Revised Statutes
of 1873 to accept a cash offer in compromise on account of a’loan to
a railroad company under section 210 of the Transportation Act, 1920,
as amended, provided that the facts are such as to warrant a compro-
mise under the principles commonly applied and having due regard to
the question of collectibility. In-view of this opinion the Secretary
of the Treasury accepted $44,304.67, representing the unpaid princi-
pal of a loan of $50,000.00 made to the Aransas Harbor Terminal
Railway, in full satisfaction and settlement of the unpaid principal
and interest amounting to $17,357.57, accrued to February 1, 1939.
The total payments by the carrier on this loan aggregate $81,613.09 of
which $50,000.00 represented prm(npal and $31,613.09 represented
interest.

The following statement shows the amount of obligations held on -
June 30, 1940, on account of loans to carriers under section 210, and
the amount of principal and interest in default: '

Obligations held on June 30 1940, on account of loans to carriers under sec. 210 of
thedTmnsportatwn Act, 1 920 as amended and the amount of principal and mterest_
wn default

: Loans out- Principal in | Interest in
Carrier standing defanlt default
Alabama, Tennessee & Northern R. R. Corporation._._. $151, 500.00 | - $151, 500. 00 $59, 085. 00
Des Moines & Central Iowa R. R. Co. (formerly the In-
terurban Ry. C0.) . oo oo icieeiiicaian 633, 500. 00 633, 500. 00 460, 178. 14
Fort Dodge, Des Moines & Southern R. R. Co..__. 200, 000. 00 200, 000. 00 125, 164. 91
QGainesville & Northwestern R. R. Co_..____._..._.._____ 175,000.00 |- ooooooooao i
Georgia & Florida Ry. (receiver).......... 792, 000. 00 '792, 000. 00 498, 960. 00
Minneapolis & St. Louis R. R. Co_.._. 1, 382, 000. 00 1, 382, 000. 00 1,372,289.73
Missouri & North Arkansas Ry. Co. 13,500,000.00 || ...
Salt Lake & Utah R. R. Co { 872,600.00 [ oo feaiaeen-.
Seaboard Air Line Ry. Co.. 14, 440 577.88 1 14,440, 577.88 7, 866, 049. 73
Seaboard-Bay Line Co... 1, 256, 000. 00 1, 256, 000. 00 640, 560. 00
Virginia Blue Ridge Ry. Co.. 106, 000. 00 106, 000. 00 88, 827, 86
Virginia Southern R. R. Co..__________._..__. _ 138,000.00 |- o o |ecmmcemoamaae.
Waterloo, Cedar Falls & Northern Ry. Co..._ < 1,260, 000.00 1, 260, 000. 00 1, 346, 461. 97
Wichita, Northwestern Ry. Co__.______.__________ - 381, 750. 00 381, 750. 00 377,932.40
Wilmington, Brunswick & Southern R. R. Co....._.... 90, 000. 00 90, 000. 00 54, 000. 00
17 Y U 25,178,927.88 | 20,693, 327.88 12, 889, 509. 74

1 Assets of these carriers have been completely liquidated, and were insufficient te meet these claims.
Federal control of railroads

Effective July 1, 1939, under Reorganization Plan No. IT dated
May 9, 1939, the office of the Director General of Railroads was
abolished and the functions and duties previously performed by the
Secretary of the Treasury as Director General of Railroads were
transferred to the Secretary of the Treasury. The last report cover-
ing operations of the former United States Railroad Administration
was for the calendar year 1937. This report covers the period of
thirty months from January 1, 1938, to June 30, 1940.

Administration. —Considerable progress has been made in closing
out and hquldatmg matters growing out of the control of the American
transportation system, which was exercised through the United States
Railroad Administration during the period from December 28, 1917,
to February 29, 1920. Under the general supervision of the Secretary



REPORT OF THE SEORETARY OF THE TREASURY 201

of the Treasury as Director General of Railroads the task of winding
up the affairs of the Railroad Administration subsequent to March
1, 1937, was carried on by employees of the Treasury Department
as an incident to the performance of their regular duties. Total
administrative expenses for the calendar years 1937 and 1938 and
for eighteen months from:January 1, 1939, to June 30, 1940, are
shown in the following table. The expenses for the last perlod cover
eighteen months’ salary of one clerk at $1,740 per annum whose time
is devoted to the searching of files in connection with the handling’
of inquiries.

January 1,

: .| Calendar Calendar
Class year 1937 year 1938 193:?6 tﬁ,ggne
$5, 867,00 $1, 740.00 $2, 610. 00
1,500.00 ... ..
82,24 | oo~
63.93 38.21
27.89 |
7,541.06 1,778.21 - 2,610.00

Finances.—Total receipts for the calendar year 1938 were $9,391.63,
and expenditures were $4,948.67, resulting in net receipts of $4,442.96,
as compared with net receipts of $130,984.98 for 1937. During the
eighteen months from January 1, 1939, to June 30, 1940, total re-
ceipts were $221,124.73, and expendlturcs were $4, 692. 27, resulting
in net receipts of $2186, 432.46.

At the close of business on June 30, 1940, the cash and appropriation
balances aggregated $344,646.69 as compared with $2,385,158.16 at
the close of 1937, and with $128,214.23 at the close of 1038

A statement of receipts and expendltures follows:

Receipts and expenditures, calendar year 1938 and for eighteen months from J anuary
,. 1939, to June 30, 1940

Calendar year 1938 Jan. 1, 19§gago June 30,

Balances at beginning of period: .
Director General of Railroads. .. _...._______ $783, 868. 72 $80, 680. 38
Unrequisitioned appropriation balances:
Federal control of transportation systems._ 939, 902. 55 47, 533. 85
Loans to railroads after termination of
Federalcontrol ... e o.o._ 661, 386. 89

Totalbalances. ... ocoeooeooooooo oo $2, 385, 158. 16
Receipts: .

Collections of principal on obligations of car-
b9 13 o S I, 1, 000. 00

Collection of interest on obligations of carriers. 1, 535. 81 3, 587.97

Income taxes of Federal carriers repaid by
TLOASULY - - -« o oo e e e emmee 6,095, 49 . 215,971, 03
Collection of miscellaneous claims referred to .
‘Washington from field, including transpor-
tation charges, undercharges, ete. .- .- ..o.._ 1, 760. 33 . 565,73

TotalreceiPts - oo ooo ool 9, 391. 63
Total balances and receipts. .. ..o f ool 0 2,394,549.79

7

$128, 214, 23

©221,124.73
349, 338. 96

Expenditures:
Employees, compensation liability awards_.__ . 782.13 1,172.12
Deposit with the Workmen’s Compensation

Board of Ontario, account of compensation .
Yability . oo _._ 1,116.10 PR
Claims for unpaid wages, back pay awards
and Liberty bond subscription refunds____ 1,272.23 910,15




202 REPORT OF THE SECRETARY OF THE TREASURY

Recezpts and expendztures, calendar year 1938 and for eighteen months from J anuary
1, 1939, to June 30, 1940—Continued

Calendar year 1938 Jan. 1, 19“”1%480 June 30,

Expenditures—Continued
Administrative expenses: .
Payrolls. . oo iccciaes $1, 740.00 $2, 610. 00
Other, material and supplies, etc.._._._.. 38.21 :

Totalexpenditures.._._.__.______.____|__._________._ $4, 948. 67
Transferred to surplus fund of the Treasury:
Federal control of transportation systems_.___ 1,600,000.00 ... ...
Loans to railroads after termination of Fed- '
eraleontrol ... L lieaaaiaes 661,386.80 ___..__.._.

2,261,386.89 | ___........ ...
1 2,266,335.56 |._. ... 4, 692,27
Balances at end of period: .
Director General of Railroads. . 80, 680. 38 76, 233. 01
Federal control of transportation systems_.._. 47, 533. 85 - 268, 413, 68
. —— 128, 214. 23 |[————— 344, 646. 69

- 2,304,540.79 ... __._ 349, 338.96

$4, 692. 27

Totaltransferred. ... .. ___.___._.__

Total.cc ... .

During 1938, pursuant to section 12 of the Federal Control Act
$700,000 realized from operation of carriers during Federal contro
was paid into the revolving fund created by that aet. This sum,
together with $900,000 of unexpended appropriation balances, or a
total of $1,600,000, was transferred to the surplus fund of the Treasury '

There was also transferred to the surplus fund from the revolving
fund for loans to railroads after termination of Federal control the
sum of $661,386.89.

Securmes, ete—No collections were made since November 24, 1936,
on account of the obligations of carriers acquired under section 207 of
the Transportation Act, 1920, as amended, which are listed on page 199,

The miscellaneous securities acqulred under section 202 of the
Transportation Act, 1920, as amended, were obtained from non-
Federal controlled railroads and others for indebtedness, such as

terline balances, freight charges, undercharges, ete. From Janu-
ary 1, 1938, to June 30, 1940 $6,123.78 was collected from this source. -
A statement of these 1tems showmg the amounts carried on Decem-
ber 31, 1937, the changes from that date to June 30, 1940, and the
amounts carried on June 30, 1940, is as follows:

: Amount collected | Amount collected
Indebted- { g:?s. 1, to Dec. 31, Jan.1,1939,toJune | Indebt-

. 30, 1940 edness
Carrier ness Dec. 4
' 31, 1937 June 30,

Principal| Interest |Principal| Interest

Wichita, Northwestern Ry. Co. .
(receivers’ certificates)_ .._.._.___| $44,000.00 |.___..__._.| $1,535.81 |$1,000.00 | $3,587.97 |$43, 000.00

E. F.Drew & Co., Inc. (stock). 4,065.00 |. 4,065.00
Virginia Blue Rldge Ry. Co. (loans

and billsreceivable).____.__..____ 16, 592. 36 18, 592. 36

Total ol 64,657.36 |..___._. 1,535.81 | 1,000.00 3, 587.97 | 63,657.36

There were held in the custody of the Division of Loans and Cur-
rency on June 30, 1940, for account of employees of carriers formerly
under Federal control $600 principal amount of Fourth Liberty Loan
bonds of 1933-38.
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Land comprising 160 acres in Bingham County, Idaho, was trans-
ferred to the United States on September 24, 1938, by quitclaim deed.
This land has been transferred to the Federal Works Agency for dis-
position under the act of August 27, 1935 (49 Stat. 885; U. S. C,,
Supp. V., title 40, sec. 304a).

Claims against the Director General.—The principal claims presented .
during the period were on account of refunds of installments paid on
subscriptions for Liberty Loan bonds by employees of carriers during
. Federal control-and for unclaimed wages and back.pay earned by
employees. Total payments on account of allowed claims of this
character amounted to $1,272.23 during the calendar year 1938, and
$910.15 for eighteen months from January 1, 1939, to June 30, 1940.

. Compensation payments— United States railroad employees.—Expend-
itures on account of the compensation award of a railroad employee
residing in the United States amounted to $782.13 for 1938. From
~January 1, 1939, to June 30, 1940, such expenditures amounted to
$1,172.12. . '
Canadian Workmen's Compensation Board.—The Canadian Work-
men’s Compensation Board, located at Toronto, Canada, has juris-
diction over certain cases of disability resulting from accidents during
the period of Federal control on those railroads having lines extending
into Canada. Pursuant to the demand of the Michigan Central
Railroad Company a further payment of $1,116.10 was made during
the calendar year 1938 to the carrier to reimburse it for a deposit made
with the Board to complete payment on certain compensation awards.
Payments under Canadian compensation awards, made from funds so -
deposited with the Board, amounted to $2,691.00 during the calendar
year 1938. Interest amounting to $1,375.10 was added to the fund,
leaving a balance of $29,086.92 to cover awards as of December 31,
1938. The figures showing the balance as of June 30, 1940, are not
“available inasmuch as the Board’s reports to the Director General of
Railroads are on a calendar year basis. However, the status of the
fund as of December 31, 1939, was as follows:

Balance Deec. 31, 1938__ $29, 086. 92
Payments from Director Genetal of Railroads during 1939 .

Interest Jan. 1, 1939, through Dec. 31, 1939__. 1, 365. 32

30, 452. 24

Payment of awards by Board during 1939.______ . 2, 721. 00

Balance Dec. 31, 1939. .. - 27,731, 24

Claims in favor of the Director General.—Under the terms of the
Federal Control Act and the standard contract with the carriers,
the Director General paid 2 percent of all Federal income taxes
assessed against carriers formerly under Federal control. Subse-
quently, the United States Board of Tax Appeals held that such
taxes should not have been assessed against either the carriers or the
" Director General. As a result of further tax adjustments during
1938, there was received $6,095.49 on account of these items, and
for eighteen months from January 1, 1939, to June 30, 1940, there
was received $215,971.03. The Commissioner of Internal Revenue
advised under date of March 14, 1938, that no adjustment was due
the Director General on such income taxes amounting to $10,306.93
and paid by him on account of one carrier. The amount of the claims
pending has, therefore, been reduced by $232,373.45. Further claims
for such paid taxes amounting to $908,130.55 are still pending before

269677—41——15



204 REPORT OF THE SECRETARY OF THE TREASURY

the Board of Tax Appeals and it is anticipated that substantial sums
will be received when such cases are finally adjusted by the Bureau
of Internal Revenue.

All unpaid judgments which have not expired by reason of the
statute of limitations, and other claims are being reviewed from time
to time to determine whether any amounts can be.collected thereon.
Collections from this source amounted to $1,760.33 during 1938, and
$565.73 from January 1, 1939, to June 30, 1940.

Trust and special funds invested by the Tredsury

Under various provisions of law creating trust and special funds,
the Secretary of the Treasury or the Treasurer of the United States
is authorized to invest such portions of the funds as are not required
to meet current withdrawals. The following statement shows the-
amount of Government and other securities held in these funds:

Securities held as investments in trust and special funds, June 30, 1940

(000 omitted)

Government :
Government Other se-
Fund e guaranteed Y Total
securities securities curities .

Adjusted service certificate fund.._____.____._._.... $11,300 | $11, 300
Ainsworth Library fund, Walter Reed General

Hospital . i eicmaas 10 10
Alaska Railroad retirement and disability fund.____ 767 767
Canal Zone retirement and disability fund.__Z_____ 4,284 4,284
Civil service retirement and disability fund_____... 550, 200 550, 200
Civil service retirement and disability voluntary .

contributions fund. ... __._______.____________ 200 200
District of Columbia teachers’ retirement fund._____ 6,772 8, 561
District of Columbia water fund._______________.__ 1,673 1,673
District of Columbia workers’ compensation fund.__ 22 33
Foreign service retirement and disability fund.____ 3,926 3,926
Library of Congress trust fund.____________________ 1 219

L?ngfihoremen’s and harbor workers’ compensation
L1 10 S

National Institute of Health gift fund -
National park trust fund___.________ RN
Federal old-age and survivors insurance trust fund.
Pershing Hall Memorial fund..
Railroad retirement account.... -
Unemployment trust fund._.___._._._.._ ——-
U. 8. Government life insurance fund._.._..._.___.

17 PR 4,935,423 |- 1056 43, 965 4,979, 493

Adjusted service certificate fund.—Amounts held for the account of
the adjusted service certificate fund, created by the act of May 19,
1924, were reinvested during the fiscal year 1940 in special issues of
Treasury certificates of indebtedness bearing interest at the rate of
4 percent per annum, in accordance with the procedure outlined in
the Annual Report of the Secretary of the Treasury for the fiscal
year 1925.

In accordance with the provisions of the Adjusted Compensation
Payment Act, 1936, enacted January 27, 1936, payments were made
from the fund during the fiscal year 1940 on account of the issuance
of $8,356,800 of adjusted service bonds and on dccount of checks for
amounts less than $50, totaling $337,140.59, o

During the year, $8,200,000 net face amount of certificates were
redeemed to meet current payments from the fund.
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A statement of the fund as of June 30, 1940 (exblusivé of fund
assets held by the Veterans’ Administration on account of bank loans
on adjusted service certificates redeemed), follows:

Adjusted service ceréiﬁcdte Sfund, June 30, 1940

FUND ACCOUNT
Appropriations:

To June 30, 1936 (including $2,230,157,956.40 appropriated in the Independent Offices
Appropriation Act, 1937, approved Mar. 19, 1936) .. ... . .. ... $3, 626, 157, 956. 40
Interest on investments:
_- $130, 669, 020. 58
767, 29

ToJune 30, 1939. __ o ea___
July 1, 1939, to June 30, 1940 . . . ...

’

131, 436, 319. 81

0 SO 3,757, 594, 276. 21
ngmentslg%nger Adjusted Compensation Payment Act, 1936, enacted
an
Ad]usted service bonds._ . __ ... $1, 837, 007, 950. 00
Checks for amounts less than $60.. ... .. 83, 30 787.72
- Adjusted service bonds (Government life insurance fund series).._ 500, 157, 956. 40

Y 7 2, 420, 596, 694. 12
Checks paid by Treasurer of the United States other than in final
settlement of certificates under the Adjusted Compensation Pay-
ment Act, 1936, less credits on account of repayments of loans and

interest thereon. ... ... .o iiciicacaaen 1,325, 142, 869. 10
———— 3,745, 739, 563. 22
Balance in fund June 30, 1940. ... e am e e ccemmeccaman 11, 854, 712. 99
FUND ASSETS! -
Investments, 4% Treasury certificates of indebtedness. . . .o oo oemecmceeane N 11, 300, 000. 00

Unexpended balances: . . X
To credit of Chief Disbursing Officer, Division of Disbursement, and disbursing

officers of the Veterans’ Administration with the Treasurer of the United States. . 529, 947, 22
To credit of fund on books of the Division of Bookkeeping and Warrants...._._..... 24,765.77
- Total fund assets June 80, 1940. . o ceiceccemnen 11, 854, 712.99

" 1 Exclusive of assets held by Veterans’ Administration.

Civil service retirement and disability fund.—In accordance with the
provisions of the act of May 22, 1920 (41 Stat. 614), creating the civil
service retirement and dlsablllty fund, the Treasury continued during
the year to make investments for account of the fund in special issues
of Treasury notes bearing interest at the rate of 4 percent per annum,
in accordance with the procedure outlined in the Annual Report of the
Secretary of the Treasury for 1926.

. The act of August 4, 1939 (53 Stat. 1202, sec. 4), made provision for
the acceptance of voluntary contributions from employees in multiples
of $25. Such contributions which bear interest at the rate of 3 percent
per annum, compounded annually, will be available at date of retire-
ment for the purchasing of additional annuity. The voluntary con-
tributions to June 30, 1940, amounted to $246,075; of this amount
$200,000 has been invested in -3 percent special Treasury mnotes
payable June 30, 1944. Investments are made at 3 percent per
annum, which corresponds to the earning requirements of the act.
 The following statement shows the status of the fund as of June 30,
1940, as reflected by the accounts of the Treasury Department:
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Civil service retirement and disability fund, June 30, 19401

Credits:
On account of deductions from basic compensation of employees
and service-credit payments:
From Aug. 1, 1920, to June 30, 1939_______________________..____ 3 3493, 132, 698. 91
July 1, 1939, to June 30, 1940 43,022, 562. 15

] ——————— $536, 155, 261.06
On account of voluntary contributions. ... . .. 246, 075. 00
Appropriations:
To June 30, 1939 . _ . eceeieieees 380, 121, 520. 00

Available July 1, 1939

. 387,171, 760. 00
—_— 467,293, 280.00
Interest and profits on investments: :

From Aug. 1, 1920, to June 30, 1939 ... 131, 153, 942. 40

July 1, 1939, to June 30, 1940 . ... 21, 564, 999. 99 .
—_———— 152, 718, 942. 39
Total...ooooooeeen e emmceeaceameeneens 1,156, 413, 558. 45
Less checks paid by Treasurer of the United States on account of annuities and
refunds, Aug. 1, 1920, to-June 30, 1940 _ o iicoaoC 602, 659, 043. 54
Balance in fund June 30, 1940 o iicicecaecaos 558,754, 514. 91
Assets: ’ X
Face amount Principal cost
$97,900,000 49, special Treasury notes payable June 30, 1941_________ $97, 900, 000. 00
122,300,000 4%, special Treasury notes payable June 30, 1942__ --- 122,300, 000. 00

- 145 400, 600. 00

145,400,000 4% special Treasury notes payable June 30, 1943__
- 125 400 000. 00

125,400,000 4%, special Treasury notes payable June 30, 1944__

59,000,000 4%, special Treasury notes payable June 30, 1945__ R 59 000 000. 00
200,000 3% special Treasury notes payable June 30, 1944_________ 200, 000. 00.
—————— . —_— 550, 200, 0600. 00
550,200,000
Unexpended balances June 30, 1940: )
To credit of disbursing OFBCOLS . - - oo e 2, 451, 845. 56
On books of Division of Bookkeeping and Warrants_...____.__ 41,102, 669. 35

3, 554, 514. 91

Total fund assets June 30, 1940 oo e cccemcacna—an 553, 754, 514. 91

1 On basis of daily Treasury statement (unrevised).

2 Exclusive of $1,430,808.84 transferred to the Cansl Zone retirement and disability fund pursuant to

act of May 2, 1931. Ad]usted by $323,807.73 for amounts received in the fiscal year 1939 but not classified
on the daily Treasury statement until the fiscal year 1940.
" & Includes $86,329,000 appropriated from the General Fund to cover the liability of the United States and
$842,760 appropnated from the revenues of the District of Columbia to cover its liability in connection with
the financing of the fun .

¢ Exclusive of $161, 305.25 deposits in transits

Canal Zone retirement and disability fund.—Under section 10 of the
act of March 2, 1931 (46 Stat. 1477), creating the Canal Zone retire-
ment and dlsablhty fund, the Secretary of the Treasury makes invest-
ments of such portion of the fund as in his judgment is not immediately
required for the payment of annuities, refunds, and allowances, in
accordance with the procedure outlined in the Annual Report of the
Secretary of the Treasury for 1931.

The following statement shows the status of the fund as of June -
30, 1940: :

. Canal Zone retirement and disability fund, June 30, 19401
Credits:

On account of deductions from basic compensation of employees subject to
retirement act:

From July 1, 1931, to June 30, 1939 _ . o eoaeaos -$5,650, 128. 11
July 1, 1939, to June 30, 1940..-....._..._.-...-...._..; ............... 600, 181. 34
’ . $6, 250, 309. 45
Appropriations:
ToJune 30, 1939 _ e m e c——————— 2, 000, 000. 00
Available Ji uly 1,1839._. 500, 600. 00
————m— 2, 500, 000. 00
Interest and profits on investments: )
From July 1, 1931, to June 30, 1939 __ . .ol 877,076. 49
July 1, 1939, to June 30, 1940 _ _____________________________.__ P, 170, 131. 47
. ——— 1,047,207.96 _
. Totalceo e P . s 9,797, 517. 41
Less checks paid by Treasurer of the United States on account of annuities and refunds,
July 1, 1931, to June 30, 1940 - .o ieceiicanen fecemccmumaccaan 5,418, 019. 67
Balance in fund June 30, 1940. - oo emeeaaaae ———- . 4,379,497.74

1 On basis of daily Treasury statement (unrevised).
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Canal Zone retirement and disability fund, June 30 1940—Continued

Assets:

Face amount Principal cost
$2, 294, 000 4% special Treasury notes payable June 30, 1941._____..________ $2, 294, 000. 00
603, 000 49, special Treasury notes payable June 30, 1942. 3, 000. 00
599, 000 49, special Treasury notes payable June 30, 1943 599, 000. 00
624,000 4% special Treasury notes payable June 30, 1944, 624, 000. 00
164, 000 4% special Treasury notes payable June 30, 1945_.____________._ 164, 000. 00

— : ——— $4, 284, 000, 00

4, 284, 000
Unexpended balances June 30, 1940:

To credit of disbursing officers.__.____________ ... 86, 366. 31
On books of Division of Bookkeeping and Warrants_____._._._._..__. 39,131.43

. . _— 95, 497, 74

Total fund assets June 30, 1940 . .. e 4,379,497.74

2 Exclusive of $134.27 deposits in transit.

Foreign service retirement and disability fund.—Under section 18 of
the act of May 24, 1924 (43 Stat. 144), establishing the foreign serv-
ice retirement and disability fund, the Secretary of the Treasury
invests such portion of the fund as m his judgment is not immediately
required for authorized payments, in accordance with the procedure
outlined in the Annual Report of the Secretary of the Treasury for
‘1927,

The following statement shows the status of the fund as of June
30, 1940:

Foreign service retirement and disability fund, June 30, 19401

Credits:
On account of deductions from basic compensation and service-credit pay-
ments:
From May 24, 1924, to June 30, 1939______. . 2$2, 542,939. 19
July 1, 1939, to June 30, 1940 _______ . 433, 425. 85
——— $2,976, 365. 04
Appropriations: .
ToJune 30, 1930 . e emmeean 2,451, 100. 00
Available July 1, 1989 il 199, 400. 00
——— 2,650, 500. 00
Interest and profits on investments:
From May 24, 1924, to June 30, 1939 ... 1, 025, 236. 70
July 1, 1939, to June 30, 1940 il 152, 333. 56

1,177, 570. 26

Total 6, 804, 435. 30
Less checks paid by Treasurer of the United States on account of annuities and refunds,
May 24, 1924, to June 30, 1040 . e eeee 2, 780, 536. 43

Balance in fund June 30, 1940 4,023, 898. 87
Assets: —
Face amount Principal cost
$659, 000 4% special Treasury notes payable June 30, 1941 ... ___._..__... $659, 000. 00

885, 000. 00

835,000 4% special Treasury notes payable June 30, 1942___
738, 000. 00

738, 000 4% special Treasury notes payable June 30, 1943. ..

872,000 4% special Treasury notes payable June 30, 1944._ .- 872,000. 00
772,000 4% special Treasury notes payable June 30, 1945 ... . ........ 772, 000. 00
—_— : —————— 3,926, 000. 00
3,926, 000
Unexpended balances June 30 1940:
To credit of disbursing officers. .. ___ . ... 48, 745. 32
On books of Division of Bookkeeping and Warrants.._. ... ... 349, 153. 55
: ———— 97, 898. 87
Total fund assets June 30, 1940 _ . e 4,023, 898.87

1 On basis of daily Treasury statement (unrevised).
2 Adjusted by $238.92 for amount received in the fiscal year 1939 but not classified on the daily Treasury
- statement until the fiscal year 1940.

# Adjusted by $3,774.82 sent to surplus in the fiscal year 1940, but added back to balance here for the reason
that the same amount was not reflected in the daily Treasury statement as a debit against receipts until
the fiscal year 1941.

Alaska Railroad retirement and disability fund.—The Alaska Rail-
road retirement and disability fund was created pursuant to section 9
of the act of June 29, 1936 (49 Stat. 2022), for the retirement of em-
ployees of the Alaska Railroad, Territory of Alaska, who are citizens
of the United States. Under section 10 of the act, the Secretary of
the Treasury invests such portion of the fund as in his judgment may
not be immediately required for the payment of annuities, refunds,
and allowances authorized by the act, in accordance with a procedure
similar to that outlined in the Annual Report of the Secretary of the
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Treasury for 1931 covering investments for the Canal Zone retirement
and disability fund: _

‘The following statement shows the status of the fund as of June 30,
1940: :
rodit Alaska Railroad retirement and disability fund, June 30, 1940!

redits:

On account of deductions from basie compensation of employees subject to
retirement act:

To June 30,1939 . ._.._.___._... 2$359, 861. 40
July 1, 1939, to June 30, 1940___ 106, 873. 23
. ———————  $466, 734.63
Appropriations:
To June 30, 1939__ 350, 000. 00
Available July 1, 1939 : 175, 000. 00
. - —  525,000.00
Interest and profits on investments: .
From June 29, 1936, to June 30, 1939 32,553.11
July 1, 1939, to June 30, 1940_ .. ._ 29, 500. 87
. . _— 62, 053. 98
Total. - 1,053, 788. 61
Less checks paid by Treasurer of the United States on account of annuities and refunds
to June 30, 1940 . ... 245, 308. 41
Balance in fund June 30, 1940_ _ 808, 480. 20
Assets: .
Face amount . Principal cost
$52,000 4% special Treasury notes payable June 30,1941 _ . ________.__________ $52, 000. 00
265,000 4%, special Treasury notes payable June 30, 1942_ _ - 265,000, 00
© 225,000 4%, special Treasury notes payable June 30, 1043__ - 225,000, 00
196, 000 49, special Treasury notes payable June 30, 1944___ -- 196,000. 00
29, 000 4%, special Treasury notes payable June 30, 1945 _ ____________________ 29, 000. 00 :
— ——— - 767,000.00 -
7617, 000
Unexpended balances June 30, 1940: . .
To credit of disbursing officers. . 24, 682. 98
On books of Division of Bookkeeping and Warrants_ ... ... 316, 797. 22
. — 41, 480. 20
Total fund assets June 30, 1940 808, 480. 20

1 On basis of daily Treasury statement (unrevised).

2 Adjusted by $6,442.24 for amount received in the fiscal year 1939 but not classified on daily Treasury
statement until the fiscal year 1940.

3 Exclusive of $7,418.78 deposits in transit.

District of Columbia teachers’ retirement fund.—In accordance with
the act of January 15, 1920, as amended by the District of Columbia
Appropriation Act of June 5, 1920, the Treasurer of the United States
makes investments of the funds derived from deductions from
teachers’ compensation. A further amendment of June 11, 1926,
created a reserve fund and provided for annual appropriations to
the fund which are also invested by the Treasurer.

During the fiscal year 1940, the Treasurer acquired by purchase on
the market and by subscription to new issues for account of the deduec-
tions fund $40,000 face amount of 2 percent Treasury bonds of 1948-50
and $215,000 face amount of 2% percent Treasury bonds of 196065,
at a total principal cost of $266,913.45; and for the Government
reserve fund $25,000 face amount of 2 percent Treasury bonds of
1948-50, $100,000 face amount of 2% percent Treasury bonds of 1955-
60, and $85,000 face amount of 2% percent Treasury bonds of 1960-65,
at a total principal cost of $214,194.70.
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The following statement shows the assets of the two funds as of
June 30, 1940:

District of Columbia teachers’ retirement fund, June 30, 1940

DEDUCTIONS FUND

Assets:
Face amount Principal cost’
$860,200 414% Treasury bonds of 1947-52__ .. il $956, 962. 07
122,000 4% Treasury bonds of 1944-54_____. . ___. ... 123, 387. 50
87,000 33{% Treasury bonds of 1946-56. 87,437.81
48,000 3%:% Treasury bonds of 1943-47_ 49, 500. 00

142,000 334% Treasury bonds of 1941-43._______.._______.._. 137, 657. 50

232,000 3149, Treasury bonds of 1943-45. 232, 000. 00
1,896,850 2749, Treasury bonds of 1955-60. 1,927, 412. 21
,000 2349, Treasury bonds of 1951-54.___ 79,382, 19
105,000 2349, Treasury bonds of 1956-59. ... 107, 920. 63
293,000 234% Treasury bonds of 1958-63 .. 300, 245. 94
458,000 234% Treasury bonds of 1960-65..__ 483, 302. 82

182,000 4149, Philippine Islands bonds_...... 197, 669. 56
16,000 434% Puerto Rican bonds._..__ ... __ .. .. ___.____..:_
72,000 349 Federal Farm Mortgage Corporation bonds of 1944-64

385,400 4%, consolidated Federal land bank bonds of 1944-46_____ 403, 077. 40

177,000 3%, consolidated Federal land bank bonds of 1945-55. 173, 460. 00
536,500 3%, consolidated Federal land bank bonds of 1946-56 534, 630. 0V
40,000 2% Treasury bonds of 1948-50. ... oooooeoooo. 40, 000. 00

———— $5,923,793.20
5,729,950
GOVERNMENT RESERVE FUND
Assets: !

Face amount Principel cost
$282 000 414% Treasury bonds of 1947-52. __ .- $313,717.51

2,000 4%, Treasury bonds of 1944-54 12, 285.00
31 000 334% Treasury bonds of 1946 31, 145.31
199 000 3%4% Treasury bonds of 1943-47 204, 701. 25
178, 000 334% Treasury bonds of 19414 177, 606. 56
1,085,000 2749, Treasury bonds of 1955-60 1,097,915.04
17,000 234% Treasury bonds of 1951-54 17, 525. 94
126, 000 234% Treasury bonds of 1956-5% 128, 283. 76
313,000 234% Treasury bonds of 1958-63. __ 318, 227. 20
143,000 234% Treasury bonds of 1960-65 150, 467. 82
55, 000 4249, Puerto Ricanbonds.._. ... . .. .. ... 55, 109. 56
23,000 334% Federal Farm Mortgage Corporation bonds of 1944-64. . 23, 566. 25
2 100 4%, consolidated Federal land bank bonds of 1944-46 54, 623.75
290 200 3%, consolidated Federal land bank bonds of 1946—56 .- 289,474.50
25,000 2% Treasury bonds of 1948-50_ oo e 25, 000. 00
— e — $2, 899, 649. 45
2,831, 300 ———
To t ) 8, 823, 442. 65
Unexpended balance June 30, 1940, on books of Division of Bookkeeping and Wa.rrants. 232, 205. 19
Total fund assets June 80, 1940, oo e 9, 055, 647. 84

Longshoremen’s and harbor workers’ compensation fund.—This
fund was established under the act of March 4, 1927 (44 Stat. 1444,
sec. 44), to provide for the payment of compensation for disability
or death resulting from injury to employees in certain maritime
employments, and for the maintenance of employees undergoing
vocational rehabilitation.

The fund is administered by the United States Employees’ Compen-
sation Commission. Moneys not required for immediate disburse-
ment are invested by the Treasurer of the United States. During
the fiscal year 1940, the Treasurer acquired by subscription to new
issues for account of the fund $10,000 face amount of 2 percent Treas-
ury bonds of 1948-50.
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The following statement shows the assets of the fund as of June
30, 1940: '

Longshoremen’s and harbor workers’ compensation fund, June 30, 1 940

Assets: .
Face amount Principal cost
$10,000 2% 'reasury bonds of 1948-50. . i ieaemecmaan $10, 000. 00
15,600 314% Treasury bonds of 1944-46______ .. ___ . ____________________ - 15,600.00
34,500 4149, Treasury bonds of 1947-52__._ . ______._.__ .- 38,646.56
11,550 3%4% Treasury bonds of 1943-45_ . . oiociincicaoaaacan . 11, 550.00
10,000 3%, Treasury bonds of 1951-55. ___ o iiia_. 9, 959. 38
14,800 224%, Treasury bonds of 1955-60 14,920, 25
14,850 234/% Treasury bonds of 1956-59. 14, 976. 20
15,600 234%, Treasury bonds of 1958-63 15, 936. 38
13,900 23%4% Treasury bonds of 1960-65 14, 985. 94
9,700 314% Federal Farm Mortgage Corporation bonds of 1944-64. _ 9, 953. 46
11,000 3%, consolidated Federal land bank bonds of 1946-56_ . ... ___..__... 10,972. 50
9,700 334 %, consolidated Federal land bank bonds of 1945-55_ __.___.__..___.. 9,901. 74
22,000 3%, consolidated Federal land bank bonds of 1945-55. .. ... _...._.__. 21, 560. 00
- - ——————— $198, 962. 41
193,200 -
Unexpended balances:
Disbursing officer (check book balances). .
Division of Bookkeeping and Warrants. ..
‘ . 17,704.72
Total fund assets June 30, 1940 oo oo cicacamcacecaoemaeemaio 216,757.13

District of Columbia workers’ compensation fund.—This fund was
established under the act of May 17, 1928 (45 Stat. 600), which. ex-
tended the provisions of the Longshoremen’s and Harbor Workers’
Compensation Act, approved March 4, 1927, including all amendments
thereto, to apply in respect to the injury or death of an employee of an
employer carrying on certain employments in the District of Columbia,
irrespective of the place where the injury or death occurs. The fund
is derived from collections of awards against employers made by the .
United States Employees’ Compensation Commission, as compensa-
tion for death of employees resulting from injuries, in each case where
no person is found to be entitled to such compensation. Any portion
of the fund which, in the opinion of the Commission, is not needed for
current requirements is invested by the Treasurer of the United States.
During the fiscal year 1940, the Treasurer acquired by subscription to
new issues $12,000 face amount of 2 percent Treasury bonds of 1948-50
at a principal cost of $12,000.

The following statement shows the fund assets as of June 30, 1940:

District of Columbia workers’ compensation fund, June 80, 1940

Assets:
Face amount Principal cost
$10, 000 2%4% Treasury bonds of 1955-60 . $10, 165. 63
11,000 3%, consolidated Federal land bank bonds of 1946-56 . 10,972.50
12,000 2% Treasury bonds of 1948-50 ~ 12,000. 00 .
—_— —— $33,138.13
33,000 .
Unexpended balances: . ’
Disbursing officer (check book balances) ... ..o voeooncmcmececccanccecns 2,113.25
Division of Bookkeeping and Warrants. - oo coeococcmmcacamcamcccamacmann 4,852, 91
————  6,966.16
Total fund assets June 30, 1940, . e —mmmmc e mm—memen 40, 104. 29

District of Columbia water fund.—The District of Columbia Appro-
priation Act of July 15, 1939, authorized the Secretary of the Treasury -



REPORT OF THE SEORETARY OF THE TREASURY 211

to invest in United States securities, for account of the water fund of
the District of Columbia, such funds as may be determined by the -
Commissioners of the District of Columbia to be available for that
purpose during the fiscal year 1940. This was in addition to previous
authorizations under which securities were acquired for the water
fund. During the year the Secretary acquired by purchase for
account of the fund $476,000 face amount of 2% percent Treasury
bonds of 1960-65 at a prlnmpal cost of $493,521.25.

The following statement shows the securities held for account of
the District of Columbia water fund as of June 30, 1940:

Face amount Principal cost
$736, 000 234% Treasury bonds of 1958—63 .................................................... $749, 110. 01
937 000 234% Treasury bonds of 1960-65__ s -—--  987,511.56
1, 673, 000 1,736, 621. 57

United States Government life insurance fund.—The United States
Government life insurance fund was established under the World
War Veterans’ Act, 1924, approved Junme 7, 1924 (43 Stat. 607),
which among other things, consolidated, codified, revised, and re-
enacted the laws affecting the administration of the War Risk Insur-
ance Act, as amended. Under section 17 of the World War Veterans’
Act, 1924, as amended, the Secretary of the Treasury is authorized
to invest and reinvest the United States Government life insurance
fund, or any part thereof, in interest-bearing obligations of the
United States or bonds of the Federal farm loan banks and to sell
such investments for the purposes of the fund. The fund is also
available to the Administrator of Veterans’ Affairs for making loans
upon the security of Government life insurance policies. The act
approved March 3, 1927, as amended by the Emergency Adjusted
Compensation Act of February 27, 1931, authorized the Adminis-
trator of Veterans’ Affairs to make loans to veterans upon their ad-
justed service certificates out of the United States Government life
insurance fund. All of the funds available for investment during the
fiscal year 1939 were invested in obligations of the United States.
The amount of policy loans outstanding decreased $763,608.88 during
the year.

Tﬁe Administrator of Veterans’ Affairs reported outstanding loans
from this fund on June 30, 1940, aggregating $150,159,944.58 to
veterans on policies. On June 30, 1940, the principal of and accrued
interest on outstanding loans made subsequent to the enactment of
the Adjusted Compensation Payment Act, 1936, upon adjusted service
certificates amounted to $2,905,460.92.

Monthly reports are made by the Treasury to the Veterans’ Ad-
ministration of all securities in the fund and the principal cost thereof
as the result of investments made by the Secretary of the Treasury,
and periodic verifications of the secunty holdings are made through
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reports rendered to the Administrafor by the safekeeping offices.
The investments as of June 30, 1940, were as follows: ’ ‘

United States Government life insurance fund, June 30, 1940

Investment Par value Principal cost
43{% Treasury bonds of 1947-52. - $40, 772, 000. 00 $42, 234, 926. 78
49, Treasury bonds of 1944-54 - 14, 106, 000. 00 15,078, 333. 48
334% Treasury bonds of 1946~ - 2, 200, 000. 00 2, 384, 625. 00
3% Treasury bonds of 1951-55._.._ - 5, 900, 000. 00 6, 051, 109. 38
215% Treasury bonds of 1955-60._. - 122, 559, 250. 00 124, 639, 945. 36
234% Treasury bonds of 1948-51__.__.__._____ - . 5,300, 060. 00 5, 315, 000. 01
2%4% Treasury bonds of 1951-54__..__________ - 17, 745, 000. 00 17,979, 950. 02
- 2%% Treasury bonds of 1956-59__________.___ - 36, 824, 300. 00 37,173,874. 80
2349, Treasury bonds of 195863 . . e ooeeaeas 8, 840, 000. 00 9, 017, 525. 05
2%,751 T'reasury bonds of 1960~65...___________ _ 25, 078, 000. 00 26, 151, 381. 34
2149, Treasury bonds of 1950-52_ . ... ... 24, 600, 000. 00 24, 710, 950. 54
39, consolidated Federal land bank bonds of 194555 19, 280, 000. 00 18, 894, 400. 00
3% consolidated Federal land bank bonds of 1946~56 - 22, 719, 000. 00 22, 662, 202. 50
432%_ adjusted  service bonds, Government life insurance fund
series, 1046, . e 500, 157, 956. 40 500, 157, 956. 40
2% special Treasury notes, Government life msurance fund series,
payable June 30, 1943-44 _______ o ieeas 24, 259, 000. 00 24, 259, 000. 00
Total 1nvestments made by Secretary of the Treasury...... 870, 340, 506. 40 876, 711, 180. 66
Policy loans outstanding ! 150, 159, 944. 58 150, 159, 944. 58
Adjusted service certificate loans outstanding ! 2, 905, 460. 92 2, 905, 460. 92
Total outstanding loans made by Administrator of Veterans’
- 1 TN 153, 065, 405. 50 153, 065, 405. 50
Total investments in fund...__._.____ S, 1,023, 405,911.90 | 1,029, 776, 586. 16

t Includes interest accrued to anniversary dates of loans.

Federal old-age and survivors insurance trust fund.—Under section
201 (a) of the Social Security Act Amendments of 1939, approved
August 10, 1939 (53 Stat. 1362) (see exhibit on page 578), there was
created the “Federal Old- -Age and Survivors Insurance Trust Fund”
consisting of the securities held by the Secretary of the Treasury for
the old-age reserve account and the amount standing to the credit
of the old-age reserve account on the books of the Treasury on January
1, 1940 (see page 156). This section also appropriates to the trust
fund for the fiscal year 1941, and for each fiscal year thereafter,
amounts equivalent to 100 percent of the taxes (including interest,
penalties, and additions to the taxes) received under the Tederal
Insurance Contributions Act and covered into the Treasury. Under
paragraph (b) of this section, the Board of Trustees of the Federal
old-age and survivors insurance trust fund was created, composed of
the Secretary of the Treasury, the Secretary of Labor, and the Chair-
man of the Social Security Board, all ex officio. The Secretary of the
Treasury is designated as the Managing Trustee of the Board of
Trustees and is required under section 201 (c) to invest such portion
of the trust fund as is not, in his judgment, required to meet current
withdrawals. Such investments may be made only in interest-bearing
obligations of the United States or in obligations guaranteed as to
both principal and interest by the United States. Special issues of
obligations under the Second Liberty Bond Act, as amended, are
authorized at a rate equal to the average rate of mterest computed
as to the end of the calendar month next preceding the date of such
issue, borne by all interest-bearing obligations of the United States
then formmg a part of the public debt, except that where such average
rate is not a multiple of one-eighth of 1 percent, the rate of such special
obligation shall be the multiple of one-eighth of 1 percent next lower
than such average rate. All such special obligations issued -from
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January 1 to June 30, 1940, have borne an interest rate of 214 percent.
Such special obligations are to be issued only if the Managing Trustee
determines that the purchase of other interest-bearing obligations of
the United States, or of obligations guaranteed as to both principal
and interest by the United States on original issue or at the market
price, is not in the public interest. All amounts credited to the fund
are made available for payments to individuals entitled to Federal
old-age and survivors insurance benefits. '

Under paragraph (f) of section 201, the Managing Trustee is
directed to pay from the trust fund into the Treasury the amount
estimated by him and the Chairman of the Social Security Board
which will be expended during a three-month period by the Social
_Security Board and the Treasury Department for the administration
of title IT and title VIII of the Social Security Act and the Federal . .
Insurance Contributions Act. Such payments are required to be
covered into the Treasury as repayments to the account for reim-
bursement of expenses incurred. These repayments are not availa-
ble for expenditure, but are required to be carried to the surplus fund
of the Treasury. If estimates for any particular three-month period
are too high or too low, the Managing Trustee is required to make
appropriate adjustment in future payments.

In accordance with section 201 (a), the balances in the old-age
reserve account were transferred as of January 1, 1940, to the Federal
old-age and survivors insurance trust fund, and investments were
made in obligations as authorized by section 201 (c).

The following statement shows the cumulative transactions (in-
cluding the former old-age reserve account) to June 30, 1939, and
for the fiscal year 1940, and the status of the fund as of June 30, 1940,

Federal old-age and survivors insurance trust fund, June 30, 1940 !

Credits:
Appropriations: ’
To June 30, 1939 . - ecmercccamaeen $1, 155, 000, 000. 00
Fiscal year 1940 . e 550, 000, 000. 00

$1, 705, 000, 000. 00
Interest on investments:
ToJune 30, 1939, . el 44, 625, 098. 67
Fiscal year 1940 . e cceememean 42,488, 827.85 :
- —— 87,113, 926. 52
1 7Y U 1,792, 113, 926. 52
Less payments on account of benefits: .
To June 30, 1939 19, 322, 615. 45
15,805, 088. 55

Fiscal year 1940
35,127,704. 00

Reimbursements in fiscal year 1940 for administrative expenses

under sec. 201 (f) of.the Social Security Act, 1939 .. _._____.__ 12, 288, 267. 00
_— 47, 415, 971. 00
Balance in account June 30, 1940 i cmmmeaan 1,744, 697, 955. 52
Assets: 2 .
3% special Treasury notes payable—
June 80, 1941 meieeecan $264, 900, 000. 00

382, 000, 000. 00
- 497, 400, 000. 00
268, 900, 000.00 -

% ] bl . 1, 413, 200, 000. 00
2146%, special Treasury notes payable— .
TUDE 30, 1044 oo e e e 283, 000, 000. 00
June 30, 1045 i irmmeeean 41, 900, 000. 00

1, 738, 100, 000. 00
Unexpended balances June 30, 1940:

To credit of Chief Disbursing Officer...__ ... ... __..___.. 6,097, 713. 19
On books of Division of Bookkeeping and Warrants______-__ 500, 242. 33
: —_—————— 6, 597, 955. 52
Total assets June 30, 1940. . . eio il e 1,744, 697, 955. 52

1 On basis of daily Treasury statement (unrevised).
2 Purchased at par value. .
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Unemployment trust fund.—The unemployment trust fund was’
established pursuant to section 904 (a) of the Social Security Act,
_ approved August 14, 1935, as amended. The Secretary of the Treas-
ury is authorized and directed to receive and hold in the fund all
moneys deposited therein by a State agency from a State unemploy-
ment fund, and 90 percent of the contributions collected pursuant to
section 8 of the Railroad Unemployment Insurance Act, approved
June 25, 1938 (railroad unemployment insurance account), and to
invest such portion of the fund as is not, in his judgment, required
to meet current withdrawals, in accordance with the procedure out-
lined in the Annual Report of the Secretary of the Treasury for 1937.

. The Social Security Act, as amended, provides that the fund shall
be invested as a single fund, but the Secretary of the Treasury shall
maintain a separate book account for each State agency and the rail-
. road unemployment insurance account and shall credit quarterly on
March 31, June 30, September 30, and December 31 of each year to
each account on the basis of the ‘average daily balance of such account,
a proportlonate part of the earnings of the fund for the quarter endmg
on such date.

The Railroad Unemployment Insurance Act, approved June 25,
1938, established, effective July 1, 1939, an unemployment insurance
system for individuals employed by certain employers engaged in
interstate commerce. Under this act the Secretary of the Treasury is
required to maintain in the unemployment trust fund an account
known as the railroad unemployment insurance account. This
account shall consist of 90 per centum of all contributions collected
pursuant to section 8 of the act, all amounts transferred to the
‘account from State unemployment compensation funds, and funds
from certain other sources. Moneys in the account are to be used
solely for the payment of benefits and refunds.

In order to provide for the payment of benefits beginning July 1,
1939, before the collection of contributions or the receipt of funds to .
be transferred from the State unemployment compensation funds, the
act provides that the Secretary of the Treasury advance to the credit
of the account such sums, but not more than $25,000,000, as the
Railroad Retirement Board requests for the purpose of paying bene-
fits. Such sums are to be repaid from the account on January 1, 1941,
or at such earlier time as the Board may, by agreement with the
Secretary, determine. An appropriation of $23,750,000 for advance
to the account was contained in the Treasury Department Appropria-
tion Act, 1940, approved May 6, 1939.

Under the provision of the act of June 25, 1938, the Social Security
Board is directed to determine for each State, after agreement with the
Réilroad Retirement Board, and after consultation with such State,
the amount in the State unemployment compensation fund repre-
senting the balance collected from employers and employees who
come within the purview of the Railroad Unemployment Insurance
Act. These amounts are to be transferred to the railroad unemploy-
ment insurance account in the unemployment trust fund. During
the fiscal year, $1,800,818.02 was transferred to the railroad unem-
ployment insurance account under this provision.

Under section 13 (d) of the act, it is provided that the Social Security
Board shall withhold from certification to the Secretary of the Treasury
grants to States for administrative expenses under section 302 (a) of
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the Social Security Act from States which failed to pass laws authoriz-
ing the Secretary of the Treasury to make transfers to the railroad
unemployment insurance account. Section 13 (f) directs the Social
Security Board to certify to the Secretary of the Treasury for payment
into the railroad unemployment insurance account the amounts
withheld from any State. The State of Connecticut failed to amend
its law authorizing the Secretary of the Treasury to make these
transfers. The Board accordingly withheld from Connecticut and
deposited in the railroad unemployment insurance account during the
fiscal year grants. for administrative expenses aggregating $783,000,
which is included in the amount of $1,800,818.02.

The following statements show the status of the account, as of June
30, 1940, and a summary of receipts and expenditures for the fiscal
years 1936 to 1940:

Unemployment trust fund, June 30, 19401

Credits:
On account of deposits by State agencies:
ToJune 30, 1939 . . iiaiiiian $1, 869, 471, 414. 37
July 1, 1939, to June 30, 1940_ _ .. lliiaaieoiil. 859, 863, 884. 26
2, 729, 335, 298. 63
Pro rata share of earnings to June 30, 1939._____ $44, 837, 507. 14
Proratashare of earnings July 1, 1939, to June 30,
1040, i cicieeeen 37, 523, 953. 28

: 82, 361, 460. 42
——— ———— $2,811,696,759.05

On account railroad unemployment insurance account:
Deposits made by Railroad Retirement Board on account of

contributions July 1, 1939, to June 30, 1940 .._..__._........_ 44, 248, 661. 68
Transfers from States on account of railroad unemployment in-
surance account July 1, 1939, to June 30, 1940________________ 1,800, 818. 02

. ) 46, 049, 479.70
Advances from appropriation to the railroad unemployment

insurance account. ... .o .. 15, 000, 000. 00
’ N 61, 049, 479, 70
Pro rata share of earnings July 1, 1939, to June 30, 1940 ______ 201, 845. 56
_—— 61, 251, 325. 26
LY Y 2, 872, 948, 084. 31
Less withdrawals by State agencies:
To June 80, 1939 . . . e eemamaaa 633, 770, 000. 00
July 1, 1939, to June 30, 1940_____ .. _____________ ... 482; 963, 000. 00
Transfers to railroad unemployment insurance account July 1,
1939, to June 30, 1940 .. ... . 1, 800, 818. 02
1] Y P, s 1, 118, 533, 818. 02

Less withdrawals from railroad unemploymeat insurance account:
Repayment of advances from appropriations to railroad un-

employment insurance account_ . ____.___________._._._.____. 15, 000, 000. 00
Railroad unemployment benefit payments_.._._..._ .. __...._ 14, 552, 455. 95
B 117 - 29, 552, 455.95 1,148, 086, 273. 97
Balance June 30, 1940 - . ceccemeccmcmmamam—een 1,724,861, 810. 34
Assets: i .
$1,710,000,000 face amount 214% Treasury certificates of indebted-

ness, unemployment trust fund series, maturing Juneé 30, 1941.______________.____. 1, 710, 000, 000. 00
Unexpended balances June 30, 1940: .
Unemployment trust fund..._ 13, 414, 266. 29
Chief Disbursing Officer. ... oo 1,447, 544.05
_— 14, 861, 810. 34"

Total fund assets Tune 30, 1940___....___._ S 1,724, 861, 810. 34
1 On tasis of daily Treasury statement.
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Summary of réceipts and expenditures for the period 1936 to 1949

Deposits by States and pro rata share of earnings
Less withdrawals and transfers to raﬂtoad unemployment insur-
anee aCCount . iccieee-

Balance to credit of States in the unemployment trust fund

Deposits in railroad unemployment insurance account, transfers from
States, and pro rata share of earnings
Advance from appropriation. . ... e

Less repayment of advance from appropriation
Less railroad unemployment benefit payments

Total fund liabilities June 30, 1940____.. e e m e m e

$2, 811, 696, 759. 05
1,118, 533, 818. 02

46, 251, 325. 26
15,000, 000. 00

61, 251, 325. 26
15, 000, 000. 00

46, 251, 325. 26

114, 552, 455. 95

$1, 693, 162, 941. 03

31, 698, 869. 31

1,724, 861, 810. 34

1 Net transfers to Chief Disbursing Officer for benefit payments amounted to $16,000,000.00; railroad
unemployment benefit payments amounted to $14,552,455.95; leaving a balance of $1,447,544.05.

The following statement shows the amounts deposited, earnings,
and withdrawals from the inception of the fund to June 30, 1940, and
the amounts to the credit of State agencies and of the railroad unem-
ployment insurance account as of June 30, 1940:

Amounts of unemployment trust fund, cumulative to June 30, 1940, credited to
account of each State agency and of the railroad unemployment insurance account

Net earnings Total with-
Total deposits credited to drawals from Balancleg,41(]une 30,
account account

Alabama. ..o oooooiiiao- $28, 469, 843. 42 $691, 445,97 $14, 880, 000. 00 $14, 281, 289. 39

Alaska.__. - 1,587, 618, 04 46,194, 34 , 812, 38

Arizona. .. - 7,001, 767. 41 153, 604. 39 4, 170 000 00 2,985, 371. 80

Arkansas.. - 10, 350, 393. 49 334, 248. 43 3, 585 000. 00 7,099, 641. 92

California. - 243, 521, 266. 67 7,891, 015.15 97, 660, 000. 00 153, 752, 281. 82

Colorado.. - 16, 164, 283. 22 594, 012. 65 5, 970, 000. 00 10, 788, 295. 87

Connecticut. - 54, 083, 000. 00 1, 453, 305. 86 21, 733, 000. 00 33, 803, 305. 86

Delaware. ... - 7,479, 314. 47 255, 038. 33 1, 270, 000. 00 6, 464, 352. 80

District of Columbia. - 22, 486, 421. 48 847,841, 18 4, 160, 000. 00 19, 174, 262. 66

. Florida..........._ - 19, 595, 820. 77 624, 373. 62 6, 125, 000. 00 14,095, 194, 39

Georgia. - 27,217,192. 82 941, 876. 85 5, 800, 000. 00 22, 359, 069. 67

Hawaii.. - 5,970, 369. 75 213, 620. 88 510, 000. 00 5,673, 990. 63

Idaho. - 6, 416, 757. 05 183, 940. 02 4, 050, 000. 00 2, 550, 697. 07

Tllinois. . .| 220, 239,013. 81 7,732,878. 45 42, 000, 000. 00 185,971, 892. 26

Indiana. - 69, 603, 112. 61 2,139, 201. 16 32, 250, 000. 00 39,492, 313. 77

owa__._ - 25,791, 000. 00 783,170. 43 10, 385, 000. 00 16, 189, 170. 43
Kansas.... - 17,734,797.78 656, 555. 79 3, 580, 000. 00 14, 811, 353. 57 .

Kentucky. - 34, 910, 000. 00 1,305, 515.43 7, 465, 000. 00 28, 750, 515. 43

Louisiana: - 30, 742, 000. 00 893, 488.01 13, 225, 000. 00 18, 410, 488. 01

- 13, 015, 000. 00 224, 347. 55 9, 500, 000. 00 3,739, 347. 55

- 37, 576, 000. 00 812,951. 72 19, 875, 000. 00 18, 513, 951. 72

-{ 134,780, 000. 00 4,105, 752. 43 62, 700, 000. 00 76,185, 752. 43

- 146, 494, 592. 91 3, 317, 707. 60 89, 850, 000. 060 59, 962, 300. 51

- 44, 667, 299. 59 1,170, 709. 96 22, 175, 000. 00 23, 663, 009. 55

- 8, 094, 978. 76 238, 144. 27 4,065, 000. 00 4,268, 123. 03

- 62, 719, 668. 20 2,205, 372. 39 9, 350, 000. 00 55, 575, 040. 59

- 8, 575, 697. 20 301, 377. 89 3, 135, 000. 00 5, 742, 075..09

- 12, 434, 135. 90 443, 727. 67 2, 485, 000. 00 10, 392, 863. 57

- 2, 892, 320. 17 86, 779. 02 1, 505, 000. 00 1,474, 099. 19

- 11, 456, 068. 01 334, 036. 49 6, 280, 000. 00 5, 510, 104. 50

- 135, 026, 000. 00 4, 815,974. 71 24,725,000.00 |- 115,116,974.71

- 4, 535, 000. 00 157, 653.30 1, 855, 000. 00 2,837, 653. 30

- 402, 576, 573.85 | 10, 465, 588. 43 218, 650, 000. 00 194, 392, 162, 28

- 36, 699, 000. 00 29, 459. 78 16, 000, 000. 00 21, 628, 459. 78

- 3, 248, 257. 84 111, 905. 82 976, 000. 00 2, 384, 163. 66

- 180, 861, 574. 72 6, 902, 537. 63 38, 708, 000. 00 149, 056, 112. 35

- 21, 726, 000. 00 841, 797. 36 6, 463, 000. 00 16, 104, 797. 36

- 20, 617, 567. 48 482, 397. 53 12, 925, 000. 00 8, 174, 965. 01

Pennsylvania. - 261, 278, 000. 00 5, 808, 551. 34 154, 000, 000. 00 113, 086, 551. 34

Rhode Island. .. - 29,197,727, 95 578, 326. 84 20, 600, 000. 00 9,176, 054. 79

South Carolina.. - 14, 325, 000. 00 547,151. 13 4,740, 743. 96 10, 131, 407. 17

South Dakota... R 3, 590, 000. 00 142, 166. 64 623, 000. 00 3,109, 166. 64

Tennessee..____... - 27, 390, 000. 00 702, 453. 35 14,124,000.00 | 13, 968, 453. 35

exas. ... . 74, 657, 000. 00 2, 433, 956. 90 25, 600, 000. 00 51, 490, 956. 90

Utah._____ - 8, 588, 367. 70 191, 840. 39 4, 990, 000. 00 3, 790, 208. 09

Vermont.__ -] 4, 894, 206. 40 145, 590. 05 2, 357,074. 06 2,682, 722. 39

Virginia...._.. - 31, 645, 000. 00 893, 453. 69 13, 290, 000. 00 19, 248, 453. 69

Washington........co..oooo.... 32, 770, 602. 61 1,088, 709.17 12, 215, 000. 00 21, 644, 311.78
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Amounts of unemployment trust fund, cumulative to June 30, 1940, credited to ac-
count of each State agency and of the railroad unemployment insurance account—

Continued

. Net earnings Total with-

Total deposits | credited to drawals from Balan(;leé4.{)une 30,
account account

West Virginia_. ... $33, 343, 467. 76 $649, 901. 50 $18, 210, 000. 00 $15, 783, 369. 26
Wisconsin - 67, 705, 760. 25 3,356, 423.32 17, 700, 000. 60 53,362, 183. 57
Wyoming______ 4, 298, 655. 32 133,387.61 2, 055, 000. 00 2,377, 042. 93
Total 2,731,043, 495.41 | 82,361, 460.42 | 1,121,194, 818.02 | 1,692, 210,137.81

Deposits not cleared by the .
Treasurer of the United Statgs. ~-1,708,196.78 | e —1,708,196. 78

Outstanding cheeks . ..o o] ~2, 661, 000. 00 -2, 661, 000. 00
Total. ..ol 2,729,335,298.63 | 82,361,460.42 | 1,118, 533,818.02 | 1,693,162, 941.03
Railroad unemployment insur-
ance account: )
Deposits and transfers._...__. 46, 049, 479. 70 201, 845. 56 16, 000, 000. 00 30, 251, 325. 26
Appropriation: Advance and
repayment. .. ... _.._..._ 15,000,000.00 |-ceucooonoot 15,000,000.00 {-- .. _______..._
Unexpended balance in Dis- .
bursing Office account avail-
able for railroad unemploy-
ment benefits . .|| —1, 447, 544. 05 -+1, 447, 544. 05
Total railroad unemploy-
ment insurance account. 61, 049, 479. 70 201, 845. 56 29, 552, 455. 95 31, 698, 869. 31

Total adjusted to daily
Treasury statement

basis (unrevised) - . .....| 2,790,384,778.33 | 82,563,305. 98 | 1,148,086, 273.97 | 1,724, 861, 810. 34

Railroad retirement account.—The railroad retirement account was
established pursuant to section 15 (a) of the Railroad Retirement Act
of 1937, approved June 24, 1937. The Railroad Retirement Board
is required to submit annually to the Bureau of the Budget an esti-
mate of the appropriation to be made to the account for each fiscal
year, beginning with the fiscal year 1937, in an amount as an annual
premium sufficient, with a reasonable margin for contingencies, to
provide for the payment of all annuities, pensions, and death benefits,
and all amounts credited to the account are available for such purposes.

It is the duty of the Secretary of the Treasury, at the request and
direction of the Railroad Retirement Board, to invest such portion
of the amounts credited to the account as, in the judgment of the
Board, is not immediately required for the payment of annuities, pen-
sions, and death benefits, in interest-bearing obligations of the United .
States or in obligations guaranteed as to both principal and interest
by the United States. Investments may be made in the following
manner: (1) Purchase of original issues at par; (2) purchase of out-
standing obligations at the market price; and (3) the issuance at par
of special public debt obligations exclusively to the account. Such
special obligations shall bear interest at the rate of 3 per centum per
annum and obligations other than special obligations may be acquired
only on such terms as to provide an investment yield of not lessthan
3 per centum per annum.
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The following statement shows the status of the account as of June
30, 1940: ‘

Railroad retirement account, June 30, 19401

Credits:
Appropriations: '
To June 30, 1939 e ccceeccces $253, 500, 000. 00
July 1, 1939 toJune 30, 1940 . _ . 120, 650, 600. 00

$374, 150, 000. 00
Interest on mvestments

To June 30, 1939 3, 612, 698. 64

July 1, 1939 to June 30, 1940 2, 282, 516. 39
_— 5,895, 215. 03
B 7 e e cemcc—ennn 380, 045, 215. 03

Less payments on account of benefits: .

ToJune 30, 19839 - . eicciieccccenes 185, 623, 133. 49

July 1, 1939, to June 30, 1940 _ ___ .. 113, 099, 073. 50
. 298, 722, 206. 99
Balance in account June 30, 1940 . o icmcacaiciean 2 81, 323, 008. 04

Assets: . '
Face amount Principal cost

$55, 000,000 3%, special Treasury notes payable June 30, 1942.______.__ $55, 000, 000. 00
12, 200, 000 3%, special Treasury notes payable June 30, 1943 _ 12, 200, 000. 00
10, 000, 000 3% special Treasury notes payable June 30, 1944__ 10, 000, 000. 00

2,200,000 3%, special Treasury notes payable June 30, 1945 Z 720200, 000.00
- R 79, 400, 000. 00
79, 400, 000 '
Unexpended balances June 30, 1940:
To credit of Chief Disbursing Officer... ... oo oo 1, 825, 954. 30
On books of the Division of Bookkeeping and Warrants....._.... 97,053. 74
) —_—_— 1,923, 008. 04
Total assets June 30, 1940 . _ e 81,323, 008. 04

L On basis of daily Treasury statement (unrevised).
2 Excludes $10,750,000 unexpended balance of General Fund appl opriation on books of Treasury not yet
transferred in the dally ’1 reasury statement to trust fund receipts.

Library of Congress trust fund.—Under the act of March 3, 1925,
as amended, the Library of Congress Trust Fund Board, consmtmg
of the Secretary of the Treasury, the chairman of the Joint Com-
mittee on the Library, the Librarian of Congress, and two persons
appointed by the President, is authorized to accept, receive, hold,
and administer such gifts or bequests of personal property for the
benefit of or in connection with the Library, its collections, or its
service as may be approved by the Board and by the Joint Com-
mittee on the-Library. The moneys or securities given or bequeathed
to the Board are required to be receipted for by the Secretary of the
Treasury, who is authorized to invest, reinvest, or retain investments
as the Board may determine.

The act approved June 23, 1936, amended section 2 of the act of
March. 3, 1925, so as to authorize the Board in its discretion, unless
prevented by the terms of a gift or bequest, to deposit the principal
of any gift or bequest with the Treasurer of the United States as a
permanent loan with interest at the rate of 4 percent per annum,
payable semiannually, provided that such principal sums held by the
Treasurer shall not exceed $5,000,000 at any time. Additional gifts
amounting to $110,000 were received during the year and deposited
in the permanent loan account. The Board continued during the
fiscal year 1940 its authorization to sell from time to time certain
securities held under various donations and to deposit the principal
proceeds of such sales in the permanent loan account. Total deposits -
in the permanent loan account from this source during the year
amounted to $65,509.83. The Board also authorized the transfer to
the permanent loan account of such balances of funds remaining to
the credit of the investment (principal) account of any endowment
held by the Board after all securities contained in the endowment
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shall have been sold or otherwise disposed of and the proceeds there-
from deposited in the said permanent loan account. Such transfers
during the year amounted to $434.39 and placed the full value of the
endowments on an interest-earning basis. Total deposits in the per-
manent loan account from these sources during the year amounted
to $175,944.22. All investments during the year were made by
deposits in the permanent loan fund.

The following statement shows the earnings credited to each dona-
tion as of June 30, 1940:

Library of Congress trust fund earnings to June 30, 1940

: Total to Fiscal year | Total to
Donation June 30, 1939 1040 Tune 30, 1940

Income account, securities

Babine. i $1,783.08 |- oo $1,783.08
Beethoven. _ 4,429.73 | 4,429. 73
Benjamin 30, 410. 90 $1 352. 00 31,762. 90
Bowker.. 1, 169. 38 84. 1,253.79
Carnegie. 36, 588. 36 125. 00 36,713.36
Coolidge. 92, 386. 70 3,318.68 - 95, 705. 38
Guggenheim. 32,769.36 | oo _ooenns 32, 759. 36
Huntington._ 71,613.75 125,677. 50 97,201.25
Longworth_ _ 757,02 | oo 757.02
Pennell ... 34,191. 40 7,597.37 41,788.77
Wilbur e 107,345.09 | oo 107 345.09

Total. . e i 413,434.77 38, 154. 96 451, 589. 73

Income account, permanent loan fund

$530. 54 $266. 18 $796. 72

433.26 483.44 916. 70

6,136.01 3,534, 62 9, 670. 63

6,026.05 3,975. 60 10, 001. 65

3,268.72 3,625, 54 6, 804. 26

9,071.76 4,535.88 13, 607. 64

Longworth. . 609. 69 305. 00 914. 69
Pennell. ... R 6, 259. 27 6, 005. 94 12, 265. 21
Whittall .. - 17,909. 31 8,469.95 26, 379. 26
WD - - oo e 19,718.30 12,228.02 31,946, 32
b1 i mmanaan 69,962.91 43,430.17 113,393.08
Grand total - ..o 483,307. 68 81,585.13 564,982. 81

! Includes income under deed of trust dated Nov. 17, 1936, administered by designated trustees, including
Bank of New York

The status of the permanent loan account as of June 30, 1940, is as
follows:

Library of Congress Trust Fund Board, permanent loan account, June 30, 1940

Donation Amount Donation Amount
$6,684.74 || Huntington. ___.____ .. .. ____.._... $113, 396. 99
12,088.13 |{ Longworth._. - 7, 691. 59
88, 365.58 || Pennell.__ —— 174 257. 51
108, 080. 32 || Whittall ———- 285, 000. 00
90, 654. 22 | Wilbur_.__ JON. 305, 813. 57
Total. i iaaaaeae 1,192, 032. 65

The following statement shows the securities held by the Board for
account of each donation as of June 30, 1940. The securities are held
in safekeeping by the Treasurer of the United States and certain

269677—41——16
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Federal Reserve Banks, subject to the order of the Secretary of the
Treasury, for account of the Board.

Securities held by the Library of Congress Trust Fund Board, June 30, 1940

Face
Name of security ag’?%‘;’;t i{:{ligfegtf; Class of security
value
William E. Benjamin donation
Percent
- Standard Oil Co. of California. oo oicoeooooaooo $33,800.00 (.o Common stock, 1,352 shares.
R. R. Bowker donation 1
U. 8. Government. 1,000. 00 274 Treasury bonds of 1955-60.
German Governme 2, 000. 00 7 | German external loan.
Japanese Government_ 2, 000. Q0 614| Sinking fund gold bonds.
American Telephone & 4,800.00 (... Common stock, 48 shares.
' Carnegie donation
Missouri Pacific R. R. Co._. 5,000. 00 5 | First and refunding mort-
i ; . gage bonds.
Elizabeth Sprague Coolidge donation )
Chicago Railways Co.. 3,750.00 | - 5 | First mortgage bonds.
Missouri Pacific R. R. 2, 000. 00 5 | First and refunding mort-

gage bonds.

American Ship Building Co..___ 6, 000. 00 Common stock, 100 shares.
American Telephone & Telegraph C 17, 100. 00 Common stock, 171 shares.
Board of Trade Building Trust of Bos! 700. 00 Common stock, 7 shares.

Commonwealth Edison Co. ... 12, 400. 00 Common stock, 496 shares.

) Archer M. Huntington donation .
Missouri Pacific R. R. Co. . oo ... 49, 500. 00 5 | First and refunding mort-

Joseph Pennell donation . gage bonds.
Lehigh Valley R. R. Co_ oo 5, 000. 00 4 | General consolidated mort-
: gage gold bonds.
Great Northern Railway Co.. 2, 000. 00 5% G%nergl mortgage  gold
) . onds.
Lehigh & New England R. R. Co.... 3, 000 00 4 | General mortgage bonds.
National Railways of Mexico. .. 5. 00 6 | Secured gold note.
3, 000 00 414| Prior lien gold bonds.
5, 000. 00 414| General mortgage bonds.
5, 000. 00 a4 Do.
Pennsylvama and New York Canal & Raiiroad Co._ 1, 600. 00 5 ansglidated mortgage
ond.
Reading Co... oo iiiiooo. 11, 000. 00 4%4| General and refunding mort-
gage bonds.
Erie Lighting Co. ... 5, 000. 00 5 | Sinking fund gold bonds.
Georgia Power Co. .. 7, 000. 00 5 | First and refunding mort-

gage bonds.
Penn Central Light & Power Co..ccoooooooen. .. 10, 000. 00 414 First mortgage gold bonds
Potomac Edison Co_..._. Do.

Consolidation Coal Co.

Preferred stock,? 9 shares.
Common stock,? 36 shares.

Sinking fund bonds.
1, 000. 00 Sinking fund gold bonds.
429. 30 Rights to interest in arrears.
810. 00 Do.

Lehlgh Valley Coal C 300. 00 Common stock, 6 shares.

Pennsylvania Railroad 6, 700. 00 Common stock, 134 shares.

‘Westmoreland Coal Co @y Common stock, 105 shares.

Westmoreland, Inc.. “ Common stock, 105 shares.
Total_______

219, 334. 30

1 Life interest in 94 of income retained under terms of donation.
2 Voting trust certificates.

3 No par. Exchanged for $20 par value stock in July 1940.

4 No par. Exchanged for $10 par value stock in July 1940,

National Cancer Institute gift fund.—Under section 6 of the National
Cancer Institute Act of August 5, 1937 (50 Stat. 559), the Secretary
of the Treasury may accept unconditional gifts for study, investiga-
tion or research into the cause, prevention, and methods of diagnosis
and treatment of cancer, or for the acquisition of grounds or for the
erection, equipment, and maintenance of premises, buildings, and
equipment for the National Cancer Institute. Conditional gifts may
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be accepted if recommended by the Surgeon General of the Public
Health Service and the National Cancer Advisory Council. Any
such gifts, if in money, shall be held in trust and shall be invested -
by the Secretary of the Treasury in securities of the United States.

There was received from the American Society for the Control of
~ Cancer, on March 31, 1938, a conditional gift of $120 for the prepa-
ration of educational posters on cancer. In April 1940 an uncondi-
tional gift of $100 was received from Lt. Col. Stanley C. Ramsden.
To ci]une 30, 1940, no expenditures from these gift funds have been-
made

National Institute of Health gift fund.—By the act of May 26, 1930
(46 Stat. 379), the Secretary of the Treasury is authorized to accept
unconditional gifts for study,  investigation, and research in the
fundamental problems of the diseases of man, and for other purposes.
It1is also provided that he may accept conditional gifts upon the recom-
mendation of the Surgeon General of the Public Health Service and
the National Institute of Health. Any such gifts are to be held in
trusts and invested by the Secretary of the Treasury in securities of
the United States. '

The receipts and expenditures of the conditional gift fund durmg
the year were as follows:

National Institute of Health conditional gift fund, receipts and expenditures, fiscal
year 1940
Unexpended balance June 30, 1939 ............................................................. $10, 754. 49
Receipts:
Donations: :
Corn Industries Research Foundation._.

Josiah Macy, Jr., Foundation 3: 200, 00 8 200,00
Proceeds of sale of $2,000 414% Treasury bonds of 1947-52, Chemieal Foundation. . _._._.._. 2,’ 231.35
Net earnings collected on investment account of Chemical Foundation. ... ... __ 3,687.04

‘Expenditures, advances to institute:
Chemical Foundation donation. ..o
Corn Industries Research Foundation. -
Infantile paralysis fund .. ... .. iciciceos

16,351. 58
Unexpended balance June 30, 1940._.__.._______-.,._-._____.‘__,_,_,.__...,.......<..7.._ 8, 521.30

The following statement shows the status of the fund as of June 30,
1940.

National Institute of Health conditional gift fund, June 30, 1940

Credits:
Donations:
Chemical Foundation " , 000.
Rockefeller Foundation._._..._._.. 22,000. 00
Corn Industries Research Foundati 10, 000. 00
The National Foundation for Infantile Par 10, 000. 00
Josiah Macy, Jr., Foundation , 200. 00
: $145, 200. 00
Net earnings on investments, Chemical Foundation. .. ... 34,942.08
3 7 ) Oy UO 180, 142. 08
Less advances to meet expenditures on account of the institute :
Chemical Foundation. 43,315.92
Rockefeller Foundation, dental survey 15, 000. 00
Rockefeller Foundation, county health work 7,000. 00
Corn Industries Research Foundation._______ 10, 000. 00
Infantile paralysis fund . . i 5,935.00
—— -81,250.92
Balance in fund June 30, 1940 . .. e —mmmm——an 98,891.16
Assets: .
$81,000 face amount 4149, Treasury bonds of 1947-52, principal €08t -« oo oaaoaaas 90, 369. 86
Unexpended balance on books of Division of Bookkeeping and Warrants:
Chemical Foundation.............__ - 1,256.30
The National Foundation for Infantile Paralysis, Inc. . - 4,065. 00
Josiah Macy, Jr., Foundation________________ ... 3, 200. 00

8, 521. 30
Total fund assets June 30, 1940, _ el 98, 891. 16
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Natwnal park trust fund.—Under the act of July 10, 1935 (49 Stat.
'477), the National Park Trust Fund Board, consisting of the Secre-
tary of the Treasury, the Secretary of the Interlor the Director of
the National Park Service,and two persons appomted by the President,
was created and established and is authorized to accept, receive, hold
and administer such gifts or bequests of personal property for the
benefit of, or in connection with, the National Park Service, its ac-
tivities, or its service, as may be approved by the Board, but no such
gift or bequest which entails any expenditure not to be met out of
the gift, bequest, or. the income thereof shall be accepted without the
consent of Congress. The moneys or securities given or bequeathed
to the Board are required to be receipted for by the Secretary of the
Treasury, who is authorized to invest, reinvest, or retain investments
as the Board may determine. Income from investments shall be cov-
ered into the national park trust fund. No expenditures have been
made from this fund except for investments. '

The following statement shows the status of the fund as of June
30, 1940:

Natwnal park trust Sfund, June 30, 1.940

Credits: .
Donations:
Metro-Qoldwyn- Maycr Distributing Corporation. ... ... ... $5, 000. 00
Universal Pictures Corporation. ... .. . ... [ 3,000. 00

Twentieth Century Fox Film Corporation.. . .. .._.___.___ [, 1,175. 00
Metro-Goldwyn-Mayer Corporation.. .. 3,000.00
Paramount Pictures, Inc_____
Loew’s,Inc .. .. ________
Interest earned on investment:

17 )

Assets: )
$14,200 face amount of 276% Treasury bonds of 1955-60, principal cost...... .o oo 14, 548. 54
Accrued interest paid on investments. 12.94
Unexpended balances: To credit of disbursing officers. ... ..o 5.57

Total fund assets June 30, 1940 e 14, 567. 05

Ainsworth Library fund, Walter Reed General Hospital—Under the
joint resolution of Conomqs approved May 23, 1935 (49 Stat. 287),
the adjutant, Walter Reed General Hospltal was -authorized to

accept the bequest of the late Maj. Gen. Fred C. Ainsworth, as con-
tained in his last will and testament, and to receipt therefor on
behalf of the United States, and to depos1t the funds so received in
the Treasury of the United States as a special fund dedicated to the
purpose of establishing a permanent library at the Walter Reed
General Hospital, to be known as the “Fred C. Ainsworth Endow-
ment Library,” said fund to be subject to disbursement for such
purpose upon vouchers submitted by the adjutant, Walter Reed
General Hospital, and to be available until expended. The adminis-
tration, control, and expenditure of the fund and its application to .
" the purposes intended shall be according to the sole discretion of the
adjutant, Walter Reed General Hospital.

The Treasurer of the United States, upon the written request of
the adjutant, Walter Reed General Hospltal is authorized to invest .
and reinvest any part or all of the corpus of the bequest, as well as
any income therefrom, in interest-bearing United States Government
bonds, and to retain custody thereof. :
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The following statement shows the status of the fund:

Ainsworth Library fund, Walter Reed General Hospiial, June 30, 1940

Receipts:

Bequest of Maj. Gen. Fred C. Ainsworth. . o e eeaan $10, 700. 00
Net earnings on investments. .. . e m——————— 959. 02
X . 11, 659. 02
Expenditures oo oo ooincecciiaaean TSR NS S SRR 1,529.17
Balance in fund June 30, 1040 e ienecccecccccaeamma————- 10, 129. 85

Assets: )
$9,700 276% Treasury bonds of 1955-60, principal €ost. ... . oo 9,972, 81
Unexpended balance on books of Division of Bookkeeping and Warrants..... ... ....._.__. 157. 04
Total fund assets June 30, 1940. . oo reaeeas e 10, 129. 85

Pershing Hall Memorial fund.—The act of June 28, 1935 (49 Stat.
426), authorized the appropriation of $482,032.92 of the recreation
fund—Army, created by the War Department Appropriation Act,
. approved March 4, 1933, for effecting a settlement of any indebted-
ness connected with Pershing Hall, a memorial already erected in
Paris, France, under the auspices of the American Legion, Inc., to
the commander-in-chief, officers, men, and auxiliary services of the
American Expeditionary Forces. It provided that this amount would
not be used for the purposes set forth in the act until legal title to
Pershing Hall had been vested in the United States Government for
the use and benefit of all American officers and enlisted men of the
World War. It further provided that the balance remaining after
settlement of the indebtedness would be retained in a special fund to
be known as the Pershing Hall Memorial fund. Under the terms of
the act, the Secretary of the Treasury is authorized (a) to invest and
reinvest the corpus of this fund in interest-bearing United States
Government bonds, and (b) upon request of the American Legion,
Inc., to pay to the national treasurer of the Legion any part of the
earnings upon the fund for use in the maintenance and/or perpetuation
of Pershing Hall. An appropriation for those purposes was provided
by the act of August 12, 1935 (49 Stat. 594).

On August 3, 1936, the Secretary of the Treasury, acting in con-
junction with the Attorney General, completed acquisition of Pershing
‘Hall for the United States. Liquidation of the mortgage on Pershing
Hall required an expenditure of $213,643.28. An additional $74,986.42
has been expended for the payment of contractors’ and other claims
constituting indebtedness connected with Pershing Hall.

. During the fiscal year 1939 the American Legion took over the
maintenance and perpetuation of Pershing Hall. Accumulated earn-
mgs on investments amounting to $18,742.04 were paid during 1940
to the national treasurer of the American Legion for that purpose.



224 REPORT OF THE SECRETARY OF THE TREASURY

The following statement shows the status of the fund as of June 30,
1940:
Pershing Hall Memorial fund, June 30, 1940
Credits: :

Appropriation by Coungress

$482, 032, 92
Profits on investments_.______________ 573. 20

Interest earned on investments 21, 263. 41
TOtAL. e oo e $503, 869, 53
Less:
Disbursements on account of current claims and expenses. ... _.___.__________ 288, 629. 70
Disbursements on account of National Treasurer; American Legion.._ 18,742. 04
T VO e 307, 371. 74
Balance in fund June 30, 1940 196, 497. 79
ssets:
$191,300 234% Treasury bonds of 1951-54, amortized. . ... ... ... 193, 698. 50
Balance to credit of fund on books of Treasury and in the hands of disbursing
officers 2, 799. 29

7 U e 196, 497. 79

Alien property trust fund.—Under the act of October 6, 1917, as
amended, and the Settlement of War Claims Act of 1928, approved
March 10, 1928 (45 Stat. 254), as amended, securities previously held
by the Secretary of the Treasury for account of the Attorney General,
Alien Property Bureau, were all sold during the fiscal year. A state-
ment of the alien property trust fund as of September 15, 1940, follows:

Alien property trust fund, September 15, 1940

Credits:
17N RN $37, 491, 563. 64
Earnings on investments, ete. . . . eiaeaaa 35, 404, 039. 51
B 0] 7 S U 72, 895, 603. 15
_—
Assets: o .
Participating certificates issued under sec. 25 (e) of the Trading with the
Enemy Aect: -

Noninterest-bearing_

s . $19, 832, 055. 63
5% interest-bearing. .

17, 552, 096. 91
. ———— 37,384,152, 54
Cash balance with Treasurer of the United States_ ... . . _____..______ 35, 511, 450. 61

© Total fund assets Sept. 15, 1940 .. Lo 72, 895, 603. 15

Checks were issued by the Treasury Department during the fiscal
year to the Attorney General, Alien Property Bureau, on account of
the alien property trust fund for the following purposes:

Distribution of income....____._. N $315, 000
Distribution of Government earnings.___ _.. 105,000

© AdmIinIStrative X PemSeS. e —— e e 220, 000
7Y g R SR 640, 000

Philippine funds in the United States Treasury.—Under an act of
March 8, 1902 (32 Stat. 54), reenacted in section 3343 (b) of the In-
ternal Revenue Code, approved February 10, 1939, it was provided
that all duties and taxes collected in the United States upon articles
coming from the Philippine Archipelago and upon foreign vessels
coming therefrom were to be held as a separate fund and paid into the
treasury of the Philippine Islands to be expended for the government
and benefit of the Islands.

A summary follows showing customs duties, tonnage taxes, and
internal revenue taxes, exclusive of taxes with respect to coconut oil,
appropriated to Philippine accounts and payments therefrom during
the fiscal years 1933 to 1940,



REPORT OF THE SECRETARY OF THE TREASURY 225

; Payments to
i Receipts ! PPt .
Fiscal year appropriated Glgeélrxgggf“ Unpald balance

$381, 500. 46 $50. 67 3 $854, 598. 97
527, 426. 40 813,371.78 568, 653. 59
491, 458. 50 502, 551. 53 557, 560. 56
645, 890. 13 745,957.75 457,492.94
755, 865. 76 891, 725. 93 321, 632.77
813, 852. 30 934, 689. 47 200, 795. 60 .
569, 468. 06 626, 347, 68 143, 915. 98
703, 874. 28 482, 106. 02 365, 684. 24

- 1 Reduced by amounts carried to surplus fund under act of June 20, 1874, as follows: 1936, $17,540.28; 1937,
$9,783.75; 1939, $15,151.70; and 1940, $957.78.

5 Includes certain refunds and ad]usl:ments

3Includes balances of $473,158.18 in Philippine accounts as of July 1, 1932,

Under an act of June 11, 1934 (48 Stat. 929; U. S. C. title 48, sec.
1157), the Secretary of the Treasury was authorized to accept, upon
such conditions as he might prescribe, deposits of public moneys of the
Philippine Government. The act provided an indefinite appropria-
tion for the payment of interest on such deposits other than demand
deposits at such rates not in excess of 2 percent per annum as the
Secretary might prescribe.

Thereafter, the Secretary of the Treasury agreed to accept not to
exceed $55,000,000 of Philippine moneys in a time deposit account,
amounts deposited with the Treasury by the Philippine Government
in excess of that sum to be maintained 1n a demand deposit account.
Since December 10, 1934, the balance in the time deposit account has
been maintained at $55,000,000. The balance in the demand deposit
account as of June 30, 1940, was $49,655,001.15.

Section 602)% of the act of May 10, 1934 (U. S. C. title 26, sec. 999),
provided that taxes collected with respect to coconut oil wholly of
Philippine production or produced from materials wholly of Philippine
growth or production should be paid to the treasury of the Philippine
Islands subject to certain conditions. An agreement was consum-
mated between the Secretary of the Treasury and the Philippine
Government under which coconut oil moneys payable to the Philip-
pine treasury would be transferred on periodic settlements of the
General Accounting Office to a special deposit account in the name of
the Secretary of the Treasury subject to withdrawal by the Philip--
pine Government on ninety days’ notice in writing. A summary of
transactions in the account from the time of its establishment to
date follows.

. . . Ba]anc:a at end
Fiscal year Deposits Withdrawals of year
$66,854,779.06 [ oo ___-. $56, 854, 779. 06
20, 355, 455. 65 $32, 000, 000. 00 45, 210, 234. 71
4, 559, 016. 46 117, 564, 016. 41 32,205, 234. 76

t Includes $7,564,016.41 transferred to new account established under act of August 7,-1939.

Section 6 of an act of ‘August 7, 1939 (53 Stat. 1232-33), provided
that collections on or after January 1, 1939, on account of the excise
taxes imposed by section 2470 of the Internal Revenue Code, and the
import taxes imposed by sections 2490 and 2491 of the Internal
Revenue Code and any moneys hereafter appropriated in accordance
with the authorization contained in section 503 of the Sugar Act of
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1937 (50 Stat. 915) shall be held as separate funds and paid into the
treasury of the Philippines to be used for the purpose of meeting new
or additional expenditures which will be necessary in adjusting Philip-
pine economy to a position independent of trade preferences in the
United States and in preparing the Philippines for the assumptlon of
the responsibilities of an independent state.

A new account was established for the deposit of the funds referred
to in section 6 of the act of August 7, 1939. Withdrawals by the
Philippine Government from this account are subject to ninety days’
‘notice in writing. During the fiscal year 1940 a total of $17,274,092.01,
including the amount of $7,564,016.41 transferred from the old
account, was deposited in the account but there were no withdrawals.

Specwl fund

Colorado River Dam fund.—This fund was established under the
act of December 21, 1928, to provide for the construction of works
commonly referred to as the Boulder Canyon project. All revenues
received In carrying out the provisions of the act are payable into the
fund and expenditures are made out of the fund under the direction
of the Secretary of the Interior.

The Secretary of the Treasury is authorized to advance to the fund
from time to time, within the appropriations therefor, such amounts
as the Secretary of the Interior deems necessary for carrying out the
provisions of the act, except that the aggregate amount of such
advances shall not exceed $165,000,000. FKurther information with
respect to this fund appears on page 105 of the annual report for 1936.

The status of the advances made to the fund was as follows:

Advances to Colorado River Dam Fund, June 30, 1940

Advances from General Fund:

Fiseal years 1931-39 . . ececiccmees $117, 810, 000. 00
Fiscal year 1040 e ccaaaan 4, 050, 000. 00
————————  $121,860, 000. 00
Interest: . : .
Fiscal years 193139 . . e 25, 115, 492, 69
Fiscal year 1940 e eeans 5,494, 256, 74
1] 7Y U 30, 609, 749, 43
Less amount covered into the Treasury as miscellaneous recelpts ..... 10, 225, 631. 58 -
—_———  120,384,117.85
Total liability to General Fund. ... 142, 244, 117 85

Dl Pt;slrm%gg of interest due June 30, 1940, $20,384,117.85, deferred for 1 year under sec. 2 (d) of the act of
ec 1

Division of Deposits

The Division of Deposits is charged with the administration.of all
. matters pertaining to the designation and supervision of Government
depositaries and the deposit of Government funds in such depositaries,
as prescribed by regulations incorporated in Department Circulars
Nos. 92 and 176, as amended ; the qualification of Federal savings and
loan associations and Federal credit unions as fiscal agents of the
United States under Department Circular No. 568; and the exécution
of the duties devolving upon the Secretary of the Treasury as a result
of the enactment of the Government Losses in Shipment Act, as
amended.

Depositary functions.—The following statement shows the number
and classes of depositaries maintained by the Treasury and the
Government deposits held by such depositaries:
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Number of deposztames and amount of Government deposits held on June 30, 1940,
by class of depositaries

Depositaries Number Amount

Federal Reserve Banks (including branches). .. ... ....... 12 $253, 934, 903. 21
Federal Reserve member bank depositaries:

To credit of Treasurer of the United States 1972 { 52,173, 223.11

25, 996, 265. 49

To credit of other Government officers
Insular and Territorial depositaries (including Philippine treasury):
To credit of Treasurer of the United States. ... 17 { 3,208, 353. 69

To credit of other Government officers........._____.._. 6, 395, 726. 53
Foreign depositaries: To credit of other Government officers. - 11 189, 214. 44
Special depositaries. i cicccccmeas 22,090 805, 379, 000. 00

Total. e 3,102 | 1,147, 206, 686. 47

1 In addition 206 branch banks are carried on the depositary list of the Treasury under the designation of
the parent banks.
5 2 Ingéudg:ol,lgs national banks and 892 State banks and trust companies, of which 1,684 held deposits on
une 30, 1940.

During the fiscal year 1940, there Were.2,348 changes and adjust-
ments effected in the depositary system of the Treasury. These -
changes and adjustments are summarized in the following table:

Member :
Adjustments bank de- Spes(;glrg:le-
positaries | POSIaries
Designated - . .. oo memem e mm———an 500 93
Discontinued. ... eI 787 351
Amounts for which qualified: .
Inereased. o oo e 229 .30
Decreased. ... - 70 3
Miscellaneous changes. . 285 |eceeeamaen
B ) - ) U 1,871 477

The unusually large number of designations and discontinuances
among member bank depositaries during the fiscal year was accounted
for by the discontinuance of 768 limited depositaries and the redesigna-
tion of 484 such banks as depositaries of public moneys and financial
agents of the Government. This major revision in the depositary
system was effected pursuant to the general survey initiated in 1936
for the purpose of determining the possibility of improving the pro-
cedure of depositing the revenues of the Government and the desir- -
ability of modernizing the depositary system of the Treasury to meet
current conditions.

As the activities of the Government expanded, it became 1n0reas1ngly’
evident that the depositary machinery of the Treasury should be
modernized to keep pace with other developments. The principal
" objectives of the Treasury were: (1) To eliminate all unnecessary
expense to the Government and to the depositaries, and to provide
for the transaction of the essential fiscal business of the Government
through banking institutions in a manner corresponding with custom-
ary banking prac‘mces and (2) to provide a more flexible system,
i.e,a system which would permit the use of banking facilities to the
fullest extent required and at the same time be adapted to changes or
modifications currently to meet changing conditions. To that end,
the Treasury canceled the existing designations of limited depositaries
and redesignated such banks as depositaries of public moneys and
financial agents of the Government in conformity with the language
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and apparent intent of the statutes under which such banks were
designated. The new designation eliminates all unnecessary costs,
facilitates the transaction of the Government’s business, and, subj ect -
to mutual agreements between the banks and the Treasury, makes
possible a wider use of the banking system in connection with the
collection and transmission of the revenues of the Government. It
has already been demonstrated that, in addition to other benefits
derived from this procedure, the savings, both to the Treasury and
to depositary banks, will be substantial. A detailed statement of the
* circumstances creating the necessity for such revision is contained
in the Annual Report of the Secretary of the Treasury for the fiscal
year 1937, pages 105 to 107.

It is antlclpated that the modernization of the depositary procedure
will be continued during the ensuing fiscal year.
~ Limited depositaries were first des1crnated in 1919 and 1920 in con-

junction with the adoption of certain new policies resulting from the
establishment of the Federal Reserve System and the discontinuance
of the subtreasuries, as outlined in the Annual Report of the Secre-
tary of the Treasury for the fiscal year 1920, pages 167 to 177. The
primary reason for the establishment of this ‘class of depositaries was
for the purpose of safeguarding deposits maintained on the books of
banks to the official credit of postmasters or other duly authorized
Government officers. With the development and growth of the sys-
tem of Federal insurance of deposits administered by the Federal
Deposit Insurance Corporation, the necessity for the designation and
continuance of this class of depositaries, solely for the purpose of safe-
guarding the funds through the hypothecation of collateral security
by such depositaries, was eliminated in many cases.

The survey indicated that at 284 points, postmasters were able to
secure adequate protection under the guaranty of the Federal Deposit
Insurance Corporation; therefore, the Treasury proceeded during the
current fiscal year to discontinue limited depositaries at those points,
thus substantially reducing the expense involved in the designation
and supervision of such depositaries.

Federal savings and loan associations and Federal credit unions.—
On June 30, 1940, a total of 909 Federal savings and loan associations
and Federal credit unions were reported to the Treasury as being
eligible to qualify as fiscal agents under Treasury Department Cir-
cular No. 568 for the purpose of taking applications from their own
members and forwarding remittances for, and making delivery of,
United States savings bonds, and, of this number 144 have quahﬁed
either by the pledge of collateral’ security or the execution of surety
bonds in the amount of $5,000 each. The Federal savings and loan
agsociations so qualified may be employed also as fiscal agents of the
United States for the purpose of collecting delinquent accounts arising -
out of insurance and loan transactions of the Federal Housing Admin-
istrator under title I of the National Housing Act. In addition, on
account, of their limited membership, 886 Federal savings and loan
associations were reported as being eligible to qualify as fiscal agents,
under Treasury Department Circular No. 568, solely for the purpose
of collecting delinquent accounts arising out of insurance and loan
transactions of the Administrator under title I of the National Hous-
ing Act, and 45 associations of this group qualified for this purpose
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either by the pledge of collateral security or the execution of surety
bonds in the amount of $1,000 each. : .
Social security.—Under agreements entered into between the Treas-
ury and the Social Security Board, arrangements were made to main-
tam balances of Treasury funds with various depositaries of public
moneys, designated by the Secretary of the Treasury, in such cases
where it is desirable in order to provide appropriate banking and
depositary facilities for handling benefit payment accounts under the
unemployment compensation provisions of the Social Security Act.
During the year these banking arrangements were extended to pro-
vide similar facilities for the handling of clearance accounts. Up to
June 30, 1940, 44 banks were designated for either or both of these
purposes with authority to carry. fixed balances totaling $35,390,000.
Government Losses in Shipment Act.—The Government Losses in
Shipment Act, approved July 8, 1937 (50 Stat. 479), was designed to
provide within the Government an adequate means of prompt replace-
ment of losses resulting from the shipment of certain articles, things,
or representatives of value, thus eliminating the necessity of the
Government’s purchasing insurance for this purpose. That act was
amended by an act approved August 10, 1939 (53 Stat. 1358), a copy
of which appears as exhibit 38 on page 535 of this report. In general,
the amending act served to extend the scope of the insurance features
of the act and to clarify certain details relating to administration.
The amendments to the act extended the provisions of section 3 of
the original act in two principal respects. First, in the case of the
agency functions performed by the Post Office Department for the
Treasury, the fund is made available irrespective of the manner in
which losses may occur. Second, the fund is made available with
respect to claims arising out of the payment of any obligations in-
curred by reason of the execution of agreements of indemnity by the

- Secretary of the Treasury. These agreements may be issued in con-

nection with instruments or documents lost in transit or otherwise,
providing, of course, that the instruments or documents were first
received by the United States or any agent of the United States
acting in his official capacity. ' :

Bection 7a of the original act was amended to give the Secretary of
the Treasury authority to declare the articles or things which qualify
under the provisions of that section as ‘‘valuables” under the act. A
list of such valuables declared during the fiscal year appears as
exhibit 39 on page 536 of this report.

- The amendments added a further provision to the original act
authorizing and directing the Secretary of the Treasury to transfer
to the revolving fund established under the Government Losses in
Shipment Act the amount standing to the credit of the securities
trust fund established under authority of the indefinite appropriation
“Expenses of Loans, Act of September 24, 1917, as amended and
extended.” In pursuance to this provision there was transferred
during the fiscal year the sum of $91,803.13. .

The value of the declared articles or things reported to have been
shipped under the act during the fiscal year 1940, of classes which
were covered by the Treasury’s contracts with insurance companies
prior to the enactment of the Government Losses in Shipment Act,
amounted to $14,604,374,635. The table following indicates the
premium savings resulting from such shipments to be over a half a
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million dollars for the fiscal year 1940 and a savings since the inception
of the act of over $1,100,000 under each of the three alternate bases
upon which Lhe estimates are made:

Estimated premium savings during the fiscal years 1988, 1939, and 1940, and the
total estimated savings to June 30, 1940

Aug. 15,1937, : : ‘Aug. 15, 1037
On basis of premium rates for— to June 30, Fls‘i%gg’ ear Fls%l‘ig ear | “to June 30,

. 1938 ' 1940
Fiscal year 19381 ________ ... $160, 000 | . $456, 000 $504, 000 $1, 120, 000
Fiscal year 19372 ____ 200, 000 515, 000 575, 000 1, ‘290 000
Fiscal year 1936-38 8 192, 000 503, 000 537, 000 1, 232 000

1 Lowest rates under insurance contract system.
2 Rates in effect at time estimates of premium savings were presented to Congress.
3 Average based on rates effective in last 3 years of Government insurance contract system.

Other classes of articles shipped during 1940, having a total face
value of $26,530,922,383, which are covered under the provisions of
the Government Losses in Shipment Act, have not been included in
the calculation of the estimated premium savings in the above table
because, as a practice, the Government did not insure the subject -
articles prior to the enactment of the act.

Following is a table of the loss experience resultmg from shipments
of valuables effected under the act:

Number and value of shipments reported lost, seittled, and unadjusted, fiscal year 1940

Shipments reported lost ' Number Value
Unadjusted July 1, 1939 e mm—m e 1 $65. 88
Reported lost during year. .. el 19 29, 545. 25
Total to be settled .o aamman 20 29, 611.13
Settled by replacement out of fund____. 4 93.75 -
Settled without replacement or credit.. 6 837.88
Total settled. . oo 10 . 931. 63

Unadjusted June 30, 1940 _ i iiieciiiceeas 10| 28,679.50

There were no recoveries of the shipments reported lost and settled
by replacement out of the fund; therefore, the total payments on
account of losses under the act from August 15, 1937, to June 30,
1940, amounted to $469.85. In addition, a refund of $64.44, repre-
senting an excess recovery included in funds transferred to the fund
for the payment of Government losses in shipment, was authorized
during the year; consequently, the total payments out of the fund
from August 15, 1937, to June 30, 1940, amounted to $534.29.

During 1940, pursuant to section 3b of the act as amended, there
were three agreements of indemnity executed, amounting to $15,347.04
on which no payments were made.
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Statement of balance of fund for payment of Government losses in shipment (revolving
fund) at beginning of fiscal year, additions thereto, payments therefrom, and
balance at close of fiscal year 1940

Balance July 1, 1930 .. $599, 623.90
Appropriated to fund during year... ..o . 1, 000.00
Transfer from securities trust fund, act of Aug. 10, 1939 (net of refund).. ... . ... 91, 738. 69

‘Total available to fund during year- ... i . 692, 362. 59

Losses paid dUring Year. - - oo oo cmman 93.75

Balance Tune 30, 1040 -« oo oeocom oo ooeeeee oo e e e e ee e e e e e 692, 268. 8¢
Section of Surety.Bonds

On June 30, 1940, there were 76 domestic companies holding cer-
tificates of authority from the Secretary of the Treasury under the
act of Congress approved August 13, 1894, as amended by the act
.approved March 23, 1910, qualifying them as sole sureties on recog-
nizances, stipulations, bonds, and undertakings permitted or required
by the laws of the United States, to be given with one or more sureties.
There were also seven branches of foreign companies holding certifi-
cates of authority authorizing them to act only as reinsurers on bonds
in favor of the United States. During the year one certificate of
authority of a domestic company, which had voluntarily ceased to
write business, was revoked; one certificate of authority was issued
to a branch of a foreign company authorizing it to act as a reinsurer
on Federal bonds; and eight certificates of authority were issued to
domestic companies to qualify as sole sureties on bonds in favor of the
United States. . »

Division of Bookkeeping and Warrants

The Division of Bookkeeping and Warrants, in the name of the
Secretary of the Treasury, issues all warrants on the Treasurer of the
United States, and under section 10 of the act of July 31, 1894 (U.S.C,,
title 5, sec. 255), keeps the official accounts relating to the receipt,
appropriation, and expenditure of the public moneys, covering all
departments and establishments of the Government. The Division
makes analyses of acts of Congress carrying appropriations and main-
tains the necessary appropriation accounts on its ledgers; it issues
warrants for placing disbursing funds to the credit of disbursing
officers, for the payment by the Treasury of claims settled by the
General Accounting Office, and for covering into the Treasury the
revenues and receipts of the Government. It handles the work
involved in the Secretary’s special deposit accounts, including alien
property trusts and offers in compromise, the approval of the issuance
of duplicate checks (sec. 9 of the Government Losses in Shipment
Act), and outstanding liability claims; compiles, for submission to
the Bureau of the Budget, the estimates of appropriations for the
service of the Treasury; and maintains budgetary accounts relating to
apportionments and obligations of funds pertaining to all departments
and establishments of the Government, including governmental
corporations operating on public funds, pursuant to the provisions of
the Executive order of July 27, 1933.

In addition to the above, there is compiled and published an annual
digest of the appropriations made by Congress and an annual com-
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bined statement of the receipts, expenditures, and unexpended
balances under each approprlatlon account, by fiscal years.

Statements of the receipts and expendltures of the Government for
the fiscal year 1940, compiled by this Division, are shown in tables 1
and 2, pages 586 to 611 of this report.

Diviston of Disbursement

The Division of Disbursement, organized December 16, 1933,
under the provisions of section 4 of Executive Order No. 6166 has
absorbed disbursing functions formerly exercised by 584 separate
disbursing offices of the departments and establishments of the
Government located i in Washington and in the field. This includes
disbursements for all departments and establishments with the excep-
tion. of the Post Office Department, United States marshals, the
Panama Canal, and that portion of the War and Navy Departments
relating to national defense. It has also assumed the disbursing
functions which would have been performed by 94 separate dis-
bursing offices for new agencies created since the Executive order of
June 10 1033. These functions of disbursement are now performed
throuo"h the Central Office of the Division of Disbursement in Wash-
mgton D. C., and regional offices. Treasury-State disbursing offices
were established for makmg disbursements under the Emergency .
Relief Acts.

Pursuant to requests made by some of the corporations, the Chief
Disbursing Officer acts in the capacity of Disbursing: Aaent for the
Federal Surplus Commodities Corporation (the Surplus Marketing
Administration under Reorganization Plan No. III, effective June
30, 1940), the Federal Crop Insurance Corporation, and the United
States Housing Authority. This arrangement has proved satisfactory
and economical, as it ‘avoided the necessity for the corporations to
establish separate disbursing offices in Washington and the field.

During the latter part of the fiscal year 1939 the Federal Surplus
Commodities Corporation started its experimental program of dis-
tributing surplus agricultural food products by the issue of food order
stamps to relief clients. The Chief Disbursing Officer was selected
by the Corporation as its agent for the purpose of issuing and redeem-
ing these stamps. The plan was started in Rochester, N. Y., and
Dayton, Ohio, during|the fiscal year 1939, and during 1940 there
were selected 116 other cities for the installation of the plan, in 80 of
which operations were actually begun prior to June 30, 1940.

Generally, the plan provides that cities which cooperate with the
Corporation purchase books containing a number of orange colored
25-cent stamps and oné-half as many blue 25-cent stamps, paying for
the orange colored sta]mps and receiving the blue stamps without
cost. The cities sell the books for the price of the orange colored
stamps to persons who are eligible under certain regulations of the
Federal Surplus Commodities Corporation. The orange colored
stamps are exchangeable at stores for any class of groceries but the
blue stamps are exchangeable only for foods which have been declared
surplus by the Secretary of Agriculture. Moneys received by the
Division of Disbursement from the cities are held for the redemption
of the orange colored stamps and the blue stamps are redeemed from
funds placed with the Division of Disbursement by the Corporation.
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The following table shows the total money value of orange colored and
blue stamps issued, redeemed, and outstanding.

Transactions in food order stamps for ithe Federal Surplus Commeodities Corporation,
May 1939 te June 1940 i

[Money value]

Cumulative
Date Issued Redeemed | amount out-
standing
1039 :

MY - ettt eemmeeeeo2 | $67,419,00 $37,230.75 $30, 188. 25
T e 329, 910. 00 219, 704. 00 140, 394. 25
July__ - .- - 428, 759. 00 324,116.75 245, 036. 50
August__.___ - 702, 447. 00 534, 501. 25 412, 982. 25
September - 691, 290. 00 655, 712, 50 448, 559. 75
October... - 903, 491. 00 728, 663. 50 623, 387. 25
November... a-— e ccmmm—————aa 1,364,127, 00 869,362,00 | 1,118,152.25
DT 1112 1) PRI 1,866,358.00 | 1,430,568.00 | 1,553,942 25
January 3,109,715.00 | 2,383,552.50 | 2,280,104.75
February. 3,332,144.00 | 3,496,248.75
March_... . 5,256,717.76 | 4,830, 103. 00
April.. - - ,729. 6,155,109.25 | 6,072,722.75
£ 7,196,776.00 | 6,854,234.25
L5 T TP 7,638,003.25 | 7,945,027, 00
Total. e 44, 707, 188. 50 (36, 762,161.50 |..___.........

The $36,762,161.50 -of redeemed stamps represents 147,048,646
stamps which were presented for redemption to the several offices of
the Division of Disbursement, where they were examined, canceled,
and forwarded to the General Accounting Office as vouchers support-
ing the payments made therefor. The money value of orange and
blue stamps issued and redeemed for each city in which the plan is in
operation is shown in table 69, page 832.

During the latter part of 1940 a similar program for the issuance
and redemption of stamps exchangeable for cotton and cotton sur-
pluseswas established in Memphis, Tenn., Springfield, Mass., and
Minneapolis and St. Paul, Minn. Green stamps are used for -the
purchase of cotton products and brown stamps are exchangeable for
cotton products declared surplus by the Secretary of Agriculture. '

The present indications are that many more cities will participate
in these programs during the coming fiscal year. ‘

Of the 55 Treasury-State disbursing offices maintained during the

“fiscal year 1939,1 was consolidated with another Treasury-State dis-
bursing office and 10 were consolidated with regional offices during
the fiscal year 1940. On June 30, 1940, the Division maintained one

“central and 19 regional offices where all regular payments and some
payments from relief appropriations were made, and 44 Treasury-
State disbursing offices in the field disbursing only emergency appro-
priations.

Payments under the special programs of the Agricultural Adjust-
ment Administration were continued during the year. The total
number of payments under these programs, including the Soil Con-
servation payments, was 12,728,067.

On June 30, 1940, the total personnel of the Division, including
regular, temporary, and emergency employees, was 2,226, and in
addition there were 115 employees of the Agricultural Adjustment
Administration assigned to offices of the Division to assist in the dis-
bursing wotk incident to the special programs of that agency.
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During the year the regular and emergency offices of the Division
made 105,778,977 payments by check and made cash payments in
064,948 instances. These payments were supported in the disbursing
accounts by 8,818,448 vouchers. The Division also received, de-
posited, and accounted for 5,118,985 collections items.

Suspension of delivery of foreign checks

During the year it was necessary under Executive Order No. 8389,
dated April 10, 1940, as amended (see exhibit 41 on page 538), to sus-
pend delivery of Government checks to Norway, Denmark, Belglum,
Luxembourg, the Netherlands, and France. T e order was extended
on July 15, 1940, to include Latvia, Estonia, and Lithuania. Due to
the war, dlfﬁculty has also been experlenced in effecting delivery of
" Government checks to other European countries.

DIVISION OF APPOINTMENTS

"In accordance with Treasury Department Order No. 32 of June 25,
1940, the Division of Appointments was transferred and consolidated
with the Personnel Division, which was established on July 1, 1940,
pursuant to Executive Order No. 7916 of June 24, 1938, and Treasury
Department Approprlatlon Act, 1941. ‘

Number of employees in the Treasury Department

On June 30, 1940, there were 18,859 employees in the departmental
service and 54,312 employees in the field service of the Treasury, as
compared with 19,529 employees in the departmental service and
48,211 in the field service on June 30, 1939. The figures for June 30,
1939, exclude 2,063 employees in the departmental service of the
Public Bulldmgs Branch of the Procurement Division, the Public
Health Service, and the Bureau of the Budget, and 8, 502 employees
in the field service of the Public Buildings Branch and the Public
Health Service, all of which agencies were transferred from the Treas-
ury Department on July 1, 1939; and include 362 employees in the
departmental service and 815 in the field service of the Bureau of the
Comptroller of the Currency, which employees are paid from assess-
ments against national banks and were not included in previous
reports.

During the year there was a decrease of 670 in the departmental
. service and an increase of 6,101 in the field service. The principal
decrease resulted from the reduction in the force of employees paid
from emergency relief funds. The largest increase was in the Coast
Guard due to the transfer to that Service on July 1, 1939, of the Light-
house Service from thé Department of Commerce and to the i increase
in the military personnel.

The number of employees in ‘the departmental service of the
Treasury, classified according to bureaus and offices, at the end of each
quarter from June 30, 1939, through June 30, 1940, is shown in table 70,
page 834 of this report A comparison of the number of employees in
the departmental and field services of the Treasury on June 30, 1939,
and June 30, 1940, is contained in table 71, page 834.
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Retirement of employees

During the year there were 546 persons retired from the depart-
mental and field services of the Treasury Department. Under the
provisions of the Civil Service Retirement Act, as amended, and of
section 204 of the Economy Act of June 30, 1932 272 persons were
retired from the departmental service of the Treasury Department,
18 of whom were retired at their own option before the compulsory
retirement age; and 274 were retired from the field service, 20 at their
own option before the compulsory retirement age.

As of June 30, 1940, four employees in the departmental service
and five in the field service who had reached the retirement age were
retained under the authority of the President provided in section 204
of the Economy Act.

Table 72, page 835, shows the number of persons retired in the
departmental and field services of the Treasury from August 20,
. 1920, to June 30, 1940, and the number who have passed the compul—
sory Tetirement age but who are Tetained as of June 30, 1940.

BUDGET AND IMPROVEMENT COMMITTEE

The Budget and Improvement Committee is responsible, under the
direction of the Budget Officer, for the preparation and review of esti-
mates submitted by Treasury bureaus and divisions for annual or
deficiency appropriations. It is also responsible, under the direction
of the Budget Officer, for the investigation of administrative methods
and procedure in their relation to appropriation estimates and for
other investigations upon assignment by the Administrative Assistant
to the Secretary. To facilitate the investigations, a Subcommittee
on Investigations is assigned the responsibility for determining,
through the inspection of field as well as departmental act1v1t1es the
justification for proposed increases in appropriations.

The review of appropriation estimates includes a thorough examina-

tion of the items by the individual committee members to whom
respective bureaus or divisions are assigned. The entire committee
then conducts formal hearings at which the bureau or division heads, or
their representatives, present oral testimony in further support of the
estimates. The committee, after deliberation, submits its recommen-
dations to the Budget Officer for his guidance in determining the items
which should be approved for transmittal to the Bureau of the Budget.

Subsequent to the submission of the regular estimates of appro-
priations for the fiscal year 1941, supplemental and deficiency estimates
aggregating $262,356,354 were received. After examination, these
estimates were reduced to $262,342,094 and submitted to the Director
of the Bureau of the Budget.

Reserves amounting to $469,704 were set aside from the ordinary
appropriations for the fiscal year 1940 by the bureaus and offices of
the Department. During the year, reserves amounting to $270,534
were released by the Director of the Bureau of the Budget after
approval of the committee, leaving a reserve of $199,170 at the end
of the year. Of the appropriations made to the Treasury Depart-
ment for the fiscal year 1941, $84,000 has been set aside as reserves.

269677—41——17
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For the fiscal year 1942, heads of Treasury bureaus and offices sub-
mitted estimates for annual, permanent, and indefinite appropriations
aggregating $3,882,414,092. After examination by the Budget and
Improvement Committee, items aggregating $720,814 were disap-
proved in estimates for annual appropriations. Of the $3,881,693,278
approved and submitted to the Director of the Bureau of the Budget,
$341,686,000 was for annual appropriations; $6,266,433 for permanent
and indefinite appropriations and special funds; $1,743,875,845 for trust
funds; $1,200,000,000 for interest on the public debt; and $589,865,000
for public debt retirements chargeable against ordinary receipts.

COAST GUARD
Activities during the fiscal year 1940

The Coast Guard, as the Federal maritime police agency, has
carried on the interrelated duties, embraced within such function,
of law enforcement, promotion of safety of life at sea and protection
of life and property, and the maintenance of a state of preparedness
for national defense. With its shore units forming a coordinated
network of protective and marine observation stations along all the
coasts of the United States, Hawaii, Alaska, Puerto Rico, and Virgin
Tslands, and with its vessels patrolling the entire length of our coastal
and navigable waters, the services of the Coast Guard, involving use
of vessels, aircraft, and coastal units, have been utilized in various
cooperative measures with other branches of the Government, in
addition to carrying on the regular duties of the Service.

The regular activities of the Coast Guard include prevention of
the smuggling of liquor, narcotics, and other contraband; patrol of
the waters of the North Pacific Ocean and Bering Sea and south-
eastern Alaska in the enforcement of laws and regulations for the
Frotection of the fur seal, sea otter, and fisheries, and of certain other
awsin Alaska; patrol in the enforcement of the North Pacific Halibut
Act; enforcement of the Whaling Treaty Act and Oil Pollution Act;
supervision of the anchorage and movements of vessels and of the
handling of explosives, inflammable material, and other dangerous
cargo aboard vessels; enforcement of the customs, navigation, motor-
boat, and other related laws of the United States; International
Service of Ice Observation and Ice Patrol in the North Atlantic Ocean;
winter patrol of the Atlantic coast to aid vessels and persons in
distress; removal of derelicts and other obstructions to navigation
from the paths of marine commerce; patrol of regattas and marine
parades; administration of the United States Maritime Service; and
the saving and protection of life and property at sea and along the
coasts.

Application of the neutrality laws in the existing international
situation has resulted in the Coast Guard assuming an important role |
in their enforcement.

The following table summarizes several of the principal operations
of the Coast Guard for the fiscal year 1940, including comparison with
the preceding year: :
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. ' : Increase or
Activity 1939 1040 decrease (—)

Instances of lives saved and vessels assisted_ .. _....._......._. 9,383 9,330 —53
Value of vessels assisted (including cargoes)- - $63, 723,566 | $88, 016, 268 $24, 292, 702
T 32,645 32,084 —561

Persons on board vessels assisted._....___

Lives saved or persons rescued from peril 10, 615 9,249 —1,366
Persons in distress cared for-................. 412 © 410 —2
Instances of miscellaneous assistance. ... 4,858 4,055 |. ~—803
Vessels boarded and papers examined... 32,655 39,450 6,795
Vessels seized.....o...o.. [ - 6 21 15
Vessels reported - oo -- 1,854 1,300 —554
Fines and penalties incurred by vessels reported .. ......__.. $470, 081 $235, 459 —$234, 622
Derelicts and other obstructions to navigation removed or de-

stroyed . oo eieea. 266 193 —-73
Value of derelicts and other obstructions recovered.. ... $117, 390 $82,945 —$34, 445
Regattas and marine parades patrolled.... ... 443 481 38

Persons examined for certificates as lifeboat men..._....._.._. 3,495 2,527 | —968

While the number of lives saved or persons rescued from peril shows
a decrease in 1940, when considered in the light of the absence during
the year of any extensive hurricane and flood assistance and the fact
that the 1940 figure is higher than any other year except 1939, the
record indicates no downward trend in the general activities of this
character. The number of vessels boarded and papers examined was
the largest since the prohibition era of 1924-33. The major portion
of these boardings was to insure that the safety requirements of the
navigation laws and regulations were being complied with by shipping
and motorboats. Regattas and marine parades patrolled, in the
interest of safety to life, exceeded all previous records.

No additional funds were allotted to the Coast Guard by the Public
Works Administration during the year, projects previously provided
for being carried to a conclusion. Approximately $70,000 was allotted
by the Works Progress Administration which was expended upon
miscellaneous undertakings at stations. :

Cooperation continued with other departments embracing activities
in which the vessel and aircraft facilities of the Coast Guard could be
used advantageously, including waterfowl surveys for the Biological
Survey, transportation of mail where commercial shipping was dis-
rupted, particularly between Miami, Fla., and Habana, Cuba, and
from Seattle, Wash., to Alaskan ports; transporting the Federal Court
in Alaskan waters on its annual visit to ports west of Valdez; towing
vessels of the Maritime Commission between various Atlantic and
Gulf ports; and detailing vessels to assist in the conduct of target
practice drills by the Coast Artillery.

At the request of the State Department, two cutters were operating
during June 1940 in West Greenland waters making a survey of con-
ditions in Greenland ports. This duty showed promise of being
extended to the east coast of Greenland.

Also at the request of the State Department, a good will cruise of
two Coast Guard cutters to ports of Mexico, Guatemala, El Salvador,
Honduras, Nicaragua, and Costa Rica was made during January-
March 1940. At ports visited the Coast Guard gave drills in the
various methods used in saving life ‘and in demonstrating to the
people the peace-time functions of the Coast Guard; visits were ex-
changed between the officers of the vessels and representatives of the
foreign governments; and sports competition were engaged in between
the vessels’ ‘teams and those of the local governments.
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Upon the request of the Director of the Bureau of the Census, small
vessels were detailed to transport census enumerators to sparsely
settled coastal sections of the United States and Alaska.

Arrangements were made for the assignment during July and
August 1940 of one cutter, in cooperation with the Bureau of Fish-
eries, to carry out a program of fishery observations and oceano-
graphlc studies in the Bristol Bay, Alaska, region.

The Coast Guard cutter stationed at Honolulu continued its
quarterly cruises to the South Pacific Islands, including Fanning,
Baker, Howland, Jarvis, and Enderbury Islands, servicing the settle-
ments of those islands for the Department of the Interior.

The New York District of the Coast Guard provided an armed
detail from April 16 to June 6, 1940, for guarding approximately 9,299
tons of silver bullion valued at $90,297,200 during transportation by
the Treasury Department from New York, N. Y., to the depository
at West Point, N. Y.

Coast Guard relief forces, consisting of aircraft, boats, and mobile
radio stations, were dispatched to the aid of communities stricken by
the flood of the Susquehanna River, during April 1940; and a relief
expedition was sent into the southern Alabama region during the
flood there in August 1939. Considerable survey work and planning
concerning Coast Guard activities in future floods in the Ohio and
Mississippi Valleys were undertaken during the year.

In conformity with the duty of the Coast Guard to assist in keepmg
channels and harbors open to navigation by means of icebreaking
operations in accordance with the reasonable demands of commerce,
service was rendered upon numerous occasions on the North Atlantic
Seaboard and Great Lakes during the winter season of 1939-40. The
demands along the New England coast were less than usual, due to
comparatively mild ice conditions in that region, but an increasing
number of calls arose in the Delaware and Chesapeake Bays section.

Administrative organization

Consolidation of the Lighthouse Service and other considerations
making for economy and efficiency have led to 